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Shifting Focus in Global Sourcing Towards Asia :
India Emerging as a Strong Alternative



Globalisation has led to a profound change in the product 
sourcing and manufacturing patterns pursued the world over

Globalization waves in the 19th and 20th century 
(Percentage change unless indicated otherwise)

Apart from real Trade growth , FDI as % of  GDP has become more significant



Financial flows to Developing 
Economies in Asia have grown 
steadily

Net FDI Inflows

Official Development Assistance

Migrant Workers’ Remittances

Developing Economies in Asia 
have benefited from remittances 
along with migration, growing 
faster than Official Development 
Assistance (ODA)

Remittances are an important external financing source for

developing countries, and  a growth driver of many of them



Global Sourcing is being increasingly preferred as shown by the 
high growth rates in both historic & future sourcing trends 

Why is preference for Sourcing Globally increasing?

1. Global Markets

Need to achieve greater efficiencies in crowded markets

2. Global Products

Need  products to be widely acceptable, sustainable and most 
importantly cost competitive

3. Global Relations

Greater emphasis on enhancing collaborative relationships with 
suppliers both at national and individual level
- National level (PTAs/FTAs) 
- Company level (Mergers/Acquisitions/JVs)



Ability to measure & track actual savings or assess the 
“true cost” is critical for successful global sourcing

4. Global Policies

Achieving greater cost efficiencies over competition 

- increase cost saving (tax subsidies) 

- increase competitive access (procurement  & 

marketing costs)

5. Global Sustainability

Greater emphasis on enhancing product safety along with optimal quality

- eco-friendliness (recycle / reuse)

- carbon footprints (resource optimization)



Challenges to improve “Input-Cost” efficiencies and “loss” due 
to product rejections have led to the shift in sourcing focus  

What is the need for ‘Shift in Focus’ for Global Sourcing?

1. High Fuel & Commodity Prices (Cost)

Need to achieve greater cost efficiencies in input costs

2. Product Recalls (Quality)

Rise in “Innovation for Design-cost” has led to increased  product recalls for 
the want of better quality, differentiation and value addition

3. Environment Considerations (Sustainability)

Rise in “Design for Environment-cost” and high level 
of Consumer awareness has increased preferences for safe and comfortable 
products



India & Asia have recorded robust  economic growth 
as compared to other regions worldwide  

Economic Growth 
Year 2010



Industrial countries are slowly transforming  as consuming 
economies as seen in increased exports of Developing countries

Direction of Trade
(%) Share in World manufactures exports by product group

Industrial Countries Developing Countries

Source: GATT Networks of World Trade, WTO

Direction of Trade Data depicts Developing Countries, over years,  
have recorded higher % Share of T&C exports to Industrial World



Key criteria are labor, raw materials and the efficiency and 
flexibility of suppliers to meet changing trends retailer demands

Textiles and Apparel: Factors of Competitiveness
(Sourcing parameters affecting Global preferences)

Business climate

Infrastructure and proximity to markets

Market access

Labor and management

Raw-material inputs

Level of service provided and reliability of supplier

Source: USITC



India is the most preferred sourcing partner in Asia 
following China in almost all the competitive factors



Indian Textile Industry:  Porter’s Diamond Analysis

Factor Conditions

Firm Strategy, Structure & Rivalry

Demand Conditions

Related & Supporting Industries

Government Regulations / Policy

India is abundant of all the conditions necessary for a healthy investment

Indian Textile Industry provides for all the factors favorable for 
sourcing sought by the world over economies



Second largest producer of Raw cotton 

Largest producer of Organic cotton

Second largest producer of Cellulosic fibre / yarn

Second largest producer of Cotton yarn

Second largest producer of Silk

Largest producer of Jute

Indian Textile Industry



India’s T&C market is growing at the rate of 11%CAGR 
fuelled by the rapidly increasing domestic demand

