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INTRODUCTION
This document focuses on the market and policy analyses performed within TCBL. It starts with
an overview of the economic environment, industry structure and major market trends of the
T&C sector, revealing the complexity, inter-relatedness and diverse nature of all the
components, phases, activities and sectors that form the T&C value chain today. The figures in
this section indicate a medium to long-term tendency of T&C to consolidate (contract) and
simultaneously grow in scale (mass production by global players). On the other hand, the sector
shows a more recent tendency to fight the decline by diversifying and specialising the
production, in order to explore new markets both in the EU and in third countries (China, India,
Brazil, Russia, etc.), where a new middle class is emerging, endowed with an increasing
purchasing power.
The section also identifies some 50 major market trends under 9 different domains, and
evaluates to which extent these may positively contribute to TCBL’s main objectives (return of
delocalised manufacturing to Europe, reduction in the environmental footprint, creation of a
novel supply network and creation of new embedded services supporting the customer driven
supply chain). This analysis demonstrates that TCBL’s objective to reshore manufacturing
capacity can be favoured by increasing the T&C focus on end-users’ needs, customisation,
niche products, cost-effectiveness, smart solutions, design, service, etc. On the other hand, EU
Textile & Clothing is at loss when it falls in the commodity trap 1, i.e. when it tries to compete on
costs, low quality products, fast fashion, commoditization, etc. Moreover, such hampering
factors like fragmentation, subcontracting pitfalls, restricted market presence, etc. should be
avoided, while success factors and strategies that too often stay hidden should be evidenced
and disseminated among T&C actors for smarter innovation and competitiveness.
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This means being positioned in a market segment where entry barriers are low, opportunities of
differentiation are less and competition is mainly based on costs. Firms are stuck in a segment where they
have little competitive advantage. To get out of the commodity trap, innovation in design and service,
vertical integration and economies of scale should be pursued.
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THE ECONOMIC ENVIRONMENT

Textile & Clothing (T&C) has over the last two decades become a globalised industry as a result
of radical changes in the global political and economic context. Significant economic and social
changes in T&C production have occurred both in industrialised and developing countries.
Advanced countries have experienced significant changes in retail distribution, generally moving
towards an increasing concentration of market shares by mostly international retail chains. This
trend has occurred all over the EU, with the share of independent stores dropping below 20% in
Northern and Western Europe, and the same trend accelerating in Eastern and Southern
Europe as well2.
Apart from traditional department stores and branded clothing chains general retailers (e.g.
Carrefour, Tesco) and hard discount retailers have become major actors in clothing retail,
leading to a concentrated purchasing power on the distribution side of the business and
enabling access to lower cost manufacturing locations thanks to global sourcing, transport and
logistics that these large companies can set up. Such concentration in distribution is not
reflected by an analogous consolidation of manufacturing, which remains highly fragmented and
mostly dominated by SMEs. In the EU, the average clothing firm has less than 20 employees,
and the average textile-producing firm some 25 employees. This strong imbalance of market
power between retail and manufacturing explains why distribution very much sets the ‘rule of
the game’ and reaps a much larger share of the economic value generated by the T&C the
supply chain.
On the other hand, developing and emerging countries have become preferred clothing
manufacturing locations as their economic and financial systems got updated, their industry and
logistics was developed and massive migration of rural work force to development areas
provided an abundance of cheap manual labour for T&C manufacturing, which does not require
very high levels of skill and knowledge from its workers. Clothing manufacturing in several
countries like China, India, Pakistan and Turkey has also benefited from abundant local
supplies of textiles thanks to the significant increase of textile production from fibre – mostly
cotton and synthetic fibres such as polyester – often led by government-owned or private firms
benefiting from privileged access to public funds.
Globally sourcing retailers and wholesalers have massively exploited this opportunity for
significantly reducing purchasing prices to the detriment of T&C manufacturers in industrialised
regions such as the EU. Due to higher costs – of labour, capital, energy, environmental and
consumer-protection compliance, etc. – the latter have been increasingly unable to match prices
offered by developing countries. This has led to increasingly shrinking margins, firm shutdowns
and job losses over the last two decades.
Nevertheless, the EU T&C industry in 2014 still has a turnover of 165 billion €, with around
173.000 companies employing 1.6 million workers in the sector (down from 2.5 million
employees, 160,000 companies and a combined annual turnover in excess of 210 billion € in
2007).
In order to stay competitive, companies are undergoing continuous restructuring and
modernisation processes. This entails significant investments in technology, research, product
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This paragraph draws from reflections developed within the Leapfrog Project (http://www.leapfrogeu.org/).
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development and innovation capacities, as well as adopting new business concepts and models
to enter new higher added-value markets, through increasingly accelerated productivity growth.
Nowadays, the EU still occupies a prominent market position among the world’s biggest
exporters of both textiles and clothing. While the US and Japan have significantly declined in
the last 15 years, and emerging countries like China have won growing shares of the global
T&C market, the EU has been able to keep its global position. As of 2014 the EU is the second
world exporter (after China) in textiles as well as in clothing, with respectively 24% and 26% of
world sales. 3
While radical changes have occurred in the global political and economic scenarios, the same
has not happened in other T&C dimensions – e.g. manufacturing technology. While in textile
production, technologies for such core processes as spinning, weaving, knitting, dyeing, printing
and finishing have seen significant developments resulting in massive productivity gains over
the last decades, the same is not true for clothing manufacturing where the technological pivot
of production – the sewing machine – has not undergone any revolutionary change since its
invention in mid-19th century. This has resulted in a large productivity gap between the textile
and the clothing sectors of about 2 to 1.
While several semi- or fully automated technologies have been introduced on the garment
manufacturing shop floor such as spreading, nesting, marker making and cutting systems, as
well as to a certain degree in the ironing and garment finishing processes, major steps of the
handling and joining processes remain highly manual labour intensive, thereby making the
garment making process uncompetitive in countries with high labour costs.
The shift of manufacturing to low labour cost countries has in turn introduced further
complexities, risks and costs such as long lead times, challenging logistics and quality
assurance procedures, lowly skilled work force, etc. The related costs and risks limit the
adoption of new business models that could provide:





faster response to market changes linked to consumer needs, tastes, sensitivity etc.;
increased involvement of consumers in product customisation and personalisation;
smarter networks of actors through open value chains and business ecosystems;
leverage of advanced internet-based business channels and technologies.

Even traditional T&C players are becoming more sensitive to new emerging business models,
as these greatly improve the ability to contribute to significant economic value creation in an
ever more segmented, fragmented and fast moving market. On the other hand the supply chain
of T&C industry (in particular clothing industry) is changing not only because of globalisation of
manufacturers and suppliers, but also because of globalisation of customers and market
channels (in-franchise shops, outlets, e-commerce, the so-called omnichannel, etc.). All these
new ways of selling products today is deeply stressing the supply chain and the planning of
clothing industries, and consequently of their suppliers (the textile industry).
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THE INDUSTRY

T&C is a diverse and heterogeneous industry which covers a great number of activities from the
transformation of raw materials into fibres, yarns and fabrics that in turn enter into the
production of e.g. hi-tech synthetic textiles, wool, bed-linen, industrial filters, geo-textiles, and
clothing and are used in multiple applications e.g. garments, sports and household equipment,
furniture, civil engineering products (construction, automobiles and aircrafts), and medical
textiles. Textile products range from yarns of natural and man-made origin to fabrics, to
household textiles, carpets and textile fabrics that are used in industrial applications. Raw
materials such as cotton, wool, jute, flax and silk fall under this broad categorisation but are not
considered as textile products as such.
The production chain is very varied in that the same raw material can end up in a broad range
of different final products. At the bottom of the production chain a raw material, natural or manmade, is converted into a fibre, then spun or extracted to yield a yarn or filament that then
undergoes a manufacturing process such as knitting, felting or weaving. The intermediate
product is a fabric. This fabric then can undergo different finishing operations (tainting, coating,
bleaching, cutting, printing etc.) before being converted into a finished product, e.g. a garment,
a household textile or a technical textile.

