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Business stories to help understand how
to make it in the fashion industry
This e-book is part of the Diomedea E-books series which aims to convey important concepts in the
fashion industry by presenting true stories of companies in the sector.
The series are targeted at: entrepreneurs who are starting in the fashion industry or that have been
in this market for some time; managers from small to large companies who work in the commercial,
production or creative department; professionals who want to provide solutions at their workplace
while keeping the company’s balance; students who are willing to learn more about how this market
operates; scholars who are willing to understand the key concepts of the Hybrid Creative Products
theory and anyone who is interested in the fashion industry.
All e-books cover specific concepts based on the international HCP® (Hybrid Creative Products) theory
which emerged from the books written by its founder, Enrico Cietta.
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INTRODUCTION

INTRODUCTION

A

t a Paris Fashion Week edition, the head designer of the
Vetements brand, Demna Gvasalia, recruited forty young
Georgians for their spring-summer 2019 fashion show in order
to hold a runway protest show in memory of the Russian invasion in
Georgia in 2008. The episode gained further prominence since Demna
himself is from Georgia and had struggled for being a refugee child from
war at the age of 10.
The collection featured various insults in Cyrillic alphabet, Soviet
emblems, modern pieces and men wearing masks and other
sadomasochistic accessories.
“It is a very different way of working: it’s not just about making clothes.
I realized that I needed to tell a story, my story. That I needed to make a
film and not just a runway show. I went back to my roots, in my troubled
country,” explained the designer.
Demna’s speech and his fashion show portray a very present reality in
fashion: the connection with art. A fashion designer is often seen as an
artist, “the creative one”, one who manages to translate the spirit of
time into the tangible field. World-renowned and prestigious fashion
designers are often referred to as “geniuses”.
However, many fashion industry professionals look at Demna’s fashion
show, at its aesthetic elements, its criticism and overall statement and
wonder if they are part of the same “fashion” as Demna. After all, the
behind the scenes of a clothing manufacturer looks more like an auto
parts plant than any sort of “artistic” reality.

BACK TO INDEX

The truth is that fashion is neither merely art nor an industry. Fashion
is not just another industrial or creative sector, but a hybrid creative
sector, with unique operating rules.
For this reason, the fashion industry requires specific economics as well
as a unique management theory, because none of the theories currently
used by entrepreneurs and managers in the field or even by scholars
was created or developed in fashion.
However, if fashion is a special industry by its nature, then it is necessary
to develop a unique economic theory: the economics of fashion which can
provide us with an analysis and management theory that is different from
the other industries.
In this e-book, we introduce the HCP® (Hybrid Creative Products)
theory, which emerged from the actions and study of Enrico Cietta,
economist and international consultant who has been operating in the
industry for over 20 years. His books, translated in many countries,
have contributed to spread his theory, which is currently considered
as a reference in the business management of several hybrid creative
sectors, including fashion.
Here you will read some true stories that show the complexity of
the fashion industry – therefore, a unique approach is required to
understand its operation process.
We wish you a great reading!

Diomedea Team
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FASHION IS DIFFERENT, HAVE YOU HEARD?

w

hy do people buy clothes? Why are consumers willing to pay
more and more for products with less and less quality? Why
do people crave for innovation more and more and new products need to be made more often?
Oddly enough, entrepreneurs and fashion professionals are not
confident enough to answer these questions. Many would respond that
it is due to the existence of brands, but brands and reputation do not
give us complete answers. The source of all these questions lies in the
nature of the fashion product, which is a creative product just like music,
for example. However, the fashion product is a unique creative product.
In fashion, quality is a feature that can be measured in a physical and
tangible way. For example, it is possible to test the quality of a certain
fabric in terms of wash resistance. However, quality is not only objective,
but also subjective: the color, the modeling, the pattern among many
other features that make up a fashion product are perceived differently
by each person, as it depends on their personal tastes and culture.

The answers to our questions rely on the understanding of two
aspects that can be seen in fashion:
1.
“Fashion” items are increasingly dematerialized, that is,
the decision to purchase a fashion product depends less and less
on its tangible features and more and more on subjective factors.
Consumers are more aware of technical elements, buying less
and less for necessity and more and more for pleasure.

