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Abstract: The article reveals the causes and consequences of accumulated problems in the development of 
the textile industry of Ukraine. The analysis of the state of the global textile market is presented. The processes 
of transferring centers of infl uence in the industry mainly from developed countries to developing countries are 
studied. The critical dependence of textile production on imported raw materials and semi-fi nished products is 
established. Attention is drawn to the need to strengthen the domestic raw material base, the revival and cul-
tivation of fl ax, industrial hemp. The state of the implementation of foreign trade transactions in the industry 
is characterized the intensity of the fl ow of investment to strengthen its potential is investigated. Attention is 
focused on the need to strengthen the role of the state in supporting the development of the textile industry. 
Recommendations on further restructuring of the textile industry as an eff ective tool to increase its competitive-
ness have been developed.
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RAZLOZI I POSLEDICE RESTRUKTURIRANJA 
TEKSTILNE INDUSTRIJE UKRAJINE U USLOVIMA 

GLOBALIZACIJE

Apstract: Članak otkriva uzroke i posledice nagomilanih problema u razvoju tekstilne industrije Ukrajine. Pred-
stavljena je analiza stanja na globalnom tržištu tekstila. Proučavaju se procesi prenošenja uticajnih centara u 
industriji uglavnom iz razvijenih zemalja u zemlje u razvoju. Utvrđena je kritična zavisnost proizvodnje tekstila 
od uvezenih sirovina i poluproizvoda. Pažnja se skreć e na potrebu jačanja domać e sirovinske baze, oživljavanja 
i gajenja lana, industrijske konoplje. Karakteriše se stanje sprovođenja spoljnotrgovinskih transakcija u indu-
striji, istražuje se intenzitet protoka investicija za jačanje njegovog potencijala. Pažnja je usmerena na potrebu 
da se ojača uloga države u podršci razvoju tekstilne industrije. Razvijene su preporuke o daljem restrukturiranju 
tekstilne industrije kao efi kasnog sredstva za poveć anje njene konkurentnosti.
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1. INTRODUCTION

The world is changing. Some civilizations are dis-
appearing; others are developing, becoming strong-
er. The bipolar world (USA – USSR) at the end of the 
twentieth century changed to a unipolar (USA). Now-
adays, the key players in world politics and economics 
are the USA, Russia, China, as well as the EU and BRICS 
countries, “G7” and “G20”. The ongoing changes in the 
political arena of the world, of course, aff ect the state 
of the world economy as a whole, and the economy of 
each state separately. Some countries are strengthen-
ing their economic potential, increasing their compet-
itiveness, while other countries are losing ground in 
the global market. This problem concerns the market 
for industrial products, including light industry prod-
ucts and their component - the textile industry. In the 
proposed article, we intend to consider the situation 
in the global textile industry market. The focus will be 
on the causes and consequences of the restructuring 
of the textile industry of Ukraine after the collapse of 
the Soviet Union. For the period 1991-2020 Ukraine 
has transformed from an industrialized country into 
a raw materials appendage of the EU and other coun-
tries of the world. The textile industry is also in decline. 
We intend to consider the accumulated problems of 
the development of this industry and outline ways to 
solve them in Ukraine. Perhaps the results of our stud-
ies will be useful for economists in other countries.

2. COMPETITION FOR LEADERSHIP 
IN THE WORLD TEXTILE PRODUCTS 
MARKET

2.1. Factors infl uencing the 
development of the textile industry

Light industry products are not only a means of 
satisfying aesthetic needs or social identifi cation, but 
also, essential goods for the population of any coun-
try in the world. Light industry is divided into textile 
and clothing, leather and fur, shoes (Fig. 1). For many 
centuries, the textile industry has acted as the most 
important sphere of production for most of the now 
developed countries of the world. It evolved under the 
infl uence of the scientifi c and technological revolution 
(STR), electrifi cation, mechanization and automation 
of production, changes in the structure, needs and 
tastes of the population, etc. During the period of the 
scientifi c and technological revolution, for example, 
the rapid development of knitwear production was 
observed. It has become an important textile industry 
in most countries of Western Europe [1]. The textile in-
dustry combines the production of all types of fabrics, 
knitwear and other products; uses both agricultural 
raw materials and synthetic materials. The textile in-
dustry in its placement can focus on both raw materi-
als and consumers. At the same time, you can trace the 
full cycle of deep processing for each type of feedstock 
– from semi-fi nished products to fi nished products.

