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Abstract

India traversed from a controlled economy till 1990 into a liberalized one since then.
This big change attracted many foreign firms and MNCs into the Indian market and forced
the domestic players to adopt strategies to guard their arena. Acquiring customers and
access the markets which constitute future profitable growth from anywhere on the globe calls
for enhancing competitiveness. Quality workforce, technology, pro-business environment are
three basic aspects of the competitive strategy. A major precondition for competitiveness
enhancement is the availability of skilled labour. Skills can be developed only through a
commitment. We have all witnessed that rapid growth of the Newly Industrialising Economies
(or NIEs), such as South Korea and Taiwan, which were supported by the availability of skilled
and highly educated workforce. As Michael Porter suggests choosing a unique and valuable
position rooted in systems of activities that are much more difficult to match would be
essentially a strategy which can help in building up a sustainable competitive advantage.
Indian companies with a vision, competency, total commitment, a change in mindset and a
sense of urgency to face the competition in the years ahead will help them, their industry, and
together the nation to build competency and continuous learning to result in
innovativeness to sustain the pressure of the growing global competition.

Introduction
“It is not the strongest species that survive, nor the most intelligent, but the ones who are most
responsive to change - Charles Darwin

Strategies for enhancing competitiveness for India has become the need of the hour. Our
country experienced controlled economy till 1990 and then a liberalized one. Lowering
the tariff barriers ( refer to appendix Table 1) in the domestic market has unleashed the
growing competition. Government on removing the quantitative restriction on the imports has
added pressure to the domestic companies. This big change led to a many overseas
players get attracted to the Indian market This situation forced the domestic market to
become competitive to earn sufficient foreign exchange to pay off our import requirements.
The domestic players adopted strategies to guard their arena. Business houses have
greater opportunities and at the same time face larger challenge to avail it.

The first world countries like America and Japan tackled the situation strategically.
The services in the American economy went up after 1970. Lower cost of more competitive,
and productive skilled or unskilled labour outside America caused to outsource the
manufacturing activities. Focus on quality and excellence in manufacturing gave an edge to
the Japanese to hold on their own, without their own physical resources, to emerge as an
economic superpower .

When we examine the issues of India meeting the challenge of global competition it is
the individual firms that matter. Managers have to check the stock of the domestic
market strategies if the same would work for the extended global market. In the global
village companies have to cater to newer and larger customers. To create the best value

*Institute of Management Studies & Research, Mumbai



ML '?“\;
<
for their customers business has to leverage global supply chain, suppliers, partners and
locations. The challenge to acquire customers and access the markets which constitute future
profitable growth from anywhere in the globe calls for enhancing competitiveness. Strategist
are driven to formulate strategies to accessing material, financial and human resources from
the best and most competitive parts of the globe.

Managers have to improve on all fronts like productivity, quality and speed in today's
dynamic markets and technologies. Are the tools such as TQM, benchmarking and reengineering
enough to sustain competition? As much the managers push to improve on all fronts they
move further away from viable competitive positions. Michael Porter argues that though
operational effectiveness is necessary for best performance, is not sufficient, as techniques are
easy to imitate. Hence choosing a unique and valuable position rooted in systems of activities
that are much more difficult to match would be essentially a strategy which can help in
building up a sustainable competitive advantage.

Basically there are three aspects of the competitive strategy. First is quality workforce,
second is technology, and third is pro-business environment. A major precondition for
competitiveness enhancement is the availability of skilled labour. Skills can be developed only
through a commitment. We have all witnessed that rapid growth of the Newly Industrialising
Economies (or NIEs), such as South Korea and Taiwan, which were supported by the availability
of skilled and highly educated workforce.

Strategy for Enhancing Competititveness

Firms need strategy to sustain and grow profitability, revenues, market share and most
importantly-acceptance. Standalone strategies are not enough. Competitive strategy is concerned
with how a company competes in a particular business and gains a competitive advantage
through a distinctive way of competing. Business firms need to consider the overall strategy if a
company diversifies. It is concerned with the mix of businesses the company should compete in,
and the ways in which strategies of individual units should be coordinated and integrated.
Competition is at the core of the success or failure of firms. Competition determines the
appropriateness of a firm's activities that can contribute to its performance, such as innovations, a
cohesive culture and good implementation. Competitive strategy helps to search for a favorable
competitive position in an industry, aims to establish a profitable and sustainable position against
the forces that determine industry competition. The ability of a company to capture the
opportunity that an industry gives depends on its core competency.

