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Introduction

THE textiles sector occupies a
prominent place in the Indian

economy in terms of its
contribution to employment,
exports and industrial output. The
Indian textiles industry and its
export competitiveness are the key
points of discussion of this study,
bearing in mind these facets of this
sector.

The sector’s contribution
towards the nation’s
employment, exports and total
industrial production is
significant. The sector provides
direct and indirect employment
to the tune of 45 and 60 million
people approximately in its
various stages and processes. It

contributes 12 to 13 per cent
towards total industrial output
and `2.55 billion towards the
country’s exports. Among the
noteworthy export categories are
those of cotton, natural and
manmade fibres, silk-based
textiles, knitted apparels and
accessories. The country currently
commands a share of about 6 per
cent in the global exports of textiles,
which pales in comparison to its
major competitors such as China,
Bangladesh, Vietnam, Sri Lanka
and Pakistan. Among the major

export destinations of the country’s
textiles exports are the European
Union (EU), the USA and the
Middle East (Kanupriya, 2021; PIB,
2020).

Table 1 depicts some of these
facts in a concise manner.

As depicted in Table 1, the
share of textiles industry in total
industrial output is about 13 per
cent from 2016-18. From the same
table it is evident that the sector
contributes between 2.65 to 2.55
billion Rupees for the period 2016-
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TABLE 1

FACT BOX OF THE INDIAN TEXTILES INDUSTRY

Year Share of Textiles Industry Contribution to
in Total Industrial Output Total Exports

(%)  (`̀̀̀̀ billion)

2016-17 12.65 2.65

2017-18 12.9 2.55

Source: PIB (2020).
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18.  After describing the output and
employment contributions of the
Indian textiles sector, it is imperative
to discuss its performance on the
front of exports.

As evident from Table 1.2, India
is a relative underperformer in the
global textiles exports, when it comes
to its share in total world trade in the
commodity group.  Its major
competitors namely, Bangladesh,

Vietnam, Pakistan, China and Sri
Lanka seem to perform well in terms
of shares (in percentage) in global
trade of their exports.

Graphically, the comparative
export performance could be
depicted with the aid of Figures 1.1
to 1.5 over the period 1988 to 2018.
This enables a more lucid positioning
of the Indian textiles sector viz-a-viz
its major competitors.

As the figure depicts (Figure
1.1), China has performed better
than India in terms of its shares in
the global textiles exports over the
period 1993 to 2018.

As the figure depicts (Figure
1.2), Vietnam has performed better
than India in terms of its shares in
the global textiles exports over the
period 2004-05 to 2018.  This is in
large part attributable to the

TABLE 1.2
COMPARATIVE EXPORT PERFORMANCE (IN TERMS OF EXPORT SHARES) OF INDIA’S MAJOR

COMPETITORS FROM 1988 TO 2018 (IN PERCENTAGE)

Year Country

Bangladesh China India Pakistan Sri Lanka Vietnam

1988 NA NA 23.64 NA NA NA
1989 62.52 NA 25.29 NA NA NA
1990 70.04 NA 29.11 NA 35.84 NA
1991 73.11 NA 29.11 NA 42.69 NA
1992 75.01 31.04 29.65 NA 52.22 NA
1993 76.01 30.68 27.52 NA 51.82 NA
1994 NA 30.49 28.94 NA 51.04 NA
1995 72.81 26.21 27.04 NA NA NA
1996 77.35 25.27 28.81 NA NA NA
1997 81.02 25.57 28.37 NA NA NA
1998 85.08 23.78 28.45 NA NA NA
1999 NA 22.74 28.19 NA 56.67 NA
2000 84.30 21.49 27.59 NA 58.24 14.87
2001 85.21 20.47 25.28 NA 56.63 14.92
2002 85.37 19.36 23.43 NA 53.95 18.58
2003 86.39 18.31 21.77 73.01 55.66 19.79
2004 84.53 16.28 19.35 71.54 54.10 18.67
2005 83.04 15.33 17.53 67.97 49.67 16.87
2006 85.18 15.06 16.24 68.28 48.19 16.90
2007 81.65 14.27 14.78 63.85 45.15 18.23
2008 85.93 13.18 12.86 56.10 44.94 16.65
2009 87.78 14.08 12.81 58.08 48.90 18.69
2010 87.43 13.28 12.63 57.01 45.31 18.86
2011 88.42 13.30 11.40 56.18 45.26 17.70
2012 87.81 12.63 11.64 55.08 46.39 16.22
2013 87.76 13.02 12.31 57.21 48.64 16.66
2014 NA 12.90 12.53 58.57 47.29 17.16
2015 89.87 12.64 14.48 61.39 49.79 17.19
2016 NA 12.70 14.01 63.36 50.10 16.63
2017 NA 11.95 13.00 62.13 46.48 15.11
2018 NA 11.25 11.79 60.04 NA NA
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complete phase out of the Multi-
Fibre Agreement (MFA) in 2004-05,
thereby providing a fillip to exports
from developing countries like
Vietnam.

