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Abstract

The India-UK Comprehensive Economic and Trade Agreement (CETA) provides a timely tariff
cushion for India’s textiles and apparel (T&A) sector at a moment when US, India’s biggest
export market has slapped 50% tariffs- hitting T&A as one of the hardest-affected segments.
With immediate tariff elimination on key T&A chapters, Indian exporters gain a potential price
edge in the UK’s USD 19.6 billion apparel import market, where India’s share remains at 6 per
cent compared to Bangladesh’s 20 per cent. However, India’s experience with the Japan and
Korea CEPAs demonstrates that preferential tariffs alone do not guarantee market gains. We
argue that without structural reforms, India risks repeating the underutilisation of past FTAs.

Our analysis identifies three binding constraints that must be addressed to convert tariff
preferences into export share. First, raw material bottlenecks in man-made fibre caused by
high costs and restrictive Quality Control Orders continue to skew India’s export basket toward
cotton, even as global demand is dominated by MMF-based apparel. Second, fragmented
clusters and sub-scale factories (typically 500-600 workers compared to Bangladesh’s 1,200)
affect competitiveness by limiting India’s ability to deliver large-volume, quick-turnaround
orders. Third, procedural and regulatory frictions from licensing and customs delays to
complex export documentation undermine ease of doing business, extending lead times and
raising costs.

This policy brief recommends a sequenced strategic solution. In the short term, MMF
bottlenecks must be eased to enable exporters to pivot toward UK demand. In the medium
term, product alignment with UK demand, cluster integration and technology upgradation are
critical to build reliability and speed. Over the longer term, India must embed competitiveness
through a resilient T&A ecosystem with scale, capacity and institutional mechanisms,
anchored towards PM MITRA parks and buyer facilitation platforms. Leveraging the UK deal
not merely as a tariff cushion but as a catalyst for systemic reform will allow India to de-risk
from US tariff shocks, avoid repeating Japan/Korea underperformance, and position itself as
a reliable sourcing destination in global T&A value chains.
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Deepening India-UK Apparel Trade: Beyond Tariff Concessions
Sulakshana Rao, Ayushi Gupta, Riya Jain and Ashok Gulati
1. Introduction

India’s Textiles and Apparel (T&A) exports worth nearly USD 11 billion? to the United States
(US) are under threat. With prohibitive tariffs (50 per cent effective from 27™ August 2025)?
India’s single largest market is commercially unviable, especially when the tariffs on our
competitors like Bangladesh, Vietnam and China are much lower (Gulati et al., 2025). Prime
Minister Modi has underlined the need for diversifying our exports to other countries. This
policy brief looks at the potential of the recently signed India-UK trade agreement scoping the
T&A export sector. One of the biggest sectors at stake due to enhanced tariffs by the US is the
T&A sector, which provides employment to 45 million people directly and anchors India’s
labour-intensive manufacturing.

Against this backdrop, the recently concluded India-UK Comprehensive Economic and Trade
Agreement (CETA) holds significant promise for India’s T&A sector. With the immediate
elimination of tariffs on Chapters 61 and 62 (knitwear and woven apparel), Indian exporters
gain a clear price edge where competitors like Bangladesh and Vietnam dominate. This
preferential market access should help India tap into the UK’s USD 19.6 billion apparel import
market (ITC Trade map, 2024), where India currently has a 6 per cent share compared to
Bangladesh’s 20 per cent.

However, past experience shows that tariff preferences (See Annex 1 for full list of India’s
Trade agreements) alone do not determine export growth. Taking the case of the India-Japan
Comprehensive Economic Partnership Agreement (CEPA), despite duty-free access since 2011,
India’s apparel exports to Japan have decreased from USD 229 million in 2013 to USD 203
million in 2024 (ITC Trade map, 2024). Similarly, despite the India-South Korea CEPA being in
place since 2010, India’s apparel exports stood at USD 63 million in 2024, which is just 1 per
cent of Korea’s apparel imports (ITC Trade Map, 2024). Whereas, Bangladesh enjoys duty-free
access as a Least Developed country (LDC) under Generalised Scheme of Preferences (GSP) in
Japan, Korea and the UK (WTO, 2019; Gov.uk, 2023) that combined with scale and cost
competitiveness (World Bank, 2020; ILO, 2022), explains its disproportionately high market
share despite the absence of FTAs (World Bank, 2021; WTO, 2022).

