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Abstract

The purpose of this study is to identify the current state of light/ textile/ fashion industry in
Ukraine as part of creative industries, the ways it's structured and functions, its role in GDP of
the country in the recent years after the course of Eurointegration of Ukraine was taken and
after Association Agreement between EU and Ukraine was signed. The research was
supported by the Association4U project of which main objective is to enhance the capacities
and performance of Ukraine’s governmental institutions to comprehensively implement their

commitments arising from the Association Agreement.

The research will focus on potential and ways to support and develop light/ textile/ fashion
industry in Ukraine with possible governmental support, based on investigation of most
successful and resultative policies and initiatives in the sector in France, that is taken as a
perfect example of making the industry a 'business card' of the country, resulting in the
growth of GDP and increase of goods' value added. The results of the research can be used to
work out effective governmental and non-governmental policies and initiatives, speeding up
and enhansing economic development of the country, and increase competitiveness of light/
textile/ fashion sector of economy, enlarging trade with EU and other countries by EU
standards as well as providing local population with up-to-date and affordable textile /fashion

goods.

Key words: Value added, export, import, fashion womenswear apparel, fashion industry,
textile/ light industry, GDP Ukraine, GDP France, value chain, technologies in fashion

industry, size of enterprise, governmental policies, creative industries, CMT.
Executive summary

This paper examines the role of textile and clothing industries in the world, in EU and in
Ukraine, on example of womenswear apparel, which is the biggest part of the industry, and
can be taken as the most representative indicator of the industry as a whole. It suggests that
textile and clothing industries, especially in developing countries, are important in economic
and social terms, in the short-term by providing incomes, jobs, and in the long-run by
providing countries the opportunity for sustained economic development, in case the
appropriate policies and institutions to enhance the effects of the industry are introduced.
Developing countires make more than a half of all world exports of textiles and clothing and

in those industries enjoy a large net-exporting position. Clothing is key manufacturing export



for many developing countries, where at the moment Ukraine belongs too. This paper has
contributed notably to defining value-added of design/ fashion items of apparel womenswear
in Ukraine, and the role brands have in defining the strategy and in creating the greater value
of their production, thus having opportunities to make bigger contributions to country’s
economy, as well as increasing it’s GDP.

The research investigates the current state of light/ textile/ fashion industry in Ukraine, the
number of enterprises, volume of production and sales, providing classification of the
enterprises according to their sizes. Based on statistic data from referent state organizations as
Ukrlegprom, State Statistic Service of Ukraine, Institute of Economics and Prognosis of
Ukraine, the conclusions about structure and functioning of the industry in Ukraine in made.
It shows that biggest part of the industry is represented by SMEs, while 99% of large

enterprises' production is CMT, that makes almost zero contribution to the country's GDP.

With the help of specially developed survey to 22 most active and visible brands in light/
textile/ fashion industry, which make about 10% of most representative brands on Ukrainian
market, the current data about volumes of production and sales and estimation of value chain
formation are gathered and analysed. The results show that total design value is about 21%,
when for small enterprises value of design is about 12.8%, while medium-sized ones state
21% of design value in their production. The total share of design of women clothing in GDP
is 0.06% or around 0.1%, that is a huge indicator. The number is half of production of honey
in Ukraine, but honey production is given much more attention and importance from the state.
Gathered empirical data confirms the necessity of the government and non-governmental
organizations in Ukraine to put attention to light/ textile/ fashion industry support and

development.

The paper explains the potential of the textile and clothing industries to contribute to long-run
growth, and their development will depend on quality and effectiveness of governmental
policies and institutions working in the sphere, that will also attrack local and foreign
investors. It also studies the situation in France as it has gained the world image of fashion
centre, and having made fashion one of the priority sector of economic development. On the
way of Eurointegration in the sector of creative industries Ukraine is guided mostly by French
practices, as French system of sector functioning is very similar to Ukrainian one. So that the
focus of the research was given to the study of current state of the industry in Ukraine on
example of womenswear apparel, it's structure and functioning characterized by sizes of

enterprises, production and sales; contribution to GDP in 2017, by studying the value added



of small and medium enterpises, and opportunities to increase GDP by means of appropriate

governmental support and policies based on successful practices and outcomes of France in

the field.

The research confirms that the structure of the industry in France and Ukraine is much in
common and consists mainly of SMEs (small and medium enterprises). With the purpose of
deeper investigation of the question the direct interviews were taken with the experts in
fashion industry in France (one of the leading schools of fashion and design — Istituto
Marangoni Paris, co-founder and CEO of fashion agency in Paris, and president of Fashion
advisor business with 40-years experience in fashion business in Europe), who gave up-to-
date shearing of the industry in France and detailed description of the policies and initiatives

implemented by France in fashion industry, with their outcomes.

The paper provides guidance for implementing the EU practices, on example of France, in the
sphere of light/ textile/ fashion industry in developing Eastern European countries, on
example of Ukraine, studying the most effective tools introduced. It also observes the trends
of the industry development in EU, and globally in the world, giving the representatives of the
sector and policymakers the overview of the future tendencies and directions of movement, to
consider in long-term planning. It highlights important insights for researches, policymakers,
and practicioners that can help them to improve the current situation in fashion/ light/ textile
industry in Ukraine, and having got approve about it's potential, focus on succesful strategies

and initiatives to develop and support the sector.

The work proves that most large enterprises in Ukraine in fashion/ light/ textile industry work
with tolling contracts, CMT, adjusting to EU standards, but, on the other hand, make almost

zero contribution to GDP.

Main constraints for apparel sector development are viewed as absence of sector development
strategy, oversaturation of domestic market with imported second-hand apparel, lacking
modern management, skilled personnel, equipment and technologies, absence of wholesale
players on Ukrainian apparel market, considerable level of ‘shadow’ producers in the country
(estimated up to 90%) and illegal import. EU-Ukraine Association Agreement facilitated
bilateral trade, and also opened possibilities to second-hand delivery to Ukraine and different
shadow schemes. That confirms that legal regulations must be properly reviewed.

The paper studies fashion industry structure in France, naming it as private sector of economy

but largely supported by governmental and non-governmental initiatives and policies. Those



include: multiple loans, prizes and grants introduced, special taxation system for fashion
industry, national strategies that promote brand of France, French fashion weeks and French
fashion as part of culture and national heritage. Besides, there is great involvement of the
country into modern processes of new technologies usage and introduction at all levels of

production chain, and Creative France strategy consecution.

Modern trends and forecasts in fashion/ light/ textile industry in EU and globally are also
investigated. Among most notional ones are fashion shows, which constitute a major cost for
brands, could be dematerialized, or simply become redundant. Adoption of disruptive
technologies like advanced robotics, mobile Internet, advanced analytics, virtual and
augmented reality and artificial intelligence is accelerating, with the potential to disrupt entire
industries — including fashion. There is also a reveal of possibilities of artificial intelligence
across all parts of the fashion value chain, that at the end will blur the line between
technology and creativity. Massive urbanization in developed world as well as across
emerging markers is also noticed. Significant move towards products with higher value added
is stated. Fashion industry future will focus on e-commerce, digital marketing, VIP loyalty
programmes, in-store experience, brand building to increase full-time sell-through, IT
capacity for value chain digitalization. Physical stores can be replaced by mobile and Web

applications and online services.

Among the future trends is also pointed out massive urbanization in developed world as well
as across emerging markers. Fashion companies are also getting more aware of the need to

take environmental and social issues, sustainable fashion issue is emphasized.

Key trends for the future include flexible, short-run on-demand production, digital
manufacturing and supply chain management, customisation and service-based business
models, sustainable business operations and the extended scope of applications for highly
engineered and smart textile materials. Democratization of luxury is also named as one of the
trends, especially to be considered in Ukraine where price issue is one of the most crucial for
purchases.

All those aspects therefore confirm that Ukrainian producers have to apply modern marketing

and sales instruments, investing more into creation of national brands and selling networks.

Legislative and regulatory environment is crucial for sustainable growth of the fashion

industry: SMEs need to have access to finance to invest in innovation and growth.



From governmental side, budgets should be allocated for participation in specialized fairs and
exhibitions for monitoring, and show visibility and capabilities of Ukrainian fashion/ textile/

light industry for European market.

The paper shows there is a strong necessity to lower dependence of import of raw materials in
the industry and focus on own textile production, simplification of customs regulations,
development of new methods of sales, manage distribution chain, infrastructure,

popularization of Ukrainian fashion by political and cultural representatives.

One of the ways of future successful development and economic growth might be an
integration of creative industries / creative elements into business chains, and smooth linking
between creative and producation side, for example tie designers with light industry and mass
production processes, working with factories, logistics peculiarities, standards of quality,
deadlines.

Realization of initiatives can go in two strategic direction aimed at internationalization and
commercialization of creative industies, mainly creative potential of designers,

simultaneously increasing value added of goods produced.

Further steps can be taken as strategy for fashion /light /textile industry development in
Ukraine:

Staff and technology modernization;

Legalization, dealing with imports of second-hand goods, measures for shadow

economy schemes.

Competitiveness of goods produced.

Investment safety and guarantees.

Innovation, implementing new technologies.

Popularization of goods ‘made in Ukraine’.

- Ensuring favorable conditions to maintain export growth.
Promoting SME:s is considered to be the winning strategy for developing countries due to
their flexibility, high value added production, ability to create local employment (direct and
indirect).
In order to support SMEs strengthening the domestic value chain, through better designs,
innovation and presence are recommended.
Attention to e-commerce possibilities and online ways of sales is crucial in case of rapid

industry development.



There is still an immense work to be done in internal business strategy development. Skilling
of labor and producing better quantity and quality of the products could be considered as key
factors for increasing revenue. Enhancing work productivity through skills training and
technological upgrading is a key step towards diversifying production into higher value added
garments, more fashionable goods. Certain restrictions of volumes of CMT in Ukraine can
help local SMEs to use those production capacities in order to increase volumes of their
production and start working with retail chain inside and outside of the country. The
participation in global networks and global value chains can help industrial upgrading and
improve economic performance. The focus could be made for support and development of
‘fashion tourism’ products, which will link fashion, craft, culture and tourism.

Question with logistics is one of the most crucial ones, that need to be taken into account both
by manufacturers/ designers/ producers of clothes, as well as by governmental authorities in

order to establish appropriate custom conditions for export.

The research gives recommendations for policymakers, governmental and non-governmental
organizations working with the sector of light/ fashion/ textile industry in Ukraine as for
further steps and key issues need to be taken into consideration in order to enhance and

support the industry.
1. Introduction
1.1. Background

In 2014 Ukraine has signed the economic part of the Ukraine-EU Association agreement, the
fist but most decisive step towards EU membership, and in 2016 - Deep and Comprehensive
Free Trade Agreement (DCFTA), mutually agreed to open their markets for goods and
services based on predictable and enforceable trade rules. This means that from that time on
Ukraine has stepped into the way of Eurointegration, and has been implementing directives

and ways to bring Ukraine closer to EU standards.

The ways for developing countries to strengthen their economies mainly start with opening up
the economy to international trade and foreign investments, and then after with shifts of
export oriented manufactures to manufacturing for local needs. Government has a primary
role in promoting sustainable economic growth. One of the fast growing and easy to develop
sectors of economy is light industry, that is structured mainly by SMEs, which are engines of

growth and employment; they are also more adaptive to innovations and flexible in terms of



reducing costs. They make bigger and faster contribution to GDP growth of the country.
Textile and clothing industries in Ukraine are important sectors to look at due to the rapid
development of existing ones and growth of the new enterpises in the recent years. Fashion
industry is part of creative undustries, which make creative economy - now one of the most

rapidly growing sectors of the global economy.

European commission claims that ‘Creativity and innovation are inherent in the European
fashion industries at all stages of the value chain, from material properties and functions,
manufacturing processes, supply chain management and finally to design and branding.
Reinforcing cross-national and cross-sectoral cooperation between clusters can further drive

innovation and creativity in the fashion industries’ (EC, 2014).
1.2. Problem

The current state of fashion/ light/ textile industry in Ukraine, its role in GDP and potential
are not yet studied, besides it's a fast growing sector of economy, as well as there is no proper

structure, and no governmental supportive policies exist.
1.3. Objectives and hypotheses / research questions

It is hypothesized that nowadays fashion/ light/ textile industry in Ukraine is presented mainly
by SMEs, and has great contribution to GDP with huge potential to grow in value added and
increase GDP by means of structuring and support of the industry from governmental and

non-governmental institutions.
According to the research aim, following questions were outlined:

- what is the role and place of fashion industry / apparel womenswear in the world and

in Europe?

- what is the current state and structure of fashion/ light/ textile industry (with focus on

apparel womenswear, due to the limitations of the research) in Ukraine?

- what are sizes of companies working in fashion/ light/ textile industry in Ukraine,

volumes of their production for local market and export?

- what means the notion of value chain, value added; design value added calculation for

SMEs in Ukraine?



- comparison the situation in Ukraine to French design value added in fashion industry;
what is the structure of French fashion/ light industry, which are working

governmental and non-governmental policies and initiatives?

- which are the trends and forecasts of fashion/ light/ textile industry globally and in
Europe; which recommendtions can be taken in order to support and develop

Ukrainian fashion/ light/ textile industry?
1.4. Research methodology

On the theoretical base secondary data is analyzed (academic articles, scientific journals,
official documents, official governmental statistics data). The following research methods
were implemented:

DIRECT INTERVIEWS: The interviews were taking separately with each expert in the
fashion industry in France and Ukraine in their country of residence. At the initial condition
was proposed to speak freely about peculiarities of the industry, and special features of its
structure and functioning.

Additionally, the paper observes the current situation and state of the industry in France and
Ukraine. Through experts’ interviews in-depth analysis was made to the current state of
fashion/ light/ textile industry in France.

Research questions included definition of ‘made in France’, structure and functioning of the
industry, role of governmental and non-governmental institutions in support and development
of French fashion industry, industry’s role in GDP of the country.

Survey was designed with the purpose of gathering primary data from respondents, most
successful and active on Ukrainian market fashion brands, which work more than 2 years,
have the name and debugged business. It was used to define the type of designers’ enterprises,
as well as stages of the value chain (supply of materials, production that includes the design,
pattern, cutting, sewing/ tailoring, finishing off and quality control, distribution and marketing
activities, and also brand name and design itself). The surveys were sent individually to every
revelant designer brand, so that none of the respondents was aware of how the others had
responded.

Questionaire with table for governmental and non-governmental institutions in Ukraine was
developed to gain statistic data about sizes and volume of production of enterprises in apparel
womenswear industry in Ukraine, their production for local market and for export. It was

drawn up on the basis of studied literature to find out the volumes of GDP of the country in



textile/ apparel industry, amounts of enterprises with classification according to sizes — micro,
small, medium and large -, and their percentage of production and contribution to the total
GDP.

1.5. Structure of the Thesis

The structure of the paper is as follows:

Section 1 includes introduction, problem description of the research, hypothesis, explains

research methodology.

Section 2 gives detailed literature review of the previous researches and findings in the
investigated sphere. It studies the place of fashion industry in the world, gives description to
womenswear apparel part. Then the profile of Ukrainian fashion industry is investigated, with
focus on classification of Ukrainian fashion/ textile industry enterprises and notion of Value

added in the production process.
Section 3 presents surveys' analysis of Ukrainian apparel womenswear with findings.

Section 4 is dedicated to fashion industry structure in France, its role in GDP and notion of

value added.

Section 5 deals with French policies in fashion industry, and their comparison with Ukrainian

realia.
Section 6 shows trends and forecasts in fashion/ light/ textile industry in EU and globally.

Section 7 concludes the paper with recommendation to Ukrainian policymakers,
representatives of light/ textile/ fashion industry as for policies and initiatives which can be
taken to strengthen, develop the industry and increase its contribution to the country's GDP,

also explaining the limitation of the research with suggestions to future work.

Section 8 and 9 include list of references and appendixes correspondently.
2. Literature review

2.1. The place of fashion industry in the world. Womenswear apparel

'The global fashion industry (which includes clothing, textiles, footwear and luxury goods) is

worth an estimated US$3 trillion and is more profitable than even high-growth sectors like



technology and telecommunications. Value of womenswear industry makes US$621 bln, with

US$339.4bln of luxury goods market' (Khurana K. & Ryabchykova K., 2018).

According to EC data, textiles and clothing is a diverse sector that plays an important role in
the European manufacturing industry, with 850.000 companies, employing over 5 million
people and generating a 'turnover of EUR 525 billion, household consumption of EUR 513
bln, and is the world's largest market for textile and clothing products. The EU is the second,
after China, world biggest exportet in textiles and clothing' (Euratex, 2016). ‘European brands
account for 70% of the global high-end goods market, making Europe the global leader’. At
the same time the European high-end products are 'ambassadors for the European values, such
as culture, creativity, innovation, craftsmanship and excellence'. It's obvious that fashion and
textile industries play a very important role in economic development of emerging economies.
"The sector is dominated by micro-enterprises with less than 10 employees' (European

Commission, 2014).

Researches understand 'fashion community’ as community of people often to be classified as
small and medium-sized enterprises producing a local products with a profound sense of

traditional aesthetics very unique in its formation” (Khurana K. & Ryabchykova K., 2018).

Fashion industry is part of creative industries which notion have to be viewed. 'Creative
industries or cultural and creative industries (CCI) have the biggest potential in growth in
comparison to other sectors: in 2005-2015 creative industries markets in EU increased by
58%, and dynamics of growth is 1.5-2 times higher than paces of growth of traditional sectors
and nominal GDP in all EU countries. CCI have biggest Value added, the most attractive
sphere for the youth, women and people with disabilities; have possibilities of horizontal
cooperation (international and regional networks, associations that exclude a possibility of
market monopolization. Is also a fundament of trust, diplomacy and peace' (Petrakov Y.,
2017). CClI is defined by UNESCO as a set of economically relevant heterogeneous sectors
which need creativity as a resource to produce goods and services. Fashion is subcategorized
to 'functional creations sector of creative industries' (Martinaityte E, 2015). Creative
industries, when play with semiotic codes, infuse new ideas and meanings into creative
products. (Jones C. Et al, 2015). According to UNESCO report 2013, the creative economy is
now one of the most rapidly growing sectors of the global economy. Fashion is an important
source of what Nye (2004) called 'soft power' — ways in which a given country can influence

other countries without using military might. It has long been established that fashion is an



indicator of status and power for individuals and social groups. ‘It appears that it is also a
source of power for nations and cities, and thus looking at how the global arena of fashion

capitals is structured is a way to assess the distribution of an important source of soft power in

the world’ (Godart F., 2014).

"The fashion industry encompasses the creation and marketing of new styles and forms of
clothing and accessories, combining artisanal creation and franchising for conspicuous
consumption as a signifier of socio-economic class as well as the expression of individual

style and cultural inventiveness' (Anheier, H., & Isar Y., 2008).

According to Britannica encyclopedia definition, fashion industry is defined as 'multibillion-
dollar enterprise devoted to the business of making and selling clothes', when fashion inself is
defined as 'the style of clothing and accessories worn at any time by groups of people’'

(Britannica.com).

Scholars underline that 'fashion is still deeply rooted in creativity, artistic design and local

culture and place' (Anheier, H. & Isar, Y., 2008).

Making distinguish between fashion and apparel, it's worth to mention an encyclopedic
definition, that defines apparel as 'functional clothing, one of humanity's basic needs, but
fashion incorporates its own prejudices of style, individual taste, and cultural evolution. The
modern apparel industry finds its purpose in the conception, production, promotion, and

marketing of style on the basis of desire’ (Wilson, 2001).

The global fashion apparel industry is one of the most important sectors of the economy all
over the world, in terms of investment, revenue, trade and employment. It has greatly changed
for the last 20 years, including shortening product life cycles, enormous product variety,

unpredictable demand, long and inflexible supply processes and so on.

Global fashion industry statistics gives general data of apparel market value of US$3 trillion,

and accounts for 2 percent of the world's GDP, where womenswear industry is valued at US$

621 billion (FashionUnited, 2018).

After two world crisises, a regulatory one in 1995-2005, and an economic one, from 2008,
'global apparel industry is estimated to have sustained a moderate level of unstable growth for
the period extending from 2008 to 2012, with an average annual growth rate of 2.8% over the

abovementioned period’ (Soueid M., et al., 2014).



The McKinsey Global Fashion Index forecasts industry sales growth to nearly triple between
2016 and 2018, from 1.5 percent to between 3.5 to 4.5 percent (McKinsey&Company, 2018).
This growth isn’t spread equally but driven by emerging markets — Asia-Pacific and emerging
European counties. In 2017 global total fahion industry growth was stated at 2.5-3.5%, with
1.5-2.5% in luxury segment, 3.5-4.5% in affordable fashion, 3-4% for premium/brigdge, 2-
3% in mid-market, 3-4% for value segment, and 2-3% for discount fashion. Clothing category
growth was estimated at 1.5-2.5%, while athletic wear increased by 6.5-7.5%. Apparel sales
growth is estimated at 3-4% in 2018 in comparison to 2017 (Amed I. & Berg A., 2016).

Textile and clothing industires are important both in economic and social terms, as in short-
run they provide developing countries with incomes, jobs, especially for women and youth
and foreign currency receipts, and in long-run — the opportunity for sustained economic
development with appropriate policies and institutions. They are very important for further

investments in the industry and its development.

The textile and clothing industry is one of the oldest, largest and most global industries in the
world. It is the typical ‘starter’ industry for countries engaged in export-orientated
industrialisation (Gereffi, 2002) and is labour-intensive (Keane J. & Willem te Velde D.,
2008). It plays the major role in the development and industrialization process of countries
and their integration into the world economy. In 2006 WTO noted that developing countires
make more than a half of all world exports of textiles and clothing and in those industries
enjoy a large net-exporting position. Clothing is key manufacturing export for many

developing countries.

Talking about Ukraine, it has its winning benefits in close geographic proxemity to EU, cheap
labourforce and high quality of goods produced. In that case the country is very favourable
for the members of EU for tolling contracts/ CMT production, which for the latest years

mainly outsourced their production to Asia region.

'"Textile and clothing industries contribute in varying degrees to GDP directly. Some general
observations include.

* Manufacturing is on average a fifth of GDP, less in low-income countries and higher in
middle-income countries.

* The contribution of the textile and clothing industry to manufacturing value added increases
with incomes but begins to fall at some level. The share of textile and clothing in MVA is a

third in low-income countries but around a sixth in middle-income countries.