Figure 1: The structure of light industry
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The development of the textile industry solves 
several important problems: it satisfi es the material 
needs of people, taking into account the specifi cs of 
demand; contributes to a more effi  cient use of labor 
resources in the areas where enterprises are located, 
primarily heavy metallurgy, since women mainly work 
at textile enterprises (up to 75%); creates enterprises 
in areas that are limited by territorial, water and energy 
resources [2,3]. Over time, the textile industry began 
to lose its strategic importance and now it no longer 
belongs to industries that are developing rapidly. If at 
the beginning of the twentieth century its share in the 
structure of employment and gross output began to 
decrease, then already in the second half of the twen-
tieth century the textile industry in many regions of 
the world was in a state of prolonged and deep crisis. 
During the period of industrialization of the countries 
of Latin America, Asia and Africa, the ratio between 
developed countries and developing countries began 
to change in the structure of the textile industry.

First of all, its development was signifi cantly af-
fected by the cost of labor and structural changes in 
the raw material base. We consider it necessary to pay 
attention to the fact that the cost of labor in these two 
groups of countries varies signifi cantly. For example, 
if in the USA or countries of Western Europe the la-
bor costs $ 10-22 per hour, in developing countries it 
costs $ 0.24-0.60. It was this factor that played a de-
cisive role in the transfer of the textile industry from 
developed countries to developing countries. The 
textile industry developed unevenly in the countries 
of the world. For example, in India, Syria, Turkey, Mex-
ico, Colombia, Brazil and Argentina, the textile indus-
try arose in ancient times and developed gradually, 
evolved. In Asian countries, for example, in Thailand, 
it was formed in the second half of the twentieth cen-
tury, but already on the basis of modern technology.

The EU textile industry is represented to a large 
extent by Germany, Spain, France, Italy and Portugal. 
In general, these countries produce about 20% of the 
world’s textiles worth more than $ 160 billion [4]. In-
dia is the third largest exporter of textile products, 
producing about 6% of the world’s products in this 
industry. In Italy, light industry ranks second after en-
gineering in terms of the number of employees, and 
the textile industry is of the greatest importance. Par-
ticular attention is paid to the production of knitwear, 
silk fabrics, yarn, chemical fi bers, wool. Most textile 
enterprises are located in the north of the country, 
where they are provided with cheap electricity from 
alpine hydropower plants [5].

At the beginning of the XXI century, there was a 
process of rapid reduction in the production of textile 

industry in Western Europe. At the same time, out-
put in developing countries was actively increasing. 
Particularly noticeable is the process of reducing the 
production of the industry in post-socialist countries, 
countries of Central and Eastern Europe.

Since the beginning of the XXI century, within the 
framework of the World Trade Organization (WTO), 
import quotas for textile goods have been canceled. 
This has led to an infl ux of European markets of cheap 
products from developing countries. Such processes 
have largely aff ected the Czech Republic, Poland and 
the Baltic countries. In these countries, business ac-
tivity in the industry decreased, and sales of products 
decreased. Many European countries began to locate 
their production in countries with cheaper labor. To 
consolidate its own market position, it was practiced 
either the conclusion of alliances with large compa-
nies, or the deepening of production specialization to 
reduce production costs [6].

The textile industry in the underdeveloped coun-
tries is primarily focused on the production of raw ma-
terials and semi-fi nished products. They, in turn, are 
imported at fairly low prices to countries with high 
technology and the ability to process this raw mate-
rial into a high-quality and expensive product for the 
end user. It is appropriate to emphasize that the expe-
rience of developing countries is no less important for 
Ukraine than the experience of developed countries. 
In the fi rst case, developing countries show the im-
portance of reorienting the assortment of the textile 
industry to the production of goods intended for the 
fi nal buyer, that is, more profi table goods or goods 
with high added value.

Of course, the eff ectiveness of the functioning of 
the textile industry enterprises largely depends on the 
availability of high-tech and high-quality equipment. 
Due to the increasing infl uence in the developing 
countries’ industries, more developed countries are 
intensively using automated and robotic technolog-
ical equipment in order to reduce labor costs (labor 
intensity). These measures allow them to strengthen 
their market position in an atmosphere of fi erce com-
petition with countries that have cheaper labor.

2.2. China is a leading player in the 
global textile market

The textile industry is one of the most important 
sectors of the economy of China, Turkey, the USA, In-
dia and several other EU countries. The leading man-
ufacturer of textiles in the global market is China. Chi-
na is involved in all activities of the textile industry. 
The country is the largest exporter of these products, 
starting with raw materials, fi bers and fabrics. China 
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produces about a quarter of the world’s textile prod-
ucts and this fi gure continues to grow from year to 
year (Fig. 2).

