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Scope of the work

The scope of this engagement is to assess the impact of the global and domestic economic 

crisis on the Textile and Clothing industry in India. 

The study covers Spinning, Weaving, Knitting, Processing/Finishing, Made-ups and 

Clothing segments of Textile and Clothing industry.
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Terms of Reference

Based on the scope of work, the terms of reference for this engagement are:

1. Conduct a sector analysis of the Indian Textile and Clothing industry.

2. Analyse the effect of economic slowdown on demand of Textile and Clothing in 

domestic markets and major export markets i.e. USA, EU, UK and Japan.

3. Evaluate the cost competitiveness of Indian Textile and Clothing Industry vis-à-vis 

competing countries viz. China, Bangladesh, Sri Lanka, Vietnam and Turkey.

4. Analyse the fiscal incentives provided by Governments in the competing countries (as 

in point 3).

5. Recommend short term and long term action plans for government and industry for 

achieving sustained growth of Textile and Clothing industry and its exports.
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Approach to the study

Phase 1

Diagnostic 
analysis 

Phase 2

Assessment of 
future challenges 
for the industry

Phase 3

Recommendations
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Phase 1: Diagnostic analysis  

Module 1

Analysis of demand trends of Textile and 
Clothing

Module 2

Analysis of the competitiveness of 
Indian Textile  and Clothing sector 
vis-a-vis competing countries
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Module 2: Analysis of competitiveness of Indian Textile and Clothing industry

ÅAnalysis of past performance of Textile and Clothing 
industry to assess the impact of economic slowdown

Work stream 1: 

Analysis of Indian 
Textile and Clothing 
industry

ÅCompetitiveness assessment of Indian Textile and 
Clothing industry to understand its strengths and 
weaknesses vis-à-vis competing countries

Work stream  2: 

Analysis of  the 
competitive landscape 

ÅComparative analysis of the trade policies/incentives to 
understand its impact on the industry

Work stream  3: 

Analysis of the 
Trade environment 
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SWOT analysis for the Indian T&C Industry

SWOT 
analysis of 

Indian Textile  
and Clothing 

Industry

Analysis of 
Textile and 
Clothing 
industry

Competitive 
assessment of 

Indian industry 
vis-a-vis other 

countries
Analysis of 

trading 
environment in 

competing 
nations
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Forecast the possible economic 
developments in T&C markets and project 
the Textile and Clothing demand for 2015

Assess the challenges for Indian 
Textile and Clothing industry 

Phase2: Assessment of future challenges for the industry
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Phase3: Recommendations

üRecommend interventions by both the industry as well as the Government that 

are WTO compatible and focus on measures to :

ÁAchieve sustainable growth of Textile and Clothing industry in India

Á Increase the share of Textile and Clothing in the global markets
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ÅQuestionnaire based survey of the industry players 
to get feedback on present condition

ÅDiscussions with industry experts and key industry 
players in each product category

ÅDiscussions with Industry associations

ÅDiscussions with officials in Export promotion 
councils of Textile and Clothing sector

Primary 

Research

ÅInformation available in the public domain and 
from sources considered reliable

Secondary 
Research

Methodology
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Contribution of T&C industry to 

Indiaôs GDP

4%

Contribution of T&C industryto 

Indiaôs  Industrial Production

14%

Contribution of T&C industry to 

exportearnings

12%

Fig: Textile and Clothing industry (2007-08)
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Fig: Indian T&C trade in 2007-08

ÅT&C industryis oneof the largestandmostimportantsectorsin the Indianeconomyin termsof

output,foreignexchangeearningsandemployment.

ÅThe industry contributes 4% to the countryôsGDP and 14% to the countryôsindustrial

production.

ÅWith US$ 12.7 billion of Textile exportsandUS$ 9.7 billion of Garmentexportsin 2007-08, the

industrycontributed12% to theforeignexchangeearnings.

ÅAs of March2006, theindustryprovideddirectemploymentto 33.17million# people.

Indian Textile and Clothing (T&C) industry is one of the most important 

sectors in terms of output, foreign exchange earnings and employment

Source: Office of  Textile Commissioner

*Textile includes Made-ups articles
#This also includes employment in Handloom, Sericulture, Handicraft and Jute industry

Source: Office of  Textile Commissioner
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ÅT&C industry is the secondlargestemploymentgeneratingsectorin India, after

agriculture.

