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Executive Summary
Textile Garments Sector
Total global imports of the textile garments sector are valued at USD 403 billion, showing a
continuous increase after facing a dip in the year 2009. Likewise, the total global exports of textile
garments are valued at USD 464.59 billion. Bangladesh is the emerging exporter in this sector and its
textile exports are continuously rising with high growth rate. Japan is the 3rd largest importer of
textile garments in the world that imported USD 33.77 billion in year 2012.
The textile sector is considered as the backbone of Pakistan’s economy. Pakistan is the
fourth largest cotton producer of the world with the third largest spinning capacity in Asia. Pakistan’s
textile sector represents about 8% of the country’s GDP. The sector plays an important role in the
country’s economy, providing employment opportunities to both skilled and unskilled labor. The
industry constitutes about 46% of the overall manufacturing sector of Pakistan, providing
employment to about 38% of the sector’s labor force. In the fiscal year 2012-13 alone, the textile
industry’s contribution to the total exports of the country was close to 60%.
The spinning sector of the textile industry consists of 521 textile units (50 composite units
and 471 spinning units), with an installed capacity of about 9.99 million spindles and 116,000 rotors.
In addition, the weaving sector’s participation in total textile exports has increased to 20% during
2012, up from 9% of the previous fiscal year. The made-up textiles sector is the most dynamic
segment of the textile industry; the value added to final products in this segment provides
handsome revenues to the industry. Moreover, the hosiery and knitwear sector has remarkable
export potential, but has remained under pressure in the face of stiff competition. The garments
sector has been showing above-par export performance in the past; this sector adds the highest
value to the textile industry of Pakistan. A huge chunk of the towel sector has been upgraded in
recent years, following which the industry has acquired a decent share in the export basket of the
textile industry. The canvas sector is a relatively low value-added segment with high export
potential.
At present, Pakistan’s textile industry is facing numerous challenges along domestic and
international fronts. Some of these issues include rising costs of production, the deteriorating law
and order situation of the country, marketing inefficiencies, lack of skilled human capital, the
imposition of heavy duties, and the dearth of research and development efforts, among others.
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The suggestions and policy recommendations presented to overcome these challenges
include the signing of FTAs with other countries; the establishment of Reconstruction Opportunity
Zones (ROZs) with the United States; the establishment of warehouses and display centers; the
provision of maximum credit facilities; the adoption of modern crop harvest technologies and cotton
standardization techniques; the establishment of SMEs, labor-intensive industries and industrial
cities and zones; the provision of an uninterrupted supply of energy; and other countervailing
measures of which the list goes on.
Japan’s textile industry has been trying to operate in an integrated global environment and
to survive as a global industry, playing a leading role in the reconstruction process. While
restructuring industrial bases, the textile industry of Japan has to deal with sophisticated materials,
new trends in fashion, and global environmental issues by the use of modern technology, high
sensitivity and proactive efforts to promote values throughout the world. The Japanese apparel
industry is also committed to the development of high value-added products, crafts, and designs
within the country. Japan depends heavily on China for its low labor costs and fast delivery times;
however, the only disadvantage is that of the huge costs of transportation. In order to reduce these
costs, Japanese clothing companies have recently ventured into other parts of Southeast Asia (such
as Thailand, Vietnam and Burma) to initiate production efforts, and set up production bases and
subsidiaries in these countries.
Pakistan’s textile exports to Japan have been suffering due to the absence of a bilateral
trade agreement between the two countries, problems of NTBs, issues related to the transportation
of goods, lack of cultural festivals, meager R&D measures, the substandard quality of Pakistani
products, and the overall damaged reputation of Pakistan as a nation. To bridge these gaps, there is
a need to develop linkages between the fashion design schools of Japan and Pakistan, and to
facilitate interactions between Japanese buying houses and the textile industry of Pakistan.
Moreover, the focus on improving the quality of the production of textiles needs to be enhanced
(specifically in the garments sector, where value addition, improved branding activities, and the
organization of fashion shows and exhibitions, are required to boost exports).
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Leather Sector
Based on a renewable and readily available resource, leather and its products are considered
among most highly-traded products of the world. The total annual worth of international trade of
leather and its products exceeds USD 80 billion; this value is forecasted to grow exponentially, owing
to the expected increase in population and urbanization in developing countries. The production and
supply of leather and its products is gradually shifting from industrialized to developing and
emerging economies, with the latter becoming major players in international trade.
The leather sector is one of the most important and vibrant industrial divisions of Pakistan.
The segment encompasses a vast number of small and large units, with more than 800 tanneries in
operation 1. The textiles and clothing segment occupies the largest share of the manufacturing sector
of Pakistan. Adjacent to this segment, Pakistan’s economy is also reliant on the export of traditional
agro-based products such as rice, and manufactured products such as leather goods. The leather
segment is thus, the third most dynamic segment of Pakistan.
The leather sector of Pakistan is a vital source of job-creation, since most of the work
involved is labour-intensive in nature. Furthermore, Pakistan is endowed with an abundant source of
cheap labour, from which the leather industry directly employs close to 500,000 people. The
downside of the industry being so heavily dependent on manual labour is that there is an evident
lack of the technological modernization required to boost the production capacity of the sector.
In Pakistan, the leather sector encompasses a large number of small and large units. As of
now more than 800 tanneries are operating in Pakistan. Pakistan ranks number thirteen among the
top leather exporting countries of the world. In 2008, the export of leather from Pakistan was in
good shape; however, the growth trend turned negative in the years that followed.
Pakistan’s leather industry is clustered in the cities of Karachi, Hyderabad, Lahore, Multan,
Kasur, Faisalabad, Gujranwala, Sialkot, Sahiwal, Sheikhupura and Peshawar. Presently, there are
more than 2500 tanneries (registered and unregistered) and footwear manufacturing units in
Pakistan. The basic raw materials of the industry are the skins and hides of cows, buffalos, goats and
sheep; the industry meets its raw material requirements locally. The basic providers of machinery to
the leather industry of Pakistan are Italy, France and China. On the research and development front,
the University of Veterinary and Animal sciences (UVAS), the National Institute of Leather
1

http://www.pakistantanners.org/about_us.html
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Technology (NILT) and the Leather Products Development Institute (LPDI) are the leading institutes
of the country. Some of the major shortcomings of the leather sector include the lack of
infrastructural facilities, shortage of basic utilities, environmental issues and the absence of a proper
drainage system.
The data available on Pakistan’s exports of leather and its products to the world show a
positive trend. Likewise, imports of leather products have also increased over recent years. Pakistan
is exporting to numerous countries of the world, including USA, France, UK and the Arab countries.
Along with this, Pakistan is also importing from various countries depending on demands and the
requirements of new trends. China stands at the top of the list of these countries, followed by
Germany, the United States and Italy.
Over the past few years, established trade authorities have not accomplished much with
respect to the promotion of exports. Some of the major concerns faced by the leather industry are
as follows: the energy crisis, sluggishness of law enforcement agencies, the smuggling of animals to
Iran and Afghanistan, high costs of production emerging from the imposition of taxes and utility
charges, duties on imported machinery, the recent floods, the lack of international-level exhibitions,
etc. Moreover, the industry calls for the establishment of well-equipped laboratories for leather and
leather goods, differentiation in design, identification of new markets, supply of high-quality leather,
and the establishment of training institutes for the workers employed by slaughter houses, among
other requirements.
For the purpose of this study, a survey of Pakistan’s textile and leather sectors, covering all
major aspects of business, including the nature of the firms, export and import destinations, labor
concerns, issues faced, opportunities foreseen, and suggestions for enhancement, has been
conducted. The results of the survey have been presented and interpreted in separate sections of
the study.
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Chapter 1
Literature Review
As the literature review appears to be the most important tool for a research study, the
literature and data related to textile and leather industry has been carefully collected. Data sources
include books, newspapers, magazines, journals, budgetary reports of economic research of various
educational institutions, and the Internet. This study discusses a wide range of research reports on
the textile and leather sector of the economy, reviewing the research papers and articles from
various leading institutions in the country. In addition, the research also scrutinizes the studies
conducted by market institutions, government authorities, commissions and business firms.

Textile Garments Sector
Up till January 2005, global trade in textiles and clothing was subject to restrictions. The
Long-term Agreement regarding International Trade in Cotton Textiles (LTA) was signed in 1962,
under the aegis of GATT and was later replaced in 1974, by the Multi Fiber Agreement (MFA). Later,
MFA expired in 1994 and, with the advent of the WTO, the Agreement on Textiles and Clothing (ATC)
was negotiated. This agreement was transitory in nature and led to the gradual integration of the
sector into the multilateral trading system (WTO, 2005). The textiles industry has an important
position in the manufacturing sector and the export basket of Pakistan. The contribution of this
industry to total gross domestic product (GDP) is 8% and the sector engages about 40 percent of the
total labor force of the country. Pakistan is the 4th largest producer and the 3rd largest consumer of
cotton in the world, and it also holds the position of 12th largest textile exporter, globally. The annual
volume of total world textiles trade is USD 18 trillion 2, which is growing at 2.5% 3; but, Pakistan’s
share in this global trade is less than 1% 4. In 2011, world textile and clothing exports grew by 17% 5,
with all the top T&C exporters experiencing a growth rate of 13%. For the past years, China has been
the largest exporter of T&C, with India following at 3rd places, Bangladesh at 5th and Pakistan at 9th
respectively; the ranking for Pakistan fell to 12th in year 2012.

2

Trade Map (Author’s own calculations)
ibid
4
ibid
5
Part II Merchandise Trade, Page 10. WTO International Trade Statistics, 2012
3
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Among all manufactured items exported by Pakistan, textile and clothing is the most
competitively positioned (Mehmood, 2004). However, it is argued that Pakistan’s T&C exports
remain concentrated in low value-added, un-skilled labor intensive products. It can also be seen that
Pakistan’s low MFN quota utilization rates are indicative of the fact that Pakistan’s textile and
clothing industry is suffering from supply-side constraints (Din & Abbas, 2000).
Khan (2003) states that between the years 1998 to 2003, the unit value prices of nearly all of
Pakistan’s T&C exports fell, and he attributed this fall to the following factors:
•

Fall of raw cotton prices in the global markets.

•

Increasing use of manmade fibers in global production.

•

Failure of Pakistan’s garment industry to enter into high value product categories, such as
women apparel and woven garments made with imported fabrics.

•

Competition from China, India, Vietnam and other countries that enjoy tariff advantages
through bilateral agreements and RTAs.
Like all other industries of the country, the T&C sector has also suffered from the energy

crisis coupled with the rising cost of electricity and gas. Unscheduled load shedding has meant that
exporters have been unable to meet order deadlines. The Economic Survey of Pakistan stated that
the current capacity utilization rate for the T&C industry is 60%. 6
According to the sector update report on textile industry of year 2013 by JCR-VIS Credit
Rating Company Limited, in the previous years, the change has occurred in the performance of the
sector due to the volatility of cotton prices. Cotton prices for the month of February 2013 stood at
89.7 US cents per pound, compared to the year-to-date average of 83.4 US cents per pound. In line
with international prices, cotton prices in the domestic market also increased to the average of PKR
6,500 per mound, against year 2012’s average of PKR 5,831 per mound. The rise in prices can be
attributed to the temporary imbalances in some countries to increase cotton consumption and to
some extent, because of low stocks. Although with sufficient expectations of the general availability
of cotton, prices in the international markets are to remain in a narrow range for the foreseeable
future. However, rising cotton prices had a positive impact on the earnings of the local textile
industry and it resulted in improved margins.

6

Economic Survey of Pakistan (2012-13) Page 38.
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The EU is the largest trading partner of Pakistan and it is a strong supporter of free trade as
well. An official source in the commerce ministry told that Pakistan exports witnessed a double digit
growth because of the increase in export to the European market, owing to preferential market
access for selected products. Unfortunately, Pakistan shares even less than one per cent of the total
exports to the European Union — worth USD 7.3 billion — despite the fact that the country has
strong potential for growth in textile exports to EU countries. 7
Pakistan is keen to enhance its exports to the European Union markets as both the sides
share a strong bond in the areas of trade and business. It is appreciable that the European Union
secured a waiver on preferential trade package from the World Trade Organization, allowing duty
free import of 75 products from Pakistan to the 27-member European bloc. To further increase the
demand of the country’s textile products, the government is determined to improve the textile
sector through: increasing productivity and textile market competitiveness, enhancing creativity and
entrepreneurship skills, providing quality governance, ensuring connectivity of markets and people,
pursuing engagement of youth and community, and flawless implementation of growth framework
strategy via result-based management.
In their study, Hassan et al. (2012) used the data from 2001 to 2009 — applying different
statistical models and scrutinizing results — they tried to observe the capital structure of textile
composite in Pakistan. Their main findings being that the value of profit after tax is positive meaning
that undoubtedly the industry has been making profits; but unfortunately, the growth rate of this
profit generation is extremely low. The main reason for the downfall of textile industry in Pakistan —
other than gas and electricity shortage — is the shift in the focus of most companies from textile
towards personal goods. In order to bring back the investment in the sector, the government needs
to fulfill the basic requirements so that the companies can enhance their performance and launch
their projects in a better direction, adhering to the market demands.
Scheffer (2012), in his report presented to the European Commission Enterprise & Industry
DG, states that in terms of demand the clothing and home textiles market in Europe is stable in value
and subject to slow growth in volume. The financial crisis led to a sudden drop in demand for textile
and clothing products — a small recovery has been noted only in Northwest Europe and Poland.
Also, the financial crisis did not only affect the demand side of the textile & clothing industry but
instead it shook the industry as a whole; resulting in a significant decline in employment and
7

Gunnar Wigemark, Ambassador of the European Union to Pakistan
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production, in parallel with drops in imports and exports. Other than this, the report also confirmed
that globalization is an important driver; together with changes in demand, distribution channels,
political and regulatory framework, and to some extent technology. The research also recommended
that specific attention should be given to Europe as a basis of raw materials, since Europe is still a
supplier of traditional fibers such as cotton and linen, and has potential to expand as a supplier of
biopolymer based fibers. Finally, the findings suggest that regional clustering is an important tool to
promote innovation, and strong regional clustering can help facilitate dialogue between regions.
Clutier (2012) also prepared a report for European Commission Enterprise & Industry DG. In
his research, he found out that in the recent decade the textile & clothing sector has been strongly
impacted by the movement of manufacturing capacity to lower wage regions of the world—
particularly North African contractors and Asian producers. High quality manufacturers have
upgraded their production levels and are now focusing on the luxury and couture clients in France
and the rest of Europe. For instance, London has undoubtedly achieved a leadership position in
fashion design over the past decade, in correlation with a recognized, world-class fashion design
education. On the other hand, the whole of manufacturers have to acquire a higher level of
independence from their traditional clients, top-end players or mass merchants, as these can prove
a major source of danger for their small supplies.
Siddiqi et al. (2012) evaluated the demand for Pakistan’s clothing and textile exports,
analyzing yearly data of the World’s GDP, exchange rate, CPI, exports, and trade openness from
1971-2009. Results were obtained through co-integration and OLS, which showed a long running
relationship between exports and the other independent variables (GDP, ER, CPI and TO). However,
world income and trade openness were found to be the major determinants of export demand —
world income also has the highest elasticity among all other variables. The authors suggested that
the producers should adopt market-demand oriented strategy and produce high value added
products, such as garments and fabrics.
In another report compiled for European Commission Enterprise & Industry DG by Scheffer
(2012), he states that the resilience of Netherland is demonstrated by the stabilization of the
country’s textile and clothing sector, both in turnover and employment. This stabilization is achieved
via strong trading logic in the clothing sector and specialization in niches in textile. The report also
indicates that the globalization of taste and demand is a result of increased buying power in
developing countries and liberalization of trade. The impact of changing consumer trends is that it
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provides manufacturers of garments, and suppliers, with an opportunity to co-contract and sell their
labels through a long line of different distribution channels — retrieving profits that would otherwise
be consumed by retailers. Overall, consumer demand and changes in fashion play a vital role in
restricting the business strategies both in a negative and positive way.
Using the GTAP model to simulate the impact of T&C trade liberalization, a CEPII working
paper 8 finds that commercial gains are concentrated mainly in developing Asian countries, with
China and India being the main winners. The results also show that small developing countries are
practically excluded from any gains, or may even lose out, under liberalization. The post-ATC period
has confirmed that China and India were indeed winners, but countries like Bangladesh, Cambodia
and Vietnam have also been able to gain market shares in the US and EU markets. Joarder, Hossain,
& Hakim (2010) find that — post-ATC in the US apparel market — China, Vietnam, Indonesia and
Bangladesh were able to make inroads by devouring the shares of Mexico, Honduras, El Salvador,
Guatemala and Pakistan.
In a research study conducted by the Pakistan Credit Rating Agency Limited (PACRA), it is
highlighted that the textile sector has progressively developed into a production base for fairly high
quality textile products, but it still lacks behind with respect to low value added segments. Since the
regional competitors are shifting their focus to the value added sector, relative positioning of the
domestic spinning segment has to improve to face the competition. The increase in the share of
competitors — China, India and Bangladesh — in textile and clothing exports represents stern
competition from the regional markets. In-spite of having good quality raw material at hand,
challenges encountered by the sector — severe energy crisis, high inflation, precarious security
situation, fiscal and economic imbalances — lead to deterioration in the production capacity
(“Textile Sector Study”, 2012)
Among the key risks currently faced by the textile industry, the most serious one is the
fluctuation in cotton pricing; with ending available cotton stocks worldwide, reduction in China’s
cotton import, and an increase in the price of the raw material even though there is sufficient
availability of the cotton crop (despite heavy rainfall in the cotton producing belt). Second in priority
is the issue of fluctuation in demand patterns, this is consequence of the prevailing slowdown in the
major importing economies. Finally, the third problem is the severity of the energy crisis — due to