BACK TO INDEX
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2.
“Fashion” items are increasingly complex: more and more
variables are considered relevant when it comes to perceiving
the product. Until recently, the intangible value was essentially
represented by the brand; however, today, the brand is just one
of the several components included in the intangible value of the
product. Environmental sustainability, social responsibility, the
company’s background, sales points - these are all factors that
increasingly affect the consumer’s decision.

The consequence of these two factors in fashion was to provide the
final consumer with more subjective variables that influence the way
they perceive a fashion product. At the same time, this led to a major
growth in products of the so-called “same but different” market. The
connection between higher tangible quality and higher price has
nearly vanished.
The HCP® theory allows us to analyze this and other aspects that take
place in the industry through a different view on the product: neither a
creative nor a physical product, but a hybrid that has its own rules of
creation, production, sales and final consumption.

BACK TO INDEX
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BALANCING CREATION, PRODUCTION AND SALES

U

nderstanding how the film industry stimulates consumption, discussing a case of slave
labor scandal and the structure of a soccer team. These were some of the references
we have used in this e-book to explain how to find balance while building a value chain
in the fashion industry.

Keep reading to learn more about the four main mottos of the HCP® theory: (“1 does not equate
to 1”, “invisible costs”, “no one is a king in his kingdom” and “everything is created and everything
is destroyed”). Learn more about each one of them as we delve into some true stories.

BACK TO INDEX

9

INTERNATIONAL HCP® THEORY

BALANCING CREATION, PRODUCTION AND SALES

1 DOES NOT EQUATE TO 1: nothing linear works in fashion

S

urprising as it may seem, in many ways a fashion company is like
a soccer team. Whenever the team wins, the players’ skills are
praised. Whenever the team loses, the blame falls on the coach.
The product mix of a fashion collection works the same way. If the
collection sells well, the company’s business model is praised. But if
the sales are poor, usually the designer (and the designer alone) is seen
as the bad guy.
However, a soccer team does not exclusively consist of the right or
wrong choices made by their coach - it must also include an adequate
mix of players who do not always have the same skill levels, but who
must share a key feature: the ability to complement each other.

company’s total sales - and to several small-size stores - which would
account for most of the sales. The sales analytics would be performed
in the same way for many years: a listing of the product ranking from
the previous collection, from the top-selling to the lowest-selling
pieces in order to figure out the next collection along with the design
team. Naturally, the best-selling products would be back in the next
Therefore, if there are references in the collection that were exclusively
purchased by small retailers, these references tend to be left out of the
next collection. However, since the company is focused on small-size
stores, wouldn’t it be wiser to analyze the purchases made by small
retailers and the ones made by the midsize store chain separately?

In the same way that a soccer team is made of several players that hold
different positions and perform different roles within the team but work
together towards their victory, this also happens to fashion collections.
Think about those products that usually make it to the window display
at a store (innovative items), think about those pieces that keep
coming back collection after collection with little or no changes (basic
items), or even those products that are often called “differentiated” or
“showcase”(often considered the riskiest ones). In a way, those who
work in a fashion brand recognize these products in their collections
and can admit that many of them are created by the fashion design
team under these concepts. However, the sales analytics of these
products does not take that into account.
Let’s take an example: a certain fashion brand would supply their
products to a midsize store chain - which were less significant to the

BACK TO INDEX
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Using a linear sales ranking analysis prevents the company from
“perceiving” the different roles of their products within a collection:
some items are meant to meet specific customer profiles (to increase
commercial reach), others are meant to ensure production quota
(products with high sales volume and easy to make) and the list goes
on – you can add as many product profiles as you may need. The truth
is that in hybrid creative products 1 does not equate to 1 since each
function, each process, each customer plays a different role in the
company’s balance.

does not have to worry about scoring goals but defending his team
from the opponent players’ shots. A striker needs to focus on being
in the best position when he receives a pass from his teammate. Each
player has a specific role within the soccer team, and the same happens
in a fashion collection team.