» Combined, textile and clothing contribute 7% of GDP in low-income countries. (Keane J. &
Willem te Velde D., 2008). Low-income countries are more dependent on textile and clothing
exports, low and middle-income countries are the most significant group of developing

country exporters.

It's worth to mention about segments of fashion goods produced and value in every segment.
So that, women apparel is devided into five main cathegories: haute couture, luxury or ready-
to-wear, affordable luxury or diffusion, premium or second lines of well-known brands, mid-

market, value fashion or mass market and discount items (Tabl 1).

VALUE SEGMENTS
3.5-4.5 I 4-5
Affordable luxury - 3.5-45 - 3.5-45
3-4 I 3-4
Mid-market - 2-3 - 2-3
2-3 | 3.5-4.5
Discount - 3.5-4.5 - 4-5
Table 1. (McKinsey & Company, 2018).

The most sales are made by affordable luxury, premium and mass market. According to

statistic data, fashion apparel retail sales amount to 92.9% of market share.

Nowadays, as seen in the graphics (Exhibit 2), more sales tend to originate from outside-
Europe markets. Keeping in mind that most part of production constitutes of apparel
womenswear, it can be stated that apparel womenwear sales also tend to shift ouside of

Europe.

The whole apparel industry chain can be categorized by five major components as raw
materials, textile plants, apparel plants, export chains, apparel manufacturers, retails stores
and customers, when the current research is focused mainly on apparel manufacturers who

are, in fact, the middle link of the whole chain.

As the statistics portal states, women's and girls' apparel growth is fixed from 2017 on, and
consumption in pieces is more or less stable, with non-significant growth in the sector in
Europe. 'The Women's and Girls' Apparel market covers apparel for women and girls

including dresses, skirts, blouses, trousers and coats.



Exhibit 2 By 2018 more than half of apparel and footwear sales will originate outside
of Europe and North America

Global apparel and footwear sales forecast 2011-2025

Western markets' @ Rest of World

40% 50% 55%

1 Includes North America and Europe (Mature and Emerging)

Source McKinsey Fashion Scope

The worldwide revenue of US$561.9 billion in 2017 is expected to increase to US$661.1
billion by 2021’. ‘With a volume of more than US$1,475 billion, the Apparel market is the
most important non-food consumer market within the worldwide retail sector. The market's

largest segment is the segment ‘“Women's and Girls' Apparel’ with a market volume of US$

161.9 billion in Europe in 2017 (Apparel Report, 2018).
2.2. Profile of Ukrainian fashion industry

Ukraine is the country of 42.5 Mln population, with 6.000 registered and unregistered
garment/ shoe factories, with 80-90% share of export in produced garments, and only 1.6%
share of total exports are made by garments and shoes (according to statistics of the year
2015). In 2016 the biggest volume of garments produced goes to Germany (37%), Hungary
(7%), Poland (7%), France (6%). (Dutchak O., et al.,2017). Most of Ukrainian factories are
just subcontractors of these countries. The wages are still to be very low and even below the
life level that doesn’t stimulate workers even if they are very skillful and the quality of goods

produced remain rather high.

Until 2015 the country’s textile industry accounted for less than 1% of Ukraine’s industrial
output. In 2016 it has risen by 3.3%. Most of the growth came from the production of textiles
(which was up by 29%), growth of finished products was about 2%, and the most part of it
was at the luxury end of the market’ (Timchenko I., 2016). According to the State Statistics
Service, in 2017 domestic retail sales in Ukraine were up by 3%. According to official
statistics (Statista, 2017), GDP of Ukraine starting from 2015 is expected to grow fluently.
And in 2016 it composes US$ 109.32bln in total. It also states that from 2016 real GDP



growth was estimated 2.3%, in comparison to 2015 with -9.8%, and in 2017 it is 2% (Table
2).

Ukraine: Gross domestic product (GDP) from 2012 to 2022 (in billion U.S.
dollars)
200

175.71 179.57

175
150.57
150
139.31
132.34 128.28
125 118.78
109.7
104.06

100 90.94 93.26

75

50

25

0

2012 2013 2014 2015 2016 2017* 2018* 2019* 2020* 2021* 2022%

GDP in billion U.S. dollars

Source Additional Information:

IMF Ukraine; IMF
© Statista 2017

Exports growth in 2016 was -3.9%, while imports increased to 7.8% (Chan L., 2017). In 2018
Ukraine is expected to accelerate its real GDP to 3.2% and 3.0% in 2019 with further fluent
growth (IHS Markit, 2018).

As EC data states, Ukraine imports in textile and clothes make increased by 5.3% for year
2017, and exports decreased at 2.9%. In general due to implementation of Association
agreement, 'Ukraine-EU trade grew by 24% in 2017, and the country's GDP increased by
2.5% in 2017' (Klympush-Tsintsadze I., Jabarik B., 2018).

Ukrlegprom confirms that textile and leather goods market is second one after food
consumption, and is estimated in more than US$5bln per year (Appendix 2) where adults
make 34.6%, that is 81%. At the same time it's worth to mention that in the beginning of 2018

import exceeds exports in 1.9 times.

As it was stated in 2011, ‘Branded apparel remains expensive for a majority of Ukrainian
consumers and low price remains very important factor to Ukrainians. Most people still
purchase clothes at open markets, which is the biggest distribution channel for apparel, and
second-hand stores are still very popular’ (Euromonitor international, 2011). This simply
means there are two crucial points — price and quality. In case branded clothes are still rather
expensive for inner market, they can be substituted by apparel of local designers/ brands with

lower prices and better quality than second-hand ones.



Based on import statistics, main group of imported apparel is women’s and girls’ wear,
followed by men’s and boy’s wear. ‘There are two types of companies operating in fashion
retail: distributors representing Western brands in Ukraine, and manufacturers who
themselves out the market. At present, there are some business principles in the field of

fashion retail’ (Sharko O., 2015).

The trend on Ukraininan consumer goods was ‘induced by the rise of patriotic aspirations
which encouraged many Ukrainians to switch to local brands, as well as the depreciation of
national currency also contributed to this trend. The increased demand and the vacated market
niche provoked the increase in a number of clothing and shoe brands, as well as improvement
of their products’ quality’. As a result, ‘step-by-step business guide was created by the
Ukraine Investment and Trade Facilitation Center on the request of Ministry of Economic
Development and Trade of Ukraine and the Export Promotion Office with the support of the
Embassy of the Netherlands in Ukraine‘(Tilly B., 2017).

‘Textile and clothing companies are the dominant source of exports and foreign exchange in
several countries. Low income and developing countries such as Cambodia, Bangladesh,
Pakistan and Sri Lanka depend on textile and clothing exports for more than 50% of total
manufacturing exports (e.g. 80% in Cambodia, 83.5% in Bangladesh) (Keane & Velde,
2008). There is a clear indication that Ukraine is moving very quickly towards mass
production and joining the league of producing economies as this is one of the revenue-
making sector for economies. Ukraine's economy is majorly represented by providing
services (60% of GDP) and in past years import dramatically privileged export.' As per
estimated statistics, around 90% of Ukrainian apparel sector is operating in the shadows or by
grey schemes. The shadow economy in Ukraine has remained fairly stable over the years. It

constitutes 60% of official GDP’ (Khurana K. & Ryabchykova K., 2018).

According to data of Institute of Economics and prognosis of Ukraine, apparel production in
Ukraine started to increase from 2015 on, and got a rather significant growth from 98.5% in
2016 to 111% in 2017, when 100% is considered to be a mark of 2012. They also state that
there are 87.2% of small and 12.8% medium enterprises in the industry. 198 medium
enterprise sell 74.1% of goods (around US$27mln) and correspondently 1349 small
enterprises sell 25.9% of production (US$9.5mln). (Appendix 3).

National Agency of Statistics in Ukraine states that in 2016 imports in textile/ apparel to

Ukraine is twice as high as level of export.



One more interesting fact is different shadow schemes — ‘for example, fashionable apparel
was imported as second-hand goods during the process of customs declaration’ (Euromonitor
international, 2011), that can also be a fact of reducing state budget and economy of the
country as a whole. Nevertheless, according to data of State Fiscal service of Ukraine (2017
report) state budget received 25.7% more monetary funds than in 2016. This testifies hints of
improvement of legal and tax systems in Ukraine and structuring of the work of various
industries. This also gives basis for further steps in development and structuring apparel

industry.

Total import of goods increased by 27.4% in comparison with 2016 and constitutes
US$49.5bln, and export of goods was US$43.3bln that is 19% more than the previous year
(State Fiscal Service of Ukraine, 2017). There are 226 trade partners of Ukraine and main part

of international trade is done with EU countries (41% of exports, and 44% of imports).

It’s also worth to say about fell in employment by about 25% between 2010 and 2015 due to
war and military conflict, and reduction of trade with Russia (Dutchak O., et al., 2017).

Some more obstacles to the development of retail and new companies to enter the market are
‘administrative barriers, industry’s opacity and poor logistics infrastructure. Imperfect
legislation is a key factor, too: a great number of controlling bodies, sophisticated accounting
paperwork requirements and unpredictable customs are amongst the main hampering factors.
Additionally there are not enough modern shopping malls where retailers can open their
outlets, a lack that has resulted in higher rental prices in existing ones’ (Euromonitor
international, 2011). Further market growth faces ‘lack of branded products, but still
relatively low purchasing power of Ukrainians and possible political instability’. This niche
was successfully taken by local design brands and support of the movement of ‘buy
Ukrainian’, that targeted at promotion of purchasing of local products, where big part was
taken by apparel. Second-hand apparel imports in Ukraine also make a big constrants for the
development of local producers, as the prices are much lover, and is a key factor for

significant part of consumers.

Due to the recent media data, the total contribution of all creative industries of Ukraine in the
country’s GDP makes 4.04% that is about equal to mining industry (5.72%), insurance sphere
(5.11%) and construction (2.67%).



Ukrlegprom, joint representative organization of enterprises of light industry, that unites 200
members nowadays, states that in 2017 there were 475 factories working in textile industry in
Ukraine with 1547 enterprises in apparel. Ukraine has partners in 146 countries in textile and

leather industry. In 2016 its export increased in EU, and was less to CIS countries.

The following graphics show top-10 export and import countries for Ukraine in 2016.
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Most part of the export constitutes by clothes (48%) and raw materials like fibers, yarn,
fabrics, leather (18%). Ukrainian export of apparel is 64.2% of outerwear, with 17.4% of

underwear.

Ukrlegprom states that in 2017 volumes of apparel production in Ukraine increased at 7.2% in
comparison to 2016. About 43% of it went to export. Sector’s capital investments for 5 years

of dynamic growth increased by 5 times.

Table 3. Statistics of companies in apparel textile industry in 2016, presented by Ukrlegprom
(Appendix 1).

Classification as for Quantity of % to the total index | Total volume of % to tolal index of
size of production enterprises of corresponding production in corresponding type
type of activity Ukraine, mln grn/ of activity

euro (without VAT)

total 1547 100 9614,4 /313,7 100
Big (more than 250 - - - -
employees)

Medium 198 12.8 7126,6 /233.2 74.1
Small 412 22.6 1910.9 /62.6 19.9

Micro (up to 10 emp). | 937 60.6 577.4/18.9 6.0




The table 3 shows that most part of the industry consists of micro enterprises, which make
60.6% of total amount. They have rather low contribution to value added, tend to be part of
‘shadow economy’, but at the same time are the most flexible in means of adaptation to

competitive changes. They also are not very professional on the market.

The association also states that total turnover of apparel industry in 2017 increased by 12.1%
with export increase at 13.3% more than in 2016 (where apparel and knitwear constitute
45,8%), and makes 2.5% of total export of the country. At the same time import traditionally
exceeds export twice, and makes 4.6% in goods import structure of Ukraine. More than
57.8% of sectoral import was for raw materials, big part was made by clothes and textiles —

27.1%.

Talking about potential of Ukraine Ukrlegprom sees it’s growth up to 2.5 times with 2340
active companies, further implementation of EU-Ukraine DCFTA agreement, Canada-

Ukraine FTA agreement, and increase of staff workforce by 2 times (Appendix 2).

Textile/ apparel production in Ukraine is concentrated in all regions, but western ones make
more export because of their closer proximity to Western Europe and thus bigger amount of
tolling contracts, as according to Ukrlegprom (Appendix 2), the volumes of exports and
imports in those areas in textile fabrics and textile clothes are almost equal. It means factories
receive fabrics with no tax obligation, and send back ready garments. Still, the huge amount
of import is second-hand apparel that makes 54% of total imports, while knitwear and textile

clothes make about 8% together.

New enterprises on the market are mainly made with foreign investments, and learn to
manage new means of value added by combination of design with production, fashion, online
and offline sales. Among those ‘Blue moon clothing’ (Lvov), ‘Scanditex’ (Kahovka), ‘Bader
Ukraine’ (Koguchy) etc can be named. Worth mentioning a success of the brand MustHave
that from 2010 has developed into 9 shops in Ukraine, own production, online-shop and

representation of the brand in 10 countries of the world (Appendix 3).
2.3. classification of Ukrainian fashion /textile industry enterprises

According to state statistics Service of Ukraine in 2017 enterprises sell textile goods of 25.9%

of local producers, with 5.1% of underwear and 5% of knitwear.



Ukrexport states that currently Ukrainian apparel sector is represented by roughly 6000 legal
entities (including individual entrepreneurs), producing different types of textile wear,
including fur and knitted goods. The production capacities of the sector are present in all
regions of Ukraine, and mostly are privately owned. The most developed subsectors are

knitwear (38.5%), then women wear (37.3%), men and children wear.

Textile export statistics shows that mainly outputs produced in Ukraine within tolling
contracts which make up to 95% of textile apparel export of Ukraine (Tsepko O., 2010), and

main part of it is women apparel.

According to Eurostat glossary, enterprises can be classified in different categories according
to their size; for this purpose different criteria may be used (e.g. number of employed,
employees, balance sheet total, investments etc), but the most common in a statistical context

is number of persons employed:

small and medium-size enterprises, SMEs: fewer than 250 persons employed;
SMEs are further subdivided into:

- micro enterprises: fewer than 10 persons employed;

small enterprises: 10 to 49 persons employed,

- medium-sized enterprises: 50 to 249 persons employed.

large enterprises: 250 or more persons employed, where persons employed include
employees but also working proprietors, partners working regularly in the enterprise and

updaid family workers (EC glossary).

Small and medium scale enterprises sector hold a very important part in development of
emergent economies. 'Fashion communities or SMEs often suffer from problems such as less
support from government, financial issues, lack of exposure to enterprise and market trends,
customer service and preference, quality, consistency, up-to-date design’ (Khurana K. &

Ryabchykova K., 2018).

"The Ukrainian customs service remains the top problem for clothing companies in Ukraine.
Affordable financing and Ukraine's high value-added tax rate are also problems, especially for

SMEs. Exporters are drained of their earnings from abroad by the regulations of the National



Bank of Ukraine. Exporters have to sell all of their goods within a 90-day period' (Timchenko
L., 2016).

In total, 'the number of Ukrainian clothing brands accounted at between 500 and 600 in 2016
(Timchenko 1., 2016). Recently, the number has even increased, with around 200 active

participants of Fashion weeks.

Most of Ukrainian brands in order to avoid double taxation, prefer to work for European

brands.

With growth of patriotism, active youth established a lot of local brands and sell clothes to
customers directly via social networks (Facebook, Instagram etc). 'Fashion segment is the

fastest-growing one in Ukraine at the moment. About 70% of purchases are made online'
(Timchenko I., 2016).

2.4. notion of Value added

Fashion industry has its own infrastructure that consists of four levels: primary level of textile
production; secondary level of designers, manufacturers, wholesales, and vendors; the retail
level, which includes all types of stores and distribution points of sale; and a fourth level — the
auxiliary one — that connects one to another via the press, advertising, research agencies,

consultants, and fashion forecasters (Stone, 2013).

This research is aimed to focus mostly on the second level of fashion infrastructure, primary
on the level of designers and manufacturers who actually produce the garments. With the
decades the role of each side and its benefits from apparel sales have changed gradually.
Nevertheless, designers or manufacturers stayed the ones who are responsible for the design

and production of apparel, especially when talking about SMEs.

‘Out of all Ukrainian producers, 351 enterprises refer to medium and big-scale production
entities. And the main bulk of Ukrainian apparel comes from SMEs and individual
entrepreneurs’. ‘Big scale producers, in comparison to medium and small enterprises, apply
more imported raw materials. This category of producers, having the bigger export
constituent, mainly due to tolling contracts are oriented on mid to high-price segment of
clothing, so they have to keep to the highest standards, which could be achieved mainly by
applying the imported outputs from recognized producers, as, unfortunately, the domestic

ones still do not fully meet the market requirements neither in terms of quality and nor in



assortment’ (Tsepko O., 2010). Export oriented producers are mainly big enterprises, working
on tolling contracts, and in order to meet the contractor’s requirements, they need to

streamline big part of their revenues into new equipments.

The major of SMEs are more oriented on domestic market and low to middle-price segment
customer, and raw materials for this category are mainly of the low price sector (Tsepko O.,

2010).

In order to lift the prices of goods produced it needs to view the notion of Value added, that
in textiles and clothing (% of value added in manufacturing) is defined by Index Mundi as
‘the sum of gross output less the value of intermediate inputs used in production for industries
classified in ISIC major division D. Textiles an clothing correspond to ISIC division 17-19’
(Index Mundi, 2018). According to the Financial Times lexicon, in economic theory, value
added refers to ‘the worth added to a product during the production process, meaning the
difference what the producing company paid for its inputs and the price it charges for the
finished goods’ (Financial Times Lexicon, 2018). Investropedia describes it as ‘the
enhancement a company gives its product or service before offering the product to customers’

(Investopedia, 2018).

In business, the difference between the sale price and the production cost of a product is the
unit profit. In economics, the sum of the unit profit, the unit depreciation cost, and the unit
labor cost makes the unit value added. Sum of value added of all units sold is total value
added, that is mostly equivalent to revenue. It is higher for manufacturing companies than for

retail companies (Wikipedia, 2018).

The survey of the research will be concentrated on figuring out the production process of
units in Ukrainian fashion industry, and the relevant sample will consist of the most
successful designers and brands in Ukrainian fashion industry nowadays, which are
manufacturing companies themselves, so that having the highest value added to the goods

produced.

Textiles and clothing is among top five traded manufactured product groups in the world.
That means that textile producers face a great challenge to offer a unique value proposition
and differentiate their products from the rest. Value added to apparel products could be

achieved by enhancing either the form or function or both.



As informs the State Fiscal Service of Ukraine in 2017, VAT came to the state budget is
23.6% higher than it was in 2016. Taxes came to the budget from PEs (private entrepreneur)
were 34% more than in 2016, that gives possibility to say about growth of amount of SME in
Ukraine recently (State Fiscal Service, 2018).

‘While Ukraine has a lower per capita GDP than many other European or Balkan countries,
its urban retail environment has developed significantly in recent years with an influx of
international brands, driving greater interest in, and purchase of, discretionary wearing

apparel’ (Bishop M, 2011).

The number of fashion and trade shows constitutes the dynamics of design apparel industry
growing in Ukraine. The main fashion events take place in Kiev - Ukrainian Fashion Week
and Mercedes-Benz Kiev fashion days, which represent the biggest part and most successful
designers in Ukraine, so that in total it’s more than 150 designers (MoreDash, Ukrainian

Fashion week).

There are local fashion weeks/ days initiatives that have regional character, like Odessa,
Lvov, Dnipropetrovsk, Kharkov, but at the end most successful and perspective ones come to
make their presentations in Kiev. ‘Fashion week events in Kyiv now attract journalists and
buyers from across the world, all eager to identify new talent emerging along the Ukrainian
fashion conveyer belt’. ‘At present, ‘Made in Ukraine’ brands are seen as must-have items in
the Ukrainian capital, with competitively low prices combining with patriotic passions to
make local labels more popular than ever’ (Varava A., 2016). So that leading Ukrainian
retailers stock local brands, which show commercial success. Moreover, clothes of Ukrainian
designers are sold all around the world, including EU countries, US, Poland, the UK, Middle
East, and Asian countries. Individuals make the main bulk of apparel consumers in Ukraine,

up to 85%.

‘Most definitions of the cultural industries are based around a combination of five main
criteria — creativity, intellectual property, symbolic meaning, use value and methods of
production’ (Galloway S. & Dunlop S., 2007). Logically, the products made by creative

industries have to have a value added.

Creative industries nowadays are part of the innovation system of economic order. So that
creative industries are defined as ‘the set of economic activities that involve the creation and

maintenance of social networks and the generation of value through production and



consumption of network-valorized choices in these networks’ (Potts J, et al., 2008).

‘European creative economy has annual revenues of EU535.9 billion that contributes to 4.2%

of Europe’s GDP’ (Canon, 2016).

In finding out what creative industries are Dunlop S. (2006) is talking about their activities
involve some forms of creativity in their production, their concern with the generation and
communication of symbolic meaning, and embody of some form of intellectual property in
their outputs. According to Howkins J. (2001) and his understanding of creative industries

fashion is meant as part of them.

All these things lead to a conclusion about value added that need to be viewed and measured

when talking about economical benefits.

It's also worth to mention that CMT (defined as ‘cut, make, trim’ process) as it is has no or very
little added value to it’s production process, thus might be less interesting for support if the
country wants its economy to grow and develop. It’s true that CMT gives labor workplaces, it can
be good start to recover and develop the economy, but when talking about evidence of the
creativity of the nation and value added it can bring to the whole apparel production process, the

notion might not be neglected.

In the first quarter of 2017, domestic retail sales in Ukraine were up by 3%, according to State

Statistics Service (Talant B., 2017).

Business principles of fashion retail were first articulated in the article of Andrey Kalmykov
7 main trends of fashion retail’ (Table 4.) (Sharko O., 2015). This shows that in order to have
good sales and being visible on the market, local brands have to be competitive with foreign

ones.

'"The development of local linkages with garment assembly such as business support systems
may facilitate the transition into higher value added activities and horizontal diversification

into other sectors' (Keane J. & Willem te Velde D., 2008).

‘The main problem for Ukrainian brands development is absence of structured retail networks
to contribute to brand’s recognition among customers. Negative tendencies in domestic
apparel sales are mainly explained by the reduced purchasing capacity of Ukrainian
consumers and by the ongoing expansion of cheap imported fabrics for total value of $820

mln’ (Tsepko O., 2010).