Table 1 illustrates this persistent mismatch between tariff advantages and actual trade
outcomes. Despite preferential FTAs, India’s share in Japan and Korea’s apparel and made-up
imports remains at only 1 per cent, while China and Vietnam dominate. Even in the UK, where
India holds 6 per cent in apparel and 10 per cent in made-ups, it lags far behind key

1 India’s T&A (HSN 50-63) exports to the US stood at USD 10.46 billion in 2024, of which nearly 78 per cent was concentrated in HSN 61
(knitwear), HSN 62 (woven apparel) and HSN 63 (home textiles and made-ups). This article focuses primarily on these three
categories. (ITC Trade Map, 2024).

2 Currently, the US maintains an average MFN tariff of 11-12per cent on apparel and 2-12per cent on textiles. With the additional 50per
cent duty (effective 27 August 2025), the cumulative incidence would rise to around 63per cent on Indian T&A exports.



competitors. The pattern extends to newer FTA partners: in Australia, India accounts for just
5 per cent of apparel and 11 per cent of made-ups imports, while China alone supplies nearly
60 per cent; in the UAE, despite geographical proximity and tariff-free access, India captures
only 15 per cent of apparel and 20 per cent of made-ups, compared to China’s 30 per cent
share.

This clearly indicates that without complementary reforms in production and infrastructure,
tariff advantages do not translate to orders. These experiences also underline a broader
structural reality that trade flows in T&A are shaped not just by tariffs alone but also by the
dynamics of global production shifts. The global T&A industry has historically followed the
‘flying geese’ phenomenon? - as wages rise in one country, production migrates to the next
lower-cost destination. Japan and Korea were once dominant, before the industry shifted to
China, and later to Bangladesh and Vietnam. Without structural reforms, India may remain a
residual supplier rather than a node in the T&A global value chain.

Table 1: T&A* Imports in key trade agreement partner markets

Importing Population GDP per Apparel Made-ups Key Suppliers and Tariffs®
Country (million)* capita Imports Imports

(UsD)*  (BnUSD)  (Bn USD)

UK 69.9 54,949 19.65 2.61 India (AS-6%, MS-10%, AT-0, MT-0); China
(AS-25%, MS-39%, AT-11.44, MT-9.92);
Vietnam (AS-6%, MS-3%, AT-0, MT-0);
Bangladesh (AS-20%, MS-3%, AT-0, MT-0)

Japan 123.3 33,955 22.85 3.67 India (AS-1%, MS-1%, AT-0, MT-0); China
(AS-49%, MS-72%, AT-7.15, MT-4.72);
Vietnam (AS-18%, MS-14%, AT-0, MT-0);
Bangladesh (AS-5%, MS-1%, AT-0, MT-0)

South 51.7 34,641 12.36 1.31 India (AS-1%, MS-1%, AT-0, MT-0); China

Korea (AS-36%, MS-57%, AT-3.66, MT-1.76);
Vietnam (AS-28%, MS-28%, AT-0, MT-0);
Bangladesh (AS-5%, MS-1%, AT-0.11, MT-0)

Australia  27.5 64,547 7.82 1.68 India (AS-5%, MS-11%, AT-0, MT-0); China
(AS-58%, MS-63%, AT-0, MT-0); Vietnam
(AS-9%, MS-2%, AT-0, MT-0); Bangladesh
(AS-12%, MS-3%, AT-0, MT-0)

UAE 11.1 48,830 6.6 0.81 India (AS-15%, MS-20%, AT-0, MT-0); China
(AS-30%, MS-29%, AT-5, MT-5); Vietnam
(AS-6%, MS-2%, AT-5, MT-5); Bangladesh
(AS-10%, MS-1%, AT-5, MT-5)

Source: *WDI, 2025, *IMF (2024-2025), ** ITC Trade Map (2024), *WITS (2023)

Note: AS is Apparel Share, MS is Made-ups Share, AT is Apparel Tariff, MT is Made-ups Tariff

3 The flying-geese paradigm first theorized by Akamatsu (1962) and extended by later scholars captures the global pattern of industrial
relocation from high-wage to lower-cost economies. As Cutler et al. (2003) note, production initially shifted from the US to Japan,
then to Korea, Taiwan, Singapore, and ASEAN countries; China followed in the 1990s, and more recently Bangladesh, Vietnam and
Cambodia have emerged as manufacturing hubs.