As the figure shows (Figure
1.3), Bangladesh has performed far
better than India in terms of its
shares in the global textiles exports
over the period 1988 to 2018.

As the figure portrays (Figure
1.4), Sri Lanka too has out-
performed India in terms of its
shares in the global textiles exports
over the period 1988 to 2018.

As the figure represents (Figure
1.5), Pakistan has consistently
performed better than India in terms
of its shares in the global textiles
exports over the period 2003-18.

Clearly, it is quite evident from
the Figures 1.1 to 1.5 that the Indian
textiles industry has scope for a lot
of improvement when it comes to
export performance and by
implication, export competitive-
ness viz-a-viz its major competitors.

Given the immense importance
of this industry in India’s economic
landscape, a brief description of the
degree of competitiveness within
the same shall be helpful to lend
credence to this analysis.

Competitiveness within
the Indian Textiles
Industry

Competitiveness as a principle,
includes some myriad other
concepts, chiefly geographical
spread and dynamism of exports,
product combination and level of
specialization of exports, technical
and skill levels across the industry
as also efficiency, which in turn is
influenced by the cost of production,

delivery timetables, dependability of
producers; and the image of the
product brand and the exporter
nation in the minds of importers.
Jointly, these enabling factors explain
the attractiveness of an export
product category to compete in a free
market economy (Verma, 2002 and
World Bank, 2020).

Export competitiveness aids
nations to boost their lax
performance on the export front by
improving those areas in which
they lag than the rest.

In terms of export
competitiveness in textiles products,
India has a rather low Revealed
Comparative Advantage (RCA)
value when compared to its peers.
The RCA has proved to be a useful
measure of a country’s export
potential and concomitantly, its
export competitiveness. It is defined
as the share of the country’s exports
of the product group under
consideration (Xij / Xit) divided by
the share of global exports in that
class (Xnj / Xnt).  Here, Xij refers
to the exports of a ‘j’ commodity/
industry group, say the textiles
sector commodity group of ‘i’
country, say India. Xit refers to the
total exports ‘t’ of the country ‘i’,
India. Similarly, Xnj refers to the
global exports of the textiles
industry where, ‘n’ denotes global
and ‘j’ denotes the commodity
group. Likewise, Xnt denotes total
global exports, with ‘n’ denoting
global and ‘t’ denoting total exports
of all the product categories. An
export product category is revealed
preferred if, the value of RCA thus
calculated as defined in the
formula in the preceding lines is
more than one or unity. If the RCA
value is less than one, then the
country has a revealed

comparative disadvantage in that
product group or industry. The
RCA value for India’s textiles
products is positive but
significantly lower than its
competitors. For 2016 (the year for
which figures are available for all
the competitors), it was around 2.8
as compared to 19 for Bangladesh,
13.7 for Pakistan, 3 for Vietnam and
2.5 for China, indicating an
insistent need to augment the
country’s export attractiveness in
textiles at par with its competitors
(WITS, 2020; World Bank, 2014).

Figure 2.1 depicts the compara-
tive positioning of Indian textiles
viz-a-viz its major export
competitors in terms of the
Revealed Comparative Advantage
(RCA) metric.

Clearly, the Indian textiles
industry is a relative underperfor-
mer in terms of the RCA metric
from the period 1988 to 2018 when
compared to its major competitors.

As far as the performance in
the Indian textiles industry in terms
of competitiveness is concerned, it
is to be mentioned that the sector
lags on the parameters of supply
chain efficiency, especially in the
wake of its fragmented nature on
factor and raw material fronts. The
other major constraint pertains to
the conversion efficiency in the
sector, which is relatively low
owing to lack of significant
technological upgradation. For
example, the level of technology
employed in the weaving segment
of the country’s textiles industry is
not upto date as compared to
global standards (Swanson et al.,
2017; Verma, 2002).

