Apparel & Knitwear

Readymade industry facing traditional
competitors in the region

by Dr. Noor Ahmed Memon.

At present Pakistan is fast losing its
share in the global garment market
because of high cost of production.
Garments exports from Pakistan’s tradi-
tional competitors in the region -
Bangladesh, Sri Lanka, China and India -
have picked up dramatically because the
exporters of those countries are getting
hidden subsidies from their respective gov-
ernments. Export of readymade garments
from Pakistan decreased form 42 million
dozens worth US $ 1.59 billion in 2007-08
to only 30 million dozens worth US $ 1.23
billion in 2008-09, thus showing decline of
23% in term of value.

The apparel segment is the highest
value added link in the entire textile value
chain. The global trade in the sector
accounts for 53% of the total value of
global textiles trade and is consistently
growing since the last two decades.

Pakistan has been a major Asian player
in the garment export market especially
during 1990s and early 2000. Total
apparel exports from Pakistan were to the
tune of US$ 1.38 billion in 2006-07. The
importance of the apparel sector in the
overall economic perspective is two fold.
On the one hand the sector has the poten-
tial to be the engine of Pakistan textile
export growth, while on the other the
sector is the largest source of creating low
cost employment in the country at all
levels.

USA and the European Union remain
to be the largest markets for garments and
other apparel products with a combined
share of 73% in total global clothing
trade.

At present the major thrust of gar-
ments exports from Pakistan is on the USA
market. The European Union is the second
largest market for garment manufacturers
from Pakistan. Major markets that
Pakistani manufactures have so for not
been able to explore are the Japanese
market, the United Arab Emirates and
some new markets in the European Union.
These markets demand high product stan-
dards and in return offer higher per unit
price.

On the other hand Bangladesh gets
duty-free access to the neighboring coun-
tries in the US, reporting textile exports
worth $US15 - $20 billion over the next
two years. At present Bangladesh has
earned $US 12.35 billion in the fiscal year
to June 2009 by exporting ready-made
garments. Garments accounted for three-
quarters of the country's total export
income. Garment exports, including
readymade garments, primary textiles and
knitwear, account for more than 80% of
national export income, and in the 12
months to June, 2009 rose from $10.7 bil-
lion in the previous financial year. Despite
a decline in garment exports in the second
quarter of current fiscal year, exporters are
still trying to attract orders from traditional
buyers in Europe, the United States and
Japan. BGMEA represents 5,000 garment
factories that employ about three million
people, mostly women. Bangladesh is in
the process to get duty-free export of gar-
ments to Russia, Malaysia, India, Pakistan
and the member countries of the
Association of South-East Asian Nations.

Pakistan produces apparel of various
patterns and styles, of the latest fashions

Table 1: Import of sewing machines

2008-09
Machines |
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2007-08 2006-07

Quantity Value Quantity Value Quantity Value

1,427 2,395 19,052 27,803 17,534 23,871
(household)
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UL SEbilaly 288 33841 744 65186 647 47,100
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Total 44,582 855,238 135,108 1,376,251 175,158 2,048,398

Source: Federal Bureau of Statistics, Government of Pakistan.

58 PTJ January 2010

and quality. The industry is adequately
equipped to produce latest fashions to suit
tastes and needs in any part of the world.

Leading Pakistani designers, garment
manufacturers and exporters regularly dis-
play their designs and products round the
world at international fairs and exhibitions
and in trade centres like Paris-London,
New York, Tokyo and Berlin.

The readymade garment industry in
Pakistan generally operates on a small,
medium and large scale units most of
them having 50 machines and below.
Large units are presently coming up in the
organized sector of the industry.
According to an estimate about 75% of its
units are in the unorganized sector and are
established in small shops, flats and
houses.

These units also do not have modern
machines like over locking, creasing, collar
pressing, buttoning and cutting etc. These
units are mostly equipped with 4-10
sewing machines and 1-2 electric irons.
These items are usually made/assembled
in Pakistan and give satisfactory service.
The useful life of a sewing machine is
stated to be about eight to ten years,
whereas an electric iron is expected to last
one to two years only.