Learning

In a Learning Organisation people continually expand their capacity to create the results they
want, new and unrestrained patterns of thinking are nurtured, collective ambition is set free,
people are continually learning how to learn together.

Organizations cannot learn until their members begin to learn. The building of a learning
organization requires five core discipline. First - individual learning, continually clarifying and
deepening the individual’s personal vision, focusing his or her energies, developing patience and
seeing reality objectively. Second conceptual models, determines how one thinks and acts. Third
is team learning is vital because teams, not individuals, are the fundamental learning units in
modern organizations. “Unless teams can learn, the organization cannot learn.” Fourth a shared
vision begins with an individual vision, and an individual vision is tacit knowledge that a person
holds as a truth. Hence the organizational vision should not only be created by the leader but
a goal which must be created through interaction with the individuals in the enterprise or
organization. Fifth is systems thinking which is a conceptual framework, a body of knowledge
and tools that has been developed contrasted against linear and mechanical thinking where the
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primacy of the whole is acknowledged.( Umayma Yamut Nasser Escwa: June 2002). All these
skills can be developed only through a commitment.

Organizations that truly excel will be the ones that discover how to tap people’s
commitment and capacity to learn at all levels in the enterprise/organization. Human resources are
at the heart of the enterprise’s competitive advantage. While most organizations have access to
virtually the same information and technology, it is the people within those organizations and
their interaction who make the real difference.

Only an enterprise/organization with a commitment to learning can attract and retain the
talent it needs in order to thrive in a rapidly changing world. Learning leads to new knowledge,
and entrepreneurs of various kinds use that knowledge to formulate innovative ideas and projects.
Thus the long-term ability to remain competitive and create wealth and employment as
inseparable goals can be achieved only by companies as learning organizations. A learning-region
approach to economic development, provides a dynamic basis for innovation and creativity,
which are the hallmark of economic sustainability in the post-industrial economy.

1ML

Innovation

Innovations are learning results. The constant changing conditions of the international markets,
forces the stiff competition that firms and nations have to face. As a result, Innovation is
becoming an important instrument for coping with the evolving new international environment.
Innovation is the key to competitive advantage and an important driving force for growth, both
for individual firms and for the national economy. The ability to learn and readiness to change
are the essential ingredient for successful innovation.

An achieving enterprise is one that is capable of enhancing its business performance and
growth by continuously increasing its competitiveness. A firm’s ability to innovate directly
affects its competitiveness and performance . In other words in the absence of innovation, a firm
is unlikely to attain positive results. Thus Innovation Is essentially the successful commercial
exploitation of new ideas .

Diffusion of Innovation is the way innovation spreads in the market, without it,
innovation cannot have an economic impact, and will not benefit the economy at large. It helps
to spread new products, services and new techniques. It also helps improve productivity and
standards of living of the economy. The firm’s surrounding environment, affects its innovative
capacity and performance.

Technology

Technology Advances have expanded production potential, product range variety, and
increased outward expansion opportunities. It helped lower the cost and risk levels thus
reducing the manufacturing capital requirements. Scheduling flexible production systems
provides smaller production runs which uses just in time inventory which takes care not
to carry excess inventory. Manufacturers can now have expanded range and variety of
product of improved quality. Manufacturing industries in the developed countries are shifting
from mass production of standardized goods to production of specialized goods, narrowly
skilled workers to more versatile labourers, unvarying high-volume technology to flexible
intelligent machinery.

Survival in a dynamic environments entails the capacity to learn. The pace at which
organizations learn may in the future become the only source of a sustainable competitive
advantage. The rapid pace of development in Information Technology has created new
business opportunities especially to Small Units.

Coming Together
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“View business organizations as ‘organisms’ not ‘mechanisms’ . Tighten the loose end
of the business network of suppliers, distributors, outsourcing firms, service providers,
technology providers, government organizations, venture capital firms, media, allied industries
and a host of others more than the traditional value chain of customers and suppliers
Characterized by participants that depend on each other for sustenance and survival. When small
fish is swallowed it does not exist any more but when a drop of water mixes with similar
other drop the bigger drop is more concentrated and strong .

Firms should help build the health of the overall ecosystem that they operate in to
enhance internal capabilities, since members of a network share a common fate. Competitions
will exits between ecosystems and not individual firms.

