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ABSTRACT

This study has identified the various challenges that Indian apparel export firms are likely
to face in the coming years on account of rapid changes in the rules of global apparel
trade. According to this study, there is a need for capability development at the national,
inter-firm and firm level to ensure that there is a growth in exports of Indian Apparel
Firms. The changes in the International Business Environment, according to this study,
are (1) phase out of the quantitative restrictions that currently exist (as per the Agreement
on Textile and Clothing); (2) rapid growth of preferential trade arrangements; (3)
emergence of new and varied non-tariff barriers in international trade of apparel; (4)
dominance of China in world apparel markets; (5) evolution of the informed and value
conscious customer and (6) the increased use of information and communication

technologies in the apparel supply chain.

The study has attempted to find out whether Indian firms have the necessary capabilities
to successfully combat the challenges offered by the business environment. The findings
are based on a comprehensive literature review and statistical analyses of secondary and
primary data. On the basis of a sample survey of 176 firms, the relationship between
various capabilities and (1) net export growth of firms and (2) net profit growtﬁ of firms
have been analysed. Apart from the firm level sample survey, the study includes the
findings of an expert-level survey and six select case studies. The study concludes that |
the major responsibility for developing these capabilities (quality consciousness, cost-

control, development of strategic alliances, use of modern technology and skilled labour,



new product development, develoﬁing a competence in design etc.) lies with the
" management of each firm or with joint management of a coalition of firms. At the same
time, the Indian government also has a responsibility for developing certain macro
capabilities (for example, bettér transport infrastructure), which will facilitate the growth

of all domestic firms.

The study makes a projection of the World’s import growth and India’s export growth of
~different categories of apparel in the year 2010. It also identifies the main apparel
exporting countries, which are likely to be. dominant global exporters of apparel after the

phase-out of Quantitative Restrictions in December, 2004.

“The findings of the study are expected to bring about greater clarity in some of the
concepts and operational aspects of the apparel trade. It could be used to assist policy
makers. at the Government level and managers at the firm level in making informed

decisions to enhanée apparel export growth in future.

ii



TABLE OF CONTENTS

Abstract 1
List of Tables Xiii
List of Boxes Xvil
List of Figures XVviil
List of Appendices XX
Abbreviations XX1
Glossary XXiii
Chapter 1 Introduction
1.1 The Background 1
1.2 Structure and Characteristics of the Global Apparel Industry 2
1.2.1 Evolution of the Apparel industry 2
1.2.2 The Apparel manufacturing process and Value Chain 4
1.2.3 Structure and Working Conditions of the Apparel Industry in 6
Advanced Countries
1.2.4 Structure and Working Conditions of the Apparel Industry in 7
Developing Countries .
1.3 Special Characteristics of the Indian Apparel Industry 7
1.3.1 Dichotomy between Garment Exporters and Producers for the 8
Domestic Market
1.3.2 Restrained and Non-restrained Apparel Exports 9
1.3.3 Quota Entitlement Policy 12
1.3.4 Garment Export Clusters 13
1.3.5 Composition of Garment Exports. 18
1.4 Global Trends in Apparel Trade
1.5 Need For Research 25
1.6 Research Problem Statement and Research Objectives 26
1.7 Research Model 27
1.8 Constructs used in the Research 28
1.9 Organisation of the Thesis 31
1.10 Conclusion 31

111




Chapter II Literature Review

2.1 Introduction 33
2.2 Challenges to be faced by Apparel Exportlng Firms from the 34

‘International Business Environment
2.2.1 End of Quantitative Restrictions (QRs) - 34
2.2.2 Tariff Barriers 37
2.2.3 Non Tariff Barriers 40
- 2.2.4 Regional Trade Blocs and Preferential Trading 41