Å In addition to direct employment,the industry generatessignificant employment

through forward and backward linkages, both in traditional activities like

productionof cottonandothernaturalfibers and in modernindustrieslike textile

designandfashions.

ÅApart from the employmentpotential, the large numberof skilled and unskilled

activitiesin theindustrymakesthesectorextremelyimportantfrom theperspective

of inclusivegrowth.

T&C industry is the second largest employment generating sector with 

significant employment opportunities for both skilled and unskilled labour
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Fig: Year-wise trend in Indian T&C exports
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Fig: Indian T&C market (2007-08)

ÅWith exportsaccountingfor 35% (by value)of thetotal marketsize,theIndianT&C industryhas

significantdependenceonexportmarket.

ÅT&C exportshaveincreasedat a CAGR of 12% from 2005-06 to 2007-08 with textile exports

registering17% growthandgarmentexportsregistering9% growth.

ÅValue-wiseshareof textilesin total T&C exportshasincreasedovertheyearsfrom 52% in 2005-

06 to 57% in 2007-08.

Total market size#: Rs. 2.55 trillion

#Market size has been computed on the basis of retail prices and excludes Technical Textiles

Indian T&C  industry has significant dependence on exports

Source: ICRA report
Source: Office of Textile Commissioner

17.8 19.4

22.4
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Indian T&C exports have significant dependence on EU27 and US which 

together accounted for 54% of total T&C export value during 2007-08 

Fibre

12%

Yarn

14%

Fabric

14%
Garment

43%

Made-

ups

16%

Others

1%

Fig: Value-wise share of various products 

in total T&C exports by India (2007-08)

Total Exports: US $ 22.4 billion
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Japan
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Others

27%

Fig: Value-wise share of major export markets 

in total T&C exports by India (2007-08)

ÅGarmentis the major exportproductof Indian T&C industry,constituting43% by valueof the total

T&C exportsin 2007-08, followed by Made-ups(16%), Yarn (14%) andFabric(14%).

ÅEU27 is the largestexportmarketfor IndianT&C products,with a shareof 33% by valueof thetotal

T&C exportsin 2007-08; UK aloneaccountsfor 7.5% of IndiaôstotalT&C exportvalue.

ÅUSis thesecondlargestexportmarketwith a shareof 21% by valueof totalT&C exportsin 2007-08.

ÅOtherimportantexportmarketsareUAE, China,Italy, BangladeshandJapan.

Source: Office of Textile Commissioner
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ÅEU27, US and Japanare major import marketsfor T&C products in the world

accountingfor 46% of world textile importsand76% of world clothing imports in

2007.

ÅRecenteconomicslowdown has significantly impactedthe T&C market of these

threelargeimportersof textile andclothing.

Å India being one of the major exportersof textile and clothing productsto these

markets,theIndianT&C industryhasalsowitnesseda downwardimpact.

Recent economic slowdown has impacted the major T&C import 

markets thus, negatively impacting the Indian T&C industry
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Source : Office of Textile Commissioner, DGCIS

Fig: Value-wise monthly total exports of Cotton 

yarn, fabric and made-ups

ÅGrowthof IndianT&C exportsstagnatedduringApr ïDec2008ascomparedto a growthof 15% y-

o-y in FY08.

ÅDuring Apr ïDec 2008, garmentexportsgrew by 7% (y-o-y) asagainsta growth of 9% (y-o-y) in

FY08whereasTextile exportsdeclinedby 4% (y-o-y) asagainstagrowthof 21% (y-o-y) in FY08.

ÅDeclinein exportswasobservedin all majorcategoriesof T&C industryduringAugïDec2008.

ÅDuring 2008, exportsof cotton yarn, fabric and made-ups declinedsignificantly in September(by

16% y-o-y), October(by 15% y-o-y) andNovember(by 26% y-o-y).

Growth of Indian T&C exports stagnated during Apr ïDec 2008 as 

compared to a growth of 15% (y-o-y) in FY08

*Refers to Apr ïDec 2008
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ÅIndian T&C industry haswitnesseda significant impact with the major T&C importing markets

undergoinganeconomicslowdown.