Clusters as a source of competitive advantage —

Clusters are industrial development block or competence block or industrial agglomeration of
producers, customers and competitors that promotes efficiency, increases, specialization and is
a source of competitive advantage. Dense connections are established between firms and
industries through flows of knowledge, goods and services. Different levels of clusters exists
— national (mega) clusters, e.g. Forest industry clusters, regional clusters, national, cross-border
and local clusters .

Clusters matter for the below reasons :

* Rivalry — Ongoing performance comparisons between firms from the same industry
improves productivity and innovation.

Detailed labor division makes positive specialization effects possible.

There are a lot of positive externalities between firms like information spill overs.
— Access to specific knowledge and information
— Rapid diffusion of best practices

» There are synergies between firms as well as readymade infrastructure to start new
businesses.

* Along with higher world market shares, firms can utilise scale effect of R&D,
production, marketing etc.

For economic development responsibilities have to be shifted.

OLD POLICIES NEW CLUSTER-BASED POLICIES
Government drives economic Economic development is a
development through policy collaborative process involving
decisions and incentives government at  multiple levels,

*Subsidies companies, education and research
eTax relief institutions, and institutions  for
*Protectionism collaboration

*Enhance competition

*Act where the market fails
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Policies are required to enhance creation of new Clusters . The preconditions for a
Cluster’s Emergence it takes

Time

Critical Mass

Entrepreneur and dedicated people
Demanding International Customer
Rivalry and cooperation

Advanced Supplier

Flexible Organisation and Management
Continuous Knowledge Development
National Pride

CoNoO~WNE

Key Indian capital control policies for strengthening the cluster formation to enhance its
competitiveness. The surge in Indian M&A has not occurred within a vacuum. A combination of
economic, political and institutional factors have created a more conducive

environment for overseas acquisitions.

1999

Foreign Exchange
Management Act: egulating
foreign exchange
transactions

including foreign investment
Indian companies allowed
US$15 million in overseas

2002

Competition Act: Law to
ensure free and fair
competition in market
Annual limit of overseas
investment raised to US$100
million (up from US$50
million) Indian companies in
Special Economic Zones can
make overseas investment
without the restriction of
US$100 million

2004 2006
Indian companies can invest Increased liberalisation
up to 100 percent of their net expected
worth even if the investment

exceeds the previous

US$100 million ceiling

Indian companies can invest

or acquire abroad in areas

unrelated to their business

at home. Can be overseas

joint ventures or wholly

owned subsidiaries

2001

Professional services
companies and registered
partnership firms allowed to
make overseas investments
Companies can make
overseas investment up to
US$50 million under
automatic route

2003

Indian companies allowed to
invest up to 100 percent of
net worth in a foreign entity
(up to US$100 million),
through the automatic route
Indian companies may
purchase foreign exchange
up

to 100 percent of their net
worth as of the date of their
last audited balance sheet

2005

Special Economic Zones
(SEZs) Act: Provides for
establishment, development
and management of SEZs
to promote exports Indian
companies are allowed to
fund foreign direct
investment using external
commercial borrowing

Source: International Monetary Fund Annual Reports on Exchange Arrangements and Exchange
Restrictions, 1996-2005

Enhancing productivity through product and service innovations remains the key strategy.
Clusters are important to stay competitive and create value in todays global digital economy.
Emphasis to new elements within clusters and clustering are services, (high value-added) related
industries and managing networking among them. Asia and emerging markets are the major
challengers. Clustering will help ecosystems to move from pioneering to expansion to
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authority to renewal . It will help to invest outside as well as inside. Cooperate intensely with
your most fierce competitors. It will help to decide on strategy at a network level where
this cluster can be a Keystone Organization, a Dominator or a Niche player .

1ML

Industry

Industry on their own cannot contribute to grow in literacy. The sources of competitive
advantage for India’s IT industry are the availability of large English-speaking educated
work force and the time difference between India the software sevice provider and the US
and Europe the service recipient. India’s English speaking labour pool with a strong
guantitative aptitude provide an early advantage in learning and reproducing programming
languages that are written in English. (Shushant Mohapatra:May 2003) . Competitive strategy
must grow out of a sophisticated understanding of the rules of competition that determine an
industry's attractiveness.

1. Competitive advantage grows fundamentally out of value a firm is able to create for its
buyers that exceeds the firm's cost of creating it.