- Arrangements (PTAs) , .
- 2.2.5 The Changing Market Conditions for Apparel in the New - 44
~ Millennium
2.3 Challenges Offered by the Domestic Busmess Environment 46
~2.3.1 Procedural Bottlenecks 48
. 2.3.2 Infrastructural Constraints 49
' 2.3.3 Labour Related Constraints 50
2.3.4 Other Constraints relating to Government Policy 51
2.4 Firm and Inter-Firm Level Capabilities 52
2.4.1 Competing on Capabilities 53
2.4.2 Organisational Characteristics and Capability Building 56
2.4.2.1 Size, Positioning and Image of the firm 56
2.4.2.2 Location and Capability to benefit from a Cluster 58
2.4.2.3 Capability to forge a Strategic Alliance 58
2.4.2.4 Organizational Culture v 59
2.4.3 Managerial Strategies and Capability Building 60
2.4.3.1 Quality Consciousness . 60
2.4.3.2 Use of the most appropriate global technology 61
available

2.4.3.3 Compliance with International Standards 61
2.4.3.4 Effective use of IT in Business Applications 62
2.4.3.5 Cost Leadership Strategy 63
2.4.3.6 Differentiation Strategy 63
2.4.3.7 Focus Strategy . 64
2.4.3.8 Diversification Strategy 65
2.4.3.9 Customer Orientation 65
2. 5 Some Recent Studies on Indian Apparel Export Sector 66
2.6 Gaps in Literature 69
71

2.7 Conclusion

v




]

CHAPTER III Research Methodology

3.1 Introduction 73
3.2 Profile of Experts 74
3.3 Flow Diagram of Research 77
3.4 Definition and Measurement of Constructs 77
3.4.1 Sub-Constructs for Challenges of the International and 79
Domestic Business Environment
3.4.2 Sub-constructs for Firm Level Capability 79
(1) Quality Consciousness 79
(2) Cost Control 80
(3) Full package Supply Capability 80
(4) Economies of Scale 80
(5) Reliance on Direct Marketing 81
(6) Reliance on Sub-contracting 81 .
(7) Design Competence 81
(8) Compliance with International Labour and 82
Environmental Standards
(9) Effective use of Information Technology 82
(10) Product Diversification 82
(11) Market Diversification 83
(12) Market Focus 83
(13) Brand Development 83
(14) Innovation in Production and Marketing 83
3.4.3 Sub-Contracts for Inter-Firm Level Capability 84
(A) Strategic Alliances 84
(B) Cluster Dynamics 84
3.5 Analysis of Secondary Data 85
3.5.1 Analysis of the growth pattern in global demand for apparel 85
3.5.2 Identification of India’s major competitors in different 86
segments of apparel trade
3.5.3 Comparison of the growth potential of apparel exports in 87
selected countries for the year 2010 based on select
national level capability indicators
3.6 Collection of Primary Data 87
3.6.1 Collection of data for Industry level Analysis 87
3.6.2 Collection of data for Firm Level Analysis 88
3.6.3 Scope of the Firm Level Study 89
3.6.4 Population for firm level survey 90
3.6.5 Research Site 90
3.6.6 Sampling Plan 90
3.6.7 Sample Size 91
3.7 Methods Used to Analyze Firm Level Data 93
3.7.1 Simple statistical tools like frequency tabulation and graphs 93
3.7.2 Principal Component Analysis 93




