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B Introduction

The Asia-Pacific region can be consid-
ered as a new centre of world economic
development. This is generally justified
by the following geo-economic factors
and conditions [1]:
firstly, the Asia-Pacific region is the
largest on the globe and has the long-
est coastline;
secondly, the majority of the most
densely populated countries in the
world (7 out of 10) are located in this
region, with seven countries, includ-
ing Russia, with an annual gross do-
mestic product exceeding $1 trillion
US Dollars;
thirdly, nine countries in the region
(including Russia, China, Taiwan,
Hong Kong) have the greatest gold
and foreign exchange reserves, de-
spite the fact that the socio-economic
development models in these coun-
tries are not identical at all.

At the present stage of world economic
development, where countries can freely
participate in world trade and there is
open access to the world market, some
quantitative changes are taking place in
the globalisation of markets and compe-
tition. The growing interdependence of
countries on goods production and ser-
vices has led to an understanding of the
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necessity for a global approach to busi-
ness. An indicative feature of this process
is the formation of global industries, in
which the competitive positions of com-
panies, particularly in geographic or
sectoral markets, are influenced by their
position in the world market as a whole,
including the textile industry, the trans-
formational changes of which are deter-
mined by the potential global capacity of
respective product consumption.

China plays a special role in the develop-
ment of the Asia-Pacific region; besides
the geo-economic and political impor-
tance of China in the new globalised
business space is no longer disputable. It
is worth noting that the Chinese economy
is growing at an accelerated pace (com-
pared to the economies of the most de-
veloped countries already attributed to
the post-industrial), and more than 60%
of the total workforce of the country
are concentrated in the industrial sector
[2, 3]. The consumer goods industry (in-
cluding the textile sector) is considered
to be the driver determining the vector
of accelerated development of China’s
national economy. The manufacture of
textiles not only plays an important role
in the formation of China’s GDP, butit
is also one of the main items of Chinese
exports, which provides for a steady
flow of foreign currency earnings in the

economy [4]. Obviously the competi-
tive development of the Chinese textile
sphere of the real sector of the economy
will largely determine the conditions and
factors of stability of the national socio-
economic system as a whole. It should
also be borne in mind that the sustainable
development of national socio-economic
systems, including the separate branches
of the national economy, is largely de-
pendent on the phases of the macroeco-
nomic cycle, as well as on the ability of
economic agents to produce and imple-
ment innovative solutions to improve
their competitiveness [5,6]. Innovative
solutions are important not only for cre-
ating a competitive advantage, but also
for the formation of the basis necessary
to preserve stability during change in the
economic cycle phase and the wave of in-
novation associated with it.

@ Results

Over the last decade, the Chinese tex-
tile industry sector has been showing a
steady economic growth. For example,
in the late 1990s, the share of the textile
industry in the total scope of national in-
dustrial production was approximately
11%, but in 2008-2010 it exceeded 22%
(see Figure I).
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The total number of enterprises of the
textile industry as of 2012 - 2013 is more
than 30,000 [3]. At that, the textile in-
dustry in China has clear geographical
and territorial orientation: in the north,
the main textile raw materials are wool
and cotton; in the south — these are silk,
jute, and kenaf. It is worth noting that,
in general, the textile industry of East
Asian states has a good environment for
development: cheap labour, historical ex-
perience of industry development, and a
favorable geographical position for prod-
uct marketing. These advantages have
been fully exploited by the textile enter-
prises of China. For example, during the
pre-crisis period (referring to the global
financial and economic crisis of 2008 -
2010), the volume of textile exports from
China amounted to about $50 billion
USD per year, i.e. about 13.5% of world
textile product exports (see Figure 2).

In addition, it is important to bear in
mind that China produces about 31% of
the global ratio of chemical fibres that are
in demand by the modern textile industry
(Figure 3).

In this case, the material and technical
base for the production of chemical fibres
in China was created from scratch, and
currently, several manufacturers operate
on the basis of unique technology, which
is a direct result of the active involve-
ment of China in global innovation pro-
cesses and technology transfer.

