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Policy.

TCEL very important to Indian economy.
Separate Ministry: for Textiles

Public funds for development programmes and
Incentives

Alm to Improve Int. competitiveness threugh
Moedernisation, advances in technology.
Trax hased Incentives
Grants
[Development Zones

[Drawiack of AUty Schemes



Policy (cont)

Optimism fer pest-guota era

Modernisation pProgramines

110 ENance: Competitiveness
Termination of WO Agreement on Textiles and
Clething:

China & India te henefit most — to detriment of most ether
counties

India; Benefits not fully materalised

Elimination el guetas = “Dolnle-Eaged Sword*
IHUGE 1ncrease 1 ChInese exporits



The Market

LLarge marnket: Population 1.1 billion

[Largest part very low! dispesable incomes

Upper and middle class small; although grewing
INIot easy’ market to) penetrate I.r.0. ConsSUMmer goods
Distribution arrangements Very important
[Dominated by lecallunbranded clothing / fieetwear
Branded manket growing| fremisimall base

Well'known Internationall branded! products 1est chance
ofi penetrating Indian; market



Features: TCFL

Major industries in India & internationally in
terms; of:

Production
Employment
EXPOrts

Industries based on:

IHUge supply: of raw: materals
large lalbour pool at Iow Wages
Covers entire supply chain



Textiles

Spinning segment internationally competitive
EXport oriented

Medium- and: large scale fiactores
Viost teclinelogically sophisticated Segment

\/ertically' integrated production perferming
Spinning
\WWeaving
Processing

[Dyeing, finishing and processing Weakest links



Textiles: Yarns

Primarnily cotton hased

Wide range ofi other filres

Man-made filres
Jute, Silk

India majer woerld preducer

World’s 3! largest producer ofi cotton
Yield analquality lew: — williimprove
INio' 1 exporter ofi cotion yarnm

Yann production
India 3 232 000 tens in 200475

SA 1761000 tens
India’s yarn production 18 times that off SA



Textiles: Fabrics

India 2" [argest producer of fabrics
Production 2004705 = 45 billion sg m

SA production = 433 000isg m

India’s faloric production = 104 times SA’S
India: 46% cotton; 13%; blended; 41% non-
cotton



Clothing

601000 manuifacturers ofi clothing

IMost eni a very small scale

2" [argest producer & exporter of clothing
lLarge: producer off made-up textiles
Strengthin clething manuifacture are

LLow-medium quality’ clething for demestic market

Megdium=quality relatively high-fashien clething for niche
Segments ofi export market

Knitwear



Eootwear and lLeather

Major producer of leather, footwear & leather
goods

Abundant supply of hides & skin

Preduction capacity fior leather EVW 909 mil.
pairs; ether EVW 960 mil. pairs in 1999

World's 2h9 largest manufacturer and exporter
ofi flootwear



Foeotwear and Leather (cont)

F&L proeduction
Currently US$5 billien/a.
Expected US$ 12 billion: by 2010
EXports
Currently: US$ 2.4 billion/annum
Prejected USS 5.1 hillien oy 2010

Employment - 2.5 billion



Employment

Employment in clething 4 million
Employment in textiles 30 million
[Lalbeur cests one: of lowest n tihe werlal, BUL:

IHIgher prices for ether inpuits
LCow: lalbeur preductivity

SA Wages/nhour 4x that ofi India

India competitive with mest developing countries, Very
competitive relative to developed countries

LLegIstics and cost raising effects major problem



Inefficiency in TCEL
Industries

DUue to

Eragmentation

l_ack: eff sufificient Investment initechnoelogy Upgrading
[REASONS

Resenvation| off sectors for small scale inaustries (SSI)

GoVErMEnL's past restrctive regime in respect of fioreign
Vestment

O1ier preklems
Inadeguate infirastructure
POWEY COStS
Port delays: Customs procedures / red tape



Imports and EXpoerts

India imports of textiles 2004705 US$ 2.1 hillion
2.02% ofi total counthny IMmpoerts

Export ofi textiles US$S 12,7 billion; i 2004705
17.9% of total exports.