3.7.3 Hypothesis Testing 94
3.8 Reliability Test 97
3.9 Methodology Used for Case Studies 98
3.10 Conclusion 99
Chapter IV Global Demand For Apparel
4.1 Introduction 107
4.2 Different types of consumers for apparel 109
4.3 Factors Influencing Demand for Imported Apparel 114
4.3.1 Price Competitiveness 114
4.3.2 Regional Trade Arrangements 114
4.3.3 Changes in Retailing Practices: Lean Retailing 115
4.3.4 Branded Marketers and Branded Manufacturers 116
4.4 Trends in World Import of Different Categories of Apparel 116
4.5 Major Markets for different categories of Apparel 119
4.6 Emerging Markets for Apparel 133
4.7 Projections of Global demand for Apparel in 2010 135
4.8 An Analysis of India’s export trends in various categories of 139
apparel and projections for the year 2010
4.9 Comparison of relative importance of different categories of 146
Apparel
4.10 Conclusion 147
"CHAPTER V Country-wise Comparative Advantage in Apparel
5.1 Introduction . 149
5.2 Methodology used to identify and rank major global exporters of 153
apparel ‘
5.3 Country-wise Revealed Comparative Advantage (RCA) in 154
different categories of Apparel
5.3.1 RCA in Men’s Woven Outerwear (SITC 842) 154
5.3.2 RCA in Women’s Woven Outerwear (SITC 843) 156
5.3.3 RCA in Woven Undergarments (SITC 844) 158
5.3.4 RCA in Outerwear Knit Non Elastic (SITC 845) 159
5.3.5 RCA in Knitted Undergarments (SITC 846) 161
5.3.6 RCA in Other Clothing Accessories (SITC 847) 162
5.4 The future of the Apparel Industry in Italy, Republic of Korea, 164
and Hong Kong (Group I) ‘ -
5.5 Bangladesh and other Emerging Economies (Group II ) 170

Vi




5.6 Middle and Low Income Newly Industrialised Countries 172

(Group I1I)

5.6.1 China 174
5.6.2 India 176
5.6.3 Turkey 177
5.6.4 Mexico 178
5.6.5 Thailand 179
5.6.6 Indonesia 180

5.7 An analysis of the competitive potential in apparel exports of the | 181
six selected newly industrialized countries

5.7.1 Global Market Share of Six Selected Countries 182
5.7.2 Revealed Comparative Advantage in Different Categories | 182
of Apparel

5.7.3 Compound Annual Growth Rate of Different Categories of | 183
Apparel for Selected Countries (1999-2000)

5.74 Labour Costs in Selected Countries 185
5.7.5 Productivity of Labour 187
5.7.6 Related Industries 187
5.7.7 Being Part of a Major Preferential/Regional Trading 189
Bloc
5.7.8 Company Operations and Strategy 189
5.7.9 National Business Environment 190
5.8 The Future Potential of Apparel Exports of Six Selected 191
Countries
5.9 Conclusion 193

CHAPTER VI Expert Perceptions of Critical Issues Affecting the Indian J

Apparel Export Industry
6.1 Introduction 197
6.2 An analysis of the Perceptions of Experts on The External 200
Business Environment and the future of the Indian Apparel
Export Industry
6.2.1 The Challenges of the Quota-Free Apparel Trade 200
6.2.2 The Challenges Offered by Regional Trade Blocs 201
6.2.3 The Challenges of Social Compliance and Other 203
International Regulatory Standards
6.2.4 The Importance of Price and Non-Price Factors 204
6.2.5 The Challenges offered by Demand for High Fashion 204

Vil




6.2.6 The Dominance of China in Global Apparel Exports

205 °°

206

6.3 An Analysis of the Perceptions of Experts on the Domestic
Business Environment (DBE) and the future of the Indian
Apparel Export Industry «
6.3.1 Indian Government Policy 206 -
6.3.2 Infrastructure | 207 -
'6.3.3 Labour Issues 208 -
6.3.4 Inter-Firm Coalitions. 211,
6.4 An Analysis of the Perceptions of Experts on Firm Level 211
Capabilities and the future of the Indian Apparel Export Industry 1
6.4.1 Cost Control 211
6.4.2 Quality Consciousness 212§
6.4.3 Product Specialisation 213
6.4.4 Market Focus : 214
6.4.5 Strategic Alliances : - 215
6.4.6 Scale of Operations - 215
6.4.7 Quick Response 217
6.4.8 Cluster Dynamics 217
6.4.9 Core competence 218 .
6.4.10 Customer Orientation 218-
6.4.11 . Technology | 219
6.4.12 . Productivity 220:
6.5 Relative Importance of the International business environment, 221
the Domestic business environment and Firm Level capabilities '
in the growth prospects of the Indian Apparel Industry 3
6.6 Findings of Primary Survey of Select Experts on Some Critical- 223
Issues Relating to Competitiveness of Indian Apparel Export :
Firms.
229,

