
 

  

 

  

Cotlook A Index - Cents/lb (Change 
from previous day) 

30-12-2021 125.85 (+3.00) 

23-12-2020           81.35 

23-12-2019 77.15 

New York Cotton Futures (Cents/lb) 
As on 03.01.2022 (Change from 

previous day) 
    Mar 2022      111.00 (+0.95) 

    May 2022      110.24 (-1.20) 

    July 2022      108.30 (+0.11) 
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Cotton and Yarn Futures 
 ZCE - Daily Data 

(Change from 
previous day) 

MCX (Change from previous day) 
 

Jan 2022 34190 (+90) 

Cotton 21805 (+195) Feb 2022 34470 (+80) 

Yarn 26960 (+5)   
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NATIONAL: 

Budget FY23: Special Economic Zones may get a Budget boost 

(Source: Financial Express, January 03, 2022) 

New SEZ legislation is likely to be guided by the recommendations of the Kalyani 

committee 

The Union Budget always sparks speculation, but for Budget FY23 some speculation 

surrounding the amendment of the Special Economic Zone Act now has greater credence, 

following commerce secretary BVR Subrahmanyam’s recent statements. “For the first 

time, you will find specific paras addressing us (the commerce ministry). The old history 

of us wanting something and the finance ministry not doing it is no longer there. We have 

brought harmony there,” Subrahmanyam said in his address at the Confederation of 

Indian Industry Partnership Summit. The reference is to the commerce ministry and the 

finance ministry often not being on the same page, especially on tax incentives to SEZ 

units and allowing them to sell in the domestic tariff area. The Budget is expected to 

announce simplification of SEZs as the commerce ministry is rewriting the legislation. 

The SEZ Act was passed in Parliament in 2005, followed by the rules being promulgated 

in February 2006 with the objective to attract foreign direct investment, develop world-

class infrastructure and create a globally-competitive and hassle-free environment for 

companies engaged in exports of goods and services. As many as 425 SEZs were granted 

formal approval and 35 received in-principle clearance as on November 30, according to 

the official Fact Sheet on Special Economic Zones. But only 268 of these remained 

operational. SEZs across the country employed as many as 2.36 million people. While the 

SEZ policy has been leveraged by companies in the services sector, those in 

manufacturing have languished in comparison. 

Calls for assistance to SEZs gained traction after the pandemic hit their operations hard, 

as this newspaper has reported. Outbound shipments of manufactured products and 

trading services from SEZs crashed by 21% from a year before to Rs 2.46 lakh crore in 

FY21, while the country’s overall merchandise exports dropped by only 3% to Rs 21.54 

lakh crore according to data collated by the Export Promotion Council for export-oriented 

units and SEZs. Services units, the dominant segment in SEZs, appear to have coped with 

the pandemic’s impact better. Still, overall exports (both goods and services) from SEZs 
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recorded an almost 5% decline in FY21, against a 1.5% drop in the country’s total exports 

in rupee terms. 

The commerce secretary hinted that a major budgetary announcement on simplification 

is that “if there is a unit in an SEZ facing the domestic market, it will behave like a 

domestic tariff area entity. If it is facing the international market, it will behave like an 

SEZ unit. It will still be one unit. That’s going to be a breakthrough once we get it through 

the next session of Parliament.” As FE has reported, the government may allow such SEZ 

units to sell goods domestically, subject to a lower impost than the regular customs duties 

they are currently mandated to pay while supplying to the domestic tariff area. This levy 

is expected to neutralise the advantages that SEZs—being specifically delineated duty-free 

enclaves—enjoy vis-à-vis domestic manufacturers, to ensure a level-playing field for firms 

operating outside such zones. 

The plan, which requires the concurrence of the finance ministry, is aimed at helping 

Covid-hit SEZs to better utilise their idle capacities. Similarly, the commerce ministry is 

working out a mechanism to enable partial de-recognition of existing SEZs so that areas 

that are no more in demand can be used for other purposes. In rewriting SEZ legislation, 

the commerce ministry will be guided by the recommendations of the expert committee 

headed by Bharat Forge chairman Baba Kalyani, which submitted its report in November 

2018 to revitalise these zones and help realise India’s merchandise-export target of $1 

trillion by 2027-28. 

Home 

 

Budget for 2022-23: Centre mulls sops to set up shipping lines 

(Source: Banikinkar Pattanayak, Financial Express, January 03, 2022) 

As exporters grapple with a global container shortage and exorbitant freight costs, the 

government is exploring a proposal to extend tax and other incentives to draw large 

players to set up shipping lines in India, official sources told FE. 

The incentives may be announced as early as in the upcoming Budget for 2022-23, subject 

to the finance ministry’s concurrence. The ministries of commerce and shipping are learnt 

to be deliberating on various options; some officials are studying the attractive Ireland 

https://www.financialexpress.com/market/stock-market/bharat-forge-ltd-stock-price/
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model of taxation for shipping firms. Once a proposal is ready, the approval of the finance 

ministry will be sought. 

Shipping costs of Indian exporters to most destinations have more than doubled in the 

past one-and-a-half years in the wake of the Covid outbreak, mirroring a global trend. 

Given that state-run Shipping Corporation of India (SCI) caters for less than 5% of the 

roughly $100-billion domestic market, it’s not in a position to ensure orderly evolution of 

the shipping cost curve. As such, the government has now put the SCI on the block for 

sale. 

Another source said the government could extend the validity of the Transport and 

Marketing Assistance (TMA) scheme, meant primarily for farm exporters, beyond March 

2022. Under this scheme, which was reintroduced this fiscal with larger coverage and 

greater support, the Centre reimburses exporters a certain portion of freight charges. 

Rates of the assistance have been raised by 50% for exports by sea and 100% for those by 

air. 

Apart from emerging risks from the new Covid strain, elevated shipping costs and non-

availability of adequate containers remain the biggest challenge facing Indian exporters, 

as they seek to take advantage of a resurgence of industrial demand in advanced 

economies in recent months. 

Many global shipping firms are registered in Ireland, as it adopts a liberal tax regime for 

them. For instance, shipping firms based out of Ireland pay tax based on the tonnage of 

the fleet as opposed to tax on profits recorded by the business. This, combined with the 

low, general corporation tax rate of about 12.5%, typically keeps their tax liability lower 

than in many other countries. Similarly, no capital gains tax is slapped there on the 

disposal of a ship. 

“Incentivising the setting up of shipping lines in India and even the manufacturing of 

containers would be a key step towards self-reliance in this area. China has invested 

hugely in container manufacturing and is now reaping the benefits, although it, too, faces 

elevated costs,” a senior government official told FE. 

Ensuring reasonable shipping costs remains crucial to realising India’s lofty merchandise 

export target of $1 trillion by FY28. Exorbitant shipping costs hurt mainly small and 

medium exporters. The country shipped out goods worth $291 billion in FY21 after the 

https://www.financialexpress.com/market/stock-market/shipping-corporation-of-india-ltd-stock-price/
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pandemic hit supply chains. In the current fiscal, it is on course to meet the ambitious 

target of $400 billion, as demand for merchandise from key markets remains strong. 

To be sure, shipping costs have gone through the roof across the globe and India isn’t an 

outlier. In fact, the costs in China have surged at a much faster pace than in India, analysts 

have said. Chinese suppliers are luring large ships with higher freight charges, according 

to sources. However, given Beijing’s massive covert subsidies, the competitiveness of its 

exporters remains intact. So, the Indian government, too, must find ways to cushion the 

blow to them, domestic exporters say. 

In its submission before finance minister Nirmala Sitharaman in December, the 

Federation of Indian Export Organisations (FIEO) said exporters remitted around $65 

billion for transportation in 2020, which will likely cross $100 billion in 2021, given the 

surge. Since the SCI is being disinvested, the government needs to encourage large 

entities to build an Indian shipping line of global repute, the FIEO submitted. 

Given the government’s target to raise merchandise exports to $1 trillion by FY28, this 

shipping bill of exporters is only going to surge. So, even if such a shipping line captures 

20-25% of the domestic market, the country will save a lot of foreign exchange, the 

exporters’ body has argued. 

Home 

 

 

India-UAE free trade deal to cover 1,000 items across sectors 

(Source: Telegraph India, January 02, 2022) 

If the Modi govt clears the agreement, it would be the first free trade agreement to 

be signed by India after a decade. 

The India-UAE free trade agreement is expected to cover more than 1,000 products across 

sectors. 

Senior commerce ministry officials said the Union cabinet is likely to vet the deal as soon 

as the negotiations between the sides come to a fruitful end. 
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If the Modi government clears the trade deal, it would be the first free trade agreement to 

be signed by India after a decade. 

Exports from India that could benefit from the pact include textiles, gem &  jewellery, 

petroleum products, engineering & machinery products and chemicals. 

The gains will, however, be limited as the import duties on most goods are at 5 per cent 

in the UAE. 

Besides, the duties on most agriculture products, such as meat, fruits & vegetables and 

tea,are already at zero per cent, so India is unlikely to make substantial gains in the area, 

the officials said. 

The UAE has also drawn up a long list of products, including food items such as dates and 

confectionery for duty concession. 

The officials said the list of trade items are being monitored closely as India needs to 

protect domestic industry. 

While FTA would provide access to the Indian markets, it should not result in the routing 

of products from other countries, especially China, they said. 