2. Value is what buyers are willing to pay, and superior value stems from offering lower
prices than competitors for equivalent benefits or providing unique benefits that more
than offset a higher price.

The two basic types of competitive advantage cost leadership and differentiation can be used.
Competitive advantage in one industry can be strongly enhanced by interrelationships with
business units competing in related industries, if these interrelationships can actually be achieved.
Interrelationships among business units are the principal means by which a diversified firm
creates value, and thus provide the underpinnings for corporate strategy. Michael E. Porter(1998)
describes how interrelationships among business units can be identified and translated into a
corporate strategy, as well as how interrelationships can be achieved in practice despite the
organizational impediment to doing so that are present in many diversified firms.

Industry must cope with and, ideally, change those rules in the firm's favour. In any
industry, whether it is domestic or international or produces a product or a service, the rules of
competition are embodied in five competitive forces: the entry of new competitors, the threat of
substitutes, the bargaining power of buyers, the bargaining power of suppliers, and the rivalry
among the existing competitors. The collective strength of these five competitive forces can be
derived by the network created which collectively can become the ability of firms in an
industry to earn, on average, rates of return on investment in excess of the cost of capital.

The presence in an economy of a number of innovative, strongly performing firms will
act as aseed for the creation of a virtuous circle at the macroeconomic level. Culture plays a
key role in the development of a firms capacity to innovate. The cultural dimension of innovation
relates to family values educational philosophy, curriculum, Governance concept and practices.
Innovative firms of every Industry are characterized by such good performance that they are
capable eventually of :

(a)Creating an enabling economic environment
(b) Stimulating recovery of depressed economy.

University-Industry Relationship

Government should make University — Industry Law to increase university industry
cooperation with regard to research and technology development activities, The existing project
collaborations between academicians and companies are important and for this grant allocations
to the management companies from the national budget be allowed.
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Universities needs to change their attitude towards joint projects and must develop

innovative alternatives. Example: Integrated national and international projects, where several

universities, private companies and public bodies are encouraged to form project groups.
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Research & Development
Simultaneous and synchronous actions are needed at all levels in:

1. Creation of a market for innovative products and services includes demanding markets and
public policy to play a significant role in e.g. eHealth, Pharmaceuticals, Energy,
Environment, Security , Electronic Entertainment and Content, Transport and Logistics.

2. Providing sufficient resources for R&D and innovation maximising leveraging effect through
Supporting excellence generously, Smart use of R&D grants and fiscal incentives, Tapping
the potential of philanthropy, Enhancing science-industry collaboration, Increasing the
productivity of R&D, directing funds into research and innovation.

3. Improving the structural mobility calls for mobility of human resources, improve science-
industry-government mobility, financial mobility, Strengthening VC market Organisational
mobility, Technology platforms show the way, Clusters and regional agglomerations.

4. Building positive attitudes and culture towards entrepreneurship and risk taking.
5. Globally competitive intellectual property right system.

Putting R&D and innovation as a pillar of strategy is correct, but accelerating the transition from
resource based society to a knowledge-based society requires mobilisation of a broad range of
actions beyond R&D and innovation.

Increase Local Industry Competitiveness

In accordance with the objectives enshrined in the project "Strategies and Preparedness on Trade
and Globalisation in India for Textiles and Clothing Sector", the Textiles Committee as a Tier-I
partner has organised inception workshops at various textile clusters of the country to sensitise
the industry on the nuances of the globalisation and to seek their support for taking ahead the
capacity building effort of the Ministry of Commerce and Industry of the Government of India,
the United Nations Conference on Trade and Development UNCTAD) and Ministry of Textiles,
Government of India.

The industry and the trading community, by and large, are not aware of the emerging
trade issues under WTO. As a result, there is a stumbling block in reaping opportunities under
the WTO rules and regulations. Expansion of the domestic market by developing our internal
competitiveness by way of technology, infrastructure, supply chain management, adopting good
manufacturing practices, enhancing distribution channels, dissemination  of information,
analysis of competitors strategy, understanding the pulse of the consumers, supporting the
niche products and niche market are absent in the decentralised and fragmented textile
industry.

