
 

  

 

  

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

20-01-2022 137.50 (+2.95) 

19-01-2021           87.10 

14-01-2020 80.20 

New York Cotton Futures (Cents/lb) 
As on 24.01.2022 (Change from 

previous day) 
    Mar 2022      121.08 (-1.79) 

    May 2022      118.25 (-1.42) 

    July 2022      116.83 (-0.48) 

  

  24th  

January 

2022 

Cotton and Yarn Futures 
 ZCE - Daily Data 

(Change from 
previous day) 

MCX (Change from previous day) 
 

Jan 2022 36080 (-280) 

Cotton 22160 (-125) Feb 2022 36430 (-310) 

Yarn 27530 (0) Mar 2022 37000 (-10) 
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NATIONAL: 

Work starts on ₹16,600-crore scheme to boost manufacturing in textiles, 

may be announced in Budget 

(Source: Economic Times, January 24, 2022) 

The textile ministry has proposed investment and value-addition linked incentives under 

the scheme. Incentives for technology transfer in case of joint ventures by foreign 

manufacturers, and support for research and development and commercialisation, are 

also likely to figure in the planned scheme. 

The government has begun work on a new scheme with an outlay of about Rs 16,600 crore 

for the next five years for textile machinery manufacturing, support to technology 

upgradation in existing clusters and micro, small and medium enterprises (MSMEs), and 

support for new integrated manufacturing facilities in various segments including 

spinning, weaving and knitting. 

The new scheme, Textile Technology Development Scheme, might be announced in the 

upcoming Union budget. It will replace the Amended Technology Upgradation Fund 

Scheme (ATUFS), which ends on March 31, 2022. 

Beneficiaries of the production-linked incentive (PLI) scheme for textiles would not be 

eligible for incentives under the new programme, said officials. 

"The scheme is at a conceptual stage and is awaiting approvals from various levels. There 

might be a new name for the scheme," said an official, who did not wish to be identified. 

The Technology Upgradation Fund Scheme was launched in 1999 and has been modified 

many times since then. "We have done industry consultations, and the proposed scheme 

has two new components - textile machinery and integrated modern facilities," said the 

official. The thrust on manufacturing textile machinery is crucial as India imported 

shuttle-less looms, sewing machines and knitting machines, among others, and 

accessories such as spindles and needles worth almost Rs 72,000 crore in the past five 

years, mostly from China. 

The textile ministry has proposed investment and value-addition linked incentives under 

the scheme. Incentives for technology transfer in case of joint ventures by foreign 

manufacturers, and support for research and development and commercialisation, are 
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also likely to figure in the planned scheme as it seeks to encourage indigenous 

manufacturing of machinery with a focus on the garmenting sector. Thresholds and caps 

for the incentives are also in the works, according to the official. "Sustainability, 

compliance, innovation and job creation are the focus areas of the new scheme. It aims to 

improve scale and technology simultaneously through integrated modern textiles 

manufacturing," an industry representative involved in the consultations said on 

condition of anonymity. 

Home 

India's economy has bright spots, 'very dark stains': Raghuram Rajan 

(Source: Business Standard, January 24, 2022) 

Economist and former RBI governor fears 'scarring to the middle class' after pent up 

economic demand ends. 

The Indian economy has "some bright spots and a number of very dark stains" and the 

government should target its spending "carefully" so that there are no huge deficits, noted 

economist and former RBI Governor Raghuram Rajan said on Sunday. 

Known for his frank views, Rajan also said the government needs to do more to prevent a 

K-shaped recovery of the economy hit by the coronavirus pandemic. Generally, a K-

shaped recovery will reflect a situation where technology and large capital firms recover 

at a far faster rate than small businesses and industries that have been significantly 

impacted by the pandemic. 

"My greater worry about the economy is the scarring to the middle class, the small and 

medium sector, and our children's minds, all of which will come into play after an initial 

rebound due to pent up demand. One symptom of all this is weak consumption growth, 

especially for mass consumption goods," Rajan told PTI in an e-mail interview. 

Rajan, currently a Professor at the University of Chicago Booth School of Business, noted 

that as always, the economy has some bright spots and a number of very dark stains. 

"The bright spots are the health of large firms, the roaring business the IT and IT-enabled 

sectors are doing, including the emergence of unicorns in a number of areas, and the 

strength of some parts of the financial sector," he said. 
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On the other hand, "dark stains" are the extent of unemployment and low buying power, 

especially amongst the lower middle-class, the financial stress small and medium-sized 

firms are experiencing, "including the very tepid credit growth, and the tragic state of our 

schooling". 

Rajan opined that Omicron is a setback, both medically and in terms of economic activity 

but cautioned the government on the possibility of a K-shaped economic recovery. 

"We need to do more to prevent a K shaped recovery, as well as a possible lowering of our 

medium term growth potential," he said. 

The country's GDP is expected to grow over 9 per cent in the current financial year that 

ends on March 31. The economy, which was significantly hit by the pandemic, had 

contracted 7.3 per cent in the last fiscal. Ahead of the Union Budget, Rajan said that 

budgets are supposed to be documents containing a vision and he would love to see a five- 

or ten-year vision for India as well as a plan for the kinds of institutions and frameworks 

the government intends to set up. 

On whether the government should go for fiscal consolidation or continue with stimulus 

measures, Rajan pointed out that India's fiscal situation, even coming into the pandemic, 

was not good and this is why the finance minister cannot spend freely now. 

While the government must spend where necessary at this time to alleviate the pain in the 

most troubled areas of the economy, he said, "We must target the spending carefully so 

that we do not run huge deficits." Finance Minister Nirmala Sitharaman is scheduled to 

present the Union Budget 2022-23 in Parliament on February 1. 

Regarding the rising inflationary trends, Rajan said inflation is a concern in every country, 

and it would be hard for India to be an exception. 

According to him, announcing a credible target for the country's consolidated debt over 

the next five years coupled with the setting up of an independent fiscal council to opine 

on the quality of the budget would be very useful steps. 

"If these moves are seen as credible, the debt markets may be willing to accept a higher 

temporary deficit," he said, adding that to convince markets that "we will be responsible, 

we should strengthen the institutional support to future fiscal consolidation." Further, 
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Rajan said that one way to expand budgetary resources is through asset sales, including 

parts of government enterprises and surplus government land. 

"We need to be strategic about what we can sell, and how we can improve the economy's 

performance through those sales... Once we decide to sell, though, we should move fast, 

something we have not done so far," he opined. 

Regarding the upcoming budget, Rajan said that he would be happy to see more tariff cuts 

and far fewer tariff increases, and far fewer sops or subsidies to specific industries. 

"Particularly, (I) would welcome an independent assessment of the Production Linked 

Incentive schemes". 

Home 

Apprenticeship revamp: On-the-job training for all sectors in the offing 

(Source: Yogima Seth Sharma, Economic Times, January 24, 2022) 

The government could open up on-the-job training for all sectors, besides bringing 

apprenticeship under one ministry or an umbrella body, as part of its efforts to 

significantly improve apprenticeship in India. The move is aimed at skilling India's 

workforce at a rapid pace across sectors, especially for the 13 sectors under the 

production-linked incentive (PLI) scheme, and to cover up the loss in skilling for two 

years due to the Covid-19 pandemic. 

A host of skilling related announcements could be made in the Union budget for 2022-23 

on February 1, with a focus on incentivising private players to take up skilling in a big way. 

Currently, the retail sector has the flexibility of on-the-job training but other fast-growing 

sectors including logistics and healthcare are deprived of this flexibility. This increases 

the time span for bringing apprentices on board as they first have to undergo physical 

class-room training. 

Besides, the ministries' skill development and entrepreneurship, and human resource and 

development, both have one apprenticeship scheme each, leading to overlap and 

confusion among candidates and employers. "The government is focused on making 

apprenticeship in India at par with global standards and this requires focussed 

intervention," said a senior government official, who did not wish to be identified. "We 

are analysing various options and an announcement to this effect could be made soon." 
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According to India Skills Report 2021, employability of India's youth decreased to 45.9% 

in 2021 from 46.21% in 2020 and 47.38% in 2019, primarily due to the loss of skilling in 

the past two years. In India, just 0.26 million people are apprentices compared to 0.5 

million in the UK, 3 million in Germany, 10 million in Japan and 20 million in China. This 

is miniscule when compared to nearly 10 million youths that enter India's workforce every 

year. Industry associations have asked the government to involve them as third-party 

agencies for scaling up apprenticeship in India. 

"Across the world, apprenticeship has emerged as one of the successful models to get a 

skilled workforce for the government ahead of the Budget. India's current apprenticeship 

scheme allows 2.5-15% of the organisations' total workforce to be apprentices and firms 

with 30 or more employees need to mandatorily hire apprentices. 

Home 

Profits poor as input costs pressure margins 

(Source: Financial Express, January 24, 2022) 

Firms with strong brands do take price hikes but volumes modest; Smaller players are 

losing market share to bigger rivals 

Although India Inc was able to report reasonably strong sales in the three months to 

December, 2021, elevated raw material costs left operating margins and the bottom line 

under pressure. Revenues rose a smart 33.5% y-o-y during the quarter for a universe of 

185 early birds (excluding banks and financials) but the net profits for the sample 

increased by only 14.4% y-o-y. The results are positively weak if Reliance 

Industries and TCS are excluded; the net profit is virtually flat at an anaemic 1.3% while 

the top line growth is a more modest 24%. 