Products under the brand name „Made in China“ 
are mainly represented on the world market of tex-
tile products of the low and middle price segment. 
Although the global crisis of 2008-2009 and led to a 
decrease in textile exports, however, domestic retail 
trade recovered, per capita consumption of textile 
products continues to grow [5].

Of course, a separate topic of consideration is the 
functioning of the industry during the coronavirus 
period (2020). Chinese textile products are exported 
to almost all countries of the world. In the competi-
tion, China has gradually supplanted its most impor-
tant rivals – Turkey and Mexico, which for a long time 
were the most important suppliers of textile products 
in the United States. A key factor in achieving the 
competitive advantage of Chinese products is their 
low cost. Every year, exports of Chinese textile prod-
ucts are growing at an average of 6%. In 2008 alone, 
due to the global fi nancial crisis, the export of Chinese 
textile products decreased by 9%. In other countries, 
this decrease reached 16%. With the restoration of the 
economic situation, the growth of Chinese textile ex-
ports amounted to 23.6%, and clothing – 21% [8].

The economic policy of the state directs industry, 
including light industry, to export. The strategic goal 
of the Chinese government is to increase exports of 
high value-added goods and reduce exports of com-
modities. For this, diverse incentive measures are ap-
plied. It is, fi rst of all, about the provision of soft tar-
geted loans for the production of fi nished products 
with high added value, intended for sale abroad. Due 
to the achieved competitive advantages, China’s light 

industry will continue to lead the world market for a 
long time.

However, there are certain risks faced by the Chi-
nese textile industry. Firstly, it is an increase in mate-
rial costs. The cost of cotton and synthetic fi bers is in-
creasing. The infl uence of this factor can cause a loss 
in the cheapness of goods. Secondly, the cost of labor 
increases, which is associated with the introduction of 
new labor legislation (2008). The average salary in Chi-
na at the beginning of 2020 reached the level of 996 
US dollars. This indicator is growing by about 50-70 
US dollars annually. Thirdly, recently there has been a 
signifi cant shortage of qualifi ed personnel. Low qual-
ifi cation of personnel acts as a brake in the produc-
tion of high-quality products. Today, buyers tend to 
choose textiles at an aff ordable price, and good qual-
ity (price-quality). Finally, fourthly, an increase in the 
RMB exchange rate against the US dollar entails a rise 
in the cost of export of products [9].

2.3. Key factors for textile development 
in Bangladesh

The textile industry in Bangladesh is developing 
successfully. According to data from 2018, the coun-
try’s population is about 159.5 million people. With a 
small territory (144 thousand sq. km.), Bangladesh is 
one of the most densely populated countries in the 
world. Bangladesh is one of the poorest countries in 
the region and the world. Factors forming the tex-
tile industry include: accumulated experience in this 
fi eld, starting in the mid-70s of the last century; the 
competitive price of fi nished products is dictated by 
the availability of their own raw materials in the coun-
try and low wages of workers; a high percentage of 
young people; many factories have internships in 

Figure 2: Top 10 textile exporters in the world [7]
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South Korea and China; lack of duties on the markets 
of India, China, Korea and Malaysia; universality of fac-
tories for the production of various types of products.

As of 2017, about 4 million people are involved 
in the industry. The vast majority of workers in the in-
dustry are women. The country has more than 3,000 
factories of various sizes and composition. They pro-
duce a diff erent assortment of fi nished products: cut 
knitwear, textiles, knitted knitwear, outerwear, shoes 
and accessories, home textiles. Many factories spe-
cialize in the production of knitted fabrics, fabrics and 
yarn. There are also large vertically integrated full-cy-
cle enterprises. Such enterprises enjoy state benefi ts 
and subsidies, unlike producers of medium and small 
businesses, as well as artisanal production, which is 
widespread throughout the country. The factors list-
ed above determine not only the successful develop-
ment of the industry as a whole, but also ensure the 
competitiveness of Bangladesh in the global textile 
market [10].