The other major factor for the
relative underperformance on the
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FIGURE 1.2
INDIAN AND VIETNAMESE TEXTILES EXPORT SHARES

export competitiveness front
pertains to the mismanaged
organization of functions and tasks
or OFT in the Indian textiles sector
as compared to its peers. Studies on

the buyers’ opinion of India as an
export seller disclosed that while
India was viewed satisfactorily on
factors like charges, attributes,
know-how, tractability and order

capacity, it was viewed
unfavourably on delivery timeli-
ness, receptiveness, customer-
seller interface, dependence and
ethical criteria. Most essentially,
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FIGURE 1.1
INDIAN AND CHINESE TEXTILES EXPORT SHARES
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FIGURE 1.3

INDIAN AND BANGLADESHI TEXTILES EXPORT SHARES

Source: World Integrated Trade Solutions (WITS).
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FIGURE 1.4

INDIAN AND SRI LANKAN TEXTILES EXPORT SHARES

Source: World Integrated Trade Solutions (WITS).
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FIGURE 2.1
A COMPARATIVE LINE GRAPH OF RCA IN INDIAN TEXTILES EXPORTS AND ITS MAJOR COMPETITORS

Source: World Integrated Trade Solutions (WITS).

FIGURE 1.5

INDIAN AND PAKISTANI TEXTILES EXPORT SHARES

Source: World Integrated Trade Solutions (WITS).
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there is a need to improve the
country’s rank in important global
competitiveness indices such as the
Global Competitiveness Index,
released by the World Economic
Forum annually. As per the latest
available rank for 2017-18, India
stands at 68th position out of 141
countries in the index. Areas needing
major policy attention are health and
primary education, macro- economic
environment, labour and goods
market efficiency, technological
readiness and infrastructure.  While
these factors may not be completely
related to the Indian textiles
industry, performance on their front
does impact the overall scenario in
the sector in terms of its
competitiveness, since, several of
these concerns see an overlap with
those experienced by the Indian
textiles industry (The Economic Times,
2019).

With relatively upgraded
technologies in the powerlooms,
better integration of the labour and
factor markets, better organization
of functions and tasks and
improving performance on the
various competitiveness indices, as
also greater access to export
markets brought about by the
implementation of different
Regional Trade Agreements
(RTAs), the performance of India’s
export competitors is at best
superior, especially of China,
Bangladesh and Vietnam.

Schemes and Policies of
the Government of India
for the Indian Textiles
Industry

The Indian Textiles sector has
time and again attracted the
attention of the Government of

India, given its pre-eminence for
the country’s employment, output
and export potential. Some of the
major policies announced for the
sector recently could be listed and
explained as below:

• Amended Technology Upgra-
dation Fund Scheme (ATUFS)
that aims at modernization of
obsolete technology of the
Indian textiles industry and
create further employment in
the same (Ministry of Textiles,
Government of India, 2020).

• Scheme of Integrated Textiles
Parks (SITP) aims at providing
subsidy to establish Textiles
Parks for generating infra-
structure and employment
opportunities (ibid).

• Scheme for the development of
Knitting and knitwear sectors to
increase production and
employment in the same (ibid).

• Samarth or the Scheme for
Capacity Building aims at
imparting skills and training to
the Indian youth. The scheme
targets a National Skill
Qualification Framework
(NSQF) compliant skilling
course and curriculum. It is
hoped that this would help in
upgrading the technical know-
how of the employees in the
organized textiles sector (ibid).

• National Handloom Develop-
ment Programme (NHDP) aims
at the all round development of
the handloom sector in the
country by leveraging both
input and output linkages in the
same (ibid).

• National Handicrafts Develop-
ment Programme (NHDP) aims
at all-inclusive development of

the handicrafts sector through a
combined effort by providing
both product development and
marketing incentives (ibid).

• PowerTex India aims at securing
cheap credit and infrastructural
development of the Indian
textiles sector by way of
investments in loom upgra-
dation (ibid).

• Silk Samagra has been launched
with an exclusive focus on the
silk sector, with an eye on the
North-Eastern region of India
(ibid).

• Jute ICARE has been launched
for improving the socio-
economic conditions in the
Indian jute sector (ibid).

• Integrated Wool Development
Programme (IWDP) aims at
comprehensive development of
the Indian woollen industry
(ibid).

• North East Region Textiles
Promotion Scheme (NERTPS)
targets at comprehensive
development of the textiles sector
in the North East in terms of credit
access, product development and
market access (ibid).

• Apart from the above schemes,
the Government has been taking
various other initiatives for
increasing the competitiveness
and exports of the Indian textiles
sector including for the knitwear
and handloom segments. Some
of these schemes could be listed.
The Special Package for
garments and made-ups sectors,
namely, Rebate of State Levies
(RoSL), additional incentives
under Amended Technology
Upgradation Fund Scheme
ATUFS, Labour Law Reforms
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and relaxation of Section 80JJAA
of the Income Tax Act. The RoSL
scheme has been replaced by the
new RoSCTL (Rebate of State
and Central Taxes and Levies)
scheme (ibid).

