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EU Market trends and requirements
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DEMAND AND GROWTH
TRENDS IN EU MARKETS



Putting things in context I EU garments & textiles

1. EU 2012 import: EUR89.6bn , of which textiles
accounted for EUR24.4bn and clothing EURG5.2bn

2. Rising costs and alternate sourcing
3. A drive towards sustainability at the global level
4. Looking at new sources

Want long term strategic relations
Looking for VALUE

MAIN element : Compliance and
standards and partnerships!




Market intelligence on EU for garment
manufacturers (CBI) based on consumers

A European competition - new boost - new member states in EU
A Economic downturn - a positive and negative impact
A New countries being explored for partnerships and outsourcing,

A new advanced materials will be used in clothing and new key
target groups will emerge (+50, new yuppies, eco-chic, etc.)

A Distribution - a multi -channel model and new sources of influence
social media (e.g. bloggers , environmental organisations)

A Major polarisation ,the role of corporate responsibility (CR)is
unavoidable with regard to both environmental and social impact

A The industry is trying to move towards chemical -free production |,
reducing the role played by transportation and having a clean and
ethical production proces



Clothing expenditure in the EU27 market is expected to

grow to reach  1309.9bn in 5 years between 2012 -17.
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Several Eastern European countries show high
growth potential

A Poland leading the way with an
increase of approximately 29%
between 2012 and 2017

A Western / Central Europe, the
UK shows one of the highest
expected increase in spending,
followed by the Scandinavian
countries, Germany , BENELUX
and France.

A ltaly and Ireland area amongst
the lowest performers.

A The poorest performers and
high risk is seen in the
markets of Spain, Portugal and




Buying behavior and category
trends

A Menswear is key category for
driving growth in EU 2014 I 19

A Germany largest market share in
EU

A UK highest growing in western EU

A Online buying - big trend with
consumers

A More fashion conscious and
demanding consumers

A COMPLIANCE IS CRITICAL!




Segment Privduct Type of store Brand Fashion Frice
names importance importance
Upper-mid High-guality Specialty Levi's, Fashion content is Mot as
market materials and stores, Guess, very important as important as
segment (I} design, broad range | department Massimo well as perfect fitting | fashion
of designs and stores, Ciuth content amd
fashion themes; manufacturer's fitting
brand name is direct stores
important
Middle price Good quality, both Specialty Esprit, Good fitting and Price
segment (1) trend-following or stores, e, average good style thresholds
classic assortment, deparfment Zara, important; must be
branded clothing stores, onfine recognizable brand observed
and mail order name
Low to Basic quality, limited | Specialty Marks & Depending on Price is
middle price range of designs stores, vanety Spencer, retailer (C&A and important
segment (1) and guality; store, value HE&M, H&M are wvery
followers of latest retailers CEs, different in business
fashion tremds Topshop, model), collections
TH Maxx can be standard or
include a wide range
of styles; collections
are available in
different matenals
Low or very Basic or low guality., Discounter, Fetailer's Standard products, Wery low
low price special sales or super and bramd / na or liitle fashion prices
segment (V) offers of hypermarkets, Sainsbury, content (special
inexpensve strest markets Tesco prices)

producis




Private label manufacturer vs

brand building

With increase in value,
there is a greater complexity
Of operations & with that
more responsibilities to the
end consumer

COMPANY KEY FACTORS VALUE
STRATEGY

DEVELOPING A Strategy + Marketing and

BRAND communication + all (design
collections) A

DESIGN Retail trends + knowledge of sales

COLLECTIONS channels such as sales reps and
agents/showrooms/marketing
agents/company presence in target
market(s) + participation in
marketing events (all DDP)

CONTRACT MANUFACTURING / PRIVATE LABEL

DDP + partnership | Price + productivity capacity + raw
material knowledge + raw material
supplier access + design
understanding of trends

FOB + product Price + productivity capacity + raw

design and material knowledge + raw material

development supplier access + design
understanding of trends

FOB + product Price + productivity capacity + raw

design and material knowledge + raw material

development supplier access + design

understanding

FOB (manufacturer
+ sourcing)

Price + productivity capacity + raw
material knowledge + raw material
supplier access

Only CMT
(manufacturer)

Price + Productivity + capacity + trim
machines

CM (only cut and

Price + productivity

sew)




Brands vs Manufacturers:
channel

Suppliers with own brands for high end:
- Longer channel
- Producer > importer/wholesaler > agent > retailer

Suppliers wishing to work as manufacturers:
- Shorter channel

- Producer > retailer

OR

- Producer > agent > retailer
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EU market requirements



Putting things in context I global garments &
textiles

1. Legal requirements

Legal requirements set the basis for what requirements
products marketed in the EU must meet. Products that fail to
meet these requirements are not allowed into the EU market.