It should also be noted that during the
pre-crisis period the volume of invest-
ments in the Chinese textile industry
used to double each year. On one hand,
it was a natural consequence of the open
policy in the Chinese economy and al-
lowed to significantly increase produc-
tion capacity, upgrade the material and
technical base of the industry, but on
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Figure 1. Dynamics of the change in the share of the textile industry in the total national

industrial production of China [7, §].

the other, by the beginning of the global
financial and economic crisis of 2008-
2010, many Chinese textile enterprises,
primarily the export-oriented ones, were
poorly competitive. The global financial
and economic crisis played a negative
role in the development of China’s textile
industry — according to certain sources,
every third enterprise in this area of the
real sector was dissolved during the crisis
[9, 10].

This situation was the logical outcome of
price-related competition, which is based
in some cases on marginal price dump-
ing. As a result, the growing prices for
raw materials and labour resources de-
termined by the influence of the global
recessionary trends has led to stagnation
and subsequent depression in the textile
industry. Currently (as of 2013 - 2014),
the Chinese textile industry shows a
strong ability to recover [10]. At the same
time, there is an objective need to keep
the competitiveness of the industry by

boosting the current economic cycle and
innovative wave.

The modern development of society
and economy is accompanied by, first
of all, a change in the socio-economic
structure and a transition from an indus-
trial economy and traditional society to a
post-industrial economy and information
society. And, secondly, the current stage
of development of socio-economic rela-
tions is characterised by an upward phase
of the large economic order (according
to the sixth technological order [11, 12])
and the active diffusion of innovations.
Therefore the modern period in socio-
economic evolution can be regarded as
the most favorable period for competi-
tive and sustainable development of all
areas and sectors of national economies,
including the textile industry of China.

@ Discussion

The Chinese textile industry has a long
traditional history of formation and evo-

Other world exports
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B Production of chemical fibers in China

Other world production of chemical fibers

Figure 2. Export ratio of Chinas textile products in the global

share before the crisis of 2008-2010 [3].
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Figure 3. Share of China's chemical fibre production in the global
ratio (as of 2013) [§].
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lution. Previously they used cotton and
silk as a raw material in the manufacture
of textile; and with the advent of modern
raw materials in the manufacture of tex-
tile products, they started to use synthetic
and other materials. When China was
shifting from an economy based primar-
ily on agriculture to a manufacture-ori-
ented one, textile industry development
became the first priority and the basis for
the development of other industries in the
country, accelerating the growth of its en-
tire economy.

Currently the Chinese textile industry is
going through hard times as there has
been an increase in cotton prices on the
world market, which is primarily due to
active USA and EU pressure on China
and the re-evaluation of the yuan against
the dollar, weakening the Chinese Yuan
(CNY) against the US dollar (USD).

In spite of the difficulties faced by the
textile industry in China, this manufac-
turing sector remains one of the most
developed in the world, and as a result
China’s products are exported to many
countries on all continents of the world.
Textile enterprises in China are mainly
specialised in the manufacture of apparel
made of synthetic fabrics. The plants are
located throughout China, but the larg-
est are in Canton, Harbin, and Shanghai
(East China). China is a country that im-
plements the most aggressive policy for
the export of their products of the textile
industry to the global market [13].

A peculiar feature is its closed nature —
from the cultivation and production of
raw materials to the production and sales
of finished products [14]. But due to a
lack of natural resources in China for the
production of vegetable textile raw ma-
terials, chemical fibres have become the
main raw material in the manufacture of
textile products. The developed petro-
chemical industry of China fully covers
the demand for chemical fibres [15], and
as a result stimulates the rapid growth of
the textile industry and promotes price
competition, including through the use of
price dumping. Since China lacks its own
oil and world oil prices are not stable as a
result of geopolitical tensions, the textile
industry is very sensitive to these fluctua-
tions.