To be sure, this is partly due to the huge Rs 7,300 crore loss posted by Vodafone Idea but 

profit growth has been weak, nonetheless. RIL and TCS account for almost half the sales 

for the sample. 

Companies with strong brands were able to take price hikes but volumes were modest 

indicating inflationary pressures are clearly keeping demand subdued. 

Smaller players are losing share to their bigger and stronger rivals as the high cost of raw 

materials erodes their competitiveness. Most managements point out the recovery in 

rural geographies, post the second wave, has been rather muted. 

https://www.financialexpress.com/market/stock-market/reliance-industries-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/reliance-industries-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/tata-consultancy-services-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/vodafone-idea-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/reliance-industries-ltd-stock-price/


     

                                                                                                                                            

 
www.citiindia.org 

 

8 CITI-NEWS LETTER 

Volume growth was unexciting for many. At Bajaj Auto, volumes for motorcycles fell 20% 

led by a shortage of chips and slowing demand as the cost of ownership increase. Volumes 

at Ultratech declined 6% y-o-y during the quarter primarily hurt by heavy and unseasonal 

rains in some places, bans on construction in some areas and a shortage of labour. At 

Ceat, they were down 4.5% y-o-y. 

Some firms were able to take price increases. Asian Paints has been able to hike prices by 

about 22% in the nine months to December to combat a 25% rise in input costs. Despite 

this, it managed to grow its volumes by a strong 18% in the December quarter. 

 

Hindustan Unilever was able to report a reasonably strong top-line growth of 10% y-o-y 

thanks to price increases of around 9% y-o-y although volumes increased by just 2%. 

Blended realisations at Ultratech increased to by 12% y-o-y as it was able to sell more 

premium products. However, the cement manufacturer’s Ebitda fell 25% y-o-y. 

https://www.financialexpress.com/market/stock-market/bajaj-auto-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/asian-paints-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/hindustan-unilever-ltd-stock-price/
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Raw material costs for the sample jumped a huge 632 basis points, leaving margins under 

pressure. Bajaj Auto’s Ebitda margin, for instance, contracted 420 basis points y-o-y 

driving down the Ebitda by 21% y-o-y. At Ceat, Ebitda margins crashed 920 basis points 

as raw material costs soared to 66% of sales. At Havell’s, gross margins crashed 583 bps 

driving down by Ebitda margins by nearly 400 bps; although sales increased by 15.4% y-

o-y, the Ebitda fell by 13.3%. 

The IT pack put on yet another good show, reporting good revenues and profit margins 

prompting analysts to upgrade earnings estimates. Revenue growth at TCS was broad-

based across verticals. Infosys’ performance too was a strong one as it demonstrated good 

execution. The recovery has seen retailers get back on track; Shoppers Stop, for instance 

turned debt-free in Q3FY22, posting a stand-alone revenue growth of 34% y-o-y, albeit 

on a low base. 

Home 

Union Budget 2022: The challenges and the team behind it 

(Source: Economic Times, January 24, 2022) 

ET takes a look at the team that is drafting the budget that needs to enable high growth 

while keeping the fiscal deficit in check and inflation contained. 

Finance minister Nirmala Sitharaman’s budget for FY23 that will be presented on 

February 1 will be watched keenly for measures for firing up the pandemic-hit economy. 

ET takes a look at the team that is drafting the budget that needs to enable high growth 

while keeping the fiscal deficit in check and inflation contained. 

 

https://www.financialexpress.com/market/stock-market/infosys-ltd-stock-price/
https://www.financialexpress.com/market/stock-market/shoppers-stop-ltd-stock-price/
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A 1987 batch IAS officer from the Tamil Nadu cadre, T V Somanathan served as a joint 

secretary in the Prime Minister’s Office in 2015 after a stint at the World Bank. 

Somanathan, as the finance secretary, has a tightrope walk ahead of providing funds for 

growth while keeping an eye on the fiscal goals. The third wave of the pandemic has 

adversely impacted the economic recovery. The upcoming budget will have to address the 

key challenge of lifting growth, consumption and investments. Somanathan has been 

pushing ministries and departments to spend their capital expenditure budget and is 

expected to continue with this thrust in F23 as well. A granular review of schemes of 

various departments and ministries is likely to show up in the form of better focused and 

lesser central schemes. 

Ajay Seth, a 1987 Karnataka cadre IAS officer, was appointed economic affairs secretary 

in April last year when the country was hit hard by the second wave of the Covid 19 

pandemic. Seth, who had handled the budget and resources and the commercial taxes 

department in Karnataka, has a tough task cut out for him as the third wave has dented 

the nascent recovery. He will also be watched for measures undertaken to revive growth 

without losing sight of the fiscal consolidation roadmap 

Panda, a 1987 batch IAS officer has been instrumental in laying the foundation for next-

generation reforms in public sector financial institutions. Public sector banks have finally 

turned around and the upcoming budget is expected to provide further impetus. He was 

instrumental in setting up of the bad bank and the development finance institution. With 

Jandhan 3.0 in the works, the upcoming budget will be keenly watched out for building 

on these measures. 

Tarun Bajaj, a 1988 batch Haryana cadre IAS officer, served in the Prime Minister’s Office 

before he joined the finance ministry as secretary economic affairs. Bajaj, who joined the 

ministry during the first wave of the pandemic when the country was under a partial 

lockdown, was one of key officials who steered the Atmanirbhar Bharat relief packages. 

He was later shifted to the Revenue department and was entrusted with the task of setting 

realistic tax targets, which the government was missing year after year, upsetting its fiscal 

maths. With his mantra of “understate and overachieve”, this year the department is set 

to exceed tax collections. His department has sent out a strong message to foreign 

investors by withdrawing the retrospective tax amendment, paving the way for settlement 

of the tax disputes arising out of the controversial measures. This year the budget is 
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expected to build upon measures to ease compliances and offer some relief to the 

pandemic hit businesses and taxpayers. 

A 1987 Odisha cadre IAS officer, Pandey, has delivered on the privatisation of Air India. 

With 17 more strategic sales lined up and asset monetization pipeline ready, he has an 

action packed year ahead. The mega listing of Life Insurance Corporation is being eagerly 

awaited not just by the government to meet its large spending requirements, but also the 

markets. 

Home 

Garment exporters lose orders for sharp rise in fabric prices 

(Source: Times of India, January 24, 2022) 

The continuous rise in fabric and yarn prices in the past one year have hit the garment 

exporters who are losing out to countries like competitive Bangladesh. Vimal Shah, 

president of Garment Exporters Association of Rajasthan said that it has become 

impossible to absorb the increase of 40-50 per cent in fabric prices and remain 

competitive. Shah said they have written to various central ministries like finance, textile, 

and commerce for a calibrated policy on export of yarn. “Exports of yarn should not be at 

the cost of garments. In the garment industry, lakhs of people are employed. If the 

garment industry suffers, the revenues from yarn cannot compensate for the loss as it has 

limited value addition,” said Shah. 

He said that the domestic exporters are facing difficulties in converting queries into 

orders as they cannot match the price countries like Bangladesh offer. “We cannot offer 

the rate for orders that other countries are giving. We will have no margin given the rise 

in fabric prices,” added Shah. While cotton prices have escalated owing to supply 

constraints, hoarding by traders and speculation in the commodities markets have further 

raised the rates. Even the spinning mills have become the biggest gainers in the value 

chain. Garment manufacturers who are catering to the domestic market as well, have been 

impacted due to Covid lockdowns. In the past, the organized retailers, who sourced from 

the manufacturers, did not pay for 6-12 month. 

Home 
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Explained: India’s buoyant export performance, and why trade balance is 

still unfavourable 

(Source: Karunjit Singh, Indian Express, January 24, 2022) 

India’s exports have risen nearly 50 per cent year on year in the first nine months of this 

fiscal, putting the country on track to hit a target of $400 billion in merchandise exports. 

India’s exports have risen nearly 50 per cent year on year in the first nine months of this 

fiscal, putting the country on track to hit a target of $400 billion in merchandise exports. 

India’s imports have also risen sharply during the same period leading to a sharp uptick 

in India’s fiscal deficit. India is pursuing a number of new Free Trade Agreements (FTAs) 

to expand opportunities for Indian exporters. 

India’s exports between April and December 2021 hit $301.4 billion, up 49.7 per cent year 

on year and 26.5 per cent above exports during the same period in 2019. Exports of two 

traditional sectors — petroleum products and gems and jewellery — have been key 

contributors to the export growth in December, rising by 152 per cent and 16.2 per cent 

respectively, over the previous fiscal. India’s exports have been buoyed by a worldwide 

increase in trade with global merchandise trade posting a quarterly record of $5.6 trillion 

in Q3 2021, according to a report by United Nations Conference on Trade and 

Development. Global trade in both goods and services in 2021 is estimated to be worth 

$28 trillion, up 23 per cent from 2020 and 11 per cent when compared to pre-Covid-

19 levels. 