Therefore, whatever is linear in fashion is often wrong. If we were to
say that every product should be equally rated, it would be like saying
that the defender of a soccer team must be evaluated according to the
same criteria as the goalkeeper or the team’s top scorer. A goalkeeper

You may be thinking ‘but this also applies to many other industries.’
Yes, but in fashion it applies with even greater force. The continuous
relationship between tangible and intangible value chains leads to
complex situations and, very often, decisions that aim at benefiting one
of the chains end up damaging the other (a lot). Therefore, in the HCP®
theory the following perspective is deeply emphasized: every hybrid
creative industry must continuously consider both value chains.

BACK TO INDEX

Therefore, designing different products in a collection is not enough –
the key is to analyze the performance of the products from different
perspectives, bearing in mind that 1 does not equate to 1.
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INVISIBLE COSTS:
the most important costs are the least perceived

I

n recent years, in several creative industries, the number of options
offered to their clients has increased exponentially: the film industry,
the music industry and the publishing industry have seen a steady
increase in the number of titles produced each year. The reason for
this was explained by some economists and it has to do with the fact
that, in today’s connected world, certain creative products (a fashion
trend, for example) are very quickly perceived as “old”, outdated. In this
way, companies are forced to constantly “stimulate” their consumers
with fresh ideas, creating the impression that something new is being
offered in order to replace the “old” items that have been previously
consumed. Since fashion is (also) a creative product, such increase in
the number of options has been implemented by many companies in
the industry.
But what is the maximum amount of offers you can make in a fashion
collection? To answer this question, it is necessary to review the
company’s business model and consider those costs that emerge from
a certain department or function but are only perceived in another the so-called invisible costs.
A certain fashion company that uses the on-demand model (a company
that sells their products through commercial representation) was
offering a collection with an average of 200 product references each
season. Over time, due to a higher market demand for products and
due to the difficulty of assertively anticipating which products were

BACK TO INDEX
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more reliable, the company decided to boost their collection and
started offering an average of 260 product references. Instantly,
almost every order started being delivered with delay.
If you have nothing but this information you may get quite confused,
because you need to learn more about the business model of that
company to understand what happened. Their production was
designed to receive orders and to only start the production process
when the number of pieces per reference reached 100. Quite simple,

BALANCING CREATION, PRODUCTION AND SALES

right? Customer orders would come in, the production team would
start adding up the number of orders and once they reached 100
pieces, the production of that model would then be authorized. It has
always been this way and it has always worked quite well.
What the company did not consider was that by increasing the product
offer by almost 30%, that would end up splitting the customers’ choices.
If previously the retailer would choose 8 t-shirts out of a 35-reference
offer, now he would choose 8 out of a 50-reference offer.
If you are thinking that they increase the number of references they
choose, you are correct, but this increase may not happen at the same
intensity, as we must remember that they have a preset purchase
schedule (and budget) that hardly changes in relation to the previous
purchase.
Let’s go back to our retailer and his 8 t-shirts: he usually buys an
average of 3 t-shirts per reference, sometimes picking the smaller
sizes, at other times picking the larger sizes in order to have a full grid
of t-shirts with different references at his store. Now with the new
50 t-shirt collection, he chooses 12 references, but he purchases an
average of 2 pieces per reference, setting up his size grid chart as he
would always do.
He follows this pattern and so does every other company’s customer.
What happens now is that the orders keep coming in at the production
department, but it takes much longer to complete the 100-piece per
model batch, resulting in late delivery of almost every order from that
collection, which leads to numerous customer complaints.
If you are familiar with this situation, you know it is easy to acknowledge
the problem, but it is not that easy to find the source of it. What is the

BACK TO INDEX
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cost of the late deliveries? What about the cost of having unhappy
customers? Hard to tell. But the root of the problem in this case is very
clear: the company has decided to increase the number of models in the
collection without properly analyzing the overall business model.

BALANCING CREATION, PRODUCTION AND SALES

model, that strategy will generate numerous invisible costs. At first
you may have more earnings, but your profitability rate will end up
decreasing – this is a very common reality in fashion businesses and in
every other hybrid creative industry.