In the context of the world economy glo-
balization and outstripping growth rate of
China’s economy, both positive and neg-
ative effects are formed for the Chinese
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textile industry. In particular, the posi-
tive effects include the rapid recovery of
manufacturing from the global financial
and economic crisis, which marked a
turning point in the large economic cycle
and the beginning of the new sixth tech-
nological mode. Also the positive effect
of the rapid development of the textile in-
dustry is reflected in the growth of work-
ers welfare, which naturally effects the
product price. And this, in its turn, leads
to negative consequences, in particular,
the inability of Chinese textile enterpris-
es to use price competition on the world
market and the necessity to compete with
the newly industrialised countries, where
economic development is also based on
the faster growth of the textile industry.
Such new industrial countries include
those of Southeast Asia (Indonesia, Vi-
etnam, and Philippines) and South Asia
(Bangladesh, Nepal, and Pakistan),
where the wages are smaller, and there-
fore their textile products are cheaper on
the world market. Also it is necessary to
consider that technological mobility al-
lows competitors to invest and introduce
advanced equipment in a relatively short
period of time, thus the Chinese textile
industrial complex fails to compete due
to needed investments in material and a
technical upgrade. Another negative ef-
fect is the investment attractiveness re-
duction of the industry as a result of the
extending period of investment return
and reduction of investment profitability
in the upgrade and modernisation of the
material and technical base.

A peculiar feature of the global textile
industry, including the one in China, is
that within the change of phases of the
large economic cycles, the industry has
already passed the stage of active growth
and entered the stage of maturity, which
will inevitably be followed by recession.
This, in turn, will lead to either the need
for the diversification of production or its
radical renewal. Therefore a number of
Chinese textile producers have adopted a
strategy of globalisation, with its mobil-
ity of resources and technology, and have
begun to use comparative advantages —
locating production facilities in countries
with lower production costs (in the newly
industrialised countries).

However, this would not be enough to
ensure sustainable and competitive de-
velopment of China’s textile industry in
the new socio-economic environment.
For example, experts’ forecasts indicate
that by 2016-2020, the Chinese textile in-

dustry will be growing 9.5 - 10% a year
(to compare — the outlook for Europe and
North America for the same period is 3 -
4% per year) [10].

After 2020-2025, experts forecast a de-
cline in business and economic activity
in the Chinese textile industry. Thus if we
correlate comparable values, the dynam-
ics of the large economic cycles (accord-
ing to N. Kondratiev [16, 17]) and those
of the life cycle of the textile industry of
China, we can see that starting in 2020 -
2025, the Chinese textile industry in its
development would be in conflict with
world economic development (Figure 4).

The disagreement between the dynamics
of the large economic cycle and Chinese
dynamics will cause a high probability
of risk events within the industry. Ac-
cording to that mentioned above, as well
as taking into consideration the effects
of the Chinese yuan rising against the
US dollar and the increase in wages of
Chinese textile industry workers, it is
necessary to find new ways (factors) of
intensification of Chinese textile industry
development. Moreover these factors or
ways of industrial activity intensifica-
tion in the industry considered should be
based on technological, organizational,
and managerial resource-saving innova-
tions to make the products more likely to
compete in terms of price and improve
their quality and popularity. These ac-
tivities should be carried out both on the
national level, industry-wide, and on the
level of individual enterprises [18].

It is possible to determine a number of
factors and conditions whose successful
development together with an innovation
activity increase will form the basis of
stability and competitiveness for the Chi-
nese textile industry (see Table 1).

Thus an increase in the competitiveness
and sustainability of the textile industry
in China can be achieved by a combina-
tion of factors and conditions that must
be established at all hierarchical levels:
from government regulation of the in-
dustry to the management of individual
enterprises within it [21, 22]. The imple-
mentation of measures and successful
development of factors contributing to
improving the competitiveness and sus-
tainability of the socio-economic devel-
opment of the textile industry of China
will provide for a consistent change in
the trend of the life cycle of the industry
and large economic cycle [23], according
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to the sixth technological mode. This, in
turn, allows for the leveling off of risks
of textile industry activity, thus contribut-
ing to the successful overcoming of the
remaining recessionary trends.

B Summary

Thus, based on the above, we can con-
clude that the main problems causing
an adverse effect on the sustainability
development and competitiveness of the
Chinese textile industry, being a typical
impact of economic dynamics with the
acceleration of new technological pro-
cesses, are:
inconsistent growth in domestic de-
mand for local products, determined
by the competition of relatively cheap
imported goods of light industry;
excessive focus on the export sector,
and the lack of effective control of the
import-export of textile raw materials
and products;
the decline of the Chinese national
natural resource base necessary for the
production of textile products;
technological and  organizational
bond-breaking processes between in-
dustrial enterprises and agricultural
producers of raw materials;
the technical and technological back-
wardness of the enterprises, the lack
of own financial resources, and lack of
access to bank loans, which are neces-
sary to upgrade manufacturing.