The ministry officials said to prevent any misuse of FTA benefits and curb potential illegal 

inflows of Chinese goods through a key transit hub such as Dubai, India will insist on 

strict rules of origin. 

It may either stipulate a 35 per cent value addition at the UAE for all products to be eligible 

for duty concession under the FTA or impose similar conditions on select products where 

it sees the maximum scope for abuse, they added. 

They pointed out that the UAE has zero duty or very low duties on a majority of items, 

making it easier for it to be part of free trade agreements. 

About 87 per cent of the products that the UAE imports are currently taxed at 5 per cent, 

while 11 per cent attract zero duty. 

The rest see higher duty incidence or are in the prohibited or special lists of goods, the 

officials said. 

Services pact 
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Market access in services, including mutual recognition agreements, would also be 

crucial, the officials said. 

In services, both sides might negotiate a deal on labour-intensive sectors, which would 

ensure free movement of skilled professionals. This is expected to boost job creation in 

both the countries. 

Home 

 

India and UK may start formal negotiations for FTA this month 

(Source: Kirtika Suneja, Economic Times, January 03, 2022) 

While a delegation comprising representatives of the UK's trade ministry and businesses 

is to visit India to launch the negotiations, the two sides may consider doing a virtual 

launch amid rising Covid-19 cases, sources said.  

India and the UK are likely to launch formal negotiations for a free trade agreement (FTA) 

in the second week of this month followed by the first round of talks after a week, people 

aware of the development said. "The idea is to launch the negotiations and the first round 

of talks this month," an official told ET. While a delegation comprising representatives of 

the UK's trade ministry and businesses is to visit India to launch the negotiations, the two 

sides may consider doing a virtual launch amid rising Covid-19 cases, sources said. 

The two sides plan to put in place an interim agreement by March 2022 followed by a 

comprehensive agreement. The interim trade pact would involve early tariff or market 

access concessions on certain key high priority products and services, they said. 

Whisky, cars, vaccines, basmati rice, wool, yarn, instant coffee, and tea pre-mix top Indian 

industry's list of products identified for duty cuts. India also wants enhanced mobility for 

its professionals. The UK is keen on tariff reduction on Scotch whisky and a bilateral data 

adequacy agreement prior to the finalisation of a 

Reduction or removal of tariffs on automotive products, and removal of barriers to trade 

in food and drink, services, and healthcare and medical device sectors are among the 

objectives of proposed agreement, sources said. "The UK is keen to ink trade agreements 

after Brexit and India is a natural partner for it," said the official cited above. The India-
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UK Joint Economic and Trade Committee (Jetco) would also meet during the launch of 

the negotiations. 

India's exports to the UK in FY21 were $8.15 billion (₹60,700 crore) and imports were 

$4.95 billion (₹36,850 crore). Last year, the two countries had agreed on an enhanced 

trade partnership with the goal to double bilateral trade to £50 billion, or about Rs 5 lakh 

crore, by 2030. 

Home 

 

India will log one of highest growth rates, says Ashima Goyal 

(Source: Business Standard, January 03, 2022) 

Goyal said monetary-fiscal coordination has worked well and stimulus has been adequate 

but not excessive 

Eminent economist Ashima Goyal on Sunday said India is likely to have one of the highest 

rates of growth in the world as there are gradual moves towards normalisation, even as 

stimulus and support for vulnerable sectors continue. 

Goyal further said sticking to the announced consolidation path by the government in the 

upcoming budget will give a good signal of control and predictability. 

"India has come out of a very difficult time with good macroeconomic parameters. It is 

likely to have one of the highest rates of growth in the world, while inflation remains 

within the tolerance band," she said. 

Goyal, who is also a member of the Monetary Policy Committee (MPC) of the RBI, in an 

interview to PTI said monetary-fiscal coordination has worked well and stimulus has been 

adequate but not excessive. 

"There are gradual moves towards normalisation, even as some stimulus and support for 

vulnerable sectors continues," she said, adding that the financial sector is healthy. 

The RBI has lowered the growth projection for the current financial year to 9.5 per cent, 

while the IMF has projected a growth of 9.5 per cent in 2021 and 8.5 per cent in the next 

year. 
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On threat from the new COVID-19 variant to the economy, Goyal said the recovery should 

be durable, with productivity enhancing reforms and the appropriate policy support. 

"The country is now much better prepared to face another wave, if it happens. In the 

second wave, disruption to the economy was lower because there is less supply chain 

disruption with localised lockdowns," she noted. 

The new potentially more contagious B.1.1.529 variant (Omicron) was first reported to 

the World Health Organisation (WHO) from South Africa on November 24. 

Asked about going with fiscal consolidation or continuing with stimulus in the coming 

budget, the eminent economist said "sticking to the announced consolidation path will 

give a good signal of control and predictability". 

"Reforms such as more transparency should continue," she said, adding that this 

improves the credibility and accuracy of the budget figures. 

According to Goyal, revenue buoyancy gives the space to finance essential expenditure 

consistent with medium-term consolidation on the announced path, which already builds 

in some stimulus. 

She noted the improvement in the quality of expenditure adds to the stimulus as does 

using the financial sector through warranties that do not add to current borrowing 

requirements. 

Goyal pointed out that improving the quality of expenditure implies a shift towards high 

multiplier and high job creation items such as investment, human capacity creation, 

supporting vulnerable sections and the greening of the economy. 

On high inflation, Goyal said high WPI reflects high import prices, especially commodity 

prices, which may not persist beyond the winter. 

"The Covid situation is making them exceptionally volatile and multiple shocks have 

occurred. CPI inflation, however, remains within the tolerance band and is expected to 

soften next year," she opined. 

While the cut in fuel taxes has already led to some reduction, Goyal said in India, because 

food price inflation has a larger impact, the causality tends to be from CPI inflation to 

WPI. 
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Asked about the impact of 'taper tantrum' or withdrawal of monetary stimulus by the US 

Federal Reserve on India, Goyal said the announcement of a faster taper has not led to 

untoward disruption in global markets, since they tend to accept announcements clearly 

linked to macroeconomic developments. 

"India has more stable macroeconomics and a larger stock of reserves than it did in 2013. 

Moreover, the real interest differential is lower since US inflation is high," she said. 

According to Goyal, so India is in a better position to survive US monetary policy exit 

without a large depreciation while keeping its policy rates aligned to its own domestic 

cycle. 

Replying to a question on cryptocurrencies, she said they are better called crypto-tokens 

as they are not acceptable or adequate as currencies and should be banned as legal tender, 

but regulated as tokens. 

"Only large transactions, from investors who are aware of the risks, may be permitted. A 

total ban is difficult to implement and would only increase illegal activities and 

participation in the dark net," she said. 

India is contemplating bringing a bill in Parliament to deal with the challenges posed by 

the unregulated cryptocurrencies. 

Currently, there are no particular regulations or any ban on use of cryptocurrencies in the 

country. 

Home 

 

Rs 1,29,780 crore gross GST Revenue collection for December 2021 

(Source: Press Information Bureau, January 01, 2022) 

The gross GST revenue collected in the month of December 2021 is Rs 1,29,780 crore of 

which CGST is Rs 22,578 crore, SGST is Rs 28,658 crore, IGST is Rs 69,155 

crore (including Rs 37,527 crore collected on import of goods) and cess is Rs 9,389 

crore (including Rs 614 crore collected on import of goods). 
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The government has settled Rs 25,568 crore to CGST and Rs 21,102 crore to SGST from 

IGST as regular settlement. The total revenue of Centre and the States in the month of 

December 2021 after settlements is Rs 48,146 crore for CGST and Rs 49,760 crore for the 

SGST. 

The revenues for the month of December 2021 are 13% higher than the GST revenues in 

the same month last year and 26% higher than the GST revenues in December 2019. 

During the month, revenues from import of goods was 36% higher and the revenues from 

domestic transaction (including import of services) are 5% higher than the revenues from 

these sources during the same month last year. 

The GST collection in the month is close to Rs 1.30 lakh crore despite reduction of 17% in 

the number of e-way bills generated in the month of November, 2021 (6.1 crore) as 

compared to the month of October, 2021 (7.4 crore) due to improved tax compliance and 

better tax administration by both Central and State Tax authorities. 

The average monthly gross GST collection for the third quarter of the current year has 

been Rs 1.30 lakh crore against the average monthly collection of Rs 1.10 lakh crore and 

Rs 1.15 lakh crore in the first and second quarters respectively. Coupled with 

economic recovery, anti-evasion activities, especially action against fake 

billers have been contributing to the enhanced GST. The improvement in 

revenue has also been due to various rate rationalization measures 

undertaken by the Council to correct inverted duty structure. It is expected 

that the positive trend in the revenues will continue in the last quarter as 

well. 

The chart below shows trends in monthly gross GST revenues during the current year. 

The table shows the state-wise figures of GST collected in each State during the month of 

December, 2021 as compared to December 2020. 

The chart below shows trends in monthly gross GST revenues during the current year. 