2.4. Features of economic relations 
in the textile industry of the USA and 
Mexico

For a long time, the US textile industry remained 
the most diversifi ed and largest production segment. 
Since the beginning of the 20th century, most textile 
enterprises have been moved from the north-eastern 
region of the country to the southern states. Over 80% 
of the country’s textile enterprises are concentrated 
here. The most infl uential sewing center in the Unit-
ed States is Los Angeles. His specialization is sewing 
women’s dresses in accordance with Hollywood mov-
ie standards. In recent years, this industry has been 
faced with problems, the main one of which is the 
growing low-cost imports from Asian countries. As a 
result, the US is not able to deal eff ectively with this. 
On the other hand, the importance of Latin America, 
especially Mexico, in the supply of textile products to 
the American market is growing.

The North American Free Trade Agreement (NAF-
TA, 1994) was based on the premise that the elimina-
tion of tariff  and non-tariff  barriers between Canada, 
Mexico and the United States would create an eco-
nomic environment in which each country could use 
its competitive advantages. It was assumed that this 
transaction will combine the textile industry of the 
United States and Mexico to enhance competitive 
advantages in comparison with Asian countries. Con-
trary to expectations, the increase in clothing produc-
tion in Mexico did not lead to a signifi cant increase in 
the American textile industry. On the contrary, the US 

textile industry began to lose its competitive position. 
Since 1997, in this country there has been a decline in 
textile enterprises, declining profi ts, the bankruptcy 
of many factories, and an increase in the number of 
unemployed. Many business owners began to trans-
fer their production facilities to Mexico, where the 
manufacture of textiles is more profi table due to the 
low cost of labor. Today, Mexico dominates the sup-
ply of textiles and ready-made clothing in the United 
States, displacing China in second place [1].

3. TEXTILE INDUSTRY OF UKRAINE: 
STATE, PROBLEMS, PROSPECTS FOR 
DEVELOPMENT

3.1. The evolution of the textile industry 
in Ukraine

In Ukraine, the textile industry began its develop-
ment at the end of the XIX century. Most enterprises 
in the then tsarist Russia were small in terms of the 
number of employees and production volumes. An 
active revival of the industry was observed in Soviet 
times, when some enterprises were reconstructed, 
and new ones were built in cities such as Kiev, Zhy-
tomyr, Chernigov, Rivne, Odessa, Poltava and others. 
More than 50% of the USSR textile industry was oper-
ating in Ukraine [11].

The textile industry of the Ukrainian SSR was 
provided with raw materials that were produced in 
the Union republics. For example, in the 1930s they 
solved the problem of a shortage of raw materials 
due to the creation of a kotonic industry in the repub-
lics of Central Asia, where up to 30 thousand tons of 
modifi ed fl ax fi ber were produced annually. Products 
produced at textile enterprises were in great demand 
among the population [12].

After the collapse of the USSR (1991), the textile 
industry began to disintegrate. The political factors 
were added by the loss of sales markets, outdated 
technology, deterioration of equipment, lack of per-
sonnel, etc. Demand for textiles began to plummet. 
One of the main reasons for this phenomenon was a 
signifi cant decrease in the purchasing power of the 
population [13].

Ukraine’s GDP even in 2019 amounted to only 
65.8% of the 1990 level. Despite the fact that in 2000 
there was a certain increase in the light and textile in-
dustries – 39%, coat production – by 26%, suits – by 
29%, however, the majority of accumulated problems 
in the textile industry have not been resolved [14]. 
According to the State Statistics Service of Ukraine, 
on 01.01.2019, the textile industry of Ukraine was 
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represented by 510 enterprises and 15.9 thousand 
people. 1669 enterprises and 49.5 thousand people, 
339 factories and 22.5 thousand people, respectively, 
are involved in the production of clothes, leather, and 
shoes [15].

The textile industry is represented by cotton, wool 
and linen production. Major business entities in the 
textile industry are: Cherkasy Silk Combine, Chernig-
ov Cheksil, Rivne Flax Mill, Boguslavskaya Cloth Mill, 
Ternopol Teksterno, Kiev Knitwear Factory Roza, Rivne 
Nonwoven Fabric Factory, Kharkov Spinning and 
Weaving Factory society „Edelvika“ (Lutsk). The largest 
cotton mills are located in Kherson and Ternopol (cot-
ton mills), Nikopol (spinning and yarn mill), as well as 
in Kiev, Kharkov, Chernivtsi, Ivano-Frankivsk, Lviv, Pol-
tava, Kolomyia, Korostyshev and Radomyshl.