Increasing the number of references is not wrong. It is natural that the
company seeks to meet market demands in order to remain relevant
to their customers. However, internally, the company must always
consider which are the invisible costs related to any changes that may
occur.
Invisible costs are hard to calculate, but they are widely present in the
fashion industry and are often much higher than direct costs. Precisely
because of their very nature, they are also hard to quantify, as their
price is not immediately measurable in monetary value. We can only
perceive invisible costs when we look at the overall set of functions and
processes of a company. The HCP® theory also uses this perspective
in between functions (not only within functions), which helps the
company to identify invisible costs.
Increasing the number of references in a certain collection is just one of
several factors that can generate invisible costs for a fashion company.
When we provide consulting services, we see that companies have
more and more a unique complexity showing that what generates
invisible costs for one, can work quite well for others. Opening a retail
store, creating a second brand, starting an e-commerce and expanding
commercial reach across state lines are some of the several strategies
a company can adopt but this must be included in the company’s
business model.
A strategy can be copied but a business model can never be copied. If
you copy a strategy - even if it is a successful one - into your business

BACK TO INDEX
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NO ONE IS A KING IN HIS KINGDOM:
overall balance is key

“N

obody warned the people upstairs”, said the production
manager while looking down in dismay at two of his
production lines: one was overloaded and the other was
idle. The commercial manager at the other end of the call could not
understand why his store hadn’t received new products in the past 15
days, taking into consideration the fact that the company would launch
new collections every week. Everyone was working at full speed, the
stock at the distribution center was crammed with products but efforts
did not seem to be enough to catch up with the weekly collections and
the problem was already turning into a snowball.
I will explain to you what was happening in this company: “the people
upstairs” is the fashion design department whose office was located
at the top floor of the plant. What the production manager was trying
to explain to the commercial manager was that, since the new head
designer had been hired, the fashion design department had changed
the way of creating collections. The board had approved the following
action that seemed to be much more efficient: the designers would
start drawing more sketches daily but they would have to complete
each clothing group before going on to the next one, that is: first they
would design all trousers, then all dresses, all shirts, and so on.

products to be made. Moreover, if this pattern was to be followed, the
production stage of a monthly collection would take much longer to be
completed as it includes dresses, shirts, trousers, among other items
that must be jointly shipped to the stores.
The people at the store were desperate - there were no new products
available to be offered to their customers since the stock levels of the
plant remained overloaded with trousers, but there were no dresses to
be shipped out.
In this specific case, the company’s business model provides for a
reserve stock to be used between the production team and the store - a
place to accommodate the different range of products that would be
delivered to the store at the same time. Many companies choose not
to work with this reserve stock which means that for these companies

However, what no one told the design department was that if every
trouser model that would be launched in a certain month got to the
production stage at the same time, one of the production lines would
be overloaded while the other ones would be idle, waiting for new

BACK TO INDEX

17

INTERNATIONAL HCP® THEORY

the problem would end up being passed on: the store would get new
products but all the trousers would have been received at the same time
on a certain month, creating competition between their own pieces of
trousers and a temporary shortage in other product lines. Either way,
the impact would affect their sales.
What was the company overlooking when they decided to change
the creative collection workflow? What we call “no one is a king in
his kingdom”, in other words, even the greatest efficiency in a single
department or action cannot be compared to the greatest efficiency of
the company as a whole.
In fact, the mistake made by the company’s design team was not related
to their creative workflow choice - actually, that workflow was the best
for them, but it was not the best for the company. However, the choice
they made had an impact on the efficiency of the production and sales
processes: the mistake of the design team was to think they were “king
in their kingdom”, when nobody can actually afford to do that nowadays.
What needs to be said - not only for the design staff, but to everyone in
the company - is that no job can be done with 100% efficiency without