The table shows the state-wise figures of GST collected in each State during the month of 

December, 2021 as compared to December 2020. 
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State-wise growth of GST Revenues during December 2021[1] 

State Dec-20 Dec-21 Growth 

Jammu and Kashmir 318 320 0% 

Himachal Pradesh 670 662 -1% 

Punjab 1,353 1,573 16% 

Chandigarh 158 164 4% 

Uttarakhand 1,246 1,077 -14% 

Haryana 5,747 5,873 2% 

Delhi 3,451 3,754 9% 
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Rajasthan 3,135 3,058 -2% 

Uttar Pradesh 5,937 6,029 2% 

Bihar 1,067 963 -10% 

Sikkim 225 249 11% 

Arunachal Pradesh 46 53 16% 

Nagaland 38 34 -12% 

Manipur 41 48 18% 

Mizoram 25 20 -23% 

Tripura 74 68 -9% 

Meghalaya 106 149 40% 

Assam 984 1,015 3% 

West Bengal 4,114 3,707 -10% 

Jharkhand 2,150 2,206 3% 

Odisha 2,860 4,080 43% 
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Chhattisgarh 2,349 2,582 10% 

Madhya Pradesh 2,615 2,533 -3% 

Gujarat 7,469 7,336 -2% 

Daman and Diu 4 2 -60% 

Dadra and Nagar Haveli 259 232 -10% 

Maharashtra 17,699 19,592 11% 

Karnataka 7,459 8,335 12% 

Goa 342 592 73% 

Lakshadweep 1 1 170% 

Kerala 1,776 1,895 7% 

Tamil Nadu 6,905 6,635 -4% 

Puducherry 159 147 -8% 

Andaman and Nicobar Islands 22 26 18% 

Telangana 3,543 3,760 6% 
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Andhra Pradesh 2,581 2,532 -2% 

Ladakh 8 15 83% 

Other Territory 88 140 58% 

Centre Jurisdiction 127 186 47% 

Grand Total 87,153 91,639 5% 

Home 

 

Policy initiatives to shape India into global manufacturing hub 

(Source: Yogima Seth Sharma, Economic Times, January 03, 2022) 

Disruption in the global supply chain has opened up opportunities for large-scale 

manufacturing in India, aided by significant policy initiatives such as production-linked-

incentive (PLI) schemes and low corporate tax rates for new manufacturing, among 

others. Structural issues like cost of land and electricity, lack of adequate infrastructure 

and shortage of skilled manpower could play the spoilsport if not addressed on time, says 

industry. 

"MNCs that manage supply networks have acknowledged the necessity to hedge against 

future events and have decided to geographically disperse their supply chains. As a result, 

India has reaped significant benefits," NITI Aayog CEO Amitabh Kant said. 

The government has unveiled a $27 billion worth of PLI scheme for 13 sectors to help 

integrate Indian companies into the global value chains and tap into the opportunity. The 

PM Gati Shakti - National Master Plan (NMP) which brings together 16 ministries to 

enable integrated planning and coordinated implementation of infrastructural 

connectivity, is expected to lower logistics costs significantly. The corporate tax rate for 

new manufacturing has been reduced to 15%. 
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the Society of Indian 

Automobile 

Manufacturers said. 

"Auto industry in India is 

also poised to become a 

major player in the global 

supply chain and these 

schemes would provide 

the necessary impetus in this regard," Menon added. The MSME sector has also gained 

in strength and seems in a position to support big investment. "MSMEs have seen a 

remarkable improvement in access to finance and power and significant improvement in 

ease of doing business with introduction of GST," Anil Bhardwaj, secretary-general of the 

Federation of Indian Micro and Small & Medium Enterprises said. 

Vikram Kirloskar, chairman (manufacturing council), the Confederation of Indian 

Industry, feels it is time for the industry to step up. "Government measures can give you 

added incentive but it is upon manufacturers to improve upon scale and quality." The 

government and businesses see the opportunity but acknowledge the need for 

improvement in the enabling framework. "In the medium term to long term, India will 

have to address its structural issues," Kant said. In the short term, he believes it is 

extremely important to enhance ease of doing business in manufacturing. 

Home 

 

From Plate to Plough: The reach and depth of MSP 

(Source: Ashok Gulati & Ranjana Roy, Financial Express, January 03, 2022) 

SAS data, even with caveats, shows how MSP is a poor choice when it comes to supporting 

small and marginal farmers 

We wish readers of this column, and our farmer families, a safe and happy new year, with 

greater prosperity, more productive and competitive agriculture that is environmentally 

sustainable and more nutritious. 

Here, we focus on one of the key demands of the protesting farmers’ unions, that 

minimum support prices (MSP) be made legal. We estimate the reach and depth of MSP 
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from the unit level data reported by NSSO (77th round) in its Situation Assessment Survey 

(SAS) of agri-households (agri-HHs) for the agricultural year July 2018-June 2019. The 

sample size of SAS was of 58,035 households in visit I and the same HHs were surveyed 

in visit II, but the sample dropped to 56,894 HHs in visit II as some HHs of visit I could 

not be tracked. Based on this unit level data set, just 8.8% of agri-HHs sold any crop to 

government agencies at MSP, and the value of that agri-produce is just 8% of the total 

value of agriculture (crops plus livestock). This is the picture at the all-India level, and 

obviously it differs quite widely across states, ranging from less than 1% reach of MSP in 

most of the north-eastern states to as high as 50% reach in a state like Chhattisgarh. 

Interestingly, the total operational holdings estimated for India, based on the SAS sample, 

was about 89 million; agri-HHs are estimated to be close to 93 million—much lower than 

the Agriculture Census 2015-16 operational-holdings estimate of 146 million. However, 

the total value of agri-produce estimated from the SAS sample data is only about Rs 10.1 

trillion compared to the National Accounts’ Rs 37.3 trillion. This raises serious doubts 

about the coverage and true representativeness of this sample. Although the SAS states 

that its results should be read more in terms of percentages and not in absolute terms, its 

extrapolation of absolute numbers is so vastly different from other sources that one is 

compelled to think and use those numbers to see what alternative set of numbers come 

up with respect to the reach and depth of MSP. 

If one uses the Census and National Accounts data in the denominator, which are more 

reliable, the percentage of farmers benefiting from MSP shrinks to just 5.6% and the value 

of agri-produce benefiting from MSP to a paltry 2.2%. Whether these are more authentic 

or the ones generated from the SAS unit level data are, the fact remains that MSP’s reach, 

both in terms of agri-HHs or value of agri-produce, is not more than 9%; in fact, it could 

be much lower if one uses the aggregate data from Census and National Accounts. 

While Punjab and Haryana farmers have benefitted the most from MSP due to the Green 

Revolution’s legacy, lately, procurement has spread to many other states, most notably 

Chhattisgarh and Telangana for paddy, and Madhya Pradesh for wheat. Some scholars 

have lauded this as MSP reaching the small and marginal farmers, especially in 

Chhattisgarh where, as per SAS data, almost 50% of agri-HHs and 45% of agri-produce 

benefited from MSP. But when we use the Census and National Accounts data, this falls 

to 37% for agri-HH and just 13.7% for value of agri-produce. However, what the narrative 

of MSP reaching small and marginal farmers in states like Chhattisgarh misses is that 
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most of these farmers also benefit from highly subsidised PDS. Nothing can be more 

irrational and economically inefficient than first buying paddy from small and marginal 

farmers at MSP, and then giving them the same rice, after incurring 40% higher cost on 

top of MSP on account of procurement, stocking and distribution. 

It is much better to directly help small and marginal farmers with income policy or 

through a diversification package towards high-value agriculture. PM-KISAN, giving agri-

HHs Rs 6,000 in their accounts, is much more efficient and supportive. It can be refined 

and scaled up, say, by linking it with adoption of farming practices that are 

environmentally benign (reducing methane emissions, abstaining from stubble burning, 

etc). 

 

Even though MSPs are announced for 23 commodities, price support essentially operates 

in wheat and rice, and that too in a few states. This creates highly distorted incentive 

structures in favour of wheat and rice, and along with highly-subsidised/free power and 

urea, is leading to environmental disaster in certain pockets of north-west India. 



     

                                                                                                                                            

 
www.citiindia.org 

 

20 CITI-NEWS LETTER 

MSP distorts the basic logic of the supply-demand mechanism, slows down the process of 

diversification, and is a very expensive and inefficient instrument, besides leading to 

massive leakages and corruption. This cannot augment incomes of small and marginal 

farmers, who represent almost 87% of total farming community. With an average holding 

size of just 0.9 ha, unless farmers move rapidly towards high-value agriculture, there is 

not much scope to achieve better incomes for small-holders in an efficient and sustainable 

way. The government must focus on development of efficient value chains, commodity-

specific FPOs equipped to assay, grade, and package their produce, and incentivising the 

private sector to invest in logistics, storage, cold chain, processing, etc. Till the time these 

value chains are scaled up, government can help farmers through an income support 

policy on a per hectare basis, tilted towards small and marginal holders, via direct 

transfers to avoid distorting markets or cropping patterns. 

Gulati is Infosys Chair professor for agriculture, and Roy is research fellow, Icrier 

Home 

 

  

When man-made trumps natural 

(Source: D Govardan, Times of India, January 03, 2021) 

Tirupur accounts for 55% of the ̀ 60,000 crore Indian cotton-based knitwear exports. But 

the real growth opportunity globally now lies in ‘man-made fibre’ (MMF) and technical 

textiles. Tirupur’s challenge is to get on the MMF bandwagon without losing what it has. 

The Union and state governments are gearing up to lend a helping hand. In September, 

the Centre unveiled a `10,683 crore production-linked incentive (PLI) for MMF and 

certain segments of technical textiles, which are used in general engineering, automobiles 

and healthcare. 

The scheme entails a 15% incentive for new units with an investment of `300 crore 

attaining a turnover of `600 crore after two years. For smaller units, the incentive is 11% 

on an investment of `100 crore achieving a turnover of `200 crore at the end of two years. 