3.2. Analysis of accumulated problems 
in the industry 

Existing problems in the development of the 
textile industry of Ukraine can be divided into three 
categories: 1) problems associated with industrial 
structures after the collapse of the USSR; 2) problems 
of the transition economy and the imperfection of do-
mestic legislation; 3) problems of economic and so-
cial direction. Briefl y describe each of these groups of 
problems. Firstly, within the framework of the integral 
economic complex of the USSR, most factories of the 
textile industry were aimed at performing only a lim-
ited volume of production and technical operations. 
They depended on a signifi cant number of related 
industries and suppliers of necessary components. 
The level of interindustry exchange (cooperation) 
was about 70-80% of the output. After the collapse of 
the USSR, most factories severed ties with their main 
trading partners. For example, this aff ected the sup-
ply of diff erent types of fabric from Russia and Belarus 
to Ukrainian factories. Secondly, there was an acute 
problem of providing raw materials with the loss of 
well-established relations with leading trading part-
ners.

Until 1956, Southern Ukraine was the main pro-
ducer of cotton for the entire Soviet Union. Subse-

quently, there was a conversion of cotton to corn 
(?!). In the end, Ukraine was never able to restore its 
subindustry, which supplied raw materials for cloth-
ing manufacturers. Since Ukraine stopped growing 
cotton and producing chemical fi bers, the main com-
ponents for the production of clothing had to be im-
ported from Uzbekistan, Belarus and other countries. 
More than 90% of all textile products in Ukraine be-
gan to be produced through tolling.

Domestic enterprises began to urgently need 
working capital, thanks to which the production of 
textile products begins. The sales system is not well 
adjusted. The Davalets company loads the produc-
tion capacities of factories, which for the most part 
are idle due to the weakening of the domestic market 
and the loss of traditional markets for their products. 
It is calculated with a Ukrainian producer of a part of 
the product. Ukrainian entrepreneurs often only have 
the means to pay wages to their employees. At the 
same time, a foreign company makes signifi cant prof-
its by selling these products in markets, for example, 
in Western Europe. Thirdly, the problem arose of the 
wholesale distribution of goods in the industry. Af-
ter the collapse of the USSR, the system of retail and 
wholesale distribution of textile goods was actually 
destroyed. Enterprises were forced to independent-
ly fi nd ways to sell products [16]. As a result, in the 
1990s, the number of stores specializing in the sale 
of clothing declined. There are new market players 
– spontaneous bazaars. Now the situation is grad-
ually changing. More and more new stores and on-
line stores are opening. Fourth, there was a need for 
equipment modernization, more active introduction 
of innovations in production [17]. The situation with 
the deterioration of fi xed assets in industry in general 
and in the processing industry is presented in Table. 1.

The equipment of the processing industry is too 
outdated both morally and physically. Its updating is 
very slow. New equipment is known to be more com-
petitive. Its use contributes to the use of signifi cantly 
smaller amounts of resources. The cost of production 
is reduced, more products are produced. Fifth, previ-
ous problems are refl ected in signifi cant production 
costs, which makes textile products uncompetitive in 

Table 1: The degree of depreciation of fi xed assets, % [14, с. 1]

Industry 2013 2014 2015 2016 2017

Industry 56,9 60,3 76,9 69,4 59,1

Manufacturing industry 50,1 56,9 75,8 76,4 64,6
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both the domestic and global markets. Sixth, an un-
resolved issue is the almost unhindered fl ow of con-
traband. According to experts, at least 70% of con-
traband clothing is sold in bazaars. About 40-60% of 
shadow goods come to Ukraine from countries such 
as Turkey, China and Poland. According to experts, the 
reasons that led to the decline in textile production 
include the following: unfair competition from im-
ported goods, the existence of a “shadow” production 
sector, and trade in low-quality „smuggling“ – 30%; 
insuffi  cient solvency of the population – 20%; ill-con-
ceived privatization of enterprises, disaggregation or 
despecialization of production – 16%; unfavorable 
investment climate and the absence of a rationally 
thought out investment policy – 13%; low technical 
level of equipment at enterprises and dependence on 
imported raw materials and materials – 11%; ill-con-
ceived organization of production and marketing of 
products, as well as worsening working conditions of 
domestic producers, stopping wholesale trade after 
the liquidation of regional wholesale bases, monetary 
ways of regulating the exchange rate – 10% [18].

The solution of these problems can and should 
help to stabilize the development of the industry, 
increase the competitiveness of products, and the 
Ukrainian textile to enter the international market.