Source: Technopak Analysis

India T&C Total Market Size                      India T&C Domestic Demand

Indian’s T&C Market size is estimated to India’s T&C Domestic Demand is 
reach US$ 220 Bn by 2020 from US$ 80 Bn estimated to reach US$ 140 Bn by 2020



Production has converged towards Asia from Western Countries, 

China followed by India are preferred sourcing destination

Source: Technopak Analysis



Global T&C Trade                               Indian T&C Exports

Global T&C trade is expected to reach India has the potential to 
US$ 1 Trillion by 2020 from the current US$ 510 Bn increase its export share in world 
trade   

from the current 4.5% to 8% by 2020

The high growth for Indian exports is possible due to increased 
sourcing shift from developed countries to Asia and India

Source : Ministry of Textiles, UN Comtrade, Technopak Analysis



Investments

Investments to the tune of Rs 32,00,000 Mn (US$ 68 Bn) across the 
Textile value chain will be required by 2020 to tap the potential market 
created along with growth of the industry.

Recent liberalization of foreign investment regulations and 100% FDI 
allowed  in T&C sector under the automatic route, has made India one of 
the fastest growing destinations for FDI inflows.

After China, India is the second most attractive destination for FDI in 
textile and apparel sector, other than South Asian countries of Bangladesh 
and Vietnam where the FDI and textile and apparel exports have seen a 
major growth.

India’s strengths as an investment destination rests on 
strong fundamentals & a growing domestic consumption



Infrastructure

India's needs investments to the tune of US $1 trillion for infrastructure 
projects during the XII Plan (2012-17). 

The 'Scheme for Integrated Textile Parks (SITP)' is being implemented 
by Ministry of Textiles, Govt. of India, to facilitate setting up of textile units 
with appropriate support infrastructure. 

Textile & Apparel Parks 

Forty (40) textiles park projects have been sanctioned by the Ministry of  
Textiles with facilities for spinning, sizing, texturising, weaving and 
processing apparels etc. 

After these parks are fully operational there would be employment available 
for 7.50 lakh persons (3 lakh direct & 4.50 indirect).

Indian T&C needs fast paced reforms in key areas of 
Infrastructure, Power and Transaction cost, State levies, etc.



Value Chain Integration

There is a growing recognition amongst countries for integrating the value 
chain from “Farm to Fashion”. 

Value Chain Integration enables vendor management, assists in cutting 
cost and also ensures one-stop sourcing of products and is seen successful 
in context of Special Economic Zones set up by mass producing nations like 
China. 

In India schemes to set up integrated textile parks & processing facilities in 
identified textile clusters has commenced the integration process but needs 
to be accelerated so that each segment of the textile chain captures the 
value.

Integration relates to both production & trade linkages where 
large players book orders and the smaller ones service them



Suggestions

Aiming greater efficiencies in the supply chain management

Indian T&C industry has one of the most complex, fragmented and long 

supply chain in the world right from raw material procurement to shipping & 

port handling facilities and requires better resource management to achieve 

the right balance and inventory control

Greater focus on Brand Development

Indian entrepreneurs with an eye for the growing retail format worldwide 

and in response to changing consumer preferences need investing in brand 

building and undertake vigorous efforts in promoting their Brands 

Integrated value chains with speedy deliveries & 
Brand Creation determine image of a Global Player 



Widening of the product base

As per an analysis out of the top 50 T&C products traded in the World 
(accounting for almost 40% share of trade), India appears amongst the Top 
5 suppliers only in 14 products. We need to undertake suitable measures to 
widen the base of products manufactured and exported from India so as to 
meet the requirements of the consumers, rather than competing amongst 
ourselves in a limited range of products.

Market Diversification

There is a need to diversify the market base so that relevant products are 
sold in relevant markets. In view of India’s presence in the entire value 
chain from Fibre to Fashions, there is a need to clearly workout a Product –
Market matrix so that the promotion efforts are focused and synchronized. 
Also post recession, for a sustainable economic growth we require focusing 
on specific markets – where recoveries are strong and the outlook is 
stronger.

Its time we know… What to sell?  Where to sell?
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