Among non-petroleum and non-gems and jewellery exports, engineering goods, such as 

iron and steel products, organic and inorganic chemicals as well as textile products such 

as cotton yarn and fabrics have been key contributors to export growth in this fiscal. 

Exports of engineering goods grew 38.4 per cent in December to $9.8 billion, up from 

$7.1 billion a year ago. Exports of electronic goods rose 34 per cent to $1.7 billion, while 

that of organic and inorganic chemicals grew by 27 per cent to $2.7 billion during the 

same period. 

A Sakthivel, President of the Federation of Indian Export Organisations (FIEO), said that 

the trend of growth in Indian exports is likely to continue as it is benefiting from the 

positive sentiment internationally. “Now, there is a good sentiment towards Indian goods 

https://indianexpress.com/about/coronavirus/
https://indianexpress.com/about/coronavirus/
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internationally,” Sakthivel said, while adding that Indian exporters were increasingly 

understanding market requirements and upgrading their products. 

Outbreaks of Covid-19 infections in key competitors such as Vietnam, leading to 

disruptions in supply, have also likely contributed to an increased demand for Indian 

exports. 

India’s services exports have grown at an estimated 18.4 per cent to $177.7billion in the 

first nine months of the fiscal. 

How have India’s imports grown and what is the impact on the current 

account deficit? 

India’s merchandise imports have grown even faster than exports — at 68.9 per cent year-

on-year in the first nine months of the current fiscal to $ 443.8 billion, up from $262.8 

billion in the previous fiscal. Key imports for India during this fiscal so far include 

petroleum and petroleum products, gold and electronic goods. 

Higher imports of machinery, electronic goods, vegetable oil, coal, and chemicals were 

key contributors to the sharp uptick in imports in the first three quarters of the fiscal. 

The rise in imports has led to an increase in the trade deficit to $142.4 billion in the April-

December period, up from $61.4 billion in the year-ago period, and $125.9 billion in the 

corresponding period in FY20. India’s services trade surplus is estimated to be about 

$74.4 billion in the first three quarters. Experts have estimated that India’s current 

account deficit for the fiscal will be about $40-$45 billion. 

What are key developments in Indian trade? 

India is currently in the process of negotiating FTAs with the UK, UAE, Australia, Israel 

and the EU and is aiming to close interim trade deals with the UAE, Australia and the UK 

within this year. 

Commerce minister Piyush Goyal has at multiple forums noted that Indian industry 

should be prepared to give market access to trading partners if it wants to benefit from 

greater market access for its own products. 

https://indianexpress.com/about/Piyush-Goyal/
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“Our focus is wherever we have a competitive or comparative advantage, we should look 

at market access and wherever the advantage is with some other country, we don’t have 

to force the Indian consumer to buy expensive,” Goyal said to an industry body on Friday. 

Home 

Nitin Raut seeks CM’s intervention for recovery of ₹9,138 cr from two 

departments 

(Source: The Hindu, January 24, 2022) 

Two departments - rural development and urban development - owe MSEDCL ₹ 9,138 crore 

against the electricity used for the water supply scheme and streetlights. 

Amid the rising debt on the Maharashtra State Electricity Distribution Corporation 

Limited (MSEDCL), state energy minister Nitin Raut has sought chief minister Uddhav 

Thackeray’s intervention for the recovery of dues from government departments. 

Two departments - rural development and urban development - owe MSEDCL ₹ 9,138 

crore against the electricity used for the water supply scheme and streetlights. The 

minister has also said power connection for the scheme will be disconnected if the bills 

are not paid. 

Raut, in his letter to the CM, highlighted the poor financial health of the company. He 

said in the event of MSEDCL disconnecting the electricity connection, not only will the 

government have to face the ire of the people, even his party Congress will be seen in a 

bad light. 

“The outstanding dues for the water supply scheme is ₹ 2,607 crore while it is ₹ 6,316 

crore for the streetlights. Despite repeated meetings with deputy chief minister Ajit Pawar 

and officials from the two departments, the dues are mounting every month. Against the 

current month bills of ₹ 380 crore and ₹ 857 crore towards water supply and streetlights 

respectively, the departments have paid just ₹ 7 and ₹ 4 crore,” the letter said, adding bills 

were also scrutinised following complaints of inflated dues. 

MSEDCL supplies electricity to 28 million residential, agricultural, commercial and 

industrial consumers in the state. The pandemic, natural calamities, shortage of coal, and 

unpaid bills have led to a manifold rise in the dues in the last two years. The dues from 



     

                                                                                                                                            

 
www.citiindia.org 

 

15 CITI-NEWS LETTER 

customers amount to more than ₹ 50,000 crore, including ₹ 41, 175 crore from the 

agricultural pumps. 

“The debts have mounted on MSEDCL to ₹45,591 crore while it owes ₹13,486 crore to the 

power generation companies. Besides, the outstanding from the state government for the 

subsidies it offers to industries, including powerloom, textiles and units in D category 

areas, is ₹7,978 crore. Non-payment of power purchase bills has been leading to interest 

on the company,” Raut said. 

The minister has requested the CM to direct the two departments to clear their dues 

immediately. 

An official from the rural development department said the bills have not been paid on 

account of the shortfall in the budgetary allocation amid the economic crisis caused by 

Covid-19. 

“The outstanding of the electricity bills is an internal adjustment. The budgetary 

allocations are curtailed by 20% to 30%. In such a scenario, payments are prioritised and 

the dues to other departments are put on hold,” he said. 

Home 

APCO announces 30% discount on its clothing range till January 31 

(Source: The Hindu, January 24, 2022) 

Youth urged to patronise handloom garments in a big way 

The APCO showroom in Vijayawada was abuzz with activity on Sunday as the cooperative 

society announced 30% discount on its clothing range and an additional 10% discount 

exclusively for armed services personnel till January-end as part of the Republic Day 

celebrations. 

Speaking at a programme organised in this connection, Director of the State Military 

Welfare Department Brigadier Venkata Reddy sought to draw people’s attention to the 

importance of handloom in the Independence movement. “Leaders wore handloom 

garments as an expression of their national sentiments,” he said, adding that handloom 

was a symbol of nationalism and urged the youth to patronise it in a big way. 
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The organisers paid rich tributes to Netaji Subhash Chandra Bose on the occasion of his 

birth anniversary and felicitated freedom fighters. 

APCO Chairman Chillapalli Mohanarao threw light on the strong connection between the 

Republic Day celebrations and handlooms and said the government was doing its best to 

promote the sales and enhance the livelihoods of the traditional weavers. He also released 

a wall poster on handlooms, designed to attract youth to this sector. 

Director, Department of Handlooms and Textiles, Chadalawada Naga Rani said the APCO 

had trendy designs which would cater to the interests of the youth. 

Freedom fighters Rampilla Narasayamma, Lagadapati Chenchayya, Eluru Ramulu and 

Bandaru Vimalamma were felicitated on the occasion. 

Similar celebrations were held in APCO showrooms across the State. 

Home 

Indian Economy And Trade In 2021-22: Exports And Production-Linked 

Incentive Scheme, Analysed 

(Source: Swarajya Magazine, January 23, 2022) 

Snapshot 

• India’s exports have undergone a dramatic change in the past decade and a half. 

• In 2021-22, Indian industrial capacity generated enough excess output to 

dramatically increase exports. 

• With the PLI scheme, India’s exports are poised to rise significantly over the next 

few years. 

India’s export performance in the year 2021 was strong, particularly accelerating from the 

start of the fiscal year 2021-22 in April. This applies to both merchandise (goods) and 

services (such as software). 

Every single month between March and December saw merchandise exports in excess of 

$30 billion. This is unprecedented, as this simple table Shows 
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Such performance is outstanding — including over $100 billion in exports in successive 

second-quarter (July to September) and third-quarter (October to December) periods. 

 

The calendar-year quarters of 2021 saw exports of $89.9 billion, $95.4 billion, $102.2 

billion, and $102.9 billion. They rank as the four best-ever quarters for merchandise 

exports in Indian economic history, in that ascending sequence 

The fiscal year 2021-22 is on track to cross $400 billion in merchandise exports, having 

reached $300.6 billion during the first three quarters (April to December). Service 

exports in the same period amounted to $173.6 billion. 

Extrapolating the latest April-December data over the full year suggests an estimated 

$635 billion in total exports (merchandise and services) for the current fiscal year, as 

shown in the image below. 

However, export performance has been improving. So if we assume the same 

performance in the fourth quarter as in the third, then the full-year estimate rises to $645 

billion — very close to the $650 billion goal asserted by Piyush Goyal, the Union Minister 

of Commerce and Industry. 

While Goyal’s goal is a challenging one to achieve, it is still fundamentally realistic. For 

the first nine months, the total exports was over $474 billion, with the third quarter alone 

registering over $164 billion. The final quarter is usually strong as exporters try to 

maximise data by the fiscal year-end. An estimated $170 billion in exports in the January-
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March 2022 period adds up to $644 billion, again very close to the target stated by the 

Minister of Commerce and Industry. 