The Mundra SEZ constructed by Central & State Govt. would provide integrated
infrastructure encompassing all infrastructure to business, living, learning as well as recreation
facilities so as to make sufficient facilities for catering the need of the export houses. With the
existing facilities and planned developments, the SEZ is really and truly poised at the threshold
to take a giant lift of port infrastructure and service provider and can take the country to
international port infrastructure.
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The major benefits to the cluster would be:

e The product competes in high quality/high price market segments.

e SME could rely on the supply of high quality inputs from inside the region.

e Easy access to spacialised suppliers, services and human resources from India or rest of

the world.

e The inputs to units in SEZ from India (Domestic tariff area) will be considered as export
to the units of India. So, cost to Mundra SEZ units will be much less than its cost to
other clusters in India. The exports by SEZ units to India will be cheaper as product ion
cost will be less in Mundra SEZ.

Information flow .

Flexibility and fast change reaction due to extreme specialization.
Facilitates faster innovation adoption

Lower logistic cost of time, freight and insurance

Availability of cheap power and water

Availability of trained labour in Kutch region CEPT & other facilities.

In view of the globalisation of the trade, the Special Economic Zone (SEZ) will play a crucial role
in coming year for accelerating the economic growth through export in coming time. Hence
Textile &Clothing fraternity should avail the facilities offered for strengthening the sector
(Source:SEZINDIA nic.in)

The country’s textile exports has registered a phenomenal growth in market share in the US and
European Union.( refer to Annexure Table:3, Table:4 ) Apart from India, only China succeeded
in these markets during the last year. The Indian textile industry's share in the American market,
the Minister said, has increased by 26 percent. In the EU, it recorded a 20 percent growth.
(Source: Business Lines, 16.02.2006).

US Imports in textile and clothing from India & China refer Annexure Table 2.

It has been proved that cluster based intervention is the appropriate framework to assist the Small
and Medium Enterprises (SMES) in improving their competitiveness in the textile sector. As a
step towards the cluster development activities, allocation of an amount of Rs. 50 crores has been
made in the budget for developing 100 clusters.(Source : Krishna Kumar Nair; Field officer :
Textiles Committee, Mumbai)

Textile Centre Infrastructure Development Scheme (TCIDS), Hi-tech weaving parks etc.
and several state governments and other bodies have adopted cluster based development
approach for the development of the industrial clusters. The Scheme for Integrated Textile Parks
(SITP) was launched in 2005 and 7 parks has been completed so far and 10 parks have been
identified for development. In the present budget, Rs.189 crores has been allocated for integrated
textile parks. In order to lend a helping hand to the handloom sector, the budget enhanced
interest subsidy on term loans from Rs.200 to Rs.240 crores and introduced a
novel scheme similar to the TUFS at an allocation of Rs. 241 crores.

The additional allocation of Rs.535 crore to the Rs. 250 billion Technology
Upgradation Fund Scheme (TUFS) ( refer to Appendix Table:5 ) is to help the industry to
increase capacities at a lower finance cost In view of the large employment generation and the
export earnings, the government has assured its commitment to nurture the textile industry,
which is dominated by the decentralised sector to prepare for the postquota regime.

Right from textile manufacturing to garment production units to Indian retailers acquiring the
international award clearly portrays the growth of the Indian Textile Industry and their
sustainability strategies adoption.
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National Economic Growth

It is inevitable for countries of the world who wish to compete in the global market has a
key role to play in ensuring productive, efficient, innovative and responsive markets. Competitive
forces drive firms to innovate, to develop more efficient production, processes and to adjust their
products in response to changing consumer demand. Policies to stimulate competition are a key
driver for improving the micro and macroeconomic performance of an economy.

To ensure consumers availability of ‘goods’ and ‘services’ of acceptable quality as much
demanded at an affordable price, production quality equilibrium is vital. This important
aspect forces the country for competitive law. Countries having a Modern Competition Law
has risen from 35 in 1995 to around 100 as on date (Competition Law & Policy: University
Grants Commission - http://www.ugc.ac.in/policy/comlow.html ).

In line with the international trend and to cope with changing realities, India has reviewed
the Monopolies and Restrictive Trade Practices Act, 1969 and has enacted the Competition Act,
2002 (the Act) with many innovative features w.e.f.14.1.03. In exercise of the power conferred
under Section 7(1) of the Competition Act, 2002, the Central Government has established the
Competition Commission of India (CCI) with effect from 14th October, 2003. Individuals can
access the details regarding Commission's jurisdiction, powers and its present activities from the
CCI website.