8
The Textile and Clothing Trade Liberalization Process, Working Paper, Centre D’etudesProspectives et
d’InformationsInternationale (CEPII), Paris, 2005
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non-availability of gas, and high cost of electricity — which poses a threat to the overall production
capacity.
Ahmed (2012) identified in her research report that Pakistan's textile industry is a major
contributor to the national economy, both in terms of exports and employment. Pakistan has the
distinction of being the fourth largest cotton producer and the third largest consumer in the world.
Although the global recession has put immense pressure on the sector, it did not affect Pakistan
alone. The growth in Pakistan’s textile industry is hampered mainly because of a series of serious
internal problems; for instance, the rise in the cost of production due to increase in energy costs.
Other than the energy crisis that has hit the industry, problems such as the double-digit inflation and
the depreciation of the Pakistani rupee, which has resulted in higher cost of imported raw material,
have wounded the industry. As a conclusion, the study identifies lack of research and development
(R&D), absence of modern equipment, rise in cost of production, severe energy crisis, elimination of
subsidies to the textile industry, and effects of inflation as the main obstacles faced by the textile
industry of Pakistan.
PRGMEA’s (Pakistan Readymade Garments Manufacturers & Export Association) research
department published a report in 2011, containing in-depth analysis of the effects of floods on
Pakistan’s international trading. According to the report, after facing the floods of 2010, EU
announced a trade relief package for Pakistan. The duration of the package was three years and it
offered 20% reduction in taxes and duties. However, India and Bangladesh strongly opposed the
package as 64 out of 75 items proposed in the package were textile and garments. Their stance in
opposition was that EU can help directly through cash and humanitarian aids, rather than giving tax
relief. Findings of PRGMEA’s report illustrate how the claims lay down - by Bangladesh and India were completely baseless. In case of home textile, Bangladesh has insignificant exports to EU, and as
for fabrics, the country has almost no exports at all. The notion proposed by the report is that India
only claimed just to support Bangladesh, and to oppose Pakistan. Since India doesn’t seem to be in
direct competition with Pakistan – in the textile field - the stance taken by the country was strictly
political in nature, just to affect the economy of Pakistan. The report also states that, at the time
relief was proposed, Bangladesh’s woven garments exports to EU were 3 times that of Pakistan, and
Indian exports to the union were 4 times Pakistan’s exports. Also, as of year 2009, the exports of
woven garments from Bangladesh were worth 29 billion EURO, which constituted 6% of the total
worldwide exports to EU, and Indian exports were 7% of the total, while Pakistan only held a meager
3% share. Respectively, the proposed items affected 23% of Pakistan exports, 5% of India’s and 11%
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of Bangladesh’s total exports to EU. Further, in the knitted garments there were 13 items in the
proposed list; Bangladesh constituted a 12% share, India had a share of 7% and Pakistan shared only
2% of the EU total imports from the world. Bangladesh exports were 1.5 times higher than that of
Pakistan, whereas Indian exports were 3.2 times higher than Pakistan. In this segment, the proposed
relief package affected 37% of Pakistan exports, 22% of India’s exports and 6% of Bangladesh’s total
exports.
On the other hand, the case of home textile was fairly in favor of India. The proposed home
textile categories represented 39% of the total EU imports from the world; Bangladesh’s share in
these exports was only 3%, India shared 12% and Pakistan had a share of 13%, as of 2009.
Concessional categories in home textile were affecting 26% of Pakistan exports, 39% of India’s
exports and 17% of Bangladesh’s exports to EU. As for the cotton yarn and fabrics segment,
Bangladesh shared only 1% of the total EU imports from the world, while Pakistan shared 17% and
India shared 13%. Cotton yarn and fabrics category constituted 24% of the total relief package, in 22
out of the 27 proposed items in this category; Pakistan’s exports were higher than those of India and
Bangladesh. However, in polyester yarn and fabrics segment, Bangladesh did not take a part in
exports to EU, while India had a share of 2% in synthetic fabrics, and 5% in polyester. On the
contrary, Pakistan’s had a significantly high share in this segment, standing at 56% and 33%
respectively. Yet, the proposed items constituted a considerably low portion of EU’s total imports,
synthetic fabrics had a 2% share while polyester held 6% share; this category represented only 5% of
the total relief package.
According to the Syndicate Report of Federal Board of Revenue (2011), at that moment,
Pakistan had 1,221 ginning units, 442 spinning units, 124 large spinning units and 425 small units
producing textile products. Over the years, the country’s textile sector had developed the capability
of offering a fair range of textile products, the likes of high quality counts, hosiery, garments and
other value-added items. Pakistan’s textile sector had matured to a developed stage, having an
integrated textile industry which consisted of cotton spinning (yarn), cotton weaving (cloth), cotton
fabric, fabric processing, home textiles, towels, hosiery, knitwear and apparels.
The problems faced by textile industry include: financial problems, domestic issues, global
recession, textile input issues, taxation issues, reforms in sales tax law, sales tax refund, import duty,
withholding taxes, exemption certificate, minimum tax, special excise duty, energy crises,
international competition, environmental issues, and many other miscellaneous problems. Remedies
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to improve the conditions of this sector can include: working on input related areas such as replacing
the present poor quality, deteriorated seed with new and promising varieties of seed, standardizing
cotton grading on the basis of instrumentation, promoting better cotton program certification,
pursuing production of organic, long and extra-long cottons, setting up of formal programs to enable
regular interactions between growers and ginners, and adoption of modern technology for
harvesting. Remedies for the energy crisis may consist of: freezing of gas tariffs for textiles units at
the current levels for the next 3-5 years, importing electricity, using coal based power generation,
and discouraging the unchecked increase in the prices of utilities. Financial remedial measures could
include: dealing with reconstruction opportunity zones, anti-dumping duty and other countervailing
measures, tapping new & non-traditional markets, establishing warehouses and display centers,
encouraging more investment in the sector, and cooperation from the banking sector which is
particularly vital for the development of this sector. Apart from this, promotion of SME’s and
development of human resource/labor-intensive industries, industrial zones and cities is also
required. Also, encouragement of FDI, environmental remedies, taxation solutions, and provisions
for a suitable environment are some critical measures which can play an important role in
developing this sector.
The SBP Sector Study on T & C (2010-2011) revealed that the textile sector is now
considered as a major contributor to GDP in Pakistan. This sector influences the economic activities
all over the country due to high percentage contribution to domestic production; it helps generate
employment, boost financial services sector, and increase foreign exchange earnings. In the year
2011, the sector was badly affected by the power shortages and the catastrophic floods endured by
the region.
However, raised cotton prices provided an opportunity to generate high earnings and
compensate for the damages caused by natural calamities. In return, there was an increase in
production and the textile sector witnessed a growth of 10.9%. This escalation in the cotton prices
settled a record of 150 years. In year 2011, due to high cotton prices, there was a record earning of
USD 13.8 billion in foreign exchange through textile exports. Despite the hike in the cotton prices,
report suggests that Pakistan would have performed better if it had not been subject to power
shortages. Most of the textile exporters of Pakistan had to forgo promising orders due the fear of
not being able to meet the delivery deadlines because of power outages.
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Another major problem was that the exporters focused all their attention on substituting
synthetic items for cotton. In the start of year 2011, decreased availability of cotton nourished a
problematic environment for the exporters, although the spinning sector was performing well. The
moment India lifted the ban on cotton exports; Pakistani importers were able to bridge the supply
side gap. This resulted in attracting the spinning capital as there was a sudden surge in production
due to high cotton prices.
The report suggested that the growth in this sector was not perpetual. A major importing
partner, Turkey, imposed safeguard restrictions in year 2012 which led to a decline in exports. On
the other hand, exports to Bangladesh could have proven to be beneficial in the long run; even
though there was an increase in the export of fabrics to Bangladesh in year 2011, Pakistan failed to
increase its share in the world market. Countries like Bangladesh and Cambodia have been
successful in capturing the world market. The reason for Pakistan’s failure to capture the global
market has been attributed to the power shortages. Another reason Pakistan lost its share in the
world textiles market is the slow paced recovery of the US and EU economies. The report also
indicated that in near future Pakistan’s textile sector would face tough competition from its
neighboring economies. The cotton price hike of year 2011 was temporary, and a repetition of such
a scenario should not be expected. The introduction of new technology and mechanization of the
textile sector seems to be the only feasible way forward.
In his first study on Pakistan’s textile sector with respect to EU, Siegnam (2008) stated that
government of Pakistan needs to do its homework right. EU can flank its efforts to sustain a healthy
trade relationship for mutual benefits. The study revealed that the anti-dumping duty on bed sheets
turned out to be a major setback for Pakistan’s most successful export item. The study advocated
that Pakistan’s government needs to promote skill development at all levels of the industry;
especially in the garments sector, where not only the managerial and technical staff, but the
operators needed skill development trainings as well.
Siegmann (2009), in his later study, found out that the European Union was Pakistan’s
largest trading partner, with T&C accounting for almost two thirds of its exports to the Union.
Pakistan is quite distant from its main market and, unfortunately, distance has increasingly become a
factor determining the geography of global T&C production. To improve quality standards, the
industry is in a dire need of skilled and motivated workforce. The study urged that the government
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and employers need to impose existing labour laws and extend them further to contractual workers,
informal sector workers and workers in export-processing zones, as well as sanction their violation.
A policy research study by TRTA-2 investigated the obstacles and challenges faced by
Pakistan in promoting exports of textile made-up products to ECO member countries. According to
the study’s statistics, it is evident that Pakistan has no exports of textile made-up products under
code HS-56 to ECO member states, and that the products under code HS-5601 had significatnt
export potential. Although the main suppliers to ECO member countries are China and India, it is
certain that Pakistan can definitely compete with these countries on the basis of price and quality.
The study identified that according to most of the stakeholders, the lack of interest in market and
the language barrier are the main factors which affect Pakistan’s export to ECO counties. Therefore,
it is mandatory for the government of Pakistan to build language schools where Russian, Persian,
and Turkish can be taught to textile personnel. There is also a need to arrange product fares and to
encourage ECO trade association delegations to visit Pakistan.
In their research study, Din and Ghani (2005) suggest an array of steps that can be
undertaken for the improvement of textile industry of Pakistan, such as the establishment of a
regulatory authority which accommodates an easy procedure to keep a check and balance on the
quality and standard of exportable goods, both during and after the production process. Another
possible step towards the betterment of this sector may be the establishment of a favorable trade
policy; duty free imports of latest technology, free of sales tax, will embark a new potential in the
textile industry and enable it to produce high value added, efficient and competitive goods. Tariff
protection has been a favor to domestic producers which erode the competitiveness within the
textiles sector. To counter this level the import duties the objective is to attract investments to
substitute imported goods and compensate those other sectors of the textile industry by giving fiscal
incentives against the tariff protection.
Another way of improving the sector’s performance is the development of human resource,
with the provision of new and updated knowledge to the labor, skill development opportunities, on
job training, and proper guidance; this will automatically correct the low-productivity trap and also
improve the product quality. Current condition of human resource development institutions is
tragic; it can be improved ten folds by undertaking suitable steps in order to improve the quality and
quantity of human resource. R&D can immensely benefit from the establishment of linkages
between the domestic industries and Multi-National Companies, which will result in a spillover effect
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on the whole economy. There is a severe need to establish comparatively free, developed, modern
and, updated institutes at the governmental level, in order to improve the technology base along
with the improvement in human resource skill base.
A high level group follow-up report briefly explained the recommendations given by the
group regarding the future of T&C sector, for the year 2004. The main aim of this organization is to
create a quota free environment in Europe. The first category, in which recommendations were
given, is named Competitiveness and Internal Regulatory and Market Issues. It was recommended
that the small and medium size companies should seek synergies. Greater amount of attention
should be given to the standardization activities within the national textile and clothing industry.
National and European observatories should be established for the training and employment of the
workers of the textile sector. Coordination between training centers and media information pools
should be established to decimate information regarding the textile sector in the masses.
Furthermore, surveys should be conducted to ensure there is a match between the supply and
demand of the training, and common qualification standards must also be established. The industry
must be protected against counterfeiting by the intellectual property rights, by setting out the role
of each stake holder in the industry. Article 25.2 of the WTO TRIPs agreement must be brought into
action in order to protect the textile companies in their local territories. Public-private partnership
should also be brought under attention. In the case of regional aspects, local strategic plans should
be given due consideration. Sectoral based approach should be implemented in order to curtail the
difficulties faced by the regions/localities having strong T&C concentration. So far, non-technological
innovations have been given greater consideration; now for the sake of development of new
technologies, proper research institutes need to be constructed. For better trade, market access is
necessary; for this purpose, bilateral and multilateral agreements should be formulated among the
countries, since there happens to be a need for market access beyond EU territory as well. Market
access plan should be formulated, for growing economies with a greater potential of production in
the textile sector.
Commission Staff Working Paper (2003) assessed that the European T&C industry, with
respect to productivity, labor costs, quality of products, and international trade performance, is
internationally competitive and is continuously improving with the passage of time. The report
suggests that the European countries are heavily dependent on the textile industry, in terms of value
added and employment. The industry is an important part of the European manufacturing sector,
which is employing above 2 million people with turnover of EUR 200 billion. Its share in the total
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manufacturing is of about 4% and in total employment around 7%. The textile sector is mainly
concentrated in Italy, UK, France, Spain, and Germany. However, Italy, Greece, Portugal, and, to a
lesser extent, Spain and France contribute relatively more to the clothing production; while northern
countries such as the UK, Germany, Belgium, the Netherlands, Austria, and Sweden contribute
relatively more to the textile production. Labor costs for production is at minimum for
manufacturing as a whole. In the case of investment, it is distributed according to the size of the
states; Portugal is an exception, having relatively higher labor costs. The overall size distribution
reveals that EU’s T&C industry is a SME based industry. Analysis of the trading patterns shows that
due to tariff and non-tariff barriers only 20% of T&C output is exported to the external markets,
while the imports are penetrating at an equivalent rate. Comparing the quality of T&C sector, it can
be seen that EU products generally have a positive quality mark up. Tracing back from 1995, EU’s
industry has been catching up with latest technology and has developed innovative techniques of
production. In comparison, adjustment process in US was more radical as they were not able to
maintain the production. Investment during the period between 1995 and 2000 declined at constant
rate, by 1.2% per annum in Europe and 5.6% per annum in US. This also suggests that the
restructuring process was less destructive in Europe than it was in US. Comparing the candidate
states with Europe, it can be seen that although T&C sector has been a major part of their
manufacturing sector, still they produce less than 10% of the total EU-15 production and employ a
workforce equivalent to 60% of EU-15’s workforce.
Malik (2001) stated in her study that diversification is needed not only in terms of quality,
but also with respect to the direction of trade. More than half of Pakistan’s exports are directed
towards Europe and North America. This is a major drawback that leads to lower levels of Pakistani
textile exports. Because of West’s protectionist policies and technological superiority, Pakistan
textiles definitely would be at disadvantage in their markets. It is the need of the hour to work out a
plan to investigate new markets in other parts of the world, like Africa, etc. Pakistan’s textile
industry cannot sustain itself upon the sole advantage of lower cost of production due to lower
wages; low capital and high energy costs can easily offset this advantage. Non-price factors on the
supply side play a vital role in enhancing the export performance of a country. In this regard,
exchange rate manipulation is an important tool which can prove to be a source of a competitive
edge for a country. However, this factor can lose its importance as soon as other developing
countries, with similar or better product quality, depreciate their currency. The countries of South
East Asia have acquired their existing position in the world market on the basis of their
resourcefulness, in terms of: efficient methods of production, capital intensive technology, well-
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trained manpower, flexibility and adaptability to the changing conditions/environment/technology
trends, accommodation of the changes in the patterns of world demand, and favorable government
policies. These countries offered a diversified product range, which is produced using highly
automated, capital-intensive technology. As a result, they are producing close substitutes to the
capital-intensive products of developed countries; whereas Pakistan’s textile exports are far from
being close substitutes to the products of these countries.

Leather Sector
According to the data released by the Federal Bureau of Statistics (FBS) the exports of
leather garments during year 2009-10 were PKR 28,698 million and they increased to PKR 39,744
million in year 2010-11, showing an increase of 38%. However, the growth rate dropped to just
0.24% for the year 2011-12, during which the export volume of leather stood at PKR 39,841 million.
The share of Articles of leather, animal gut, harness, and travel goods (HS Code 42) in Pakistan’s total
exports was around 3%, with the traded value of USD 681.34 million for the year 2011. The top three
export partners of Pakistan in this category (HS42) are Germany, US and France; with the shares of
19%, 15% and 8% respectively. Leather garments (Articles of apparel of leather or composition of
leather, HS Code 420310) exports in 2011 dived down to USD 341.0 million; the decline for the year,
as compared to 2008, was USD 477 million in terms of value 9. The main competitors of Pakistan in
the international market are China, India and Bangladesh.
The demand for leather items had been adversely affected by the global recession, this
prompted governments in China, India and Bangladesh to offer relief to the sector in the form of
duty drawbacks (Pakistan Tanners Association, 2010-11). Pakistan also offered such relief packages
on key leather products: finished leather, leather garments and leather gloves.
However there was a significant difference between the drawback rates offered by Pakistan
and its competitors; Pakistan was offering a duty drawback of 2% whereas China was offering a rate
of 11%, India 10.5% and Bangladesh 15% 10. According to the Ministry of Commerce’s estimates,
Bangladesh, India and China were able to steal one-third of Pakistan’s leather exports share because
of the relief packages announced by their respective governments in the wake of the recession 11.
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Industry’s sources believe that better quality hides are being exported which is resulting in a
scarcity in the domestic market. This inhibits the ability of Pakistani exporters to produce high value
added “luxury” leather products. Another grave issue faced by this sector is that although Pakistan is
naturally endowed with an abundant supply of livestock this does not translate into a supply of good
quality leather. This is because of poor preservation practices and the absence of flaying machines
at slaughterhouses which can prevent wastages (Pakistan Tanners Association, 2010-11).
Establishment of effluent treatment plants is also an important problem for this sector, ever
since the sector had to adhere to the more stringent environmental standards required by the
buyers from the EU and US. The issue with building these plants is the high capital requirement;
most of the tanneries in Pakistan are small scale and cannot afford such a venture. A simple solution
for this problem is creating joint treatment plants for tanneries located in a particular district,
dividing costs and sharing benefits.
The STPF (2009-12) summarizes the problems faced by Pakistan’s leather sector (which in
turn affects its ability to export) as follows: “On the domestic front, this sector was confronted with
non-availability of quality leather, scarcity of specialized leather technicians, lack of R & D facilities,
and non-existence of effluent treatment plants” 12. Although the government tried to address these
problems by announcing an array of policies for the sector, including grants for setting up effluent
treatment plants, installation of flaying machines at district level slaughter houses, establishment of
R&D centers, and grants for building design studios.
Mr. Agha Saiddain, Chairman Pakistan Tanners Association, discussed the leather and textile
industry of Pakistan in a board meeting report. He gave the leather industry of Pakistan the status of
a model industry and notified that the industry has the potential to grow up to USD 3 billion, from its
currently stagnant position of only USD 1 billion. While in comparison, India’s exports have grown to
USD 4.86 billion in the year 2011-2012. Similar is the case of Bangladesh, where leather exports
increased by about 17%. Even the leather exports of Ethiopia have doubled over this era, whereas
those of Pakistan have declined by 3.94% in the same era. While analyzing the share of South Asia in
the total global exports, some surprising results have been found; global exports increased to USD
137.96 billion in which South Asia’s share is only 3.57%, even though the region possesses 26% of
the global animal population. In contrast, Vietnam’s share in the global exports is of 6.22% with an
animal population equal to only India, Pakistan and Bangladesh. Furthermore, Italy shares about
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13% of the global leather market while China is leading with 37.5% shares. The working of 10th &
11th leather development plan has also been discussed during this meeting. India aspires to achieve
the target of USD 14 billion, whereas Pakistan not even prepared a plan yet. For this purpose,
Ministry of Commerce Pakistan has been given the task of studying the leather market and
evaluating the causes, and incentives, which could help develop this key industry. The target of this
survey would be the leather exporters of Pakistan, and all the stakeholders involved in this industry.
Survey report should also include the various financing agencies and institutes of the sector, like the
IMF. The attempts to revamp the industry are of utmost importance since Pakistan still holds a
leading position in this sector; the country is producing the second best quality of the leather in the
world.
Reporting on the world’s leather market, with special reference to China, the Consulate
General of Pakistan at Chengdu, China issued a report on China’s Leather Industry (2011). According
to this report, Western America is considered as the giant destination of leather and leather related
products for Pakistan while in the rest of the world China is dominating in this sector. The report
states that most researchers have given China the status of world leader in the leather industry.
Recent trends recorded in the report show that the Chinese leather usage is increasing rapidly. In
the year 2010 alone, China imported leather and leather products worth USD 8.7 billion; which was
only equivalent to 2.5% of its domestic demand for leather. Looking at the value of China’s leather
exports, which are around USD 56.48 billion, it is evident that China is more of an exporter of leather
rather than an importer.
According to the report, 74% out of the China’s total leather imports are consumed in the
footwear industry, while the remaining 26% is used in the production of various other leather
related products. It is evident from the report’s findings that Pakistan only consists of a negligible
share in China’s leather industry; despite the fact that the two countries have signed a FTA back in
year 2007. Along with this FTA, the tariff lines were revised in year 2011; Pakistan enjoys tariff
concessions of up to 50% on foot wear and other leather products. Hence, there is a dire need to
focus on foot wear, as it is the main constituent of leather exports to China. The report suggests that
although Pakistan does not play a significant role in Chinese leather industry, it could search for a
niche to enter the market and capitalize on it. Pakistan also needs to improve its supply side; it can
be accomplished by focusing on the abundant factors of the economy. Pakistan’s exports to china in
the leather market consist of three main components: finished and semi-finished leather, articles of
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leather and foot wear. But, as the export statistics gathered by the report suggest, Pakistan needs to
focus on foot wear more than any other sector since it is the top most exported leather product.
Chengdu (2011) closely analyzed the Chinese leather market and revealed that the
distribution of the leather products, and there production, is quite diversified. Statistics from the
report supported the analysis as well; footwear stores 51%, departmental stores 11.6%, specialty
stores 9%, stores in shopping malls 10.4%, street markets 8%, sports stores 4%, and others 6%.
Dasanayaka and Sardana (2009) studied Pakistan’s leather industry with respect to
technological needs. Their assessment suggests that Pakistan is in a serious need for both
automation technology and innovation. They stated that automation technology can help produce
standardized products in large volumes, with good quality and at low cost. Technological innovation
should be introduced to the R & D department; it plays an important role in new product
development projects, technological processes, new equipment and applications. Technological
innovation is also required to meet the consumer demands at the face of ever-changing fashions,
designs and consumer tastes. Furthermore, another key advantage of this technology is the fact that
it will lead to job creation in the leather industry.
However, a national-level policy is required in order to reap the benefits of technology
introduction into the leather industry; the policy should be drafted with a view of the leather
industry being a thrust area for the socio-economic development in Pakistan. Upgrading technology
is perhaps the most important step forward, but investment in the leather industry depends on the
activity of the industry’s sub-sectors. Therefore, leather tanning should be considered as part of the
leather industry’s integrated supply chain. Networking should be encouraged between the leather
sectors of Sialkot, Karachi and Lahore; all of these cities produce and export high quality, high
standard leather products. Promotion of joint ventures with foreign manufacturers, joint programs
with universities and the creation of planning areas are other steps that could be taken. The
Government has proven to be a catalyst in the promotion of leather brands, with a focus on the
global market.
Din and Ghani (2005) explore the vision and prospects of the Pakistan’s textile and leather
industry in the light of science and technology base available. They state that both leather and
textile sectors are key components of Pakistan’s exports, and unfortunately their performance over
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the years has been highly inconsistent. In their report, they attributed this inconsistency in
performance to the array of issues and challenges that these two sectors are facing.
The long list of problems for the textile sector identified by the research study include: a
poor technological base which results in low quality raw material (especially cotton) due to
inefficient technology for picking and storage processes, outdated tools and techniques for cotton
ginning, lack of ability to handle the production of complex and high density fabric products,
incapability of homogeneity in the dyeing process, lack of Computer Aided Manufacturing (CAM)
facilities, narrow base of product design and development, high process losses, and scarce
investment in modern pattern of product making and cutting equipment. Most importantly, there is
a severe lack of R&D with very limited research efforts for the betterment of product design,
technology, and tools and techniques, from both the public sector and the private sector. Besides all
this, there is an absence of linkages between the industry and the existing level of research.
Further, the study also suggested some solutions and ideas for the improvement of the
leather sector; it states that the leather industry of Pakistan is in its infancy stage and recommends
that it must be subject to protection and pampering, while simultaneously be forced to follow rules
and regulations. Research and development procedures must be initiated, on the basis of which
legislations for environmental protection, working conditions, waste management strategies and
facilities need to be implemented and provided. The general remedies include: training sessions on
health, establishment and provision of safety measures, introduction of new methods and ways in all
phases of production, awareness about health and safety measures, implementation of proper dress
codes in workplace, proper monitoring and check and balance of the resource usage, adoption of
proper environmental friendly technologies, suitable action against inappropriate usage of scarce
resources, recycling techniques utilized, and training sessions to be started immediately for all levels
of staff already working in the industry.
Short term actions for the betterment of the leather industry can include: the provision and
usage of latest available machinery, access to different industries to the facilities available in leather
industry, hiring of foreign experts for improving quality and increasing value addition, provision of
subsidies, introduction of technical assistance programs, lowering of the existing tariff rates,
reallocation of existing resources for higher productivity, introduction of new production structures,
proper steps must be taken to meet the changing nature of competition, creation of investment
friendly environment, and improving the system of tax collection on priority bases. Long term
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actions may include: utilizing the Global Environmental Facility for getting credits for waste
treatment plants for existing firms, providing incentives for setting up new firms for providing
trimming, accessories and components for the leather industry, and technological upgradation of
the industry through joint ventures with foreign firms.
With respect to textile, a survey-based study conducted by the Pakistan Institute of
Development Economics (PIDE), with the collaboration of the United Nations Industrial Development
Organization (UNIDO) under the EU-funded Trade Related Technical Assistance (TRTA) program,
explored the trade-related challenges facing exporters in Pakistan. The study revealed that after
trade liberalization, Pakistan witnessed an increase of USD 2.4 billion in GDP in the year 2002.
Manufacturing accounted for up to 16% of this increase, while exports increased from USD 3.6
billion to USD 5.3 billion. All of the major commodities included in the exports basket of Pakistan
were related to the textiles and apparel sectors. Another important fact which was highlighted in the
study was that Pakistan mostly trades with the countries outside of South Asia. For instance, textile
products are exported to China, Bangladesh, and Hong Kong, while leather is exported to Hong Kong,
Italy, and the Republic of South Korea. The analysis given in the study indicated greater potential of
Pakistan’s trade with India, as both countries nearly specialize in the same field. High exports
barriers with India were found to be a result of the copy rights issue that requires active involvement
by the Government. Solving this problem could increase foreign direct investment, supporting in
turn, the export sectors of the country. Other issues blocking the trade between India and Pakistan
were found to be red tape, labor laws, corruption and insufficient access to world markets. The
study primarily focused on the export and import patterns of Pakistan. The goals of the study
included a look at the challenges faced by Pakistani exporters in the world market, the evaluation of
the sectors and sub-sectors in Pakistan, and an assessment of the technical standards of exports. The
study also identified the ways in which exports could be enhanced.
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Chapter 2
Textile Garments Sector of Pakistan
Introduction
Pakistan’s textile and clothing sector witnessed very stormy weather in the past decade,
facing a severe energy shortage and low demand from foreign buyers due to terrorism in the
country. Moreover, the sector was attacked by competitors from India and Bangladesh.
The textile sector is considered as the backbone of Pakistan’s economy. Being the fourth
largest cotton producer, Pakistan has the third largest spinning capacity in Asia after China and India.
The significance of the textile sector can be measured from its contribution to the total GDP of the
country which stands at about 8.0%. 13 Being labour-intensive, the industry presents employment
opportunities for both skilled and unskilled workers. The textile and clothing industry represents
about 46% of the overall manufacturing sector and provides employment to about 38% of the total
manufacturing labour force. In the fiscal year 2012-13, the sector contributed about 60% 14 to the
total national exports of the country. As per the records of the Ministry of Textiles, the spinning
industry of Pakistan consists of 521 textile units (50 composite units and 471 spinning units) with an
installed capacity of about 9.99m spindles and 116,000 rotors. The participation of the weaving
industry in total textile exports increased to nearly 20% during 2012, up from 9% in the previous
fiscal year.
The textile garments industry provides the highest value addition to the textile sector. The
industry consists of small, medium and large-scale units where most of the units have 50 machines 15
or less. However, now, large units are emerging in an organized way. The industry has availed the
benefits of duty-free imports of machinery and income tax exemptions from the state that have
contributed to its growth. Moreover, the industry has immense potential that can be realized after
overcoming the domestic issues of energy shortages and terrorism in the country. These factors hurt
production processes and discourage the growth of the industry by restricting foreign demand for
Pakistan’s textile garments.
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Looking at the overall textile and clothing industry from the perspective of exports, it can be
noted that during fiscal year 2012, cotton clothing was the major item in the export basket of the
industry, both, in terms of value and quantity. The highest rise in prices rise can be observed for art,
silk and synthetic textile and readymade garments which have witnessed a noteworthy price
improvement in recent years; however, the quantity of exports of the said items has reduced as
domestic issues have continued to impair production. In 2012, the key risks faced by the industry
included instability in cotton prices, energy shortages, price hikes, increased interest rates and the
poor law & order situation of the country.