 

As the graph shows, the performance in the current year is dramatically better than the 

trailing five-year trend. Achieving $650 billion would amount to an enormous $150 

billion gain in exports year on year, on the back of an approximately 27 per cent gain in 

merchandise exports from the last pre-Covid fiscal (2019-20). 

Some of the basic questions asked in this regard are: What’s driving this remarkable 

acceleration in export performance this year? Is it short-term? Has there been a structural 

change in exports? A commonly described reason is the rise in engineering goods exports. 

This is true, but still presents a superficial picture. What can we do to maintain this export 

growth? 

Merchandise Exports: A Deep Dive 

The Ministry of Commerce maintains an excellent foreign trade performance 

analysis (FTPA) database. It offers granular information about trade by country and 

https://tradestat.commerce.gov.in/ftpa/
https://tradestat.commerce.gov.in/ftpa/
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commodity. I analyse in detail the merchandise export data for which a detailed 

breakdown is currently available up to November 2021. 

One problem with the data is that the fiscal year 2020-21 is not a good basis for 

comparison due to Covid, so the best approach here is to compare it against the year 

before it. 

Detailed data from the FTPA shows that total exports for April-November 2021 is $265.7 

billion, up $54.6 billion (+26 per cent) from 2019-20, the last fiscal before Covid. The 

largest contributors to this export volume and increase are: 
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The table reflects some positives and negatives. The positives during the eight-month 

period are: 

• Agriculture exports: strong growth driven by non-Basmati rice and sugar; total 

exports top $20 billion 

  Chemical and pharmaceutical exports: strong growth in pharma exports with the 

category now exceeding the traditional powerhouse gems/jewellery 

  Finished metal exports rose dramatically by $27 billion, driven by strong commodity 

price growth; the exports far exceed ore exports now, which is good 

  Over $1 billion growth in electronic item exports to $7.5 billion, driven by $3.5 billion 

in telecom exports 

  Broad-based growth in machinery exports to $20 billion 

  Strong growth in textile exports 

  Strong growth in refined crude exports 

Now, the negatives: 

• The export of refined metals is problematic, as it is an intermediate good and not 

a finished product; however, this may be temporary — all metal producers want to 

make money during the commodity supercycle 

  Electronics exports are notable for what is missing — computers and consumer 

electronics; these are miniscule right now compared to the major contributors 

  Textile export growth is dominated by yarn and fabric, not readymade garments; to be 

fair, the readymade cotton garment header is the largest component of textile exports, but 

its growth is stagnant 

  Similarly, plastic exports are driven by plastic feed material 

A Structural Shift In Export Composition 

An overall view of the largest items being exported also shows something obvious. India 

mostly exports: 
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• Refined crude 

  Chemicals and pharma 

  Intermediate metal products, not finished ones 

  Textiles 

  Gems and jewellery 

  Foodstuffs 

The Indian export basket is, therefore, a speciality play. It has focused on some basics 

(unprocessed food, medicine), refined fuel (due to the presence of some of the world’s 

biggest oil refineries), premium items like gems and jewellery, and intermediate capital 

goods. 

The Indian export basket is, therefore, a speciality play. It has focused on some basics 

(unprocessed food, medicine), refined fuel (due to the presence of some of the world’s 

biggest oil refineries), premium items like gems and jewellery, and intermediate capital 

goods. 

The glaring hole here is consumer goods, especially electronics. This is significant, as will 

be explained further in this article. 

But, first, let us look at another facet of exports — the dramatic change in the composition 

of exports in the past 15 years. 

The following classification divides exports into two groups — the traditional mainstay 

group and the new secondary/tertiary item group: 
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Fundamental to the difference between these groups is their industrial input intensity. 

The traditional group comprises pre-industrial products. This might, in fact, have been 

the Indian export basket in colonial and pre-colonial times too — when the British 

extracted ore, textile raw material, and other primary goods and dispatched finished 

goods. 

For example, footwear is mostly traditional handicraft, not high-end Nike or Italian 

patent leather goods costing hundreds of dollars or more. 

The secondary/tertiary group comprises industrial items — most of them, in fact, heavily 

capital-intensive and not labour-intensive. They are well-documented by the Commerce 

Ministry on the engineering goods data site, but only have data up to the previous fiscal. 

This graph shows how export composition has changed between these two groups in the 

past 15 years: 

https://commerce.gov.in/about-us/divisions/export-products-division/engineering/
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In other words, the composition was approximately 60 per cent in traditional mainstays 

in 2006, but now comprises 60 per cent in the new secondary/tertiary group. 

What’s more, Indian exports are not finished items in several of the traditional categories. 

Textile exports, for example, are dominated by yarn and not finished readymade 

garments. 

Until the late 2000s, India was essentially a pre-industrial trading entity. Its export basket 

resembled what it used to export in pre-industrial times, even though export growth in 

the 2000s was strong — a lot of that was items like yarn and iron ore. India imported 

finished goods in turn. 

One can see the problem here. We were exporting low-value-add and primary goods and 

importing finished goods. This imbalance remains the primary reason for India’s trade 

deficit, to be analysed in detail further. 

This is, in fact, how we were impoverished under British rule. A refrain about their rule 

over India is that they ‘gave us automobiles, trains, and industrial items’. That is true, 
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literally. Over 99 per cent of the locomotives and almost every car in India before the mid 

1940s was imported. They extracted raw material, which is cheap, added value 

industrially, and made us buy the finished goods, which we paid for using taxes on 

primary goods in a pre-industrial society. 

The British didn’t literally haul bags of gold away, like the Spanish in the Americas. They 

ran an extended trade inversion, making a pre-industrial society export raw material 

cheaply and importing high-value finished goods paid for with taxes on extremely limited 

value-add within a pre-industrial, agriculture-based economy. 

Ironically, the primary product groups that had ensured India’s exports till the end of the 

2000s had a significant industrial composition were refined petroleum and iron/steel — 

products central to conglomerates owned by the targets of populist criticism — ‘Ambani 

and Adani’. 

However, since the mid-2010s, there’s been a dramatic shift. The new secondary/tertiary 

group increased from just around 50 per cent to almost 60 per cent in five years. A more 

fine-grained picture of this transition is seen in the graph below: 
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The only traditional item that has retained its proportion is, paradoxically enough, 

agriculture products. Textiles and gems/jewellery have both dropped significantly as a 

proportion. This suggests robust agricultural productivity, even as the nation turns more 

industrialised and generates greater secondary and tertiary industrialised production. 

Comparison With Export Powerhouses 

Previously in this article, it was shown how much India’s export basket currently lacks in 

the domain of consumer and tertiary products, especially electronics. India’s export 

basket is now heavily secondary (example: iron and steel, refined petroleum, organic 

chemicals), but lacks in tertiary consumer products. 

Now, let us look at the export powerhouses of East and South-east Asia. The following 

graph shows India’s exports sectorally broken down into popular sub-groups as compared 

to China, Japan, South Korea, Taiwan, Vietnam, Malaysia, and Thailand. 

Trans-shipment-focused nodes (Singapore and Hong Kong) have been excluded due to a 

lack of relevance to broad Indian concerns. All data are 2020-21 figures. It is important 

to note that these are just the top export items and not the cumulative totals of all items. 
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It is clear what dominates China’s exports here — around $1.2 trillion of exports entirely 

in electronics and electrical and computer equipment. These two headers account for only 

$50 billion of exports for India. In order to have a better view of the graph, here’s a look 

at the same data without China: 
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All of them depend on consumer electronics, computers, and electrical goods. Each of 

them exports at least twice India’s volume in just these two headers. It’s clear why this 

offers the largest total addressable export market and why India focuses upon these areas. 

There are industrial areas where India is a powerhouse relative to these countries, such 

as in refined petroleum and chemicals. However, as mentioned earlier, both these are 

secondary goods and not tertiary consumer items. 

Production-linked Incentive (PLI) Scheme 

The PLI scheme for export promotion is now well-known. Ingeniously conceptualised, it 

is probably the most focused scheme for export promotion ever conceived in India. 

There’s been no shortage of export promotion schemes in the past, but none of them made 

a significant impact. 

Perhaps, the most consequent recent initiative was the Special Economic Zone (SEZ) Act. 

Since the passage of the SEZ Act in 2005-06, exports from SEZs have risen to $110 billion 

in 2019-20, and are on track to account for about 30 per cent of exports this year. 

https://www.investindia.gov.in/production-linked-incentives-schemes-india
https://www.eepcindia.org/page.aspx?id=P160411110629&page=Export-Promotion-Schemes
http://sezindia.nic.in/cms/export-performances.php
https://www.business-standard.com/article/economy-policy/exports-from-sezs-up-41-5-to-rs-2-15-trillion-during-apr-june-2021-121083000890_1.html
https://www.business-standard.com/article/economy-policy/exports-from-sezs-up-41-5-to-rs-2-15-trillion-during-apr-june-2021-121083000890_1.html
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While a reasonably successful initiative, it’s clear that SEZs themselves are not sufficient 

to promote exports. A focused effort to encourage manufacturers to move to India is 

necessary. That is the job of the PLI scheme. While a detailed analysis of the PLI scheme 

is beyond the scope of this article, some focus areas of interest are: 

Electrical, Electronics, and Computer Machinery 

The situation is simple: there’s a vast total addressable market for exports totalling over 

$2 trillion a year. India accounts for only $50 billion or 2.5 per cent of it. A 10 per cent 

share would correspond to $200 billion of exports just from this header. 