6.7 Conclusions

1

L

CHAPTER VII Challenges and Capabilities of Indian Apparel Flrms — Firm

Level Survey

7.1 Introduction 235
7.2 Situation Appraisal : General Characteristics 237
- 7.2.1 Part of a Group of Firms _' 237
7.2.2 Export Oriented Units - 239
7.2.3 Location in an Industrial Estate 240

+ 7.2.4 Number of years of experience 240

. 7.2.5 :Number of workers employed 242
243

- 7.2.6 :Design Competence

Viil




7.2.7 Focus on Quota Exports 245
7.2.8 Number of Machines Installed 246
7.2.9 In-house Production 248
7.2.10 R&D and Product Development 248
7.2.11 Product Focus 250
7.2.12 Average Cost Structure of Responding Firms 253
7.2.13 Inventory Management 255
7.3 Capabilities attributed by firms for their current level of 256

export performance
7.3.1 Co-existence of Current Capabilities 260
7.3.2 Region-wise Differences in Current Capabilities 261
7.3.3 Sector-wise Differences in Current Capabilities 264
7.4 Relationship between select variables and Net Export 266
Growth and Net Profit Growth of sample firms
7.5 Determinants of Net Export Growth of firms 271
7.5.1 Determinants of net profit growth of firms 272
7.5.2 Comparison of firms which have shown very high export 273
growth and other firms
7.6 Future Capabilities planned to be developed by Sample firms 276
in the next three years
7.6.1 Correlation between factors that are planned by firms to 282
enhance future export growth.
7.7 Sector-wise Variations in Future Capability building 284
7.7.1 Region-wise Variations in Future Capability Building 287
7.8 Firms’ Perceptions of the External Business Environment 289
7.9 Conclusions 292
CHAPTER VIII CASE STUDIES
Introduction 303
Case 1: The Firm With Foreign Collaboration (NOIDA) Firm I 305
8.2.1 The general profile of the firm 305,
8.2.2 The reason for selecting this particular firm 308
8.2.3 How the firm views the environment in which it 308
operates
8.2.4 The key success factors attributed by the firm for the 309
current level of export performance
8.2.5 Recent initiatives undertaken by the firm and new 311
initiatives planned by the firm to increase export
performance in the next three years
8.2.6  Strengths perceived in Firm I 313
8.2.7  Weaknesses perceived in the Firm [ 314

1X




8.3 Case 2: The Firm With Foreign Collaboration (Bangalore)
Firm II

314

8.3.1 The General Profile of F 1rmII

314
8.3.2  The reason for selecting Firm II 315
8.3.3  How the firm views the environment in which it 315
operates ' "
8.3.4  The key success factors attributed by the firm for 316
. the current level of export performance
8.3.5  Recent initiatives undertaken by the firm and new 318
i initiatives planned by the firm to increase export
performance in the next three years
8. 3 6 Strengths perceived in Firm II ° 319
8.3.7 Weaknesses perceived in Firm II 319
8.4 Case 3: The fully integrated firm dealing with woven and 320
' knitted outwear (Delhi) Firm IIT
8.4.1  The general profile of Firm III 320
8.4.2  The reason for selecting Firm III 320
8.4.3  How the firm views the environment in which it 321
: operates ‘ ' ‘
8.4.4  The key success factors attributed by the firm for the 321
: current level of export performance
8.4.5 Recent initiatives undertaken by the firm and new 323
' initiatives planned by the firm to increase export
performance in the next three years.
8.4.6 Strengths perceived in Firm III 324
8.4.7 Weaknesses perceived in Firm III 324
8.5 Case4: The fully integrated firm dealing with Knitted Apparel 325
. (Tirupur) Firm IV ‘ 3
8.5.1 The general profile of Firm IV 325
8.5.2 The reason for selecting Firm [V 326
8.5.3 How the firm views the environment in which it 326
~_ operates
8.5.4 The key success factors attributed by the firm for the 327
-‘ current level of export performance
8.5.5 Recent initiatives undertaken by the firm and new 328
initiatives planned by the firm to increase export
performance in the next three years. -
8.5.6  Strengths percéived in Firm IV 329
8.5.7 Weaknesses perceived in Firm IV 331
8.6 CASE 5: The Socially Accountable Firm (Chennai) Firm V 332
"~ 8.6.1 The general profile of Firm V 332
8.6.2 The reason for selecting Firm V 332
8.6.3 How the firm views the environment in which it 333
operates
8.6.4 The key success factors attributed by the firm for 334