4 T&A sector spans HSN 50-63. In this article, we analyze HSN 61-62 (apparel) and HSN 63 (made-ups and home textiles), which
constitute 58 per cent of India’s T&A exports.



We argue that while preferential access provides a necessary tariff cushion, it may not
necessarily deliver sustained gains for India’s T&A exports unless other sectoral reforms are
carried out. Real competitiveness will depend on how quickly India can adapt its product
basket to UK demand profiles, dominated by man-made fibres (MMF), winterwear, athleisure,
fast-fashion segments and address backward linkages and infrastructure bottlenecks. In this
context, we give a brief overview of the UK’s apparel import profile and the mismatch with
India’s export basket, before turning to domestic bottlenecks in scale, raw materials and the
ease of doing business (EoDB) that must be addressed.

2. UK’s apparel import market and India’s export mismatch

In 2024, the UK imported apparel worth USD 19.6 billion (ITC Trade Map, 2024), of which India
contributed USD 1.19 billion, holding a 6 per cent share. India remains a significant supplier
and ranks fourth in the UK market, yet it has not expanded its share as effectively as its
competitors. The UK’s current demand tilts towards fast-fashion basics, man-made and
blended fibre garments, particularly jerseys, pullovers and cardigans made of MMF and
cotton, which are suited for the autumn/winter season (also vital due to the UK’s climate and
key retail periods, including Black Friday and Christmas) (See Table 2)

India’s apparel exports are dominated by cotton basics, with cotton T-shirts being India’s top
export item and the UK'’s top import item (Table 2). India’s exports remain skewed toward
cotton basics, with t-shirts as the leading item. But in high-volume categories such as jerseys
and pullovers, India lags even in cotton, constrained by limited heavy-knitting machinery® and
operator skills. Global buying houses share that competitors have adapted better, for ex.,
Bangladesh supplies low-cost basics at scale; Turkey leverages proximity and speed-to-market
for denim and knitwear; and China covers the entire spectrum from basics to synthetics. This
mismatch does not mean that Indian industry is unaware of demand trends. Firms face
structural blockages such as high raw material costs, difficulty accessing risk capital for
diversification and weak buyer confidence in India’s ability to deliver at scale. The takeaway is
clear - India must diversify beyond cotton (even in cotton, build high value product line like
cotton jerseys), build MMF and blended capacity, invest in finishing and cold-weather garment
lines and align output with the UK’s seasonal fashion calendar®. As the World Bank (2025)
notes, improving infrastructure, lowering compliance burdens and adopting modern
technology will be critical to boosting competitiveness and integrating India into global value
chains.

5 Pullovers are made with coarser gauges (lower gauge numbers) on knitting machines, meaning the needles are spaced further apart
and the yarn loops are larger and thicker. This produces a heavier, more insulating fabric suitable for pullovers, unlike t-shirts, which
use fine gauge, lightweight knitting for breathable fabric

6 Spring/Summer collections are typically sourced 9-10 months in advance for retail launches in March-June, and Autumn/Winter
collections are planned for launches in September-December



Table 2: UK’s top ten imported garments vis-a-vis India exports to UK

Description UK apparel India apparel
Imports Exports to UK
610910 T-shirts, singlets and other vests of cotton 1.48 ?6340)
611030 | Jerseys, pullovers, cardigans... of MMF 1.22 0.002
’ ’ (0.16%)
611020 Jerseys, pullovers, cardigans... of cotton 1.15 0.016
(1.39%)
620342 | Men's or boys' trousers, bib ..., of cotton 0.70 0.015
’ ! (2.14%)
. . . 0.022
610990 @ T-shirts, singlets... knitted/crocheted (excl. cotton) ' 0.70
(3.14%)
, - . 0.033
620462 | Women's or girls' trousers, bib... of cotton 0.60 (5.5%)
620140 Men's or boys' overcoats, car-coats... of cotton 0.57 0.0001
! (0.017%)
620240 | Women's or girls' overcoats, car-coats.... of MMF 0.52 0.0001
’ (0.019%)
0 b . o 0.002
610463 Women's or girls' trousers, bib... of synthetic fibres | 0.48 (0.4%)
620443 | Women's or girls' dresses of synthetic fibres 0.43 0.079
(18.3%)

Source: ITC Trade Map

*Figures in parentheses represent India’s share of a particular garment in the UK market
3. Domestic constraints to be addressed’: Bridging policies to practice
3.1 Building Scale and Capacity

While a trade agreement with the UK may open market access, converting the tariff
preferences to real market share will depend on how India fixes its own structural bottlenecks
in scale, raw materials and inadequate integrated manufacturing capacity.