Further, the sector has vast employment generation potential. In addition, growth in this 

industry places a premium on labour education, technological capability enhancement, 

and the expansion of the local ancillary parts and component industries. 

On the other hand, none of these are really unknown. The problem has always been how 

to implement effective policy that pushes global electronics and computer supply chain 

participants to produce in India. This has spawned detailed analysis beyond the scope of 

this article, such as, for example, 'How Intermediate Research Institutions Can Bolster 

Semiconductor Manufacturing In India' (Swarajya). 

With the large-scale electronics manufacturing PLI scheme showing great promise so far, 

and the Minister of Electronics and Information Technology himself being a former 

technology industry insider, there is great hope of success in the field. It is imperative that 

policy making works concertedly with the industry as a long-term project on this front. 

Auto, Auto Parts, and Electric Vehicles 

Automobile-related exports accounted for almost $12 billion in just the first eight months 

of the fiscal year. While vehicle exports are down, component exports are up sharply. 

Further, investment in electric vehicle (EV) battery production scale is critical to national 

competitiveness. Both these are addressed by PLIs — Rs 57,000 crore in auto 

components and EV batteries. 

Textiles and Footwear 

The current structure of textiles and footwear exports is very inefficient. These are the 

broad factors at play: 

https://swarajyamag.com/tech/long-read-how-intermediate-research-institutions-can-bolster-semiconductor-manufacturing-in-india
https://swarajyamag.com/tech/long-read-how-intermediate-research-institutions-can-bolster-semiconductor-manufacturing-in-india
https://www.meity.gov.in/esdm/pli
https://heavyindustries.gov.in/UserView?mid=2482
https://heavyindustries.gov.in/UserView?mid=2482
https://heavyindustries.gov.in/UserView?mid=2487
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• Textile exports are dominated by yarn and fabric rather than readymade garments. 

This is unfortunate. Readymade garments should dominate exports in order to 

maximise value-added gains. Instead, we’re primarily exporting the inputs that 

enable others to create readymade garments. 

• Handloom/handicraft goods that are low-volume and low-value-add. These aren’t 

fundamentally cheap, but they dramatically undervalue the craftsmanship of the 

workers. Custom Italian footwear or Cuban chain-link jewellery, for example, 

command enormous premium multiples due to effective marketing of 

craftsmanship. India needs premium brands that leverage traditional 

craftsmanship — even that of something like Kolhapuri sandals. Our 

craftsmanship is celebrated, but grossly undervalued. 

  There is a lack of focus on modern footwear. For example, Vietnam exports $25 billion 

just in footwear, on account of the large presence of high- and medium-end formal and 

athletic footwear brand manufacturing there. 

The composition of Indian exports indicates that the economy generates excess secondary 

industrial output that it doesn’t yet consume for tertiary/consumer goods production and, 

therefore, exports it. The PLI scheme intends to incentivise incremental capacity addition 

and also defines value-add requirements. 

This is why the PLI scheme matters. It aims to fulfill specific policy goals suited to the 

present circumstances. It is not simply a coarse-grained scheme to promote exports — it 

defines fine-grained incentives aligned with the desired direction and parameters of 

activity for particular sectors, playing to existing strengths in secondary industrial 

capacity or the ability of the market to absorb the output. 

Service Exports 

We have primarily focused on merchandise exports. India’s strong record in information 

technology (IT) and business process outsourcing (BPO) services means that service 

exports as a fraction of merchandise exports resemble western nations more than its 

Eastern and South-east Asian peers, as shown in this graph: 
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In service exports, India performs nearly on par with China and ranks one place behind 

them, at seventh place, in the world, vastly outperforming the rest of the developing world 

and ranking near the top of a list dominated by advanced western countries. The only 

developing Asian country with service exports so high as a fraction of merchandise 

exports is the Philippines, which also has a thriving, but much smaller, IT/BPO industry. 

At the turn of the twenty-first century, the late Dewang Mehta, then the head of the 

National Association of Software and Service Companies (NASSCOM), asserted that one 

day Indian service exports will exceed Saudi Arabia’s oil exports. 

This came true in 2020-21 for the first time ever — $134 billion Indian IT/BPO exports 

out of $210 billion total service exports, compared to $114 billion in Saudi oil exports, 

driven by the drop in oil prices during Covid. Given the volatile price of oil, this is a knife 

that cuts both ways, but the occasion is notable all the same. 

As with merchandise exports, service exports, too, have started to sustain performance 

above a major threshold, exceeding $20 billion a month in each of the past four months; 
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it has only previously exceeded $20 billion twice in history. This momentum points to the 

ability to sustain an annual run rate of $240-250 billion or higher. 

Summary and Wishlist 

India’s exports have undergone a dramatic change in the past decade and a half. As 

recently as a decade ago, our exports were that of a pre-industrial society. The primary 

industrial value-added goods were refined petroleum and iron/steel, neither of which are 

tertiary goods. 

India’s export basket transitioned decisively towards industrial and feedstock goods from 

its traditional pre-industrial basket only in the 2010s. In that regard, India was 20-30 

years behind China and South-east Asia, which aggressively focused on high labour input 

but low- to medium-value-add industrial-scale production from the 1980s and 1990s or 

earlier. 

During the 2010s, there has been much criticism that Indian exports didn’t grow much. 

This is true, as traditional mainstays lost competitiveness even as new secondary/tertiary 

items only started to grow. As a result, export composition changed dramatically. 

Before then, a significant part of India’s exports comprised items it had exported for 

centuries — textiles, gems/jewellery, traditional handcrafted ware, foods, and spices. 

However, it has decisively shifted to industrial goods since the mid 2010s. 

In 2021-22, Indian industrial capacity generated enough excess output to dramatically 

increase exports. With a new investment cycle gaining momentum, this is poised to 

continue over the next several years, accelerated by enormous investments in 

infrastructure in recent years. 

With the PLI scheme, India’s exports are poised to rise significantly due to the concerted 

focus on large volume and growth industries for consumer goods that can quickly 

accelerate India’s exports in the next few years. Moving just a few percentage of the export 

volume of these to India translates to several hundreds of billions in incremental exports. 

While some of the pronouncements on export intent — for example, electronics exports 

of over $200 billion — sound outlandish, it is fundamentally a matter of few percentage 

points gain in share of the total market, and achievable with good policy execution. The 
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top Asian export-oriented economies each do $200 billion or more in exports in this 

sector. 

The fact that exports are now dominated by secondary goods and processed feedstock 

(chemicals, refined petroleum) is due to an economic structure that is building up 

secondary capacity, but lacks the manufacturing base to produce tertiary and consumer 

goods in volume. As a result, we export the excess secondary production instead of 

consuming it to produce finished goods. The PLI scheme focuses on addressing this 

aspect. 

To conclude with a wish list for the government: 

• Push an explicit focus on moving to tertiary industrial and consumer goods exports 

  Maintain strong industry and research collaboration into the electronics/computer 

PLI schemes — it has the highest near-term impact potential due to the sheer size of the 

export industry 

  Consider expanding the EV battery PLI capacity requirement to more than 5 GWh 

minimum, or bias incentives towards greater capacity; newer EV battery plants are 

humongous, with the Tesla Gigafactory Arizona being 37 GWh 

• The PLI scheme in textiles should bias incentives towards fully finished items over 

fabric/yarn 

  Consider a PLI scheme tailored to large-scale modern footwear production 

(In the next part, Indian imports and balance of trade will be analysed, as well as the 

impact of PLI on both exports and imports.) 

Home 

NAEC seeks govt intervention in containing high cost of cotton yarn, fabrics 

to boost exports 

(Source: Economic Times, January 23, 2022) 

Apparel industry is facing a severe problem of high cost of cotton yarn and fabrics. During 

the last couple of months the cotton prices have been hiked up to 80 per cent. The prices of 

https://www.statista.com/statistics/1246713/largest-lithium-ion-battery-factories-worldwide/
https://www.statista.com/statistics/1246713/largest-lithium-ion-battery-factories-worldwide/
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the cotton per candy of 335 kg went to Rs 74,000 from Rs 37,000. In apparel making, 75 

per cent of raw material used is cotton," NAEC president Lalit Thukral said. 

The Noida Apparel Export Cluster (NAEC) on Sunday sought immediate intervention of 

the government in containing high cost of cotton yarn and fabrics, saying rising prices are 

impacting exporters. NAEC president Lalit Thukral suggested control in cotton exports, 

removal of 10 per cent cotton import duty, and development of a mechanism to regulate 

the prices of cotton and other raw materials to support the sector. 

"Apparel industry is facing a severe problem of high cost of cotton yarn and fabrics. 

During the last couple of months the cotton prices have been hiked up to 80 per cent. The 

prices of the cotton per candy of 335 kg went to Rs 74,000 from Rs 37,000. In apparel 

making, 75 per cent of raw material used is cotton," he said. 

He added that the unexpected steep price rise of the cotton posed a great challenge to the 

apparel manufacturers and exporters as it is hurting the production cost, which has been 

increased many folds. 