Made-up Textiles Sector
The made-up textile sector is the most dynamic segment of the textile industry since it
provides handsome revenues with its value-added product lines. The major product categories of
this sector are hosiery knitwear, readymade garments, towels, tents/canvas, bed-wear and
readymade garments, including fashion apparels. The export performance of made-up sector for the
periods under review is presented in table below:
Table 1: Exports of Made-Up Textiles
2011-2012 (July-Mar)

2012-2013 (July-Mar)

% Change

Hosiery Knitwear
Quantity (Doz)
Value (M.USD)
Readymade Garments

71.369
1467.064

73.457
1508.781

2.93
2.84

Quantity (Doz)
Value (M.USD)
Towels

18.07
1195.484

20.233
1318.263

11.97
10.27

Quantity (Doz)
Value (M.USD)
Tents /Canvas

101.687
489.135

123.168
577.69

24.05
18.1

Quantity(Doz)
Value (M.USD)
Bed Wears

19.273
64.868

25.248
84.904

31
30.89

Quantity(Doz)
Value (M.USD)
Other Made-ups

184.003
1311.121

195.764
1312.315

6.39
0.09

Value (M.USD)

416.653

442.948

6.31
Source: Ministry of Textiles
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Hosiery Knitwear Industry
Hosiery knitwear is playing a critical role in the made-up textiles sector of Pakistan, owing to
its large share in the exports in terms of value and quantity. According to the statistics of the
Ministry of Textiles, there are about 12,000 16 knitting machines in the country with capacity
utilization of approximately 70 percent. The sector depends heavily on the progress of the knitwear
industry because of the significant value that it adds to the sector. The industry has remarkable
export potential but has remained under pressure because of competition. The export performance
of the knitwear segment during the period under review is given below.
Table 2: Exports of Knitwear
(July – Mar) 2011-2012
Quantity (000.Doz)
Value (M.USD)

(July – Mar) 2012-2013

% Change

71.368

73.457

2.93

1467.064

1508.781

2.84
Source: Ministry of Textile

The table above reveals that even with domestic issues, the hosiery & knitwear industry of
Pakistan managed to grow, both, in quantity and value in the year 2012.

Readymade Garments Industry
The garment industry has exhibited striking export performance in the past, adding the
highest value to the textile sector of Pakistan. In the July-to-March period of the year 2012-13,
exports of readymade garments were worth USD 1.3 billion compared to a value of USD 1.2 billion of
the previous year. 17 In terms of volumes, exports increased by 12% while the overall value of the
industry’s exports grew by 10.3% over this time span.

Towel Industry
The towel industry contributes handsomely to the exports of the textile sector of Pakistan.
Most of the towel industry has been upgraded in the recent years and is now capable of producing
towels of higher quality and value. During the July-to-March period of the year 2012-13, exports of
the towel industry stood at USD 578 million against USD 489 million of the previous year 18, showing

16
17
18

Ministry of Textiles
ibid
ibid
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an increase of 18.1 %. However, in terms of volumes, towel exports increased by 24.1 % during this
time period.

Canvas Industry
The canvas industry is the highest raw-cotton consuming industry of the textile sector with a
production capacity of more than 100 million sq. meters 19. Furthermore, it is a relatively low valueadding segment with great export potential. 60% of the production of this sector is exported while
40% is consumed locally by the Armed Forces and the Food Department. During the July-to-March
phase of the year 2012-13, exports of the industry stood at USD 84.9 million against USD 64.9 million
of the previous year, showing an increase of 30.9%.

Top 15 Global Exporters of Textile Garments
The total global exports of textile garments are valued at USD 464.59 billion. China is the top
exporter of textile garments to the world with a share of 37% of global exports, a number very large
compared to other textile garments-exporting countries. Bangladesh is the 2nd major exporter of
textile garments to the world; it is an emerging exporter in the sector, with exports continuously
rising with at a high growth rate. Hong Kong is the 3rd largest exporter of textile garments to the
world (with an export value of USD 23.12 billion in the year 2012); however, export growth has been
observed, either to be stagnant or negative in the past five years. The top 15 leading exporters of
textile garments include seven countries from the European Union, showing that Europe is a region
with high export potential. Germany is the 4th largest exporter of textile garments and top largest
exporter of Europe. A detailed list of leading textile garments exporters along with the value of their
exports of the last five years is shown in Table 3.

19

ibid
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Table 3: Top 15 Global Exporters of Textile Garments
Top 15 Global Exporters of Textile Garments
Exporters

Exported

Exported

Exported

Exported

Exported

value in 2008

value in 2009

value in 2010

value in 2011

value in 2012

China

130.14

117.30

140.82

165.91

172.33

Bangladesh

13.89

14.60

17.01

22.63

23.12

Hong Kong

26.85

22.11

23.22

23.53

21.61

Germany

19.10

18.74

19.35

22.75

21.24

Italy

24.52

19.18

19.44

22.24

21.14

India

12.69

13.63

13.51

17.60

16.87

Vietnam

8.95

8.87

10.93

13.66

16.11

Turkey

15.25

12.87

14.22

15.65

15.77

France

11.67

10.06

9.97

10.95

10.23

Spain

7.87

7.82

7.93

9.39

9.77

Belgium

10.39

8.89

8.35

9.60

8.34

Netherlands

6.55

6.35

6.72

9.30

8.32

Indonesia

6.23

5.84

6.72

7.97

7.57

United

6.49

5.72

6.13

7.28

7.41

Pakistan

6.40

5.80

6.73

7.58

6.99

World

407.80

360.35

397.42

465.97

464.59

Kingdom

Values in USD Billion

Source: ITC Trademap

Top 15 Global Importers of Textile Garments
The total global imports of textile garments are approximately valued at USD 403 billion,
recovering after having faced a dip in the year 2009. However, in 2012, global imports of textile
garments were lower as compared to previous year. The table below shows the top 15 importers of
textile garments for the year 2012.
The United States is the top global importer of textile garments. Its imports, worth USD
85.86 billion, represented 21% of total imports of textile garments in the year 2012. Following the
US, Germany is the 2nd top import destination for textile garments in the world. Its global import
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share of textile garments for the year 2012 stood at 9%. Japan is the 3rd largest importer of textile
garments in the world with an import value of USD 33.77 billion, as of 2012. Among the top 15
global importers of textile garments, seven countries belong to the European Union, signifying the
immense textile garments import potential of Europe. The top 15 global importers of textile
garments along with their import values, from the year 2008 to 2012, are shown in Table 4.

Table 4: Top 15 Global Importers of Textile Garments
Top 15 Global Importers of Textile Garments
Importers

Imported

Imported

Imported

Imported

Imported

value in 2008

value in 2009

value in 2010

value in 2011

value in 2012

81.53

71.96

80.81

86.68

85.86

Germany

32.16

32.62

34.35

39.90

35.54

Japan

25.95

25.80

26.99

32.84

33.77

United Kingdom

24.55

21.89

23.17

26.01

24.88

France

24.38

21.96

22.69

25.45

22.91

Hong Kong

18.02

15.16

16.16

16.54

15.66

Italy

17.05

15.28

15.99

18.05

15.37

Spain

15.19

12.98

13.66

15.93

13.61

Netherlands

9.48

8.98

9.63

12.19

10.89

Canada

8.61

7.87

8.72

9.94

9.88

Russian

4.92

4.22

6.27

7.64

9.46

Belgium

10.84

9.36

8.57

10.02

9.09

United Arab

2.62

4.68

4.81

6.13

7.18

Australia

4.73

4.45

5.34

6.45

6.76

Korea, Republic of

4.35

3.49

4.54

6.27

6.48

363.06

328.86

356.11

407.53

402.99

United States of
America

Federation

Emirates

World
Values in USD Billion

Source: ITC Trademap
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Challenges Faced By the Textile Garments Sector of Pakistan:
The textile industry of Pakistan is currently faced with a number of challenges, both, on
domestic and international fronts. Despite the introduction of the five-year Textile Policy by the
Government of Pakistan, the outcomes of the policy are yet to be witnessed, signalling the existence
of an overall high policy risk. Moreover, competitors in the region, specifically, India and Bangladesh,
are giving a tough time to Pakistan’s textile sector − owing in part to deteriorating domestic
conditions of the country that are leading to an increase in production costs. Likewise, increasing
cotton prices have pushed raw material costs to considerably high levels, making the survival of
small units of the industry very difficult. In addition to that, the power loom sector is deteriorating,
mainly due to poor technology, shortage of high-quality yarn and the lack of institutional financing,
hindering its development from being an unorganized sector to an organized one. However,
notwithstanding its important role, the textile industry of Pakistan is facing multiple problems that
are discussed below:
Financial Constraints
Adequate financing is critical for the development and progression of an industry.
Unfortunately, Pakistan’s textile garments industry is facing a lot of financial problems, some of
which are given as under:
Global Recession
The textile sector of Pakistan has been badly affected by global recessions, resulting in
decreased demand for textile products, both locally and internationally. Unpredictable conditions
and political instability in the country are also among the variables leading to a decline in textile
exports. The dwindling production of textiles has further caused a surge in unemployment levels,
negatively affecting living standards. 20
Global recessions have caused a decline in the value of the Pakistani Rupee, thereby
triggering an increase in the inflation rate which has further translated into an increase in the
number of people living below the poverty line (from 60 million to 77 million).

20

Khan, Aftab A., Khan Mehreen, “Pakistan Textile Industry Facing New Challenges”
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Domestic problems
The State Bank of Pakistan has withdrawn export financing from all types of yarn.
Additionally, banking institutions are charging a high rate of mark-up from the textile industry.
Whereas in the past, nominal rates were charged to encourage new investment opportunities, in
recent years, a change in the monetary policy and KIBOR rates has been observed. The high cost
associated with initiating a new business venture is linked to the intensive increase in the rates of
interest, which have amplified the problems faced by the industry. This record increase in mark-up
rates is one of the major causes of defaults in returning the loans availed by the industry; hence, the
volume of non-performing loans has reached an alarming level. Most banks are now reluctant to
finance the corporate/private sector and are more inclined towards assisting the public sector.
Production Problems
Pakistan’s textile products are sold at higher prices due to multiple production costs incurred
by the industry. The increase in these costs is connected to hikes in the prices of inputs used in
manufacturing processes, such as electricity and gas. On the other hand, imported and smuggled
goods from China are commonly available in the market at cheaper rates. The lack of research and
development in the cotton sector of Pakistan has played no less part in compounding plights for this
sector, the outcome of which has been the production of lower-quality cotton products in
comparison to rest of Asia. The available cotton seeds have high moisture content which results in
the crop being of a lower quality. Thus, the increasing cost of inputs has become a common
occurrence in Pakistan, which is damaging the local industry and disabling it from competing in
international markets.
Taxation issues
Pakistan’s textile industry is facing a number of problems regarding taxation as no tax
charged on exports, which is affecting the growth of the local industry. Some of the main problems
that fall under this category are given below:
Import Duties
Duties are levied on all imported items, however, exemptions are available under various
SROs which require undertakings that a certain percentage of the yield will directly and regularly be
exported in the next 5 years; this may hinder the acquisition of required raw materials by the local
industry. An example is that of finished woven fabric of high quality which is often directly exported
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by investors in order to benefit from duty exemptions, thereby causing a shortage of high quality
fabric necessary for the growth of the local garment industry.
Special excise Duties
The government has raised the special excise duty from 1% to 25% 21, which has, again,
added to the problems faced by the textile industry.
Sales Tax Refund
The sales tax refund rules provide 50% refund within 15 days of filing for the return in a
certain format. The balance is payable within 40 days. Pakistan is the 4th largest producer of raw
cotton in the world that produces in bulk from the months of September to December, during which
time the industry purchases its raw materials. Inordinate delay in the refund of sales tax on zerorated exports was unanimously identified as the single most important problem impeding the
growth of the textile industry.
According to the Chairman of the Pakistan Readymade Garments Association, the refund
mechanism has had adverse effects on the textile industry and a huge amount of duty drawbacks
and refund regimes have been withheld by the Government.
Reformed Sales Tax
The textile sector was among the five industries of Pakistan which were not charged with
sales taxes. This exemption was given by the Government through SRO 509 (I)/2007 dated 9th June,
2007. However, recently a new SRO 231(I)/2011 dated 15th March, 2011, has been issued
introducing a sales tax on textile production. The new sales tax regime for the textile sector became
applicable from April 1, 2011 instead of March 15, 2011 − the promulgation date of the Presidential
Ordinance or issuance of relevant notification. This new SRO imposed a tax of 4% on finished fabrics
sold to nonregistered buyers which was to be charged at all stages following the spinning stage. The
zero-rating facility was to be offered to registered local buyers and a 6% sales tax was to be
applicable at the yarn stage. However, a 100% zero-rating facility was retained for exporters.
All of the stakeholders have refused to accept these reforms and have complained that the
move had been taken without consulting them. They argue that this could result in flight of capital
21

Ishfaq, DAWN, March 2013
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and relocation of the industry to other regional countries, leading to massive unemployment and
disorder.
Minimum Tax
The minimum tax rate for yarn merchants is 0.1% on their annual turnover 22. In addition,
there is a minimum tax of 0.5% on the turnover of domestic sales. The submission of this tax,
however, requires filing of return and other documents that really pose great problems for
industrialists.
Withholding Taxes
A withholding tax is deducted as the full and final settlement of the tax liability on exports.
The rate of this tax is different for various stages. For example, the rate of deduction on local
supplies, sales and services provided or rendered to the textile industry is 1%, and the same rate
applies to the import of all goods covered by the zero-rating regime of sales tax notified by the FBR.
Likewise, the textile industry becomes a withholding agent if its local sales are in excess of 5% of its
export sales. There is no exemption from this tax, even for exports. The industrialists regard this rule
of withholding tax as the “Black Law”.
Exemption certificates
Wherever an exemption from tax is granted, it cannot be executed without an exemption
certificate. This exemption certificate is issued, for a certain time period, by the commissioner in
accordance with the tax laws, and needs to be renewed/reissued after the date of expiration. The
previous time span of validity of three months has recently been increased to one year.
Energy Crises
Despite the already higher costs of utilities in Pakistan compared to other countries, these
costs have increased on a regular basis causing a rise in the costs of production. The textile industry,
being an energy-intensive sector, is extremely vulnerable to these high costs of energy. Losses across
various production processes in the industry result in high energy bills and a decline in productivity −
all of which have a significant negative financial impact that restricts the growth of the industry and
renders it less competitive in the international market.

22
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As a consequence of load-shedding and inflated prices of fuel and other energy resources,
the production capacity of various sub-sectors has been reduced by up to 30% which, along with
other concerns, has also condensed the export order. A spokesman for the All Pakistan Textile Mills
Association (APTMA) claimed that 60 to 70% of the industry had been affected as a result of gas
load-shedding, and was unable to accept export orders coming in from around the globe. A “two-day
weekend” for the conservation of energy is another variable that affects the total output of the
industry.
Marketing Competitors
The textile industry is facing strong competition from many countries such as Bangladesh,
India and China, in its major export markets, i.e. the EU and the USA, where the demand for textile
products has already been adversely affected by the global recession. On the other hand, the
country’s turbulent political and security situation, energy crisis, and trade and tax regimes are
adding to the complications faced by the industry which is already lagging behind competitors in the
sphere of international and regional competition.
Environmental Challenges
According to the World Health Organization (WHO), the metals of most immediate concern
are chromium, zinc, iron, mercury and lead. The fate of these chemicals varies − ranging from 100%
retention on the fabric to 100% discharge with the effluent. Most of these metals are nondegradable into non-toxic end products. Experts say that textile wastewater contains substantial
pollution loads, in terms of COD, BOD, TSS, TDS and heavy metals. The values of these parameters
are very high as compared to the values in the National Environment Quality Standards (NEQS) set
by the Government.
While confronted with reducing environmental burdens, the textile sector of Pakistan faces
one of its biggest challenges in the form of compliance with international environmental protocols.
The major textile groups of the country have their own power plants which run on fossil fuels that
emit toxic effluent into the air and raise major environmental concerns for ground water. Textile
processing employs a variety of chemicals, depending on the nature of the raw materials and
products, with different enzymes, detergents, dyes, acids, sodas and salts. These industrial processes
also generate wastewater containing heavy metal contaminants.
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Various Other Issues
•

Pakistan is a country with inconsistent policies. Without long-term and consistent policies,
no industry in the country can develop adequately.

•

In Pakistan, more attention is given to the unorganized sector, which includes small
companies and cottage industries. These are awarded with more tax relaxation and other
facilities, which is discouraging for the larger units.

•

The deteriorating political and law and order situation of the country is one of the major
causes of industrial downturns. Industrial activity cannot flourish in an instable atmosphere.

•

The working conditions for to the textile industry’s labour force are neither safe nor optimal;
moreover, wages fail to compensate workers for their hard work.

•

One of the major concerns of the industry is the lack of skilled human capital.

•

Double digit inflation has not only caused an increase in the cost of production but also a
decline in textile exports

Recommendations
Keeping in view the issues faced by the textile industry, the following are some policy
recommendations:
•

The concept of Reconstruction Opportunity Zones (ROZs) with the United States and a Free
Trade Agreement (FTA) with the European Union should be pursued.

•

Anti-Dumping Duty and other countervailing measures should be undertaken with a longterm perspective.

•

Tapping of new and non-traditional markets, along with the establishment of warehouses
and display centres, is suggested for better growth of textile sector. The Government should
provide maximum credit facility and tax concessions to industrialists and businessmen,
thereby assisting them in fulfilling their financial needs for sustainable business operations.

•

The adoption of modern technology for the harvesting of cotton crop is required to minimize
losses. All ginning units should be updated and modernized to improve quality and to
standardize the ginning system. Cotton standardization should be introduced immediately at
ginning stage to enhance lint quality to international standards.

•

Immediate arrangements are needed to replace the present poor quality seed with new and
promising varieties. An arrangement needs to be finalized on war footing basis to introduce
high quality cotton seeds in Pakistan, with the target to increase cotton production up to 20
million bales in next 3 to 5 years.
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Gas tariffs for textiles units should be stabilized at the current level, at least for the next 3 to
5 years. Coal-based power generation should be explored on priority basis, utilizing the
abundant availability of coal reserves.

•

Small and medium enterprises (SME) and labour-intensive industries should be more
focused upon as compared to larger industries, due to the low start-up capital requirement.

•

By establishing tax free industrial zones and introducing tax holidays, the Government can
attract and facilitate both local and foreign investors.

•

The Government should take strict and swift actions to impose the rule of law and stability
in the country, for providing a safer business environment for the industry. The media can
play a vital role in projecting a softer and safer image of Pakistan to the international
community and foreign investors.

Conclusion
Pakistan’s textile garment industry has been facing tough issues since the previous decade.
The global recession has affected the textile industry internationally. Serious domestic concerns,
such as political instability, terrorism, increased interest rates, the energy crisis, electricity traffic,
devaluation of the Pakistani Rupee, soaring costs of raw materials, the removal of subsidies, and
increased costs of doing business, have further deteriorated the industry. Increased energy costs,
instigated by the energy crisis; expensive imported raw materials, a consequence of the devaluation
of the Pakistani Rupee; general inflation; and the high interest rates of loans have severely
hampered the output and growth of the textile sector. Lack of research and development, and
outdated technology and machinery adds to the dismal situation of textile and garment production.
In light of the above discussion, the Government holds the greatest responsibility to carry
out affirmative and remedial policy revision that can assist in the revitalization of the deteriorating
textile industry. On the other hand, industrialists need to focus on producing value-added, high
quality end products; capitalizing on emerging opportunities by adhering to global best practices;
and adapting to rapidly changing technologies and better supply chain management, while trying to
reach global value chains to realize a greater magnitude of exports and foreign exchange.
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Chapter 3
Survey of the Textiles and Apparel Sector
Introduction and Methodology
A comprehensive questionnaire-based survey has been conducted for the textiles and
apparel sector of Pakistan. Ninety manufacturers of the sector were approached for this survey and
the textile hubs of the country, namely, Lahore, Faisalabad, Karachi and Sialkot were chosen for this
study.
Most of textile industry is based in the two provinces of Punjab and Sindh. Lahore,
Faisalabad and Sialkot are situated in Punjab while Karachi, the industrial hub of Pakistan, is the
provincial capital of Sindh. The main reason behind the concentration of the textile industry in
Punjab and Sindh is the ample availability of raw materials (fine cotton and yarn) in these provinces.
For sampling, the top 150 manufacturers and exporters of textile and apparel sector were
shortlisted according to the data received from the Pakistan Bureau of Statistics. Using the stratified
sampling technique, 90 manufacturers and exporters were approached to gather responses on a
prudently designed questionnaire. The survey covered all significant aspects pertinent to the textile
sector, including the nature of firms, export and import destinations, labour, bottlenecks,
opportunities and suggestions for development, etc. Each of these aspects is explained below in
detail.

Nature of Business
Respondents were asked about the nature of business of their firms. Various categories
were assigned in the questionnaire, keeping in view the prevailing trends and demands of the
market, to understand the nature of business. The categories were classified as:
1. Trading
2. Manufacturing
3. Multinational company
4. Manufacturing cum trading
5. Others (to be specified).
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Figure 1: Nature of the Business

Nature of the Business
Multinational
Others company
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Trading
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in which local business
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products is included.
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Manufacturing
cum trading
45%

Manufacturing
40%

Statistics for the nature
of business show that
45%

of

the

total

respondents fall in the
“manufacturing cum trading” category, 40% fall in the manufacturing category, 12% are engaged in
trading, 2% are selling their products domestically, while 1% are a part of some multinational
business chain.