The CCI imparts training on competition issues, competition advocacy, and creating
awareness. In order to create awareness and to build strong competition culture of competition
law and competition issues, CCI has already taken up the matter with over 144 universities and
several professional and management institutes to incorporate the Competition Act as a part of
curriculum in various graduate and post graduate courses at the schools of management/ law and
other relevant institutes. This would also enable the students to take up professional practice in
the field of competition law and policy.

The Commission has also set up Competition Commission Advisory Committee on
Academic Curriculum and has also evolved a model course curriculum.(www.competition-
commission-india.nic.in)

A committee was constituted by the Indian Government in 1999 to examine MRTP Act, 1969
for curbing monopolies to promoting competition and to suggest a modern competition law in
line with international developments to suit Indian conditions. As a sequel to the Report of the
Committee, the Competition Act, 2002 was enacted and notified in January, 2003.

The Competition Act 2002 provides for establishment of a Commission to prevent practices
having adverse effect on competition etc. The duties of the commission are :

e To eliminate practices having adverse effect on competition

e To promote and sustain competition

e To protect interests of consumers, etc.

Achieving innovation is in part responsible for economic growth. Active Manufacturing SMEs in
terms of innovation were most likely to create jobs. Innovative SMEs are more competitive, and
the growth of innovative firms makes the local economy more competitive, generating external
revenue from sales outside the region, creating jobs and helping to upgrade the skills level of the
population.

Any country value Small and Medium Enterprises (SMEs) for several reasons. One
for their potential to create employment and to generate foreign currencies through export,
and their potential to grow into larger enterprises (LESs). The rapid growth of wide area networks
(WAN) in recent years has opened up a new avenue for SMEs to market products and services
and disseminate information about them to potential customers. The SMEs that will survive in the
digital age will need to rethink new ways of creating value and will require new architectures. E-
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Business can be seen as a means to implement competitive strategies in startup companies, small
businesses and large corporations ( Applegate, Holsapple, Kalakota, Radermacher and Whinston,
1996). For example, it aids a company to increase cash flows, enhance customer relations and
decrease inventory.

SMEs  should consider that discontinuities might quickly change some core
competencies into core rigidities and need to be developed rapidly to take advantage of new
opportunities (Prahalad, 1998). These enterprises are also important as domestic producers of
cheap import substitution consumer goods especially for low-income groups, and as supporting
industries producing components, tools, and spare parts for LEs. Moreover, when economic
crisis hit the country the SMEs were found to have been weathering the crisis better than LEs,
because their greater flexibility allowed them to adjust production processes during the crisis,
although many had been hit hard too. Many argue that being less reliant on formal markets and
formal credit, SME are able to respond more better. Eg: The Asian Crisis of 1997.

Financials of SMEs play a major role in their performance, outlook and
creditworthiness. The contribution of the promoter-entrepreneur in the success of SMEs,
distinguishes SMEs from the large corporates irrespective of industry performance. SMEs
perform well or bad due to the contribution of the man running the show. However, the biggest
challenge with most of the SMEs is to create a strong second line and management backup
system, especially in case of single-promoter-driven enterprise. The SMEs can derive from
SME Rating Agency (SMERA) rating its strengths that could be highlight in its rating reports.
With the help of such report companies have also successfully tapped the capital market for
raising resources says Mr. Rajesh Dubey , CEO - SMERA.

1ML

Fostering an_innovation-friendly environment in the county will manure a healthy sustainable
competitive Industry for a prosperous emerging nation .

All India Association of Industries (AIAI) , an apex industry association established in the year
1956 by a team of dedicated businesspersons with the primary task of fostering sustained
industrial development in the country. AlAl's primary goal has been to serve the many needs of
India's industrial and business communities. The opening up the economy has resulted into
dynamic growth and greater competitiveness of corporate India. Thus, AlAl's chief mission is to
foster a free, healthy and competitive business environment in India. AIlAIl has set up specific
Councils to understand the impact of globalization & liberalization on respective sector/segment
of industry and make valuable suggestions to the concerned authorities.