Table 4. Principles of fashion retail

The name of the principle

Features

1. The principle of the modern market

There is no market competition products, there is market competition
brands

2. The principle of stability of demand
growth

In the segment of fashion retail is growing the purchasing power of
potential buyers, in the absence of a mass commitment to a particular
brand

3. The principle engine of progress

Fashion is the engine of progress, makes you look forward to constantly
evolve, to enjoy life and to surprise others

4. The principle of intensity of Internet
resources

In the fashion world and the Internet is ahead of all other news sources:
quick and comprehensive coverage of trends, exchange of opinions,
information availability. The largest fashion houses in the world have the
most stylish website on the entire Internet

5. The principle of network development

All retailers of fashion brands are characterized by the principle of
consistency

6. The principle of refusal from the few
platforms

Advanced brand companies use large shopping area as a symbol of the
success of the company

7. The principle of effectiveness of retail
space

Trading platform all branded companies use the maximum efficiency of
retail space

The main bulk of consumers for domestic apparel is middle-class buyers, who mainly lose in
purchasing capacity, so that to stabilize the balance local producers have to organize prices
according to capabilities of consumers. While upper class representatives are stable in their
preferences for leading international brands, but also greatly support the trend of wearing
'made in Ukraine', produced by local creative talents /design brands. In that case they also
become role models for middle-class who by means of social media and press follow them,

and correspondently accept the trend.

Value chain is extremely important aspect in textile-clothing sector. The idea is to generate

greater value added that would lead to greater competitiveness and greater market focus.

‘The value chain of the textile-clothing sector comprises three levels: fibres and textiles,
apparel or clothing and distribution’ (Dicken, 2003). So that, two different activities can be
distinguished: textiles and clothing/ apparel.

According to the Michael Porter Value Chain (1985), the primary activity of operations
specifically concerns the creation of the product, ‘machining, packaging, assembly...and all
other value-creating activities that transform the inputs into the final product’. This model is
used to describe the process by which businesses receive raw materials, and add value to the
raw materials through various processes to create a finished product, and then sell this product
to customers. There are two ways to obtain competitive advantages: first, is production cost,
and second one is differentiation that seeks to provide unique value for which the customer is
prepared to pay. Fashion production chain consists of the following processes or stages: raw

materials supply, including natural and synthetic fibres; provision of components, such as the



yarns and fabrics manufactured by textile companies; production networds by garment
factories with subcontractors; export channels; marketing networks at the retail level (Cuc S.,

2015).

Table 5. Fashion production chain.
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' On the one hand, some value chains are focused on producers (‘producer-driven value
chains’) in which manufacturers play a central role and, secondly, some value chains are
focused on buyers (‘buyer- driven value chains’) in which retailers and brands are central’

(Godart F., 2014).

All the clothing articles can be separated into basic products and fashion product, with the
latter contributing greater value added and thus a higher price. Industrialized countries, such
as EU-25, have excellent prospects in value added textile and clothing products, using

relatively low-cost labor from recently joined countries — Poland, Czechoslovakia, Romania.

At the same time, fashion products, especially those with the highest value added, must
include a differentiation factor. The differentiation factor is usually a very distinctive style. In
fashion markets, the consumer looks a product with social significance, but the same time a
product that is functional and, above all, which has a distinctive style (Knight & Kim, 2006).

Product quality and service quality are also important aspects.

The provider is the value creator who delivered goods to customer through an exchange
transaction. Value was created inside the production process and it was reflected in the market

sale price (value in exchange) (Porter, 1980)’. Today, the value chain model is replaced by



networking culture and the synergic co-operation of many actors with constant interactions

and experiences sharing (Tartaglione A., Antonucci E., 2013).

Nowadays participation of the customer in value co-creation is a key leverage. In Ukraine
fashion designers/ SMEs in the fashion field work also as atelier, creating made-to-measure
garments, so they receive information about clients’ tastes and most-sold items of the
collection in direct communication with the customer. So that for the next season collection
they will take into account their customers’ opinion and tastes. Customers can also order
something from designers directly and get the clothes in a short-term. Here the business
model combines haute couture or ‘made-to-measure’ model with fast fashion one. This
individual approach of course weakens the industrialization of the brand and decreases
volumes of production, but on the other hand, helps the brand to establish deep and

personalized relations with the client.

Today’s apparel market is driven by two trends — shortening shelf life and Internet retailing
(Hunter A. & Lowson R., 2002). This means tangible value added, when Internet radically

transformed both B2B (business-to-business) and B2C (business-to-consumer) commerce.

Womenswear in Western Europe especially are driven by fast fashion, which has had a
negative impact on value growth. The value can be found in new designs only, mainly in
luxury segment of the market, that are hard to copy by mass market brands. It's pertinently to
mention the possible threads which can face luxury market goods/ the ones with high value

added to enter fashion industry European or global market:

- In Luxury there are often higher costs in production than in fast-fashion consumer goods
because of the cost of manufacturing in the country of origin of the good, and amount of
manual labor needed to produce a garment according to the guidelines and complexity of the

good.

- With ready-to-wear produced in factories faster and greater consumption is conferred due to
finished product in standardized sizes. Supply can now meet demand quicker and at greater
volumes. Moreover, it’s not easy to enter luxury market as there are capital costs, economies
of scale and heritage as main factors. Fashion conglomerates can purchase less successful
luxury brands and get return on investment in many years. The cost of entering luxury market
from scratch would be rather high. Even if a new entrant is in place the costs to advertise,

have a fashion show on a correspondent level will be exorbitant for a new company.



- Heritage can be mentioned as another important barrier to enter a luxury market. Reputation
of luxury brands is build through legitimacy of the product and a rich history of high quality
production. This factor is also tied to geographical location of the company and roots of its

origin.

Nowadays there are two main processes that effect apparel industry: the outsourcing of
production to foreign countries in order to cheapen costs, and the boom of fast fashion, when
design itself is not more the most important factor of purchase. Most of fashion houses try to

use cheaper materials and trim the cost of labor.

For consumers, the higher price means perceived value. So that many brands outsource their
production to developing countries, but still attain brand quality standards. These mechanisms

work also in Ukraine that recently works a lot with CMT, mainly at large enterprises.
3. Survey analysis of Ukrainian apparel womenswear

The survey was developed with the focus on size, and production volumes of designers’

enterprises, with the aim to find out the value chain and the process of formation the price.

In the current research the survey was developed around the value chain and the process of
forming the price for goods in order to find out value added for designers apparel produced in

Ukraine by mainly SMEs.

It’s worth to mention that normally Ukrainian designers count net price of their garments and
then sell multiplied by coefficient 2.3-2.7, sometimes 3.0 to end customers (depending on the
design, fabrics and creativity of the clothes). They don’t normally work with big retail chains,
mostly working as design ateliers and having the same prices for the final customer in retail
and in the atelier. The survey also includes the section of sales geography of designers/ brands

in order to investigate if they are sold mostly at local market or work for exports.

The total number of active, well-known and successful designers and apparel brands in
Ukraineis about 200 out of total 1547, registered by Ukrlegrom in 2016. Survey participants
constitute 22 names, most representative participants in the industry who are present on the
market for more than 2 years, - that makes 10% of relevant sample of study. All the data

gathered is made for 2017.

3.1. Findings



Analysis of the surveys shows that all design brands in fashion/ light/ textile industry in
Ukraine have different approaches to organization of their business, forming prices and
estimation of their value chain. The reason is that almost none of them has got European
professional education in the sphere, and are lead by own feelings about business
development or some advices. The common feature is that all buy textile, none produces itself
from raw materials. Depending on the segment of the brand, price for textiles differ. That
influences the final price of the garment. In most cases the most important cost items are
fabrics, design and production, as most of enterpices are medium, small or micro ones, so that
the quality is one of the key features. Orientation on the market prices and purchasing power
of the customers give them no possibility to invest in advertising or PR activities, also
because the volume of production is rather small. All the goods are in pret-a-porte segment,

that presupposes a bit of exclusivity and readiness of a customer to pay for design.

Brand value for traditional fashion is catalyst for the company’s philosophy that must be
transmitted by means of advertisement and communication strategies with the audience.
Ukrainian designers, as also confirmed by the survey results, don’t pay much attention to
advertisement campaigns of their brands. Some do, mainly online, or very rarely — placing

them in some magazines.

Most of the brands don’t put a lot of % into design value that means there is a space to
increase value added by means of creativity, and putting more value into design. Big part of
value chain is formed by fabrics, as there is no local fabrics produced by Ukraine for the local

market, and many brands purchase fabrics in EU or Turkey.

Further calculations show that average design value added for medium companies in fashion/
light/ textile industry in Ukraine counts US$56.598.300; average design value added for small
companies is US$9.321.500, and total estimated value for desing Ukrainian apparel industry
(SME) is US$65.919.800 (Appendix 8), with total volume of SMEs production of
US$34.88mln.

Total value of design for medium-sized enterprises in Ukraine makes 21%, and for small-

sized enterprises in fashion/light/textile industry — 12.8%.

Taking into account that 2017 GDP for Ukraine was US$109.32 bln (Imf.org), share of design
of women clothing /apparel in GDP will be 0.06%, that is about 0.1% of total GDP of the

country. Based on calculation of data from survey, more fashion design value is in medium-



sized enterprises in Ukraine. 0.06% of total GDP is rather big contribution of women
clothinhg design to the country’s economy. It’s important and worth supporting. As if it’s

doubled over few next years through support, the economy would rise by 0.1% as a result.

For instance, Ukrstat says the production of honey in Ukraine is US$3.3bln (Ukrstat.org,
2017). It means women fashion design (US$1.6bln) is about half the value of honey but

honey has got much more attention, and can’t increase value added a lot.
4. Fashion industry structure in France, GDP and value added

According to Statista.com, revenue in the world apparel market amounts to US$427.217m in
2018, and the market is expected to grow annually by 1.8% (CAGR 2018-2021). The market
largest segment is ‘women’s and girls’ apparel with the market volume of US$164.642m in
2018. Today's fashion industry began in France, with worldly recognized fashion labels and

houses presented at the moment, like Louis Vuitton, Dior, Chanel, Hermes etc.

‘Turnover (creation, production and retail) of the French fashion industry: 67 billion €
(textiles and apparels), 22 billion € (shoes and leather goods). At large the fashion industry
(textiles, apparel, shoes and leather goods, jewellery, eyewear and beauty products) delivers
150 billion € turnover of which 33 is exported), representing 1.7% of the French GDP (IFM,
2016). Within the 150 billion €, manufacturing represents 33€, wholesale 43€ and retail 74€.
However note it is estimated that 75% of the apparel and shoes bought by the French
population is imported’ (Appendix 7).

Average company size is relatively small, that's why they trade mainly within the internal
market. ‘Intra-EU export represents 70% of EU trade to the world’ (Euratex, 2016). In EU
SMEs generate 57% of value added in non-financial business sector. 70% of EU-28

employment in the 'retails and wholesale trade' sector are accounted SMEs.

‘Companies with less than 250 employees represent 90% of all claimants receiving research
tax credit in France, and tend to receive more public procurement orders than before. The
total turnover of SMEs grew by 1.7% in France. SMEs represent an added value in France’
(Bpifrance, 2017).

Total VA in creative industries in France in 2012 accounted 4.481% of GDP. This 'add value
is the most important indicator for economy development and structural competitiveness'
(Martinaityte E., 2015). ' According to the IFM study, French fashion industry represents 150

billion euros of direct turnover, a value added of 2.7% of GDP and generate 1 million jobs in



France' (Appendix 5).

Paris is considered to be the capital of fashion due to historical reasons. First of all, because of
several main innovations in fashion emerged in Paris, such as notion of designer as important
figure, or the institution of the fashion show (Godart F., 2014). French fashion was
instrumentalized by French leaders notably by Queen Marie Antoinette. This influence, linked
to the political power of France at the time, was also supported by economic and social
factors such as the existence of a large textile industry in Paris. So-called ‘hundred years’
fashion regime lasted about a century and was based on the ‘the predominance of haute
couture, with at its centre couturiers like Charles Frederick Worth and Paul Poiret. Paris as a
fashion capital has survived World War II, notably because of the role played by the New
Look of Christian Dior in 1947, which reasserted French style on the global stage’ (Godart F.,
2014).

Also, France benefited from the consolidation of its position in the luxury and fashion
industries through the creation, in the late 1980s and early 1990s, of the two fashion groups
LVMH and PPR (today Kering). They allowed Paris to retain its dominance despite the
emergence of major competing markets and the outsourcing of production to low-cost
countries (Godart F., 2014). In the field of fashion, despite the existence of important centres
of textile or stylistic production in, for example, Roanne and Cholet, Paris is a central

location, because of concentration of fashion conglomerates, events, shows and fashion fairs.

After a period, until the 1960s, characterized by the domination of the industry by small and
medium-sized enterprises (SMEs) which ‘pushed’ their products to retailers in a value chain
focused on producers — a ‘producer-driven value chain’ — retailers took over and, focusing on
costs, created a value chain centred on buyers that led to the decline of the French domestic
industry. The current model seems to be characterized by a revival of SMEs now organized in
networks, especially in Roanne and Cholet, while the Parisian Sentier seems to evolve
towards lower-quality edgy fashions. In sum, organizations and institutions are at the core of
fashion (Giusti, 2009) and drive most of the larger-scale changes happening in the industry
(Godart F., 2014).

‘The largest sector of the textile industry is the manufacture of textiles (NACE division 17)
which accounted for 49% of value added in 2001. The remainder was split 33% for the
manufacture of clothing’ (Sura W., 2004). Direct turnover of the fashion industry in France

makes EU150bln, including EU33bln in exports, with 1mln number of jobs in the fashion



industry. 2.7% is the share of French GDP generated by fashion, with the amount of EU1.2bln

of annual economic benefits coming from fashion weeks in Paris (Fashion Key figures, 2016).

In 2016 the French apparel and non-apparel manufacturing market grew by 1.2% to reach a
value of US$19.616.3mln, or 2.7% of France's GDP, and forecased to have a value of
US$21.158.9mln, an increase of 7.9% since 2016 to 2021. France also accounts for 16.4% of
the European market value in apparel and non-apparel manufacturing. Apparel is the lartgest
segmet of the French fashion sales, with the market volume of US$8 bln in 2017, and in 2016
accounted 11801 enterprises in France (MarketLine, 2017). 'From the last records, in 2016,
the fashion industry in France represented 1.7% of the GDP which is a very important sector

generating high employement’ (Appendix 6).

According to EC data, the sector accounts for a 3% share of value added, and the sector is
based around small businesses. ‘Companies with less than 50 employees account for more
than 90% of the workforce and produce almost 60% of the value added’ (European
commission, 2018). Textiles and apparel (72%) have the highest level of export orientation in
France (OECD-WTO, 2015). 62% of all manufactured by European high-end brands are sold

outside Europe that makes 10% of all European exports.

In general fashion and apparel manufacturing produce high-value added products, and is an
important part of creative economy. 'Made in France' refers, in principle, to products made
mainly in France. According to customs, a product is French only if 45% of its value added
was produced in France' (Appendix 5). "With regard to the "made in" rules, under EEC (and
also WTO) regulations, garments or products (such as bags or shoes) made in more than 2
countries are said to originate in the place of ‘their last, substantial, economically justified
working or processing’. For French customers it means firing the French taste, quality, safety,
compliance to social and environmental rules, higher prices but supporting the local economy.
For foreigners it’s about quality, luxury, originality and taste, French refinement and high

prices’ (Appendix 7).

It’s a logical conclusion, that France made its apparel/fashion industry a brand that represents
the country and is perceived worldwide, consequently allows French goods to increase value
added in their products, as it will meet the expectations of customers. Despite, fashion in

France is a ‘private sector. It’s a part of the unique 'Art de Vivre' which made France the first

luxury and fashion trend promoter, and is regarded as such today still' (Appendix 7).



‘In France, there is a major concentration of creative employment around Paris with the

remainder thinly spread over the rest of the country’ (Boix R., et al., 2014). Fashion is one

part of overall creative industries, and it’s true to confirm that its main concentration is

around Paris too.

As for statistical data in France, it’s worth to take into account some important figures:

- ‘Revenue in the apparel market amounts to US$40,050m in 2018, and in Fashion

segment amounts to US$15,616m. The market is expected to grow annually by 0.06%,
and in fashion segment — of 8.9% (CAGR 2018-2022) in a market volume of

US$21.991m in 2022.

- The market’s largest segment is the segment of ‘women’s and girls’ apparel” with a

market of volume of US$15,891m in 2018, while menswear account for just 32%.

- In the market for apparel, volume is expected to amount to 3,301 m pcs. by 2021’

(Apparel Report, 2018).

European comission shows that around 99.8% of all enterprised in the EU are SMEs.

Eurostad confirms that 99.9% of all enterprises in France are SMEs, that makes EU506bln in
value added in France, means 54.5%. In the EU it constitues 56.8% share' (DIW Econ, 2017).

In 2001, the manufacture of textiles and textile products (NACE divisions 17 and 18)

generated EU63.1 billion of value added in the EU, some 41% of which was accounted for by

small enterprises (with less than 50 persons employed). Small enterprises accounted also for

more than 61% of the value added generated by the manufacture of leather products (division

19) in the EU (Sura W., 2004)

Table 6. Enterprises and value added in France

i
| Class size Number of enterprises Number of persons employed Value added
(!
France EU France EU France EU
Number Share Share Number Share Share Billion € Share Share
Micro 2958722 95,7 % 93,0 % 4 982 386 319% 29,8 % 2143 231 % 209 %
Small 110746 36% 58 % 2749510 17,6 % 20,0 % 155,3 16,7 % 17,8 %
Medium-sized 17 643 0,6 % 09 % 2142033 13.7 % 16,7 % 136,4 14,7 % 18,2 %
SMEs 3087 11 99,9 % 99,8 % 9873929 63,2% 66,6 % 506,0 545% 56,8 %)
Large 3929 0,1% 02 % 5754 668 36,8 % 334 % 4221 45,5 % 432 %
Total 3091 040 100,0 % 100,0 % 15 628 597 100,0 % 100,0 %| 928,2 100,0 % 100,0 %




The fashion and luxury goods market structure is an oligopoly by nature. An oligopoly is a
market structure in economy theory with a few firms, significant barriers to entry, and
powerful potential for differentiating products produced by the firms in the market.
Nonetheless, if more firms are enticed by the market attractiveness and join the market, the
concentration of firms is lessened and therefore market share and power decline. The pricing
of goods at this point would become closer and closer to marginal cost due to the rise in

competition.

On June 29" 2017 the Federation de la Haute Couture et de la Mode was announced as the
main body that confirms criteria for fashion houses in France, and falls under French
Department of Industry. Its role is to grant the rules of ‘Haute Couture’ to French fashion

houses, organize the Fashion Weeeks (Appendix 7).

The fashion and luxury goods sector of the French Economy is made up of multi-brand
conglomerates and mono-brand privately held or family firms. The three most powerful
multi- brand conglomerates are LVMH, Richemont, and Gucci Group. The historical
development from small family businesses to powerful publicly traded entities has occurred
through numerous acquisitions and mergers, which consolidated the major players into
powerhouses with copious brands under their control. Thus, the market share of these three

conglomerates (which will be shown below) is relatively concentrated.

The Comité Colbert began in 1954 as an association of 12 French luxury houses united by
Jean Jacques Guerlain. The association is now comprised of 75 luxury houses whose goal is
to internationally promote the French culture, superior craftsmanship and heritage. Collusion
in its pure form is an agreement when firms collaborate in order to alter the good of a price or
stop supply in order to gain an unfair market advantage. Sales of these 75 companies
represent 26 billion euros and employ 128,000 people in France. Exports account for 85% of
their sale (on average). Some Comité Colbert members are Mellerio dits Meller, Yves Saint
Laurent, Chanel, Rochas, Christian Dior, and Veuve Cliquot Ponsardin.

The economic importance of the Comité Colbert is linked to the fact that the Comité fights
against the economic threat of counterfeiting which is both damaging to profit and brand
image. Additionally, the solidarity among the firms, which belong to this group, creates
barriers to entry for those who are not in the comité. Engaging in friendly competition, the
member houses agree not to infringe on design rights. All in all, the Comité protects the

economic importance of French luxury brands (Comite Colbert).



According to the experts’ data in the industry in France, fashion ‘firms like LVHM has
EU75bln value on the market with EU36bln annual revenue; Hermes is estimated at EU32bln

with 5bln annual revenue; Chanel is EU9bln with 7.5bln annual revenue’ (Appendix 6).

In 1982, the working Minister of Culture authorized the Chambre syndicale du pret-a-porter
des couturiers et des createurs de mode to make collection presentations, and were helped by
the Ministy of Culture. Governmental support was also given later by French president
Francois Mitterrand, who hosted couturiers, createurs and fashion journalists at a reception in
the president residence in 1984. In 1991 and later on in 2001 the French government modified
regulations of the Haute Couture category to allow some newcomers to enter the category
(Chapain C., Stryjakiewicz T., 2017). French fashion Federation works also as mediator
between the press and the fashion industry. It also helps to regulate negotiations on salary and
employment matters with trade unions; it informs and advices its members on legislation and
regulations concerning economy, tax and trade; and works in collaboration with government
and all related public services to fight forgery in France. The authors claim that the French
national government has been a key player of the French fashion ecosystem and has
supported Federation in various ways over the years. There are schools attached to the
Chambre Syndicale de la Couture which provide training courses also enable young people to
become aquainted with the techniques of the industry and French fashion world. The
Federation is also a member of the FORTHAC, a registered fund-raising body operating on a
shared management basis, that collects firms' in-house training tax and develops policy on
training matters. The Federation together with partners has also founded an association called
FITHAC, which manages the administration of in-house training of fashion houses situated in

the Ile-de-France (Waddell G., 2004).

On example of Paris, similar professional organizations were created later in London, New
York and Milan in order to enhance the fashion industry in the respective cities. It shows the
ways of regulating a creative activity inside a country and also shows that international

dynamics can be successfully handled by a professional organization.

Within the segment of luxury apparel there are two main taxonomies (need to be
distinguished especially in France, that is a motherland of haute couture): haute couture and
ready-to-wear. In this work the research is focused on ready-to-wear segment, but in order to

define it is invaluable to first define haute couture and successively, ready-to-wear.



One of the main characteristics of haute couture is that it is made to measure, bespoke. Haute
couture creations are protected by the Chambre Syndicale de la Haute Couture, which are
made by at least fifteen workers full time working in an atelier. ‘The federation de la Haute
Couture et de la mode promotes Paris as the city of luxury, manages the fashion weeks,
decides if the brand can be part of ‘Haute Couture’ fashion week’ (Appendix 6). ‘Paris
Fashion Week generates € 1.2 billion in economic benefits and € 10.3 billion in commercial
transactions each year. For the local designer this is the period when they hope to sell their
collections and to make the maximum of contacts for their business' (Appendix 5). It's also an
'important business platform represented by the great number of investors and groups whose
attention is turned to Paris during each Fashion Week along the year. PFW is the one showing

the biggest number of collections, both local and internationals' (Appendix 7).