BALANCING CREATION, PRODUCTION AND SALES

damaging the following one. In seeking maximum efficiency in product
design and trend following, the design department - in the abovementioned examples - ended up damaging the production and the
commercial sectors. However, if the design team was a little less efficient
from their point of view - making fewer models a day but submitting the
designs according to the usual collection workflow as well as balancing
the production processes - both production and commercial sectors
would have been more efficient in their jobs. “No one is a king in his
kingdom” is a great motto to understand that reaching a good balance
between sectors and functions in a company is always better than
reaching maximum efficiency within a single segment.
Again, one may ask: but can’t you apply this to any other industry? A
great local outcome does not always mean a great global one. True. But
in fashion this happens more often and more intensely. Since there are
two value chains, reaching maximum efficiency in one function often
corresponds to very high inefficiency in another. 100% efficiency can
be achieved by focusing on a single value chain, but that implies that
there would be a significant lost of value in the other chain. Therefore,
a decision that seeks maximum efficiency in a certain segment/function
is usually damaging to one of the two value chains and to one or multiple
other functions in the company.
In the present context, in order to achieve efficiency and comply with the
deadlines aligned with the competitive standards required by the market,
it is not possible to simply wait for failure and then make repairs. In fact,
we must anticipate how our choices of today may outline a strong
limitation on the choices that others will make tomorrow.
Therefore, each phase must “foresee” what happens in the next phase
(and in the other main functions), understanding how your choices limit
other people’s choices.

BACK TO INDEX
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EVERYTHING IS CREATED AND EVERYTHING IS
DESTROYED: manage your value chain

A

pps that review brands reputations and labels that reveal clothing
production chain. These are some of the tech solutions available
in the market with the main goal of providing transparency to the
consumer. The reason for that? One word: reputation.
When the newscasts report yet another case of labor in slave-like
conditions, you may think “once again” and maybe even get the impression
that the brand will get away with it, but this is not what has been
happening lately. More and more brands are suffering legal and economic
consequences for their “deliberate blindness”.
Brands are responsible for the suppliers they hire, and it is essential to
monitor them so that their pieces are not made in illegal conditions, thus
preserving their brand value. There is no point in spending millions on
building value in terms of marketing, product and sales processes if in a
few hours the brand can put it all at risk for being allegedly involved in
illegal labor practices.
Contrary to Lavoisier’s law of physics which states that “nothing is created,
and nothing is destroyed”, we usually say that in fashion “everything is
created, and everything is destroyed”. Value can be created in every chain
and value can also be destroyed in every chain.
Suppose there are two sales reps selling products from the same fashion
company, in the same state, with a similar-sized customer base. We
will call them James and Michael. Michael is a better representative in
terms of sales: he would make twice as much as James. However, out of

BACK TO INDEX
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a seasonal collection of 200 products, James would sell at least one piece
out of 190 products while Michael would sell at least one piece out of 100
products from the same collection. But how could one representative sell
at least 1 piece out of nearly the entire collection, while the other one
would only sell 1 piece out of one-half of the collection?
It is relatively common to hear from companies that use this business
model with representatives who, like Michael, pre-select the models they
will offer to their customers. He actually presents only a mini collection
out of that made by the designer. So, we can ask a second question here:
who is the designer in this company?
If you work or have ever worked in a company that sells on demand
(through commercial representation), you are probably mad at Michael
right now. But the truth is you shouldn’t blame him; he’s just trying to do
his best and, in the end, he sold twice as much as James. The responsibility

If we look more closely at this case, it is obvious that the designer
is not just the person who designs and creates the collection, but
also the representative who pre-selects and presents the collection to the customer. In other words: the company picks the
theme of the season, bears the costs of a design team that does
research and creates a beautiful 200-reference collection, schedules the purchase of raw materials for all models, does sample
making, fitting and produces a 200-reference showcase, but at
the end - at the end of this cycle of value creation - there is Michael, who has a specific creative process and anticipates, in a
way, the pieces that he believes will sell and which will not sell,
putting in his bag only the products he is convinced that will be
sold.

BACK TO INDEX
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for building a chain that creates value from start to finish does not lie with
Michael, but with the company.
Before you even say this is not something easy to do, I can understand
where you are coming from - I do not want to convince you that this is
an easy task. However, today, this is crucial for the survival of any fashion
company in the long run. If the company is unable to make the whole
chain of creation/production/sales creates value to the product, the exact
opposite will happen: at some point, certain phases of the chain may
undermine the company’s value chain - the value created by the designer
may be destroyed during the production phase (in the case of labor in
slave-like conditions) or during sales (in the case of the representatives
situation) - because each specific aspect of value is created (or destroyed) at
each phase of the process.
Again, why is this exclusive to fashion? After all, in other industries we can
also see situations where a certain phase destroys the value created in the
previous one. Once again, this is the answer: a hybrid creative industry has
two value chains, a tangible and an intangible one. The complex relations
that exist between these two chains in a hybrid industry like fashion make
this problem much more prominent than in other industries. Therefore,
destroying value is far more common (even making the “right” choices)
and the value that is destroyed is usually much higher (sometimes the
remaining value is near zero) in this industry.