ÅTheIndexof IndustrialProduction(IIP) for Cottontextilesdeclinedby 3.7% (y-o-y) in Dec2008(as

againstan increaseof 2% y-o-y in Dec 2007), 6.2% (y-o-y) in Jan2009(asagainstan increaseof

4% y-o-y in Jan2008) and12.1% in Feb2009(asagainstanincreaseof 5.1% y-o-y in Feb2008).

ÅIIP for Textile productsincludingappareldeclinedby 2.3% (y-o-y) in Feb2009.

-20%

-10%

0%

10%

20%

30%

40%

50%

Jan-05 Jul-05 Feb-06 Aug-06 Mar-07 Sep-07 Apr-08 Nov-08

Cotton Textiles

Wool, Silk and man-made fibre 

textiles

Textile Products (including 

Wearing Apparel)

Fig: Year-on-year growth in IIP

Indian T&C industry witnessed a slowdown in production with the Index of Industrial 

Production (IIP) for Cotton textiles declining by 2.6% (y-o-y) in Apr-Feb FY09 

Source: CSO, IMaCS analysis
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Fig: Year-on-year growth in filament yarn 

production

Fig: Indiaôs monthly spun yarn production in million kgs

ÅSpunyarn productionhasdeclinedsinceJuly

2008, with the decline continuing in each

successivemonth.

ÅDuring Apr-Feb, FY09 spun yarn production

declinedby 2.9% (y-o-y) to 3.6 million MT.

ÅProduction of Manmade Filament Yarn

(MMFY) declined by 6% (y-o-y) in

FY09, comparedto a growth of 10.1% in

FY08.

ÅProductionof PolyesterFilamentYarn (PFY)

declinedby 6% (y-o-y) in FY09, asagainstan

increaseof 12% (y-o-y) in FY08.

During Apr - Feb FY09, spun yarn production declined by 3% (y-o-y) 

and MMFY production declined by 6% (y-o-y)

Source: Office of the Textile Commissioner
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ÅTotal fabric productiondeclinedby 1.4% y-o-y during Apr ïFeb, FY09 and by 2% y-o-y

duringFeb,2009asagainsta 3-yearCAGRof 7.3% from FY05 to FY08;

ÅFabricproductionby handloom,powerloom andhosierydecreasedby around7% y-o-y , 1%

y-o-y and2% y-o-y respectivelyduringFeb,2009.

Fig: Year-on-year growth in fabric production

Fabric production declined by 1.4% (y-o-y) during Apr - Feb, FY09

-5%

0%

5%

10%

15%

20%

2005 2006 2007 2008 Apr - Feb 

FY09

Mills Powerloom Hosiery Total 

Source: Office of Textile Commissioner, IMaCS analysis
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Fig: Operating profit margins for a sample 

of Indian companies*
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Fig: Net profit margins for a sample of 

Indian companies*

ÅOperating profit margin of the analsyedSpinning and Garment companieshave dropped

significantlyfrom Q3FY08 to Q3FY09.

ÅNet profit margin for the analyzedcompaniesof all sectorsdeclinedsignificantly in Q3FY09

with Made-upsandSpinningcompaniesregisteringa loss.

Decline in production has negatively impacted the profit margin of 

Indian T&C companies

*Analysis based on a sample of companies. 

Refer Annexure II  for details
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Fig: D/E ratio for a sample of Indian companies

ÅD/E ratio of the analysed Spinning, Weaving and Made-ups companies has increased

significantlyfrom FY04 to FY08, indicatingleveragedcapacityexpansion.

ÅRecentdropin productionhasresultedin underutilisationof capacities,inadequateabsorptionof

fixed costs and weak debt coverageindicators; the interest coverageratio for the analyzed

companiesof all sectorshasdeclinedsignificantly in Q3FY09.

Fig: Quarterly interest coverage ratio for a 

sample of Indian companies*
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Highly leveraged capacity expansion combined with drop in production 

has resulted in weak debt coverage indicators
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*Analysis based on a sample of companies. 

Refer Annexure II  for details
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ÅCost of the projectssanctionedunderTUFS havedeclinedsignificantly from Rs. 66,233

crorein FY07 to Rs.19,917crorein FY08andRs. 31,672croreduring9MFY09.

ÅThis is indicativeof reductionin expansionandmodernisationplansof the T&C industry

whichwouldbecounterproductivein thecurrentcompetitivescenario.