Figure 1. The textile industry (Source: European Textile Technology Platform (www.textile-platform.eu).

While the entire production chain still remains in the EU, recent trends indicate that the
European T&C sector is concentrating increasingly on research and development, finishing and
innovation activities. To date, in general, the finishing operations remain within the EU.
Processing of raw materials, production of yarns and fabrics and their transformation into
garments are being outsourced. This development is particularly prominent in the clothing subsectors that are more labour and less capital intensive. The production chain has become
increasingly global - the production chain of a garment designed in Europe can be spread
worldwide where Pakistani cotton is transformed into yarn and woven fabric in India, finished
(e.g. dyed, cut and sown) in Bangladesh and then shipped via Malaysia to the EU.
Such a wide geographical spread is less prominent in the textile sector. The textile sub-sectors
require greater investments in machinery and are less labour intensive. The production costs
5
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can be comparable to the ones in the EU market and delocalisation of individual production
steps is less economically interesting. The trend to outsource production is less prominent.

GEOGRAPHICAL SPREAD IN THE EU
In the EU, the biggest producers in the T&C industry are the five most populated countries, i.e.
Italy, Germany, France, Spain and the United Kingdom accounting for about three quarters of
production of T&C. In some other countries, the sector plays an important role in the national
economy accounting for 5% to 15% of employment and up to 10% of total exports of
manufactured products (Portugal, Greece, Lithuania, Poland, Slovakia, Romania, Bulgaria, and
Czech Republic).
Southern countries such as Italy, Greece and Portugal, some of the new Member States such
as Romania and Poland and, to a lesser extent, Spain and France contribute more to total
clothing production, while northern countries such as the United Kingdom, Germany, Belgium,
the Netherlands, Austria and Sweden contribute relatively more to total textile production.

Figure 2. Foreign value added embodied in domestic demand for textiles and apparel, by source region,
2011 (As a percentage of total final demand for textiles and apparel) (source: OECD Science, Technology
And Industry Scoreboard 2015)

THE T&C ECONOMY4
In 2010 the EU T&C industry realised a turnover of € 172 Billion and employed 1.9 Million
people in more than 127 000 companies. The industry is highly export oriented since it
represents a total value of € 34 billion. The size of the industry declined substantially between
4

Scheffer, M.R. (2012). In-depth assessment of the situation of the T&C sector in the EU and prospects
(prepared for the European Commission, DG Enterprise and Industry).
http://ec.europa.eu/DocsRoom/documents/10482/attachments/1/translations/en/renditions/native
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2000 and 2010: turnover decreased by 25% (slightly more in textiles) while employment went
down by 50% (equal in textiles and clothing). This also means that the average employment
and turnover by company declined. In the clothing sector, the turnover by companies remained
almost stable. Nevertheless, the T&C industry is more fragmented than it was in 2000. The
financial crisis starting in 2008/09 accelerated the decline on all indicators. In 2010 there were
some signs of recovery in some Member States.
In terms of demand the clothing and home textiles market in Europe is by and large slowly
growing in volume and stable in value. Overall retail demand for textiles and clothing grew by
28% between 2000 and 2010. Demand for technical textiles grew by 10% a year between 2000
and 2007 but was stable after 2008. Decline in the northern and southern member states is only
partially compensated by growth in the eastern member states. The financial crisis led to a
sudden drop in demand for textile and clothing products, followed by a small recovery only in
Northwest Europe and Poland. In general, changing consumption patterns and the impact of
imports leads to a favour for lower priced items. While the luxury and high-end section performs
rather well, there is mainly a squeeze in the middle of the market. Technical textiles has been
growing since 2000 at an average pace of 10% a year, and technical textiles is a growing part of
the industry. This growth has not compensated the decline of clothing and home textiles, and
this growth is often driven by companies in other industrial sectors.
The European industry is at a disadvantage when it comes to supply lower and middle parts of
the market. Cost competition favours third countries (especially China) and the European
industry is no longer competitive in volume markets, also because of fragmentation of the
industry. In the middle market Europe is still competitive when small batches or a very flexible
response to the market are demanded. In the high-end and luxury markets Europe still has a
strong potential, but the skills required in design and branding as well as in manufacturing are
barriers (as well as protection). Especially the luxury segment has shown excellent export
potential; however, the speed at which third markets are being exploited is much lower than the
speed at which import volumes increase into the European markets. Besides the organizational
difficulties in developing markets, the difficulties created by trade barriers restrict exports to the
most enduring firms with clear assets such as a strong brand appeal. Hence, while globalisation
is a threat and an opportunity, for textiles and clothing the period 2000-2010 has mainly realised
the threats, while the opportunities, though certain and demonstrated, take more time to take
up.
The period 2000-2010 also demonstrates the potential of new technology. The textile sector is
well aware of new opportunities presented by new material technologies, new process
technologies and ICT. These technologies offer new opportunities now that the advances of
organic chemistry and mechanisation are being industrialised. In addition, and more recently,
there is the perception among industrialists of the potential of a more sustainable
industrialization based on materials made from bio-resources and processed with
biotechnology. The consumer is more and more conscious of the environmental footprint and
specific industrial markets are pulling innovation, also as a consequence of European
regulations. However, the paradigm change towards technology and sustainability is still in an
early stage. A real breakthrough is hampered by the major costs of commercialisation and
industrialisation, high standards demanded for product quality, fragmentation of supply chains
and initiatives and, ultimately, lack of financial resources following the financial crisis.
The financial crisis indeed represents a break and possibly a catalyst of change in the industry.
Especially at the beginning, the crisis was seen as a temporary setback. Actually, it led to a
long-term decline in consumption, a substantial drop in profitability and a general weakening of
the financial reserves of companies, resulting in a shake out of companies. The recovery in
7
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2009/2010 was beneficial to the more progressive part of the industry, such as export-oriented
luxury fashion manufacturers (and their suppliers/subcontractors). But companies remaining in
commodities and acting as subcontractors remained vulnerable. By mid 2012 the crisis had
been lasting too long and the perspective on new opportunities was becoming less clear.
European demand was not picking up, exports were growing but were hampered by trade
barriers and difficult access to export credit or insurance. The potential of new technologies was
hampered by the reduction of public budgets for research and innovation and also demand
pressure in industrial markets. The financial crisis has also been limiting the resources available
for mid-term and long-term innovation. The problem of fragmentation is compounding a more
structured approach towards sustainability. The potential still stands, but the uncertainties in the
business environment limit commitment and may lead many industrialists to withdraw to
markets offering a sure cash flow in the short term.

THE MARKET
Trade policy measures have had a major impact on production and investment decisions in
textiles and clothing and on trade flows. The elimination of quantitative restrictions at the end of
December 2004 marks the end of the industry dependency on the former trade regime that
protected the sector longer than other industrial sectors from international competition, through
the Multifibre Agreement in 1974 and the following Multilateral Agreement on Textiles and
Clothing. The liberalisation of the T&C market started in 2005, one year after the last import
quotas had been phased out. This liberalisation has increasingly globalised the T&C economy,
with production and marketing activities depending on business decisions that reflect
competitive opportunities around the world. It has heightened the pressure on firms to adapt
their production mix to meet changing consumer requirements in terms of design, quality and
prices, while implementing efficient production methods that minimise production costs. This is
particularly true for some companies (e.g. Inditex) which completely revolutionized the T&C
supply chain by totally skipping the production phase: the company creates the design and then
buys the final product from its suppliers, cutting the production costs and focusing more strongly
on the distribution phase. In the same wake, many companies are outsourcing their productions
(either totally or partially), attracted by the savings of this business model.