Nowadays a Chinese industrial textile
complex has new opportunities for sus-
tainable development due to innovation
diffusion, aimed at competitiveness im-
provement of the industry according to
national interests. These opportunities
include:
improvement of the textile industry’s
provisioning system with necessary
raw materials, including through di-
versification of the resource base;
stimulation of business, economic,
and research activity in the field of po-
tential national capacities in the pro-
duction of chemical yarns and fibres;
assistance in the creation of sectoral
and cross-sectoral research and pro-
duction structures and clusters based
on a complete technological cycle, as
well as technical and technological re-
newal of production;
assistance in the normalisation of
export-import relations in the indus-
try, assistance in the creation of equal
conditions for competition between
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Figure 4. Correlation of the dynamics of the large economic cycle (according to N. Kon-
dratiev) and the life cycle of the textile industry of China (until 2035).

Table 1. Factors and conditions providing reliability and competitiveness improvement of
China's textile industry [19, 20].

Group of factors

o, Factors and condition specifications
and conditions

lobbying the textile industry at legislative and executive levels of government

Socio-political
factors and
conditions

legislation that fully meets the requirements of the labour protection service in the
textile industry, functioning and safeguarding the rights of employees

maintaining the stability of the geopolitical and economic situation combined with
stimulation of life-style improvement

open barriers from entering the industry; expanding the domestic market as well
as those located-outside

give preferential treatment to industry investments and enhancement of

) technology transfer by means of scientific development assistance
Macro-economic

factors and
conditions

formation of new requirements for environmentally safe operation and industry
development

stimulation of the activity of small and medium-sized businesses in the context of
foreign economic activity deployment

availability of a state program for the development and support of the textile
industry

increase in the innovation activity of textile enterprises and development of new
forms of inter-firm cooperation

stimulation of value-related competitiveness, instead of price-related

Micro-economic competitiveness of textile products in the world markets and inside the country

factors and - B ; - - -
conditions increase in business activity and active promotion of new products on the markets
formation of sufficient financial provisioning of companies in the industry through

the development of a mechanism of interaction with financial institutions, primarily

banks and pension funds

national Chinese and imported textile
products;

creation of favorable conditions for at-
tracting investments in industry inno-
vations, including through intensive
development of public-private part-
nerships [24].

Taking into consideration current macro-
economic risks and trends transforming
global socio-economic relations, we can
define the following strategic objectives,
the achieving of which will assure the
sustainable development and competi-
tiveness of the Chinese textile industry,
under circumstances of intense external
economic and technological changes:
firstly, the active implementation of
technological and managerial mod-
ernisation of certain manufacturing

together with new textile enterprise
deployment located in close proxim-
ity to raw material areas, which will
reduce production costs and maintain
the possibility for price competition;
secondly, ensuring there is price com-
petition as well as the value-related
competitiveness of Chinese textile
products on the world markets by
technological improvement of pro-
duction and state regulations strength-
ening the industry in order to maintain
its sustainability;

thirdly, involving foreign textile com-
panies in the small and medium-sized
business segment, which will allow to
diversify the specificity of develop-
ment of the industry and maintain its
quick adaptability to superficial eco-
nomic changes;
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fourthly, the development of reserves
for sustainable growth and develop-
ment of the textile industry through
the use of integrated management
tools at the national level and that of
individual enterprises within the in-
dustry;

fifthly, popularisation of national tex-
tile products on the domestic market
and lobbying Chinese textile manu-
facturers to maintain their ability to
compete against imported goods.

The theses and recommendations men-
tioned above are aimed at assisting in the
sustainable development of the national
textile industry of China as a whole and
can be also used to improve other sec-
tors of the consumer goods industry. At
the same time, active support for sustain-
able and competitive development of the
textile industry in China allows to create
a new margin of safety for the Chinese
economy and secure unconditional lead-
ership for the textile industry in the long
term.
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