During the last five years more than
$3.2 billion have been invested in the
value-added sectors including in sewing
machines, stitching, knitting, finishing and
knitting processing. Pakistan imported
large numbers of sewing machines from
China, Japan and Singapore. Import of
various sewing machines into Pakistan
decreased from 175,158 numbers valued
Rs. 2.05 billion in 2006-07 to only 44,582
numbers valued Rs. 0.85 billion, thus
showing decline of 58% in terms of value.
At present industry enjoys the facilities of
duty free import of machinery and income
tax exemption. Import of sewing
machines into Pakistan is given in Table-1.

The industry mostly produces cotton
and cotton blended shirts, T-shirts, Bush-
Shirts, Pants, Children’s suits, school uni-
forms, skirts, blouses and maxis. Among
these men’s shirts and children garments
are widely manufactured for local markets.
These are mostly made of cotton blended
cloth. In cotton articles, the non-mill made
cotton cloth is largely used as against mill-
made cloth. The unorganized sector of the
industry largely uses non-mill made cotton
cloth even when it manufacturers gar-
ments for exports.




Production of garments by units
depends on export orders directly of indi-
rectly. These orders have somewhat risen
in terms of value, but they have fluctuated
widely in terms of quantity. Export of
readymade garments from Pakistan is
given in Table-2.

Pakistan exports garments to a
number of countries. Major buyers of
readymade garments during 2008-2009
were USA, Germany, UK, Italy, France,
Netherlands and Spain. Country-wise
exports of readymade garments are given
in Table-3.

Pakistan joins International
Apparel Federation

Recently Pakistan Readymade
Garments Manufacturer and Exporters
Association (PRGMEA) have joined the
International Apparel Federation (IAF),
making Pakistan 44" country to join the
federation. Membership of the IAF would
help the Pakistani apparel industry and
exporters develop direct business contacts
with the business communities of 43
members of the |AF globally.

IAF is a world-wide knowledge net-
work that collects and disseminates infor-
mation about statistics, benchmarking,
developments in apparel designing, distri-
bution sourcing, and trade and technol-
ogy.

Table 2: Exports of Readymade
Garments from Pakistan
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PRGMEA would soon launch |
its web-site, enabling its members
and SMEs develop direct business |

Table 3: Country wise export of
Readymade Garments (Value in 000 $)

contacts with the IAF members, Country 2008-09 2007-08 2006-07
which will not only save time and | Germany | 174501 | 207,649 181,053
money but also reduce chances of | Spain | 68120 95550 83,146 |
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several times over previous years, | South Africa 1,649 2,469 4,096
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China emerged as a leading |

exporter in the second half of the = Total

1,230,019 1,592,380 1,547,345

1980s and today occupies the |soyrce: Trade Development Authority of Pakistan.

number one position in the world. *
Several developing countries such as India,
Thailand, Bangladesh, Indonesia, Sri
Lanka, Pakistan, Turkey and East European
countries are all becoming sizeable pro-
ducers of ready made garments.

According to the Pakistan Textile
Exporters Association (PTEA), the domes-
tic textile industry is confronted with surg-
ing competition from other low-cost
countries in Asia, namely Bangladesh,
India, China and Vietnam.

The image of Pakistan as supplier of
quality products can be promoted through
regular participation in international prod-
uct exhibitions and trade fairs. Single-
country fairs, road-shows and exhibitions
should also be arranged to promote
Pakistani products.

To capture a greater share in the rap-
idly expanding global market for higher
value-added textile products, the textile
industry must move up the value chain
and increase the share of high value-
added garments and made-ups.

The value chain analysis shows starting
from cotton picking and storage, contami-
nation is introduced in cotton due to non-
standardized methods. The low count yarn
produced by the spinning industry and
fabric produced on power looms by low-
skilled machine operators are the other
causes of low quality. According to the
recommendations, the apparel industry
needs to improve quality, move up in the
value chain, lay technological foundation,
and strengthen global business operations
to generate more employment opportuni-
ties as well as becoming a global player.
Emphasis should be placed on the promo-
tion of value added products, especially in
new designs and products.

It believed that the apparel sector
would benefit more than other segments
of the textile industry from foreign invest-
ment. Joint ventures with foreign apparel
manufacturers would put the industry in
the international supply chain, being the
new technology and even help in intro-
ducing Pakistani brands in the global mar-
kets. &
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