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Abstract

This paper approaches the situation of the textile sector in Russia, shows its main challeng-
es and presents possible solutions of how to increase the competitiveness of the industry by
improving its innovative performance. The textile industry in Russia went through major
changes after USSR dissolution in 1991, and its performance has been declining since then.
In order for the Russian textile industry to increase its competitiveness, it has to improve
its innovation performance. The methods for doing this in the textile industry are presented
in the article. They are as follows: (1) switching to different from imported cotton types of
raw materials, particularly flax and blended fibres, (2) using stains of better quality, (3)
purchasing new production equipment which will allow to switch from mass production
orientation to low-volume output, (4) creating joint ventures with foreign firms, leading
to employment growth and quality increase, which can result in higher competitiveness

of the textile industry in Russia.
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I Introduction

The innovation performance of an indus-
try is determined not only by the inno-
vative activity of a business sector, but
also by the condition of the economy
in the country. Innovation Union Score-
board’s report [1] shows that the inova-
tion performance of Russia is at a rela-
tively low level, remaining far behind the
main innovators — South Korea, the Unit-
ed States and Japan, and has a perfor-
mance lead just over Brazil and South
Africa. The state of the textile industry in
Russia is an example of the overall inno-
vation level in the country. The situation
in the textile industry changed drastically
in 1991 after the USSR’s dissolution. On
the one hand, it blocked cheap material
supplies from the former Central Asian
republics, and on the other the industry
went through a major change, as it was
designed for the mass manufacturing of
products of the same type. Consequently
textile production output decreased from
8.5 mln m2 in 1990 to 3.5 mIn m2 in 2011
[2]. Improving innovation performance
is essential for the growth of output and
productivity in the industry. Therefore in-
novative activities should be undertaken
in order to improve textile industry per-
formance in Russia.

The aim of this paper is to analyse inno-
vation of the performance of the textile
industry in Russia and to propose pos-
sible areas for its improvement. It pre-
sents the following: (1) the situation in
the Russian textile and clothing industry

and the dynamics of its development in
the last decades, (2) the key problems
Russian textile manufacturers face, (3)
the innovation performance of the coun-
try, and (4) recommendations for increas-
ing the innovativeness of the textile in-
dustry in Russia.

The textile industry in
Russia. Statistics and main
characteristics

In order to analyse the textile and cloth-
ing industry in Russia, its segment within
Russian light industry as a whole should
be defined. The industry’s characteristics
can be described using an analysis of sta-
tistical data — share of spending on light
industry goods and production dynamics
in the industry.

Light industry in Russia can be described
by the chart presented in Figure 1.

According to the latest data, light indus-
try in Russia comprises 14 sub-industries
with 29 thousand companies and 49 thou-
sand individual entrepreneurs which em-
ploy 369 thousand workers. Many small
and micro-companies operate in light in-
dustry, employing almost one third of all
industrial workers [2].

Light industry products are one of
the main articles of expenditure within
the structure of consumer spending. In
2013 non-food products made up 37%
of the overall spending, among which
5.5% was on clothes and linen, 2.5% - on
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shoes, and 1% - on both knitwear and fur
products (see Table 1).

Table 2 shows that production volumes
decreased drastically at the beginning
of the 1990-s due to economic reforms
in the light industry. In 1990 textiles
production volume was at the level of
8449 min m2, and by 1995 it had de-
creased to 1774 mln m2 (almost a five
- fold decrease). By the year 2000, the in-
dustry had partly recovered to a pro-
duction volume of 2329 mln m2, but
later the growing trend stopped, show-
ing only slight fluctuations. Although
production volumes in 2010 reached
the 3572 mIn m2 level, increasing to
3572 mln m2, it was still almost 2.5 times
less than the 1990 level.

Cotton textiles showed the largest volume
of production among all types of textiles
produced. In the years 1990 - 1995 their
production volumes decreased 4.5 times.
In the years 1995 - 2003 a slight increase
in cotton production volumes was ob-
served, which stopped in 2004 and began
to decrease till 2011.