French law specifically protects haute couture and ready-to-wear and the existence of the
Comite Colbert exemplifies cooperation between the luxury houses. Internal production of
France ‘is almost exclusively dedicated to luxury goods, such as the 'Haute Couture' label,
and very exclusive leather goods manufactures, due to the high level of know-how and
specialised professionals, nevertheless the government is promoting external production by
custom and import-export politics, permitting companies to chose the level and extent of their
production accordingly to their commercial and financial strategy' (Appendix 7). These
policies help to maintain the brand of French fashion, 'made in France', Haute Couture, with
tangible added value and support by that the possibility of more revenues by lowering the

costs of pret-a-porte goods with schemes of outsource production.

Euromonitor report 2017 shows a current value decline in apparel and more conscious
approach of customers to purchases. Marketline also states that ‘potential new entrants to
French apparel market could be put off by the fast fashion trend which has reduced margins
and increased the emphasis placed on economic of scale, increasing the investment a new
entrant would require’ (MarketLine report, 2017). The report also says that suppliers in the
market vary in size and offer a range of different products that fragments the market, with

large number of suppliers present reducing supply power.

The market is also very capital-intensive: factory premised, specialized equipment, trained
staff are required. Market is highly automated but at the same time machinery can be
expensive. Fast fashion has created culture of frequent purchases, reduced margins for

retailers and manufacturers, making the market harder to operate in (MarketLine report,



2017). In this conditions governemental and non-governmental policies are at a hand, to

orient customers and producers to slow fashion.

It’s worth to note that as for policies introduced in fashion industry in France, Paris-based
designers have got better access to funding. ‘French government has a long tradition of
supporting fashion companies. In the IFCIC (I'Institut pour le Financement du Cinéma et des
Industries Culturelles), France’s lending institution for culture, launched the Young Fashion
Designers initiative, backed by Chanel, Balenciaga, Louis Vuitton and the French ministries
for culture and the economy. The IFCIC provides loans of up to 100,000 euros (US$113,000)
to brands between two and ten years old in order to provide the cash flow needed to produce a
collection. The scheme has granted loans amounting to 2 million euros to young labels
including Officine Générale and Olympia Le-Tan. And after positive feedback from
designers, the programme has recently been renewed for five years. Starting in 2012, the
IFCIC also began guaranteeing bank loans of up to 300,000 euros for emerging fashion
labels. Thus far, it has guaranteed 3.4 million euros in loans. The Banque Publique
d'Investissement (or Bpifrance), France’s state-owned investment bank) also operates a

fashion-focused fund called Mode et Finance, the fund generally makes minority investments

of between 400,000 euros and 5,000,000 euros (Neuville J., 2015).

Experts in fashion say about 'funding from corporate sponsors, which make a number of key
fashion prizes with renewed vigour. Here is Chanel partnership with ANDAM (Association
Nationale pour le Développement des Arts de la Mode) as for launch a Fashion Accessories
prize for designers under 40 who won a French company with a turnover of under 1mln euros.
The winner receives 30,000 euro and mentorship from Swarovski. ANDAM has got number
of programmes with DEFTI (a state-run organization that promotes the textile industry), OTB
Group, Saint Laurent and LVMH’. ‘The world largest conglomerate LVMH lanched the
LVMH prize with fund of 300.000 euro and a year mentoring from LVMH, is aimed not only
at French fashion brands. For instance, 2015 LVMH prize finalist Vetements, a french label
founded in 2014, has got great recognition after participation in the contest. The government
supports organizations that support creation in the fashion and design sectors through APCI -
Agency for the Promotion of Industrial Creation, ANDAM Award or the Agora Grant for
Design, Poster For Tomorrow, Platform Social Design, Culture (s) of Fashion, the French
Alliance of Designers by offering some grants, by creating a minimum threshold for

designers. IFCIC (I'institute pour le financement du cinema et des industries culturelles) from



2012 granted bank loans of up to 300,000 euros for emerging fashion labels; in total it has

guaranteed 3.4 mln euros in loans (Appendix 5).

'"The Festival de Hyeres, launched in 1985, and recently sponsored by Chanel, has become a
more powerful platform for young designers. Private funding too is flowing to French
designers. Like in 2014, Etudes Studio raised 400,000 euro from investment fund Fashion
Capital Partners. Many of new wave young French designers also benefit from important
mentorship opportunities from the leaders of the industry: the Federation du Prét-a-Porter also
offers free mentorship to companies under 10 years old and also will launch Traffic, a three-
day tradeshow that aims to connect designers with professionals in areas including marketing,
shipping, production and legal counsel. The Federation de la Couture and DEFI also run a
programme to help young designers set up and cover the production costs of a fashion show,
but sometimes it of course lacks promotion. Independent small labels are rather tough to
operate because of the rules of French apparel market and established big players’ (Appendix
6).

APE, government shareholding agency in France, modernized after 2014, has a mission to
‘Manage the Government’s shareholding portfolio, acts as an equity investor in companies
deemed strategically important to bring stability to their share capital or provide them with
support to grow or navigate a transition phase’, helping enterprises with strategic and
financial transformations; with a portfolio of 77 companies, representing total equity of nearly
€110bn and more than €145bn in cumulative revenue’ (APE, 2015). Those companises got
lower discount rates, increase in financial, banking and tangible assets, that resulted in
increased cash flow and capital expenditures. The company listed didn't yet include fashion
enterprises, but as it is one of French priority policies, it can happen in the future. This can

also be an example of policies suitable as further steps for industry development in Ukraine.

French fashion enterpreneurs are supported from the governmental side by 'tax incentives (the
best known one is "le crédit impdt collection" which is a 30% tax credit based on the
expenses generated for the creation of collections), guaranteed loans (IFCIC and BPI), money
given for fair attendance, whether national or international (le Défi), the Mode business

angels scheme of the Fédération du prét a porter féminin’ (Appendix 7).

'Fashion industries in EU make substantial investment in intangible capital (design,
marketing, branding etc) and non-technological innovation, which are important factors in

adding value to fashion materials, products and processes' (EC, 2012).



'"The Governmental policy with regard to the Fashion Industry in France was elaborated by a
specific CSF (Comité Stratégique de Filiere) Mode et Luxe, appointed by the Ministry of

Industry; committee that has defined the following action plan:

-to rebuild and consolidate an industrial textile, fashion and luxury industrial cluster;

-to strengthen the attractiveness of the Fashion industry and meet the needs of companies;
-to consolidate the links between contractors and subcontractors;

-to support, particularly financially, the emergence of new players;

-to promote French talent and know-how’ (Appendix 7).

By all planned and implemented policies France projects ‘GDP growth to average 1.3%
between 2020 and 2046’ (IHS, 2017).

S. French policies in fashion industry, comparison with Ukrainian realia

Process of globalization leads to the rapid increase in wealth around the world that also
influences the structure of the fashion industry. Studies confirm ‘the enormous increase in

demand and the shifts in buyer profiles for high fashion goods’ (Anheier H., & Isar Y., 2008).

As for the other trends in today's fashion industry situation which were noticed after
globalization start and have their continuation and development nowadays, researches
distinguish 'the emergence of an emphasis on local designers in new regional fashion centres',
'significant decline in haute couture houses over the past 60 years, and rise of 'democratic
fashion' (Anheier H., and Isar Y., 2008). Street fashion seems to play the main role in

consumption volumes.

It's a question of national policy to support 'Made in France' that according to experts
definition for French consumers is 'fitting the French taste (design, dimensions, sizing);
quality (durability, wearing experience); safety/ security (with regard to harmful substances
and compliance to certain specific rules; i.e. for childrenswear); compliance to social rules
(minimum wages, workers' conditions); compliance to environmental rules; higher prices than
regular but supporting the local economy’, and for foreign customers it stands for ‘quality,

luxury, originality and taste, French refinement, high prices’ (Appendix 7).



Experts in fashion industry in France claim that fashion industry is not really institutionalized
in France: ‘French government manages the economic rules of the textile industry in France
such as import taxes, customs duties, payment terms for the wholesale business (the customer

has to pay the invoice in 60 days max)’ (Appendix 6).

Main conclusion about fashion industry structure, governmental and non-governmental

pocilies and initiatives in France can be as follows:

- Fashion industry is a private sector; the industry follows the policy voted by the

government and decree made by the state secretariat for industry.

- Great focus on new technologies: French Touch — a business conference focused at
building connections between France and other entrepreneurial ecosystems, with a

focus on tech, innovation and creativity.
- High minimum salary plus taxes and the lack of flexibility in terms of employement.

- For luxury segment, production is done in France or Italy; Asia remains the place to
produce for big quantity at a low price, especially, for denim products. Some
production is done in North Africa, Turkey, Spain, Romania etc, offering low cost in

terms of freight and flexibility.

- The IFM is a state state-recognized institution of higher education, but also a center
for continuing education and expertise for the textile, fashion, luxury and design

industries.

- The independent bureau deal with statistic data are INSEE and Union des Industries

Textile.

- Support to the industry is made by 'tax incentives, "le crédit impot collection" which is
a 30% tax credit based on the expenses generated for the creation of collections;
guaranteed loan (IFCIC and BPI); support the Federation du prét a porter feminine by
business angels (Appendix 6, 5, 7).

Great focus on new technologies is explained by statistics of ARPU (the average revenue per
user) in the clothing sector in France that shows the biggest development in e-commerce from

2016 with constant growth up to 2022 (Table 7).



Taking into account the role of creative industries nowadays and their place in economics,
policymakers focus on developing new form of institutions, uncluding media and

communication ones.

Textile and clothes industries, as it is confirmed by many researches, are very important in
developing countries, in economic and social terms, in the short-run ‘by providing incomes,
jobs, especially for women, and foreign currency receipts and in the long-run by providing
countries the opportunity for sustained economic development with appropriate policies and
institutions to enhance the dynamic effects of textiles and clothing’. They also claim that
long-term growth and development also depend on the ‘quality and effectiveness of
governmental policies and institutions in developing countries’ in the textile and clothing
industries. Because without appropriate policies and institutions, ‘developing counties often
do not have the skills to enter into higher value added activities such as design and marketing
and hence will not be able to command a similar wage as in headquarter firms in developed
countries’ (Keane J. & Willem te Velde, D., 2008).

Table 7. ARPU in clothing sector in France

@ eCommerce @ Clothing Shoes Bags & Accessories

'"Today's business environments are not static but rather exposed to continuous changes,
increasing complexities and higher performance pressures than ever before. External forces
like globalization, deregulation as well as environmental, technological or socio-economic
changes have an influencing impact on companies, which are forced to develop specific

tactics to ensure sustained value creation' (Gockeln L., 2014).



There are two existing fashion business models: fast and low fashion models. The main
difference is that fast fashion is more time-based when slow fashion is more quality based. In
fast fashion new products need to be brought to the market very quickly 'in order to capture
and directly respond to the latest trends'. It is mostly defined by low prices, a short-time-to-
market, while slow fashion stands for 'quality and sustainability and effort to decrease over-
consumption and encourage more conscious approach to purchasing clothes' (Gockeln L.,
2014). In case with Ukrainian companies they mostly try to combine both fast and slow
fashion business models, working also in 'made-to-measure' model at the same time. They
definitely loose in terms of fabrics, as mostly fabrics are bought in stocks or are ordered in

very limited quantity.

As one of the focus directions Euratex (Eurates, 2016) names 'industry-driven, free and fair
access to third markets, and activities to encourage international expansion of SMEs', by
means of marketing campaigns, enhancing modernisation of value chains by promoting

digitalization and interoperability.

From the legal point of view, France has ' The (CIR) tax credit on the new collection expenses
(30%). For companies entering the scheme for the first time or who have not benefited for

five years, the rate is raised to 50% the first year and 40% the second year' (Appendix 5).

While discussing the possibiliites of policies, it's worth to say about upgrading, attracting

investment and educational policies. 'Enhancing work productivity through skills training and
technological upgrading is a key step towards diversifying production into higher value added
garments such as the more fashion sensitive women’s wear categories’ (Keane J. & Willem te

Velde, D., 2008).

Both in Ukraine and in France apparel industries act through professional associations. They
try to lobby certain market preferences, granting special conditions in terms of tax policy,
loan schemes, limited access of foreign companies to participation in public tenders in favour

of local apparel market players.

‘In emerging economies, small business and local entrepreneurs plays a tremendous role in
economic and social development of the country. These enterprises largely represent a stage
in industrial transition from traditional to modern technology. Entrepreneurship development

is essential to solve the problem of economic development through creating local



employment, balanced area development, decentralization of economic power and diversion

of profits from rich to middle class and poor’ (Khurana K. & Ryabchykova K., 2018).

Role of Internet sales make bug success nowadays. Pret-a-porte women online sales exceeded

16% in 2015 in comparison to 2014.

As for the modern trends that take place in fashion system nowadays, will be essential to

mention:
‘Digitalization across the value chain, with redefined cost structure.
- Accelerated industry pace: leaders push the limits of time from design to shelf.
- Brands experimenting with direct-to-consumer.
- New innovative business models.
- Brick-and-mortar traffic in decline — reinventing the store.

- Proliferation of data, providing business opportunities and challenges in control and

security’ (McKinsey & Company, 2018).

Individual customers have little finacial muscle and the large number of them means
decreased buyer power. That is the situation with Ukraine, when SMEs in fashion try to sell

directly to final customers, but not focusing their attemps on working with retailers.

Although there are a number of brands in the luxury market in France, the market is
Oligopoly in nature due to the fact that the three large conglomerates, LVMH, Richemont and
Gucci group have ownership of numerous brands between them. New entrant strategy could
be based on product differentiation. Illustration to that can be a great success of new fashion
labels on the French market — newcomers, new brands with great creative value, no heritage,

but emphasize on design and unusual marketing strategies, like Vetements, Off-White etc.

From 2007 ‘France is the only country in the world implementing an extended producer
responsibility (EPR) policy for end-of-use clothing, linen and shoes. The EPR policy shows a
great potential to identify new markets for ‘reuse’ and to improve the textiles waste sector.
Such an EPR policy also could drive societies to financially support innovation and research
to provide feasible solutions for fashion producers to adopt eco-design and design for

recycling practices’. This policy makes textile producers be responsible for collection and



recycling end-of-use (EoU) clothes'. Fashion retailers can benefit discounted tariff if they
proved specific post- or pre-consumer material contents in their new products. The local
communities, all over France, have been financially supported to launch awareness campaigns
for the public, and to encourage availability and accessibility of the collection points. The
sorting and recycling sector has been financially supported to facilitate transparency of the
material and financial flows of the sector’. Part of the budget was provided ‘to encourage
technological innovation as well as social integration. In 2015, the ‘reuse’ stream was about
65% of the overall collected textile’. The authors summarize that 'the tariff contribution paid
by fashion retailers and producers is relatively small and valuable for establishing the
infrastructure for used textiles collection and recycling. In 2016, fashion retailers introduced
2.5 billion pieces to the French market, including 93,000 pieces of eco-modulated clothing.
So that, by applying the tariff schedule the PRO collected €17.2 million from the members
(an average of €0.0067 per piece and €28.7 per tonne) in 2016, and led to an average annual
increase (13%) in the post-consumer textiles collection. In 2016, the French PRO collected
€17.2 million from fashion retailers for introducing more than 2.5 billion pieces to the French
market. The EPR policy increases the financial supports for raising the public sustainability-
awareness and participation. It has also established a website and mobile application to allow
the citizens to find the closest textiles containers to drop-off their used clothing. The online
platform also provides information regarding the social and environmental benefits of the

textiles recycling’ (Bukhari M., et al., 2018).

Eco-production, eco-module tariff and corresponding sertifications are also future standards
to use in Ukraine on the way of Eurointegration, for the producers when they ecologically
design and source materials. Taking into account the volume of second-hand goods importing
to Ukraine from Europe, such policies will be very helpful in order to reduce that amount and

apply needed constraints.

Moreover, 'the French PRO dedicates annual budget of €500,000 to foster innovative
projects’ (Dubois et al., 2016). Many projects have been financially supported to improve the
current sorting and recycling activities. EPR policy creates great opportunities for the society
and its textile sector, as well as facilitates collaboration between different actors and can
support research and development in the sector to solve different issues that both fashion

producers and recyclers face.



France recently gives much focus on new technologies development. 'French Touch — a
business conference focused at building connections between France and other
entrepreneurial ecosystems, with a focus on tech, innovation and creativity — has also helped
to build synergies between the tech sector and other creative industries’, that will lead to

potential fruitful synergies between spheres (Appendix 6).
7. Trends and forecasts in fashion /light / textile industry in EU and globally

Godart F. suggested that two scenarios could characterize the near-term evolutions of the
fashion industry. The first scenario was that of ‘oligarchic permanence’. In this scenario, the
technical and economic changes mentioned above and the redistribution of the political and
economic powers in the world would not alter the current structure of fashion. A fashion
week centred on seven capitals (with, for example, Mumbai, Beijing and Sao Paulo added to
the four existing capitals) would emerge. Some practical and logistical difficulties would arise
(such as travel arrangements for buyers and journalists), but nothing fundamental seems to
make this scenario impossible. Fashion would remain an oligarchic type of structure in which
the global elite would coordinate the identification and production of trends. The main change
would be around the number of oligarchs that would simply follow the growth of the global
economy and the evolution of the global balance of power.

In a second scenario, ‘polyarchical renewal’, the distribution of power in the fashion industry
would become widespread and scalable. A polyarchical regime allows everyone to express
themselves via changing elites that are in charge of public affairs for a limited time, through a
double imperative of competition and participation. In the case of fashion, it could mean that
all cities having the necessary creative clout to organize shows would participate in the
definition of global styles, maybe in a rotating way. Each season some fashion capitals would
gain an advantage over the others in a permanent renewal of influences and styles. Today,
constraints seem to be fading due to a greater ease of travel and communication. Shows are
slowly migrating to the Internet and bloggers disseminate information almost instantaneously
around the world. Fashion shows, which constitute a major cost for brands, could be
dematerialized, or simply become redundant. Each urban centre could quickly provide its

styles to consumers locally and globally’ (Godart F., 2014).

‘Furthermore, adoption of disruptive technologies like advanced robotics, mobile Internet,
advanced analytics, virtual and augmented reality and artificial intelligence is accelerating,

with the potential to disrupt entire industries — including fashion’ (McKinsey & Company,



2018). Next trend is that ‘the fast pace of the industry is shaking up the fashion system. Sales
of the traditional fast fashion-sector have grown rapidly, by more than 20 percent over the last

three years, and new online fast fashion players are gaining ground’ (Marie Dalton, 2017).

According to EC data, textiles and clothing sector in EU has undergone radical change
recently to maintain its competitiveness with a move towards products with higher value
added. These trends have to be taken into account in evaluation of further policies for
structurization and development of the industry in Ukraine. Fashion executives looking into
the future are predicted to focus more on sales and growth improvement by ‘e-commerce,
digital marketing, VIP loyalty programmes, in-store experience, brand building to increase
full-time sell-through, IT capacity for value chain digitalization’. ‘Outside the boundaries of
an individual company, agility will also require fashion companies to continue to build
flexible supply chains and delivery models that can respond quickly when the environment

changes. It also means strengthening risk management’ (McKinsey & Company, 2018).

“The traditional role of physical stores is being eroded by mobile and Web applications and
online services that provide product information, price comparisons, and the ability to test and
try out products. In light of this erosion, conventional retailers must become more responsive
to the changing needs of their customers. Shopping as a leisure activity must become a
different — and more enjoyable — experience than customers can find online. To provide
such an experience, fashion retail has to offer new and innovative formats that go beyond
traditional size categories (for example, in the location and purpose of stores). Flagship stores,
flexible formats such as pop-up stores, virtual showrooms, and pick-up and drop-off points

can add value and create special experiences’ (Dutzler H. et al., 2014).

The digital environment created many new opportunitie for the fashion industries. The enable
fashion companies, especially SMEs, to reach new markets and offer consumers more
targeted choices and competitive prices. Leading innovations the next years will reveal the
possibilities of artificial intelligence across all parts of the fashion value chain, that at the end
will blur the line between technology and creativity. ‘Data flows now account for a larger
share of the impact on GDP than the global trade in goods’ (McKinsey & Company, 2018).

Around $1trillion is estimated to be spent by global consumers on e-commerce by 2020.

‘New digital collaboration models between fashion companies and their foreign suppliers and
service providers can improve transparency and efficiency. Transparency, traceability and

trust throughout the value chain can be further enabled by blockchain technology. Companies



will be able to tap into global ideas, trends, and talent pools faster and more efficiently, from
crowdsourcing innovation ideas online, to virtually connecting with creative or other talent

from the other side of the globe’ (McKinsey & Company, 2018).

One more trend of global economy is massive urbanization in developed world as well as
across emerging markers. In 2025 there will be 60 megacities where GDP will exceed
US$250 billion. This offers an immense opportunity for fashion brands and retailers. The
FashionScope analysis also indicates that by 2025 approximately 31% of global fashion sales
will come from China, and 11% from the emerging countries in Asia Pasific, with prediction
that largest cities for clothing sales will be Tokyo, New York and London. Successful fashion
companies will point their attention on organic growth through branding and developing their

local clienteles (Amed I. & Berg A., 2016).

European Comission pays much attention to policies for the competitiveness of the European
fashion industries, confirming that ‘fashion builds on European cultural heritage and

creativity, with almost 850000 companies, the vast majority of which are SMEs’.
The main focus fields are determined as follows:

- Investing in knowledge, skills, creativity and innovation (enterpreneurial and
managerial ones, as well as hybrid ones, combining leadership with creativity,

innovation etc).
- Protecting the creative efforts of fashion companies while fostering the digital market.
- Ensuring a level playing-field in international trade.

- Assuring the framework conditions necessary for sustainable growth in the fashion
industries (EC, 2012). That leads to closer cooperation between the industry, trade

unions; training institutions should be promoted.

In the recent times not only customers but also fashion companies are getting more aware of
the need to take environmental and social issues into account when buying clothes since they
are starting to look beyond the end product. Maybe more companies will move towards the

slow fashion business model in the future, but it's still hard to predict.
The recent trends across the fashion industry are:

- Agile supply chain.