BACK TO INDEX
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U

ntil recent years, people believed that the fashion industry
in economically advanced countries was destined to suffer
slow wear and tear until it would completely disappear. At the
time, many of us, students and industry experts, believed that it was
fortunate that fashion had been included in the cultural industries as
we thought this would bring a new perspective and that it would also
remove the idea that fashion was an outdated manufacturing industry,
transforming it into one of the “new economy” sectors. The time has
come to prove that we were wrong.
This journey had several positive aspects. However, we have
underestimated the fact that fashion is no longer just a cultural industry,
but it is also a manufacturing industry. We had not yet discovered, at
the time, how to find the right balance between the two, between the
“tangible” and “intangible” natures of the product.

FROM PRACTICE TO THEORY: THE HCP® THEORY

it is normal not knowing what to do” – based on that, improvisation
comes up as the most common code of behavior. We defend exactly
the opposite idea: precisely because fashion is unpredictable (due to
the complexity of its tangible + intangible hybrid natures), it is essential
to have a deep knowledge on how the market works: it is important to
know about the value chain, about consumer choices among many
other aspects that are part of the management of a fashion business
and that respond to different rules compared to other industries.
For those who wish to delve deeper into this subject, we have added
an appendix to this e-book with further information on the international
HCP® theory. However, if by the end of this read we manage to at least
raise the awareness that it is important to acquire a circular vision on
the three pillars - creation, production and sales – then the preparation
of this material will have been totally worth it.

Taking this into account, a new theory was born: the theory of Hybrid
Creative Products (origin of the acronym HCP®). As much as this all
seems to be very theoretical, in fact it is just a way of thinking and
seeing the reality that millions of people in the world experience every
day when they leave their homes and head for another day of work at
a clothing factory, a clothing store, a textile industry, a shoe factory,
among many other industries that fit this economic theory.
Since this theory is still quite unknown, many business strategies are
still largely based on the entrepreneur’s intuition and on the adoption
of models adapted from other industries – for example, production
models from the automotive industry that are brought into fashion.

Intangible/Creative Value
Tangible Chain

Intangible Chain

Tangible/Functional Value

But in most companies, there is a practice that is even worse
than adapting inappropriate management tools: “structural
unpredictability”. It is the idea that “if fashion is unpredictable, then
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CONCLUSION

T

he aim of this e-book was to introduce you to the HCP® (Hybrid Creative Products) theory, created
to target especially the fashion industry.

Here we have presented some (four) of its main pillars or mottos, as we like to call it: “1 does not
equate to 1”, “invisible costs”, “no one is king only within their own kingdom” and “everything is created
and everything is destroyed”.
If you want to go deeper into the HCP® theory, we invite you to check out the next chapter - in which
we have broken down some additional features of this economic theory - as well as the book “The
Economics of Fashion and Hybrid Creative Products” (2019), by author Enrico Cietta, the first book
to approach this theory.
Learn more about Diomedea and our connections at the end of this e-book.
Until next reading!
Diomedea Team
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APPENDIX

LEARN MORE

[Book] The Economics
of Fashion and Hybrid
Creative Products
(2019)

APPENDIX – HYBRID CREATIVE
PRODUCTS

I

n order to point out the differences between the manufacturing sectors and
the creative ones as well as to identify what makes the hybrid creative sectors
different, we have prepared a chart that compares each product feature in these
sectors. Often, when we intend to present brief concepts, we run the risk of being
superficial in some respects. Therefore, if you think this table is not enough to make
you understand the hybrid creative sectors, we kindly invite you to read the book
“The Economics of Fashion and Hybrid Creative Products” (2019).
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FEATURE

APPENDIX

MANUFACTURING PRODUCTS

CREATIVE PRODUCTS

HYBRID CREATIVE PRODUCTS AND FASHION

PRODUCT VALUE

It is developed in the tangible and
industrial production processes.