The wool, silk and flax textile production
volumes decreased even more drasti-
cally. For example, the volume of wool
textile production decreased 6.5 times on
the basis of quantities in the years 1990
- 1995 and continued to shrink till it de-
creased 32 times. Flax production output
decreased 4.5 times in the years 1990

Light industry

Textile and clothing industry
(77%)

Leather production, shoe
production (23%)

Textile industry (47%)
- thred, kniware and
hosiery, nonwoven
materials and carpets,
liste thead

Clothing industry (30%)
- garment, accessories,
furs, sport sclothers,
working clothes

Leather tanning and finishing
(8%)

Leather goods and garment
production (1%)

Shoe production (14%)

Figure 1. Structure of light industry in Russia based on [2].

Table 1. Non-food goods within the structure of consumer spending in %, based on source

3]
2006 | 2007 | 2008 | 2009 | 2010 2011 | 2012 2013
Non-food products 33.74 | 35.13 | 35.99 | 37.37 A 36.25 | 35.57 | 36.88 | 37.12
Clothes and linen 519 | 527 | 513 | 555 548 559 | 555 546
Fur products 056 | 074 070 | 072 065 066 | 066 0.69
Knitwear 129 | 130 132 1.31 134 | 133 133 127
Leather, textile and combined shoes 252 | 255| 252 253 | 254 256 250 236

- 1995 and continued to decrease up to
2009.

Decreasing production output was also
observed within garment manufacturing.
Production dynamics shows the same
trends as in textile manufacturing —
a sharp decrease in the years 1990 - 1995,

while further maintaining production
output at the same level.

Challenges faced
by the Russian textile industry

The specificity of production dynam-
ics in the Russian textile industry can

Table 2. Production dynamics of light industry goods in the years 1990-2011 (on the basis of quantities). Own presentation based on source

2]

1990 | 1995
Textiles - total, min m2 8449 1774
cotton 5624 1240
wool 466 72.2
silk 1051 198
flax 603 133
Carpets, min m2 43.5 12.9
Hosiery, min items 872 288
Knitwear, min items 770 108
Garments, min items:
Coats 281 2.7
Jackets 33.9 7.3
Suits 28 54
Dresses 136 10.7
Trousers 54.4 7.9
Skirts 13.6 1.6
Blouses 11.6 21
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2000 = 2001 2002 = 2003 = 2004 | 2005 | 2006 & 2007 = 2008 | 2009 | 2010 @ 2011
2329 | 2625 | 2783 | 2869 | 2690 | 2785 & 2804 | 2700 | 2485 @ 2611 3355 | 3572
1822 | 2094 | 2264 | 2329 | 2149 | 2225 2222 | 2108 | 1915 | 1477 | 1542 1237
54.6 56.5 47.9 44.6 36 30.3 29 28.7 23.9 18.1 15.8 14.4
178 176 141 145 139 126 136 141 114 91.3 52.5 47.7
113 125 143 157 160 122 124 101 97.9 46.8 - -
9.2 54 5.8 5.4 13.5 13.6 32.2 321 30.2 23.9 22.9 20.6
291 282 297 274 242 282 325 338 319 298 - -
121 130 132 131 122 116 114 m 19 120 135 132
23 27 24 23 1.8 1.3 1.2 1 1.3 1.2 - -
57 7.2 8.6 7.2 7.2 7.5 8.4 6.7 6.2 4.3 - -
4.6 5.2 5.3 5.9 5.8 6.6 71 6.3 5 4 - -
8.5 6.8 5 4.7 3.9 3.4 3.2 3.8 3.8 4 - -
14.8 16.1 15.3 20.7 16.2 16.2 17.9 15.8 16.2 13.3 - -
29 24 23 22 23 2.3 3 3.9 3 29 - -
3.8 4.1 4.2 3.5 3.2 2.6 2.1 2.1 2.3 23 - -
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be explained by the USSR’s dissolution
in 1991, which blocked cheap wool and
cotton supplies from the former Central
Asian republics. Consequently the indus-
try went through major changes. Textile
production decreased from 8.5 mln m2 in
1990 to 3.5 mln m2 in 2011. Leather gar-
ment production output decreased from
1249 mln to 41.6 min dm?2 in 2011 [2].
The need of purchasing materials at stand-
ard prices caused textile price growth,
hence it decreased industry competitive-
ness on the domestic market. Moreover
the structural changes to the textile in-
dustry before 1991 were designed for
the mass manufacturing of products of
the same type. A decrease in domes-
tic demand led to the under utilization
of capacities and even to idle factories.