While traditional producers have suffered from intensified low-cost competition, China has been
the great winner of restructuring in T&C industries. It became the number one producer of
wearing apparel with a share of one quarter of world exports (2008).
With labour costs less than one third of the competitors in Europe and the United States,
Chinese producers were able to attract rising market shares. The country established regional
clusters of textile and clothing production with thousands of firms and millions of employees.
These clusters are strongly export-oriented. Production chains have been optimised to provide
all functions from fibres to garments, confection, and finishing. Rail and sea transport systems
have been developed. China’s products were at the lower end of the price spectrum for some
time.
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Figure 3. Global demand for Textiles and apparel, percentage shares of total, 1995 and 2011
(Source: OECD Science, Technology And Industry Scoreboard 2015)
This changed in recent years as China’s exports in both textiles and clothing were moving up.
Regarding product values, the structure of Chinese textiles exports to Germany has come
closer to that of Italy or Poland. Exports of clothing products have become similar to those of
Belgium, Italy or the Netherlands in 2007. This means that China is on the way to approaching
high price markets where European producers – until now – felt to be sheltered. China is
moving into more capital intensive and technology intensive product segments and is improving
the quality of exported goods. Export strategies are becoming more broadly based and lead to a
declining degree of specialisation. Countries like India or Mexico also adjusted their export
structures and have taken efforts to improve their competitiveness.

Figure 4. Regional demand for Textiles and apparel, 1995 and 2011 (By country or region of value added
origin) (Source: OECD Science, Technology And Industry Scoreboard 2015)
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KEY FIGURES
TURNOVER5

Figure 5. T&C importance in the EU value chain, 2014.

As of 2014, with a household consumption of nearly 500 Billion €, the EU-28 is the largest world
market for textile and clothing products. In 2014, the EU Textile & Clothing industry reached a
turnover of 165 billion €. In the EU, there are some 173,000 companies in the industry
employing 1.6 million workers. The EU is the second world exporter (after China) in textiles as
well as in clothing with respectively 24% and 26% of world sales. World clothing consumption
represents 75% of total T&C consumption (estimates). The average size of companies is
relatively low which explains why they principally trade within the internal market, with intra-EU
exports representing 72% of EU trade to the world6.
RETAIL SALES
In 2014 the retail sales evolution in the T&C industry turned positive and was up 1.9%, thanks to
EU consumption and activities’ revival, and to a stabilisation of consumer prices. The retail
activity expanded strongly in most Eastern European Countries as well as in the Southern
European countries. Finland, Denmark, Bulgaria and the Netherlands were the only Member
States that registered decreasing sales over the period.

5
6

Data and pictures as provided by EURATEX Reports and Surveys, 2014-2015
Euratex Annual Report 2014
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Figure 6. T&C Retail turnover evolution.

In 2015, retail sales growth remains on an upward trajectory, adding to signs of a strengthening
EU economy. The retail sales evolution in the T&C industry was up 2.4% in 2015, fuelled by a
stabilisation of consumer prices. The retail activity expanded strongly in most EU countries with
the exception of: France, Germany and Austria, where the activity remained almost stable and
of Finland, Bulgaria and the Netherlands where sales decreased in 2015.
PRODUCTION
In 2015, contrary to the retail sales, European T&C production was lower than in the previous
year, despite better performances during the second part of 2015. Textiles’ output declined by 0.7%. Production in the MMF industry went down by -0.4%. The -1.5% slowdown in clothing
production, despite a surge in turnover and exports, suggests a weakening of domestic demand
for European clothing products.
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Figure 7. EU T&C volume index of production.
In 2014, the European T&C production was 0.7% higher than in the previous year, despite
weaker performances during the second part of the year. The textiles’ output rose by +2.6%,
outpacing again the manufacturing industry growth. Production in the MMF industry went up by
+0.9%. The slowdown in clothing production (-1.7%), despite a surge in exports, suggests a
weakening of domestic demand for European clothing products.
EVOLUTION OF THE SECTOR IN DIFFERENT EU COUNTRIES
During 2015, several Member States experienced an output decrease either in Textile or
Clothing or both, with the exception of Poland and the Czech Republic, as compared with 2014.
In the previous year (2014) the majority of Member States experienced output growth, with the
exception of Austria, Denmark, Greece, Latvia, Portugal, Spain and the UK where production
fell, as compared with 2013.

Figure 8. Evolution of T&C production in the EU Member States, 2015.

12

TCBL Market Analysis and Trends
TCBL Handbooks
Textile & Clothing Business Labs

Among sub-sectors, all (man-made fibres, woven fabrics, technical textiles, finishing, yarns,
made-up textiles, knitted and crocheted fabrics, etc.) performed badly in 2015, except M&W
outerwear, underwear and non-woven clothes.

Figure 9. Evolution of T&C production, by type, 2015.

INTRA & E XTRA EU T RADE
The repartition of EU external and internal trade reflects how the sector depends partly on
internal and partly on external demand. The decline starting in 2007 due to the effects of the
economic crisis in 2008 and 2009 was linked to a decrease in demand within the EU and in
important third country markets such as the USA and Russia. The sector has then slowly
recovered since the end of 2009. The relative growth rates in traditional export markets have
been slower than in emerging economies. This explains the growing relevance of market
access in third countries.

Figure 10. T&C extra-EU trade evolution.
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In 2015 EU T&C exporters moderately increased their market shares in Third countries (+3.6%).
Extra-EU imports evolution was 3 times higher than for exports: with an increase of +8.4% (T)
and +10% (C). As a result, imports reached € 109 billion in 2015 and exports € 44 billion. This
evolution impacted the overall trade balance of the EU whose deficit deteriorated again in value
by +14%.
During 2014, T&C extra-EU imports picked up by +8.5% in value terms and by +9% in volume,
following sharp increases from some Asian countries (as Bangladesh, Cambodia, Pakistan and
Vietnam). Extra-EU exports recorded a modest growth as compared with imports (+3.5%). IntraEU exports grew by +7% in value, but decreased in volume (-1.3%), reflecting an increase of
higher priced products due to a change in product mix. In price terms, the average export prices
went 1.5% up, while import prices slightly decreased by -0.6%.
IMPORT EVOLUTION WITH KEY EU SUPPLIERS
EU imports went up due to sharp increases from some Asian countries. On the contrary, imports
from the Mediterranean area realized a modest growth or even decreased over the period. (NB:
the % represents the 2015 evolution, and the size of the bubbles is determined by the import
values).

Figure 11. EU imports evolution of T&C to main customers.

Considering T&C separately:




Textile imports coming from EU top-15 suppliers were all up, except from Egypt &
Thailand. The US witnessed the highest growth (+19%), followed by Pakistan, China &
Vietnam (+11%).
Clothing imports coming from EU top-15 suppliers were all up except from Tunisia &
Thailand. Bangladesh, Cambodia, Vietnam, Pakistan, Hong Kong and the US recorded
growth rates above 24%.
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E XPORT EVOLUTION WITH KEY EU CUSTOMERS
Exports went up due to sharp increases on the US, EU’s top market, supported by a favourable
exchange rate. This positive evolution was partially offset by the slump in Russia and Ukraine,
as the economy remains depressed.
Textiles’ sales to the U.S., recorded a +16% increase, as well as exports to South Korea,
Mexico and India (+16% on average). On the contrary, exports to Russia and Ukraine slipped
back again by respectively -27% and -1%.

Figure 12. EU exports evolution of T&C to main customers.