India Impoerts insignificant guantities of clething
Clothing imports USS$ 32 million in 2004
Compared to exports off US$ 6,15 billien



TCEL South Africa

Produces 4.9% ofi VA by manufacturing industry

\Wearing apparelilargest at 46%
Tiextiles 37.2%
EOOLWEaN 6.5%

2005 TCEL employed 15.1% of manufacturing
lalbour

Clothing Industryemployed59%: off that
Tiextile sector employed 26%

FootWear 6%

2000-2005; Job losses ini all sectors



Protection Tarifi Bindings

India’s WTO goods schedule: Bound tariiffs
fior Industriall products high, moestly 40%

IMany sensitive products not bound

Carets
Knitted falrics
Clothing
Viade-upps

Footwear not bounad



Protection Tariff Bindings (cont)

TPR report shows some lines are bound

WTO confirms India has beund moest of
previously unbeunadl textiler & clothing lines

[Doubt whether thisiis a ‘binding” commitment
All SA’s TCEL tariffi lines are bound




Custom Tarifis: Applied

India CIE, SA FOB
India reduced applied tarififs over last few:years

Basic duties are uniform, mostly 15% (as firem; 1
March 2005)

Tranifi structure not transparent

LLarge numkoer off netifications, generallexemplions; &
partial exemptions net shewn! inithe Sechedules to the

Act



Custom Tarifis: Applied (cont)

Actual basic duties may e Iower than shown
In Schedule 1 (e.g. steel)

Fabrics & clothing and some yarns & made-up

textiles subject toi alternative specific duties In
Rs/m? or Rs/piece

IHas the effect of higher actual duties on lower
priced products



N TBS

N Bs a major problem for export to India
(@lthough the situation has iImproved)

N Bs withmost effiect on TCEL are
Policy unpredictanility and Uuncertainty
Additional (excise) duties based on MRP
Az0-dies certification
Custom procedures & delays
Customs Vvaluation
Port / transporit infirastiuctural prenlems
General red tape
[Laloelling| requirements



Anti-Dumping
India uses anti-dumping moest of all countries

Textiles 7.3% of anti-dumping| actions

India 51 on list for anti-dumping
Investigations

India subject tormore countervailing (anti-
SulsIdy) measures than any: other country



Trrade Elows

Indian exports 20x that of SA

India responsible for 3% of world trade in TCEL
Products

India imports less than SA (2004 in US$: Trextiles 1.5
pill; clething 32 million; foetwear 53 million)

India had a positive trade balance of US$ 12 791
milhien in 2004

SA had a trade deficit of US$ 1 236 million

Indian TCEL market Is shielded from import
competition

SA exXperiences nigh Import penetration




EX

=

Trrade Elows: India

ports of clothing by India
USS$ 6 152 mil. in 2004
port off knitted clothing 1ncreased by 10% p.a.

petween; 2000 anai 2004
Made-ujps dominate: textile exports

Gr
EX

owithiin leather footwear exports
ports to 7 countries; US & EU the main

markets



Recommendation; Offensive

Considering
India’s strengthiin whole ofi the: TCEL pipelines

itSi International competitiveness; inm TCEL

India’s very Iow Import propensity’ particulary in
clothing, made-ujp textilesiand foetwear

India’s already low: duties on TCEL products
INFFBS present infingdia that discourage Imports;

export epportunities in TCEL are limited. Potential for
synthetic filament yarns andityre cord faoric. Identify
ether products In consultation with the Industries.



Recommendation: Defensive

India has a comparative advantage in TCEL products +
Size advantage + Incentives

Withi the Seuthi African sufferng imjunry:and the Indian
TCEL industries

already very lange and diversified; and now: growing
capaciities and econemies ofi scale,

IMproving| thelr competitiveness, and
targeting| lange scale export growth;

tarifit preferences should not e grantedito India in
iespect off TCEL preducts under the proposed PTA.



Recommendation: Negotiations

India is likely ter reguest concessions in regard to the
TCEL sectors in View!: of their export drive

SA has a strieng case to net agree to preferences
vased on the current sitlation In the sectors; already
nIgh Import penetration; andlthe smalll SA market

SA can request concessions in regard tera limited
AUMBEr ofi products, India may agree: teithis

Should Indra nsist on counter TCEL concessions,
the TCFEL sectors should be excluded from a P TA
on both sides.