"Indian apparel exports have stagnated at around $15 billion - $16 billion for the last five 

years. Competing countries are exporting 80% MMF garments and only 20% cotton 
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garments. In the case of India, it is 80% cotton garments and 20% MMF," says A 

Sakthivel, chairman, Apparel Export Promotion Council (AEPC). "A special scheme will 

help Indian apparel exporters achieve better growth globally in MMF. I have also told the 

government that we are number one in yarn and fibre, but weak in producing fabric," he 

adds. Industry has appealed to the Tamil Nadu government to establish a processing park 

and get some joint ventures to produce 

fabric from man-made fibres. The state is pushing to get one of the seven mega textile 

parks announced by the Centre under the PM- Mitra scheme. It is also promoting two 

parks for technical textiles through Sidco, one of them at Thandarai in Kancheepuram 

district. "Once fabric becomes available, there will be a huge growth as the buyers for 

cotton garments are also picking up MMF garments," says Sakthivel. "We have also asked 

the Centre to reduce the `100 crore investment benchmark to `50 crore and turnover 

target to ̀ 100 crore, so that smaller units can tap this global growth opportunity," he says. 

In its present form, the PLI scheme may not help units in Tirupur, which are mostly small 

and micro outfits, says Raja M Shanmugam, president, Tirupur Exporters Association 

(TEA). "We have asked the government to reduce the investment threshold to `25 crore 

or `50 crore for MMF units and to include part of our cotton garment exports while 

considering the targeted turnover," he says. 

Meanwhile, private players such as the Birla group for viscose and Reliance for polyester 

have established studios in Tirupur. "They have placed on display their entire product 

range and are ready to hand-hold units opting for MMF. The demand for MMF products 

is high. It will be great if the Centre comes out with another PLI scheme for small and 

micro units to enable more cotton garment players to get into MMF segment," adds 

Shanmugam. Technical textiles are the emerging segment and their uses are spread 

across industries, and even in farm practices and landfills, says Pooja Kulkarni, MD & 

CEO, Guidance Tamil Nadu. It has been identified as one of the sunrise sectors to grow 

the state’s economy to $1 trillion. "Through Tirupur we have already proved to the world 

that we are good at garments – cotton-based knitwear. The constraint here is sourcing the 

polyester. There is hardly anyone in India manufacturing good quality fabric for making 

these high value garments," says Kulkarni 

"One way of immediately taking off is to import good quality yarn. It will be labour 

intensive, but a great growth opportunity. We need not base everything in Tirupur, which 

anyway will cater to anything that requires stitching. Other places across the state could 
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focus on technical textile products. PLI by the Centre will be in addition to the incentives 

Tamil Nadu already offers," says Kulkarni. 

Home 

 

COVID-19 effect: Rising material costs hurt Tamil Nadu's textile industry 

revival 

(Source: Deepak Sathish Saravanan MP / C Shivakumar New Indian Express, Janury 03, 2022)  

Having weathered lockdowns and a tragic migrant crisis not long ago, entrepreneurs have 

become more resilient. 

Hit by COVID last year, many industries across the State are looking forward to a more 

fruitful 2022, despite the Omicron threat. With higher raw material cost impacting 

balance sheets significantly, cost cutting and ingenuity are the mantras now. 

Having weathered lockdowns and a tragic migrant crisis not long ago, entrepreneurs have 

become more resilient. At Tiruppur, the textile hub of India, things are finally starting to 

look up as garment makers look to make up for lost time. 

"Garment industry suffered very badly during the lockdown. The months of April, May 

and June were very harsh for us. Even though there was revival later on, the happiness 

was short-lived. There was severe shortage of containers throughout the world and 

exporters were greatly affected"said Tiruppur Exporters Association (TEA) Treasurer P 

Mohan. 

"This continued for the next six months and many garment exporters and importers were 

forced to book flights to transport their goods. So, profit margins were greatly reduced. 

Later, yarn prices became an issue and thankfully, the GST hike will be rolled back. 

Despite these setbacks, the industry bounced back and businesses were revived," 

added Mohan.  

A garment  exporter said, "I suffered the worst in the first COVID-19 wave in 2020. I got 

an order from Belgium worth several crores, but was forced to close my facility for more 

than three months. But thankfully, the buyers postponed the order and I was able ship it 

before it was too late. Currently, I have many orders from England and Belgium. Though 
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Omicron is a serious issue in England, my buyers aren’t greatly worried in the present 

scenario." 

The textile mills too foresee a brighter 2022. "The production levels of spinning mills are 

at an all-time high. But there are challenges, such as rising transportation cost and labour 

charges. Furthermore, deficit power is also hurting yarn mills and many facilities are 

running in diesel. However, due to higher prices of yarn, all mills are in a better place in 

terms of financial status," said Dr Venkatachalam, Special Adviser, Tamil Nadu Spinning 

Mills Association (TNSMA).  

However, the MSME sector presents a picture in contrast. The mood is pessimistic and 

many are worried about the future. Thanks to uncertainty caused by COVID and increase 

in raw material prices, many units have cut production to cope with the loss. Workforce 

reduction is widespread too.  

"We are facing severe difficulty due to the continuous rise in raw material cost since the 

beginning of COVID-19 pandemic in 2020. We still run the units but with minimal 

workforce," explained MV Ramesh Babu, Coimbatore District Small Industries 

Association (CODISSIA) president, who says industrial units have lowered production by 

up to 40 per cent. 

Ramesh said some units have declared holidays on weekends and some are operating a 

single shift per day in place of three. The CODISSIA president further said the units have 

several commitments like showing turnover to the banks and settling rent and electricity 

bills. Many units have cut the overtime (OT) option for their workers, he added. 

Seconding Ramesh, S Surulivel, Railway Suppliers Association (RASA) president, said: 

"We have slowed down production to manage the loss due to rise in raw material cost by 

40 per cent." Tamil Nadu Association of Cottage and Micro Enterprises president J James 

said that nearly 90 per cent of the micro-units in Coimbatore are idle without orders. 

The impact of rising raw material cost is being felt elsewhere too. V Nityanantham, who 

used to take orders from IIT-Madras, says this year, the turnover is not even Rs 75,000. 

Usually reliant on small orders, many Tier-III entrepreneurs are now downing shutters 

in Chennai. 

COVID-19 may have hit the sector hard but rise in raw material cost and banks' refusal to 

provide them with credit are the factors threatening them the most. The only silver lining 
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is that exports have picked up for some MSMEs in the Ambattur Industrial Estate in 

Chennai. 

Home 

 

Apparel retailers face higher cost risks in ’22 

(Source: Pallavi Pengonda, Live Mint, January 03, 2022) 

• When Q3FY22 results are announced, management commentaries would shine 

light on the situation 

Investors in apparel retailers are sitting on robust gains in 2021. Shares of Trent Ltd, 

Aditya Birla Fashion and Retail Ltd, V-Mart Retail Ltd and Shoppers Stop Ltd increased 

in the range of 45-65% last year. That compares with the Nifty 500 index’s 30% gain 

during the same time frame. 

While circumstances were challenging, hopes of a strong demand recovery once normalcy 

sets in kept sentiments high for retail stocks. Companies saw a steady recovery in 

revenues by the September quarter. 

While that bodes well, 2022 won’t be an easy year. Rising cases of the Omicron 

coronavirus variant are an immediate threat to the pace of recovery. Akhil Parekh, an 

analyst at Centrum Broking Ltd, said, “Prima facie, there are three concerns as 2022 

begins, the first being sharp inflationary pressures." Here, investors will have to watch 

how companies battle higher input costs and the impact on demand of the price hikes 

taken. Parekh added, “Second concern is the potential restrictions/lockdowns due to 

Omicron. Third, the anticipated GST rate hikes on textiles." For now, the GST hike on 

textiles has been deferred. 
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Some analysts point out that recent channel checks and conversations with companies 

indicated that demand in December was somewhat slower vis-à-vis October-November. 

As such, when the fiscal third quarter results are announced, management commentaries 

would throw more light on the situation. Notwithstanding Omicron concerns, the overall 

demand outlook appears reasonably encouraging. 

“Apparel retail companies may see a gradual demand recovery entering CY22 amid rising 

concerns around Omicron. Most companies have strengthened their balance sheets in 

CY20-21 via equity raise, managed cost structure and working capital well, and are in a 

better position to manage current uncertainties," ICICI Securities Ltd’s analysts said in a 

note to clients last month. 

Store additions are expected to pick up pace this year, and that’s what investors are likely 

to monitor. Further, whether the momentum in the online segment sustains remains to 

be seen post the easing of covid-led restrictions. 
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To be sure, the sharp rally in retail stocks in 2021 suggests investors are factoring in a 

strong rebound in demand. But, this could limit significant upsides in the near term. 

“Strong brands with good balance sheets would continue to benefit from the unorganized 

to organized shift," said Parekh. Specifically, for V-Mart, the anticipated turnaround of 

Unlimited stores is a factor to watch. Trent’s growth plans and strong balance sheet holds 

it in good stead, though the stock’s valuations are pricey. Overall, the biggest risk retailers 

may face in 2022 is lower-than- expected demand recovery. 