- Vertical integration and outsourcing. Cooperation leads to quicker product

development, production and distribution and higher profits.
- Quick response policy, in order to reduce the inventory level (Gockeln L., 2014).

The European commission has proposed 'to reduce landfill to a maximum of 10% of
municipal waste by 2030' (EC, 2016b). Now finding alternatives is necessary to also increase
materials efficiency, for promoting circular economy, and make product design durable and

easier to repair and recycle.

‘The Pan-Euro-Mediterannean Convention remains the T&C sector’s first priority as the best
instrument for enhancing industrial complementarities within the zone’. Report also claims
that ‘key trends for the future include flexible, short-run on-demand production, digital
manufacturing and supply chain management, customisation and service-based business
models, sustainable business operations and the extended scope of applications for highly
engineered and smart textile materials’. They also point out ‘creativity as a core strength of
EU compatitiveness’, that is based on cultural heritage can give value added to the produced
garments; and strengthening the provision of ‘apprenticeships for SMEs and micro enterprises

in the sector’ (Euratex, 2016).
7. Conclusions

This paper has provided a conceptual focus upon the main constituents of fashion industry
structure and functioning in Ukraine and France. Academic literature and previous researches
review in the sphere as well as surveys analysis showed the current state and potential of
Ukrainian fashion/ light/ textile industry, ways of its possible development and support from
governmental and non-governmental institutions by means of implementing successful

practices used by France in the sphere.

‘The current international focus on Ukrainian brands has given the domestic fashion industry
a major boost. It will inspire the next generation of Ukrainian designers to become globally

competitive and raise the standards of the entire industry’ (Varava A., 2016).

Ukraine is known of large, trained and educated workforce that can be used not only for CMT
schemes but also for local production needs. The main gap is stated in lack of cooperation
between creative talents / design labels and production capacities /factories. As most of large

enterprises work only for CMT, thus limiting SMEs in increasing the volumes of production.



The local textile production for inner market with European standards and styles could
decrease the costs for Ukrainian fashion enterprises, thus cheapening net costs of garnments
production, giving opportunity to increase expenses for marketing and Pr of brands, and at the
same time keeping the retail prices relevant to the market demand. These marketing and Pr
activities can be made on individual level (by brands themselves) or be hold on state level, by
initiatives of the country to promote and support local designers, brands, respresentatives of
fashion/ light/ textile industry on the state level, as well as in EU and in the world. The self-
consciousness of Ukrainian nation at the current state is rather high, the country is known and
supported by world opinion leaders, fashion icons, celebrities who chose Ukrainian designers
for important events, were captured by media, and by those means promoted Ukrainian
fashion to the world (Varava A., 2016). The country is also favourable in terms of
investments, it has eurointergation orientation, so the level of initiatives from governmental
and non-governmental institutions has to correspond to EU standards and trends of the

industry, to make Ukrainian apparel sector competitive and up-to-date.

EU-Ukraine Association Agreement facilitated bilateral trade with the EU and IMF-mandated

reforms to improve business environment in the long term.

Customs policies from Ukrainian side must also be reviewed and improved, that will allow
local enterprises to increase export volumes. The first type of institutionsl work is political
work that involves building rules and regulations. Legal system is currently under

reformation, but still needs much improvements and difficult to navigate in.

Shadow activities and black market employment are still widespread in Ukraine (HIS Markit,

2018).
‘Main constraints for apparel sector development can be named as follows:

- Absence of sector development strategy, attractive regulatory environment for sector

investments.
- Import of revelant outputs with reduced custom value declared.
- Oversaturation of the domestic market by imported second-hand apparel.
- Lacking modern management, skilled personnel, equipment and technologies.

- Absence of wholesale players on Ukrainian apparel market.



- Considerable level of ‘shadow’ producers in the country (estimated up to 90%) and

illegal import.

- ‘Fashion industry’ still has not enough prominent names of domestic couturiers to
serve as locomotive for sector development’ (Tsepko O., 2010). Those constraints

were figured out in 2010, by still remains present.

The Ukrainian producers in order to stay at least within previous market shares have to apply
modern marketing and sales instruments, investing more into creation of national brands and
selling networks. Regretfully, these activities are constrained by lacking financial resources
and skilled personnel (Tsepko O., 2010). These financial resources can be provided by
investors both national and local but they need to be sure in transparency of business schemes
and legal protection. Legislative and regulatory environment is crucial for sustainable growth
of the fashion industry. SMEs need to have access to finance — to obtain sufficient financing
to invest in innovation and growth. That means improvement of access to the existing and
forthcoming financial instruments. Apparel producers should consider serious investments
into human resources focusing on highly skilled, experienced and dynamic professionals in
international marketing, sales in the first turn. There is an urgent need of a strong political
will and professional approach to develop modern and efficient strategies, with realistic mid-
term budgetary support framework to implement action plans that arise from strategies and
are aimed at enhancing apparel sectors development. From governmental side, budgets should
be allocated for participation in specialized fairs and exhibitions for monitoring, and show
visibility of Ukrainian fashion/ textile/ light industry for European market. As very many
countries, Ukraine believes in the notion that culture could be a generator of development and
that cultural services, creative industries and cultural tourism should present an important
vehicle for future development. In this way the intertwining of culture with economy,

education, and other dimensions have been positively accepted by the national stakeholders.

Institute of Economics and Prognosis of Ukraine claims on necessity to lower dependence of
import of raw materials in the industry and focus on own textile production, simplification of
customs regulations, development of new methods of sales, manage distribution chain,
infrastructure, popularization of Ukrainian fashion by political and cultural representatives
(Appendix 3).

‘Integration of the culture into business environment can be done by two channels: social

entrepreneurship (not oriented on the income projects with high VA) and creative industries



(innovational project targeted at profit). The first channel helps to renew and enhance holistic
component of social life, the second one formats potential of regional and national
competitiveness.

One of the forms of business expansion of Ukraine is phenomenon of cultural diplomacy (it’s
actively used by the UK and Germany) that allows to broaden language and cultural borders
and transform the culture of consumption of other countries and make powerful export
expansion in those countries. Non-typical and unique cultural products make a certain ‘aura’ —
expectation and attitude of consumers to the character of their consumption — fashion, design,
luxury industries. So that, cultural services are applied both at mass markets and in forms of
exclusive goods’ (Petrakov Y., 2017).

Consequently, one of the ways of future successful development and economic growth might
be an integration of creative industries / creative elements into business chains, and smooth
linking between creative and producation side, for example tie designers with light industry
and massive production processes, working with factories, logistics peculiarities, standards of
quality, deadlines.

Realization of initiatives can go in two strategic direction aimed at internationalization and
commercialization of creative industies, mainly creative potential of designers,
simultaneously increasing value added of goods produced.

Ukrlegrom confirms existence of the problem of limited own raw material resources, lack of
skilled staff, low productivity, non-equal conditions of competition in domestic market (like
not proper tax legislation system, lack of monitoring the safety of products), imperfect
management systems, lack of state support for loans and participation in international
exhibitions.

Second-hand imports are one of the main obstacles for development of local goods and
producers, as nowadays EU is the main importer of second-hand to Ukraine. According to
Ukrlegprom estimations, its imports increased at 29.6% for 9 months of 2017 in comparison
to 2016.

Several consequent steps can be taken as strategy for industry development:

- Staff and technology modernization.

- Legalization (import of second-hand goods from EU, the volume of which can be
restricted to certain percentage in order to give local producers more freedom and capabilities
to expand; as well as measures for shadow schemes of economy that allow to import high-end
apparel wear to Ukraine as it is second-hand ones, excluding corresponding taxation).

- Competition.



- Investment (giving opportunities from the side of the state for the industry development,
support on international level for Ukrainian designers/ brands to present their goods and
establish and expand trade contracts with EU and rest of the world; customs regularities pay
also an essential role here).

- Innovation (implementation of new technologies in order to sustain the level of
competiveness of local producers between each other and correspond to European standards
and quality regulations, will facilitate growth in the digital market).

- Popularization.

- Ensuring favourable conditions to maintain export growth.

‘For developing country, promotion of SMEs is a winning strategy, which decentralize the
wealth more equitably compared to the large industry. SMEs create local employment, direct
and indirect. SMEs can be feeder to the large industries. SMEs can be tool for exploiting local
innovations and enhance consumer life conditions. They are not only providing job
opportunities, but also, acting as suppliers of goods and services to large organizations, and
any lack of their product quality could adversely affect the competitive ability of the larger
organizations’ (Khurana K. & Ryabchykova K., 2018). These are sufficient reasons for
governments and other stakeholders in development of SMEs.

Beyene (2002) suggests among the measures needed to support SMEs development is
strengthening the domestic value chain, through better designs, innovation and presence.
Differentiation strategies exist in order to bring the companies competitive advantage. In
order to understand why they should differentiate themselves, it is important to understand
what competitive advantages the companies are offering to the consumers.

The brands from Ukraine are present on the Internet and also practice online selling but do not
achieve much success in this type of selling. Many companies need to essentially form a very
strong social media standing and essentially promoting the social message what they are
working for to sell beyond borders. The tools and approaches for communicating with
customers have changed greatly with the emergence of social media; therefore, businesses
must learn how to use social media in a way that is consistent with their business plan
(Mangold & Faulds, 2009).

There is still an immense work to be done in internal business strategy development. The
opening of trade policies in the countries have raised a serious threat as the consumer today is
essentially price-sensitive and when has more options in a lower price range is automatically
attracted. Skilling of labor and producing better quantity and quality of the products could be

considered as key factors for increasing revenue. There is fierce competition from imported



second-hand clothing, mostly through illegal routes, and imports from cheaper sources due to
trade liberalization. The communities in general do not have much awareness on the new
schemes and generally find it difficult to approach to the banks for finances or loans.
‘However the characteristics of the industry (relatively low capital intensity, low investment
costs, and use of low skilled labour), also mean that the industry is relatively footloose and
able to adjust to changing market conditions quickly (Nordas, 2004). ‘Trade policy
regulations has had a major impact on the pattern of textile and clothing production and are
likely to do so in the near future’ (Keane J. & Willem te Velde D., 2008).

From 2016 'sustainability has become an important new driver for consumers' purchasing
decision. 65 percent of consumers actively seek out sustainable fashion’ (Amed I. & Berg A.,
2016). Cross-industry initiatives are highlighted as potential for identifying more sustainable
ways to work across a product’s whole lifecycle.

'Firms in developing countries able to participate in global production networks and global
value chains (GVC’s) of which T&C is often the first, are typically expected to increase their
skills, knowledge and technology — all considered as key factors for productivity
enhancement and growth (UNIDO, 2004). Less technologically advanced countries can
exploit their late coming and distance from the technological frontier in order to tap into new
technologies. Firms in developing countries are therefore posited to ‘learn by doing’ through
trade with more developed and developing countries’. Industrial upgrading in the clothing
industry is primary associated with a shift from assembly to full package production, which
changes the relations between buyer and supplier in a direction that gives far more autonomy
and learning potential for industrial upgrading to the producer (Keane J. & Willem te Velde
D., 2008). In order to do that, local producers need to develop local linkages and supplier
capabilities.

There are no profile up-to-date educational institutions in Ukraine in the sphere of fashion/
light/ textile industry. There are professional technical specialized schools and one state
University of Light Industry but the level of teaching, educational technics and materials are
very obsolete, and can't meet the realities and demands of the industry nowadays. Cooperation
between the various players at different stages of the value chain, and between industry and
research as well as between designers and material scientists and engineers for developing
and marketing new creative products, is crucial for the industry as a whole, and on point for
Ukraine as well.

Enhancing work productivity through skills training and technological upgrading is a key step

towards diversifying production into higher value added garments, fashionable goods. In



Ukraine’s emornous part of talents /fashion brands /designers try to adjust to the tastes and
demands of the market, they are lead by practices, seeing success of Zara or premium fashion
brands in their sales, try to produce similar items, copying, without creativity in design and
absence of appropriate Pr and marketing strategies, because they mostly lack education in
fashion business. If they get trained in terms of business and technologies, they will include
more creativity, try to make their garments unique, and produce more added value products,
that will lead to a bigger contribution to the country’s GDP.

December 3-5,2017 work group meeting as for questions of textile cooperation of high-level
Dialogue Ukraine-EU was held in Brussels, with governance of European confederation of
clothes and textile (‘"EURATEX’). The meeting concluded that priorities of textile industry
for EU are high-end products, implementation of new technologies, synergy of textile sector
with other sectors of industry (healthcare, automobile industry etc). Importance was done to
further implementation of EU-Ukraine association agreement, mostly in terms of legal issues,
and also EU stated about intention to give access for third countries market, namely Canada,
Japan and Vietnam in terms of textile industry cooperation. That also confirms priority and
necessity of the industry in unique designes and high-end goods with high value added.
Furthermore, certain restrictions of volumes of CMT in Ukraine can help local SMEs to use
those production capacities in order to increase volumes of their production and start working
with retail chain inside and outside of the country. The participation in global networks and
global value chains can help industrial upgrading and improve economic performance.

It’s worth to note that slow fashion is still a niche market and fast fashion the prevailing
mainstream in the apparel industry. It depends on macro-economic trends. The focus could be
made for support and development of ‘fashion tourism’ products, which will link fashion,
craft, culture and tourism. It can include promotion of fashion museums, factories,
exhibitions, fashion weeks and shopping districts with involvement of private partners and
targeting different groups.

Policymakers in developing countries, in Ukraine as a focus of current research, need to take
all those aspects into account to proceed with developing and implementation up-to-date

regularities in order to meet the trends and demands of the industry nowadays.
7.1. Limitations

The study is subject to several limitations, which suggest further avenues for future reearch.
Fisrtly, restrictions only allowed a greater focus on womenswear apparel, without studying

the whole industry. Secondly, it cannot be assumed that all the respondents gave a 100%



authentic information as due to taxation issue some respondents prefer to stay confidential
with some figures. That aspect might also be studied and taken into account while developing
strategies and policies in the sphere. Thirdly, there emerged a problem with gathering statistic
data as there only one professional non-governmental light industry association in Ukraine,
and state organs like Ministry of Economics and State Statistics service of Ukraine don't have
data particulary in the sphere, they operate just general numbers in export and total number of
enterprises without more detailed classification.

7.2. Future work

Since the findings are based on logical reasoning and critical assumptions, future research
should therefore be based on detailed investigation of every type of policies and initiatives
implemented by France and their positive and negative outcomes, with the focus on time
frames need to observe the results, and also research how the corresponding policies can be
implemented in Ukraine due to legal system peculiarities, volumes of smuggling and second-
hand schemes that prevent the industry's sustainable development. Ukraine has already made
few successful steps in this direction, having signed Association agreement between Ukraine
and EU, and DCFTA, free trade agreement, which aimed to enhance, intensify and facilitate
trade. At the same time, Ukrainian SMEs in fashion industry still have difficulties with
customs regulation, tax policy while trading with EU. This confirms that this sphere and
working mechanisms need further investigation from the side of governmental authorities.
Further studies of the topic need to focus on European working plans and policies, proposed
and implemented, especially for SMEs in fashion industry, in order to develop new high-
value added products and services with the support of fashion designers. In the longer term,
opportunities for the fashion industries for growth and jobs could be explored as part of
innovation strategies linked to cohesion policy support. As most part of high-end, fashion
goods are sold outside of EU, the policy of tariff and non-tariff barriers with non-EU
countries must be studied further, in order to facilitate export opportunities for goods with

growing demand.
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9. Appendices
Appendix 1. Ukrlegprom

YKPATHCbKA ACOLJIALISA MIAMPUEMCTB
JIEFKOi  MPOMWCIIOBOCTI

03150, KuiB , ByJs1. 3aropoaus, 15
Test/paxc: (044) 528-14-24, 528-34-94; www.ukrlegprom.org.ua;
e-mail: ukrlegprom@nbi.com.ua, ukrlegprom@ukriegprom.org.ua

«20» gepBust 2018 p. Ne 2-149
MiHicTepcTBO 3aKOPAOHHUX CIIPaB
Ykpainu
MiHicTepcTBO KyJAbTYpH YKpaiHU
L]ooo naoanHs ingopmayii O docnioxicenHs

¥ cghepi kpeamusHux iHOycmpii
(Art-Fashion-Creative-Industries)

VYkpaiHcbka acomiariss MiANPUEMCTB JIETKOI NPOMUCIOBOCTI «YKpJIErmpoMm» BiTae Ta
BCeOIYHO MiATpUMYeE iHIIIaTUBYU 10O MpoMouii YKpaiHu y CBiTi, 30kpeMa y cepi yKpaiHChbKOL
MO/TH, sIKa ICTOPHYHO HEPO3PHUBHO MOB’s3aHA 3 1HIYCTPISAMH JIETKOI MPOMHCIIOBOCTI Ta Y 3B S3KY 3
uuM Ha 3anutd M3C Big 01.03.2018 Ne 311/14-600-337 ta Minkyaetypu Bin 16.03.2018
Ne1093/9-1/13-18 noBigomisie.

Acoriaiiiero HaJIaHO TIPE3CHTAIlifHI MaTepialny 100 TMOTEHIATY JIErKOl MPOMHCIOBOCTI
VYkpaiHu [Uis BHUKOPHCTaHHS TPU PO3poOIl KOHLEMIil MpoekTy «ETHIYHO-Cy4acHa KOJEKIIis
KyJIbTYPHOI CHAJIIMHA Ta TEKCTHIBHOI MPOAYKINi», MO YBiliae 0 akaJeMidHOTO TOCHiIKSHHS
npo iHgyctpito momu. Craxepom M3C i crapmmm ekcreptoM npoekTy €C «Association4Uy»
AnHoOI0 BapaBoro npoBesieHO JeTanbHE iHTEPB’I0 3 MPE3HISHTOM-TOJIOBOIO MpaBiiHHsA Acoriaiii
«Yxpaernpom» TeTsHOIO [30BIT 1010 TPOOIEMHHX Ta MEPCTIEKTHBHUX MUTaHb PO3BUTKY raiys3i.

Acomianis «Yxpuernpom» ctBopeHa y 2000 poui Ta 00’eaHye Ha H0OpOBIIBHUX 3acafax
Ooim3bko 200 TPOBIMHUX MIANPHEMCTB JIETKOT TPOMHCIIOBOCTI, cepel SKUX MiANPHEMCTBA
TEKCTHIILHOT, TPUKOTAXKHOT, IBEHHOI, IIKIPSHOI, B3yTTEBOI Ta 1HIIMX miaranysei. [linnmpuemcrsa -
yuacHUKH Acouiauii BHpoOIsiioTh moHax 60% 3aragbHOro 00CATY BUPOOHHMIITBA TOBApiB JIETKOl
IPOMUCIOBOCTI YKpaiHu.

Micia Ykpneznpomy - 3axucTt Ta JIOOIIOBaHHSI IHTEPECIB BITYM3HSIHUX BUPOOHHUKIB Ha BCIX PIBHSIX
3asoanns i moxycrusocmi Acouyiayii: pe3ybTaTUBHUAMN Aianor Mix Oi3HecoM Ta Bianow B&G;
PiBHI YMOBHU KOHKYPEHIIIT /U1 YKPATHCHKHUX Ta IMIIOPTHUX TOBApIB;

MOMYJISAPU3allisl BITYUU3HSIHOT MPOIYKIIIi HA BHYTPIIIHLOMY i 30BHIIIHBOMY PHHKaX TOIIIO.
Jemanvnuiue npo disnenicmo Acoyiayii na caumi: http.//ukrlegprom.org.ua

abo y Facebook: htips../www.facebook.com/qroups/1594280750862529

3a3HayrMoO, M0 MOJHA IHAYCTpiS ChOTOAHI 3HAXOJUTHCA HA MiAKWOMI: COTHI OpeHAiB
HapOKYIOTHCS Ta 3HUKAIOTH MIOPOKY, TBOPUI JIIOAU MEPEXOAATH y 10 Taly3b yepe3 MOXKIHUBICTD
IpaleBIaITyBaTUC 1 3apoOJIATH  [JOCTOMHI rpomn. VYkpaiHcbkuil (emH-0i3HeC mouaB
PO3BHBATUCS Pa3oM 3 YKpaiHCBKOIO JepxkaBHIicTIO y 90-Ti poku XX CTONITTS, IPOTE € JOCUTH
MEPCICKTUBHUM 32 YMOB €(DEKTHBHOTO PO3BUTKY B YKpaiHi 0a30BUX BHPOOHHIITB, CIIPOMOXKHUX
3a0e3MeunTH IPOMUCIOBI MaclITabl BHTOTOBICHHS MOIHOTO OJISITY, B3YTTS, aKcecyapiB sIK JUIs
BHYTPIIIHBOTO, TaK 1 30BHINIHIX puHKIB. [IpomucnoBum Gasucom i (emH-iHaycTpii € Jierka
IIPOMUCIIOBICTb, III0 HHMHI YOCOOJIO€: TEKCTHIbHE BHUPOOHHULTBO (TKAaHMHU, HETKaHI MaTepiaiH,
TPUKOTAXHI TOJIOTHA, KWJIUMH); BUPOOHHUIITBO OJSTY (TEKCTHJIBHUMA, TPUKOTAXHUH, 31 MIKIpH Ta
XyTpa) ISl YOJIOBIKIB, XKIHOK, AiTeH; BUPOOHHUIITBO MIKipH, B3YTTH, IIKiprajgantepel, BAPOOHHUIITBO
aKcecyapiB Ta irpariok.
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ni;mo‘aizmow ' (6es T/1B) Bizulo_ni:mom .
BILY JIRI5HOCTI BHLY AIRILHOCT
Besoro 1547 100 96144 100
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cepeni 198 12,8 7126,6 74.1
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mikpo (10 10 oci) 937 60,6 5774 6.0
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30BHIELOTOPIOBEILEHA O0OPOT TOBApaMK JIEIrKOT NPOMKCIOBOCTI TOPIK 30iLIbIUHBCE Ha
12,1%. 3okpema, excnopr gocar maixe 1,1 mapaS., wmo wa 13,3% Ounsie, uix y 2016 p.

30BHILINS TOPriBiIsf TOBAPAMH JIETKO! MMPOMHCIOBOCTI 3MIHCHIOCTECH 3 TOPIOBEILHHMH
napruepamit 13 maibke 150 kpain ycix gactun cpity. OGcar 30BHININLOT TOPriBal TOBApPaMHK
nerxol npomuciacsocti y 2017 p. 3dinsumees wa 12,1% npors 2016 p. Canepao sig’emie,
OCKUILKH IMIOPT TPAAHUIHNO MepesHInye eKCopT ¥ 2 pasi.