"Indian exporters are losing export orders and facing tough competition in the global 

export market. Moreover, they are also losing confidence of the importers and the buying 

houses," Thukral said, adding the major reason for this situation is unchecked export of 

cotton to competing countries like Bangladesh, Vietnam and Thailand. 

MSME apparel production units are facing the high price rise issue along with capital and 

liquidity crunch. He added that the prices of the fabrics have been increased to Rs 40-50. 

Bangladesh, Vietnam Thailand and other countries are manufacturing apparels with low 

production cost because of cotton imported from India and posing strong competition to 

India in the global market. "Immediate intervention of the government is needed to save 

the apparel industry," he said adding "unlike Bangladesh, we are not having free trade 

agreements". 

 

Home 

 

------------------------ 
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GLOBAL 

Bangladesh can do better in the RMG industry: Commerce minister 

(Source: Fibre 2 Fashion, January 24, 2022) 

Bangladesh can do better in the readymade garments (RMG) industry as for various 

reasons, foreign buyers are ordering such products from the country instead of China and 

Vietnam, according to commerce minister Tipu Munshi, who recently said all embassies 

of the country have been asked to take initiatives to display Bangladeshi products to 

attract investors. 

The minister said this while distributing Commercially Important Person (CIP) cards in 

Dhaka. The government offered CIP cards to 138 domestic traders for their contribution 

to exports. Additionally, 38 directors of FBCCI also received such cards in the trade 

category. 

The export target of $80 billion by 2024 can be achieved with the help of traders and 

product diversification, he was quoted as saying by Bangla media reports. 

The country’s exports witnessed a growth of about 30 per cent in the last six months. 

Federation of Bangladesh Chambers of Commerce and Industries (FBCCI) president 

Jasim Uddin said the primary obstacle to business expansion was the lack of 

infrastructure, which has been alleviated. 

To make the economy sustainable, the government needs to provide more support to 

backward linkage traders, reduce tariffs, and protect domestic industries by lifting other 

tariffs. Emphasis should be placed on innovation, product quality development, and skill 

development. The cost of doing business needs to be reduced. Good governance must be 

obeyed, the FBCCI president said. 

He demanded that a classified loan facility for industry owners be implemented soon. 

Home 
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Textiles, apparel exports to US increase by 30.68pc: OTEXA 

(Source: United News of Bangladesh, January 24, 2022) 

The import volume of textiles and apparel from Bangladesh by the United States of 

America (USA) keeps growing with 30.68 per cent rise last year, according to the Office 

of Textiles and Apparel (OTEXA), USA. The OTEXA recently published the monthly trade 

data of the United State of America for the period of JanuaryNovember, 2021. The US 

import from Bangladesh during the mentioned period has increased by 30.68% compared 

to the same period of 2020, whereas their global import saw 25.43% growth, said 

Bangladesh Garment Manufacturers and Exporters Association (BGMEA) Director 

Mohiuddin Rubel on Sunday. 

China being the top import market for USA and having a 24% share of the USA’s total 

apparel import, posted 27.29% growth during this period, he said. During this period 

USA's import from Vietnam has grown by 12.73%. Countries which have seen significant 

growth are - Pakistan 59.30%, Honduras 47.10%, India 35.47%, and Mexico 29.67%. 

Home 

Checked, striped fabrics weak spot of RMG business 

(Source: Moinul Haque, NEWAGE Bd, January 24, 2022) 

Bangladesh’s apparel sector is facing a huge gap between demand for and supply of yarn-

dyed fabrics known as checked and striped shirting clothes as textile businesses are 

reluctant to establish the fabric manufacturing units due to high costs and the absence of 

uninterrupted gas and power supply. 

Exporters said that they were missing export potentials of woven sub-sector due to the 

week backward linkage industry as global buyers were taking a strategy to place their 

orders in the fabrics producing countries. 

Textile businesses said that Bangladesh RMG sector was mostly dependent on imported 

checked and striped fabrics as the local industry could meet less than 10 per cent of the 

total demand for the material. 

According to the Bangladesh Textile Mills Association, the local industry meets almost 

100 per cent of demand for knit fabrics and 40 per cent of demand for woven fabrics. 
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The demand for checked and striped shirting clothes are the highest among other woven 

garments in the world, businesses said. 

‘Production of woven fabrics is lagging behind in the country due to the absence of 

adequate facilities as a huge amount of investment is required for setting up a woven 

fabric manufacturing unit,’ BTMA president Mohammad Ali Khokon said. 

Uninterrupted gas and power supply is also important for setting up yarn-dyed fabric 

manufacturing unit, he said. 

‘The government should invite foreign investments for the backward linkage of woven-

subsector as a plant for checked and striped shirting fabrics requires Tk 300-400 crore 

which is many fold higher than the cost for a knit fabric manufacturing unit,’ Khokon said. 

He said that without establishing a strong backward linkage industry, it would be difficult 

to achieve the export target from woven sub-sector. 

‘Time has changed. It will not be possible to remain competitive on the export market 

through depending on imported fabrics as buyers are thinking to place orders in the raw 

material producing countries to avert long lead time,’ Khokon said. 

According to the BTMA president, local textile mills meet four billion metres of woven 

fabrics out of 10 billion metres for annual exports. 

The local mills meet 50-60 per cent of demand for plain woven fabrics, 50 per cent for 

denim fabrics and nearly 10 per cent of (yarn dyed) checked and striped fabrics, he said. 

‘Production units for woven fabrics are not increasing in the country due to high project 

costs,’ Md Shahidullah Azim, vice-president of the Bangladesh Garment Manufacturers 

and Exporters Association, told New Age. 

He said that the government should extend low-cost finance for strengthening the 

backward linkage to tap the potential of global export market. 

He said that Bangladesh textile sector produced checked and striped fabrics in negligible 

quantity and hopefully the production would increase in the coming months as the sector 

received $2.5 billion new investments. 
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According to the Export Promotion Bureau data, Bangladesh’s export earnings from 

woven garments in the first half (July—December) of FY22 increased by 24.50 per cent to 

$8.74 billion while earnings from knitwear increased by 30.91 per cent to $11.16 billion. 

Khokon said that the export earnings from knitwear would exceed $20 billion in this 

financial year 2021-22 due to a strong backward linkage. 

Despite having potentials, Bangladesh RMG sector would lose work orders of woven 

garments as the sub-sector depends on imported fabrics, he said.   

Home 

Mainstreaming Philippine textiles 

(Source: Business World Online, January 24, 2022) 

ARE we really what we wear, when what we wear frequently isn’t Filipino? 

As part of its month-long celebration of Philippine Tropical Fabrics Month this January, 

the Philippine Textile Research Institute (PTRI) held a talk titled “Mainstreaming 

Philippine Textiles,” which gave an overview of the state of Philippine textiles and what 

we can do to use more of it, thereby boosting local economy. 

There are gaps in all areas of production, from producing enough fibers for local needs, 

to having to import finished fabrics for local production, to using local textile for local 

products for local use. 

Take abaca, also known in international markets as Manila hemp. According to Carissa 

Cruz-Evangelista, Chair of the Philippine Fashion Coalition, a whopping 97% of our abaca 

is exported, and the country supplies 87% of the world’s abaca. Its applications include 

commercial textiles, used for fabric for fashion, and industrial purposes — for example, 

we export 94% of our pulp, and 5% cordage, and 43% of the abaca exported to the US is 

used for twine and cordage. 

However, she also emphasized that the world’s first-class abaca comes from Ecuador. 

“Where we are now is that there’s actually not enough abaca to supply the world demand,” 

she said. “We only utilize 70-80,000 hectares, and it’s not enough.” 
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Aside from not growing enough abaca for the world’s needs, there is a lack for locally 

grown fibers for local needs. 

There are gaps in production, she said, particularly at the agricultural level, such as not 

producing enough cotton. “We tend to import yarns, like our cotton has been imported 

since there’s not enough [grown locally],” she said. “The challenge is to be able to process 

these indigenous fibers for the Philippines — for Philippine consumption.” 

So, the Philippines has to import textiles. “The issue that we have is that we import a big 

percent of our textile requirement for the garments and footwear industry,” Ms. Cruz-

Evangelista pointed out. She referred to a Board of Investments (BoI) report from 2016, 

which saw $180 million in Philippine textile exports, but $1.2 billion in textile imports. 

She points to a decline in cotton planting, garment manufacturing, exportation, and an 

added wound from the pandemic, a decline in employment in all these fields. “The 

government and the private sector have created a plan to be able to work with different 

exporters to be strengthened through trade agreements,” she said though. 

SOFT POWER 

On a cultural level, there’s also the prevalence of Western wear. “There’s nothing wrong 

with Western wear, but what we hope to promote with our coalition is to wear Filipino 

traditional clothing as a form of cultural soft power,” she said, using Joseph Nye’s 

definition of soft power as “shaping preference of others through appeal and attraction, 

not through coercion or payments.” 

She cites as an example the Korean hallyu phenomenon, which saw the export of Korean 

culture — through food, music, and media — resulting in economic gain. “All of these have 

a direct impact on the economy of (South) Korea,” she said. “The challenge is for us to be 

able to follow the Korean model, but then improve it as Filipinos.” 