• The Merchandize Exports from
India Scheme (MEIS), the
Market Access Initiative (MAI)
Scheme and the Benefits of
Interest Equalization Scheme
(BIES) are some of the other pro-
textiles manufacturer-exporter
schemes. Also, to reduce the
costs of the garment industry,
GST rates on manmade fibre
yarns have been reduced from
18 to 12 per cent (ibid).

• All in all, there is a special focus
of the Government of India on
the traditional handloom and
handicraft sectors including silk,
wool and jute industries given
their importance for
employment and exports (ibid).

However, it must be noted that
the Indian government has decided
to remove the benefits of the MEIS
or the Merchandize Exports from
India Scheme on exports of made-
ups and garments with retrospective
effect, viz. from March 2019, thereby,
proving detrimental to the prospects
of the Indian textiles industry.
Meanwhile, India’s competitor
countries like Pakistan, Bangladesh,
Vietnam and Turkey are enjoying the
benefits of the Generalized System
of Preferences (GSP) with the
developed countries like the
United States of America,
providing a challenge to the
growth of Indian exports. Thus,
India’s exports of made-ups and
garments that became beneficial
only because of incentives like the
MEIS, have now taken a hit. Add

to that other challenges in the
offing, viz. the Coronavirus-led
global demand contraction and the
repercussions of the US-China
trade war. Another very important
challenge before the Indian textiles
sector is the presence of high
import duties in the developed
country markets that put its textiles
products at a disadvantage when
compared to its major competitors
(Chauhan, 2020).

Government Schemes to
Boost Export Competitive-
ness of the Indian Textiles
Industry

The Government of India has
taken several measures for
improving the competitiveness of
the Indian textiles exports. Some of
these measures could be listed as
follows:

• The Government has
implemented several export-
friendly schemes including
incentives under its flagship
Focus Market and Focus Product
Schemes; aimed at raising India’s
share in various countries
through their focus on
employment and export intensive
products. Financial assistance is
being provided under this scheme
to the country’s exporters,
especially to those in the rural and
semi-urban areas (Ministry of
Textiles, Government of India,
2020).

• The Market Development
Assistance (MDA) Scheme aims
at providing financial aid for a
range of export activities (ibid).

• The Interest Subvention Scheme
(ISS) on export loans was
available to certain specific

export segments like handicraft
and garments (ibid).

• Duty Drawback Scheme aims at
providing duty rebates on
materials used in the
manufacturing of export goods.
The exporter can claim refund of
duties paid by his or her
suppliers (ibid).

• The Export Promotion Capital
Goods (EPCG) Scheme aims at
facilitating cheap imports of
machinery and equipments so as
to enable quality production of
exportable goods (ibid).

• Packaging Guarantee Scheme
(PGS) aims at timely and
adequate credit facilities at the
pre-shipment stage so as to
enable exporters to realize their
true export potential. This
scheme serves as a bank
guarantee in wake of non-
payment of liabilities by the
exporters (ibid).

• The Advance Licence Scheme
(ALS) allows duty free imports
of inputs physically
incorporated in export products,
on the basis of SION (Standard
Input Output Norms).  It has
mandatory export obligations
attached with it that must be
fulfilled within one and a half
years from the date of release of
the advance licence (ibid).

• Increase in incentives for exports
of ready-made garments by
focusing on imports of
trimmings, embellishments and
other such items (ibid).

Notwithstanding the
multiplicity of government
schemes pertaining to the Indian
textiles industry and its exports, it
is pertinent to take note of their



FOCUS WTO •  July-September 2021 (Vol. 23 No. 3) 11

ARTICLES

effectiveness for the sector. As
elicited in different sources, the
textiles industry could be divided
into major export groups, namely,
cotton-based textiles; apparels
(knitted and woven); made-up
textiles articles; vegetable fibres;
man-made filament and fibre-
based textiles; yarn and fabric; and
carpets & floor covering for the
purpose of any further explanation.
Some of the major challenges being
faced by these industry segments
despite Government schemes and
policies, would be lack of
continuous innovation in terms of
new blending and design and little
attempt on part of the textiles firms
to improve their position in the
global value chain by way of
establishing contacts with
prominent global brands or
improving images of Indian brands
in the global markets. Also, lack of
improvement in the supply of raw
materials, less control on prices,
lack of technological
modernization, lack of market and
product variation and expansion
and lack of effective compliance
with the rules and regulations of
the export destinations are some of
the other challenges being faced by
a typical Indian textiles exporter
today. While many of the country’s
competitors may not be faring well
on all these parameters, yet, it is
imperative for the Government
and the textiles exporters
themselves to account for these
factors when assessing their
performance in the global textiles
markets (Chauhan, 2020;
Ramaswamy and Gereffi, 2007).