Investments for technology up gradation have significantly decreased 

in FY08 and 9MFY09
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Fig: Year-wise project cost of applications sanctioned 

under TUFS

Source: Office of Textile Commissioner, IMaCS analysis
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Source: CSO, IMaCS analysis
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Fig: Month on month change in average IIP* for 

Textiles and Textile products (2008-09)

Decline in production in the T&C industry is estimated to have resulted 

in a job loss of 5 ï6 lakh

ÅSince June, 2008 averageIIP for Textiles and Textile productshas witnesseda decline in

majority of months with an averagemonth-on-month drop of 1.44% from June, 2008 to

February,2009indicatinga dropin production.

ÅConsideringthe fact that T&C industry as a whole hasnot witnessedany major technological

changeover the nine-monthperiodunderdiscussion,lossin productionof 1.44% would leadto

anequivalentlossin jobs.

ÅThus,declinein productionis estimatedto haveresultedin a lossof 5ï6 lakh jobs.

*Refer Annexure III for details of methodology
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×Order book status

ÅMajority of surveyedT&C manufacturersreportedto haveanorderbookstatus

of 15daysto a month.

×Issuesfacedin global markets

ÅóLessprice realisationôandóShift of order to competingcountriesôwereranked

asthemostsevereissuesfacedin theglobalmarkets.

×Major businessconstraints facedby the T&C industry

ÅMajority of the domesticmanufacturersrankedólack of powerôas the most

severebusinessconstraint.

ÅóShortageof skilled labourôandóworking capital issuesôwere rankedas the

secondmostseverebusinessconstraintsby theindustry.

ÅóHigh interest ratesôand ódelay in refundôwere also mentionedas the key

businessconstraintsimpactingtheindustry.

Major issues faced by T&C manufacturers

Source: Primary Survey
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Top importers of Textile Value in US $

billion 

% annual 

change

% share in world 

textile imports

European Union (27)                                                                                                          84.21 10 33.7

United States                                                                                                                24.09 3 9.6

China 16.64 2 6.7

Hong Kong, China                                                                                                             13.56 -3 5.4

Japan                                                                                                                        6.30 2 2.5

ÅEU27 is thelargestimporterof textile andclothingaccountingfor 33.7% of world textile imports

and45.5% of world clothingimportsin 2007, followed by US.

ÅChina ranks third in world textile imports with a shareof 6.7% while Japanis worldôsthird

largestimporterof clothingwith ashareof 6.7% in world clothingimportsin 2007.

World T&C trade has significant dependence on EU27 and US, which together 

account for 43% of world textile exports and 69% of world clothing exports by value

Table: Worldôs top five textile importers (2007)

Source: WTO Trade Statistics

Top importers of Clothing Value in US $

billion 

% annual 

change

% share in 

world imports

European Union (27)                                                                                                          162.8 13 45.5

United States                                                                                                                84.9 2 23.7

Japan                                                                                                                        24.0 1 6.7

Hong Kong, China                                                                                                             19.1 2 5.4

Russian Federation  14.5 79 4.1

Table: Worldôs top five clothing importers (2007)76% of 

the world 

clothing 

imports

43% of 

the world 

textile 

imports
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ÅEU27, US andJapanaremajor import marketsfor T&C productsaccountingfor 46% of

world textile importsand76% of world clothingimportsin 2007.

ÅEU27 enteredan economicslowdown phasefrom Q3,2008 with its GDP declining by

0.2% (quarteron quarter)in Q3,2008, followed by a reductionof 1.5% in thefinal quarter

of theyear.

ÅEconomicgrowthin US fell by 0.3% betweenJuneandSeptember,2008.

ÅJapan'seconomyis witnessingeconomicslowdownafter shrinking by 0.1% in the third

quarterof 2008; theeconomyhadshrunkby 0.9% in theApril to June,2008.

ÅRecenteconomicslowdown has significantly impactedthe T&C market of thesethree

largeimportersof textile andclothing.

Worldôs major T&C importers are facing economic slowdown which 

has impacted the T&C demand
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Impact of economic slowdown on the imports of  textile and clothing

Impact of economic slowdown on T&C imports by EU27

Impact of economic slowdown on T&C imports byUK

Impact of economic slowdown on T&C imports by US

Impact of economic slowdown on T&C imports by Japan

Projected T&C imports in identified global markets for 2015