Clothing exports data shows a sustained growth in the U.S., Hong Kong, South Korea, Canada
and China (with rates between +19% and +22%), which made the US the 2nd largest EU
customer. Exports to the Saudi Arabian and Mexican markets also revealed a significant
expansion (with respectively +17% and +15%). Russia and Ukraine on the other hand declined
by -28%.
MARKET SUMMARY

Figure 13. Market evolution overview: 2015/2014.
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T&C activity in the EU gained some momentum in particular towards the end of 2015. However,
T&C production is lagging behind despite economic recovery and declined by -0.7% (Textile)
and -1.5% (Clothing), as output growth achieved during the last quarter did not manage to offset
the severe drop recorded in the 1st Q of 2015.
Companies’ turnover evolution went up in both T&C by respectively +1.3% and +2.7%,
outpacing the total manufacturing growth. The situation of EU employment continues to improve
with job creation in both sectors. Pricing conditions were acceptable with moderate growth in
domestic producer prices. Finally, retail sales went up by 2.4% and from Extra-EU exports,
which provided a limited but still positive impetus to activity.
ECONOMIC PROSPECTS FOR 2016
The global economic activity starts to rebound; positive effects should be felt later in 2016. The
global activity should be boosted by the EU progressive recovery and export growth, due to
lagging effects from the € past depreciation, and a gradual increase in foreign demand.
Short-term prospects diverge among the T&C pipeline:



In Textile: Manager’s business expectations worsened, even if their views on export
expectations improved;
In Clothing: Managers are less pessimistic regarding their activity for the months ahead.
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MARKET TRENDS7

3

The following Section provides an overview of the major trends of the T&C market in Europe.
These trends include conditions, strategies, or issues that the T&C SMEs and actors have
experienced in the last 5-10 years, particularly as a consequence of the financial crisis in 20072008, and changes in the global political and economic context. These trends, albeit of a macro
nature, are important as they provide the overall framework in which the TCBL ecosystem
operates. Nine aspects of the T&C market have been taken into account:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Consumption
Emerging Markets
Relocalisation
Business Models
Networked Production
Consolidation
Fragmentation
Commoditization
Subcontracting

Each of these presents several trends or behaviours that may either favour or hamper the
achievement of the TCBL’s expected impacts:







Return of delocalised manufacturing to Europe, in the order of at least 5% of the total
manufacturing capacity, in the application area targeted by the project, within 5 years
after the end of project.
Reduction in the environmental footprint compared to products produced in the
traditional value chains by 20% through less stock, less waste, and less transportation.
Creation of a novel supply network involving at least 100 organisations and individuals
at the end of the project and 1000 organisations and individuals within 5 years after the
end of project.
Creation of new embedded services supporting the customer-driven supply chain.

For each of the nine aspects, a visual representation of how trends can influence (favour or
hamper) TCBL objectives is provided8.

This paragraph is based on more than 300 interviews of a qualitative nature as reported in “Study on the
in-depth assessment of the situation of the T&C sector in the EU and prospects” available at:
http://ec.europa.eu/growth/sectors/fashion/textiles-clothing/publications/index_en.htm
8 influence rating: 5 = strong, 4 = positive, 3 = neutral, 2 = negative, 1 = very negative
7
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CONSUMPTION

Figure 14. Influence of Consumption Trends on TCBL impacts.

MARKET TREND: DECLINING DEMAND
Consumer demand in the EU and USA is likely to stagnate or even decline under the impact of
higher unemployment, fiscal measures (e.g. VAT increase), limited credit and higher savings.
European consumption is likely to be depressed in all main segments: clothing, interior textiles
and technical textiles.
MARKET T REND: REACTIVE DEMAND
Clothing markets are often the first to adjust downward at time of crisis, as has happened in
2008. It is also the first market to pick up when signs of recovery show up. After a pick up in the
second half of 2009, this market is now very volatile. In 2010 clothing markets recovered only in
Northern Europe; in 2011 and 2012 there was a decline in almost all EU countries.
MARKET TREND: (SMART) LOWER COST SOLUTIONS
Opportunities for growth in textiles might be found in offering lower cost solution/substitutes to
other materials/solutions. According to market forecasts the share of textiles in automotive and
air transport is likely to grow. This is also the case in markets where total cost of ownership is
relevant and advanced procurement methods are used (Design, Build and Maintain – DBM – or
Design, Build, Finance and Maintain – DBFM).
MARKET TREND: INTEGRATED SOLUTIONS
Integral contracts combining design, supply, maintenance and repair are gaining market share.
In many technical textiles markets but also in interior textiles for projects, these kinds of product
service systems are increasingly in demand.
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MARKET TREND: RESTRICTED MARKET
The stagnant domestic market is a significant challenge for the European industry. The
overwhelming majority of European firms do only cater for the EU market. A significant number
of firms do not even export to other EU countries. However, many companies are exporting
indirectly as suppliers or subcontractors of exporting brands. Further restructuring is likely to
affect mostly companies only oriented to their national market and firms only exporting to some
EU countries.

EMERGING MARKETS

Figure 15. Influence of Emerging Market Trends on TCBL impacts.

MARKET TREND: POSITIONING ON EMERGING MARKETS
The importance of emerging markets as vector for growth is a consistent strategy of the
European Union, both in opening up third markets (since the Marrakech agreement in 1994)
and in fostering conditions for export. Member states have also played their role in fostering
export promotion and improving export credit.
MARKET TREND: GROWTH OF EMERGING MIDDLE CLASS MARKETS (LUXURY AND PREMIUM
PRODUCTS )
Demand in emerging markets is likely to grow although the global economic uncertainty will
possibly lead to lower growth figures (rather near 5% than near 10% of growth). Many economic
projections point to growth through consumption in emerging markets, like in China, India and
Brazil. The composition of growth in demand is of relevance: Europe is still a global leader in
luxury and premium products and profits mainly from the transition from middle to high income
social groups and less of the transition of low to medium incomes. In fact in China the middle
class will represent the major part of all consumption in 10-20 years.
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MARKET TREND: PROTECTIONISM
Protectionist tendencies have been reported in some emerging markets. Some emerging
markets have still very high import tariffs (i.e. 35% for some products in the Mercosur); also
technical barriers are often mentioned in relation to consumer protection and safety: many
emerging market are adopting regulations with high standards comparable to EU (which is a
benefit for EU companies; however, the enforcement procedures still require physical inspection
or even laboratory tests at import (e.g. in Brazil and India). Some countries have a still very long
import procedure (Russia and Brazil) which is a relevant problem for seasonal products such as
fashion items. Technical textiles export to emerging countries is hampered by public
procurement regulation demanding local content (mentioned for India and China); moreover, in
countries where the expanding infrastructures create a potent new market for technical textiles,
a thorough understanding of the institutional context is demanded. In medical textiles,
understanding of product admission and re-imbursement is required, which demands a local
presence.
MARKET TREND: DIRECT INVESTMENT IN EMERGING MARKETS
Export to emerging markets can be replaced by direct investment as market entry approach.
Moreover, high-end brands may have less hindrance of high import duties, since their brand
proposition is strong. However, for SMEs with less established brands, high import duties may
be prohibitive.
MARKET TREND: INCREASED GLOBAL DEMAND FOR TECHNICAL TEXTILES
Europe also profits from growth in products requiring textiles as components. The demand for
technical textiles is also growing on a global scale. For demand of technical products in niche
markets with high competitive barriers of entry, demand in emerging markets may benefit
production in Europe. However, in more bulk products demand can or shall be covered by local
production (possibly made by subsidiaries of EU firms). We have found several cases where
growth in emerging markets was met by larger companies by setting up production in the local
market (e.g. carpets in China and Brazil) or close to sources of raw materials (geotextiles in the
Middle-East). The first trend leads possibly to additional capacities. The second trend goes at
the expense of production in Europe.
MARKET TREND: INCREASED EXPORT TO EMERGING MARKETS
Export to emerging markets is an important factor of growth. At this moment, a small minority of
(larger) firms do export outside the EU. Based on presence on trade fairs we estimate this
number as far below 5% of all firms. Slightly more firms are possibly indirectly exporting as
suppliers or subcontractors to exporting firms. Enlarging the circle of firms involved in exports
should be an important objective to limit the impact of restructuring. Over the last years,
companies have reported tightening of export credit as a factor limiting the ability to tap their
export potential.
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RELOCALISATION9

Figure 16. Influence of Relocalisation Trends on TCBL impacts.