AlAI actively promotes and fosters interests of industrial and business houses through
seminars and workshops at the state and national levels. These events are aimed at promoting
trade, investment, technological advancement, manpower development and business
opportunities in India. Through these events, it addresses problems pertaining to industry and
trade on specific subjects. It represents and constantly endeavors to promote large, medium and
small-scale industries involved in almost all major manufacturing fields including engineering,
cotton, textiles, rayon, chemicals, pharmaceuticals, metals, rubber, sugar, plastics, paper and
many other sectors. (http://www.aiaionline.org/About.html)

Governments be called upon to develop new policies that promote an innovative culture and a
learning environment. They need to develop new policies that help to build the innovational
capacity of SMEs, giving particular attention to the capacity of women entrepreneurs. At the
regional level, Governments and private sector representatives need to combine their efforts in
order to enhance the capacity of SMEs for innovation and promote an environment that
encourages innovation , devise national strategies for innovation and establish mechanism to
implement them. Regional and international organizations and donors be called upon to extend
technical assistance and support to the countries of the region.
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Conclusion

There should be total commitment, a change in mindset and a sense of urgency to face the
competition in the years ahead. An organizational culture , strong performing innovative
firms whose each cycle expand the performance capability thus building a performing
economy enabling environment for good performance. Indian companies have to combining
vision and competency to sustain in the global competition where productivity is decisive to
competitiveness.
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Appendix:

Table 1: Average Applied (MFN) rates of the Indian Industry 1993-94 to 2001-02
1 At 6-digit level 4

Year Simple average tariff rate | Import weighted | Peak tariff
tariff rates rates
1993-94 83.72 85
1994-95 55.83 65
1995-96 51.75 46.96 50
1996-97 40.39 35.89 42
1997-98 35.44 31.41 45
1998-99 35.91 28.31 45
1999-00 36.49 30.41 44
200001 34.08 29.36 38.5
2001-02 30.82 27.09 35
2004-05 n.a. n.a. 20
Source : Mehta (2003)
Table 2:
Us Impnrl from China CT & CJ in Vatue Terms

Name of Share % Up ta Sepe.2005

(e 2003 2004 Increase % % Share % Increase
Value 15 | 17.2 24.3 15.2 58.06

China  y tume | 16 | 177 17.9 25.8 57.8

Lo Value 43 | 46 13.4 5.3 25.3
Volume | 5.1 5.3 10.4 5.8 18.6

(Source: OTEXA)
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India Competing with Leading Exporters of Textile

Table 3:

S. | Counries Vatue (US § Annuat Percentage changes

Ne. Bittion) 2004 2000 2002 2003, 2004s
1 | EU2S 71.29 6 3 14 10
2 | China 3343 20 22 3l 2
3 | HongKons 14.30 2 2 5 9
1 | usa 11.99 2 2 2 10
5 | Soucn Kores 1084 4 0 2 1
6 | Taiwan 10.04 4 4 2 8
T | Japan 7.14 0 3 T 11
8 | Lnaia 6.85 6 12 14 ola

Table 4:  India Competing with Leading Exporters of Clothing

Se. | Countries Vatue (US § Annuat Percentage changes

No. Bittion) 2004 2000 2002 2003 20045
1 | EUZS 7492 9 b 18 9
2 | China 61.86 14 13 26 19
3 | HongKong 25.10 ! 4 3 8
4| Turkoy 1119 14 2 24 12
5 | Moxtco 720 4 3 5 2
6 | lngia 6.67 7 10 10 ala
T | USA 5.06 12 14 3 9

(a = average b= over previous year Source : WTO )

Table: 5 Disbursment of TUFS as on 31.3.2005
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S Indu!try Sogmont Disbursod amount Porl:ont:lgu
No. (Re. In Croros)
1 | Spinning 2132.85 30.66
" T —— 1670.48 24.02
3 | Processing or Finees, Yarn, Fanrics, 1021.74 14.80
Garmants & made-ups
4 | Woaving 595.81 8.57
5 | Kouting 104.99 5.82
6 | Garment Manurscturing 312.20 1.49
-G [T S 360.09 5.31
Crlmplng &Twunng
8 | Fabric Embrotacry 156.86 2.26
9 | Made-up manuracturing 83.43 1.20
10_| Inacpondent Woaving Praparatoratory 20.22 042
T [T 33.77 0.49
12_| Cotion Ginning & Prossing 30.30 0.57
13 | Non-Wovens 11.01 0.16
14 | Tecnnicas Toxtites 40.45 0.58
15 | Sitx Rocting & Twisting 26.74 0.38
16 | Wooi Scouring & Combing 2.12 0.03
17 | Maauracturo or Viscoss Fitament yaen 10.99 0.20
18 | Otnors 5.76 0.08
Totar 6955.81 100.00
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Source :Implications of Union Budget 2006-07 on Textile Sector: S. Krishnakumar
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