Another factor significantly influenc-
ing the competitiveness level of the tex-
tile industry in Russia is its poor qual-

South Africa
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Russia

India

China
Australia
Canada

EU

Japan
United States
South Korea

ity. Its design, ergonomics and wear are
worse than those of imported products.
The quality of light industry items is
deeply interconnected with supporting
industries. Textile manufacturing re-
quires quality input from the chemical in-
dustry, determining textile composition,
its properties, colouring and stability.
The accessories market is very important
for ready-made textile garments (buttons,
zips) [4], as it determines the final qual-
ity of the product, and therefore the level
of demand. Currently those industries
are recovering after a major breakdown
similar to the textile industry, therefore
the overall quality level in light industry
is at a relatively low level.

Due to the situation in the industry,
the only manufacturers which keep
working relatively steadily are produc-
ers of mixed yarn and cotton textiles
with chemical fibres. Usually these are
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Figure 2. Global innovation performance. Based on source [1].
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Figure 3. Global innovation growth rates. Based on source [1].
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technical fabrics or fabrics for work
clothing. The market for those fabrics is
relatively small compared to the cotton
market. The Russian cotton industry can-
not compete with such actively develop-
ing cotton textile markets like in China,
India, Pakistan, Turkey, Latin America,
and the countries of Southeast Asia [5].
Consequently Russian textiles have seen
progressively less demand on the interna-
tional markets and on the domestic mar-
ket as well.

Innovation performance
of Russia

The annual Innovation Union Scoreboard
report [1] provides the comparative re-
search and innovation performance of
the EU Member States and non-EU
countries. It allows to analyse the in-
novation performance and dynamics in
Russia, as well as the relative strengths
and weaknesses of its innovation system.
The Innovation Union Scoreboard (2014)
measures innovation performance using
an indicator called the Summary Innova-
tion Index, which is based on the follow-
ing three groups of indicators — enablers,
firm activities and outputs. The enablers
include the external drivers of innova-
tion performance like “New doctorate
graduates”, “International scientific co-
publications” or “R&D expenditure in
the public sector. Firm activities show
innovation efforts at the level of the firm,
which include “R&D expenditure in
the business sector”, “SMEs innovating
in-house”, “public-private cooperation”
or “community trademarks”. The last
group of indicators, the outputs, shows
the effects of firms’ innovation activi-
ties and includes “SMEs with product or
process innovations”, “employment in
knowledge-intensive activities”, “license
and patent revenues from abroad” or
“knowledge-intensive service exports”.
Based on the indicators above, the innova-
tion performance of Russia within a com-
parison of BRICS countries (Brazil, Rus-
sia, India, China), the EU countries and
its other economic partners is reviewed.

Figure 2 shows the innovation perfor-
mance of Russia among the countries
analysed. The average performance is
measured using a composite indicator
based on the groups of indicators men-
tioned above, ranging from the lowest
possible performance of 0 to a maximum
possible performance of 1. The average
performance reflects the performance
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in 2010/2011 due to a lag in data avail-
ability. Figure 1 shows that Russia has
a performance lead over Brazil and South
Africa. However, its innovation perfor-
mance is at a relatively low level com-
pared to the three top global innovators
— South Korea, the United States and
Japan. The report states that enterprises
in these leading countries invest more in
research and innovation as well as col-
laborative knowledge-creation between
the public and private sectors.