MARKET TREND: RESHORING
If it is unlikely that demand (all other factors being equal) in industrialized countries will act as a
leverage for growth and/or recovery, relocalisation of production is a possible trend. Regular
anecdotal evidence suggests that "production is coming back to Europe" 10. It is also striking that
only very few companies consider a further delocalization of production. In most instances
companies justify further delocalization in order to be close to emerging markets rather than
reducing costs.
MARKET TREND: MASS CUSTOMISATION
The trend of relocalisation is, when mentioned in policy documents such as the vision of the
HLG11, rather wishful thinking. It did not happen between 2004 and 2009. A possible
relocalisation of production relates to a breakthrough in automation of clothing production. This
has not occurred over the last eight years, mainly for lack of progress in automation of sewing.
However, we have witnessed a relocalisation of printing because of digital printing as well as a
breakthrough in mass-customisation concepts in menswear, which also has an impact on
weavers. These are as yet niches, but proof of the argument.
MARKET TREND: FAST FASHION
In many cases textiles companies in Italy or Portugal reported the trend of receiving orders that
were in the past placed to Asian producers. In most instances, the shift was led to generic
factors such as uncertain demand, keeping stocks low and constraints of retailers in working

9

Intended as moving production back to Europe, as opposed to delocalisation.
See e.g. RESHORING: MYTH OR REALITY? (27-Jan-2016)
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DSTI/IND(2015)8/FINAL&docLan
guage=En (last retrieved 16 June 2016)
11 High Level Group for textiles and clothing set up by the EU Commission to formulate recommendations
on concrete proposals and measures to improve the conditions for the competitiveness of the European
textiles and clothing industry.
10
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capital. Some clothing subcontractors in Lithuania, Romania, and Bulgaria also mentioned an
increase in orders. However, some did also mention that stability and sometimes increase in
order books was the consequence of the shake out of weaker competitors in 2008/09. The
growth in Prato of a dense network of Chinese subcontractors also was a response to growing
demand of fast fashion, partly based on processing of imported fabrics. The Prato case is the
only reported case in this study where demand for fast fashion is met by a sweat-shop sector
operating at the edges of the formal economy.
MARKET TREND: TWO-STRING STRATEGY (COMBINED PRODUCTION IN ASIA AND EUROPE )
Also companies subcontracting their production (based in Denmark or the Netherlands)
reported to increase their sourcing in Europe inside their so-called “two-string strategy”. This
business model combines production in Asia with production in Europe. This was also reflected
in the Romanian, Lithuanian and Portuguese case where subcontractors sensed that orders
were placed since 2009 for products that were before sourced or subcontracted outside Europe.
In all the cases, the relocation seems to point to a better use of existing or remaining production
capacities. We have found no single indication of production growth by relocation of factories,
by creation of new production capacities or by expansion of productive capacities. In some
instances, e.g. in the Dutch carpet industry, the resilience of production and in some instances a
growth in production was combined with a rationalization of the number of plants.
MARKET TREND: LOW WORKING CAPITAL , SHORT LEAD TIMES AND LOW STOCKS
Relocalisation (or a slowing down of delocalization) of production at times of economic crisis is
not a new phenomenon. This is similar to a trend in the 1980s: in that case relocalisation or
resilience of European production was mainly associated to a lack of commercial credit
available to retailers, uncertainty in the market and hence a wish of retailers to keep working
capital low, lead times short and stocks low. This leads to an acceptance of rather higher prices
associated with EU production in which retailers accept lower profit in relation to turnover, in
exchange of a higher profit ratio in relation to working capital.
MARKET TREND: INCREASING PRODUCTION COSTS IN CHINA
A second important factor is the exchange ratio of the Euro against other currencies. The
resilience of the 1980s was also associated with a high dollar value against European
currencies. A new phenomenon is also the increasing costs of manufacturing in China because
of gradual appreciation of the Yuan against western currencies. In addition, labour costs as well
as other production costs are increasing in China. This leads on behalf of large retailers and
brands to a search for alternative production locations as China is seen as a less sustainable
source.
MARKET TREND: CHINESE MANUFACTURERS ESCAPING THE SUBCONTRACTORS ’ TRAP
However, while the Chinese manufacturers competing only on costs are weakened, those
evolving out of the subcontractor’s trap by engaging in design, adding service are more resilient
and able to compensate for increasing costs.
MARKET TREND: INCREASED DEMAND FOR DESIGN OR SERVICES
The eroding cost competitiveness of China leads to a search for alternatives in Asia – mainly
when cost factors are dominant and when the buyer can sustain rather long lead times. When
cash flow is essential and when more design involvement or service is demanded,
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manufacturers in the pan-European zone are more in demand. However, in that instance the
subcontractors have indeed to offer more services especially in design and logistics.
MARKET TREND: HYBRID MODEL (SUB -CONTRACTING + OWN BRAND)
We have found that subcontractors in France, Spain, Portugal, Lithuania and sometimes
Slovakia have been able to develop these services and have managed to position the business
model into a more hybrid model, where private label coexists with own brand production,
profiting from design and trend analysis skills. However, in Romania and Bulgaria many clothing
firms have more often remained pure cut-make and trim operations and cannot service without
further investment and learning these “re-localising clients”. Hence, the two-string strategy
rather benefits those firms that have developed into co-makers before the 2008/09 crisis.

BUSINESS MODELS

Figure 17. Influence of Business Model Trends on TCBL impacts.