Home 

 

 

Lockdown-like situation in New Delhi leaves Ludhiana’s hosiery and textile 

sector staring at losses 

(Source: Harsimran Singh Batra, Hindustan Times, January 03, 2022) 

Ludhiana’s hosiery and textile sector, which was already struggling with dropping sales 

due to relatively high temperatures being witnessed during the winter season and 

pandemic-related restrictions, are looking at around 50% losses after the lockdown-like 

situation in New Delhi owing to rising Covid cases. 

The hosiery and textile sector in the city has been impacted by the lockdown-like 

restrictions in New Delhi, amid rising cases of Omicron, with industrialists reporting up 

to a 50% drop in sales. 

The industrial representatives on Sunday said the sector was slowly beginning to recover 

from the damage suffered due to the pandemic in the last two years, but the recent 

restrictions in the national capital, including a cap on gatherings in weddings, night 

curfew, odd-even scheme to open shops, had again created a sense of fear in the minds of 

traders, which has led to a nosedive in the demand of hosiery and textile. 

Knitwear and Apparels Manufacturers Association of Ludhiana (KAMAL) president 

Sudarshan Jain said, “If the weddings will not take place, the sales of garments/textile 

will ultimately go down. We have already seen about a 50% drop in sales. Once 

restrictions are imposed by the government, the public also stops spending on garments 

etc and starts to save money for emergencies. 
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“We are not against the restrictions as the health of the public should be in priority, but 

the government should not immediately act strict at once as it inculcates fear in the minds 

of the public, which is not good for business and economy. The restrictions can be 

imposed in phases after looking at the number of cases,” he added. 

Industrialists said a large proportion of manufactured products are sold in wholesale 

markets in New Delhi, adding that the low demand, non-payment of dues, suspected sales 

return have all become major concerns. 

Low sales this year due to relatively high temperatures being witnessed during the winter 

season and pandemic-related restrictions have added to the woes, the representatives 

added. 

Ludhiana Woollen Manufacturers Association and Knitwear Club president Darshan 

Dawar said, “Around 30-35 percent of the business has already been impacted as different 

restrictions have been imposed in Delhi. Fear has grown in the minds of traders due to 

which they are not stocking the products. Already 25% of the products manufactured by 

industry have not been sold due to low demand in the market, as comparatively high 

temperatures are being witnessed. The sector is going through a tough time.” 

With lockdown-like restrictions being imposed in other states including Haryana and 

West Bengal as well, the industrialists said the condition will further deteriorate and 

owners of many units will be forced to shut down operations. 

Knitwear and Apparel Exporters Association president Harish Dua said, “It is a very 

critical situation for the sector and the situation might further deteriorate as the payments 

might get stuck and the manufacturers also suspect sales return. The government should 

consider the economic impact of imposing the restrictions as many of the units are already 

on the verge of collapse. The market is already moving through a slump and this has added 

to the misery.” 

Home 

 

 

Patchwork policy: On GST rate on textiles 
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(Source: The Hindu, January 03, 2021) 

The temporary rollback of tax hikes on textiles is a harbinger of challenges before GST 

regime 

On New Year’s eve, nine hours before a new GST rate of 12% was to kick in for readymade 

garments and fabrics, Finance Minister Nirmala Sitharaman announced that the plan 

is off and the existing 5% rate will continue into 2022, or at least for its first 

quarter. The decision was made at an emergency meeting of the GST Council, which had 

approved the higher tax on textiles at its last meeting in September 2021 to correct the 

anomaly of an inverted duty structure. While the GST rate on manmade fibre is 18% and 

yarn made from the same is taxed at 12%, the rate on the final fabric was 5%, ostensibly 

creating a headache for textile producers which the Council had sought to alleviate. The 

move to raise that rate to 12%, along with that on footwear costing less than ₹1,000 a pair, 

had been on the Council’s agenda for over a year but had been kept on hold due to the 

COVID-19 pandemic’s adverse effects on households. Explaining the rethink to hold off 

the rate hikes that were to become effective January 1, the Finance Minister indicated that 

the original decision was arrived at after several parleys that explored, among other 

things, the likely impact on consumers. Yet, a letter from the Gujarat Finance Minister 

she had received on December 29, along with representations from industry, prompted 

a review. 

Although the rate hike was aimed at helping producers get easier credit for taxes paid on 

inputs, that is not how it was seen by several players in an………. 

Home 

 

Deferral of GST hike: Textiles sector pins hopes on better options 

(Source: The Hindu Businessline, January 02, 2022) 

Proposes alternatives, including ones that can correct inversion, generate revenue 

The GST Council’s last-minute deferment of a proposed rate hike for lower-end textile 

items from the existing 5 per cent to 12 per cent, has given a reprieve to the industry. 

https://www.thehindu.com/business/Economy/gst-council-defers-implementation-of-tax-rate-hike-on-textiles/article38078557.ece
https://www.thehindu.com/business/Economy/gst-council-defers-implementation-of-tax-rate-hike-on-textiles/article38078557.ece
https://www.thehindu.com/news/national/centre-set-to-defer-gst-hike-on-textiles-ahead-of-vibrant-gujarat-summit/article38088981.ece
https://www.thehindu.com/news/national/centre-set-to-defer-gst-hike-on-textiles-ahead-of-vibrant-gujarat-summit/article38088981.ece
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But units have their fingers crossed over what the final decision, expected by March this 

year, would be, as revenue generation and correction of inverted rates remain valid 

concerns for the government. 

“The committee looking into rate rationalisation, which has been tasked to review the 

rates for textiles as well, will try to ensure minimum pain for MSMEs while balancing it 

with the government’s need to generate revenue and correct the inverted duty structure. 

Various possibilities could be explored,” an official tracking the matter told BusinessLine. 

The industry has proposed a number of alternatives, pointed out Sanjay Jain, Chairman, 

ICC National Textiles Committee. One is imposition of a uniform GST of 8 per cent on all 

items. “Another option is to maintain status quo till the fitment committee announces 

new slabs and then move the 5 per cent slab to closest new slab,” Jain said. 

‘Workable option’ 

Yet another proposal is to impose a 7 per cent GST on cotton garments, yarns and MMF 

fabric and a 12 per cent GST on MMF yarns and fibres. “This is a workable option as the 

value addition will take care of the inversion gap of 5 per cent in tax rates for MMF fabric. 

This will lead to a need for minimal or no refund. Otherwise, the whole chain will be free 

of inverted duty. Moreover, the government will get extra revenue,” said Jain. 

An ‘inverted duty structure’ is one where there is a higher duty on inputs than finished 

products. This results in a need for a refund of unutilised input tax credit for the industry 

which affects companies’ cash flows and the government’s revenues. 

In the textiles sector, while MMF fibre and yarn attracted GST of 18 per cent and 12 per 

cent, respectively, a 5 per cent GST was applicable on all kinds of fabric. All types of 

garments had a GST levy of 12 per cent while garments below ₹1,000 attracted a lower 5 

per cent. 

According to sources, the inversion in the duty structure resulted in annual refund 

amount exceeding ₹4,000 crore. 

“The amount is expected to grow, considering that in the first year (of GST 

implementation), refund of accumulated ITC was not allowed,” the source explained. 

To correct the inverted duty structure in the textiles industry, the GST Council, in its 

meeting on September 17, 2021, proposed to raise the rates for textiles of any value to 12 
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per cent, effective from January 1, 2022. It also decided to lower the GST on MMF fibre 

to 12 per cent. 

Protests from MSMEs 

There was, however, a slew of protests from the MSME sector and various States, 

including Gujarat, Tamil Nadu, West Bengal and Rajasthan, against the rate hike for 

garments. 

“Higher GST was detrimental to consumers buying lower-end products. Majority of 

buying in India is below ₹1,000 for apparel. This could have resulted in lesser buying, 

thereby impacting traders and MSME manufacturers,” said Animesh Saxena, President, 

Federation of Indian Micro & Small and Medium Enterprises . 

The GST Council, in its meeting on December 31, decided to defer the proposed rate hike 

and refer the matter to the rate rationalisation committee, which is expected to submit its 

report in February. 

Home 

 

Economists feel an uptick in investment and demand in FY23 will broad-base 

growth 

(Source: Shrimi Choudhary, Economic Times, January 03, 2022)  

While we are watchful of the economic impact of global spread of Omicron, we are 

cautiously optimistic economic recovery in India will be more durable and broad-based in 

the coming year,” said Aditi Nayar, chief economist, Icra. 

The economic recovery is likely to be broad-based and more durable in the next financial 

year as Covid-battered micro, small and medium enterprises (MSMEs), informal 

industries and contact-intensive services see a pick-up in capital investments and 

healthier balance sheets due to revival in demand, say economists. The resurgent 

Omicron variant, persisting shortages and bottlenecks, and worldwide divergence in 

policy stances due to inflationary pressures remain a concern, they say. 

While we are watchful of the economic impact of global spread of Omicron, we are 

cautiously optimistic economic recovery in India will be more durable and broad-based 
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in the coming year,” said Aditi Nayar, chief economist, NSE 0.06 % . The International 

Monetary Fund (IMF) projected an 8.5% growth for India in FY23 in its October review 

last year. Overall economic growth is likely to be impressive in the current financial year, 

statistically boosted by the low base of 7.3% contraction in FY21. The Reserve Bank of 

India has forecast a 9.5% real GDP growth in the current fiscal, which should be a 1.6% 

rise over pre-Covid FY20. 

“We also expect broad-basing of growth, with rising contributions from the services 

sector. Government support has put investments on a stronger footing vis-a-vis private 

consumption, which is currently fragile,” said Dharmakirti Joshi, chief economist, Crisil.  