Figure 3 shows the average annual
growth rates of the innovation index cal-
culated over an eight-year period (2006
- 2013). Russia is the only country which
showed a decline in innovation rates over
the period researched, where the innova-
tion rates declined by 2%. A closer look
at the Russian indicator value and its
comparison to the EU27 indicators show
the reasons for such an innovation gap.

Figure 4 shows Russia’s individual in-
dicator scores calculated by dividing the
Russian indicator value by that of the EU
and multiplying by 100. It reveals that
a 87% higher share of Russia’s popula-
tion has completed tertiary education.
However, Russia is performing worse
than the EU for 10 indicators, in par-
ticular public-private co-publications,
license and patent revenues from abroad,
patent applications, international co-
publications, most-cited publications and
doctorate graduates.

The Russian report “Strategic research
program of a technological platform
“Textile and light industry” [6] states that
the innovativeness of firms is restrained
by the institutional environment charac-
teristics.

The world economic crisis’ consequences
decreased the level of R&D investments,
therefore foreign textile and clothing
companies started searching for markets
with lower investment requirements for
placing orders based on technological
outsourcing. The demand for scientific
and technical products is created mostly
by the state, which is caused by the low
innovational activity of firms and the lack
of effectiveness of tax and legal instru-
ments supporting scientific and innova-
tive activity. Firms’ innovative activity
has stayed at a low level. Figure 5 shows
that in 2010 only a 9.4% share of manu-
facturing firms introduced technological
innovations, which is significantly lower
than the same rate for Germany (73%),

FIBRES & TEXTILES in Eastern Europe 2016, Vol. 24, 1(115)

Licence and patent revenues from abroad
Knowledge-intensive services exports
Medium/high-tech contribution to trade balance
PCT patent applications in societal challenges
PCT patent applications

Public-private co-publications

R&D expenditure in the business sector

R&D expenditure in the public sector

Top 10% most cited scientific publications
Internation scientific co-publications
Population aged 30-34 with tertiary education

New doctorate graduates

; 101
74 ‘

51

ST
18—
2
24.

0 20 40 60 80 100 120 140 160 180 200

Figure 4. Innovation performance lead: Russia and the EU, based on source [1].
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Figure 5. Manufacturers which developed and commercialised technological innovations

in 2010, % of total, based on: [6].

US (65%), Ireland (61%), Belgium
(58%), Estonia (47%) and Czech Repub-
lic (41%).

Innovativeness as the key
to industry development

Increasing innovativeness is an impor-
tant challenge that enterprises face all
over the world. The ability of a firm to
introduce innovations determines the
scale of the advantage over the competi-
tion [7]. Therefore it is crucial to create
optimal conditions inside and outside the
firm, and to find and implement innova-
tive solutions which correspond with
current challenges in the firm or industry.

According to the definition of OECD/
Eurostat presented in the Oslo Manual
[8], innovation is the implementation of
a new or significantly improved product
(good or service), a process, a new mar-

keting method, or a new organisational
method in business practices, workplace
organisation or external relations. Four
types of innovations are distinguished:
product, process, marketing and organi-
sational innovations. Taking into con-
sideration the decline which the Rus-
sian textile industry has experienced
in the last decades, new directions for
increasing competitiveness should be
developed by improving the innovative-
ness of the industry. This can be done
by introducing different types of inno-
vations.