MARKET TREND: VALUE CHAIN CONTROL / VERTICAL INTEGRATION
Increased competition inside the EU and the commercial innovation required to tap into the
potential of emerging markets, point to a trend of vertical integration.
A successful business model is indeed to aim at controlling the value chain. This strategy has
taken shape in clothing by downstream investment into retailing, whereas retailing is closely
associated with branding strategies. Verticalisation, as it was called, had become a significant
strategy by 2000 and is a dominant strategy for brands in 2010. The strategy of verticalisation
had strategic and financial motives and was enabled by technological factors and regulatory
factors. Strategically retailing was motivated by creating a reliable turnover growth and
controlling the value of the brand as well as stimulating faster feed-back from sales into product
development and production.
Verticalisation was also a defensive strategy as brands were faced with retailers not
communicating sales information, not optimizing sales and price integrity and eroding the brand
equity. The financial consequence is closely related, by integrating into retailing the clothing
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firms could control more value added, working capital could be lower and turnover time of
capital could be shortened. Finally, besides shorter payment lags, retailing offered better control
over credit. At times of tighter access to credit, vertical integration combined with quick
response production is a successful formula.
MARKET TREND: RETAILING ON EMERGING MARKETS
The strategic and financial benefit of retailing was most relevant in countries without a welldeveloped retail structure, such as Southern and Eastern Europe. It is also an instrumental part
of a strategy to open emerging markets. Indeed, leading European brands combine the
development of exports with opening stores. A new addition to verticalisation is to open an
internet sale channel, which is a feature of most European brands. A strategy of vertical
integration and of internet retailing requires an adequate ICT backbone and excellent logistics.
This is still a challenge for most SMEs in Europe.
MARKET TREND: SPECIALISATION
A possible consequence of verticalisation is that it is weakening the position of smaller brands
without owned stores that rely on multi-brand retailers. Hence, verticalisation by brands and on
the other hand the increasing market share of large retailers makes the potential market share
for smaller brands much smaller. Manufacturers having a distinct style or offer service or being
specialist in a niche may survive. Manufacturers unable to keep a foothold in the market may
transform into co-makers or subcontractors, but in view of the difficulties of subcontractors this
is probably not a potent strategy.
The relative success of vertical integration in the textile industry over the last ten years is in
countertendency with the past. Interviews pointed to the increased benefit of vertical integration
after the 2008/09 for reasons of financial independence and control over working capital. We
have witnessed vertical integration in the carpet industry in Flanders and the Netherlands but
also in technical textiles in Germany, Greece and Italy.
MARKET TREND: TAKEOVERS
Vertically integrated textile companies have been more resistant in the financial crisis than
single stage firms. However, the number of vertically integrated companies has not grown. It is
rather the number of single stage companies that has declined. Some companies have indeed
taken over suppliers, mainly for defending their business as a crucial supplier was at risk of
disappearing. The takeover of distributors has been noticed in a few cases, e.g. in North
Portugal, also for strategic reasons, as a way of controlling the access to final consumer.
Sometimes several clients of a textile firm engaged themselves in assuring the survival of a
strategic supplier. This occurred in 2008/2009 when the Prato-based spinner Linea Più (Italy),
came into financial difficulties.
Even if the process of acquiring assets out of a bankruptcy or of companies is now lower than
before 2008, the costs of acquiring a company and the costs of integrating are substantial and
can only be borne by the few companies maintaining a healthy financial position. Hence, the
strategy of backward vertical integration is hardly transferable or replicable in different contexts.
In France and Belgium government took a very active role until the 1980s to support such
restructuring, often supporting a restructuring of debts or by providing bank guarantees. This
type of intervention is rare since 2000, also due to a stricter state aid framework.
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MARKET TREND: NICHE MARKET CONTROL
The niche market control logic refers to specialization and niche market control business model.
Specialization into niche markets is the dominant and successful strategy in companies in the
northern and southern member states. Through research and/or innovation companies develop
specific technologies and skills, protect their intellectual property and carve for themselves a
market niche with high barriers of entry. This is typically a strategy followed in technical textiles.
But also in industries with very specific technologies and engrained skills; the difficult
transmission of tacit knowledge creates the conditions for niches. A gradual shake out has led
to the survival of a limited number of specialists that have become survivors in niches with high
entry barriers; examples are the printers in Como, or the wool weavers in Biella, the lace
makers in Caudry, or the interior textile firms in the Benelux and Herning, Denmark. These firms
often represent a unique cultural heritage rooted in centuries of industrialization. The
preservation of those types of industries is not only a challenge in terms of jobs, but also the
defence of an artistic and industrial tradition and the availability of specific products is at stake.
The niche market logic is a strategy ideally suited for SMEs. However, it is also a strategy that
demands a long-term strategic commitment, the development of specific skills, a deep
embedding in demanding markets and an active policy in developing and protecting intellectual
property rights. In general, a niche market strategy requires a dynamic export policy since a
niche is usually (too) small at the level of one single country to attain critical mass. Niche
players have had over the last 15 years the benefit of a deepening and widening internal
market. If niche players had attained a commanding position in the enlarged EU, they could
leverage their lead to a global market.
MARKET TREND: FRAGMENTATION AND SMALL SCALE PRODUCTION
However, if at first sight the strengthening of a single market seems to foster these niche
players, fragmentation also has protective benefits. The cultural diversity in Europe but also the
fragmentation of markets fosters small-scale production and thus creates niches for SMEs.
Harmonization of norms and convergence in procurement rules may foster niche players in
attaining critical mass but may also lead to consolidation favouring the development of large
companies.
MARKET TREND: EMBEDDING IN END -USER COMMUNITIES
In the sector of personal protective equipment, the terms of reference for police and fireuniforms differ widely between member states and often also within member states. However,
some SMEs have mentioned that a thorough understanding of these differences and a strong
embedding in the end-user community is a source of competitiveness compared to large global
players. The example of the medical and health care market barriers to entrance, is also a good
example on how legislation, differences in health insurance and procurement systems and
specific demands can have a protective effect on a niche market.
MARKET TREND: ADVANCED CUSTOMIZATION
In some sectors, it is the fragmentation of distribution and differences in taste that create niches.
The companies in interior textiles point to a very fragmented distribution system, the prevalence
of bespoke (made to order) sales model in the upper middle and high end of the market that
protects jacquard weavers as well as printers in Italy. The same logic is also to be found in the
luxury clothing sector were a high level of customization is demanded. However, luxury markets
can be very cyclical and a downside of the high barriers of entry.
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MARKET TREND: MASS CUSTOMIZATION
A growing niche segment is mass-customization. This segment has developed a new
generation of start-ups especially in Italy, the Netherlands and Belgium (see the Bivolino
company case) but is also mainstreaming in the clothing industry. It has possibly a positive
impact of clothing subcontractors – especially in the eastern member states- that specialize in
made to measure production. Also the wool weavers and the shirting weavers are adjusting
their service to this niche. We expect this niche to grow partly as an effect of growing
dissatisfaction of ageing consumers with the too narrow offer of retailers, especially regarding
fit. P&R, a case in North of Portugal, shows the importance of body scanning in fitting, not only
as a service, but also a an important way towards improved fitting performance in clothing for
sports application sell on regular retail channels. In such a case, the niche is all the more potent
that the sector as a whole is unable to improve its sizing system.
MARKET TREND: W ITHDRAWAL FROM COMMODITY MARKETS
Ultimately, the perspective for the entire industry is to become specialized in niches. This means
however that the industry withdraws from commodity markets and this segment is left to
imports. This is for financially solid firms a gradual redeployment of assets and personnel. For
less solid firms this may imply a restructuring with in the short term a job loss.
For subcontractors we consider the evolution into co-contractors as an intermediate step.
Getting integrated as a subcontractor into specialized value chains is a step towards niche
market positioning. This is also a strategy requiring years of implementation and learning.

NETWORK BASED PRODUCTION

Figure 18. Influence of Network based Production Trends on TCBL impacts.