She pointed to 2022 television show The Broken Marriage Vow (which is a remake of a 

popular British TV show, Doctor Foster, which has been adapted by five other countries). 

The production design of Broken Marriage Vow uses local designers and fabrics 

extensively. She hopes that local shows could be exported, giving international exposure 

to the products used in the programs, much like what Korea does in K-drama. 



     

                                                                                                                                            

 
www.citiindia.org 

 

40 CITI-NEWS LETTER 

While this seems like a far-off goal, she points out that in the 1950s, under the influence 

of the Americans, there had been deliberate efforts to grow the local textile industry. In 

1959, the country had reached its production requirement for the national level, extending 

this strength to the end of the 1960s. The decline in production involved the advent of the 

importation of cheap textiles, as promoted by the government. 

“What we hope would happen would that there would be more domestic preference again 

at this time, and support for both the artisan weavers and also the commercial textile 

mills.” 

Solutions she finds include developing the manufacturing industry, since we export so 

much of our raw materials. “We had exported a great deal of our pulp, of our abaca. The 

semi-processing should at least be done here. We should be doing our teabags and doing 

other products made of abaca.” 

She also cited RA 9242 (the Philippine Tropical Fabric Law) which prescribes the use of 

local fabrics for uniforms of public officials and employees, as helping the cause. “We have 

to do our part. That would include doing legislation, regulation for sustainability, and also 

for domestic preference.” 

Of course, it’s easy to say “#buylocal” and all the other hashtags promoting the same idea, 

but the change should also be institutional: she calls for the development of not only 

natural fibers, which we already export, but the development of chemical fiber, and smart 

fibers. 

“It’s the love of the textile and the love of our culture, but it is also the economic support 

for all the groups within the (fashion) ecosystem,” she said, counting the farmers who 

plant the fibers to the retailers who sell the clothes made from those fibers, and everyone 

else in between. “Even if we are inside now because of the pandemic, we still have a choice 

to not just purchase, not just advocate: but then, dream, and create a new kind of 

ecosystem.” 

Home 

Need for autonomy 

(Source: Anna Leah E. Gonzales, Manila Times, January 24, 2022) 
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Shahzad Saleem is one of those Pakistani businessmen that younger entrepreneurs look 

up to as role models. The CEO of Nishat Chunian (NCL) set up his first spinning factory 

with 14,400 spindles in 1990. Today, it is a vertically integrated textile company with an 

annual production of 85,000 tonnes of yarn, 54 million metres of greige fabric and 36m 

metres of finished fabrics. Among the listed textile companies, Nishat Chunian is now the 

fifth-largest firm in terms of sales and the fourth largest in terms of profitability. 

“Ours is among those textile companies that have done well in and grown large on the 

strength of their efficiencies despite unsupportive government policies and regressive 

taxation. We might have grown much bigger than what we’re if the policies were 

conducive and consistent and the government had not tried to influence our investment 

decisions, intentionally or unintentionally. 

For example, in the textile industry, we have a 1.5 per cent turnover tax, which is forcing 

manufacturers to grow vertically to avoid additional tax burden and refund issues. 

Turnover tax constitutes 4-5pc of the cost of a standalone garment/finished goods 

producer if they do not have backward linkages,” Mr Saleem told this correspondent in 

an interview. 

Pakistan has the biggest vertical textile production capacity as the size of the total textile 

industry. This is not the case anywhere else. In India, the textile industry has expanded 

horizontally, with spinning capacities of over a million spindles installed by 

manufacturers. “Those who are in the garments/finished goods business in India are also 

big in their segments. In Bangladesh, garment factories employ 40,000 to 50,000 

workers each. This shows how regressive taxation is hampering growth in our textile 

industry,” argues Mr Saleem. 

Turnover tax constitutes 4-5pc of the cost of a standalone garment/finished goods 

producer if they do not have backward linkages 

“It is not the job of a government to influence investment decisions. The state’s job is to 

make laws and facilitate investment to create employment. Tax should be low, fair, 

transparent and only on profits. Growth happens when people have employment 

opportunities. The role of the state in business has to be minimised,” says the NCL CEO, 

who is also vice-chairman of the Pakistan Textile Council, a new alliance formed by large 

producers to lobby for long term policies and tax reforms for the industry. 

Mr Saleem is one of those business people who believe that there really is no shortcut to 

success. “If we want to grow and flourish, it is critical that we have an enabling investment 
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environment. This means that we must’ve building blocks — quality healthcare and 

education for people, a fair tax regime and administration, a functional justice system, etc 

— of progress and development in place. Without these, we just cannot grow.” 

“We haven’t made the right decisions in the last 40 years. Those who made the right 

decisions have grown bigger. As a nation, we should be very clear that we’ve to make right 

decisions, and that the process to fix healthcare, education and judicial systems has to 

start now. We need to respect the sanctity of contracts and stop calling each other thieves. 

Everyone is innocent unless proven guilty in a court of law. That is the cardinal principle 

of justice. The sooner the state accepts this principle the better.” 

Mr Saleem, who as a board member was instrumental in the sale of 20pc shareholding of 

MCB Bank to Malaysia’s Maybank, is also concerned about the huge return Pakistan has 

to offer to investors at the expense of the wellbeing of its people due to increased country 

risk. “It is time that we as a country decide what kind of investment we want? Who do we 

want to deal with? Do we want to deal with investors who are willing to invest their capital 

in a highly risky country even if bombs are pouring from the sky but will demand a very 

high return of 100pc or those who want to work in a stable environment even for returns 

as low as 3pc? So the decision as to what kind of business environment we wish to create 

in Pakistan is critical for our future.” 

Pakistan’s investment risk profile is exacerbated in recent years because of delays in 

regulatory approvals as the investors have to spend the bulk of their time in managing 

operational affairs or relations with the government and semi-government agencies. “If 

we want to mitigate investment risk we must create ease of doing business and slash the 

cost of businesses by reducing the state’s interference. Multilayered taxes and the high 

rate charged at every stage of production and on everything from phone calls to energy 

are eroding our ability to reinvest our earnings and hampering industrialisation,” the NCL 

CEO says. 

Mr Saleem firmly believes that a ruthless tax administration, a major issue for businesses 

and individuals, is responsible for the very low tax base as no one wants to deal with tax 

authorities. “Many choose to stay out of the tax system even if they’ve to pay more tax 

indirectly. Don’t spare tax thieves but also compensate people who are being given a raw 

deal. It is a misnomer that people don’t want to pay taxes… but they also want security, 

education, healthcare, a functional justice system, reliable energy supplies, etc in return. 

When they don’t get what they need it reduces their ability and willingness to pay taxes.” 
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During the interview, Mr Saleem frequently spoke about the state’s growing role in the 

economy and private investment decisions, underscoring the need to curtail it. “Take the 

issue of gas supplies for captive power. The argument that the captive power plants with 

lower thermal efficiency shouldn’t get gas does not have a leg to stand on. This isn’t the 

state’s business to decide if a plant is efficient or not; its job is to supply gas to whoever 

needs it at one price. The argument that we don’t have gas and, hence, we should ration 

it and give it only to efficient users is misplaced. Do we give this argument for petrol? 

When we have weighted average cost of gas and are done with price anomalies, there’s a 

chance that many may go back to the national grid for electricity. Let the market decide 

who wants to use which fuel.” 

He says the energy policy and pricing inconsistencies have created massive power 

generation capacity redundancies with the industry. “We have a museum of power plants 

in the country. In the last 30 years, we’ve set up captive power based on four different 

fuels. Who wants to invest in power plants if they get reliable and cheaper power supply 

from the grid? If the government gives us a pricing formula for the next five years we 

wouldn’t have to invest in captive power.” 

Speaking about Bangladesh’s textile industry, he says their industry has grown because of 

supportive government policies. “If we had long term, consistent policies we’d have been 

far ahead of them. If you get stable returns even if those are low, you would want to invest 

and vice versa. Another difference between Pakistan and Bangladesh is that our industry 

has invested so much money in captive power for energy availability and sustainability — 

and is still doing so — that it is left with little to reinvest in its core business, that is, 

textiles. In the last one and a half years a lot of investment has come in textile and it will 

take another couple of years before new capacities come online. But we want results in 

two months. That’s not possible.” 

Home 

Foreign biz chambers call for RCEP ratification 

(Source: Anna Leah E. Gonzales, Manila Times, January 24, 2022) 

The Joint Foreign Chambers of the Philippines (JFC) called on the Senate to ratify 

Philippine membership to the Regional Comprehensive Economic Partnership (RCEP) 

agreement before the forthcoming election campaign recess. 

https://www.manilatimes.net/topic?eid=47886&ename=Philippines&lang=en
https://www.manilatimes.net/topic?eid=3357148283&ename=Regional%20Comprehensive%20Economic%20Partnership&lang=en
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The JFC is a coalition of the American, Australian-New Zealand, Canadian, European, 

Japanese and South Korean chambers and the Philippine Association of Multinational 

Companies Regional Headquarters Inc. 

"As business associations representing major industrialized economies, we are concerned 

the Philippines export industry that has been severely hit by the pandemic, will miss out 

unless this free trade agreement is approved by the Senate," Canadian Chamber of 

Commerce of the Philippines President Julian Payne said. 