MULTIPLE DRIVERS  

Next fiscal could see both investments and consumption drive growth, with exports 

providing a helping hand. Rising consumption will push capacity utilisation above the 

crucial threshold of 75% by the end of 2022, which should trigger a broadbased pickup in 

private sector investment activity, said Nayar. Private consumption — the biggest GDP 

component — rose by over 8.6% in the second quarter of the fiscal but is yet to cross pre-

Covid levels. If the economic recovery continues, private consumption is expected to 

rebound, too. An expected solid expansion in taxes will allow the government to prioritise 

growth-enhancing capital spending, which is also expected to crowd in private 

investment. The new tech ecosystem, asset monetisation and expansion of 

productionlinked scheme are among key drivers that could offset the potential demand 

slowdown. 

AND HEADWINDS  

The rapid advance of Omicron in the metros remains a concern as it could disrupt the 

economic recovery. However, economists are optimistic that its impact would not be so 

severe amid indications that the variant may spread faster but is not likely to be as 

damaging as earlier ones. “Omicron as a wildcard entry has tilted risks to outlook 

downwards. Experience tells us that successive waves, even if they overwhelm the health 

infrastructure, are less damaging to the economy,” said Joshi. Other risks that could 

weigh on growth include actions of the US Federal Reserve and other central banks, and 

domestic inflation dynamics. A rapid rise in US interest rates could disrupt financial 

markets. “Rising input prices (WPI) is bound to find its reflection on retail prices (CPI). 

This, along with higher deficit, will increase interest. However, exports is a ray of hope, 
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said Devendra Pant, chief economist, India Ratings. Economists ET spoke to expect RBI 

to raise the repo rate by 50 basis points starting next financial year. Another concern is 

high crude and commodities prices, which could cause a faster-than-expected rise in 

interest rates if inflation accelerates. 

Home 

 

More sustainable weaves 

(Source: The Hindu Businessline, January 02, 2022) 

Business leaders crystal gaze on their respective sectors on five trends that will shape their 

sector 

Sustainability will be at the heart of trends driving the clothing and apparel sector. 

1) Phygital is the new normal: Retailers will expand into newer markets. At the same 

time, use of technology to drive in-store experiences, BOPIS (buy online, pick up at store) 

will increase. 

2) Digitisation is here to stay: From AI to digital avatars, digitisation will deepen in 

all areas of business . 

3) Quick commerce: will be the new trend, as supply chain constraints continue and 

consumers seek immediacy. This, in turn, will help physical retail stores, as they become 

key cogs in the delivery and fulfilment cycle. 

4) Communities and storytelling are what drives retail. Brands and retailers will 

deepen their investments in building this relationship. Building on heritage, authenticity 

and strengthening their core 

5) Sustainability, artisanal and slow fashion: Consumers and brands will 

accelerate this move. From material to packaging to circularity, sustainability will take 

deep roots. Appreciation for well-made things and willingness to invest in “lesser but 

better” will be a trend. 

6) On the manufacturing front: Technical textiles, wearables with tech and 

functional features will be a big trend. 2022 will also see India become a serious 
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manufacturing destination led by production linked incentives, diversification and a 

growing domestic market. 

(Narasimhan is Managing Director, Indian Terrain Fashions Ltd) 

Home 

 

Buy one, get one free, but conditions apply 

(Source: Rajiv Sharma, Hindustan Times, January 02, 2022) 

Spice of Life: The art of marketing lies in striking one’s fancy and the science in striking it 

repeatedly. 

Buy one, get one free. Buy now, pay later. Heavy discount sale! These are a few catchy 

phrases that hold perennial attraction for every Indian, irrespective of gender, age or 

class. Lucrative offers by traders are tempting enough for people to loosen their purse 

strings and indulge impulsively. 

Despite being packed to capacity, wardrobes are tested for their endurance as more 

garments, bought out of the compulsion of availing discounts than out of necessity, are 

stuffed in. Discounts on the exaggerated priced apparel lead to the buying of more clothes 

without getting rid of earlier ones, resulting in a textile glut. 

Some store owners are shrewd enough to display in bold letters: 50% OFF! Once you enter 

the store and spot an article of your choice, you are politely told, “Sorry sir, this is from 

the fresh stock. Items on sale are in that corner.” You are guided to a remote section to 

select from a bunch of out-of-vogue items to avail the much-publicised offer. 

Another ploy traders resort to is mentioning on the bill: Items purchased in sale won’t be 

exchanged. It belittles the dignity of the shopper and conveys the message that buying at 

reduced prices is not cool. 

Recently, a popular brand of sports shoes offered a laptop bag worth ₹2,000 with a 

purchase of a pair of shoes costing ₹6,000. I fell for the deal and ended up buying running 

shoes worth ₹6,000! My happiness was short-lived because my daughter was quick to 

decode the arithmetic behind the offer. She said that the bag was not worth more 
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than ₹700 and the shoes I bought for ₹6,000 were available online for ₹5,000. Once 

again, my desire to have the last laugh was cut short. 

Another incident highlights the ploy traders resort to. Last month, my wife went to buy a 

woollen jacket, she was trapped in the network of freebies by the psychologists of 

marketing. When she was about to pay for the merchandise, the salesman persuaded her 

to buy one more jacket so that the bill adds up to ₹10,000. That would enable her to earn 

gift vouchers worth ₹2,000 for her next shopping jaunt. She readily accepted the offer 

and returned home with a heavy bag, and a heavier bill. 

The next day, she took our son along to buy a pullover for him by encashing the hard-

earned vouchers. The salesman clarified curtly, “Ma’am, you can avail the voucher only if 

you buy clothes worth ₹10,000 or more. You can’t simply buy an item worth the price of 

the voucher and walk away. Once again, she had to buy expensive articles to avail the 

discount and return home with a big smile, and a bigger baggage. 

When I tried to challenge her shopping acuity, she was ready with the reply, “I have spent 

to save. Look at the rewards of judicious spending before labelling my shopping trip as a 

wasteful expenditure. And listen, I have another gift voucher worth ₹2,000 in case you 

require something worthwhile.” Herein lies the art and science of marketing: The art is in 

striking one’s fancy and the science in striking it repeatedly. 

Home 

 

Andhra farmers rejoice as cotton prices soar to record high 

(Source: K Madhu Sudhakar/ IVNP Prasad Babu New Indian Express, January 03, 2022) 

Fibre crop sells for Rs 9,611 per quintal for first time at Adoni yard; officials cite low 

availability of stocks, lower cultivation as reasons. 

Cotton prices are ruling high across the country, fetching its growers extraordinary gains 

as they gave a cheerful adieu to 2021. For the first time in the 70-year-old history of the 

Adoni agriculture market yard in Kurnool, a quintal of cotton was sold for Rs 9,611 

recently. Adoni is the only market in the State where the fibre crop is traded.  
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“Since the beginning of this season, cotton prices have been increasing and now they 

crossed Rs 9,600 per quintal. It may even go up to Rs 10,000 over the next few days,” 

deputy director of the market yard B Sreekanth Reddy said.  

“The yard has been receiving around 4,000 quintals of the crop daily from across the 

southern states for the past few days, and at least 300 businessmen trade regularly in 

cotton here,” he told TNIE. Moreover, the market yard requires 10 average bids per stock, 

which is the highest in the country, the official added.  

On why the cotton prices were hiking, the DD said there was low availability of stocks 

internationally due to rains, lower cultivation and inferior quality of the kharif produce in 

other markets. “Kurnool cotton seed and lint are of better quality, which is why traders 

from across the country are interested in exporting the produce grown here.” Often 

referred to as the ‘white gold’, cotton has become a ray of hope for the farmers. 

“I have been growing cotton as my main crop for the last five years. Every year I suffered 

losses as the minimum support price for the yield is not suitable. This year, incessant rains 

in November only added to my fears and I had lost all hopes. Fortunately, the rains did 

not damage the fibre crop much and the yield was good. Now the merchants are offering 

us over Rs 9,000 per quintal. They are even ready to come to our fields and take the 

produce directly, which was never the case,” said Gunji Tirupatayya from Chimakurthy 

mandal in Prakasam district.  

According to information, the crop is grown in 81,601 hectares in Prakasam, most of 

which are in the western parts of the district. The minimum support price for the crop is 

Rs 6,025 per quintal.  

“Cotton growers in Parchuru are getting good prices for the first time. Though rains 

damaged the crop to some extent during the flowering stage, we got a yield of 5 quintals 

per acre. One quintal was sold for Rs 8,000,” KVS Ramachandra Rao said. 

Home 

 

From digital clothes to algopowered trends, technology will change how we 

create, sell and consume fashion 

(Source: Economic Times, January 03, 2022) 



     

                                                                                                                                            

 
www.citiindia.org 

 

36 CITI-NEWS LETTER 

Jaspreet Chandok, head of RISE Fashion & Lifestyle, says the pandemic has accelerated 

technology adoption cycle by consumers. “Over the last year, designers, fashion retailers 

and fashion platforms like ours have moved to phygital and omnichannel models. The 

focus should now be on creating strong distribution and supply chains to cater to this 

rising demand.” 