MARKET TREND: PRODUCTION NETWORKS (INDUSTRIAL DISTRICTS )
The network based production model is epitomized in the regional districts with intense
subcontracting relations. In this study we have found district type structures in Italy, both in
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Como and in Prato, but also Cholet in Portugal/Galicia around Inditex and even for other
business models in Baden-Württemberg around the automotive industry. However, regional
clusters can be a source of resistance and innovation, but emulation in clusters can also be
conservative and protectionist.
Networks are stronger when end-user involvement is sought after (and organized), when end
users take the lead (as Inditex or Airbus do), and when these networks have an international
outlook. Networks are often reinforced by activities or organizations (the Pôle de Compétitivité
UPTEX) or programs to strengthen human capital. It seems to be that networks with an external
orientation or with a service base are stronger than the more classic districts based on
socializing practices.
MARKET TREND: LEADING CUSTOMERS
Some networks also have intensive relations but are not limited to a region. In very specific
segments this is likely to become a more pervasive form of organization that can be boosted by
thematic networks or initiatives under the umbrella of the lead market initiative. These networks
seem to be stronger when a strong leading customer is present (e.g. EADS for composites). At
the moment only composites have such a launching customer. Other sectors are too
fragmented to deliver strong networks. In general, the challenge of the industry, with a declining
number of companies, is to organize specialized networks at a European scale rather than at
the regional or national scale.
MARKET TREND: COMPETITIVE ENVIRONMENT (E.G. RESEARCH INSTITUTES )
Some districts are showing geographical nearness without intensive input/output relations. In
Belgium and the Netherlands, the concentration of carpet and interior textiles is probably more
related to external economies of scale or an appropriate competitive environment. Education or
research institutes or industry associations (e.g. in Belgium) often perform the role of linking pin.
It can also be a common institutional framework such as a sectorial pension fund or an energy
covenant (in the Netherlands). Common institutions and regulations can be a source of
resilience, as the growing flexibility of labour law in the Netherlands is. They can also be a
source of rigidity, though, as the rules for paying cotton growers and the mode of application of
the Common Agricultural Policy in Greece does.
In regions with a prevalence of subcontractors such as Southern Bulgaria or Romania, the
concentration of companies with similar structure and strategy does not point to a district or
even a cluster. It is rather the outcome of convergence in strategies because of common
external constraints. Whereas networking and clustering, or the sharing of common institutions
is as a positive element, the geographical concentration of companies in an identical
(vulnerable) competitive situation is rather a risk. In this situation, we see the combined impact
of lock-in factors. Equipment and business models are oriented towards a narrow specialization.
MARKET TREND: HIDDEN INNOVATION
The knowledge base and mindset can also entrench conservatism. Innovators are often
operating unseen from the dominant type of companies in regions. This means that best
practices are often not visible to the majority of firms and therefore difficult to emulate. Hence,
institutional lock-ins enforce the functional and cognitive lock-ins. This is often reflected in a lack
of full appraisal of trends in the industry (especially in end user markets) lack of vision and lack
of collective action.
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MARKET TREND: INTER-REGIONAL CLUSTERS
A trend is that regional clusters exchange and develop best practices in the context of projects.
Examples are the Organza Interreg IVC project, the Interreg IVA North Portugal –Galicia project
Euroclustex, the FP7 ERA-NET project Crosstexnet or 2Bfuntex (an FP7 Coordination Action).
MARKET TREND: FOCUS ON CREATIVE INDUSTRIES , DESIGN
These transnational networks seem to focus either on creative industries, with the aim to
connect designers better to manufacturing, or on technical textiles. In the latter case they seem
to be fostered by transnational research funding as provided by Crosstexnet, some Interreg
projects, or an arrangement of reciprocity of funding as established between the German –
speaking countries Germany, Austria and Switzerland.
In some sectors private organizations have taken the lead to bring players together. A magazine
associated with a trade fair (JEC composites) hosts the annual fair in composites and also
offers networking activities the year round. In technical textiles Techtextil, organized by Messe
Frankfurt, is the leading networking event. However, these rather more commercial approaches
need to be underpinned by a business model based on subscriptions, square-meters exhibitions
space or advertising.

CONSOLIDATION

Figure 19. Influence of Consolidation Trends on TCBL impacts.

MARKET TREND: CONSOLIDATION
Consolidation is an important trend in the T&C industry. External factors foster some scale such
as the costs of development in technical textiles, the brand power to export, the trend towards
verticalisation into retailing. Consolidation trends were already visible prior to the financial crisis
and continued after the 2008/09 crisis.
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MARKET TREND: FLEXIBILITY
On the other hand, the complexity of some supply chains, the variability of fashion also lead to
benefits of being small; especially at the level of manufacturing smaller companies are more
flexible.
MARKET TREND: SPECIFIC PRODUCT / MARKET COMBINATIONS
Diversified companies were still of substantial importance in 2001 but no longer in 2009. The
larger firms of 2009 have mainly grown from internal resources albeit sometimes with external
equity (e.g. Hugo Boss under Permira or G-Star with ABN-Amro Participations). In 2009 multi
brand and single brand companies dominated the ranking. Especially the larger companies in
clothing have grown by pursuing a policy of internal growth around brands, integration of
retailing and internationalization. Acquisitions are actively integrated and managed by the
acquiring firm. In textiles acquisition (but also disposals) is a more salient feature and the
dominant trend is to seek market share in specific product/market combinations.
MARKET TREND: GLOBAL LEADERSHIP
Thus, in textiles more focused and more international companies at a substantially smaller scale
than in the 1990s have emerged. These companies have emerged more from internal growth
than through acquisitions, they are often based on a narrow portfolio of brands or product
market combinations. They derive their identity from a mission and strategy rather than a
national base and/or a financial management approach. They do not aim at national dominance
but rather at leadership in a niche at European scale (until 2000) or global scale (from 2000
onwards). Their scale is rather between 100 and 500 Mln turnover. If larger they have clearly a
global outlook and their growth is mainly in the USA and Asia.
MARKET TREND: STRATEGIC BRANDING
In the clothing industry the major trend has been one of internal growth around core brands with
a downstream investment in retailing. Only in luxury clothing multi-brand companies thrived,
most notably LVMH and PPR groups. This model has also inspired companies like Diesel to
develop into a producer of brands.
MARKET TREND: PRODUCTION OUTSOURCING
Also of relevance is that the 20 largest clothing firms in 2010 are mainly not industrial. They are
large in turnover and in commercial influence, but they contract out a substantial part of
production. A very large number of suppliers and subcontractors depend on them, mainly in
Italy but also in the Eastern Member States.
Consolidation has happened and also created companies with actual or potential leadership.
However, consolidation has hardly attracted new investors or reduced dependency on banks.
The industry as a whole has not consolidated. The overall characteristic of the industry is to
remain fragmented.
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FRAGMENTATION

Figure 20. Influence of Fragmentation Trends on TCBL impacts.

MARKET TREND: FRAGMENTATION
Against consolidation, which is mainly a logic amongst medium size and larger companies,
fragmentation of the industry is still a salient feature. Fragmentation is one of the major
handicaps of the industry. Fragmentation is a consequence of low entry barriers such as the
occurrence of subcontracting, low capital requirements and fragmented (geographically,
distribution and taste) markets. Fragmentation can only be overcome by raising entry barriers,
and could go then along a major shake out of the industry.
In 2010, 197.000 companies are registered as being engaged in textiles and clothing
production. The average size of companies in employment terms is below 10 people. The
trends gathered out of Eurostat and Orbis data point rather to a decline than an increase in
average size. Fragmentation may be the result of different trends. In subcontracting regions, the
average size of companies is declining, both as the sector downsizes and companies split up in
smaller units to be industrially more flexible and to attain smaller overheads. In design/brand
oriented regions also small companies dominate the manufacturing sector.
MARKET TREND: SELF-EMPLOYMENT
However, self-employment is also emerging for technical specialists that prefer to work as
independent contractors (e.g. in the Netherlands), rather than being employed. Finally, the
Prato case gives a glimpse of marginalization as many smaller Chinese owned companies
operate in a twilight zone. This situation is not unique to Prato, although it is now the most
mediatised.
MARKET TREND: CREATIVE MICRO -ENTERPRISES
The focus on creativity, and in some countries the large number of graduates coming out of
design schools, as well as new forms of distribution constitutes a new segment of micro-
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enterprises often integrating design, production and distribution. In the Dutch city of Arnhem
around 200 of these firms have been identified. But also in London, Porto, Vilnius, Milano,
clusters of small companies are oriented towards specialised niches or try to offer products and
brands that are distinct from the retail offer.
MARKET TREND: CUSTOMIZATION , SPECIALISATION
These firms also try to offer customized products, for consumers not catered for by the
dominant retailers (e.g. consumers with handicaps), and also for products made of sustainable
materials. In Tuscany we have also found small manufacturers that through stores or city
markets stands serve directly the large segment of tourists visiting the region. This trend of
small specialized firms seems to be emerging but in terms of total turnover it remains small. The
life expectancy of firms is short and very few are able to grow reaching a sizeable operation
especially because of a lack of management skills, lack of financial resources and often a lack
of adequate production environment.
The fragmentation of the sector creates flexibility but also less transparency, difficulty to comply
with regulations and difficulty to get in touch with agencies and organizations assisting in
education and innovation. The degree of organization, expressed in membership of industry
associations, is substantially lower in the micro-enterprises. Hence industrial organizations lose
members because of consolidation at the top and fragmentation among small companies.
MARKET TREND: CREDIT CRUNCH
Fragmentation of the industry is both a cause and a consequence of difficulty in access to
financial markets. Many forms of capital increase are out of reach to SMEs such as equity
through stock exchange. Venture capital is only accessible for sectors with high growth
potential, and textiles is not among them. Starting designers may benefit from informal
investors, but their subcontractors not. Hence companies depend on the family capital base and
on commercial credit. Credit is needed for financing buying of materials and credit to retailers,
while machines are increasingly obtained on a leasing basis.
SMEs suffer most from the image of the T&C industry but also for being industry and SME. The
transition to fact based credit system drove by the Basel accords gives less appreciation for the
specific niche position, skills, design or brand excellence. Alternative financial (mutual) systems
have not yet been developed, or identified in the study. Forms of information exchange or
collective financial services do however exist in the Netherlands and in Lithuania. Collective
organization may overcome fragmentation and enable SMEs to possibly improve their standing
in the financial market.
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COMMODITY AND SUBCONTRACTOR TRAPS

Figure 21. Influence of Commoditization and Subcontracting Trends on TCBL impacts.