3.3. The need for restructuring the raw 
materials base of textiles

Let us highlight the following arguments regard-
ing the feasibility of simultaneously raising both the 
agrarian and textile sectors. Firstly, the textile indus-
try alone will not be able to play an important role in 
the development of the economy unless its material 
and human resources are combined, if there is no ad-
equately developed eff ective national policy in this 
area. Secondly, with the development of the raw ma-
terials base of the textile industry, the process of spe-
cialization will be activated, which will ensure high 
competitiveness of textile production.

Thirdly, the underdevelopment of the textile in-
dustry will continue to lead to an increasing depend-
ence of Ukraine on foreign manufacturers. At the 
same time, the existence of its own raw material base, 
the combined eff orts of agriculture and industry will 
contribute to creating a base for creating competitive 
advantages in the textile industry. The rational use 
of potential when combining agricultural and textile 
production in the near future can signifi cantly im-
prove the situation not only in these two areas, but 
also in other sectors of the economy that use textile 
products.

As has been repeatedly noted, most Ukrainian 
enterprises operate on tolling raw materials. The use 
by foreign fi rms of the capacities of Ukrainian facto-
ries contributes to the fact that incoming capital in 
Ukraine ultimately leaves it. He leaves her with added 
value, which was created in Ukraine using domestic 
resources. In such an indirect way, foreign business-
men use its equipment, energy, labor and many other 
resources in Ukraine, even despite the high probabili-
ty of economic risks. Foreign businessmen in Ukraine 
are attracted by the low cost of labor, low prices for 
the purchase of agricultural raw materials and low 
fees for the use of equipment and technologies.

Thus, the low purchase price of textile goods does 
not correspond to the actual actual cost, which is ac-
tually much higher.The textile industry did not pro-
vide timely support to the agricultural sector of the 
production of raw materials (fl ax, cotton and sheep 
breeding). As a result, the main factor (90%) reduction 
in the production of textile factories is the lack of do-
mestic raw materials. Cotton for domestic producers 
is exclusively imported raw materials. In this situation, 
to plan in detail the work of cotton enterprises, to de-
velop a strategic policy, is not advisable and risky. Flax 
can become an alternative to cotton for Ukraine. By 
the way, linen products have higher protective prop-
erties compared to cotton. The main emphasis should 
be placed on the revival and gradual development of 
the raw material textile base in Ukraine (Table 2). Over 
the years of independence, Ukraine has lost its tradi-
tional markets, which aff ected the actually destroyed 
own raw material base.

Table 2: Dynamics of sown areas of fl ax fi bre and 
cannabis sativa in Ukraine, thousand ha [19, с. 15]

Year Flax fi bre Cannabis sativa 

1990 172,5 10,2

1995 97,8 6,7

2000 23,4 3,0

2005 25,5 0,9

2010 1,3 0,8

2015 1,7 1,7

2016 1,7 3,5

2017 1,5 2,7

2018 1,7 1,3

For a radical change in the situation, agricultur-
al production of raw materials should be transferred 
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to an industrial basis. It is necessary to constantly 
increase the productivity of fl ax and sheep husband-
ry, implement new farming systems, introduce new 
technologies for the production and processing of 
cotton, and strengthen and maintain the genetic 
fund of Ukraine. It should be noted that the leading 
role in these matters belongs precisely to investment 
policy, which should ensure an increase in the level of 
effi  ciency, in the fi rst place, of those sectors that are 
lagging behind in development (production of raw 
materials). In addition, the investment policy should 
contribute to the creation of an alliance development 
system based on the rationalization and optimization 
of all investments in the resource and processing sec-
tors. To create a powerful raw material base, it is nec-
essary to pay attention to the technical re-equipment 
and reconstruction of existing facilities [20]. Greater 
improvement is required in the organization of the 
production of textile raw materials, procurement and 
transportation, storage in warehouses, etc. [6].

It is the integrated agrotextile alliances that can 
play a decisive role in this matter.

3.4. Foreign economic activity of textile 
enterprises

Let us analyze the state of foreign trade trans-
actions in the light industry, including the textile in-
dustry, for the period 2015-2019 (Fig. 3). According 
to Ukrlegprom [21], the production of light industry 
products in the country is in critical condition. The 
export situation is unstable and ambiguous. After the 
rise in 2017, a gradual decrease in export of products 
is observed. Import revenue is growing annually. In its 

structure, a derogatory, in our opinion, second-hand 
one prevails.