the current level of export performance

8.6.5 Recent initiatives undertaken by the firm and new 334
initiatives planned by the firm to increase export
performance in the next three years.

8.6.6 Strengths perceived in Firm V 335

8.6.7 Weaknesses perceived in Firm V 336

8.7 CASE 6: The Quality Conscious Firm (Gurgaon) Firm VI 336

8.7.1 The general profile of Firm VI 336

8.7.2 The reason for selecting Firm VI 338

8.7.3 How the firm views the environment in which it 338

operates

8.7.4 The key success factors attributed by the firm for the | 339

current level of export performance

8.7.5 Recent initiatives undertaken by the firm and new 341

initiatives planned by the firm to increase export
performance in the next three years

8.7.6 Strengths perceived in Firm VI 342

8.7.7 Weaknesses perceived in Firm VI 342

8.8 Conclusion 343

CHAPTER IX SUMMARY ND CONCLUSIONS

9.1 Introduction 353
9.2 Research Objectives and Methodology Followed in the 357
Study
9.3 Major Findings Regarding International Business 360
Environment '
9.3.1 The quota phase out will benefit a majority of the 360
top apparel firms in the country by increasing
export volume.
9.3.2 Non-Tariff Barriers will not affect top firms 361
9.3.3 Both Price and Non-Price factors will be important | 362
for international sourcing decisions
9.3.4 The impact of Intra-regional trade between blocs 362
may adversely affect Indian exports in future
9.3.5 China’s dominance in apparel trade is more a 363
concern for firms exporting knitted apparel than
for firms exporting woven apparel
9.4 Main Findings Regarding Domestic Business Environment | 364

X1




9.4.1  New Textile Policy and other policy related issues | 364
9.4.2  Sophistication of the Domestic market 366
9.4.3 : Infrastructure 366
9.4.4 Interest Costs 367
9.4.5 Labour 368
9.4.6 Inter-firm coalitions 369
9.5 Major Flndmgs Regarding Firm Level Capablhtles 369
9.5.1 - Cost Competitiveness 369
9.5.2 Brand Development 370
- 9.5.3°  Product focus 371
9.5.4 Market focus 371
9.5.5 Scale of Operations 372
- 9.5.6  Quick Response 372
9.5.7.  Cluster Dynamics 372
9.5.8 Core Competence 373
9.5.9° Customer Orientation 373
9.5.10 Productivity - 374
9.6 Relative Importance of the International Business 374
Environment, Domestic Business Environment and Firm
Level Capabilities on the Export Performance of an
Apparel Firm
9.7 Determinants of Export Growth and Profit Growth 375
9.8 Main Competition for Indian Firms 376
9.9  Projection of World Imports for Apparel and India’s 377
Exports for Apparel in 2010 .
9.10 Implications of this Study 378
9.11 Recommendations for Policy Makers 380
9.12 Recommendations for Managers of Firms 383
9.13 Contribution of this Study to Research 385
9.14  Limitations of this Study and Scope for Further Research | 387
REFERENCES 389
CURRICULUM VITAE 401
LIST OF PUBLICATIONS EMENATING FROM THE 403

RESEARCH

xii




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17