MARKET TREND: COMMODITIZATION
One of the dangers that were highlighted in several regional cases is the commodity trap. The
commodity trap means that “not all companies shall survive enhanced global competition, only
those with special skills and competitive advantages will survive”. This can be escaped through
technical and design leadership associated with specialisation and exports.
The commodity trap means being positioned in a market segment where barriers of entry have
declined, opportunities of product or service differentiation have dwindled and competition on
cost has become paramount. The commodity trap means that European firms are stuck in a
segment where Europe has little competitive advantage. There are methods to get out of the
commodity trap, mainly through design and service innovation or by vertical integration and
attaining economies of scale. The carpet industry in Europe is rather successful in maintaining
its position in a commodity, but indeed by combining all the elements mentioned. Hellenic
Fabrics is an example of vertical integration combined with design leadership. In North Portugal,
some clothing manufacturing companies had successfully evolved to a hybrid model, investing
in own brands creation and production, which helps to reduce the dependence on
subcontracting models. Success stories of shifting into more technical products allowing market
control have also been reported.
Commoditization also occurs when too many companies diversify into a niche. Many companies
shifting from home textiles or clothing textiles into technical textiles have often the effect of
increasing competition in that segment with the effect of reducing prices and profits. Established
companies then seek to upgrade into sub-segments with higher barriers.
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MARKET TREND: SUBCONTRACTOR VULNERABILITY
The subcontractor trap means to be consigned in a position of subcontractor with little visibility
on the end-user, little added-value other than providing labour and a very vulnerable financial
model. Subcontractors form a very large but vulnerable part of the industry. Subcontractors
themselves acknowledge this vulnerability and aim at developing into co-contractors (offering
more services) or hybrids (developing own brands). On the other hand, the design, fashion and
luxury leadership of Europe depends on the basis of a vibrant subcontractor sector as in Cholet
and Lombardy. Hence, they can contribute and benefit from an export driven strategy for
Europe.
Subcontractors form a large share of companies in the clothing industry and also form a
majority of firms in textile finishing. The share of subcontractors in knitting has declined and the
prevalence of subcontractors in spinning and weaving is low.
MARKET TREND: SUBCONTRACTOR SPECIALISATION
Some subcontractors bring very special skills or equipment and can be important in an industrial
district as key input for the district. For example, in the Calais case, the only company providing
dyeing and finishing services for the lace makers is of key importance to the district as a whole.
In this case but also in similar instances (e.g. in Prato) clients took a share in the subcontractor
in order to secure its survival.
A growing demand for specialty fibre extrusion in a subcontracting model is reported. In some
cases, the supply of small quantities even by research and development centres is seen as an
opportunity to provide SMEs with interesting relatively small quantities of specialty extruded
fibres. One company in the Netherlands has now developed a customized extrusion production.
In Nordrhein-Westfalen and in West-Sweden such an outfit is under discussion as a joint
venture between several weavers. A specialized industry of “mini-mills” such as existing in metal
production or in making master batches of plastics has yet to emerge.
MARKET TREND: COMPETITIVE DISTRICTS
In other instances, the formation of a district of subcontractors around a key client (Inditex in
Northern Portugal) or a set of clients with comparable requirements (the luxury clothing makers
in Cholet or the digital printers in Como), create a specific competitive advantage. This is not
only an advantage for them but also for the system as a whole. Inditex relies on the capacities
of quick response (in trend matching, design and production) of a cluster of subcontractors and
their textile suppliers in North Portugal and Galicia. The luxury fashion houses in Paris and
Milan depend for their creativity, quality and flexibility on subcontractors in Cholet, Como and
Prato. However, for the overwhelming majority of firms the subcontracting position is a
problematic position as was witnessed in several regions, as in Southern Bulgaria and Slovakia.
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CONCLUSIONS

This Section has provided an overview of the economic environment, industry structure and
major market trends of the T&C sector. The first part on the Economic Environment brings to
light the “milieu” where the T&C industry operates. The description of the Industry reveals the
complexity, inter-relatedness and diverse nature of all the components, phases, activities and
sectors that form the T&C value chain today. The figures in this Section indicate a medium- to
long-term tendency of T&C to consolidate (contract) and simultaneously grow in scale (mass
production by global players). On the other hand, the sector shows a more recent tendency to
fight the decline by diversifying and specialising the production, in order to explore new markets
both in the EU and in third countries (China, India, Brazil, Russia, etc.), where a new middle
class is emerging, endowed with an increasing purchasing power.
The last part focusing on Market Trends provided insights into the macro-scale dynamics of the
T&C industry, and is meant to serve as a baseline for drafting a sound strategy to steer the
sector toward greater innovativeness, adaptability, responsibility, sustainability, etc. This
analysis identified some 50 major market trends under 9 different domains:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Consumption
Emerging Markets
Relocalisation
Business Models
Networked Production
Consolidation
Fragmentation
Commoditization
Subcontracting

Out of these 50, it is important to figure out which trends most positively contribute to TCBL’s
objectives as stated in the DoA12:







Return of delocalised manufacturing to Europe, in the order of at least 5% of the total
manufacturing capacity, in the application area targeted by the project, within 5 years
after the end of project.
Reduction in the environmental footprint compared to products produced in the
traditional value chains by 20% through less stock, less waste, and less transportation.
Creation of a novel supply network involving at least 100 organisations and individuals
at the end of the project and 1000 organisations and individuals within 5 years after the
end of project.
Creation of new embedded services supporting the customer-driven supply chain.

According to a synthetic index taking into account objectives 1-4 above, the most favourable
and unfavourable trends are pictured in Figures 22 and 23 respectively (see below) 13.
According to these maps, it is evident that TCBL’s objective to reshore manufacturing capacity
can be favoured by increasing the T&C focus on end-users’ needs, customisation, niche
products, cost-effectiveness, smart solutions, design, service, etc. (Figure 22). On the other
hand (Figure 23), EU Textile & Clothing is at loss when it falls in the commodity trap 14, i.e. when
TCBL DoA - 2.1 “Expected Impacts”
influence rating: 5 = strong, 4 = positive, 3 = neutral, 2 = negative, 1 = very negative
14 This means being positioned in a market segment where entry barriers are low, opportunities of
differentiation are less and competition is mainly based on costs. Firms are stuck in a segment where they
have little competitive advantage. To get out of the commodity trap, innovation in design and service,
vertical integration and economies of scale should be pursued.
12
13
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it tries to compete on costs, low quality products, fast fashion, commoditization, etc. Moreover,
such hampering factors like fragmentation, subcontracting pitfalls, restricted market presence,
etc. should be avoided, while success factors and strategies that too often stay hidden should
be evidenced and disseminated among T&C actors for smarter innovation and competitiveness.

Figure 22. Favourable trends for TCBL objectives.

Figure 23. Unfavourable trends for TCBL objectives
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