Firm Location and its Importance
The

firms

shortlisted
study

for

were

this

selected

Figure 2: Firms’ Location Wise Frequency

Firms' Location Wise Frequency

randomly from different
areas of Pakistan. The

Lahore
31%

cities selected for this
study are considered as
the textile hubs of the

Faisalabad
50%

Karachi
15%

country. Out of the total
ninety firms, 50% are
based

in

Faisalabad,

30% are operating in

Sialkot
4%

Lahore, 15% are functioning in Karachi and 4% are operating in Sialkot. Most of these cities are
located in the province of Punjab. Punjab is blessed with fertile land and is the largest cotton
producer in the country.
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Figure 3: Importance of Location
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easy cheap and easy availability of inputs, 5.6% firms declared high demand for inputs as the basis
for firm location, 34.4% firms gave importance to good infrastructure in the city, while only 7.8% of
the total firms cited the availability of skilled labour as the basis for their choice of location.
However, 16.7% firms in the sample mentioned reasons other than the given options in the
questionnaire, declaring the location of their family business in the said city, and limited access to
other areas as their main motives behind establishing business in a specific location. Some
respondents were of the view that due to the small scale of their business they were unable to move
to the most favourable locations.
Variation also exists within the same city in terms of the selected location. 39% of the firms
based in Lahore were of the view that the location is mainly important because of the cheap and
easy availability of inputs, whereas 43% of the Lahore-based firms credited good infrastructure as
the most important factor affecting the choice of location. Detailed statistics of each city are given in
Table 5.
Table 5: Firm Locations
Lahore Karachi Sialkot Faisalabad Total

Importance
of Location

Cheap and Easy Availability of Inputs

11

4

0

17

32

High Demand for Output

1

3

0

1

5

Good Infrastructure

12

5

1

13

31

Availability of Skilled Labour

1

0

3

3

7

Others

3

1

0

11

15

28

13

4

45

90

Total
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As is evident from the table, 35% of the total firms based in Karachi cited the cheap and easy
availability of inputs, 38% of the firms mentioned good infrastructure, and 18% of the total firms
declared high demand of outputs as the key motive behind setting up business operations in Karachi.
In Sialkot, most of the firms mentioned the availability of skilled labour as the most important reason
for choosing the city.
Firms based in Faisalabad also gave a varied response on the importance of location. 38% of
the total firms located in Faisalabad rendered cheap and easy availability of inputs as an important
factor while another 29% cited good infrastructure as their basic reason for setting up operations in
Faisalabad. Finally, 24% of the total firms acknowledged family setup in the city as the major reason
behind operating their firms in Faisalabad.

Exports Destinations
Pakistan exports its textile products to a number of international destinations. Europe is the
top export destination of Pakistan’s textile exports. In the survey conducted, respondents were
asked about their top three export destinations. The results revealed that America is the top export
destination for 24% of the firms approached for the survey, 22% of the total firms export to the
United Kingdom, 17% of the total firms export to Germany, 17% to China, 13% to France, while the
remaining 7% of the total firms export to other countries of the world.
Survey results show similar responses in terms of the 2nd top export destination of firms
where 28% of the total firms mentioned United States as their 2nd most important export
destination, 17% of the firms cited China, 16% stated the United Kingdom, 15% marked Italy, 9%
highlighted France, while the remaining 15% of the total firms mentioned various countries,
including Norway, Switzerland, Russia, Denmark, Ukraine, Thailand, Taiwan, Spain, Mexico and
Venezuela as their 2nd main export destinations. As regards the 3rd largest export destination, most
of the firms mentioned USA, UK, Canada, China and Germany in the responses.

Problems Faced in Exports
This study attempts to highlight the problems faced by textile industrialists regarding
exports. Several options were provided in the questionnaire featuring the likely problems of
businessmen. The largest proportion of the total respondents (36%) that export to Europe, China
and the USA, highlighted cited the low level of available information and assistance offered by
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administrative authorities as the foremost impediment to the effective export of products. Nontariff barriers were reported as another major difficulty experienced by 27% of the textile firms
under study.
17% of the firms cited the high costs of transportation as the major problem faced in the
domain of exports. The majority of respondents currently export their products to the United States.
11% of the firms, most of which export to Europe, indicated high tariff rates as a significant problem
faced while exporting.

Destination-Specific Non-Tariff Barriers
Figure 4: Problems Faced in Exporting
A very common issue
being faced by almost every
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Several visa issues had been faced by some of the respondents after the 9/11 incident,
specifically where European countries were the main export destinations. However, now, these visa
issues have been resolved to a great extent. The other problem faced by exporters of readymade
garments to the EU is the rapidly changing fashion trends and designs. In order to stay abreast with
these trends, firms are restricted to produce and export at a slower pace, which can sometimes
result in the late completion of orders and increased production costs.
A few exporters blamed the commercial missions in Europe and USA for not providing
proper information and assistance in exporting procedures. These exporters suggest that
commercial missions abroad should conduct seminars and expos where Pakistani textile and apparel
items can be showcased to European buyers and importers.
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Import Provenance (Inputs)
The inputs used in textile production are mostly produced locally. However, some firms are
importing raw materials from different parts of the world. These imports mostly include machinery,
chemicals, dyes, colours and polyesters.
Figure 5: Major Import Destinations
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such as dyes and colours. Germany was quoted as the 2nd top leading import destination by some
firms, particularly for the import of high-tech machinery (which, according to these firms, is more
energy-efficient and economical). Both Taiwan and Japan were the most critical import destinations
for 14% of the firms, mainly for the import of processing machinery used in the textile sector. 6% of
the firms claimed to be importing dyes, colours and a few chemicals from India.

Labour
On the question of whether textile firms employ skilled or unskilled labour, 85% of the
respondents stated that they use skilled manpower, while the remaining 15% admitted that they do
not (Table 6). Various reasons, represented in the chart that follows, were given by these firms for
the unavailability of skilled labour.
Table 6: Skilled Workers’ Availability
Skilled Workers’ Availability
Total

Yes

77

No

13
90
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Figure 6: Reasons for the Unavailability of Skilled Labor
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to learn new concepts related to work, and how to use new machinery, etc. 13% of the respondents
said that they are deficient of proper training staff at their factories that could train the labour force.
Lastly, another 13% of the firms stated that skilled workers refrain from joining the industry because
of the lack of sufficient incentives and salaries.

Energy Backup
When asked about the alternative energy sources used in case of load shedding, 75
respondents out of 90 gave the following responses:
Table 7: Alternative Energy Sources
UPS
Used Backup System

Fuel
52
Generator
Other

Total

1

22
75

About 70% of the firms confirmed the use of fuel generators in the hours of load shedding to
keep production processes running, while the remaining 30% stated that they use other alternative
energy sources such as the UPS, small power plants, natural gas or coal energy, during the load
shedding hours.
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Increase in Production Costs Resulting from the Use of Alternative Energy Sources
The above delineation exhibits the impact of recurring electricity shortages in increasing the
percentage of operation costs of the firms researched. Out of the total sample only 30% of the
textile firms responded that recurring electricity shortages have no effect on the operating cost of
their firms. 20% of these firms responded that operational costs have increased by 100% owing to
electricity shortages. However, only one textile firm claimed that the cost of its operations has
increased by 200% because of the recurring electricity shortages. These results clearly show that
electricity shortages have a significant effect on the production costs of the textile industry.
The survey also tried to assess the impact of load shedding on the labour force engaged in
the textile sector, and the increase in labour cost due to load shedding. As per the responses
gathered, 30% of the total firms stated that their workers remained idle for 3 to 5 hours a day due to
perpetual power shortages. Further, 50% of the 90 respondents responded that their workers had to
sit idle, 1 to 3 hours a day, during power outages. The survey revealed that power shortage in the
country is causing to inflate the labour costs of the textile industry, ultimately resulting in the
increase in overall production costs and a weakening of the competitiveness of Pakistan’s textile
sector in the global market.

Performance of Different Departments
The survey attempted to find out the actual efficiency of different government departments
that are supposed to facilitate industrialists, businessmen and exporters of the country. In the
survey, these departments, including the Tax Department, banks, TDAP (Trade Development
Authority Pakistan), the Chamber of Commerce and provincial authorities, were evaluated by
relevant stakeholders in order to gauge the effectiveness of their work. According to 13% of the total
firms in the sample, the Tax Department is highly efficient in its operations. About 55% of the firms
stated that the Tax Department is only efficient in its operations; 21% responded that Tax
Department is slightly efficient; while the remaining 11% were of the view that the Tax Department
is entirely inefficient in its work.
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Figure 7: Performance of Different Departments
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current banking operations as highly efficient. About 40% of the textile firms rated banking
operations as efficient, 9% of the total firms rated them as slightly efficient, while only 3% firms out
of a total sample size of ninety, ranked them as entirely inefficient.
Out of a total sample size of 90 textile firms, 16% of the firms rated the efforts and
operations of TDAP as highly inefficient. 40% of the firms ranked the performance of TDAP as
efficient. However, 25% of the firms in the sample rated the contribution of TDAP as slightly
efficient. Conversely, 13% of the textile firms rated the performance of TDAP as entirely inefficient.
From the total sample, 42% of the textile firms rated the efforts and operations of the
Chambers Of Commerce as highly inefficient, 40% of them rated the efficiency of the Chambers as
efficient, 10% of them rated the performance of the Chambers as slightly efficient, while 7% of them
rated the working of the Chambers of Commerce as totally inefficient.
Only 5% textile firms of the ninety voted in favour of provincial authorities for being highly
efficient, whereas 44% of them rated their performance as efficient, 25% as slightly efficient, and
21% as entirely inefficient.

Impacts of Social Limitations on the Logistics Environment
In the survey, firms were asked about various social limitations and their impacts on the cost
of operations. Different issues that are expected to be faced by the firms operating in Pakistan were
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prelisted in the questionnaire, following which, respondents were asked to identify how significantly
each of these factors results in inflating their costs of production/operation.
First, firms in the textile industry were asked about the effect of “corruption in the country”
on their costs of production and operations. Out of a total sample size of ninety, 48% of firms rated
the impact of corruption as highly significant in increasing their costs of production and operations.
32% of the total textile

Figure 8: Social Limitations and their Imapcts on Cost of Operations
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insignificant factor in increasing their costs of production and operations.
Similarly, firms were asked about the impact of the prevailing “injustice in the country” on
their costs of production and operations. 26% out of the ninety textile firms rated the effect of
injustice on their costs as highly important, 46% of them ranked the effect as important, 18% rated
the impact of injustice as slightly important while the last 10% rated the effect and impact of
injustice on their costs of production and operations as completely unimportant.
Firm responses varied as regards the effects of “bribery in the country” on their costs of
production and operations. Out of the total, about 50% of the textile firms rated the effect and
impact of bribery in inflating their costs of production and operations as highly important, 26%
ranked the effect as important, 12% rated the impact as slightly important, while the balance 5% of
textile firms disregarded the role of bribery in escalating costs.
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Respondents from the textile industry also revealed their views on the effects of “terrorism
in the country” on operational costs. Out of the total sample size, 45% of the textile firms rated the
effects of terrorism as highly significant, 25% as significant, 18% as slightly significant, and 12% rated
the impact of terrorism on operational costs as entirely insignificant.
Firms responded differently when questioned about the effect of the “lack of infrastructure”
on their costs of production and operations. 28% of them ranked the effect and impact of the lack of
infrastructure on their costs as highly significant, 42% rated the effect as significant, 22% rated the
impact as slightly significant, whereas only 3% classified the effects as completely insignificant.
Summarized firm responses for this part of the survey are shown in the following table:
Table 8: Impact of Social Limitations
Lack of

Corruption

Injustice

Bribery

Terrorism

Highly important

43

24

49

42

26

Important

29

44

25

22

41

Slightly important

12

15

12

16

21

Not important

6

7

4

10

2

Total

90

90

90

90

90

infrastructure

Policy Recommendations
In the survey conducted for this study, respondents were also asked to rate the possible
impact of various policy recommendations on the betterment of the export and working
environment of the textile sector. Different policy recommendations under consideration included
one window operation (performing all the tasks by the single person at one time, I.e. dealing with
customers and other institutions), cooperation between concerned authorities, improvement of port
infrastructure, and the electronic processing of documents. Firm responses, pertaining to each of
these considerations, are as follows:
Out of the total sample, 74% of textile firms rated the “electronic processing of documents”
as very important for their operations. 13% of the firms were of the view that electronic processing
of documents has a moderately important effect on their operations. Only 2% of firms rated the
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electronic processing of documents as having no effect on operations, while 6% stated that the
former factor only has minor importance with regard to the firms’ operations.
In the case of “coordination between concerned authorities”, of the total sample size of
ninety, 50% of the firms rated the factor as very important for their operations. 36% of the firms
rated the factor as moderately important, while 13% of firms only gave it minor importance.
Figure 9: Impacts of Various Policy Recommendations
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In the responses gathered for the expected efficiency and need of a “one window
operation”, 55% of textile firms rated one window operations as very important for their operations,
25% rated one window operations as moderately important, 12% gave the operations minor
importance, whereas, the last 4% of textile firms rated one window operations as having no effect
on their operations and efficiencies.
Respondents from the industry were also asked about the impact of “improvement in port
infrastructure” on firm operations. 42% of textile firms rated the improvement in port infrastructure
as very important for their operations. Similarly, 40% of textile firms rated port infrastructure as
moderately important for their operations. 12% of the firms, however, regarded port infrastructure
as having minor importance while 4% of textile firms rated port infrastructure as completely
insignificant for their operations.
While sharing their views related to the “improvement of inland transportation”, out of
ninety textile firms, 38% rated inland transportation as very high in importance for their operations.
43% of these firms ranked inland transportation as moderately important for their operations. On
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the other hand, 12% of the firms rated inland transportation as having minor importance, while 4%
categorized it as having no effect on company operations.

Future Endeavours
Firms were asked about their future endeavours aimed at expanding business and increasing
exports, in order to gauge the future priorities of the overall textile sector. The different ideas that
emerged as a result are as follows:
Most of the textile firms asserted that they fail to achieve economies of scale, owing to the
domestic issues of energy shortages and the deteriorating law and order situation that result in
increased production costs. This ultimately affects the competitiveness of Pakistan’s textile products
in international markets. The textile firms of Faisalabad, Lahore and Karachi are planning to create
their own energy resources to meet the demand of their buyers abroad.
A few firms expressed no confidence in their future because of the increasing costs of
energy in the country. They claimed that under such circumstances it becomes complicated to draw
a concrete future roadmap and to assure the continuity and reliability of its operations.

Government Help
When textile firms were asked about the kind of help they require from the Government to
improve their operations, the majority of them suggested that the State should provide an
uninterrupted energy supply for their production processes. The overall feedback received from the
respondents is as follows:
38% of textile firms perceived energy shortage to be the main factor creating obstacles in
the way of achieving operational efficiencies. 10% of the firms considered research and
development and rebate to be the prerequisites of achieving operational efficiencies. 9% of the
textile firms desired tax and tariff evasion, 8% of them asked for non-discriminatory benefits to be
given to exporters, 17% highlighted the need for better marketing facilities and the proper
functioning of regulatory bodies, and lastly, 12% of the firms regarded the need of reforms to
improve the law and order situation of the country as the most critical form of assistance to be
provided.
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Suggestions
The firms also gave suggestions to the Government to increase the efficiency of their
businesses. 25% of the textile firms suggested that the Government should invest in exploring new
markets and develop the infrastructure to increase operational and export-led growth. 26% of the
textile firms proposed the introduction of reforms for the deteriorating law and order condition of
the country. 34% of them recommended the provision/availability of uninterrupted energy
resources to increase operational efficiencies, while another 15% suggested a reduction in duties,
the facilitation of exporters for prospective export growth, investment in R&D funds and the
establishment of new training centres. Improvements in transportation facilities, and the grant of
relaxation to SMEs, were also among the key recommendations floated by the textile firms
surveyed, aimed at increasing local and foreign investment opportunities.

Chapter 4
Pakistan-Japan Textile Trade
Introduction
Japan has the third largest economy in the world, behind United States and China. According
to the IMF, Japan’s per capita GDP is near USD 34.739. However, over the decades the country’s
economy has entered into a deflationary spiral, displaying poor economic performance. The
Japanese economy suffered from a severe unrest in the late 1980’s, but ever since then it has
succeeded in restructuring and building a new foundation for growth.
Japan is an industrialized state that unfortunately lacks natural resources/raw materials and
relies heavily on exports to pay for its natural resources imports. In comparison, Pakistan lies in the
category of developing countries, lacking technology but endowed with natural resources, fertile
agricultural land, and raw materials. Analyzing the differences in given natural resources and
economic backgrounds of Pakistan and Japan, it is clear that both the countries have a high potential
for mutual economic growth via trade and investments.
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History
Economic relationships between Pakistan and Japan started to develop in the 1950s, when
Japan was able to extend credit to Pakistan. During this era, Pakistan became a strong trading
partner of Japan, second to the United States. Pakistani cotton and jute was being exported for mills
in Osaka and soon Japan became the largest export partner of Pakistan. Unfortunately, exports to
Japan dropped in the later part of the 50s, when Japan returned to postwar textile electronics.
Nevertheless, Pakistan had a lot to learn from the Japanese textile experience and their state of the
art blending technique; Pakistan also imported numerous textile machines from Japan during this
period. Currently, Japanese textiles market has been demonstrating record low performance; this is
attributed to the fact that the overall Japanese economy has been subject to slow growth in the
recent years.

Overview
Table 9: Main Economic Indicators

Real GDP
Contribution of domestic demand
Contribution of private demand
Private consumption expenditure
Private residential investment
Private non-residential investment
Contribution of public demand
Government consumption
Public investment
Contribution of external demand
Exports of goods and services
Imports of goods and services
Nominal GDP
Unemployment rate
Number of employees
Consumer price index
Domestic corporate goods price index
Industrial production
GDP deflator

FY12
(actual)
+1.2
(+2.0)
+0.9
+1.6
+5.3
(-1.4)
+1.1
+2.2
(+15.0)
-0.8
-1.3
+0.3
+4.3
+0.2
-0.3
-1.1
-2.9
-0.9

FY13
(estimate)
+2.8
(+2.5)
(+1.7)
+2.1
+7.8
+1.9
(+0.8)
+1.5
+9.2
(+0.3)
+5.2
+3.1
+2.6
+3.9
+0.9
+0.5
+1.7
+3.2
-0.2

FY14
(forecast)
+1.0
(+0.4)
+0.5
-3.3
+4.9
(+0.6)
+3.1
+3.7
+0.6
+3.3
+4.0
+2.1

Source: Macroeconomic Affairs Division Economic and Industrial Policy Bureau Ministry of Economy, Trade
and Industry Japan
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Current Trends
The business environment surrounding the textile industry remains in a challenging
situation. Most of the indicators of activity — such as production, consumption and trade — stand
on much lower levels than where they were before the Lehman bankruptcy. In addition to all this,
the debt crisis in Europe still lingers as a major concern for future.
The overall condition of the textile industry is still problematic; in particular, the conditions
of small and medium sized enterprises in the production centers are miserable. On the brighter side,
the shift towards liberalization will most definitely provide new opportunities for the Japanese
textile industry, where the free trade agreement between Japan, China, South Korea, European
Union, and the Environmental Protection Agency will act as a trade booster. Moreover, Japan’s
textile industry is likely to grow along with the Asian and emerging countries, and is expected to
further expand the commercial distribution in the international markets.
The textile industry in Japan now has to cooperate in an integrated environment and survive
as a global industry, playing a leading role in the reconstruction process. To this end, the local textile
industry of Japan has to deal with sophisticated materials and fashions, as well as global
environmental issues through the use of high technology, high sensitivity, and proactive efforts to
promote values throughout the world.
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Table 10: Information about the Economy of Japan

Industries
Japan is among the world's largest and technologically advanced producers of motor
vehicles, electronic equipment, machine tools, steel and nonferrous metals, ships, chemicals,
textiles, and processed foods.
Exports:
USD 773.9 billion (2012 est.)
Exports - commodities:
Motor vehicles 13.6%, semiconductors 6.2%, iron and steel products 5.5%, auto parts
4.6%, plastic materials 3.5%, and power generating machinery 3.5%
Exports - partners:
China (18%),
US (17.7%),
South Korea (7.7%),
Thailand (5.5%),
Hong Kong (5.1%)

(2012)

Imports:
USD 830.6 billion (2012 est.)
USD 794.4 billion (2011 est.)
Imports - commodities:
Petroleum 15.5%, liquid natural gas 5.7%, clothing 3.9%, semiconductors 3.5%, coal
3.5%, and audio and visual apparatus 2.7% (2011 est.)
Imports - partners:
China (21.3%),
US (8.8%),
Australia (6.4%),
Saudi Arabia (6.2%),
UAE (5%),
South Korea (4.6%),
Qatar (4%)

(2012)
Source: World Fact Book
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Japanese Market Perspective
Tariff rates
The manufacturing sector operated with a simple average MFN tariff of 3.6% for industrial
products (HS25-97) in year 2012, compared to 15.3% for agricultural products (HS01-24), and an
overall simple average MFN rate of 6.3%. However, tariff rates for T&C products, leather products,
and footwear are significantly higher (Trade Policy Review report by the Secretariat Japan, 2013).
Textile markets
Japan has a huge demand for textile products; the country’s imports of textile, clothing and
towels are worth more than USD 20 billion. Pakistan should capitalize on this valuable opportunity of
trade in textile products with Japan. At present, nearly 85 % of the textile items imported by Japan
are sourced from China.
Spinning and Weaving Industry
This particular industry has displayed significant growth potential. In year 2003, the volume
of chemical fibers produced in Japan amounted to 1.316 million tons, up by 7.1% over the previous
year.
Fibers
Unfortunately, at the same time (year 2003) the production of cellulose fibers was
approximately 159,000 tons, down 2.1% from last year. Domestic production of synthetic fiber has
been reduced by three-quarters compared to the maximum volume of production in 1997. The most
prominent reason that led to this substantial drop in production volume is the increase in imports of
low-cost products from China, and, to some extent, the recent trend among Japanese manufacturers
of shifting production bases to China.
Import of textile products
Japan’s textile industry has witnessed a significant increase in the imports of textile
products, such as clothing. The proportion of secondary products imported rose from 75.8% (in
1990) to 89.4% (in 1995). China is the largest supplier of textile products to Japan, accounting for
64.3% of the total Japanese imports.
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Textile manufacturers
In order to compensate for the low productivity of textile equipment, and the overall textile
sector, Japanese textile mills started focusing resources towards the administrative divisions such as
spinning and weaving, which were showing higher growth potentials. Reviewing their operations,
textile manufacturers concentrated their efforts on reducing non-profitable areas and transferring
production bases abroad.
Clothing (garments) industry in Japan
Since the early 1990s, Japan’s garments industry has been stagnant, except for a slight
recovery in recent years. Japanese textile companies chose to strategically develop through
concentration with high-value added commodities. With high value-added, crafted and designed
products in Japan, the Japanese industry has been focusing on what Chinese fiber enterprises do not
produce.
The Japanese apparel industry has been committed to developing high value-added
products, crafts, and designs. Many Japanese garment factories have a branch in China, and other
countries, processing sales of clothing, fashion designing, technology, and other base and in staff
production base abroad. The design and the process have improved over the recent years, in order
to modernize the Japanese clothing industry.
An enormous chunk of the clothing industry of Japan transferred its production to China in
order to better deal with increased competition, not only by reducing production costs but also by
lowering its logistics and management costs.
Japan heavily depends on China for its low labor costs and fast delivery times; however, the
only disadvantage is the high cost of transportation. In order to reduce this cost, Japanese clothing
companies have recently shifted to other parts of Southeast Asia, notably starting production
efforts, and setting up production bases and subsidiaries in Thailand, Vietnam and Burma.
Japan’s clothing industry for its innovative design and good quality became an
internationally recognized independent leader in the textiles and clothing industry. Making
advantage of China’s lower price labor, Japanese industries have delocalized their production in
China, their closest neighbor in Central Asia, in order to reduce their production costs by doing so
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the Japanese clothing industry has aligned itself with the international strategy of lowering
production costs by delocalizing in cheaper production markets.