"Without full ratification of RCEP, Philippine companies will be left behind at a 

competitive disadvantage in trade between RCEP members," he added. 

The RCEP is a free trade agreement between the 10-member Association of Southeast 

Asian Nations (Asean), China, Japan, Australia, New Zealand, and South Korea. 

RCEP represents 50 percent of the global manufacturing output; 50 percent of global 

automotive output; 70 percent of electronics; 26 percent of global value chain (GVC) trade 

volume; 60 percent GVC for electrical/machinery, petroleum/chemicals, textile/apparel, 

metal and transport equipment; 35 percent contribution to global exports of electronics 

and machineries; and the main GVC hubs of big economies such as South Korea, Japan 

and China. 

The agreement entered into force on Jan. 1, 2022 following Instruments of 

Ratification/Acceptance deposited to-date by 11 signatory states that include Brunei 

Darussalam, Cambodia, Lao PDR, Singapore, Thailand, Vietnam, Australia, China, 

Japan, South Korea, and New Zealand. 

President Rodrigo Duterte ratified the agreement in September, but membership of the 

Philippines in RCEP is still waiting for concurrence by the Senate. 

"Ratification of RCEP will compliment other welcomed economic reforms launched by 

the administration with the amendments to the Foreign Investment Act, Retail Trade Act, 

and Public Services Act to show the world that the fast-growing Philippine economy is an 

increasingly attractive location for new and expanding foreign investment," European 

Chamber of Commerce of the Philippines President Lars Wittig said. 

Wittig said the ratification of RCEP will be another step forward to benefit the Philippines. 

https://www.manilatimes.net/topic?eid=47852&ename=New%20Zealand&lang=en
https://www.manilatimes.net/topic?eid=3266484648&ename=Philippine%20Association%20of%20Multinational%20Companies%20Regional%20Headquarters%20Inc&lang=en
https://www.manilatimes.net/topic?eid=3266484648&ename=Philippine%20Association%20of%20Multinational%20Companies%20Regional%20Headquarters%20Inc&lang=en
https://www.manilatimes.net/topic?eid=727558658&ename=Canadian%20Chamber%20of%20Commerce&lang=en
https://www.manilatimes.net/topic?eid=727558658&ename=Canadian%20Chamber%20of%20Commerce&lang=en
https://www.manilatimes.net/topic?eid=2849953255&ename=Julian%20Payne&lang=en
https://www.manilatimes.net/topic?eid=46756&ename=China&lang=en
https://www.manilatimes.net/topic?eid=47608&ename=Japan&lang=en
https://www.manilatimes.net/topic?eid=47253&ename=Australia&lang=en
https://www.manilatimes.net/topic?eid=47772&ename=South%20Korea&lang=en
https://www.manilatimes.net/topic?eid=349344344&ename=Rodrigo%20Duterte&lang=en
https://www.manilatimes.net/topic?eid=3762790741&ename=Foreign%20Investment%20Act&lang=en
https://magnetrack.klangoo.com/v1.1/track.ashx?e=AP_ITE_CLK&p=1830343&d=4064821951&c=94fae619-6fc5-452e-8d0e-aac6624266ca&u=71755068-7926-45a9-8f05-1e97b7f8e509&l=https%3A%2F%2Fwww.manilatimes.net%2F2022%2F01%2F24%2Fbusiness%2Ftop-business%2Fforeign-biz-chambers-call-for-rcep-ratification%2F1830343&redir=https%3A%2F%2Fwww.manilatimes.net%2Ftopic%3Feid%3D4064821951%26ename%3DRetail%2520Trade%2520Act%26lang%3Den%26utm_campaign%3Dmagnet%26utm_source%3Darticle_page%26utm_medium%3Dintext_entity
https://www.manilatimes.net/topic?eid=1510512865&ename=Public%20Services%20Act&lang=en
https://www.manilatimes.net/topic?eid=631329510&ename=European%20Chamber%20of%20Commerce&lang=en
https://www.manilatimes.net/topic?eid=631329510&ename=European%20Chamber%20of%20Commerce&lang=en
https://www.manilatimes.net/topic?eid=2810160661&ename=Lars%20Wittig&lang=en
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The American Chamber of Commerce of the Philippines and the Australian-New Zealand 

Chamber of Commerce of the Philippines have already issued statements strongly 

supporting RCEP's full ratification. 

Daniel Alexander, president of the Australia-New Zealand Chamber of Commerce of the 

Philippines, stressed that "the ratification of the RCEP will be instrumental to instilling 

foreign-investor confidence in the country, which will be urgently needed to revive the 

economy." 

Home 

APTMA questions govt policy over low-yielding cotton varieties 

(Source: Aaj TV, January 24, 2022) 

All Pakistan Textile Mills Association (APTMA) has raised questions on the government’s 

decision to give preference to public sector low-yielding cotton varieties over high-yielding 

varieties of the private sector. 

In a letter to Federal Minister for National Food Security and Research Syed Fakhar 

Imam, copies of which have also been sent to PM Advisor on Commerce and Investment, 

Abdul Razak Dawood and Minister for Agriculture, Punjab Husain Jahania Gardezi, 

APTMA has referred to its previous letter of June 11, 2021, to Ministry of National Food 

Security and Research in response to their required inquiry regarding “approval of cotton 

varieties under different staple length parameters.” 

The Association argued that if there are genuine high-yielding varieties that require staple 

length relaxation, they should be relaxed after NCVT testing results, which confirm their 

high yield and other characteristics, adding that high-yield parameters should be set to 

indicate that a particular variety yields more than a fixed standard; for example, a newly 

released variety should yield at least 5% more than the NCVT-standard variety being used 

as a check. 

“Without any categorization for staple length, just the change from 28mm to 27mm for 

high-yielding varieties can be accommodated in order to release high-yielded varieties to 

improve cotton production,” said the body. 

Another letter written by APTMA to Cotton Research Institute Multan in response to 

requested comments regarding reconsideration of the fibre quality standards of cotton 

https://www.manilatimes.net/topic?eid=2660542021&ename=American%20Chamber%20of%20Commerce&lang=en
https://www.manilatimes.net/topic?eid=3667175352&ename=Daniel%20Alexander&lang=en
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very clearly supported approval of high-yielding varieties with fibre length of 27mm to 

compete domestic cotton production issue due to unavailability of high-yielding varieties. 

One of the main reasons for the decline of cotton production in the country is the lack of 

high-yielding cotton varieties and the supply of uncertified/fake seed. During the 

cropping season 2021-22, around 70-80 percent of the area under cotton cultivation was 

covered by the uncertified seed of unapproved varieties, which is expected to persist in 

the coming season due to poor variety approval system by the provincial seed councils. 

Currently, Punjab Seed Council in its meeting could not consider the approval of high-

yielding varieties and no criteria were maintained to judge a variety in yield performance. 

Many more varieties having very low yield potential even 2.11 maunds/ acre get approved 

in order to support the public sector research institutions while fibre length relaxation 

was also not given to high-yielding varieties which were decided by the Committee under 

Punjab Seed Council. 

The reason: because such high-yielding varieties were from the private sector’s R&D-

based seed companies. “How will these approved varieties, which have been shown to 

have low yield potential in SPOT Examination Trials conducted by Punjab Seed 

Corporation, perform in the field?” 

On the basis of this letter and a detailed and lengthy discussion in committee meetings to 

reconsider the fibre Quality Standards of Cotton, it was decided to approve varieties while 

revising only staple lengths from 28mm to 27mm while keeping all other standards intact. 

According to APTMA, many more varieties with very low yield potential, as low as 2.11 

maunds/ acre, are approved to support public sector research institutions, whereas high-

yielding varieties are not awarded fibres relaxation because they are from private sector’s 

R&D-based seed companies. 

Textile body maintained that Experts Sub-Committee of Punjab Seed Council in its 81st 

meeting held on July 12, 2021 also recommended the cotton varieties based on the 

decision of the committee for reconsideration of fibre standards of cotton which was also 

sent to the Minister for Agriculture Punjab by Chief Scientist Agriculture Research Ayub 

Agriculture Research Institute Faisalabad. 
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“It appears that there are undoubtedly other factors that come into play that would 

prevent private sector’s R&D-seed business from considering high yielding cotton 

varieties,” the Association said, adding that it was also found that the majority of the high-

yielding varieties cultivated in the country belong to the private sector, and there was the 

sentiment that approval of private sector high-yielding varieties can gain more acreage, 

and it will be difficult to prove the performance of public sector institutions that are 

working while spending considerable amounts of funds. 

The Association has demanded that such types of decisions should be investigated by the 

controlling authorities in the Ministry of National Food Security and Research to see why 

the committee’s decision to approve high-yielding varieties was not implemented in these 

critical economic times when such varieties might boost domestic cotton production while 

approved varieties having very low yield potential were approved. 

Along with prompt action on such approvals, the Punjab and Sindh Seed Councils should 

approve these high-yielding varieties based on fibre relaxation only in staple length in 

order to meet the domestic raw cotton requirements of the textile sector to meet export 

demands, the Association advised. 
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