It is developed in the intangible
production process and in the
consumption phase.

It is developed in the tangible and intangible
production processes, in the industrial production
phase and in the consumption phase.

KEY FACTOR FOR
CONSUMER CHOICES

Utility and functionality.

Passion.

Utility, functionality and passion.

SALES POINT

The sales point is the place where
products and services are made
available.

The type and place of consumption
interfere with the product value, but
the product digitalization allows you
to completely ignore the physical sales
point.

The type and place of consumption interfere with
the product value but the inability to digitalize the
product prevents you from completely ignoring the
physical sales point.

KEY FACTOR FOR
CONSUMPTION

Utility maximization with the best
quality at the lowest price.

Search for innovation or equivalent
trends.

Search for innovation or equivalent trends. At the
same time, the cost/benefit ratio has a significant
impact.

DIFFERENTIATION OF
RISK

Production strategies aimed at
differentiating risks of specific
processes characterized by
uncertainty.

Product creation strategies aimed at
differentiating risks and balancing
trends and innovation.

Product creation and production strategies aimed at
differentiating risks. The higher costs of production
processes can be offset by lower risks of messing
up the product and vice versa; more basic products
justify the use of longer (and perhaps riskier)
production processes.

TIME VALUE

Time has little impact on the
product value; the value remains
pretty much the same over time.

Time is a critical factor on product
value: a product at different times has
different values.

Time is a critical factor on product value, but the
company’s technical abilities and industrial processes
impact the choices of what and when to produce.

SKILLS AND
PRODUCTIVE
PROCESSES

Skills and processes are usually
specialized. The separation of
processes is clearer and more
defined.

Creative skills must be heterogeneous
and, therefore, the creation of products
always arises from struggles and
compromises among the creative ones.

Skills must be heterogeneous, both productive
and creative ones. The creation and development
of products are always the result of struggles and
compromises between the creative and industrial
phases.

BACK TO INDEX
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CONTRIBUTION TO
THE PRODUCT VALUE

The value of tangible products
(quality, technical features) is
the most significant part, while
product innovation often goes
through technological innovation.

The value of intangible products
(content, meaning) is generated along
the intangible creation chain, while the
product (in the industrial sense of the
term) is created in a separate tangible
chain.

EVERYTHING IS CREATED, EVERYTHING IS
DESTROYED. None of the two (tangible and
intangible) chains exclusively aims at the construction
of the corresponding product value (tangible/
functional and creative). Both chains create both
tangible and intangible product value.

ORGANIZATION OF
THE CREATIVE OR
INNOVATIVE SYSTEM

The innovation system is
organized on PROJECTS or areas
of improvement, but most of the
time it relates to the company’s
ordinary process.

The creative system is organized on
PROJECTS (external to the company
or created for a specific product, for
example, a film).

The creative system is organized on PROCESSES
(within the company's process, for example, the
designer role in a fashion business).

SINGLE PROCESSES
AND PROJECTS

The product value is developed
in chains; each phase contributes
to a part of the value almost
independently.

Single processes are organized to
operate within a project. The production
of all the inputs is coordinated so that
they fit into a larger project.

Single processes are not independent from the others
and the decisions made reduce potential choices in
other functions. The interconnection happens both
within and between the tangible and intangible
production chains. This emphasizes the motto NO
ONE IS A KING IN HIS KINGDOM.

PRODUCT
DIGITALIZATION AND
DIFFERENTIATION OF
THE OFFER

A manufacturing product cannot
be digitalized, and its value is
predominantly technical; this
results in the need for more
limited differentiation.

Hybrid creative products cannot be totally digitalized
Cultural/creative products can be
digitalized, and this implies a wider offer but, at the same time, the value depends on intangible
features (creative ones, for example). This entails a
differentiation strategy.
more complex product differentiation strategy.

CUSTOMIZATION

Customization takes place in
the production phase through
tangible (and sometimes
aesthetic) changes in the product.

Customization takes place in the
consumption phase, that is, the
individuals arrange their choices of
consumption based on an original mix of
existing products.

CREATIVE AND NONCREATIVE INPUTS

Inputs are divided into creative Inputs are divided into creative and non- Inputs are divided into creative, non-creative and
and non-creative in a definite way. creative in a definite way.
partially creative along a continuum.