When designer JJ Valaya says that technology is pretty much becoming the backbone of 

just about everything and for everyone, he insists that we are just skimming the surface 

when it comes to technology’s intersections with fashion. “We are 
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GLOBAL 

RCEP certificates issued to ease flow of international trade 

(Source: Zhu Wenqian, China Daily, January 02, 2022)   

The China Council for the Promotion of International Trade (CCPIT), China's foreign 

trade and investment promotion agency, issued RCEP certificates of origin for 69 Chinese 

enterprises nationwide on Jan 1. 

With the certificates, enterprises can enjoy preferential tariffs when they export goods to 

RCEP member countries. Those companies' exports include mechanical and electrical 

products, textiles and chemical products. The value of these exports came in at $12 

million, and the RCEP certificates of origin are expected to help reduce tariffs for the 

related Chinese enterprises by $180,000, CCPIT said. 

After RCEP took effect on Jan 1, more than 90 percent of goods trade between member 

countries will eventually enjoy zero tariffs. Those include immediate cutting of tariffs to 

zero and cutting of tariffs to zero gradually in 10 years. 

The measures indicate member countries will fulfill their promises to liberalize trade in 

goods in a relatively short time, and it will vigorously help enhance regional economic 

integration in East Asia as well as help with economic recovery and growth in the post-

pandemic era, CCPIT said. 

Currently, Singapore, Thailand, Japan, New Zealand and Australia have adopted electric 

issuance of RCEP certificates of origin. 

For Chinese enterprises that would like to export products to these countries, the 

certificates of origin will be fully electronically issued and CCPIT will provide online 

approval and printing services to enterprises. 

For Chinese enterprises that would like to export products to Brunei, Laos, Vietnam or 

Cambodia, those countries temporarily are not accepting electronic signatures, and they 

require manual signatures and stamps on the certificates, CCPIT said. 
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CCPIT has issued certificates of origin for various trade agreements and preferential trade 

arrangements. As of Dec 15, 2021, the CCPIT had issued 1.08 million certificates of origin 

for Chinese enterprises, and the number increased 25.7 percent year-on-year. 

As of that date, the value of exports involved reached $63.42 billion, surging 98.8 percent 

year-on-year, and the certificates have helped reduced tariffs by at least $3.17 billion for 

Chinese enterprises that export goods abroad, CCPIT said. 

Home 

 

Brexit trade trouble increasingly hits UK firms: BCC survey 

(Source: Fibre 2 Fashion, January 03, 2022) 

A recent survey carried out by the British Chambers of Commerce (BCC) shows a rise in 

the proportion of firms reporting difficulties with the various changes brought about to 

UK-European Union (EU) trade compared to when the same questions were last asked in 

January. For buying and selling goods, 60 per cent of the firms faced difficulties, while 

for buying and selling services, it was 30 per cent. 

For moving people, 24 per cent of the 981 business surveyed face difficulties, while for 

transferring data, the figure was 11 per cent, the chamber said in a press release. 

Problems faced by firms include value-added tax (VAT) requirements like the need for a 

fiscal representative and delays or returned goods despite VAT being paid, additional 

customs procedures and checks requiring additional paperwork and causing delays, new 

rules of origin requirements that have required some firms to change production 

processes or audit complex supply chains, difficulty recruiting staff due to EU workers 

returning home (COVID is cited as another cause for this), and the rules of the Northern 

Ireland Protocol causing increased costs and administration for businesses in Northern 

Ireland and Great Britain. 

Home 

 

Pakistan: MoC withdraws textile, apparel policy 2020-25? 
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(Source: Business Recorder, January 03, 2022) 

Finance Ministry’s harsh conditions on new fiscal incentives have reportedly compelled 

Commerce Ministry to withdraw its Textile and Apparel Policy 2020-25 despite the fact the 

ECC has already approved it and the latter’s decision was ratified by the Cabinet, sources 

close to Secretary Commerce told Business Recorder. 

According to Finance Ministry, the government is consistently supporting the export 

sector. During last three years, an estimated amount of Rs 115.5 billion under DLTL 

schemes to textile exporters and over Rs 100 billion as power and gas subsidy were 

disbursed to zero-rated sectors. Further concessions included taxes and duty-free import 

of raw material and machinery, and market determined exchange rate and subsidized 

financing by the State Bank of Pakistan (SBP) were provided. 

However, exports of five zero-rated sectors registered negative growth in 2019-20 vis-à-

vis 2018-19 and annual cumulative growth rate remained 6 per cent in the last three years. 

Finance Division argues that it is imperative for Commerce Ministry to take a holistic 

picture of the unprecedented support and outcome thereof for informed decision making 

by the ECC/Cabinet. 

Discontinuation of gas to hit textile exports in a big way 

The Finance Division, in its comments said that it shall continue to provide subsidy 

support within fiscal space subject to the following: (ii) considering highest ever increase 

in the LNG prices globally, i.e., US $ 25-30 MMBTU, the agreed rate of $ 9 per MMBTU 

is required to be made applicable with immediate effect till June 30, 2022 and to review 

energy supply rates in July-August of every financial year during the period of the 

policy;(ii) as DLTL policy is being separately contemplated, its numbers and references 

being duplicative may be deleted;(iii) Ministry of Commerce to apprise the ECC on 

quarterly basis about the export performance of sectors covered under the proposed 

policy;(iv) the comments of Federal Board of Revenue (FBR) and SBP may be solicited 

and incorporated in the proposal;(v) annual review of exports vis-à-vis targets to provide 

sufficient justification for continuity of the incentives;(vi) subsidized gas supply to captive 

power plants may be reviewed with definite timelines; and (vii) comments of Finance 

Division may be formed part of the policy document. 

Federal Minister for Energy maintained that the co-generation plants that do not have 

any problem should be immediately shifted to the national grid. 
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“There will be a very good electricity package and it would save approximately 40-50 

MMCFD gas, after shutting down spinning industry,” he maintained. 

A follow-up meeting of the committee headed by Advisor to Prime Minister on Commerce 

and Investment was held on October 28, 2021. The committee recommended 

incorporating following points in the draft policy: Electricity and RLNG will be provided 

to the export-oriented units/ sectors of textile industry at regionally competitive rates 

throughout the policy years without any disparity among the provinces. During FY 2021-

22, electricity will be provided at Cents 9 per KWh all-inclusive and RNLG at $ 6.5 per 

MMBTU all-inclusive. However, an exercise will be conducted jointly with the Ministry of 

Energy (Power and Petroleum Divisions) during pre-budget consultative sessions 

annually to review the energy tariffs. In case of abnormal fluctuations in regional energy 

prices, the approved rates may be revised on an average of energy prices for industrial 

consumers for the regional competitors (Vietnam, Bangladesh, etc.) and announced in 

federal budget along-with budgetary allocations by Finance Division as actually required 

by the Ministry of Energy so that energy regime would remain fully funded throughout 

the policy years. 

Home 

 

Canada trade up 26%, ASEAN FTA lifts hopes 

(Source: Phnom penh Post, January 03, 2022) 

Bilateral trade between Cambodia and Canada was valued at about $822 million in the 

first 10 months of 2021, marking a 26 per cent year-on-year surge, and many economists 

are hopeful that an ASEAN-Canada free trade agreement (FTA) would be able to create a 

more favourable environment and further accelerate that growth rate. 

Official negotiations for the ASEAN-Canada FTA were announced at the virtual 10th 

ASEAN Economic Ministers- (AEM) Canada Consultations on November 17. The 

Cambodian delegation to the event was led by Minister of Commerce and ASEAN 

Economic Minister for Cambodia Pan Sorasak. 

In January-October 2021, Cambodian exports to Canada were worth $790 million, up by 

31 per cent year-on-year from $604 million, and imports logged $32 million, down by 33 
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per cent from $48 million in the same period in 2020, according to the Ministry of 

Commerce. 

Cambodia Chamber of Commerce (CCC) vice-president Lim Heng told The Post that an 

ASEAN-Canada FTA, much like other similar bilateral and regional trade deals, would 

greatly benefit the Kingdom and provide new avenues to export local merchandise. 

“Cambodia has exported a lot of core merchandise to the Canadian market such as textile 

products, garments and apparel, travel goods, bicycles, et cetera. 

“So if Cambodia, as an ASEAN member, gets preferential tariffs on these items, it’d be 

able to grab the attention of those investors who produce goods for export to Canada,” he 

said. 

Heng shared that the CCC is working with the ministry to open its first representative 

office abroad, in Canada, “as soon as possible” after numerous Covid-related delays. 

Branches are also planned for the EU, US, China and Japan, he said, adding that these 

offices aim to facilitate business relations. 

Hong Vanak, director of International Economics at the Royal Academy of Cambodia, 

billed Canada as a “developed and prosperous country” that buys a lot of goods from the 

Kingdom, mostly textile-based wares, bags, travel products and other items. 

He remarked on the strong historical trade performance between the two countries, and 

said: “Through continuous production diversification, Cambodia expects to be able to 

export more to Canada. 

“By introducing new investment laws and other trade legislation, I foresee that the trade 

volume between the two countries will be even bigger in the future,” he told The Post. 

Home 

 

Pakistan: MoC to submit new textile and apparel policy to ECC 

The committee further recommended that Ministry of Commerce and Ministry of Energy 

will jointly devise a mechanism in 2-3 months on targeting energy regime to real 
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beneficiaries in a way that export oriented sectors/ units of textile industry would remain 

internationally competitive. 