Japan's overall exports to the world

Figure 10: All products
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The figure above shows Japan’s total export to the world. As a growing economy, Japan
witnessed exponential growth in exports to the world from year 2001 to 2012, with only a few
nominal declines in between. Japan has achieved high levels of production efficiency through
investing in advanced technology, innovation, and finding new techniques of production; introducing
new capital and factor specialization techniques which led to increase in the overall production of
Japanese economy. The country has been able to develop its industrial sector, protect the smaller
agricultural sector, and empower the efficient services sector; therefore, all these sectors are
performing incoherence, with high levels efficiency and are yielding maximum outputs.
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Figure 11: Export Quantity Index (Seasonally adjusted)

Source: Macroeconomic Affairs Division Economic and Industrial Policy Bureau Ministry of Economy, Trade and
Industry Japan

Looking at the figure above, the following conclusions can be made:
•

Japan’s total exports went from steady growth (in 2010) to a sharp decline (in the start of
2011), followed by partial recovery (in the latter part of 2011), and a steep decline (in 2012).
However, from the start of 2013, Japan has witnessed a decent upward movement in
exports.

•

By region, exports to Asia have been on a slightly decreasing trend, exports to the U.S. have
been moving along the same level, and exports to EU have been subject to decline (except
showing signs of improvement in the latter part of 2013).

•

As for the short-term prospective, exports are expected to grow, given the steady nature of
international economies and the depreciation of Yen.

Policy Reform to Enhance Export Competitiveness in Leather and Textile Garments

57

Japan's Overall Imports
Japan’s overall imports, for the past 10 years, have hovered between USD 3.4 billion and
USD 8.8 billion. The table below reveals that the imports have been growing with an increasing trend
from year 2001 to 2008. However, in year 2009 Japanese Imports faced a sharp decline at the hands
of the global financial crisis. After the crisis, when the general economy recovered, room for further
expansion of consumption was created, which led to an increase in imports from year 2010 onwards.

Table 11: Japan’s Imports from the World
Japan's Imports from World
All products
2001

349,300,362

2002

337,608,873

2003

383,451,985

2004

455,253,850

2005

515,866,388

2006

579,063,945

2007

622,243,336

2008

762,533,921

2009

551,984,751

2010

692,620,567

2011

855,380,474

2012

885,843,335

Conversely, as the imports increased the Japanese textiles and apparel industry’s output
decreased. Since higher imports translate into lower demand for domestic products. The existence
of the domestic industry has been seriously threatened by the growing volume of imports, especially
in textile and apparel sectors.
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Figure 12: Japan’s Total Imports from the World
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The figure above exhibits the total imports of Japan from all over the world, between years
2001 to 2012. Japans total imports experienced steady growth from year 2001 to 2008, followed by
a sharp decline in 2008 to 2009. From year 2009 onwards, the country has witnessed a nominal and
stable increase in its total imports.

Japan's Overall Textile Imports
Japan’s total textile imports from the world, for year 2002-2012, are represented in a graph
form in the figure below. It is evident from this graph that the overall textile imports have
experienced a decline between the years 2001 and 2012, with a couple of improvements every few
years.
Textile products imported in Japan are divided into three major categories in the table
below, Cotton and its two components; Cotton not carded/combed and Cotton carded/combed. It
clearly shows that Japan’s Cotton imports have been on a declining trend since the year 2001.
However, there have been frequent upturns throughout the past decade but the overall level of
imports have fell to half of what it was in year 2001.
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Similar is the case with the ‘Cotton not carded/combed’ category of imports; it remained on
a consistent decline with a few nominal increases, for the years between 2001 and 2012. The highest
figures reported in the imports of this category were in year 2001 and the lowest ones in year 2012.
The category of ‘Cotton carded/combed’ experienced a steady increase in imports
throughout the decade (2001-2012). The table below shows that there were certain instances of
decline in this category’s imports, mainly in the years 2005, 2010 and 2012.
Table 12: Japan’s Textile imports from the World
Japan Textile imports from world
Year

Cotton

Cotton, not carded or combed

Cotton, carded or combed

2001

330,299

328,839

1,460

2002

254,127

251,282

2,845

2003

271,053

268,157

2,896

2004

281,093

277,207

3,886

2005

227,021

224,470

2,551

2006

200,265

196,911

3,354

2007

204,063

199,968

4,095

2008

218,492

211,954

6,538

2009

108,359

101,830

6,529

2010

150,326

144,362

5,964

2011

297,004

288,265

8,739

2012

157,012

150,459

6,553

Figure 13: Japan’s Overall Textile

Source: Trade Map
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Table 13: Trade Indexes of Textile Sector
Trade Performance Index (by sector): Japan (2011)
Indicator's Description
Number of exporting countries for the ranking in the

Textiles

Textiles

(Value)

(Rank)

133

sector

General Profile

Position in

1

Value of exports (in thousand USD)

8,035,333

2

Export growth in value, p.a. (%)

3%

3

Share in national exports (%)

0%

4

Share in national imports (%)

1%

5

Relative trade balance (%)

-6%

6

Relative unit value (world average = 1)

3.0

1

Net exports (in thousand USD)

-1,160,088

112

2

Per capita exports USD/inhabitant)

62.8

38

3

Share in world market (%)

2.80%

10

4a

Product diversification (N° of equivalent products)

49

14

4b

Product concentration (Spread)

5a

Market diversification (N° of equivalent markets)

5b

Market concentration (Spread)

1

Relative change of world market share p.a (%)

-1.5900%

1a

Competitiveness effect, p.a. (%)

-1.0000%

55

1b

Initial geographic specialisation, p.a. (%)

1.5800%

46

1c

Initial product specialisation, p.a. (%)

-1.0000%

94

1d

Adaptation effect, p.a. (%)

-1.1800%

85

2

Matching with dynamics of world demand

62

2011 for
Current Index

Change 2007 -

14
5

77
74

2011 for
Change Index

Absolute change of world market share (% points p.a)
Indicators
included in
chart

Average Index: Current Index

Average Index: Change Index

38
-0.0485%

122
36

35

Source: ITC
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Table 14: Exports of Japan - 52 Cotton (2011, in USD thousands)
Rank
Leading Partners

0
World

1
China

Export value reported
by country

782,547

Number of partner
countries

79

Exports to the reporting
partners

679,256

Non reported exports
as %

13.2

Number of reporting
partners

63

Mirror estimates Value

734,795

Mirror estimates Number of partners

79

Measure of discrepancy
- from detail
(0-100 %)
Scoring of discrepancy
Exports

3
Hong Kong,
SAR China
45,905

4
Malaysia

5
Thailand

423,790

2
United States
of America
64,995

30,738

18,684

423,790

64,995

45,905

30,738

18,684

426,634

69,259

50,740

49,131

22,646

5.7

0.0

3.0

5.0

23.0

10.0

Very
Low

Very Low

Very Low

Very Low

Average

Low

Source: ITC

Japan’s textile exports to the world and to its five leading export partners have been shown
in the table above. The total value of Japan’s textile exports to the world, as of 2011, stood at about
USD 782.547 million. As for the leading exports partners, the corresponding exports figures are as
follows: China, USD 423.790 million; USA, USD 64.995 million; Hong Kong/SAR China, USD 45.905
million; Malaysia, USD 30.738 million and Thailand, USD 18.684 million.
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Table 15: Imports of Japan - 52 Cotton (2011, in USD thousands)
Rank
Leading Partners

0
World

1
China

2
Indonesia

Import value reported
by country

1,144,065

280,470

Number of partner
countries

58

Imports from the
reporting partners

1,137,381

Number of reporting
partners

51

Non reported imports
as %

0.6

Mirror estimates Value

1,136,153

Mirror estimates Number of partners

48

Measure of discrepancy
- from detail
(0-100 %)
Scoring of discrepancy
Exports

4
Pakistan

5
India

189,000

3
United States
of America
143,292

114,658

109,943

280,470

189,000

143,292

114,658

109,943

310,158

185,508

135,705

110,586

94,126

5.5

5.0

1.0

3.0

2.0

8.0

Very Low

Very
Low

Very Low

Very Low

Very Low

Very
Low
Source: ITC

The table above shows Japan’s import of textile from the world and the leading trade
partners. The total value of Japan’s textile imports from the world, as reported in year 2011, was
USD 1,144.065 million. Japan’s import of textile from the leading trade partners: China around USD
280.470 million, Indonesia USD 189 million, USA USD 143.292 million, Pakistan USD 114.658 million,
and India USD 109.943 million.

Trade with Pakistan
•

In year 2012, the total volume of trade between Japan and Pakistan stood at USD 2.1
billion.

•

Exports from Pakistan add up to to approximately USD 0.43 billion, and imports from
Japan were recorded to be at USD 1.69 billion.
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•

The trade deficit stood at USD 1.26 billion, in favor of Japan.

•

A total of 76 Japanese companies are currently operating in Pakistan, out of which 49
are working in Karachi alone.

•

In Karachi, Japanese investments are mostly concentrated in industries related to
automobiles, motorcycles, steel mills, and closures.

Japan's Total imports from Pakistan
The figure and table below show Japans’ total imports from Pakistan between the years
2001 and 2012. From interpreting both these delineations, it is evident that the imports from Japan
were on an inconsistent rising trend from year 2001 to 2007. However, in year 2008 imports from
Pakistan saw an exponential increase, followed by an equally steep decline in year 2009.
Nevertheless, the imports level recovered quickly in year 2010 and continued to climb in year 2011,
and has only witnessed a slight setback in year 2012.
Table 16: Japan's Total imports from Pakistan
Figure 14: Japan’s Total Imports from Pakistan

2001

220,931

2002

151,681

2003

134,729

2004

170,530

2005

142,180

2006

208,705

2007

246,588

2008

436,677

2009

236,203

2010

353,054

2011

459,179

2012

427,146

Japan's Total Import From Pakistan

Import's Value

Japan's Total imports
from Pakistan
All products

Year

Source: Trade Map
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Table 17: Japan's Textile imports from Pakistan
Japan's Textile imports from Pakistan
Year

Cotton

Cotton, not

Cotton,

carded or combed

carded or combed

2001

222

222

0

2002

0

0

0

2003

137

137

0

2004

21

21

0

2005

0

0

0

2006

0

0

0

2007

0

0

0

2008

0

0

0

2009

28

0

28

2010

0

0

0

2011

0

0

0

2012

0

0

0

Figure 15: Japan's Textile imports from Pakistan
Japan's Textile imports from Pakistan

The figure and table above exhibit Japan’s total textile imports from Pakistan, for the years
2001 to 2012. Again, three categories of textile imports have been defined in the table above, i.e.
Cotton and its two components; Cotton not carded/combed and Cotton carded/combed.
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In the time period between year 2001 and 2012, Japan only imported Cotton from Pakistan
in years 2001, 2003, 2004 and 2009. The highest level of Cotton imported was in year 2001, and the
lowest being in year 2004.
Among the 4 years that Japan imported Cotton from Pakistan, Cotton not carded/combed
was imported in years 2001, 2003 and 2004. While Cotton carded/combed was only imported in
year 2009. Both, the figure and the table, clearly depict the deficiency of textile related trade
between Pakistan and Japan.
Table 18: Japan Trade balance with Pakistan
Imports

Exports

Trade Balance

2001

220,931

501,225

280,294

2002

151,681

716,510

564,829

2003

134,729

903,239

768,510

2004

170,530

1,239,284

1,068,754

2005

142,180

1,512,145

1,369,965

2006

208,705

1,759,476

1,550,771

2007

246,588

1,559,186

1,312,598

2008

436,677

1,456,281

1,019,604

2009

236,203

1,014,819

778,616

2010

353,054

1,316,930

963,876

2011

459,179

1,698,634

1,239,455

2012

427,146

1,691,271

1,264,125

Figure 16: Pakistan Trade Balance with Japan

Pakistan Trade Balance with Japan

Imports

Exports

Trade Balance
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Japan’s trade balance with Pakistan for years 2001-2012 has been shown in the table and
figure above. From Japan’s perspective, the trade balance has always remained positive, with Japan
exporting more compared to the value of goods that it imports from Pakistan. Analyzing the scenario
from Pakistan’s point of view opens up a discomforting picture; Pakistan has never achieved a trade
surplus with Japan in the past decade.
Bilateral trade has been recorded to be at USD 2.2 billion in 2011, largely tilting the balance
of trade in Japan's favor with USD 1.8 billion exports to Pakistan, against USD 0.6 billion imports.
However, with respect to overall trade volumes between countries, Japanese position as the highest
trading partner of Pakistan has been taken over by China in the recent years; Pak-China trade
amounts to nearly five times that of Pak-Japan trade.

Potential for Pakistan
Pakistan is already exporting garments to U.S. and European Union members; hence quality
is not a concern when entering the market of Tokyo. As a matter of fact, Pakistan’s manufacturers
are producing garments for leading brands such as: Levis, Hilfiger, Nike, Gap, Tommy Hilfiger, Chaps,
Russell and Ralph Lauren, Polo, Van Heusen, Calvin Klein, and Eddie Bauer. Scrutinizing the trade
figures between Pakistan and Japan, one can sense that there is a dire need for Pakistani exporters
to explore the Japanese markets in the field of fashion and textile industry, since these are the high
demand sectors of Japan’s economy.

Problems
•

Pakistan’s textile exports to Japan suffer due to the absence of bilateral trade agreement
between the two nations.

•

The stiff competition put up by the competitors in the global markets dented Pakistan’s
textile sector, which became uncompetitive in its traditional markets due to high tariff on
Pakistan’s textile goods.

•

Problems of NTBs prevail between the two countries.

•

Transportation of goods from Pakistan to Japan is a major challenge; since transporting
goods through air is considerably expensive and on the other hand, sea transportation is
time consuming.
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The R&D measures are inadequate; the prevailing fashion trends in Pakistan are out of date
and cannot be matched with the Japanese fashion industry. Above that, Pakistan’s textile
sector severely lacks value addition.

•

A lack of cultural festival organized between two countries.

•

Pakistan’s reputation among global trading partners has been suffering lately, at the hands
of issues such as terrorism, mismanagement, delays in shipments, substandard quality, high
level of corruption, etc.

Collaboration between Pakistan and Japan
•

The first phase can begin with both the countries conducting exploratory visits to study the
textile markets, trends, market accessibility, and opportunities.

•

In the second phase, Pakistan can arrange for the textile industry’s leading players to secure
joint ventures with Japanese companies, for the sake of promoting Pakistani textiles
products in Japan.

•

Top players of the textile industry of Pakistan should conduct meetings with Japanese
powerhouses such as Mitsui-Bussan Inter, Fashion Ltd, Sojitz Corporation, Marubeni
Corporation and Mitsubishi Corporation. Furthermore, they should visit Japan’s chain stores,
like Unqlo and Isetan, to learn their way of business and expand the level of cooperation
between the two countries.

•

There is a dire deed to develop linkages between fashion designing schools of Japan and
Pakistan.

•

Interactions between buying houses and the industry should be facilitated.

•

Focus on quality improvement of the textile production, specifically garment sector, by value
addition and improved branding efforts.

•

Fashion shows and exhibitions should be organized during the visits of other countries’
officials.

•

Textile designers from both countries should be exposed to the textiles and garments
industries of other countries of the world.

•

Exchange programs between the two countries, of youth and entrepreneurs working in the
field of textiles, should be promoted.
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Chapter 5
Leather Sector of Pakistan
Introduction
Based on a renewable and readily available resource, leather and its products are considered
among most highly-traded products of the world. The total annual worth of international trade of
leather and its products exceeds USD 80 billion and this amount is forecasted to grow exponentially,
owing to the expected increase in population and urbanization in developing countries. The
production and supply of leather and its products is gradually shifting from industrialized to
developing and emerging economies, with the latter becoming major players in international trade.
Developing and emerging economies are, in fact, managing the entire supply chain on their own,
rapidly gaining strides among the suppliers of value-added finished products. For example, about
45% of footwear is made in China and a great deal of trade in the contemporary supply chain
constitutes of South-South and South-North trade. Moreover, the least developed countries possess
remarkable growth potential because of their abundant livestock resources. However this enormous
potential has largely remained untapped, mainly due to weaknesses in technical prowess, access to
information, quality management, marketing techniques and international industrial alliances.

Leading Leather Trading Nations
Exporters
India and China rank among the top leather exporters of the world. China has a leather
production capacity of over 2 billion square feet. The country’s leather industry employs around 2.5
million people and has the largest resource of raw materials and livestock.
India is the second largest exporter of leather garments, exporting around 16 million pieces
per annum. In the 2008-09 time period, this segment of the Indian economy earned USD 425 million.
India is also the second largest exporter of footwear in the world, with a total share of 13% in the
international market. Footwear accounts for around 40% of India’s total leather exports.
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The World’s Top Leather Exporting Countries
This section highlights the top fifteen leather exporting countries of the world, from the year
2008 to 2012 (Table 19). The first row of Table 19 shows the total worth of global exports, which can
be seen as increasing over time.

Exporters
World
China
Italy
Hong Kong,
China
France
Germany
Viet Nam
Belgium
Spain
India
Netherlands
United States
of America
Indonesia
Brazil
United
Kingdom
Romania
Portugal
Thailand
Panama
Austria
Denmark
Slovakia
Pakistan
Turkey
Switzerland

Table 19: List of the Leading Leather Exporting Countries of the World
Exported
Exported
Exported
Exported
Exported
value in 2008
value in 2009
value in 2010
value in 2011
value in 2012
142,720,936
125,034,395
148,614,092
180,683,686
183,080,872
46,710,888
43,133,020
56,480,385
68,615,430
74,628,477
16,967,151
13,409,539
14,801,584
18,378,639
17,716,568
12,478,200
10,231,438
11,606,836
12,572,084
11,896,162
6,816,100
5,738,183
5,504,782
5,025,549
3,703,714
3,227,813
2,960,607
2,367,357

6,202,550
5,048,497
4,807,950
4,675,835
3,407,574
2,904,338
2,923,330
2,167,552

6,997,244
5,410,934
6,088,769
4,807,894
3,417,631
3,091,127
3,192,456
2,399,407

8,885,046
7,126,008
7,872,807
5,487,340
4,045,743
4,114,379
4,469,844
2,744,103

9,234,082
6,215,366
8,863,188
5,555,729
3,762,417
3,994,708
4,193,166
2,795,512

2,240,302
2,139,376
1,965,892

2,035,612
1,566,255
1,817,584

2,748,637
1,708,807
2,139,919

3,594,821
1,560,394
2,626,174

3,841,602
1,299,779
2,659,563

1,958,550
1,928,132
1,319,042
1,085,549
1,080,553
969,579
961,982
900,013
805,405
792,717

1,523,721
1,643,987
1,094,454
990,814
933,210
822,974
875,118
695,313
643,904
658,286

1,662,086
1,837,714
1,161,262
1,120,479
959,472
855,383
1,034,259
712,554
771,449
664,413

2,057,860
2,240,478
1,338,359
1,351,691
1,234,819
916,150
1,452,295
793,873
864,175
784,837

1,746,860
2,210,338
1,169,184
310
1,092,994
857,195
1,149,206
776,024
951,700
788,072

Values in thousand US Dollars

Source: ICT Trade Map

1

China is the renowned world leader of the exports of various kinds of leather and leather
products, with a significant world market share. The country, with its large production capacity, has
been on top of the list of exporting countries for the past decade. The chief leather products
produced in China include footwear, leather bags, leather garments, and other finished forms of
leather. Italy is the second in line, after China, in terms of the size of its market for leather goods.
Italy’s leather production is considered to be both, profitable and environmentally acceptable. The
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next contenders, Hong Kong and France, have nearly equal shares of the global market, and are
followed closely by Germany, India, Vietnam, USA, Belgium and the Netherlands. The total value of
Germany’s leather exports soared to its highest level in 2011, after which it witnessed a decline in
2012. Pakistan ranks number 13 among the top leather exporting countries of the world. The
country’s exports, from being reasonably high in 2008, witnessed negative growth in the years that
followed.
Importers
Around 80% of the total leather exports are made to developed countries, the chief
importers being Germany (with a 15% share of the global market), Italy (13%), the UK (12%), the US
(10%) and other Western economies (50%). Apart from leather garments and footwear, leather
gloves, bags and other fashion accessories are also widely exported to these countries.
The World’s Top Leather Importing Countries
Table 20 (below) shows the top fifteen leather and leather products importing countries of
the world, for the years 2008 to 2012. The first row of the table shows the total value of global
imports. It is evident from the table that USA tops the list, in terms of the total value of imports
(which include all types of leather and leather articles).
The total value of US leather imports has witnessed a substantial increase of 18%, from 2008
to 2012. Similarly, Japan, which ranks second on the list, is continuously increasing the number of its
imports with each passing year. The remainder of the top-15 list includes Hong Kong, China, France,
Germany, the UK, Italy, the Republic of Korea, China, Spain, Canada, the Netherlands, Belgium,
Russia, and Australia, in that particular order.
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Table 20: List of the Leading Leather Importing Countries of the World
Importers

Imported
value in 2008

Imported
value in 2009

Imported
value in 2010

Imported
value in 2011

Imported
value in 2012

World

152,989,389

133,752,643

156,256,745

181,997,224

181,217,786

United States
of America

31,281,952

26,795,619

32,451,904

35,363,982

37,375,371

Hong Kong,
China

10,357,057

8,505,365

10,051,622

11,369,747

10,823,225

Germany

10,260,235

9,351,601

10,527,068

13,129,632

11,795,113

Japan

9,760,898

9,241,858

9,979,586

11,192,660

12,181,766

France

9,411,855

8,488,159

9,266,608

10,797,514

10,745,541

United
Kingdom

9,031,791

8,093,058

9,099,587

9,864,744

9,266,209

Italy

8,812,785

7,768,183

8,700,334

10,097,261

8,836,219

Spain
Belgium

4,860,695
4,103,694

3,967,202
3,706,992

4,473,714
3,719,186

4,993,789
3,715,118

4,308,445
4,229,275

Russian
Federation

3,633,943

2,827,842

4,768,289

5,194,920

5,278,536

Netherlands

3,607,016

3,376,008

3,746,403

5,079,279

4,694,352

Canada

3,035,884

2,754,876

3,184,200

3,566,312

3,676,042

Switzerland

2,183,686

1,966,883

2,090,666

2,489,568

2,412,650

China
Korea,
Republic of

2,105,374
2,038,200

1,866,466
1,876,773

2,735,144
2,602,823

4,016,553
3,467,905

4,171,100
3,721,769

Austria
Australia

2,030,603
1,879,340

1,841,283
1,775,802

1,948,321
2,012,655

2,317,729
2,365,630

2,066,660
2,626,360

Values in thousand US Dollars

Source: ITC Trade Map
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The World’s Leading Leather Products Manufacturers
Tata International Limited
India, being the world’s leading manufacturer, trader and supply chain integrator of leather
products, exports to around 35 international markets. The Indian leather product portfolio chiefly
comprises of footwear, garments and other leather articles. Tata International Limited (TIL) is India’s
sole leather manufacturing firm known for its high quality and strong customer orientation. Tata has
built long-lasting associations with renowned global brands, such as Marks & Spencer, Aerosols,
Gabor, Zara, and Mango, among others. The company is rated as a world-class manufacturer of
leather products, with state-of-the-art production facilities located in India (Chennai and Dewas),
China, and Portugal. Along with being a stakeholder of Move-On-Shoes (a leading Portuguese
23

Trademap.org
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footwear retailer), Tata has also entered into a joint venture with Wolverine Worldwide Inc., for the
distribution of the CAT and Merrell brands of footwear in India.
Randa Accessories
Randa Accessories is a leading global manufacturer, distributor and marketer of a variety of
leather products, including belts, wallets, casual bags, luggage, briefcases, and other leather articles.
The company, which was incorporated in 1935, now has a ubiquitous global presence. Randa
manufactures and distributes its leather products under licences obtained from leading global
brands, such as Levi’s, Pierre Balmain, Billy London, Weatherproof, Ryan Seacrest, C9, Hathaway,
and Guess.
Berger Company
The Berger Company is famous among the world’s top suppliers of raw materials to the
leather and textile industries, with three manufacturing divisions, namely, Atchison Leather Products
Co., located in Atchison, Kansas; Berger Mexico, located in Leon, Mexico; and Berger Asia, located in
China
The company’s varied product portfolio encompasses saddle and tack leather; knife sheaths
for major cutlery companies; washable leather, and branded labels for blue jeans and clothing
businesses; leather trims for backpacks and luggage manufacturers; and leather and synthetic
parts/products for the U.S. Government and U.S. Postal Service.