2. Non legal requirements

Additional requirements go beyond legislation, as
companies can go further than legislation in their requirements.
The main categories of additional requirements are environmental
requirements and social (labour) requirements.



The importance of legal
requirements 1 example 1

Product: Women’s trousers

Date: 2011

Notifying country: Poland

Country of origin: China

Reason: The product poses a chemical risk because it
contains 18omg/kg of formaldehyde.

Measures: Voluntary withdrawal from the market.

Relevant legislation: National legislation




The importance of legal
requirements 1 example 2

Product: Children’s dress

Date: 2011

Notifying country: Bulgaria

Country of origin: China

Reason: The product poses a risk of strangulation and

injuries due to the drawstrings in the neck area
which could become entangled in fixed objects

when the child is moving.
Measures: Sales ban, withdrawal from the market and
recall from consumers ordered by the
Relevant legislation: authorities.

EU legislation on safety of children’s clothing /
standard NEN-EN 14682




Non legal requirements

Broadly speaking non-legal requirements can be divided into two categories:

a Environmental requirements

@ Social requirements (labour standards)

http://  www.cbi.eu /system/files/ marketintel /Buyers__ requirements_Apparel.pdf



Environmental requirements
They are often covered by legal
restrictions on the use of certain
chemicals (azo dyes),

- standards, covering labour rights and
' occupational health and safety (OHS).




CSR Today

Ethical Fashion is growing

ASocial and environmental issues
AHigher social and environmental
Awareness consumer

AExpected hlgher personal well-being

throu h the absence of noxious chemicals
In the end-product



Importance of NGOs and
organisations

Brands are collaborating with
NGOs and non -profit
organisations to build their own
CSR programmes

Legal requirements

Child labour

Safety

Workers' rights

Factory conditions

Housing conditions
Environment

Monitoring and enforcement

it iz easier for consumers to make an
ethical choice of brand in a world that is
becoming increasingly difficult to navigate

workers and the environment are less
exposed to hazardous chemicals

countries with poor legislation or
enforcement benefit positively from
cleaner chemical practices

chemical exposure during laundry
and use is reduced

retail companies and fashion brands,
including their supply chain, benefit
from reduced environmental impact

Quotes H&M referring to
Greenpeacebs Toxic
Hartmann

H&M basic requirements for
suppliers



Key certifications & standards
organisations in Europe

A BSCI Some of these are certifications
AETI while others are operated as

A SA8000 standards set through

AWRAP organisations and foundations

A Made-BY which have labels with base codes
AILO which several retailers and brands
A SAC sign up to and recognise



Big vs small manufacturing
les

Certifications for big manufacturing companies 17 1LO,
SA8000, WRAP, ETI, BSCI, FLA,

Certifications also possible for small manufacturing
companies 1 ILO, ETI, BSCI, FLA

A CODES of CONDUCT and CSR programme compliance
required for brands with their own programmes

A Must check which companies have signed up and accept
which certifications and identify certification which is
most relevant



Social responsibilities

Example : Buyer social T EU

| n - faCtO ry Figure 51. Recommended dimensions for seated tasks

audits will
require
compliance!!

Work surface
thickness:
5 cm maximum

Thigh
clearance:
20 em minimum

The next set of

slides provide N
you with some beSround
images of DOs

and DONO Ts

Leg clearance:
40 cm at knee level
B0 cm for the feat

65-7T2 cmi

Seat height:

36-45 cm
{adjustable to each
worker)

Source: Rajesh Bheda Consulting 27




Source: Rajesh Bheda Consulting

min. 50 ¢m
above the
tallest worker

l Best: 100 cm

| Optimal working

nghrchhejr heghtafhe

:f;h;nhz‘ Knee [ handsis around

,’k. into dlsarance. I elbow level or

:;,z:,:?‘v;,m ‘ 10em Slightly below
(OUTi en |

designing the MiniRGR |

height of the
working surfocg

foot depth: min. 13¢m

Figure 7: Recommended dimensions for most standing tasks