Ofcar excnopry ToB2pis Jerkol mnpomuciaosocti y 2017 p. cxaas damssko 1.1
sapaaen.CHIA (113,3% no 2016 p.) abo 2,5% y Topapniii cTpyXTypl excrnopry Ykpainu.
Haiibinpma gacT#ia y TOBapHid CTPYKTYPl YXpaiHCBXOro eKCrnopry — 1i¢ IOTOBI TOBapH, a
came: TeKCTHIBHHH | TPHKOTAKUHIE oagr — 45 8%, p3yrrs - 16% (y 1.4. Burorosnen na 50-75
BIICOTKIB 33 AaBANLHHILKOI0 CXEeMOI0). 3a JaHMMH [OTOYHOIO POKY ILIYIEBHH eKCropr
npojgomxye  spocrary - 123.5%, naromicrs, gMHamika oDCHEIIS  BHPODHMUIBA  1E€rKOI
POMKCIOBOCTI Jeu0 ynosiibiuiacs - 98,4% 3a 1 keapran 2018 p. npoTH asanoriyHoro nepioay
[ONEPEIHEOIO POKY.

O6car iMmopry ToBapis aerxol nposucaosocti y 2017 p. nepesrums 2.2 mapa.aoa. CHIA
(111,5% no 2016 p.) abo 4,6% y Topapuii cTpykTypl iMnopry Ykpaind. biaeury nonosxmy
(57,8%) ranyzesoro IMIOPTY CTAHOBHIA CHPOBHHA (LIKYPH, BOJIOKHA, NPMKA, TXANHIH),
IHAYNY HACTHHY NPOAYKUi# KIHLEBOIO CHOAHBANHA - OOAT | TEKCTHILHI BHpodH — 27,1%,
BayTTs ~ 11,1%, supoby 31 wkipe Ta Xyrpa — 4,1%.
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Appendix 2.

Interview with Tatiana Izovit, the head of Ukrlegprom, the only representative

organization in light industry in Ukraine.
1. which development do you observe in the field in Ukraine?

B Kuese 3anmycTiiioch mpou3BOICTBO U MepepaboTKa TKaHel (xapbkoBckas padpuka Viadi
YK€ BBIITyCKAaeT TKaHH), MPOIIEIT IPOLECC 110 MOACPHHU3AIMHU U TITyO0KOH nepepadoTke.
[1IBeitHOE TPOU3BOJACTBO 3aHMMAET OOJIBIIYIO YaCTh MPOMBIIIUIEHHOCTH U UMEHHO T10 €T0

Pa3BUTHA MOKHO CYAUTb O Pa3BUTUH OTPACIIU B LICJIOM.

3. what is the number of people working in light industry in Ukraine and number of

enterprises?
85 ThIC JtOJIEH 3aHATO B IPOMBIIIIEHHOCTH.

Oonbiast yacte — 1547 npeanpusaTuii — POU3BOJACTBO OJCKIBI. TEKCTHIIb — 3TO
MIPOM3BOJICTBO TKAHEH W HETKAHHBIX MaTEePUAIOB ((PUIBTPHI AJIsl CaXapHBIX 3aBOJIOB,
CreMabHbIE TPOKJIAIKU IPU CTPOUTENILCTBE aBTOOAHOB), KOBPOBOE MPOU3BOACTBO. V3 HUX
OoublIast YacTh — 3TO MaJBIKA U cpenHuit 6usHec (1127 npennpusTHii Mo cTaTUCTUKE
SBIISIIOTCSI MUKPO - ¢ 1-3 3asgBneHHbiMu pabounmu). I1o cratuctuke Mukpo — 10 10 yenosex,

Maissie 110 50, cpennue 10 250 yenoBek U 00JbIIre — cBbie 250 3aHATHIX HA MPEATPUITHSIIX.
4. which are main problems and constraints the industry is faced with in Ukraine?

ITo uroram 2017 rona, 54% umnopra B cTpaHy cocTaBisieT ceKoHA-XeH. B 2017 konuuectBo
emle yBenuumiock. CornaimleHue no accouuanuu Mexxay YkpauHoil 1 EC oTkpbuio MHOTHE
BO3MO>XHOCTH, HO TaK)K€ YBEIIMUMIIO 3aB0O3 CEKOH/-XEH/1a, KOTOPBIN uaet u3 EBpornsl, B
OCHOBHOM, U3 [lonbiu, 1 M0 MUHUMAaJIbHON BXOAHOU 11eHe (MUHUMYM 30% OT 1I€HbI TOTOBBIX
HOBBIX U3/IeNUil). DTO SIKBUBAIEHT 45ThIC paOOYMX MECT U IMOTEPH rOCYAAPCTBEHHOTO
010/KeTa Mo HAIIUM TO/ICYEeTaM COCTaBIAIOT 4,5Mipa rpH (3.85 miH eBpo) B rof. Jlums 12%
COOCTBEHHOT'O MTPOU3BOJICTBA UJET HA BHYTPEHHUH phIHOK. Hallle 3akoHOAaTebCcTBO
MO3BOJISIET TOPTOBaTh O€3 yueTa M KOHTPOJIS; €CTh TeHU3aLUsl BHYTPEHHETO PhIHKA. DTO

TOBOPHUT O HAIICM MMOTCHIHAJIC. W3 Bcero MpOU3BOACTBA OoJIbIIast J0JIA JKEHCKOM OICKIBI.

5. what is the number of medium and big enterprises in Ukraine working by CMT schemes?



90-95% BCceX YKPaUHCKUX OPEAIIPUATHI padOTAIOT HA ayTCOPC, 110 JIETAIILHBIM CXEMaM.
9

OcHoBHOMH 3aka34uK — ['epmanusl.
6. does production of light industry in Ukraine go for local or mainly foreign markets?

43% 1o oumaNbHON CTATUCTHKE SKCIIOPTHpYyeTcsi. Ha BHYTpeHHUH ppIHOK paboTaeT TaKkxke
TEHEeBasi P)KOHOMHUKA, HE OTYUTHIBASACH B CTATUCTUKY. BHYTpEHHUI pPHIHOK MBI OLIEHUBAET
MUHHMYM B 125MIIpI TPH., IO MUHUMAJIBHBIM HOpMaM notpebienus. 8% uuer Ha

notpeOieHne oAeKabl 1 00yBH.
7. which are main regions where production in Ukraine is concentrated?

OueHb MHOTO Ha 3aMaJHbIX PETMOHAX MBEWHbIX npeanpusTuil. [Toutu 15% npounssoacrsa
IIPOYKLIMH JIETKOM IIPOMBILUIEHHOCTH IIPUXOAUTCS Ha JIbBOBCKMiI peruod. I1o
MOZCpPHM3ALUN OH HOMEP OJIMH; IITasi 4aCTh B 3KCIIOPTE MPOLYKIIMH — TOJIBKO JIbBOBCKUM
peruoH. JKuromupckasi, XapbkoBckas, J{HenponerpoBckas 1 KueBckast — rimaBHble 001acTi
T10 JIETKOM MPOMBILIIICHHOCTH, U enle XMenbHuIkas u JIbBoBckas o6nactu. B XapbkoBckoit

00JIaCTH OYEHb PA3BUTO TEHEBOE MPOU3BOJICTBO HA BHYTPCHHUH PHIHOK.
8. what can you say about potential of the industry in Ukraine?

C y4eroM TEeHU3allUU U HEUCIIOIb30BaHHBIX MOIIHOCTEN, 3aMEHON CEKOH/I-XEH1a Ha
COOCTBEHHOE MPOM3BOJICTBO, MBI MOXKEM YBEITUYUTH 00BbEMBI TPOM3BOJICTBA JICTKOM
NPOMBIIIJICHHOCTh B YKpauHe B 2.5 paza. Bce akTyanbHBIE BOIIPOCH MBI 00CYKIaeM €
COBETOM JIUPEKTOPOB (28 mpeanpusiTuii), OTCTanBasi BCIO OTPaciib; Hallla 3a/1aya — oKa3aTh
BCEM 3apyOeKHBIM NMapTHEPaM MOTEHIIMAN JIETKOI MPOMBIIIUIEHHOCTH YKpauHe. Y Hac eCTh
MOIIIHOCTH, HY>KHO MOJECPHU3UPOBaTh. HO Takke eCTh pe3ybTaThl U yKE HAJIAKEHHAs

pabota co mHOrUMU cTpaHamu — Kanana, Kuraii Tr.

HyxHo coequHsATh KpeaTUBHBINA MOTEHIIMAT YKPAUHCKUX TU3aHHEPOB C MPOU3BOIUTEISIMU U
JIETKOW MPOMBINIIICHHOCTBIO. [IpOEKThI TOMKHBI OBITH HAMPABICHBI HA MOKPHITHE BCEH
OTpaciiy WIH MOA-0TPACIH, YTOOBI pa3BUTHE ObLITO KauecTBeHHOE. Crenyromue 2-3 roaa ass

EBPP nerkast npoMbIIIUIEHHOCTH OyIeT B IPHOPUTETE.

9. what can you say about quality standards of production?



WNupyctpus paboTaer o rocTaM U €BpOINEHCKUM CTaHAapTaM, TaK KaK MPOAYKLHUS UIET Ha
sKcnopT. EcTh cepTudukanms npon3BoacTBa. Y HAC NPEACTaBUTEILHO DKOTECT

(aBcTpHiicKOE MPEINPUATHE) Ha YKparUHEe, KOTOPOE TAKKe KYypPUPYET 3KO-MOMEHTHI.
10. how does government support light industry in Ukraine at a current state?

K coxanenuto, ecTh TOJIBKO 3KCTIOPTHBIN o¢uc. JlomkHa ObITh TOCYapCTBEHHAS TOIEPKKa
BBICTAaBOUHBIM MeponpusaThii. Mel B 2016 rony nemnanu BeicTaBKy npousBoauTenei B Jlarsuu,
6onee 50 KOMIaHMA JIETKOW MPOMBIIIICHHOCTH NPUHSUIM yuacTtue. beut popmar B2B u
BCTPEYH Ha MPaBUTEILCTBEHHOM YPOBHE, BhICTaBKa OblIa 3 JHS, C MOKa30M MOJIENEH U
nanpHelnem ocsenieHneM B CMI. HekoTopele peanpusaTHs CyMENN cpas3y ke HalaauTh
COTPYAHHMYECTBO, IPYIHE YyTh II03XkKe, KaK Spocias, y3KoCIeUaIN3UPOBAHHBIA CEKTOP I10
MIPOU3BOJICTBY TEKCTHIIA s (ppoHTa. DTa MHULIMATHBA ObLIA YCIIEIIHO MPOBECHA 32 CUET

MOAECPKKH TEKCTWIBHOU acconuanuu JIaTBuu co CTOPOHBI FOCyapCTBa.

11. what do you think about creativity and value added of Ukrainian designers?

YpoBeHb HAIMX JU3AMHEPOB U IIPOMBILIUICHHUKOB O4€Hb BBICOK. Halr sxcrnopt ¢ yuyetom
JU3aMHEPCKUX PELICHUI MOKHO YMHOKUTh MUHUMYM Ha 5. HO Hy»KHO HaliTW 3TU PBIHKU U
HaJIaJUTh 3T IPOJaXXH. B mponuiom roay Hail S3KCIOPT COCTaBIIsI pUMEPHO 1.1 MiH 1oi.
B cpennem no6aBovHasi CTOMMOCTH B Hallel otpaciu B paiione 40-50%, cormacHo

cratuctuke. Camas BBICOKasA, KOHCYHO, B MCXOBOM IIPOU3BOJICTBC.



Appendix 3.

Informationally-analytical material as for economic activity of apparel enterprises in Ukraine,

prepared by the department of industrial policy of Institute of Economics and Prognosis,

Ukrainian National Academy of Sciences.

Prepated by Gahovych N., senior researcher.

BupoOGHMLITBO 04Ty Bifirpae BaXJIUBY pOjib y 3a0e3NedyeHH] iHAWBIAYaIbHHUX 1

KOPIIOPATHUBHUX CIIO)KMBAYiB Ta CHJIOBUX CTPYKTYp TOBapamMH NepHIoi HEOOXiTHOCTI,

pobounM, crerianbHUM Ta (GopMmeHuM ojsiroMm. Cnenudika pUHKY OJATY HPOSBISETHCS Y

MIBUJIKOMY 00iry kamitany (2—4 pasu Ha piK) HiANPHEMCTB-BUPOOHHKIB 3aBISKH HEBEIUKUM

CTpOKaM CTBOPEHHS, peaiizalmii MpoAyKuii Ta IIBUAKIM 3MiHI aCOPTHUMEHTY BIJOBITHO 10

CEe30HYy 1 MOJM, a TAaKOXX y 3HAuHIM MOTEHIIMHIA MICTKOCTI pUHKY YKpainu. B Toii e yac,

HEraTUBHUM BIUIMB Ha TOIMUT YMHUTH HU3bKA KyHiBeJII:Ha CHpOMO)KHiCTL HaCCJICHHA.

[IpoTsiroMm OCTaHHIX PpOKIB MIANPHEMCTBA BUPOOHUITBA OAATY JIEMOHCTPYIOThH

MO3UTHUBHY JAMHAMIKy Ta HaJONy>KyIOTh BTPATH BiJ Kpu30BUX siBuIl. [lignpuemcTBa MarTh

MOTEHIliaNl Ui HapOIyBaHHA OOCATIB BUPOOHHUIITBA 32 PAaxXyHOK 3pOCTaHHS EKCIOPTY:

BITHOCHO HEBEJIMKI BUPOOHMYI BUTpATH, 30KpeMa Ha OIUIaTy Mpalli, poOsaTh Ied CEeKTop

GiNIBII KOHKYPEHTOCIIPOMOYKHUM.
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Puc. 1. Innexcn BupoOHUITBA MPOAYKLIi erkoi mpomucioBocTi 3a 2012-2017 pp.

I IIpomucnoBa MOJITHKA MOCTKPU30BOi EKOHOMIKH: KOJI. MOHOTpadis / [deiinexo JI.B.,

SAxy6oBcekuit M.M., lllenynsko E.I. Ta iH.]; 3a pen. n-pa ekoH. Hayk, npod. JI.B. JleiiHeko;

3a pel. A-pa ekoH. Hayk, mpod. M.M. SIky6oBcekoro; HAH Vkpaiau, 1Y "IH-T exoH. Ta

nporHo3. HAH Vkpainn" - K. , 2014. — C.74.



BiTun3HsHMI PUHOK OJATY € JOCHTh KOHKYPEHTHUM, Ha HbOMY Ipaiioe moHaxn 1,5
TUC. TIANPUEMCTB 3 Onn3bko 50 THC. MPaliBHUKIB, a 00CATH BUPOOJIEHOT HUMHU MPOIYKIIii
nocsraiots 10 mupn rpH. Punok npeacraBnenuit manmumu (87,2% Bif 3araibHOI KUTBKOCTI) Ta
cepennimMu (12,8%) minmpuemcrBamu. Cepen HiANPHEMCTB BHPOOHHIITBA TOTOBOTO OJSTY
CIIOCTEPITaloThCS TaKi K MPOIIECH, 11O 1 B IIIJIOMY B JIETKiH IIPOMHUCIIOBOCTI: 3pOCTA€ KUTBKICTh
CepeHIX MiANPUEMCTB, HATOMICTh KUIBKICTH MAJHX Ta MIKPOMIANPHUEMCTB CKOPOUYETHCS.
PiBeHb KOHIEHTpalii BITYM3HSAHMX MIJIPUEMCTB Ha PHHKY HEBHCOKHI: 198 cepemnix
HiANPUEMCTB peanizoByioTh 74,1% mnponaykuii Ha 7,1 mupa rpH., BianoBigHo 1349 mammx

BUPOOHULTB mpojae 25,9% npoaykuii Ha 2,5 mapa rpH. (tadu. 1).

ba3oBuM cerMeHTOM MiANPUEMHHULITBA Y BUPOOHULTBI OAATY € MIKPOMIANPHEMCTBA,
mo cknanate 60,6% Bing 3aranbHOi KinbKocTi. s HUX XapaKTepHUM € CXWIBHICTh JI0
TiHi3awiil 1 He)opMalIbHOI NISTIBHOCTI; HU3bKUI BHECOK Y JOJaHy BapTiCTh Ta HUXKYUH PiBEHb
MPOAYKTUBHOCTI Ipalli HOPIBHAHO 3 IHITMMH BUJAMH ITIIPUEMCTB, OOMEXEHICTh B JJOCTYIII
10 KPEeOIUTHHX Ta IHIIMX pecypciB. HaToMicTh BOHM € OUIBII THYYKMMH 1 IIBHJIIIE
MIPUCTOCOBYIOTHCS JI0 3MiH Ta KOH IOHKTYPHHX BHKIIHUKIB. MEHEIKMEHT MIKPOIIIIPUEMCTB
9acToO 3IHCHIOETHCS 1X BIACHUKAMH, SIKI MEPEBAXKHO HE MAIOTh BIAMOBITHOI OCBITH ab0

JOCTaTHIX MPOo(deciiHNX HABUYOK.
Tab6mums 1

OCHOBHI TOKa3HUKHU AISUTBHOCTI MiAIPUEMCTB 3 BUPOOHHIITBA OJIATY

Knacudikaris 3a Poxu | KinekicTs, Yacrtka Oocsr Oo6csr

po3Mipom O1l. peaizoBaHOl | BUPOOHMIITBA, | peani30BaHOL
npoaykmii, % MJIH TpH MIPOIYKIIi,

MJTH TpH

cepenHi 2014 188 72,78 H.J. 3803,1

2015 186 72,53 H.JI. 5783,1

2016 198 74,12 H.JI. 7126,6

Mai 2014 1637 27,22 H.JI. 1422,1

2015 1624 27,47 H.JI. 2190,1




2016 1349 25,88 H.JI. 24883
3 HUX 2014 1157 5,46 H.JI. 285,2
MIKpOIiAIPUEMCTBA

2015 1180 6,39 H.J. 509,2

2016 937 6,01 H.J. 5774
Bceboro o 2014 1825 100 5116,5 5225,2
BUPOOHULITBY OJIATY

2015 1810 100 7635,5 7973,2

2016 1547 100 9419,2 9614.,9

2017 H.J1. H.J. H.J. 8656,3

Ha pueky BHpOOHHMITBA OJSITy HOBOCTBOpPEHI

NEepeBaXHO MBEHHUMHU (haOpuKaMH 3 iHO3eMHUMHU iHBecTHLisAMU (puc. 2). Lli mianmpuemcrBa

HiANPUEMCTBA  TPEACTABIICHI

HE TUIBKU PO3IMIHUPIOIOTh TPATULIMHUNA aCOPTUMEHT MPOAYKLIi, OCBOIOIOTH MPOAYKIIIO IS

3pOCTAIOUMX CYMDKHMX Tajly3ei, a i ONaHOBYIOTh HOBI JIAHKH B JIAHLIO31 CTBOPEHHS JOJAHOT

BapTOCTi: JM3aifH, BUPOOHUITBO CHPOBMHHM Ta MPOMDKHHUX MaTepialis,

XapakTepHOIO TEHICHIIEI0 HA PUHKY € TO€IHAHHS BUPOOHHIITBA, IW3aMHEPCHKOT MOJH,

onaitn 1 ommaifH TopriBmi. 3’SBIAIOTBCA YKpaiHCbKI MOJHI OpeHIU HaIllOHAJIBHOTO Ta

CBITOBOTO piBHSI.

Bupoonuymeo 00azy
TOB «MIK»

TOB «HoBoMOCKOBChKa TPUKOTaXHA (-

Ka»
TOB «Onrekcy»

TOB TIII «YHiBepcam»

Hoeocmeopeni nionpuemcmea
"Scanditex" m.KaxoBka,

"Blue Moon Clothing" m.JIbBiB,

TOB «baznep Ykpaina» c. Koxwuui,

nex «Koncranra JIT/I», c. [lepHiB

BO «XapkiB»

nex "Kparemong @enive Xonaunar AnC"; c.

Jlo3uHo,

Puc. 2. IIpoBigHi Ta HOBOCTBOPEHI MiAMIPUEMCTBA 3 BUPOOHUIITBA OJIATY.

MapKETHHT.




Cepen HOBOCTBOPEHMX MaIMX IMIANPHUEMCTB — SICKpPaBl MPEACTAaBHUKU KPEaTUBHOI
eKOHOMIKH, «rasenmi» i crapramu’, siKi CTBODIOIOYH CBiif, MEpeBaXHO CiMelHumii, Gi3HeC Ha
BJACHI KOIITH, IHTEPHALIOHATI3yIOTh HOro, MOMYJSAPU3YIOTh YKpPAiHChKI Tpaiaumii Ta
BUPOOHMKIB, CTBOPIOIOTH HOBI poOoui wMmicug. ['HyukicTh, MOOIIBHICTh, 3HAHHS
iHpOpMaLiIHHUX TEXHOJIOTIH Ta PUHKY, MOENHAHI i3 CBOOOMOI0 TBOPYOCTI — BCI ILi SIKOCTI
J03BOJIMJIM  YKPAaiHCBKUM JM3aliHEpaM 3asBUTH MpOo ce0¢ Ha HAJKOHKYPEHTHHUX PHHKax
Bucokoi Mou €Bpomu i CIIIA. Po3wmimytoun cBoi eckizu Ha cBiToBUX minatdopmax (I"anepes
Saatchi (JIonmoH)) BoHH pealti3yloTh cBOi Kojekiii yepe3 Google for Innovators, rimo6anbHi
apr-nnpoektu (Insideout). He MoxxHa He BiI3HAUMTH HAaWOUIBII YCIINIHY «Ta3eib» — OpeHn
MustHave, mo 3 2010 p. Bupic Bix igei A0 BHPOOHHUIITBA IUIOHICIO |THC.KB.M, JI€B’SITH
MarasuHiB B Ykpaiti, 250 criBpoOITHHKIB, iHTepHET-Mara3uHy, npeacTaBHULITB Openay B 10
KpaiHax CBITy. A TaKOX OCTaHHIM YacOM CTa€ BCE OUIbIIE «IiAMPHEMCTB, IO HAPOKEHI
ro0aNbHUMIUY, B SIKAX PaHHS 1HTEpHAIllOHaMi3alis nepeadavyeHa 3a3aajerifib, 3a paxyHOK:
IHHOBAIITHOCTI, Opi€HTallil HAa TEBHI JU3ailHEPChKI PUHKOBI HIIll Ta HOBUM cHoco0am

BeJIcHHS Oi3HeCy.