Despite various Government
schemes and policies to boost
textiles exports, the industry is
facing a tough contest from foreign

textiles competitors including the
neighbouring countries in the
South Asian region like
Bangladesh, Pakistan and Sri
Lanka. These countries are taking
full advantage of unilateral tariff
preference schemes granted by the
developed countries to the
developing nations.  India, which
was also a beneficiary of the
European Union (EU) and the
United States (US) Generalized
System of Preferences (GSP) policy
has graduated out of the GSP for
textiles and some other products,
on the basis of trade shares of the
Indian exports to these countries.
Hence, the Indian textiles exporters
have to pay the normal customs
duties on the textiles products
being sent to the EU and the US.
The Indian textiles competitors on
the other hand, have zero or very
low duty access for textiles
products into the EU and the US
markets. The case of China, another
neighbouring country, is also
interesting. China’s manufacturing
base in textiles is much more
sophisticated than India’s, both in
terms of material and fibre,
thereby, affording greater
opportunities for textiles
manufacturing and exports.
Besides, China has a large and
sound infrastructural framework to
meet the global demands of the
product effectively, despite its own
challenge of rising labour costs at
home (Chauhan, 2020).

The Indian Textiles
Industry: Beyond the
Challenges

Challenges apart, the country
continues to be a major player in
the arena of global textiles exports.
This study is an attempt to arouse

interest in the minds of readers,
students and practitioners on the
link between Competitiveness and
Exports in the Indian textiles
industry. By now, certain questions
must have arisen in their minds.
Does competitiveness play any
definitive role in boosting textiles
exports? Do other factors like the
overall environmental and gender
norms of the trading nations too
have a role to play? Is the trade
policy adopted in the export
markets more important for
determining the export flows than
factor competitiveness within the
domestic textiles industry? Are all
textiles sub-sectors on an even keel
when it comes to export
competitiveness?  These are some
of the pertinent questions that
should spark debate and
discussion as a result of this study.

Future Implications of the
Study

Having discussed the important
aspects of the relationship between
textiles and its export
competitiveness, it would be
prudent to place it within a futuristic
framework. Undoubtedly, the
importance of competitiveness for
exports (read: textiles) can not be
wished away. The nation must keep
striving towards improvement of its
key logistical parameters such as the
cost of raw materials, human and
physical infrastructure, delivery
schedules and technological
upgradation. However, given the
large-scale adoption and implemen-
tation of competitiveness enhancing
measures by the Government and
the industry, it is vital to give some
consideration to other aspects that
could alter the nature of exports.
First, exports could be affected by
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sustainability (viz., ecological) issues
in the years to come. The recent
Covid-19 pandemic is a testimony to
this, wherein, the global exports of
all product categories have declined
drastically and would resume
normal demand - supply patterns
only once the supply chains are
restored post - the pandemic
(Kanupriya, 2020). Also, depletion of
non-renewable sources of energy
and inputs like coal, minerals and
fibre could have a major role to play
in the export patterns and schedules
of the coming years. With the
depletion of some vital raw material,
say, textiles fibre, the countries that
were once major exporters of textiles
and clothing would have to alter
their export patterns in favour of
abundantly available inputs.
Secondly, gender composition too
may have a key role in the coming
times when it comes to export
patterns and performance. While
some importer nations might place
stricter ‘work standards trade
policies’ so as to promote the noble
cause of gender equality at
workplace, others, may on their own
improve their own policies so as to
make their factories more women-
friendly and flexible as far as work
schedules are concerned. It must be
noted that these factors also affect the
hard core competitiveness factors
like human skills and timely
availability of raw materials. If
women workforce is more skilled
and healthier, then the exporters
could see their output productivity
increasing; similar is the case for
opportune availability of raw
materials, that enables timely
production patterns and low costs of
inputs – all factors directly
responsible for raising competitive
efficiency of exports. While it would
be difficult to ascertain the exact

nature and repercussions of such
measures in the immediate future,
the long-term may see a pivot
towards these topics as an alternative
to competitiveness – centric
discourse. So, while it is quite
important not to forget competitive-
ness as a factor in boosting exports,
it is all too important to pay attention
to other aspects as well. Only then
could we hope to achieve the desired
export performance and match up
our top competitors.
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