Overview of the Leather Sector of Pakistan
The leather sector is one of the most important and vibrant industrial divisions of Pakistan.
The segment encompasses a vast number of small and large units, with more than 800 tanneries in
operation 24. The textiles and clothing segment occupies the largest share of the manufacturing
sector of Pakistan. Adjacent to this segment, Pakistan’s economy is also reliant on the export of
traditional agro-based products such as rice, and manufactured products such as leather goods, etc.
The leather segment is thus, the third most dynamic segment of Pakistan (subsequent to the textiles
and rice sectors).25

24

http://www.pakistantanners.org/about_us.html
http://www.pakistantanners.org/documents/pta_research_report.pdf

25
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The leather industry, in general, consists of six subsectors namely, tanning, leather footwear,
leather garments, leather gloves, leather shoes and uppers, and leather goods. The wide range of
diversification in leather products, specifically footwear and garments, yields great potential for the
multiplied growth of exports.
The leather sector of Pakistan is a vital source of job-creation, since most of the work
involved is labour-intensive in nature. Furthermore, Pakistan is endowed with an abundant source of
cheap labour, from which the leather industry directly employs close to 500,000 people. The
downside of the industry being so heavily dependent on manual labour is that there is an evident
lack of the technological modernization required to boost the production capacity of the sector. 26
Pakistan’s leather exports decreased by 3.94% in the year 2012, from USD 681 million in
2011, to USD 674 million in 2012 27. The leather sector of Pakistan is confronted with a number of
problems and competitive pressures in the global market; however, in terms of the quality of
products, Pakistan’s leather industry ranks second in world, behind Italy.

Production Capacity
At the time of the Independence of Pakistan, there were only a few small-scale tanneries
located in Karachi. More tanneries were established in Lahore and its adjoining areas in the 1950s,
following which a number of other units were opened in Hyderabad, Kasur, Sialkot, Multan, Sahiwal,
and Gujranwala in the 60s and 70s. Currently, more than 800 (small and large) tanneries, producing
fully finished leather products, are operating in Pakistan. However, these tanning facilities are being
underutilized due to the low availability of livestock. The smuggling of animals from Pakistan has
increased to 100,000 on a monthly basis, resulting in the inaccessibility of skins and hides for
domestic leather production. Nevertheless, the total requirement of skins and hides of the leather
industry is close to 900 million sq feet per annum. On the other hand, the import of raw materials
has also been restricted, owing to the imposition of higher export duties. As a combined result of
these factors, the installed tanning facilities are only able to utilize 60 to 70% of their total
capacity. 28

26

http://www.pakistantanners.org/about_us.html
http://thefinancialdaily.com/NewsDetail/153931.aspx

27
28

Smuggling of animal rising, by Amir Shafaat Khan , Dawn May 13, 2013
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Table 21: Total Production Capacity of the Overall Tanneries in Pakistan
Particulars

Estimated Production

Actual Production

Utilization Rate

Capacity
Tanned leather

90 Million Sq meter

60 Million Sq meter

67%

Leather

7 Million Pieces

5 Million Pieces

71%

Leather Gloves

10 Million pairs

5 Million pairs

50%

Leather Footwear

200 Million Pairs

100 Million Pairs

50%

Garments/Apparels

Leather Production Process
The leather production process is divided into three steps, namely, the preparatory
stage, the tanning stage and the crusting stage. In addition, the sub-process of surface coating may
also be added to the sequence, depending upon the requirement.

Preparatory Stage
During the preparatory stage the skin/hide is prepared for tanning, by removing unnecessary
components from the raw skin.

Tanning Stage
In the tanning stage, the proteins of the raw hide/skin are modified to stable forms that do
not decompose and are transformable into a variety of end products. The main difference between
raw and tanned hides is that raw hides, when dried, form a hard nonflexible substance that rots
upon soaking; on the other hand, tanned hides, when dried, change into a flexible material that does
not decay on becoming wet.

Crusting Stage
Crusting is the third stage of the production process that initiates after the skin/hide has
been thinned and lubricated. The colouring operation is usually a part of crusting sub-process.
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Surface Coating
Surface coating is the last, usually optional step that completes the leather production
process. 29

Location of tanneries and manufacturing units in Pakistan
From a demographic perspective, the leather industry of Pakistan is clustered in a few
regions. Currently, there are more than 2500 (registered and non-registered) tanneries and footwear
manufacturing units operating in Pakistan. The number of registered tanneries has grown in the
recent past (from 529 in 1999, to 600 in 2003, with a current standing of 725 units), following the
overall expansion of the industry, the influx of modern technologies in Pakistan, and the increase in
the global demand for leather garments. These facilities are found scattered throughout the country
in the industrial hubs of Karachi, Hyderabad, Lahore, Multan, Kasur, Faisalabad, Gujranwala, Sialkot,
Sahiwal, Sheikhupura and Peshawar.

Categories of Leather
The leather sector is broadly divided into the following categories:
Table 22: HS-Code - Leather Sector
S. No

Leather Products

Number of Tariff Lines at HS-6
Digit

1

Leather Garments & Gloves

5

2

Leather Footwear

9

3

Leather Goods

i

Industrial

3

ii

Consumer

17

4

Finished Leather

i

Leather Hides

4

ii

Leather Skins

8

iii

Other Leather

6
Source: ITC Trade Map Definitions of HS

29

http://en.wikipedia.org/wiki/Leather_production_processes
Trademap.org

30

30
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Sources of Raw Material
The leather industry of Pakistan relies on the use of local raw materials, which are both,
cheap and easily accessible. The basic raw materials required for the production of leather are skins
and hides, which are by-products of the meat industry (mainly because meat has more economic
value than skins/hides). These skins and hides are also used in the production of other goods, such
as glue and gelatin. Pakistan ranks among the top meat consuming nations of the world; thus the
skins produced by the slaughtering of animals serve as the backbone of the leather industry. The
animals that are most widely consumed include cows, buffalos, goats and sheep; each of these
animals has unique characteristics and is used for the production of different kinds of leather
products.

Buffalo
The buffalo is the most abundant form of cattle found in Pakistan, and is considered as a
speciality of the country. The buffalo’s skin it tough and hard.
Cow
The skin of cows is considered to be a lot more valuable than that of buffalos, because of its
finer, tighter and comparatively more uniform texture.

Goat
The skin of goats is used for making leather shoes and garments, mainly because of its softer
touch compared to the skin of cows and/or buffalos.

Sheep
Sheep skin, being the softest of all, is used in the production of delicate leather garments.
Pakistan’s leather industry meets 75% of its raw material requirements from local sources,
while the rest are met through imports (the details of these imports are given under the “imports”
section of this chapter). Pakistan imports raw hides from Saudi Arabia, Iran, China, Dubai, Sudan,
Kenya, Australia, Italy and a few other countries.
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Technology and Capital
i.

Italy, France and China are the basic providers of machinery to the leather industry of
Pakistan. Pakistan imports 80 to 95% of the required machinery from these countries.

ii.

The machinery used by small tanneries is produced locally, representing 5 to 10% of the
total capital employed by the leather industry of Pakistan. This domestically-produced
machinery, known as “chukrum”, is available at affordable prices (because of its small
scale of production, substandard quality and low demand in the market).

Research & Development
i.

The National Institute of Leather Technology (NILT) of Karachi, and the Leather Products
Development Institute (LPDI) of Sialkot, are two institutes in Pakistan dedicated to the
development of the domestic leather industry. However, since the rate at which the
industry is growing is very small, there is a dire to advance the state of national research
in the sector.

ii.

Some players of the industry, such as Nova Leathers and Mahmood Brothers, have used
their own R&D setup to introduce new technologies.

Further, on the R&D front, the University of Veterinary and Animal Sciences (UVAS) of
Lahore is a leading research centre of the country. The institute has instigated several research
projects with the Pakistan Tanneries Association (PTA), for the identification of animal skin diseases
and their geographical patterns.

Infrastructure
As far as infrastructure is concerned, Pakistan’s leather industry is in a very dismal condition.
The several infrastructural problems that country faces are as follows:
i.

The biggest shortcoming of the infrastructure in place is the lack of properly built roads.
The Korangi Industrial Area, which is known as Karachi’s industrial hub, does not have a
single metalled road.

ii.

Most of the tanneries in Pakistan are deprived of the basic utilities of water and
electricity. Thus, firms are dependent on the frequent purchase of water resources and
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installed sources of power supply, such as generators, UPS systems and localized power
plants.
iii.

The leather production process is hampered by the dire condition of the drainage
system of Pakistan.

Pakistan’s Share in World Trade
This section gives the details of Pakistan’s share in the global trade of leather garments and
products.

Product label
Total exports

Table 23: Products Exported by Pakistan
Exported value in 2011 USD
Exported value in 2012 USD
million
million
25,343,769
24,613,676

Articles of leather,
animal gut, harness, and
travel goods

681,344

673,815

% share in Total Exports

3%

2.7%
Source: ITC Trade Map USD thousands

In 2011, the share of articles of leather, animal gut, harness, and travel goods (HS Code 42)
in Pakistan’s total exports stood at 3% , with the traded value of USD 681.344 million. In 2012, this
share decreased to 2.7%, with a reduced traded value of USD 673.815 million. This decline in exports
can be attributed to the competitive pressures exerted by China, India and Bangladesh in the
international market. 31

Exports
The data available on the exports of leather and its products to the world shows a positive
trend. For the sake of simplicity, a time period of only three years (2010, 2011 and 2012) has been
selected for analysis. In the year 2010, Pakistan exported leather products worth USD 618,842,000.
The very next year this figure climbed up to USD 681,344,000, after which it declined in 2012 to a
value of USD 673,815,000. The increase in the exports is mainly observed due to the presence of
tough competition from the neighbouring countries. Statistics reveal that Pakistan’s leather is
exported to most countries of the world; as per the World Trade Map, 230 countries directly import

31

Strategic trade policy framework 2009-2012, pg 2
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leather and leather garments from Pakistan. Most of these countries have reported, while others
have not reported the true volumes of their trade with Pakistan.
Leading destinations for exports
This section highlights the countries that import from Pakistan (Table 5.6). These countries
have been termed as leading destinations since they import in large quantities from Pakistan. USA is
the top importer of leather and leather products from Pakistan. The value of its imports stood at
USD 107,664,000 in 2010, USD 92,057,000 in 2011, and USD 103,113,000 in 2012. The second place
in the top importers category is secured by Germany. Initially the country only imported leather in
small quantities from Pakistan. For instance, in the year 2010, imports were valued at USD
107,664,000, rising to USD 130,267,000 and USD 116,520,000 in 2011 and 2012, respectively.
Table 24: List of the Leather Export Destinations for Pakistan
Importers
World
Germany
United States of
America
France
United Kingdom
Spain
Netherlands
Sweden
Canada
Belgium
Italy
United Arab
Emirates
Saudi Arabia
Denmark
South Africa
Australia
Finland
Russian
Federation
Japan
Turkey

Exported
value in 2008
766,850
98,271
113,269

Exported
value in 2009
577,907
78,826
94,338

Exported
value in 2010
618,842
107,664
92,057

Exported
value in 2011
681,344
130,267
103,113

Exported
value in 2012
673,815
116,520
112,044

57,896
55,475
60,209
34,979
26,188
11,375
41,183
23,763
44,272

47,258
40,615
59,713
26,158
16,347
13,190
31,512
17,293
11,911

54,481
41,385
53,091
28,933
20,548
15,842
33,000
20,154
11,557

53,172
43,047
42,473
39,634
23,096
18,733
35,854
23,240
13,369

48,785
47,424
39,035
34,949
21,973
21,443
27,159
19,606
16,832

18,093
14,372
42,758
7,512
9,012
3,927

11,794
9,701
21,936
6,645
4,895
2,028

8,270
9,843
15,922
7,856
8,171
4,513

9,457
12,453
15,147
8,935
10,593
8,343

15,689
12,093
14,770
11,851
10,001
7,547

4,910
28,361

5,421
24,676

6,695
19,240

6,090
19,279

6,946
8,617

Values in thousand US Dollars

32
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France is Pakistan’s third largest trade partner in the leather industry. The country imported
leather garments of the worth USD 54,481,000, USD 53,172,000 and USD 48,785,000 in the years
2010, 2011 and 2012, respectively. Similarly, UK, the fourth country in line, imported leather
garments worth USD 41,385,000, USD 43,047,000 and USD 47,424,000 in the three consecutive
years. Spain is next in the list of Pakistan’s leading export destinations; its imports were valued at
USD 53,091,000, USD 42,473,000 and USD 39,035,000 in the years 2010, 2011 and 2012, in that
order. Netherlands is placed at the sixth position in the leading export destinations categorization.
The country’s imports of leather garments from Pakistan amounted to USD 28,933,000 in value in
the year 2010, increasing to USD 39,634,000 and USD 34,949,000 in the years 2011 and 2012.
Belgium’s imports hit the values of USD 33,000,000, USD 35,854,000 and USD 27,159,000 in the
years 2010, 2011 and 2012, respectively.
Likewise, Sweden’s imports of leather garments amounted to USD 20,548,000, USD
23,096,000 and USD 21,973,000 in worth correspondingly, in the years 2010, 2011 and 2012. Italy,
the next leading destination had imports of the value USD 20,154,000, USD 23,240,000 and USD
19,606,000 in the three successive years.
Beside these countries, the UAE, Saudi Arabia, South Africa, Denmark, Turkey, Japan, the
Czech Republic, Greece, Malaysia and China are also considered noteworthy among the leading
export destinations for Pakistan’s leather garments and other products.

Imports
In spite the high level of production at home, Pakistan imports leather from a number of
countries. Similar to the case of exports, Pakistan’s imports of leather products have also increased
in recent years. However, this increment in imports has been much lower than that of exports. In the
year 2010, Pakistan’s imports of leather and leather products from the world were valued at USD
17,875,000. Subsequently, the number of imports increased to attain a value of USD 26,504,000 in
2011, declining to a level of USD 23,624,000 in 2012. Pakistan imports from around 85 countries
from around the globe, of which some supply leather garments in very meagre amounts, while
others constitute a larger share.
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Leading Import Destinations
Pakistan imports leather garments from the major leather manufacturing countries of the
world. China has retained the highest market share of leather garments in Pakistan from 2010 to
2012. In 2010 Pakistan’s imports from the former were valued at USD 13,705,000. In 2011, this value
climbed up to USD 16,921,000, declining slightly in 2012 to USD 15,441,000.
Pakistan’s next largest trading partner in the leather garments sector is Hong Kong. In 2010,
Pakistan imported leather garments worth USD 747,000 from Hong Kong. In 2011, the value of
imports increased to USD 993,000; however, 2012 saw an exponential increase in imports worth
USD 2,289,000. Germany is Pakistan’s third largest import destination. In 2010, Pakistan imported
USD 625,000 worth of leather garments from Germany. In 2011, the level of imports increased to
USD 980,000 and rather drastically, to USD 1,544,000 in 2012.
USA is Pakistan’s fourth largest trading partner in the leather garments sector. Pakistan
imported USD 642,000 worth of leather garments from the US in 2010. In 2011, the value of imports
increased to USD 1,001,000, continuing along the same trend to reach a value of USD 1,274,000 by
2012. The fifth largest trading partner in terms of the import of leather garments is Turkey. The
trends observed for Turkey show an increase in the value of imports from USD 228,000 in 2010, to
USD 399,000 in 2011, and USD 7.650.000 in 2012.
Italy, being Pakistan’s sixth largest import destination, exported USD 569,000 worth of
leather and leather products to Pakistan in 2010. In 2011, this number rose exponentially to USD
992,000, declining to USD 493,000 in 2012. Pakistan’s seventh largest trading partner, the United
Arab Emirates pushed leather exports to Pakistan of a value of USD 508,000 in 2010, USD 692,000 in
2011, and USD 366,000 in 2012.
Pakistan’s eighth largest trading partner in the leather garments import segment is the
United Kingdom. In 2010, Pakistan imported leather garments worth of USD 248,000 from the UK. In
2011 these imports increased substantially to a value of USD 435,000. In 2012, however, the value of
imports decreased over the previous year, positioned at around USD 248,000 in terms of value. The
ninth country in the ranking is the Republic of Korea. In 2010 Pakistan’s imports from Korea stood at
of USD 108,000 in value. In 2011 imports increased considerably to USD 258,000, while 2012
witnessed a nominal decline in the worth of imports to USD 231,000.
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Table 25: List of the Leather Import Destinations for Pakistan
List of Exporting Countries
Product: 42 Articles of leather, animal gut, harness, travel goods
Exporters

Imported

Imported

Imported

Imported

Imported

value in 2008

value in 2009

value in 2010

value in 2011

value in 2012

World

12570

17030

17875

26504

23624

China

9146

10958

13075

16921

15441

Hong Kong

595

860

747

993

2289

Germany

319

461

625

980

1544

United States of

750

657

642

1001

1274

Turkey

92

536

228

399

765

Italy

378

421

569

992

493

United Arab

263

1261

508

694

366

United Kingdom

298

489

248

435

238

Korea, Republic of

83

51

108

258

231

France

92

45

275

462

183

Poland

3

13

34

174

84

Spain

6

141

15

708

73

Singapore

35

36

41

46

55

Thailand

73

78

83

59

51

Canada

162

47

80

144

46

America

Emirates

Values in thousand US Dollars

Source: ICT Trade Map
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Finally, the tenth largest import destination for Pakistan is France. Pakistan imported USD
275,000 and USD 462,000 worth of leather garments from France in 2010 and 2011, respectively. In
2012, however, imports decreased significantly to a value of USD 183,000.
Apart from the countries discussed, Pakistan is also importing leather garments from various
other destinations like Indonesia, Poland, Spain, Singapore, Thailand, Panama, Canada, Netherlands
and Vietnam.
33
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Government Incentives
Over the past few years, established trade authorities have not done much for the
promotion of leather exports.

For this reason, the Ministry of Commerce has proposed the

establishment of a Leather Export Promotion Council, a model project in the leather sector. This
model is required to alleviate the communication between exporters and the Government.
Furthermore, to enhance the quality of leather garments and to encourage value addition, a relief
has been given in the form of the long-term financing facility. The LTFF of the State Bank of Pakistan
is intended to increase the exporters’ production capacities by providing a relatively concessional
mode of financing. In addition to this, in order to encourage fresh investments, the LTFF has been
made accessible at rates 2% lower than the prevailing market rates. To allow it to benefit from this
facility, the leather segment has consciously been made a part of the eligible sectors. 34

Constraints
The following are numerous constraints that the leather sector of Pakistan is facing that
have stopped the industry from achieving its potential growth.
• First and foremost, an important and major reason for the declined performance of the
leather sector is the energy crisis, which has hit all sectors in general, but the leather sector in
particular.
• Secondly, owing to the indolence of the law enforcement agencies, the smuggling of animals
to Iran, Afghanistan and the Middle East by boats has multiplied. This is another major reason
for the hampered growth of the leather sector. Moreover, the two most recent catastrophic
floods in Pakistan have worsened the situation by killing thousands of animals. 35
• Thirdly, although raw materials are locally available at low prices, Pakistani producers are
faced with high costs of production due to a number of taxes and utility charges. This makes
Pakistan’s leather products highly uncompetitive in global markets as compared to
international competitors mainly, China, India and Bangladesh. 36 The main reason for the
superior performance of these competitors is that, in contrast to Pakistan, they offer a number
of more incentives to their tanners.

34

Press Brief on Strategic trade policy framework 2012-2015

35

http://thefinancialdaily.com/NewsDetail/153931.aspx

36

http://tribune.com.pk/story/531226/leather-industry-participates-in-global-fair/
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• Fourthly, the announcement of the establishment of a Leather Export Promotion Council, by
the Strategic Trade Policy Framework (STPF) in 2012-15, is regarded as a move in the right
direction for the uplifting of the sector.
• Sources from the Pakistan Tanners Association believe that the export of high-quality hides to
international markets creates a dearth of these hides in the domestic market for production
purposes. This, in turn, reduces the capacity of Pakistani firms to produce and export valueadded leather goods to global markets. 37
• Another very critical issue for the leather sector is that, although Pakistan is endowed with a
naturally abundant supply of livestock, this does not translate into the supply of good-quality
leather. The reasons for this include the unavailability of flaying machines at slaughterhouses
and poor practices that result in the wastage of hides. 38
• With respect to the strict environmental and quality standards required by international
buyers, the establishment of Effluent Plants is an important concern. However, the high costs
of installing these plants are a major hurdle for the small-scale tanneries operating in
Pakistan. 39

Conclusion
The leather industry is a leading economic sector in many countries of the world. It is often
considered as the backbone of many economies. The trade of leather garments in international
markets is increasing, rather impressively, with the rational expectation that the leather sector will
soon become a leading global industry. On the side of exports, China, Italy, Hong Kong and France
along with other countries, have captured the largest share of the world market. On the other hand,
in the area of imports, USA, Japan, Hong Kong and France along with some other nations, are the
leading consumers of the leather garments.

In the case of Pakistan, the local leather segment is providing ample employment
opportunities and is significantly contributing to the country’s GDP. Currently more than 200,000
people are employed by the industry which has emerged as the second largest industrial sector of
the country. The industry is contributing 5% to the manufacturing GDP, and 7% to total exports. The
biggest reason behind the growth of the leather sector in Pakistan is the local availability of raw
37

Strategic Trade Policy Framework (2009-2012), p. 2

38

http://www.pakistantanners.org/documents/pta_research_report.pdf

39
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materials, which relieves the country from its dependence on imports. Pakistan exports to many
countries of the world; some of the countries worth mentioning include USA, France, UK and the
Arab countries. Alongside, Pakistan also imports from various destinations, depending on demand
and the requirement of new trends; China is at the top of the list, followed by Germany, the United
States and Italy.
In spite of the industry’s rapid development with increasing demand and changing fashion
trends, local producers are facing several problems. These include a few non-tariff barriers and
various custom issues. Moreover, the outdated infrastructure of the country is a major hindrance to
the smooth working of the industry. The Government, therefore, needs to step forward to address
these issues in order to boost the performance of the industry.