ExcrnopTHiii opieHTaulii gomomarae (QopMyBaHHS MalJaHYMKIB 3 BUPOOHHITBA 1
TOPriBJIi TEKCTWJIBHOIO TMPOAYKLIED Ta IIBEHHMMH BUpoOamMu abo creniani3oBaHUX
TOProOBEJNbHUX IUIATGOPM Ui BITUM3HSHUX BHpOOHMKIB. Lle crpuse ¢ipmoBiii Toprisii i
CTBOPEHHIO BJIACHMX TOBapHUX 3HaKiB. B VYkpaiHi mommproeTbcs rio0alibHa TEHACHIIS
auHaMi9HOTO po3BUTKY E-Commerce, mpudyomMy TYT JOJAaTKOBHM CTHUMYJIOM € BiJIbHHA
JIOCTYIl /IO CHOXMBa4diB Ha cBiToBux marketplaces 06e3 OOTSXIJIMBOrO MHUTHOTO
anMiHiCTpyBaHHA. Tak, CTBOpeHa iHTepHeT-Tuiardopma three-snails.com ans mpocyBaHHS
ykpaincekoi mpoaykuii Ha punku €Bponu 1 CIHA. Takoxx uepe3 IHTEPHET-TOPTiBIIO
MOLIMPIOETHCST MOJ]a Ha TOBAapH B YKpaiHCbKOMY CTWIII, €THOTEHACHLI, 1HIMBIIyasi3alio
npoaykuii Ta handmade. B3arasni, BUpoOHHIITBO OASTY BiTHOCUTHCSA A0 TAKHX, 1€ TNI00ANbHI
JAHLIOKKMA JOJaHOT BapTOCTI IHIIIIOIOTBCS CIOXHMBaYaMHM 1, y BHUMAAKy YKpaiHH,

. 3 . .
KOHTPOJJIOETHCA THK 3a momomoroxo TOJIIHTY . TaK, BITYHU3HAHI MAMIPUEMCTBA BUTOTOBJIAIOTH

? DKOHOMHYECKHE ATPHOTHI: 25 HOPTPETOB CO3aTelei GU3HECA CAMOTO PA3HOTO TOJIKA 1
HanpasienHoctu // Koppecnonaent. —2018. — 31mas

3 . .
IIOHATTS  «TOIIHTY BHUKOPUCTOBYETBCA OJIs1 BH3HAYCHHA OICpamind 3 HGpGpOGKI/I

JTABATBHUIIBKOI CHPOBHHH, IO BBO3HUTHCA JUIS I[BOTO 1HO3EMHUMH 3aMOBHHKAMHU Ha
TepUTOPit0 YKpaiHu 0e3 CIUIaTH MOJATKIB Ta MHUTHUX IUIATEXKIB MiJi MUTHUM PEKUMOM
nepepoOKu



omsar Uit OaratboX 1HO3eMHHUX (ipM 3a CXeMaMH 3 JaBaJbHHUIIBKOIO CHPOBHMHOIO Ta Ha

3aMoBJIeHHS (TabI. 2).

Tabmuws 2

IHO3eMHi 3aMOBHHKH HIBeiiHoi mpoxyKuii B Ykpaini*

[IBeitHe miANMPUEMCTBO

HaiimenyBanns Openny

I'peropi Apbep

Benetton, Conbipel, Esprit, Gerry Weber, Mexx

Bantcbka mBeiina ¢pabpuka

Benetton, Esprit, Kookai, Laura Ashley, Max Mara,
Mexx, Next, Steilmann, Top Shop, Wallis

Bononapka

Hugo Boss

TynbuuHChbKa mBeiHa pabpuka

Diverse, Esprit, Grosso Moda, Karstadt, Maratex, Mexx,

Roxy, Staff, Walker

€Bpo-cTuib Frank Henke Mode GmbH, Franken Walder
Kpemreke Betty Barclays, Vera Mont
Toenira Armand Thiery, Benetton, Celio, Fellini, Galeries
Lafaytte, Gianni Ferrucci, Prado
Apnika Triumph
Hana Iceberg, Sandro

Tporromna New Look, Zara

Kanmuna Triumph

Canra-Ykpaina

BCBG, Grossa Moda, Laura Ashley, Mexx, Next, Top
Shop

* bornaunosuu K. Koppecnonnent: Cuenano B Yxpaune. lpeitusie ZARAGoTKH. — 2013, —

12.09.




bepnnuiBcbka mBeitHa pabpuka

Licona, Peter Kaiser

Ha nanuit yac B YkpaiHi nepeBakHa yacTka Ofsry BUpOOJsieTbes 3a TosiHroMm. CBoro

qacy

HasBHICTHL 3aMOBJIEHb 3a JaBAJIBHUIIBKUMHU CXCMaMHU JO3BOJIUIIO Hi,Z[HpI/IeMI_ISIM

MOJICpHI3yBaTH BUPOOHUIITBO, OCBOITH Cy4YacCHI TEXHOJIOTiI, MIABUIIUTH KIacU(IKAIIIO0

npauiBHuKiB. ChOrojHi OcCHaIleHHs 0araTbO0X YKpaiHCHKHX IIBEHHUX (haOpUK BiAMOBiIae

€BPOIEHUCHKOMY PIBHIO.

Tabauus 3

ToBapHa CTPYKTypa €KCIOPTY-IMIIOPTY JaBaJIbHUIBKOI CHPOBHHM Ta TOTOBOI MPOIYKIIIT 3

JlaBANIbHULIBKOT cupoBuHU Y 2017 p.

JlaBabHHIIBKA ['oToBa NMpOIyKIIis, 1110 BUTOTOBJICHA 3
CHpPOBHHA JaBaJIbHUIIBKOI CHPOBHHHU
tuc.pon. CIITA tuc.pon. CIITA y % 110 3arajgpHOro
o0csry
EKCIIOpPT iMIopT eKCHopT | iMHIOpT eKCIopT | IMOOPT

OpAr Ta 10AaTKOBI
pedi 0 ofAry,
TPUKOTAXKHI - 6514,6 | 94964,2 - 77,9 -
OpAr Ta 10AaTKOBI
pedi 0 ofAry,
TEKCTUIBHI - 11276,8 | 361490,6 414 95,5 0,0
111 roTOBI
TEKCTHIIbHI
BUpOOU — 7793,6 | 85645,2 — 73,7 -

CepenoBuiie pUHKY OISy (POpPMYyeThCS 30BHILIHIMH

XapaKTepU3y€EThCS:

Ta BHYTPINIHIMU YWHHUKAMH Ta




» TOCWIEHHSM IHTerpamii y ri1o0aabHUi TOPriBeNbHUM MPOCTIp uepe3 YKIaJaHHS
Yroau mpo acomiamito Mk YkpaiHooo Ta €C, MDKHapOIHUX YroJl NpO BUIBHY
toprisiio (DCFTA; CAFTA), unercto B COT;

» BeneHHsMm ianmory Ykpaina-€C BHCOKOTO piBHS IOJ0 TOPU3OHTAJIbHHUX NMHUTaHb Ta
OKpEMHX CEKTOpiB MPOMHCIOBOCTI, 30KpemMa i Jjerkoi. Pobora /lianory cnpsimoBaHa 3a
JIBOMa HaIpsIMaMU: TOPU3OHTAIbHI MUTAHHS (TEXHIYHI Oap’€pH y TOPTiBI, JepXkKaBHi
3aKymiBIi, Manuil 1 cepenHilt Oi3HEC); NPOMMCIOBI KJIACTEpU 3a Tally3eBUM
npuHUnoM (YpsaoM posnoyaTo aKTUBHY poOOTy 3 po3poOJeHHS KIIACTepHOI
[IpOTrpaMu MPOMHCIIOBOTO PO3BUTKY);

» HEpIBHUMHM KOHKYPEHTHHUMH YMOBAMHU Ta HEPO3BHHEHICTIO KOHKYPEHTHOTO
CepeIoBUINa, 110 MPOSBISIIOTHCA B TiHI3allll BHYTPIIIHBOTO PHUHKY:;

» BHCOKOIO IMIOPTO3AJIEKHICTIO 32 TEXHIYHUM OOJaJHAHHSIM, CHUPOBMHHMMHU Ta
NPOMDKHUMH TOBapaMu: NpsKero, OAaBOBHSHMMHU Ta CyMIIIEBUMH TKaHUHAMH,
HETKaHUMHU MaTtepiajlaMd, CHHTETHUYHHMH Ta IITYYHUMH HHUTKaMH, Barolo,
¢bypHiTYpOIO, OapBHUKAMU;

» HACHYEHHSM pPHUHKY IMIOOPTHHMH TOBapaMH, BBE3CHHUMH 13 3aHMKECHHSM MHUTHOI
BapTOCTI Ta KOHTpaOaHIHO, YacTKa SKHUX, 3a OIIHKOIO Acomiamii «YKpJIernpom»,
CTAHOBHTB 25,4%".

» 3POCTaHHSM OOCSTy BBE3EHHs BXKMBAaHOTO ojAry, sikoro y 2017 p. BBe3eno Ha 154,4
muH goi. CIIA;

» HEJOCKOHAJTUM KaJpOBUM 3a0€3MECUCHHAM uepe3 He30aJaHCOBaHICTh Tairy3eBoi i
BY3IBCBKOI OCBITM Ta pPHHKY IIpali dYepe3 HEeIOCTaTHbO PO3BUHYTE JEpiKaBHO-
NPUBATHE NMAPTHEPCTBO B JyalbHil OCBITI, @ TAKOXK B OCBITI IPOTATOM >KUTTS;

» TMiIbraMu MpH BBE3EHHI HOBOT'O OOJIQHAHHS, YCTATKYBAaHHS IOJO CIUIATH BBI3HOTO
MUTA,

» JIOaTKOBHM CTHUMYJIOM PO3BHUTKY BHYTPIIIHBOMY PHHKY JaHOTO CETMEHTY CTalli
3pocTaroyi MOTpedH CIOKMBAYiB MPOAYKIIT PUHKY CHEIiaJbHOTO OJATY, CHJIOBUX
CTPYKTYp Ta 30poiHUX cHJl YKpaiHu.
3aranpHUil 00CAT BHYTPIIIHBOTO CIOXHUBaHHSA oasry y 2017 p. cknaB 8,66 Map. rpH.

3a BTOpPMHHMUMM JaHMUMH KOHTEHT-aHanizy 3MI, koHcanTuHroBux (QipM Ta acoriamii

HiANPHUEMCTB, OCHOBHUM CEIMEHTOM PHHKY OJATY SBISETHCS KIHOYMMA, 10 3aiimae 45-56%

* O¢iniitauii caiit Accomianii Ykpernpom. — Pesxxum nocryiy:
http://ukrlegprom.org.ua/nashi-zvernennya



BiJl 3arajbHOrO 00csry. Jlami 3a yacTkaMu Ha pUHKY MIyTh: CEIMEHT YOJIOBIYOTO 01Ty — 20-
24%, cnoptuBHui omar — 12-15%, mgutsuuit omsar — 7-9% ta Oinmusna — 5-7%. Ha tmi
HE3HAYHOTO 3MEHIICHHS 00CSTIB peaizoBaHOl MPOAYKIIii 00CsIT po3ApiOHOTO TOBAPOOOOPOTY
YKpaiHCHKHMX TOBApiB BKpaii Mammii. Ioro 4acTKy KOJTHBAIOTHCS 32 TAKUMH TOBAPAMH: OJIAT
Ta OumM3Ha 3 TKaHWH — 5,5%, omar 31 mkipu Ta xyrpa — 1,9%, TpukoTaxk BepxHill Ta
Oimu3HsAHUHA — 5,1% 1 maHuiHo-1mKapneTkoBi Bupoodu — 38,1%. YacTka npoaxxy CroKUBYHX
TOBapiB, SKi BUPOOJIEHI Ha TepUTOpii YKpaiHH, yepe3 TOProBy MEpexkKy MiJIPUEMCTB 3a BCiMa
TOBapHUM TO3UIISAM Majgae. Ha BITYN3HAHOMY pHHKY YacTKa OJATY iHO3€MHOTO BUPOOHUIITBA

CTaHOBUTH 66,9%.

Tabmuns 4
30BHIIIHS TOPTiBJIA Ta BHYTPILIHE CIOXKUBaHHA oxsry 3a 2014-2017 pp.
Poxu Ob6c¢sar O6c¢sr Ob6c¢sr Ob6c¢csar | CioxxuBaHH
eKCIOpTy, | eKCHopTy, | iMHOOpTYy, | iMHOpTY, b
THUC. JOJ. MJIH TpH THC. JOJI. MJIH TPH | BHYTPIIIHE,
CIIA CIIA MJIH TPH
Bupo6uunrso | 2014 657907,4 | 7820,348 | 785519,9 | 9337,24 6742,1
it in%
2015 525364,2 11476,42 | 505011,0 11031,8 7528,6
2016 565794.,4 14456,78 | 548356,7 14011,2 9169,3
2017 620120,4 16493,1 620038,8 16490,9 8654,1

B 2017 poui excriopt ozsry cknaB 620,1 mun qon. CHIA, a immopt — 620,0 miH 10:71.
CIIA. ITopiBusiHO 3 2016 p. excnopt 3pic Ha 9,6% (Ha 54,3 mun gon. CHIA). B pe3ynbrati
crniocTepiranocsi no3utuBHe canpao 81,6 tuc. gon. CIHA. Temnu 3pocTaHHS €KCIIOPTY HE
3abe3neuny Horo BiIHOBJIEHHS 0 nepeakpu3oBoro piBHA. Y 2017 p. ekcriopT 3 Ykpainu B

JI01apOBOMY BUPaKEHHI CTAHOBUB BChOro 94,3% Binx oOcsris 2014 p.

Ha cBiToBOMy pHHKY MO3ULIi YKpPaiHCBKOTO OJry 3a0e3neuyroTh Taki (opMu
CHiBpOOITHUIITBA: KOOTEpallisl Ta iHTerpaiiss BAPOOHUIITBA B JIAHIIOIaX CTBOPEHHS JOJAHOI
BapTOCTI, KOOIeparlis 3a MAaBAILHUIBKAMH CXEMaMH; CTBOPEHHS CHUIBHOI 3 1HO3EMHUMU

BUpPOOHMKAMU HAyKoBOi, iH(opMamiiiHoi Ta BUPOOHMYOI 1H(GPACTPYKTYpH; KpEIUTHA,



CTpaxoBa, TUIUIOMAaTH4HA, iHpOopMaliliHa Ta MAPKETHHIOBA MIATPUMKA B IPOCYBAaHHI Ha HOBI

PUHKHU

OcHoBHi ekcropTHi ToBapHi rpynu 3a 2017 p.: TekctunbHuit oxar (378,8 muH 1od.
CIIA a6o 34,7%), tpuxotaxuuii oxsar (105,5 mumu gon. CHIA a6o 9,7%), iHmi roToBi
TekcTubHI Bupoou (Ha 119,2 mua mon. CILIA a6o 10,9%) (puc. 3).

EKCMOPT IMMNOPT

¥ Opar
2,2%

N 4 B3yTTA
4,\:\&\\\& M [HLUi rOTOBi TEKCTU/IbHI

. BMpobu
M B1pobu 3i WKipu Ta xyTpa

‘

M CnpoBUHa (BONOKHA,

npAXa, TKAaHUHMK, LKYPK)
M [HLWwi

Puc. 3. ToBapHa cTpyKTypa 30BHIIIHBOI TOPTIBIII MPOIYKIIIEIO JIETKOT MPOMHCIOBOCTI

y 2017 p.

3a TOBapHUMH MO3MLISIMU OSTY IOCTYIOBO 3MIHIOETHCS OaraTopiuHa TEHACHIISA
Bi’eMHOr0 cajbao OamaHcy. Ilpudyomy crabinbHe NepeBa)kaHHs EKCIOPTY HaJll iIMIIOPTOM
JEMOHCTPY€ TUIBKM TEKCTWIBHHMI OJST Ta JOJAaTKOBI pedi a0 Hboro. HarowmicTh

TOBapo0oOOPOT 3a BciMa TOBapHUMU no3utiisimu 3 2015 poky ctabinbHO 3pocTae (Tadn.4).

Tabmuis 5.30BHimmHS TOpriBis oasrom 3a 2014-2017 pp.

Excnopr, tuc. non. CIIIA Immopr, Tuc. non. CIOA

2014 2015 2016 2017 2014 2015 2016 2017

Opar ta
IOJATKO
Bi peui
1o
oAy,
TPHUKOTA
JKHI

135545,6 96890,1 107334,1 121895,1 254291,0 | 159376,8 160723,8 185980,2




Opar ta
IOJATKO
Bi peui
1o
oAy,
TEKCTUIb
Hi

410613,0

330855,5

355076,7

378721,2

293171,0

178939,4

176771,7

187919,6

Trmmni
TOTOBI
TEKCTUIb
Hi
BHpOOHU

109736,2

95049,7

100322,1

116205,3

221449,3

158072

203367,1

236795,7

T'onoBHI1
yoopu

2012,6

2568,9

3061,5

3298,8

16608,6

8622,7

7494,1

9343,3

Opmar

6579074

525364,2

565794.,4

620120,4

785519.,9

505011,0

548356,7

620038,8

OTxe, A7 PO3BUTKY BUPOOHUIITBA TOTOBOT'O OJIATY HEOOXiqHE CIIPUSHHS:

> 3HWKEHHIO 3aJIE)KHOCTI

CITOKHBaHHS,

BIJI

IMIOPTY CHPOBHMHM Ta MarepiaiiB MPOMIKHOTO

» 3MEHILICHHIO 3aperyIbOBAaHOCTI CaHITAPHO-EMiAEMIOIOTYHUX MPOLEAYp MPH BBE3ECHHI

CHPOBHMHH Ta XIMIYHUX MaTepialis;

» CIIPOLICHHIO NMPOBEICHHS MHUTHUX HPOILEAYyp; JAepXkaBHE 1 JOHOPCHKE (DiHAHCYBaHHS

BIIPOBA/KEHHS TEPEIOBOTO CBITOBOTO JOCBIMY AJIs YIOCKOHAJICHHS KOMIIETCHIIIH

BUKJIa/Ia4iB Ta OHOBJICHHS HABYAJIbHO-BUPOOHNYMX JTabopaTopiii;

» PO3BUTOK HOBUX METOMIB peami3allii,

1HPPACTPYKTYPOIO;

» TomyJsipu3anii yKpaiHCbKOi MOJH MOJIITHYHUMHU Ta KYJIbTYPHUMH JiTYaMH.

YIOPaBIIHHS JIAHIIO)KKOM  TIOCTadyaHHS,

JUnisi TOKpallleHHS PUHKOBOTO CEpeJOBHUINA MiJNPUEMCTB HAA3BHUYANHO BaXKIIMBE

ynockoHaneHHs Oi3Hec-cepenoBuma MCII, yMOB KOHKYpEHIIii Ta AeTiHi3aLis:

» 0opoTbba 3 KOHTpabaHI010 (30KpeMa, MAHIMYJAISAMH 3 MUTHOIO BapTICTIO TOBAapiB,

3HaYHUM

o0csiroM

KOMEPIITHIX

MOCHUJIOK),

(hIKTUBHUM

M IPUEMHUIITBOM, BUKPUBIICHHSM 0a3H OMOIaTKYBaHHS;

HeoiiitHIM

» TIOJIETILICHHSI aJJMiHICTpYBaHHs MOJIAaTKIB 13 cBOeyacHOTro noBepHeHHs [1/1B;

» iH(pOpMaliHO-KOHCYIbTallIHA JOMOMOTa JUIsl y4acTi B MIKHAPOJHUX TEHIEpax Ta

Hagaaus goctyny MCII no nep:kaBHUX 3aKyTiBENb;

» CTBOpEHHS MepeXi IHHOBaIiifHOT ekocuctemu, 3o0kpema KuiBTexnomapky, mms

HaJaHHA

ayTCOPCUHIOBHUX,

KOHCTPYKTOPCHKHUX  Ta

IHIIUX

HiANPUEMCTBAM 1 HACEeNICHHIO; pealizallis KJIaCTepPHUX 1HILIaTHB.

MIOCIIYT

MaJIUM




Appendix 4. National Statistics Service of Ukraine. Report

JAEPKABHA CJIIYKBA CTATUCTUKH YKPATHU

(/lepxcerar)
sya. lllora Pycraseai, 3, w. Kuis, 01601, Teacon (044) 287-24-22, daxc (044) 235-37-39
E-mail: office@ukrstat. gov.ua Web: http// www.ukrstat.gov.ua Koa €/IPIIOY 37507880

77 072018 Ne 14.3-0430/-18 Ha Ne 311/16-210-1130 _ sia_12.06.2018

MinicTepcTBO 3aKOPAIOHHHX CIpaB

Ha nucr Minicrepersa 3akopioHHHX cripas Bia 12.06.2018 Ne 311/16-210-1130
Jlepxctar y Mexax [MOBHOBAXCHb HANAEC HA  CNCKTPOHHY  ajpecy
anavarava@gmail.com crarucTHuny indopmauiio 3a 2016 pik mono:

MOKA3HHKIB MIJNPHEMCTS 32 CEPEAHBOPIYHOIO KUTBKICTIO 3aiHATHX NpauiBHHUKIB
Ta 06cAry peanizoBaHol HHMHM NPOAYKUIT (TOBApIB, NOCAYr), Y AKMX OCHOBHMIl BHA
eKoHOMIuHOT AisnbHOCTI ~ "BupoGuuureo oaary” (kox 14) 3a Knacudixauicio nuais
exoHoMiuHol AisnsHocTi (KBEJ[-2010);

NOKA3HHKIB  MIINPHEMCTB 32  CEPCIHBOPIYHOI  KiNBKICTIO  3aitHATHX
NPAuiBHKKIB, Yy AKHX OCHOBHMH BHJI EKOHOMIYHOI AisnsHOCTI — "BHpoGHMITEO
omary” (xon 14) 3a KBE/I-2010 Ta sxi 3nificHiOBaNM eKCIOPT TOBAPIB.

Jonarok: ¢aiinm "O6cear.xls", "Excnopr.xls".