In Ukraine’s commodity imports as of 2018, the 
share of light industry is 4.7%, exports – 2.6%. The 
leading countries in importing products are Chi-
na (27.4%), Poland (10.2%), Turkey (9.2%), Germa-
ny (8.2%) and Italy (7.1%) [21]. Textiles and clothing 
(mainly China) and shoes (China and Italy) are mainly 
imported to Ukraine. Most of all, in 2018, synthetic 
threads were imported to Ukraine – 10.55%, shoes 
and leggings – 12.69%. Import of textile materials for 
technical purposes amounted to 5.42%, clothing – 
9.10%, other fi nished textile products – 10.15% [15]. 
Ukraine exports textile products mainly on the basis 
of tolling raw materials, and at the same time acts as 
an intermediary-producer for other countries. In 2018, 
foreign trade turnover in light industry amounted to 
104.5 billion US dollars, which is 12.4% more than in 
2017. Import volumes in 2018 amounted to 57.1 bil-
lion US dollars, an increase of 115.2%.

According to the State Statistics Service of 
Ukraine, in 2019 the volume of export deliveries of 
light industry products decreased compared to 2018 
and amounted to $ 35.5 million (-2.9%). The decrease 
in foreign trade transactions occurred in all major 
product groups. Total export deliveries amounted to 
shoes – $ 20.1 million (-10.3%); textile clothing – $ 
12.5 million (-3.1%); knitted clothes – $ 12.2 million 
(-9.0%); fur raw materials – $ 6.7 million (-25.5%); 
hides and unprocessed leather – $ 6.1 million (-6.9%). 
On the contrary, imports of light industry products 
continue to fl ourish. Deliveries in 2019 compared to 
2018 amounted to $ 467.9 million (+ 17.6%), includ-
ing: knitted clothing – by $ 137.8 (+ 52.9%); textile 

Figure 3: Dynamics of growth / decline of indicators, % compared to the previous year
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clothes – by 128.1 dollars (+ 52.9%); shoes – $ 100.9 
(+ 29.9%); knitted fabrics – by 84.1 dollars (+ 73.4%); 
other textiles – by 83.0 million dollars (+ 30.7%). It is 
not diffi  cult to calculate that import volumes exceed 
export volumes by 13.18 times [15]. This indicator re-
fl ects the essence of state policy in the fi eld of pro-
tection and development of the domestic market for 
light and textile products.

A signifi cant factor in the development of the tex-
tile industry may be the fl ow of investment from do-
mestic and foreign investors. The total volume of cap-
ital investments in the textile industry is insignifi cant 
and makes up only 0.92% of the total volume of in-
vestments in the state economy in 2018. Investments 
in other areas are invested much more intensively: in 
the mining industry and quarrying – 27.0%, the sup-
ply of electricity, gas and air conditioning – 20.9%, the 
production of food, beverages and tobacco – 15.12%. 
Investors send funds to those industries where you 
can quickly and with the lowest risk receive income. 
The textile industry does not belong to this category. 
During the year 2018, UAH 1,846 million was invested 
in textile production, the production of clothes, leath-
er, products from it and other materials. The largest 
amount of investments was directed to textile pro-
duction, located in Khmelnitsky (12.7% of the total), 
Chernivtsi (7.4%), Lviv (6.1%), Transcarpathian (5.0%) 
and Zhytomyr (4.7 %) areas [15].

Foreign investors are in no hurry to invest in the 
industry of Ukraine. For example, in 2017, only 6,206.4 
million UAH was invested in the industrial sector, or 
1.4% of all capital investments. Of these funds, ap-
proximately 0.3% was directed to light industry, 32.3% 
to heavy industry, and 27.4% to processing industry 
(2015 data). The textile industry is invested mainly by 
investors from Germany, Romania and Sweden, and 
those who subsequently buy goods of this industry 
in Ukraine [21].

3.5. Directions for increasing 
competitiveness of the textile industry

Textile industry for sustainable development 
needs support, fi rst of all, from the state. The impor-
tance and priority of the textile industry for the coun-
try’s economy is due to the following factors: the 
ability to satisfy society’s need for consumer goods 
and basic necessities, to improve the quality of life of 
Ukrainians; connectedness with many related areas 
and the ability to serve the entire economic complex 
of the country; large capacity of the domestic market 
for goods in the industry; high level of added value 

(up to 50%); quick capital turnover; low energy inten-
sity of production. 

Let us dwell on possible ways to solve problems 
that have accumulated in the industry. Firstly, it con-
cerns the protection of the national producer. The 
vast majority of countries in the world are forced to 
import mainly those goods that are either absent or 
lacking in the domestic market. In addition, countries 
set quotas for the import of those goods that are pro-
duced in the country [22, 23].