Chapter 6
Survey of the Leather Garments Sector
Introduction and Methodology
A detailed survey (based on questionnaires) of the leather sector was conducted in order to
dig out the problems faced by the sector; to highlight the opportunities that could be explored; and
to list the facilities that could be promoted to the major stakeholders of the leather sector for its
improvement. Out of the fifty firms that were selected, thirty were shortlisted for the survey, based
on the stratified random sampling method. A detailed account of the responses obtained, against
the various questions asked in the survey, is presented below:

Nature of Business
The firms operating in Pakistan’s
leather industry operate in different types of
businesses. The various options given in the
questionnaire included trading, manufacturing,
exporting, manufacturing and exporting, and
others (which comprised of local business
activities such as domestic selling). The results

Figure 17: Nature of Business of the Respondents

Nature of Business of the
Respondents
10%

37%

Trading

Manutacturing
43%

10%

Exporting
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revealed that 10% of the firms (3 out of 30) operate in the overall export and import of leather
products. Furthermore, 43.3% of the firms (13 out of 30) are only engaged in the manufacture of
leather goods, while another 10% (3 out of 30) are dealing in the export of products only. Finally, 11
firms from the sample, which constitute 36.7% of the total, manufacture as well export leather
products.

Firm Location and its Importance
The cities selected for

Figure 18: Firms' Location Wise Frequency

this part of the study host large-

Firms' Location Wise Frequency

scale business activities, and are
known as the business hubs of

10%

the leather sector. Out of the 30

3%
20%

Lahore

firms randomly selected from

Karachi

different areas of Pakistan, six

Sialkot

10%

firms are located in Lahore,

Faisalabad

three in Karachi, another three

kasor

in Faisalabad, and seventeen in

57%

Sialkot which is considered as
the centre of leather production.
In terms of provincial allotment, Lahore, Sialkot and Faisalabad are based in Punjab (the
largest province of Pakistan), whereas Karachi is the provincial capital of Sindh. It is evident from the
results that most of the leather production activity is confined to the province of Punjab.
Firm
importance

responses
of

to

location

the
varied

significantly. In the overall sample,
53.3% of the firms indicated their
preference of location to be based on
the cheap and easy availability of
inputs,

while

23.3%

gave

more

importance to the availability of good
infrastructure. The remaining 23.3% of

Figure 19: Importance of Location
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the firms pointed out that their choice of location was based on other factors, specific to their
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operations. These included traditional family setups (which firms could not abandon) and the lack of
access to other locations. Some firms went on to admit that owing to the small scale and size of their
business they were unable to move to the most favourable locations.

Export Destinations
Pakistan exports leather products, in immensely varying quantities, to many countries of the
world. Reverting back to the results of the survey, 55% of the firms in the sample marked Europe as
their top export destination, while 23% marked the region as their second top export destination.
The European countries that Pakistan exports to, include, the UK, France, Belgium, Germany and
Italy. USA was the top destination for 20% of the firms in the sample (6 out of 30), and the second
top destination for another 6%. Lastly, 8% of the firms ranked Canada as their top destination. On
an overall basis, the European Region can be termed as the top export destination of Pakistan’s
leather products. Apart from the destinations mentioned above, the study revealed that Pakistan
also exports to non-OECD countries, particularly Japan, China, UAE, Russia and Chile.

Export Barriers
One of the aims of the

Figure 20: Export Barriers
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problems
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Pakistan’s

leather exporters. As per the
29%

tariff barriers to be a major
concern, while only one firm cited
high transportation costs as the
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problem.
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results, seven firms reported non-

8%

63%
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Pakistani Exports
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leather exports, reported by 13% of
the firms, was the lack of information and assistance offered by the administrative authorities.
Besides these definitive responses, the response of 46.7% of the firms (14 out of 30) was completely
ambiguous.
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Destination-Specific Non-Tariff Barriers
When further asked about the nature of the non-tariff barriers they faced at the export
destinations, the firms responded with the issues common to nearly every sector of Pakistan. A
significant number of the leather garment manufacturers export their products to the US; hence, the
majority of respondents quoted the NTBs that they came across in the American market. These
exporters claimed that after the 9/11 incident, they faced a lot of problems in visa acquisition (to
visit their customers, attend fashion shows and to market their products in the US). On the other
hand, the majority of importers of Pakistani leather products, based in the US, were advised not to
travel to Pakistan, owing to the dismal law and order situation of the country. These issues resulted
in creating a significant rift between the sellers and the buyers, leading to the shrinkage of leather
exports from Pakistan.
The firms also highlighted the NTBs that they face in European markets; including the post9/11 complexities related to visa acquisition (it should be noted that these visa issues have been
dealt with to a great extent). Another issue quoted by the respondents, was the rapidly changing
fashion and design trends of the European market. The inability to keep up with these trends
obstructs Pakistani firms from producing and exporting products in large volumes (leading
escalations in production costs).

Proposed Destinations and Limitations
When asked about prospective new markets, the respondents indicated their aspirations to
explore the remaining markets of Europe, Russia and Australia. Apart from these new regions, many
of the existing export destinations were remaining to be fully explored. The new target markets also
included the African countries, Afghanistan, Argentina, Brazil, Thailand, India and the European
markets of Sweden and Spain.
From among the different options placed before the respondents, 16% of the firms quoted
NTBs (including slow testing processes, delays in shipments, and the high costs of inspection) as the
biggest hindrance in their exports targeted towards new markets, especially India and Spain. 15% of
the respondents were of the view that the high cost of transportation restricted the amount of
leather exports to new markets. From the remainder of the sample, 12% of the firms pointed out
that the low availability of information related to the target market, and the lack of assistance
offered by the concerned authorities, became the real obstacle in the way of these exports to
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potential markets. Finally, 10% of the respondents voted for the high tariff rates applied to
Pakistan’s imports in the Indian market as their primary concern.

Import Performance
Most of the inputs used in the production of leather are produced locally, with only some of
these inputs being imported. These imports include machinery, which is imported in large quantities,
and chemicals, dyes and colourings, which are imported in smaller quantities. From among our
sample of 30 firms, 66.7% (20) of the firms import from China, 30% (9) from Europe, while one firm
each from the US and Kenya.

Problems in Importing
20% of the firms (6 out
of

30) pointed out that non-

Figure 21: Difficulties Imports Face in this Destination
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13% of the firms (4 out of 30)
quoted minor issues, such as low levels of production, as the major problems faced during the
import of input materials.

Economical Import Destinations
As aforementioned, most firms in the industry rely on the use of local inputs (primarily in the
case of skins and hides) for production. However, some respondents indicated their desire to shift
from using these local inputs to cheaper imported alternatives. 66.7% of the firms (that were not
importing previously) exhibited their inclination to import raw materials from Afghanistan, where as
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another 23% showed a desire to import from China, in the future. Two of the thirty respondents
shared their intentions of exploring the Korean market while one firm aspired to import from India.

Difficulties Faced In Importing From the Desired Markets
20% of the surveyed firms

Figure 22: Difficulties Imports Face in this Destination
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Figure 23: Reasons for Unskilled Workers
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labelled their workforce as unskilled, gave various reasons for the discrepancy in desired skill levels
and the actual skills possessed by the workforce. Four of the six firms cited the lack of training staff
available, to assist in the operation of new technologies, as the primary reason. One firm blamed the
low level of education of its workers, resulting in their inability to learn, as the chief cause of the
discrepancy, while the last firm associated the lack of training institutions in the leather sectors to
the incapability of its workers.
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Energy Backup
Out of our sample of 30

Figure 24: Used Backup System
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of load-shedding. Only one firm from the sample claimed to have its own energy plant, which
ensured the smooth and uninterrupted running of its operations.

Increase in Cost Due To Energy Backup
Discussed in this section is the impact of recurring electricity shortages on the operating
costs of the firms surveyed. 30% of the firms denied the presence of such an effect. Of the remaining
firms, 35% reported a cost increase of 50%, 26% indicated an increase of 20-30%, about 15%
declared a cost increase of 60-80%, while of the 4% firms responded that an increase of 150% owing
to electricity shortages.
The survey also tried to assess the impact of load shedding on the labour force engaged in
the leather sector. As per the responses gathered, 2 firms stated that their workers remained idle
for 2 hours a day due to perpetual power shortages. Similarly, 3 firms responded that their workers
had to sit idle for 4 hours, while 3 admitted that their workers remained idle for 5 hours a day during
power outages. The largest number of idle workers, reported by only one company, was observed
to be 7 hours per day.
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Performance of Different Departments
The survey attempted to
study the perception of the leather
industry of the efficiency of a variety
of government departments that

Figure 25: Performance of Relevant Departments
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the Chamber of Commerce and
provincial authorities. According to 10 leather firms, the Tax Department is highly efficient in its
operations. About 55% of them stated that the Tax Department is only efficient in its operations;
20% responded that Tax Department is slightly efficient; 15% were of the view that the Tax
Department is entirely inefficient in its work; while 10% of the firms gave no response.
As banks play a channelling role in the monetary operations of a firm, their efficiency has a
huge impact on the firm’s operations and business activities. According to the survey, 60% of the
leather firms rated current banking operations as highly efficient. About 25% of the leather firms
rated banking operations as efficient, 12% of the total firms rated them as slightly efficient, while
only 3% firms out of a total sample size of thirty, ranked them as entirely inefficient.
Out of a total sample size of 30 leather firms, 35% of the firms rated the efforts and
operations of TDAP as highly inefficient. 25% of the firms ranked the performance of TDAP as
efficient. 15% of the firms in the sample rated the contribution of TDAP as slightly efficient, while on
the other hand, 25% of the textile firms rated the performance of TDAP as entirely inefficient.
From the total sample, 46% of the leather firms rated the efforts and operations of the
Chambers Of Commerce as highly inefficient, 23% of them rated the efficiency of the Chambers as
efficient, 13% of them rated the performance of the Chambers as slightly efficient, while 14% of
them rated the working of the Chambers of Commerce as totally inefficient.
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Only 16% of the thirty leather firms voted in favour of provincial authorities for being highly
efficient, whereas 37% of them rated their performance as efficient, 22% as slightly efficient, and
12% as entirely inefficient.

Impacts of Social Limitations on the Logistics Environment
Firms in the leather industry were asked about the effect of various social limitations on the
logistics environment that ultimately raises the firms’ production and operational costs. In this
question, firms were asked about the impacts of corruption, terrorism, bribery, and the lack of
infrastructure.
Figure 26: Firms Responses
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First, firms in the leather industry were asked about the effect of “corruption in the country”
on their costs of production/operations. Out of a total sample size of thirty, 43% of firms rated the
impact of corruption as highly significant in increasing these costs. 20% of the total leather firms in
the sample ranked the impact of corruption as only important in increasing their costs. 23% of them
regarded the impact of corruption as slightly important. However, only 13% of the firms ruled out
this factor entirely, marking corruption as an insignificant factor in increasing their costs of
production and operations.
Similarly, firms were asked about the impact of the prevailing “injustice in the country” on
their costs of production and operations. 30% out of the thirty leather firms rated the effect of
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injustice on their costs as highly important, 40% of them ranked the effect as important, 17% rated
the impact of injustice as slightly important while the last 13% marked the effect and impact of
injustice on their costs of production and operations as completely inconsequential.
Firm responses with respect to the effect of “bribery in the country” varied considerably.
Out of the total, about 37% of the leather firms rated the effect and impact of bribery in inflating
their costs of production and operations as highly important, 20% ranked the effect as important,
30% rated the impact as slightly important, while the balance 13% of leather firms disregarded the
role of bribery in increasing costs.
Respondents from the leather industry also revealed their views on the effects of “terrorism
in the country” on operational costs. Out of the total sample size, 47% of the leather firms rated the
effects of terrorism as highly significant, 27% as significant, 17% as slightly significant, and 10% rated
the impact of terrorism on operational costs as entirely insignificant.
Firms responded differently when questioned about the effect of the “lack of infrastructure”
on their costs of production and operations. 53% of them ranked the effect and impact of the lack of
infrastructure on their costs as highly significant, 27% rated the effect as significant, 17% rated the
impact as slightly significant, whereas only 3% classified the effects as completely insignificant.

Policy Recommendations
In the survey conducted for this study, respondents were also asked to rate the possible
impact of various policy recommendations on the betterment of the export and working
environment of the textile sector. Different policy recommendations under consideration included
one window operation, cooperation between concerned authorities, improvement of port
infrastructure, and the electronic processing of documents. Firm responses, pertaining to each of
these considerations, are as follows:
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Figure 27: Firm Responses
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Out of the total sample, 78% of leather firms rated the “electronic processing of documents”
as very important for their operations. 13% of the firms were of the view that electronic processing
of documents has a moderately important effect on operations, while 9% stated that the factor only
has minor importance with regard to a firm’s operations.
In the case of “coordination between concerned authorities”, of the total sample size of
thirty, 20% of the firms rated the factor as very important for their operations. 47% of the firms
rated the factor as moderately important, while 30% of firms only gave it minor importance.
In the responses gathered for the expected efficiency and need of a “one window
operation”, 43% of textile firms rated one window operations as very important for their operations,
37% rated one window operations as moderately important, while 20% gave the operations minor
importance.
In the case of eliminating corruption, 13% of the firms out of the total sample rated
eliminating corruption as moderately important for their company’s operations, while 77% regarded
the elimination of corruption as very important for firm operations. 10% of the leather firms,
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however, claimed that eliminating corruption only has minor importance with respect to company
operations.
While sharing their views related to the “improvement of inland transportation”, out of
thirty leather firms, 13% rated inland transportation as very high in importance for their operations.
47% of these firms ranked inland transportation as moderately important for their operations. On
the other hand, 37% of the firms rated inland transportation as having minor importance, while 3%
categorized it as having no effect on company operations.
54% out of the total sample size of thirty firms rated “easy mode of paying customs and port
fees” as very important for firm operations. 43% of the sample claimed the factor to be moderately
important, while 3% of the total sample size rated it to as having minor importance in terms of the
impact on company operations.

Future Endeavors
Out of the total sample size of thirty, 40% of the firms professed an increase in exports by
the expansion of production and the adoption of economies of scale. 20% of the leather firms looked
at high quality and a reasonable quantity of production as the major future endeavours aimed at
increasing exports. For future positive export growth, about 10% of the leather firms considered the
creation of a modernized/specialized environment as an important strategy for the future. The
energy crisis is a major hurdle for each kind of production; 20% of the total firms, therefore, perceive
an improvement in power conditions as a prospect for cheaper production, ultimately leading to the
future growth of exports. 10% of the firms saw the acquisition of new modern capital equipment as
a requirement for the future growth of exports. Only 3% of the firms stated that they will increase
research and development efforts for future export-led growth. Lastly, about 10% of the firms cited
various other factors that were not included in the list given in the survey, contributing to their
future growth-led export strategy.

Government Help
In the survey, firms were also asked about the kind of help they require from the
Government to improve their operations. 30% percent of the leather firms were of view that the
energy crisis is the most significant hindrance to operational efficiency, proposing that the
Government should take notice of this, as production is declining on a daily basis. 80% of the firms
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claimed that the research and development wings of the Government need be improved to increase
their operational efficiency. 35% of the firms demanded tax and tariff relaxations from the
Government, since even the import of a product design sample raises the cost of importing to an
elevated level because of the high tariffs. 25% of the total sample asked for benefits to be provided
to exporters without discrimination. 40% of the total firms considered an improvement in the
deteriorating law and order situation of the country as the greatest form of help required from the
Government to improve operational efficiency. 10% of the total firms desired an improvement in
transportation and port facilities. 10% needed assistance in terms of marketing facilities, and the
proper functioning of regulatory bodies as a helping hand from the side of the Government. Each of
these factors can allow producers to increase their output, in addition to the expansion of export
markets.

Suggestions
At the end of the survey, suggestions were collected for the government and other
concerned authorities. From the total sample, 30% percent of the firms suggested the Government
to invest in the exploration of new markets and infrastructure, so as to increase operational and
export-led growth. 10% of the firms suggested a decrease in the cost of production, in order to
increase operational efficiency. Another 10% of the firms suggested the formulation of a strategy
that could be helpful in improving the quantity and quality of products (by increasing outputs and
reducing costs). 18% of the firms suggested the provision of an uninterrupted supply of energy to
increase operational efficiency. 15% of the firms suggested investing in research & development,
and the establishment of new training centres. 10% of the firms suggested improving transportation
measures and facilitation services. 13% of the firms suggested that banks should give more
relaxation to SMEs, in order to drive the growth of their exports.
In the case of the prospective measures to be taken by the Government, 10% of the firms
suggested an enhancement of local and foreign investment opportunities, by increasing the
provision of multidimensional facilities and infrastructure. Further, 60% of the leather firms
suggested an improvement of the deteriorating law and order situation of the country. As a
consequence of the insecurity issues of Pakistan, the image of the country is a major hindrance to
growth, as foreign countries are reluctant to trade with or form business ties with the former.
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Chapter 7
Case Study
Nishat Garments Pakistan
Introduction
Pakistan’s clothing industrial divisions, both woven and knit, are mainly clustered in and
around the cities of Karachi, Lahore and Faisalabad – the destinations from where most of the
required data for analysis has been collected.
This case discusses the state of affairs of a Pakistani company known by the name of “Nishat
Mills Limited”. Nishat has been selected for analysis since it is an integrated Pakistani multinational
company with a large setup and a great deal of market influence. The Nishat Group is the third
largest employer in Pakistan, following only, the Government and the Armed Forces. Since the
garments industry provides the highest value-addition to the textile sector, the focus in this case
study will be on Nishat Garments (Apparel).

Background of Nishat Mills Limited
Nishat Mills Limited Company was established in 1951, with state-of-the-art garment
manufacturing facilities. The company is ranked among Pakistan’s oldest and most respected textile
institutions. Nishat Mills Limited has one apparel production plant, located on Ferozepur Road in
Lahore. The composite unit of this plant is capable of producing a wide range of garments for a
variety of target markets (including men, women and children). The apparel division has employed
1627 high-end sewing machines, such as those of the brands Vibe Mac, Juki, Mitsubishi and Brother.
The division has the extraordinary capacity to produce 7.20 million garments per annum.
The Garment Wet process at the facility utilizes the modern techniques of Rinse, Enzyme
Stone, Enzyme Wash, Super Bleach, Reducer Wash, Tint Wash and Raisin Wash. In order to obtain
best results, the facility is geared with Tonello Washing machines, Maino dryers, Wrinkle Curing
Hangers, Barrel washing machines, and Dryers for sampling.
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Production Process
The production planning and control department of a company plays a vital role in
coordinating its massive scale of operations. Nishat has a special department dedicated for this
purpose; the forecasting and scheduling activities of this department assist in the determination of
the production specifications which are required to satisfy the expectations and demands of
customers. The garments production plant at Nishat is equipped with the latest machinery, and has a
capacity to produce 500,000 to 600,000 garments per month, depending on the types of garments to
be produced.
The raw materials used for the production of garments include a variety of fabrics, such as
denim and twills, most of which are produced in-house. The steps involved in the production process
are as follows:
•

Cutting: the cutting unit has been designed to reach a maximum processing capacity of
30,000 garments a day, with the help of 4 Garber fabric spreaders and 2 fabric cutters.

•

Stitching: the stitching facility is equipped with branded, high-quality machines that help
enhance the production process. A total of 1300 machines are arranged in twenty lines, with
65 machines in each line.

•

Washing: in order to obtain the best results, the washing facility is geared with the best
assortment of washing machines and dryers.

•

Trimming: this is the final step of the production process, which includes pressing, buttoning
and the placement of zippers.
Packing: after the garments are produced, they are packed as per the clients’ specifications.
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Case Analysis
SWOT Analysis
Strengths

Weakness

•

Ample financial resources

•

High cost of production

•

Professional and skilled labour

•

Weak image in the

•

Highly qualified management

•

Generous employee benefits

•

Power generation plant

international market

Opportunities

Threats

•

Expansion of product lines

•

Domestic economic crisis

•

Minimization of costs by the proper

•

Political instability

utilization of resources

•

Terrorism

•

Expansion of customer-base

Strengths
The owner of Nishat Mills Limited, Mian Muhammad Mansha, is the sixth wealthiest person
of Pakistan; therefore, it is safe to say that he has enough financial muscle to enhance and grow his
business. Nishat Garments has employed a total 3,300 full-time employees. The production of
garments requires a wide variety of professional skills, especially for the critical water wash
procedure. For this purpose, Nishat has hired a highly experience and skilled labour force.
Additionally, the company also gives special trainings to its employees via an established in-house
training setup. Generous benefits are offered to the employees in order to retain the highly-skilled
workforce, including, but not limited to, pick and drop facilities (on which the company is spending
around PKR 5 million per month), provisions for health care at the factory, and insurance services
(for executives). Additionally, social security benefits are provided to the factory workers (on which
the company is spending at least PKR 16,000 per month). Finally, the company maintains a high
bonus to performance ratio, to keep the workforce motivated. Nishat condemns the practice of child
labour, and is an equal opportunity employer.
Nishat is self-sufficient in the supply of energy, whereby it has set up its own power
generation plant. The company is a pioneer among private-sector organizations, with respect to this
aspect. Hence, the devastating energy crisis of Pakistan has not affected the company to a great
extent.
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Weaknesses
Owing to the less than optimal utilization of resources, and the unstable political
environment, Nishat has to bear high costs of production. These costs translate into the high prices
of end products (both inside and outside of Pakistan). Other countries that have specialized in the
production of textiles and garments, such as China and Bangladesh, have damaged the image of
Pakistan in the international market with their cheap, yet high-quality production of textiles.

Opportunities
The first opportunity for Nishat is to expand in the category of knitwear, for which it has
significant potential and available capacity. The incremental cost of producing knitwear items can be
low, given that the management exercises control over operational costs, eliminates redundant
processes, and makes efforts to utilize resources in an optimal manner. On the other hand, the gains
resulting from the expansion of the product line include a favourable market reputation, along with
an additional source of revenue. Thus, to make the product line extension strategy work, the
company needs to develop a systematic process for controlling and managing its resources. Nishat
Dyeing and Finishing has recently entered into a joint venture with Gulf Garments of Bahrain. Gulf
Garments has an extensive experience of 20 years in the field of garment manufacturing; this
presents Nishat with a huge opportunity to grow alongside, and learn from its joint venture partner.