BACK TO INDEX

Customization takes place both in the consumption
(through diverse products arrangements) and in the
production phase (through tangible/aesthetic changes
in the product). The consumer becomes a co-author of
the product, both in production and consumption.
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VARIABLES THAT
DRIVE CONSUMPTION

The technical features of the
product are those that mostly
drive consumption.

Intangible or aesthetic meaning is
the dominant variable that drives
consumption.

There is a variable proportion between functionality
and aesthetics and between tangibility and
intangibility in consumption choices (for example,
the product must look good, but it must also be
comfortable).

CULTURAL CYCLE AND
HYBRID CREATIVE
CYCLE

In the production chain of
the manufacturing product,
innovation does not coincide
with the realization of the first
prototype.

In the cultural cycle, creation often
coincides with the realization of the
first prototype. Production is often a
reproduction (for example, the printing
of a music CD). Performance (of a song,
for example) is a way of consumption
and transmission.

In the hybrid creative cycle, creation does not
coincide with the realization of the first prototype,
which is a process with different purposes.
Production does not correspond to reproduction.
Performance is not a way of consumption but rather a
way of production.

SPACE IMPACT

The impact of space is relatively limited
The impact of space is high,
and usually acts only in the consumption
both on the consumption and
stage (performance).
production stage. Both products
and inputs must be available in the
same space.

The impact of space is high both on the consumption
and on the production stage. Both products and
inputs (even creative ones) must be available in the
same space.

EFFECTS ON THE
CONSUMPTION OF
OTHERS

The consumer is only rarely
The consumer is influenced by the
influenced by the consumption consumption of others (trend).
of others (for example,
adjusting to technological
standards).

The consumer is influenced by the consumption
of others (trend).

SALES
CONCENTRATION

Sales follow more predictable
and regular cycles. There can
be situations in which the
producer or the consumer has
more information about the item
than the other one: asymmetric
ignorance.

Blockbuster effect and the winner takes it all motto;
sales are concentrated on a few bestselling products,
yet some products sell slowly but continuously.
Nobody knows motto applies to some products.

BACK TO INDEX

Blockbuster effect and the winner takes
it all motto; sales are concentrated on a
few bestselling products. Nobody knows
motto: symmetric ignorance.
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T

he great differential of the international HCP® (Hybrid Creative
Product) theory lies on the fact that:

1.
It is aimed at the fashion industry and hybrid creative sectors,
having its origin in books written by its creator Enrico Cietta (“The
Economics of Fashion and Hybrid Creative Products”, among others);
2.
It addresses any issue within specific business models, that
is, it views fashion businesses as a point of balance between the three
pillars: creation, production and distribution/sales;
3.
It manages the balance between the intangible value chain
(brand, design, communication, marketing, etc.) and the tangible value
chain (modeling, raw material, industrial production, etc.)
In practice, the theory consists of analyzing the connections between

CREATION

PRODUCTION

SALES

BACK TO INDEX

the sectors of creation, production and distribution/sales: how these
sectors connect with each other, what advantages can efficient
connections between them bring to the company and, on the other
hand, what are the impacts for the company if this communication is
not carried out or if it is poorly carried out.
The HCP® theory therefore provides a look at overall business models.
It applies to all hybrid creative sectors, among which fashion is the
most significant. The hybrid creative sectors are those in which the
product value is developed both in the creative and intangible chain
and in the physical and tangible chain (manufacturing chain).
Cietta’s theory seeks to reveal the so-called “invisible costs”, those
costs that are not easily identifiable as they are conceived in between
functions.
This new way of thinking comes from a circular view on the main
functions of the product value creation (and therefore on costs), as
opposed to linear and sequential views that are not suitable for hybrid
creative products, which demand an overall view of the choices made
in each function.
You should not consider only the specific costs in a given function or
process: it is necessary to determine all the indirect costs generated
in other functions according to every choice that is made. Whatever is
decided in terms of sale, for example, does not exclusively impact the
commercial strategy but also on the costs of creation and production.
Similarly, decisions on creation or production impact other functions
of value creation. This is the differential of hybrid creative sectors.
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