In Ukraine, there is a need to develop relevant 
laws and regulations on these issues. It is advisable to 
create such conditions of trade that would protect the 
domestic market (protectionism policy) [24, 25]. For 
example, if in domestic manufacturers the margin for 
products is 20-25%, then among manufacturers in the 
Baltic states – 18%. It is clear that a large margin on 
fi nished products becomes a big obstacle to its imple-
mentation [10]. Not always fi nished products get from 
the factory to the store. A situation is possible when 
these products are returned in the form of imported 
goods, which lay on the shelves of foreign stores and 
did not “fi nd” their buyer. We consider it quite advisa-
ble to reorient textile production towards middle-in-
come buyers. Since most Ukrainians have an average 
or low income level, cheap products are in demand 
among the population. The main competitors of do-
mestic products are cheap goods from Turkey and 
China, as well as second-hand goods, which are im-
ported in thousands of tons from Western Europe. It is 
advisable for Ukrainian manufacturers to focus on the 
middle class and produce most of the products spe-
cifi cally for people with average incomes. Middle-in-
come buyers prefer to buy quality products, perhaps 
even at a high price, rather than cheap, low quality. 

Thirdly, we should not forget about the principle 
of “returning” to our domestic market and then fi nal 
consolidation on it. After the fi nancial crises of 1997-
1998. and 2008-2009 Although Ukrainian manufac-
turers managed to fi ll the vacant niches from import-
ers aff ected by the crisis, it is becoming increasingly 
diffi  cult to maintain these positions due to cheap for-
eign products.

Fourth, the marketing and fi nancial strategies for 
market behavior for domestic factories are in need 
of improvement. In most cases, such strategies are 
absent or implemented ineffi  ciently. The reason is 
the lack of skilled workers. Domestic manufacturers 
are not suffi  ciently aware of the methods of optimal 
and eff ective fi nancial management. It is necessary to 
carry out a re-qualifi cation of fi nancial management, 
to study in depth international fi nancial reporting 
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standards. The fi nancial literacy of industry workers 
should also be enhanced. Domestic companies are 
not suffi  ciently oriented in matters of “fi nding” fi nan-
cial resources for introducing new products at the en-
terprise [24, 25].

Fifthly, it is necessary to switch from raw materi-
als supplied to customers to domestic raw materials 
(fl ax, hemp, wool). It is advisable to develop a set of 
measures to develop their own raw material base, 
which requires deep structural transformations in the 
economy. Measures should be taken aimed at the si-
multaneous development of both the textile industry 
and its raw material base. Such an approach will help 
to more widely satisfy the existing needs of the mar-
ket, strengthen mutual responsibility, and effi  cient 
use of resources. It is advisable to create integrated 
agrarian and textile production. They will cover the 
entire technological chain from the production of raw 
materials by agriculture to the production and sale of 
textile products in the domestic and foreign markets. 
The organizational form of such a community can be 
strategic agrotextile alliances [26].

So, the state can contribute to the further devel-
opment of the textile industry in the following main 
areas: attracting foreign investment and increasing 
the activity of domestic investors; restriction of im-
port of imported products and saturation of the do-
mestic market with competitive domestic products; 
the withdrawal of a signifi cant part of textile produc-
tion from the “shadow” sector of the economy; reduc-
tion of duties on import of high-quality imported raw 
materials and at the same time increase in duties on 
second-hand; provision of benefi ts to industry enter-
prises (reduction in tax rates, deferred payment of 
payments); raising wages in the industry to increase 
its prestige; provided benefi ts or subsidies for the re-
newal and purchase of fi xed assets; restructuring of 
production processes; updating fi xed assets; devel-
opment of the latest and high-performance clothing 
manufacturing methods; staff  development.

4. CONCLUSION

Summing up the state of the textile industry of 
Ukraine, analysis of problems and prospects for the 
development of the industry, we note that the de-
velopment of its raw material base is a necessary and 
priority condition for the development of the textile 
industry and light industry as a whole. The industry 
needs a large-scale introduction of innovations, re-
structuring of production. It is necessary to improve 
the personnel potential at the enterprises of the tex-
tile industry. It is advisable to develop a set of meas-

ures aimed at introducing a system of fi nancial sup-
port for the industry on a state and commercial basis. 
Access to the domestic market of imported textile 
products and raw materials, second-hand should be 
limited by improving tariff  and non-tariff  methods of 
regulating export-import operations to the benefi t of 
the development of domestic textile production.
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