Threats
In Pakistan, the rapid change of government policies poses a great threat to the existence of
most firms. This applies to Nishat as well, whereby the company’s survival, amidst the uncertain
political conditions, is a grave concern. The Government’s imposition of a quota system on exports
can seriously affect the company’s performance in international markets.
Ever since the 9/11 incident, Pakistan has been struggling in the war against terrorism; the
unstable law and order situation of the country poses a real threat to the businesses operating in
Pakistan. Nishat, which relies on the export of a huge chunk of its products, has been facing
problems with visa acquisition, and in acquiring foreign orders (since buyers prefer not to visit
Pakistan).
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Sales & Marketing
Quality is the most important consideration at Nishat Mills Limited. Nishat Apparel is
working for renowned brands such as Levi’s, Gap, US Polo, Topman, and Benetton, among others.
Levi’s is Nishat’s biggest client, for which the company produces 200,000 to 300,000 garments on an
annual basis. Nishat is exporting almost all of its products (only 2 to 3% of the products are sold in
Pakistan). The company’s local and international competitors include Crescent Bahuman Lts (CBL),
American Apparel, and many other companies located in Karachi, China, India and Bangladesh.
Nishat garments division achieved excellent results in the current year. The sales volume
increased by 14.98% during the year as compared to last year. The future of garment production in
Pakistan is bright. China’s increasing cost of production has forced major retailers and brands to
actively seek larger production capacities in South Asian countries. This company can largely benefit
from this shift in demand along with GSP (Generalized System of Preference) status by EU which is
due in the next year. Some performance graphs of garments sales quantity, rate and value are given
below:
The garments division of Nishat achieved excellent results in the year 2012. Some of the
performance graphs of Nishat are shown below. The sales volumes increased by 14.98% over the
previous year, which goes on to depict that the future of the company looks bright. 40
Figure 28: Nishat Performance Graphs

40

Annual Report of Nishat Mills Limited June 30th, 2013
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The recent increase in the costs of production in China has compelled some of the major
garments retailers to actively seek production capacities within the South Asian economies. This
presents Nishat with a huge opportunity, since the company can largely benefit from this shift in
demand, and the grant of GSP (Generalized System of Preference) status by the EU, which is coming
due in the next year.
Imports and Exports
Nishat Apparel imports accessories such as buttons and zips from China and Hong Kong, and
modern machinery from China, Italy and Japan.
Nishat Marketing has established a very strong relationship of the company with its
customers located around the world. That is precisely why Nishat’s organizational structure is
segmented on the basis of the various regions served, such as North America, Australia and Europe.
Each region has a different export manager along with a dedicated team. The responsibility of the
Marketing division, instead of being limited to sales and marketing, extends to finding new business
horizons for the company. This is why Nishat has also adopted the practice of sending its managers
to visit the flourishing markets of the world.
In the area of exports, Nishat is facing serious problems because of the high duties imposed;
these duties are much lower in Bangladesh and other competing countries, leaving them with a
comparative advantage. Nishat is interested in expanding its export base to Nigeria; however, the
restrictive custom laws of the country are creating obstacles in the way of its entry into the Nigerian
market. The company is particularly disappointed with the performance of the Trade Development
Authority of Pakistan (TDAP), termed by the former as a non-developmental agency. TDAP creates a
number of hurdles for exporters, the company management claims, and that its staff lacks
knowledge and is non-cooperative. Another problem is that HS codes are not updated; this makes
the process of custom clearance tardy since. HS codes and the codes on another side often do no
match. Even the parameters are the same but just due to non-updated HS code, exporters face
many problems.
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Conclusion
Nishat Mills Limited is one of the largest composite textile manufacturing units in Pakistan.
Nishat Garments has a centralized system; however, since it possesses competent management and
a diligent workforce, it is in the better interest of the company for the system to be decentralized.
Pakistan’s textile sector often fails to fulfil the demand of foreign countries because of its
high production costs. The core objective of this report, therefore, is to reflect those areas that need
to be improved. Specific to Nishat, a few governmental trade-related issues, political instability, and
terrorism are among the key factors that affect the company’s business activities. Nishat’s
operations, however, are not affected by electricity problems, since the company has its own power
plant and generators for emergencies that run on gas and diesel. Nishat Garments relies heavily on
exports; thus, export policies are very crucial for its business.
The overall analysis of the company reveals that its progress is entirely attributed to the
dedication and hard work of its workforce, the effectiveness of its management, and the company’s
willingness to both, exploit opportunities and face economic challenges systematically. Collectively,
these factors contribute to the sound and improved position of the company.
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Chapter 8
Case Study
Mark Whole Traders Pakistan
Introduction
Pakistan is known for its leather products. The Sialkot district of Punjab is specialized in this
sector and especially known for its sport products. The firms operating in Pakistan’s leather industry
deal in different types of businesses; some of them are only indulged in the trade of leather
products, while other relatively larger firms, manufacture as well as export leather articles.
A survey of the overall leather industry has revealed various trends in the leather businesses
of Pakistan, depending upon their location. For the purpose of this case study, a leather company
from Sialkot that primarily deals in the production and export of gloves has been selected. The
following account presents the complete description of the company, along with the basic issues
that it is facing.

Background
Mark Whole Traders (certified for ISO 9001 and 2000) was established in 1992 in the City of
Sialkot. The company started its operations from the small-scale production of gloves, which were
initially consumed locally. Soon after, owing to the positive response from the customers, the
company extended its product line to include other leather products, such as motorcycle jackets and
trouser. As of now, the elaborate list of products that Mark Whole Traders produces and exports
include: driver gloves, mechanic gloves, welding gloves, working gloves, motorbike suits, jackets and
trousers, waist coats, saddle bags, belts, shooting sticks, raining suits, cordura fabric jackets, fashion
leather jackets, pants and chaps, winter gloves, summer gloves, racing shoes, protections, karting
gloves, cycle gloves, police and military gloves, dress gloves, batting gloves and ski gloves.
According to the company’s manager, the success of Mark Whole Trades is largely attributed
to the skilled labour employed. The other big secret of its success is the company’s quality of
adaptability, i.e. keeping abreast of the changing trends, and responding proactively to emerging
challenges. In the light of these aspects of the business, it is fair to say that the company has
developed by an evolutionary process.

106

Policy Reform to Enhance Export Competitiveness in Leather and Textile Garments

Mark Whole Traders is currently exporting its products to England, Germany and the Check
Republic, while for the future, it plans is to explore new markets, such as the US and other European
countries.
According to the manager, the company has earned the status of a world-renowned brand
name and is now known as a leading professional manufacturer of the leather goods. Looking ahead,
the company has plans to improve the quality of its products and specialize in the global gloves
industry.

Production Process
At Mark Whole, the production setup is limited to a single unit, despite the fact that large
quantities of leather goods are produced. The local raw materials used for production mainly consist
of leather, chemicals and dyes. Often at times, the company buys fresh skin from local buyers, which
is salted, dried or refrigerated to avoid degradation, prior to being stored. This process, apart from
being highly economical, helps remove water from the skin. After this step, the actual process of
leather manufacturing begins, which is further subdivided into three steps. The first step involves the
tanning of the leather; at Mark Whole, the chemical tanning operations are employed to stabilize
the skin, and make use of drums. Each drum consists of a cylinder rotating around its axis, and is
filled water, chemical reagents and skins. The tanning is computerized and controlled mechanically.
The mechanized system regulates the inputs of water and temperature, the speed of rotation, and
the release of chemicals. The process of tanning, in totality, includes the sub-processes of leather
soaking, leather fleshing, leather unharing, bating, degreasing and finally the process of tanning
itself.
After the process of tanning, the leather is either wet, or too rigid if it is dry. Therefore, it
needs to be processed further with the chemicals in the drums. For the second step, the leather is
first dried and shaved, after which it is split into two or more layers. This is done to prepare the
leather for dyeing. During the dyeing process, the leather is coloured with the desired/requested
colour, along with the addition of oils and waxes to the fibres to make them flexible and smooth.
The final phase of leather production involves the application of films and other chemicals to
the processed leather. Following this stage, the leather is ready to be cut and stitched to form the
final products. At Mark Whole, the cutting and stitching of leather is done with machines imported
from China.

Policy Reform to Enhance Export Competitiveness in Leather and Textile Garments

107

Case Analysis
SWOT Analysis
The purpose of the SWOT framework is to identify the internal and external factors that
either help firms operate or create obstacles for them. The SWOT analysis of Mark Whole Traders is
as follows:
Strengths
These are the internal factors of the firm which are responsible for its success.
1) Skilled labour
The workforce employed by Mark Whole is highly skilled and trained. The workers are both,
efficient and well-aware of mechanical-handling procedures.
2) Location
Another vital strength of the company is its location. Mark Whole is located in the hub of the
leather production industrial area which makes its access to locally-produced raw material is
both, easy and cheap.
3) Self-financing
Finding a stable source of finance is a major issue confronting most of the businesses in
Pakistan. Mark Whole, however, relies on self-finance, implying that it does not dependent
on an external source or agency for its finance needs.
4) Energy backup
Mark Whole maintains its own energy backup system. It relies of installed fuel generators
that, in spite of raising the production cost by PKR 50,000 per month, prevent the
production process from coming to a halt during power outages.
Weaknesses
1) Small-scale production
Mark Whole produces a small number of products, mainly because of the limited setup and
available opportunities. This weakness can also be linked to the current dire conditions of
the country, including the shortage of energy.
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2) High production costs
The production cost incurred by Mark Whole Traders is higher compared to other players in
the industry, primarily because of its small scale of production and high costs of power
generation. With an uninterrupted supply of energy, however, the production cost for the
company could be reduced to one-third its current level.

Opportunities
1) Capturing new markets
Mark Whole has recently availed a chance its export its products to the US, having realized
some amount of success. It had been the company’s longstanding goal to explore the US
market. The fact that the company has managed to attract customers from the market is a
milestone for the future entry into the US.
2) Cost minimization
Another important opportunity available to Mark Whole Traders, relates to the minimization
production costs. This reduction in costs can be achieved in either of the two ways: by the
installation of a power generation plant (which is costly to install, but can prove to be an
economical in the long-run), or the increase in production capacity (by importing and
installing new machinery). The second option is being considered by the company.
3) Improved working conditions
The work environment at Mark Whole needs to be improved in order to meet market
challenges and to fulfil the demands of customers. The opportunity that the company has in
this regard is the availability of skilled and educated labour, and the influx of imported,
advanced technology. Both these factors can help in modernizing the production facility and
upgrading it to international standards.
4) Research & Development
In view of the surrounding environment and increase in competition, Mark Whole has an
opportunity to invest in R&D to enhance the quality of its products – by means of the
adoption of advanced technologies. Luckily, the research side of the leather sector has
always remained untouched; therefore, an investment in R&D could add more value to the
company’s products, thereby increasing their demand in the global market.
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Threats
1) Instability
The unstable political and economic environment of Pakistan is the single most important
threat to the company’s operations. There have been many instances where customers have
withdrawn their orders, in view of the politically grim conditions of the state.
2) Increasing competition
The increasing scale of the production of leather articles in China and India is proving be a
grave threat for Pakistan’s leather industry. These countries rely on the use of highly
advanced and efficient technologies that allow them to reduce their manufacturing costs.
This, in turn, is reducing the demand for Pakistani leather products in the global market.

Sales and Marketing:
Mark Whole deals with its pet customers on the basis of long-term contracts. It provides
gloves and motorbike suits to sports companies in England and Germany, including to famous
brands like Adidas. Among world markets, the company is popular for its production of gloves of
various types. It does not have international outlets; however the company’s sales team frequently
visits these countries to get a hold of new orders. From a bigger perspective, the company does not
operate in the wholesale market. Mark Whole has adopted a differentiation strategy, focused on the
production of articles that are distinct from those of competitors.

Exports and Imports:
Mark Whole no longer depends on a domestic customer-base, since it exports all of its
products. The company’s major export destinations include England, Germany and the Check
Republic. From among these countries, the major share of exports goes to Germany, followed by
England. Along with the Check Republic, there are other European countries that export from the
company in small amounts. It was highlighted in the previous section that the major brands that sell
the company’s products include Adidas and Malik. The next desired target brand is NIKE, a wellknown name in the US; some initial arrangements to deal with the brand have already been made.
In the case of imports, Mark Whole stands on the lower end. The company mostly relies on
locally produced inputs. The skin tanning and production processes are completed within the firm.
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However, some chemicals and dyes are imported from various destinations such as Kenya and Saudi
Arabia. Along with this, machinery and technology is imported from the China. The company has
decided to import advanced technology from Japan in the future.

Conclusion
Mark Whole Traders was established in 1992 to meet the domestic demand for leather
products. Initially, the company only produced and sold within Pakistan; however, within a few years
after having met with positive customer response, the company expanded its business to major
export markets of the world. In line with the changing trends of the market and improvement in the
quality of its products, domestic usage of the company’s products declined. However, this gap was
quickly filled by international consumers. Presently, the company’s products circulate all over the
world under famous brand names such as Adidas and Malik (Nike is expected to be included in the
list soon). Mark Whole operates its own leather production unit whose processes start from the
buying of fresh leather and end at the production of final goods.
A brief analysis of the company reveals that it follows a focused differentiation strategy. It is
because of this strategy that the company has been able to acquire contracts with world-renowned
brands. The importance and strength of the company lies in its location, and the availability of a
skilled and well-trained labour force, which is sufficient to deliver orders that the company is obliged
to complete on time. Some of the major issues faced by the company include the instable conditions
of the country, energy crises (that result in high production costs) and increasing competition from
neighbouring countries, especially India and China. Nevertheless, the company is actively combating
against environmental and other challenges by capturing new markets such as that of the US.
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Chapter 9
Recommendations
Recommendations for the Textile Sector of Pakistan
The policy recommendations for Pakistan’s textile industry are as follows:
Trade-related Recommendations
•

Pakistan should pursue market access initiatives with the regional bloc, and a Free Trade
Agreements (FTA) with the European Union.

•

Anti-dumping duties and other countervailing measures should be tackled with a long-term
perspective.

•

The Government of Pakistan can facilitate industrialists, by means of the establishment of
industrial cities and zones. Further suggestions include the establishment of tax free zones
and tax holidays.

Monetary Recommendations
•

New and non-traditional markets should be tapped, along with the establishment of
warehouses and display centres, to propel the growth of the textile sector.

•

The Government should provide the maximized credit facilities to businessmen, to allow
them to meet their financial needs and continue running their business.

•

The exchange rate of the dollar should be kept constant to facilitate the exporters.

•

Banks should provide financing facilities at lower rates.

Technological recommendations
•

Immediate arrangements are required to replace the current poor-quality cotton seeds by
new and improved varieties. Likewise, an arrangement needs to be finalized on a war
footing basis, to introduce high-quality cotton seeds in Pakistan, with the target of increasing
the production of cotton to 20 million bales in the next 3 to 5 years

•

Modern cotton harvesting technologies cotton need to be adopted in order to minimize
losses. Similarly, all of the ginning units need to be updated and modernized to standardize
the ginning process along with improving its quality. Cotton standardization should be
introduced at the ginning stage to improve the quality of lint to international standards.
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Economic Recommendations
•

Pakistan is a developing country; hence more focus should be placed on establishing small
and medium enterprises, since large-scale set-ups require enormous amounts of financial
investments.

•

Pakistan is short on capital resources, yet abundant in the availability of cheap labour;
therefore, the establishment of labour-intensive industries should be promoted.

•

The Government of Pakistan can help attract foreign investment to the country, by the grant
of generous facilities to foreign investors. The media can also assist in this regard, by
projecting a favourable image of Pakistan to the world.

Fiscal Recommendation:
•

To give maximum tax concessions to businessmen, the Government should draw minimum
taxes from industrialists and grant tax holidays on the basis of the exported volumes.

•

The gas tariff rates for textile units should be fixed at their current levels for the next 3 to 5
years (at least). In the meanwhile, the prospects of coal-based power generation should be
explored on a priority basis to benefit from the abundant availability of coal reserves.

General Recommendations
•

The threat of terrorism is one of the most critical problems prevailing in Pakistan. For the
security of businesses and their marketing environments, the Government should make an
active effort, as far as possible, to stabilize the law and order situation.

•

Awareness programs, aimed at educating cotton farmers on appropriate management
practices, should be launched to benefit from the availability of new seeds, fertilizers, and
modern techniques.

Marketing Recommendations
•

Alongside organizing textiles and textile products fairs and exhibitions, the Government
should participate in the world’s leading textile fairs − especially in the high-end markets of
the EU and USA.

•

The interaction between textile industrialists and producers should be increased in order to
facilitate the adequate sharing of ideas and knowledge.

•

Likewise, the interactions between Pakistan’s textile producers and those of the world
should be enhanced, so as to facilitate the exchange of ideas and awareness of diverse
cultures.
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To help spread the knowledge of prevailing market trends, and that of designs and valueaddition activities pursued by other countries, the Government of Pakistan, along with the
private sector, should arrange visits to expand the scale of interactions between Pakistan
and other textile producing countries.

Recommendations for the Pak-Japan textile trade
With respect to Pak-Japan textile trade, great opportunities for the export of cotton and
cotton related products exist. However, Pakistan is facing number of problems with other cotton
producing countries due to the end of the Multi Fiber Arrangement (MFA).
•

The demand for textile products is growing and if Pakistan fails to fulfill the current orders, it
will lose both the existing international buyers and potential buyers. An uninterrupted
supply of energy resources such as electricity and gas is a necessity of the time, in order to
restore the lost market.

•

The monthly loss for the textile industry, mainly due to disruptions in the gas supply, goes up
to about USD 1 million, or to USD 4 to 5 billion for the fiscal year. 41

•

Lowering production costs is the first step towards greater competitiveness. In order to
obtain higher market shares, Pakistan’s textile industry must improve costs of production.

•

Investing in technology which is focused towards lowering production costs.

In order to achieve greater productivity
•

Need to improve the quality of cotton and the productivity of the sector; through adoption
of new hybrid cotton seeds and latest harvesting techniques.
Provision should be made for the application of the following quarantine measures

•

Effective, transparent and strict controls need to put in place for the import of exotic plant
material.

•

Check the uncontrolled import of genetically modified varieties, as it can irreversibly damage
the cotton crop.

41

http://www.thetextileicon.com/blog/2011/08/20/government-of-pakistan-wearisome-to-tears-

down-the-textile-industry/
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•

There is a need to develop awareness among farmers about appropriate management
practices, in order to enable them to take full advantage of the available new seed varieties,
fertilizers, and latest techniques.
Cotton export and manufacturing is focused in a small number of regions

•

Diversification of Pakistan's total exports of other products in general, and cotton and textile
products in particular.

•

The ‘infant industry’ argument is not valid for the textile industry of Pakistan anymore, to
make the industry more competitive the government needs to withdraw support gradually.

•

To provide exporters with uninterrupted transportation and loading facilities, appropriate
assistance and regulatory measures are needed; so that unnecessary procedures which
discourage the exporters are eliminated, and they are able to easily pursue their business
operations.

•

The Government should organize cotton fairs and exhibitions on a yearly basis.

•

Appropriate arrangements should be made for delegates from foreign countries to visit
Pakistan’s textile industry in Karachi, Faisalabad, Multan, and Lahore. In addition to this,
Pakistan’s exporters should organize visits to the countries to which they export, in order to
build better relationships.

•

The textile industry, consisting of the cotton sector, textiles and garments, raised Pakistan
level from a low-income country to a middle-income country; temporary increase in trade
with Japan played an important role in this uplifting.

•

Japan economic Zone should be established in Pakistan’s industrial area.

•

There is a need to sort out free trade possibilities between Pakistan and Japan, more
specifically in T&C sector.

•

Cultural shows should be organized in both the countries, so that the common people are
educated about the traditions, cultures, fashions and trends of the other country.
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Recommendations for the Leather sector of Pakistan
Pakistan’s leather industry is facing numerous challenges that have been slowing down the
pace of production and causing it to lose its global market share. The Government of Pakistan needs
to take quick initiatives to overcome these problems.
Some of the policy recommendations are highlighted below:
Monetary Recommendations
•

The exchange rates of currencies (dollar) should be fixed.

Fiscal recommendations
•

Taxes should be reduced to a minimum level.

•

Subsidies should be given to exporters to increase the volume of exports.

•

The rates of raw materials and energy resources should either be kept constant or with
minimum fluctuations.

Trade Recommendations
•

Duties on imported machinery should be reduced. Local machinery is both, technologically
inferior and inefficient. A reduction in these duties can allow leather industrialists to more
economically produce the latest products demanded by the global market.

•

Duties on imported leather product samples should also be reduced.

•

Footwear is a highly demanded leather product of the world which, unfortunately, is not
being given due importance by Pakistani industrialists. Local companies should try to build
partnerships with international brands that are operating in Pakistan and employing
Pakistani labour. Doing so will enable the country to access the international leather
footwear market, while the resulting value-addition to the local leather footwear industry
will bring more revenue to the country.

•

The EU is charging import duty on finished leather products exported from Pakistan. The
Government should take up this matter with the EU to abolish this duty.

•

The Government of Pakistan should help the local exporters that want to extend their
market to newly identified potential markets of the world.
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Marketing Recommendations
•

The Government of Pakistan should organize international-level exhibitions for its leather
and leather products.

•

Official delegations should be organized and sent to the other countries of the world. The
main purpose of these delegations will be to disseminate information about the country’s
products.

Technological Recommendations
•

The Government of Pakistan should establish training institutions to train the people
working at slaughter houses. Since these workers skin animals, they should be made more
aware of the use skins and hides, and how only a small cut can render the entire skin
useless.

•

There is a strong need for the establishment of well-equipped laboratories for leather and
leather goods. This will clearly enhance the research and development (R&D) capability of
the sector.

Economic Recommendations
•

To bring latest diversification in the leather portfolio, leather products have to be
differentiated in design. This will allow more products to cater to the vast range of global
customers.

Policy Recommendations
•

'Fox Furs' are in great demand in most countries of the world. This product should thus be
removed from the negative list of items under export and import orders. Export of
garments, using allowable fox fur trimmings for decoration, should also be permitted to
boost the export of value-added leather garments.

General
•

Nowadays, one common problem faced by every industrialist is the prevailing energy crisis.
The energy dilemma is raising the cost of production for the industry, resulting in the loss of
global market share. Thus, the Government of Pakistan needs to resolve the energy crisis on
a priority basis.

•

Over the past few years, the supply of gas has been found shut during the winter season.
Leather production needs a continuous supply of gas all year round. Therefore, this problem
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needs to be solved, as soon as possible, to ensure the uninterrupted continuation of the
leather production process.
•

Ever since the incident of 9/11, Pakistan has been engaged in the war on terror. Foreign
buyers are fearful of the country’s situation and are hesitant to come to Pakistan to deal
with Pakistani companies. The Government of Pakistan should make efforts to foster a
positive image of the country in the world. Additionally, strict security arrangements should
be made for foreigners who wish to visit Pakistan.

•

Leather and leather products from Pakistan have carved a respectable place in the world
market but are sold under foreign brand name Steps are yet to be taken in order for these
products to be sold under “Made-in Pakistan” label and Pakistan originating brands. 42

42

PITAD, Leather Sector Analysis, Osman Bin Saif, p. 63
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The International Trade Centre implemented the Trade Policy Capacity Building Component of the European Union
funded TRTA II programme. It is aimed at the Ministry of Commerce and Government of Pakistan in developing a
coherent trade policy and attendant regulations for export competitiveness. Specifically, it will aim to reinforce the
skills of government officers working in trade related ministries and implementing agen- cies on issues related to trade
policy, commercial diplomacy and regulatory reform. The main way in which to achieve this through the institutional
capacity building of key local training institutes, which is intended to have an immediate effect on the capacity of
government officers working on trade policy issues.

In addition, Component 1 promotes comprehensive, regular and well informed public-private dialogue among the
government, private sector and civil society for trade policy development, monitoring and evaluation. To promote local
ownership and legitimacy of the dialogue, a steering committee comprising equal representa- tion of the public and
private sectors has been established with the formal approval of the Ministry of Com- merce of Pakistan. Its mandate is
to oversee the planning, implementation and monitoring of public-private dialogue on key issues. To better inform the
public-private dialogue process, research studies are commis- sion and internationally peer reviewed before
dissemination to stakeholders.
The targeted interventions of Component 1 to achieve these goals constitute the following:
Result for Component 1: Coherent trade policy and regulatory reform for export competiveness
1.
2.
3.
4.
5.

The Pakistan Institute for Trade and Development (PITAD) institutional capacity is strengthened.
PITAD's and other research institutes' expertise on trade policy strengthened.
Government officers' capacity on specific trade policy and international trade negotiations strengthened.
Research studies contributing to the development of a national export strategy conducted.
Public-private dialogue for a coherent national export strategy is fostered.

For further information about the ITC implemented Component 1
and the TRTA-II programme visit: http://trtapakistan.org