The committee maintained Duty drawback (DLTL) will be continued for value-added 

products only (i.e., technical textiles, apparel, made-ups and carpets); however, it will be 

de-linked with increment in exports. Moreover, diversification within products and 

markets will be offered an additional incentive. Ministry of Commerce will further pursue 

the SBP and FBR to automate disbursements process of the duty drawback schemes on 

the lines of custom duty drawback mechanism where payments are made directly to 

exporter accounts by SBP on receipts of foreign exchange for notified products export 

subject to allocation of funds by the Ministry of Finance. 

On December 16, 2021, the ECC discussed the revised draft of Textile and Apparel Policy 

2020-25 and approved it with the following amendments: (i) electricity and RLNG rates, 

indicated for fiscal year 2021-22, will be substituted, with regionally competitive energy 

rates;(ii) the regionally competitive RLNG rates will be applicable on processing 

industry;(iii) for the captive and the cogeneration units, a separate policy by the 

formulated by the Ministry of Energy, in consultation with the Ministry of Commerce, 

which will cover the benefits; and (iv) comments of the Finance Division shall be made 

part of the proposed Textile and Apparel Policy 2020-25. 

The sources said, the Federal Cabinet, on December 21, 2021 also ratified the decision. 

However, Advisor to Prime Minister on Commerce and Investment, Abdul Razak Dawood 

has claimed that he requested the Cabinet that he wanted to withdraw the policy from 

Cabinet, but his viewpoint has not been recorded accurately. 

Now, Commerce Ministry has written a letter to Cabinet Division, requesting withdrawal 

of Textile and Apparel Policy 2020-25. 

Home 

 

 

US removes Mali, Ethiopia, Guinea from duty-free trade programme over 

violations 

(Source: Wionews, January 02, 2022) 
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In a measure taken in response to alleged human rights violations and recent coups, the 

United States on Saturday cut off Mali, Ethiopia and Guinea from access to a duty-free 

trade programme.   

In November, US President Joe Biden had threatened this action by saying that Ethiopia 

would be removed from the duty-free trading regime provided under the US African 

Growth and Opportunity Act (AGOA). 

The president had made the announcement over alleged human rights violations in the 

Tigray region, while Mali and Guinea were targeted due to the recent coups in these 

countries.   

In a statement, the US Trade Representative’s office, said, "The United States today 

terminated Ethiopia, Mali and Guinea from the AGOA trade preference programme due 

to actions taken by each of their governments in violation of the AGOA Statute."    

The USTR statement said, "The Biden-Harris Administration is deeply concerned by the 

unconstitutional change in governments in both Guinea and Mali, and by the gross 

violations of internationally recognised human rights being perpetrated by the 

Government of Ethiopia and other parties amid the widening conflict in northern 

Ethiopia."   

Ethiopia's textile industry, which supplies global fashion brands, will be one of the worst 

sufferers of this suspension.  

Home 

 

Govt preparing national chemical guidelines 

(Source: TBS News, January 02, 2022) 

The guideline will give textile and garment factories guidance to resource efficient 

management of chemicals 

The Ministry of Commerce is preparing a National Chemical Management Guidelines for 

the textile and garments industry of Bangladesh.  
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The Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH on behalf of 

the Government of the Federal Republic of Germany is helping the commerce ministry to 

develop the guideline.  

A consultation session was organised by the commerce ministry on 2 January to share the 

draft guidelines with the stakeholders and gather their suggestions on it, read a press 

release.   

The guideline will give textile and garment factories guidance to resource efficient 

management of chemicals in a way that is safe for the people working in the factories and 

at the same time environment friendly.  

Although Bangladesh is in the second position for quite a long time now as far as export 

of textile and garments in the global market, there is no national guideline governing the 

management of chemicals.  

Consequently, the textile sector is forced to comply with different standards set by 

different fashion brands. A comprehensive national guideline on chemical management 

would help address this challenge.  

The draft guidelines have been developed through separate consultation with the main 

stakeholder groups.  

The consultation session was presided over by Mst Kamrunnaher, joint secretary of 

Ministry of Commerce.  

Representatives from the Ministry of Commerce, Ministry of Environment, Forest and 

Climate Change, Ministry of Industries, and Ministry of Labour and Employment took 

part in the discussion.  

Home 

 

Japan's fashion industry gets a green makeover 

(Source: Walter Sim, Straits Times, January 02, 2022) 

Japan's fashion industry is undergoing a makeover, with labels such as Asics, Muji and 

Uniqlo pledging to go green to shed the scourge of pollution associated with the trade. 
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Fashion is said to be the second-most pollutive industry globally, after the oil industry, 

with massive amounts of carbon dioxide emitted and water sucked up across the supply 

chain, not to mention the tonnes of clothing that are thrown away and incinerated each 

year. 

Data from Japan's Ministry of the Environment last year shows that the production of one 

piece of garment involves, on average, the release of 25.5kg of carbon dioxide into the air 

and the use of about 2,300 litres of water. 

For clothes sold in Japan, an estimated 95 million tonnes of carbon dioxide are emitted 

each year - or 4.5 per cent of the total emissions of the global fashion trade - with about 

8.4 billion cubic m of water consumed - or 9 per cent of the global trade. 

Yet, an average 480,000 tonnes of clothing are incinerated or buried in landfills each year, 

with just 34 per cent reused or recycled, noted the ministry. 

"Given the interconnected supply chain, a lot of resources are being tapped worldwide to 

make each piece of clothing, and the environmental burden is growing with more clothing 

being produced," the ministry said. 

Japan's official pledge in 2020 to achieve carbon neutrality by 2050, and to slash its 

greenhouse gas emissions by at least 46 per cent from 2013 levels by 2030, has spurred 

companies to take action. 

The Japan Sustainable Fashion Alliance, an Environment Ministry-backed initiative with 

28 companies on board thus far, held its first meeting in November. 

The industry group is led by outdoor apparel brand Goldwin, trading firm Itochu and 

recycling start-up Japan Environment Planning (Jeplan), with companies such as Asics 

and Muji parent company Ryohin Keikaku on board. 

Textile maker Toray Industries, whose materials are widely used in Uniqlo clothing such 

as its Heattech and Airism labels, is also in the alliance. 

Jeplan chief executive Masaki Takao said: "Due to the complex and long supply chain of 

the fashion industry, sustainability cannot be achieved if society does not work together 

as a whole. It is also necessary to work on changing consumption behaviour." 
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This could be a challenge, especially since shopper demand for sustainably produced 

clothing remains lukewarm. Also, many consumers are unaware of - if not uninterested 

in - how their clothing is made and the resulting environment impact. A study by the 

Environment Ministry showed that only 4 per cent of shoppers actively buy sustainable 

fashion. Another 51 per cent "have interest" in sustainability issues but this does not 

translate into action, while 41 per cent said they do not care. 

What this means is that it is up to companies to drive change, including setting up 

collection bins for old clothes that are then recycled into brand new apparel or donated to 

refugees or the homeless. 

While not part of the industry group, retail giants Aeon and Takashimaya last year each 

launched new products made fully from recycled apparel. Separately, Uniqlo parent Fast 

Retailing has laid out its sustainability targets towards a net-zero carbon goal by 2050. It 

said that by 2030, it aims to raise the percentage of recycled fabrics used in its products 

to 50 per cent, while using 100 per cent renewable energy for all its in-house operations, 

among other things. 

"We don't feel that our responsibility ends with the making, transporting and selling of 

clothes," group senior executive officer Koji Yanai told a news conference last month. 

He noted how the company has donated old clothes to refugees and evacuees in Japan. 

In 2020, it launched a recycled down jacket in what was its first product-to-product 

recycling initiative. Mr Yanai said: "Going forward, we want to create more ways of 

promoting clothes-to-clothes recycling, as we have done with our recycled down jackets, 

or turning second-hand clothes into different resources." 

Mr Yukihiro Nitta, who is in charge of sustainability at Fast Retailing, added that the 

company will launch a research and development facility with Toray Industries this year 

to advance recycling and materials development. 

The company is also in talks with automakers, construction and other materials 

manufacturers, he added, stressing the need to build a circular economy. 

Home 

Bangladesh: Save ailing non-textile factories 
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(Source: The Daily Star, January 03, 2022) 

Businesses urge prime minister 

Business leaders yesterday sought the prime minister's attention to save the ailing non-

textile factories, which are struggling to stay afloat owing to the ongoing financial crisis. 

They came up with the call at a meeting of the Federation of Bangladesh Chambers of 

Commerce and Industry (FBCCI) Standing Committee on Rehabilitation of the Sick 

Industry. After coming to power in 2009, the Awami League-led government formed a 

high-powered task force to rehabilitate the sick industry and settle their liabilities, the 

business leaders said. Then, the task force categorised sick factories into three categories 

namely garments, textiles and non-textiles and as per the decision of the task force, the 

government had issued circulars to settle the liabilities of 279 garment factories and 100 

textile factories, they said. 

But no non-textile factory has got this facility yet and even though all these industries are 

sick, the banks have filed cases in the Money Loan Court showing that they are defaulters, 

the businesses alleged. 

Though Bangladesh Bank and finance ministry held several meetings, they could not 

come up with any solution in this regard. As a result, the ailing non-textile factories are 

unable to take on new business ventures, they observed. Therefore, the sick industries 

have now been seeking the prime minister's help to get rid of this situation, the business 

leaders added. Tahmin Ahmed, director-in-charge of the committee, said they will send a 

letter to the prime minister soon seeking her help in rescuing the sick industry owners. 

Home 
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