/

3actynuux Monosu % — . XYK

J1OIATOK 10 JIHCTa JIepKcTary
Bix 11.07.2018 Ne 14.3-04/307-18
Ioka3nHKH MCTB 3a cep p KIIBKICTIO 32l HATHX Ta ofesry peasi T HHMH 1P i (° piB, MOCTYT), ¥ AKHX OCHOBIHIH BH eKoHOMIYNOT JisabLHOCT]
"Bupobuunrso oxsry” (xox 14) 3a KBEJI-2010'
1 2016 pix
p Y ToMy ameni
MANPHEMCTBA 3 KUTBKICTIO MAMPHEMCTBA 3 KUTBKICTIO MANPHEMCTBA 3 KUTBKICTIO MANPHEMCTBA 3 KUTBKICTIO
Yesoro 3aiHATHX NPaLIBIHKIB 3ai{NATHX NPALIBIHKIB 3aiHATHX NPaLIBIHKIB 3aHIATHX TPALIBIHKIB
Koa 710 9 ocib Bix 10 10 49 ocib Bix 50 10 249 ocib 250 oci6 1 Ginbire
3a
KBEQ obcar obesr obcar obcar obcar
- - peanizosanol L . . L peanizosanoi L peanizosanol N peanizosanoi
KUTBKICTS - KLIBKICTS peanizosanoi KLIBKICTS - KLTBKICTS KITBKICTS o
2010 | pigmpuevers, | PO pianprevcrs, | mpomyki, | miampueers, TPOAVKIEL i puenern, | PRI niAnpHEMCTS, TpoayKI
(ToBapis, N (ToBapis, (ToBapis, (ToBapis,
OITHIHIL: OJTHITHIL: (Topapis, OMIHITHIL: OITHITHIT: OHITHIL:
noeayT), nocayr) THE.TpN noeayT), TocayT), noeayT),
THC.TPH THC.TPH THC.TPH THC.TPH
p: TBO O1ATY 14 1547 9614881,6 902 5747519 443 2291108,4 161 2899155,5 41 3849865.8
BHPOGHHITBO OJIATY, KPiM
XyTPAHOTO 14.1 1432 83210529 840 525897.1 405 20783691 149 2563256 38 3153530,7
BrpoOHHITRO 07aTY 31
IKIPH 14.11 13 111508,1 6 6524 4 6014,6 2 1
Bupobuuureo pofouoro
oaAry 14.12 428 2969061 251 2375132 133 11464982 38 7132149 6 871834,7
BrpobuuuTso inmoro
BEPXHLOTO OJATY 1413 715 3423052.7 428 209599.6 190 576454,5 73 1101916,5 24 1535082,1
BHPOGHHITBO CIILINBOTO
QIATY 14.14 125 1187860,5 60 423492 39 127947.0 21 5223989 5 4951654
BupobuuuTeO iHmoro
oIATY it aKcecyapin 14.19 151 6295706 95 357827 39 2214548 15 2
Jlani waneews Ges i repuropii 7 PecmyGaixi Kpas, st C o separopii y lowensxiit Ta Jlyraucexiii olisaemo.
| e we s meron0 susor Fasouy Vpaie “Ilpo sepacssicy " a0 s i i




Appendix 5. Interview with the expert
Hermann Whatt Ouattara, Co-founder & CEO of YPT Limited Agency

(www.yourparisiantouch.com), based in Dublin with a office in Paris and China; consultant
fashion advisor for Prada retail France; former fashion advisor for Claudie Pierlot France;
former research and financial analyst at Hudson&Cie; former merchandiser at Desigual Paris;

former stylist and personal shopper at Jigsaw UK.

* talking about French fashion industry we take into account Apparel Womenswear Industry

to analyse (according to the limitations of the research)
1 How is fashion industry institutionalized in France?

The IFM is a state-recognized institution of higher education, but also a center for continuing

education and expertise for the textile, fashion, luxury and design industries.
2. What is the main body that rules/ sets up rules for the industry in France?
The industry in France is really special. It doesn't really hessite a body who rule the industry.

The industry follows the policy voted by the government and decree made by the state

secretariat for industry.
What's the role of Federation de la Haute Couture et de la Mode in France?

The FHCMF It aims to promote French fashion culture, where Haute Couture and creation
take the lead by combining traditional know-how and contemporary technologies in all

circumstances. It helps to reinforce Paris in its role as world capital of fashion.
3. What does it mean «made in France»?

"Made in France" refers, in principle, to products made mainly in France. According to

customs, a product is French only if 45% of its value added was produced in France.

4. How is fashion industry connected to/ supported by governmental institutions? Is it a

private or governmental sector?

self-regulation is the key word in the fashion industry in France. Most of the supports are
often come from big group foundations such as LVMH or Kering. The sector is mostly

private.



5. How much does French fashion industry produces for inner market and it's role in

GDP?

According to the IFM study, France represents 150 billion euros of direct turnover, a value

added of 2.7% of GDP and generate 1 million jobs in France.

6. What's the role of Paris fashion week for french fashion industry , for local

(French) designers, fashion houses?

Paris Fashion Week generates € 1.2 billion in economic benefits and € 10.3 billion in
commercial transactions each year. For the local designer this is the period when they hope to

sell their collections and to make the maximum of contacts for their business.

For the fashion houses, PFW It is an opportunity to talk about their brand in the press and do

business.

7. Do they have special conditions in terms of production inside or outside of the

country?
The production have to respect the EU term and policies.

8. Where is most of production for French fashion industry is done? Precentage of

CcMT?

In our days we don’t really have a real estimate of the production value for French fashion
industry. But in 2012: China €1888 Million, Italie €490 Million, Bangladesh €484 Million,
Turkey € 436 Million, India € 389 Million.

9. Is there any bureau in France that deals with statistic data in fashion industry? Is
that connected to Ministry of Economy or is a separated/ independent organ? How is it

called, and which function does it have?

The independent bureaus deals with statistic data are ( INSEE and Union des Industries

Textile)
10. How does the country support French fashion designers?

The government supports organizations that support creation in the fashion and design sectors
through APCI - Agency for the Promotion of Industrial Creation, ANDAM Award or the

Agora Grant for Design, Poster For Tomorrow, Platform Social Design, Culture (s) of



Fashion, the French Alliance of Designers. By offering some grants, by creating a minimum

threshold for designers.

IFCIC (I'institute pour le financement du cinema et des industries culturelles) from 2012
granted bank loans of up to 300,000 euros for emerging fashion labels; in total it has
guaranteed 3.4 mln euros in loans. The world largest conglomerate LVMH lanched the
LVMH prize with fund of 300.000 euro and a year mentoring from LVMH, is aimed not
only at French fashion brands. For instance, 2015 LVMH prize finalist Vetements, a french

label founded in 2014, has got great recognition after participation in the contest

11. What about production process: is everything is done in France? Percentage and

reasons for outsourse?
12. What is current governmental policy as for fashion industry in France?

Since January 1st, 2008 the state has implemented the tax credit (CIR). It consists in covering
the expenses related to the development of new collections exhibited by industrial

companies of the textile-clothing-leather sector. It is (30%) of tax credit.
13.  Any subcidies, tax reduction France does to promote french fashion industry?

The (CIR) tax credit on the new collection expenses (30%). For companies entering the
scheme for the first time or who have not benefited for five years, the rate is raised to 50%

the first year and 40% the second year.



Appendix 6. Interview with the expert in fashion industry in France

Veronique Depoix, president of Fashion advisor business (www.fab-paris.com), 40-years

experience in fashion business in Europe and EMEA.

* talking about French fashion industry we take into account Apparel Womenswear Industry

to analyse (according to the limitations of the research)
1 How is fashion industry institutionalized in France?
The Fashion Industry is not institutionalized in France
2. What is the main body that rules/ sets up rules for the industry in France?

The French government manages the economic rules of the textile industry in France such as
import taxes, customs duties, payment terms for the wholesale business (the customer has to

pay the invoice in 60 days max)
3. What's the role of Federation de la Haute Couture et de la Mode in France?

The Federation de la Haute Couture et de la Mode promotes Paris as the city of Luxury.

The Federation manages the Fashion weeks. It could be a good support for emerging brand.

The Federation de la Haute Couture decides if the brand can be part of the the « Haute

Couture » Fashion Week. The members are limited.
4. What does it mean «made in France»?

The product is produced in France. It is recognized as a qualitative product and it is a

commercial advantage for products sold both in France and outside of France.

5. How is fashion industry connected to/ supported by governmental institutions? Is it a

private or governmental sector?
Fashion Industry is a private sector, no real support.

6.  How much does French fashion industry produces for inner market and it's role in
GDP?
From my last records, in 2016, the fashion industry in France represented 1.7% of the GDP

which is a very important sector generating high employement.



7. What's the role of Paris fashion week for french fashion industry , for local

(French) designers, fashion houses?

The Fashion weeks in Paris are more and more important vs. The ones in London or in

Milan.

8. Do they have special conditions in terms of production inside or outside of the

country?

For what I know there is no special conditions in terms of production inside or outside France
except the tax duties. I can only name that French firms like LVHM has euro 75bln value on
the market with EU36bln annual revenue; Hermes is estimated at euro 32bln with 5bln annual

revenue; Chanel is euro 29bln with 7.5bln annual revenue

9. Where is most of production for French fashion industry is done? Precentage of
CMT?

For Luxury, the production is done in France or Italy. For Fashion, Asia remains the place to
produce for big quantity at a low price. Specifically, for denim product, it could be in the
North Africa (Tunisia..) or Turkey. Some productions are made in Europe, in different

countries (Spain, Roumania etc...) offering low cost in terms of freight and flexibility.

10. Is there any bureau in France that deals with statistic data in fashion industry? Is
that connected to Ministry of Economy or is a separated/ independent organ? How is

it called, and which function does it have?
You have consulting companies that can work for you on specific project.
Some of them well known :
www.bain.fr/ Bain company

www.rolandberger.fr/ Roland Berger

https://www.bcg.com/ Boston Consulting Group

You have also the newsletter The web site for professionals in fashion, luxury and beauty.

FashionNetwork.com France newsletter@fashionnetwork.com fr.fashionnetwork.com/

11. How does the country support French fashion designers?



The Federation de la mode helps new French fashion designers. Also the Festival de Hyeres,
launched in 1985, and recently sponsored by Chanel, has become a more powerful platform
for young designers. Private funding too is flowing to French designers. Like in 2014,
Etudes Studio raised 400,000 euro from investment fund Fashion Capital Partners. Many of
new wave young French designers also benefit from important mentorship opportunities
from the leaders of the industry: the Federation du Prét-a-Porter also offers free mentorship
to companies under 10 years old and also will launched Traffic, a three-day tradeshow that
aims to connect designers with professionals in areas including marketing, shipping,
production and legal counsel. Also The Federation de la Couture and DEFI run a
programme to help young designers set up and cover the production costs of a fashion show,
but sometimes it of course lacks promotion. Independent small labels are rather tough to

operate because of the rules of French apparel market and established big players’.

12. What about production process: is everything is done in France? Percentage and

reasons for outsourse?

As you probably know, it is very expensive to produce in France due to the high minimum
salary + taxes and the lack of flexibility in terms of employement. For these reasons,

many factories have closed.
13. What is current governmental policy as for fashion industry in France?

Great focus on new technologies. For example, French Touch — a business conference
focused at building connections between France and other entrepreneurial ecosystems, with a
focus on tech, innovation and creativity — has also helped to build synergies between the

tech sector and other creative industries.
14. Any subcidies, tax reduction France does to promote french fashion industry?

Nothing I know.



Appendix 7. Interview with experts of Istituto Marangoni (Paris)

- Gianni Nembrini, tutor at Paris school of fashion; programme leader at Istituto
Marangoni, Paris; former assistant designer at Dior Paris, Jean-Paul Gaultier, former head
designer at Valentino; former consultant for EU's PMI; former consultant at UN for ONU's

PACIR.

- Patrick Vacher, contemporary fashion buyer for private labels, lecturer at Istituto
Marangoni, Paris; former group leader at C&A Buying; former group leader of planning at

C&A group, Dusseldorf; former buyer at C&A group in France.

* talking about French fashion industry we take into account Apparel Womenswear

Industry to analyse (according to the limitations of the research)
1.  How is fashion industry institutionalized in France?

Fashion is an important industry in France, hence the great interest the government takes in
it, not only from the point of view of the countless traditional and recent companies which
makes of Paris incontestably the world’s greatest creative scene, but also from the point of
view of the luxury market, which fuels tourism, both professional and leisure, getting the
attention and presence of the fashion crowd upon Paris during the Fashion Weeks. This
dynamizes the business platform of fashion, making of Paris Fashion Weeks the most visible

of the Big Four ones.

Many forms of support are given by the government to the Fashion industry, through the
opening of public areas such as museums and institutions to the organization of fashion
shows, but also the special Fashion Week opening hours of the shops around town, and the

advertising campaign of the PFW, by the Mairie de Paris.
2. What is the main body that rules/ sets up rules for the industry in France?

The governmental institution which is responsible for the organisation of fashion industry is

the Fédération Francaise de la Couture et du Prét a Porter.
3. What's the role of Federation de la Haute Couture et de la Mode in France?

Its role is multiple, first of all the granting of the “Haute Couture” Label to the French
fashion houses which demand it, providing they respect the rules which are fixed by the

Fédération; subsequently the managing of the “Chambre de Commerce de la Mode”, which



reunites the list of French companies, and of the “Ecole de la Chambre Syndicale de la
Haute Couture”, which is the only school able to give the necessary education to admit

entrance to the very closed world of Haute Couture.

Moreover the Fédération organizes the Fashion Weeks, giving to all the members an allotted
time of show, in order to guarantee the visibility of the company’s fashion Show, and the

possibility to receive guests, journalists and buyers, along with all fashion professionals.
4. What does it mean «made in France»?

* European Economic Community rules do NOT request garments sold in Europe to be
marked with their country of origin. Therefore indicating the country of origin of a
garment is the sole responsibility of the manufacturer/retailer (however if the garment is
also sold in other than EEC countries requesting the indication of the country of origin, it
is most likely that the manufacturer will display the country of origin on its entire
production for reason of cost efficiency).

* With regard to the "made in" rules, under EEC (and also WTO) regulations, garments or
products (such as bags or shoes) made in more than 2 countries are said to originate in
the place of “their last, substantial, economically justified working or processing”. There
are strict rules on the subject, even though they can be circumvented by "unsociable"
manufacturers.

* For French customers, "Made in France" means

- fitting the French taste (design, dimensions, sizing)
- quality (durability, wearing experience)

- safety/security (with regard to harmful substances and compliance to certain specific rules;

i.e. for childrenswear)
- compliance to social rules (minimum wages, workers' conditions)
- compliance to environmental rules
- higher prices than regular but supporting the local economy

* For foreign customers

- quality

- luxury



- originality and taste
- French refinement
- high prices

5.How is fashion industry connected to/ supported by governmental institutions? Is it a

private or governmental sector?

Fashion is a private sector, but is very much supported by the government, as has historically
been for more than four centuries, as part of the unique «Art de Vivre» which made France

the first luxury and fashion trend promoter, and is regarded as such today still.

As we saw before, France government supports Fashion industry in many ways, and
encourage the launching of new companies with legal and tax facilitations, but also sustaining
and offering visibility and cultural and social status to traditional companies through
dedicated museums and exhibitions in prestigious locations, such as the recent Dior and
Margiela exibitions, which establish Fashion creation as an proheminent form of art and

cultural asset, suggesting the economical relevance of the industry behind it.

10. How much does French fashion industry produces for inner market and it's role in

GDP?

Turnover (creation, production and retail) of the French fashion industry: 67 billions €
(textiles and apparels), 22 billions € (shoes and leather goods). At large the fashion industry
(textiles, apparel, shoes and leather goods, jewellery, eyewear and beauty products) delivers
150 billions € turnover of which 33 is exported), representing 1,7% of the French GDP (IFM,
2016)

Within the 150 billions €, manufacturing represents 33€, wholesale 43€ and retail 74€.
However note it is estimated that 75% of the apparel and shoes bought by the French
population is imported (Le vrai-faux de 1'info, 2017)

11. What's the role of Paris fashion week for french fashion industry , for local

(French) designers, fashion houses?

PFW is a unique occasion to show a collection to its best, exposing the companies creation

and name to the largest possible media cover, as compared to the other Fashion Weeks, but



also the most important business platform represented by the great number of investors and

groups whose attention is turned to Paris during each Fashion Week along the year.

PFW is the one showing the biggest number of collections, both local and internationals, to
the largest group of professionals, journalists and buyers from allover the world, making it the

desired stage for every established or raising company wishing to establish its name.

12. Do they have special conditions in terms of production inside or outside of the

country?

France internal production is almost exclusively dedicated to luxury goods, such as the
«Haute Couture» label, and very exclusive leather goods manufactures, due to the high level
of know-how and specialised professionals, nevertheless the government is promoting
external production by custom and import-export politics, permitting companies to chose the

level and extent of their production accordingly to their commercial and financial strategy.
9. Where is most of production for French fashion industry is done?
If we are talking apparel imports in France (20 billions €)

* From the EEC: 22,3% / From extra EEC 77,7%
* Per geographical groups of countries

Mediterranean rim countries 14,8%
Balkans 0,4%

Asia 59,2%

Other 25,6%

* The 4 biggest supply countries are
China 29,2%

Bangladesh 11,3%
Italy 9,1%
Turkey 5,8%

Figures from IFM for 2017



10. Is there any bureau in France that deals with statistic data in fashion industry?
IFM (Institut Francais de la Mode), 36 Quai d'Austerlitz, Paris
Other possible sources:

INSEE (Institut national de la statistique et des études économiques) 18, Bd Adolphe-Pinard,

Paris
and all the "Fédérations" (professional federations)
Is that connected to Ministry of Economy or is a separated/ independent organ?

The French fashion industry is connected both to the Ministry of Industry and Ministry of

Culture

The IFM is actually a school that is linked to the Ministry of Industry
How does the country support French fashion designers?

French fashion designers or at large fashion "entrepreneurs" are supported

. by tax incentives (the best known one is "le crédit imp6t collection" which is a 30%
tax credit based on the expenses generated for the creation of collections).
. guaranteed loans (IFCIC and BPI)
. money given for fair attendance, whether national or international (le Déf1)
. the Mode business angels scheme of the Fédération du prét a porter féminin
11. What about production process: is everything is done in France? Percentage and

reasons for outsource?

. % of imports see above

. reasons for outsource:

- labour cost (should be envisaged together with the productivity of the local

workers)
- cost of fabric (compared to national sources)

- gradual disappearance of factories and textile/ apparel manufacturing know-

how

12. What is current governmental policy as for fashion industry in France?



The Governmental policy with regard to the Fashion Industry in France was elaborated by a
specific CSF (Comité Stratégique de Filiere) Mode et Luxe, appointed by the Ministry of

Industry; committee who has defined the following action plan

- To rebuild and consolidate an industrial textile, fashion and luxury industrial cluster

- To strengthen the attractiveness of the Fashion industry and meet the needs of companies
- To consolidate the links between contractors and subcontractors

- To support, particularly financially, the emergence of new players

- To promote French talent and know-how



Appendix 8.

Surveys analysis
Number of surveys: 22 (around 10% of all most representative brands)

Total number of enterprise in light industry in Ukraine: 1547 (potential growth up to 2.5 times

with 2340 active companies)
The number of SMEs: around 95% of total number
Big enterprises- 95-99% CMT

The number of most successful designers in Ukraine now: 200 (who are active on the market,

participate in fashion weeks etc), with total number of Ukrainian clothing brands accounted at
between 500 and 600

Total Ukrainian GDP in 2017: $109.32 bln, in 2018 — $119.13bln

3.3% is textile industry (29% of textile industry - production of textiles in Ukraine) = $3.43

bln

Shadow economy — 90% of official GDP in apparel sector

Total import of goods in 2017 —49.5 bln USD, export 43.3% (19% more than in 2016)

Statistics of companies in apparel textile industry in 2016 (presented by Ukrlegprom)

Classification | Quantity of % to the total Total volume | % to tolal index of
as for size of enterprises index of of production | corresponding type of
production corresponding | in Ukraine, activity

type of activity | mln grn/ usd

(without VAT)

total 1547 100 9614,4 /313,7 | 100
Big (more than | - - - -
250
employees)
Medium 198 12.8 7126,6 / 74.1




270.38
Small 412 22.6 1910.9/72.5 | 199
Micro (up to 937 60.6 577.4/21.9 6.0
10 employees)
Surveys:
# of Fabrics |Design | Producti | marketi | Brand Volume of Sales per
designer | (in%) (in %) | on (%) ng, pr name production/ year ($)
(%) (%) year (pieces,

$)
1. 20 25 25 30 - 6000 pieces 250.000%
middle (around 1min
size $)
2. 11 33 22 34 - 5000 pieces | 247.500%
middle (around
size 7500008%)
3. 50 15 25 20 - 110000$ 16,5009
middle
4.small |40 5 45 10 - 240 pieces

/40000% 2000$
5. 25 35 20 10 - 5000 pieces 315.000%
middle (around

900000%)
6.small | 40 10 40 - 10 700 pieces

(100000%) 10.000$
7 small | 25 15 35 10 15 1500 pieces

(300008%) 45009




8 small 25 35 20 10 10 90000% 31500%
9 small 30 30 20 20 - confidential -
10 25 45 20 10 - confidential -
middle
11 25 10 45 10 10 25000 pieces
middle (1250000%) 12.500%
12 20 10 30 30 10 2100 pieces
middle (2100009%) 21.000%
13 20 25 25 10 20 30000 pieces | 375.000$
middle (around
1.5000.000%)
14 20 30 20 10 20 100000pieces | 2.100.000$
middle (7.000.0008)
15 30 10 10 10 40 confidential -
middle
16 small | 50 30 20 - - -
17 20 30 30 - 20 50000/10000 | 30.000$
middle $
18 small | 30 30 30 10 - 150000 usd 45.000%
(production
500009%)
19 small | 20 25 15 20 20 152000% 38,000%
20 50 5 25 5 100000% 5.000%
middle
21 small | 50 10 30 5 5 70-80000usd | 8,000$
22 small | 15 30 15 20 20 140000% 42.000%




average 22,4

Average design VA for medium-sized companies: 2.858.500/10=285.850% x # of companies
in the sector = 56.598.300%

Average design VA for small-sized companies: 181.000/8 = 22.625% x412 =9.321.500$

Total estimated value of design Ukrainian apparel industry (SME) : 65.919.800%

Total volume of SME production: 34.88mln $

Total value garment production: $313.7mln

Value of design: total design value /total value production = 21%
- for medium-sized enterprises average is $56,6mln of 270.38mlIn which is 21%
- for small-sized enterprises: $9.3mln of $72.5mlIn which is 12.8%.

Share of design of women clothing in GDP: US$65.9mIn/US$109.32bln x100% = 0.06% or
around 0.1% of GDP of Ukraine.