A product innovation is the introduc-
tion of a good or service that is new or
significantly improved. It includes im-
provements in technical specifications,
components and materials, incorporated
software, user friendliness or other func-
tional characteristics [8]. The proposed
way to introduce product innovation and
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thus increase the competitiveness of the
textile industry in Russia is switching
to different types of raw materials pro-
duced in the country, particularly flax
and blended fibres, which will allow to
save on imported cotton. However, the
linen industry is currently in a complex
situation. On one hand, Russia is one of
the main producers of flax fibre in the
world, but on the other , current methods
of its cultivation and processing result in
its low quality and lack of price-compet-
itiveness compared to Ukraine, Belorus-
sia, and especially to developed countries
like France and Belgium [4]. The com-
petitiveness of the Russian textile indus-
try can also be increased by using stains
of better quality. Currently this can be
done mostly by importing. Thus increas-
ing the quality of the textile industry re-
quires reorganisation and an innovative
approach in the supporting industries.

Process innovation is the implementa-
tion of a new or significantly improved
production or delivery method, like
changes in techniques, equipment and/
or software. One of the possible direc-
tions for introducing process innovations
is increasing the quality by purchasing
new production equipment - machinery
which will allow to switch from mass
production orientation to low-volume
output, which can dynamically respond
to the market needs. Such purchases can
be realised within multinational coopera-
tion, which allows to attract foreign in-
vestments. However, the textile industry
in Russia does not currently attract much
FDI (Foreign Direct Investment), hence
this way of increasing competitiveness
can be very costly. Modern production
equipment could decrease the unit costs
of production and significantly increase
the quality of production.

Organizational innovation is the imple-
mentation of a new organisational meth-
od in the firm’s business practices, work-
place organisation or external relations.
Textile and clothing manufacturers can
create joint ventures with foreign firms,
upgrading production by purchasing ma-
chinery and technology from abroad. In
this scenario Russia provides only manu-
facturing sites and a workforce, while
using materials, machinery, and sewing
technologies from abroad. Such prod-
ucts usually possess comparatively good
quality, while their prices are lower than
those of imported goods due to lower la-
bour and transport costs. Consequently
it can be competitive on the domestic
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market compared to the cheap products
from China, South-East Asia and Turkey
[4]. The Russian government has to pro-
mote the Foreign Direct Investment in
light industry and support joint venture
creation. This can lead to an increase in
employment in the country and in the
quality the domestic production, which
will result in higher competitiveness of
the textile industry in Russia.

Marketing innovations involving sig-
nificant changes in product design or
packaging, product placement, product
promotion and pricing should also be in-
troduced in the Russian textile industry.
New marketing methods of domestically
manufactured textile promotion would
increase domestic sales. A comprehen-
sive package of measures including prod-
uct, process, organizational and market-
ing innovations could improve the situa-
tion in the Russian textile industry.

@ Conclusions

The textile industry in Russia went
through major changes after the USSR’s
dissolution in 1991 - cheap wool and
cotton supplies from the former Central
Asian republics were blocked, hence
prices increased, and factories designed
for mass manufacturing had to become
more flexible. Consequently production
volumes decreased almost 3 times in
the years 1990 - 2011. Russian textiles
have seen progressively less demand
on the international markets and on
the domestic market as well. In order for
the Russian textile industry to increase its
competitiveness, it has to improve its in-
novation performance.

A suggested product innovation is
switching to different types of raw mate-
rials produced in the country, particularly
flax and blended fibres, which will allow
to save on imported cotton. The competi-
tiveness of the Russian textile industry
can also be increased by using stains of
better quality. Purchasing new produc-
tion equipment is a suggested process
innovation for the textile industry. New
machinery has to allow to switch from
mass production orientation to low-vol-
ume output. A recommendation for or-
ganizational innovation is creating joint
ventures with foreign firms. Promoting
FDI in the textile industry can lead to an
increase in employment and in the qual-
ity of domestic production, which can re-

sult in higher competitiveness of the tex-
tile industry in Russia.

There is no doubt that improving inno-
vation performance is very important for
the growth of output and productivity in
the industry. However, undertaking in-
novative activities and improving textile
industry performance in Russia could be
challenging due to the innovation climate
in the country.
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