Take the case of MMF- while global demand is rising, India’s competitiveness has long been
handicapped by policy distortions. MMF is essential for diversifying beyond cotton into higher-
value apparel categories such as winterwear, sportswear, and athleisure, but India’s cotton
dependence and policy distortions limit this shift.

A positive step came with the recent GST reforms (PIB, 2025), which corrected the long-
pending inverted duty structure for the MMF raw materials by reducing GST on man-made
fibre from 18 per cent to 5 per cent and on manmade yarn from 12 per cent to 5 per cent. This

7 Insights in this section are based on discussions with exporters, manufacturers and other stakeholders in the T&A sector, 2025.



rationalisation is very timely and a welcome step by industry as it lowers input costs and
improves parity with global competitors.

However, unless the Quality Control Orders (QCO) regime is revised in parallel, the gains from
GST correction will remain partial. Reforming BIS/QCO rules to allow timely, transparent and
non-discriminatory imports of MMF is essential to ensure that cheaper fibre and yarn
translate into competitive final products. According to member-only fortnightly price data for
July 2025 from the Confederation of Indian Textile Industry (CITI), shared with the authors,
domestic polyester staple fibre (PSF) prices for MSME spinners averaged INR 99.50/kg in early
July, compared to INR 71.85/kg for Chinese spinners, a gap of INR 27.65/kg, or 38.5per cent
higher in India. For viscose staple fibre (VSF), the price gap stood at about INR 27.5-28/kg, or
21 per cent higher than the Chinese levels. Even after factoring in import parity (including
freight, port charges and duties), Indian domestic prices remained 8per cent (for VFS) and 19
per cent (for PSF) above landed import costs (CITI, 2025). These input cost-disadvantages are
policy driven. India’s QCOs block the import and sale of MMF raw materials unless they carry
certification from the Bureau of Indian Standards (BIS). As noted in conversations between
the authors and manufacturers, the BIS process for foreign suppliers is slow, selective and at
times opaque. Very few overseas PSF and VSF units are certified, and major exporting
countries, including China, Thailand, Indonesia and Singapore, face near-total exclusion from
approvals. This regime, while intended to ensure quality, effectively tilts the market in favour
of a few large domestic producers, reinforcing monopolistic tendencies. The effect on trade
flows is significant. Data show that PSF imports fell by 43per cent in FY24 to INR 520 crore,
down from INR 917 crore in FY23, while VSF imports declined by 65per cent to INR 710 crore
from INR 2,033 crore in the same period (Walia, 2024). Industry bodies have urged that the
system be made faster, transparent and non-discriminatory, or that QCOs be shifted from raw
materials to finished products, where quality and safety checks can be enforced without
constraining the entire value chain.

The obvious policy response is to reform the BIS/QCO regime to make it transparent and non-
discriminatory. A phased approach could be considered - shift QCOs from raw materials to
finished products (where quality concerns are valid), while allowing more competitive imports
of PSF/VSF. The government could support domestic producers to invest in a globally
competitive scale through targeted PLI-type schemes. Without such correction, India’s MMF
disadvantage will block diversification.

Even if raw material costs were neutralised, India’s apparel manufacturing base would face a
second, equally binding constraint - the lack of scale and integrated capacity. The Apparel
Export Promotion Council (AEPC) estimates that Indian export-oriented factories typically
employ between 600 and 800 workers. Recent reports from Tiruppur, India’s largest knitwear
hub, post the Trump’s 50 per cent tariff blow, show how the rhythm of looms has slowed, with
many factories falling silent under the pressure of weak orders and rising costs (Financial
Express, 2025). This underlines how fragile the existing capacity base is, even before the new



UK opportunities can be tapped. In Bangladesh, figures from the Garment Manufacturers and
Exporters Association (BGMEA) put the average at around 1,200. Many there are much larger,
allowing a single facility to fulfil high-volume orders. This scale enables Bangladeshi exporters
to offer faster turnaround, consistency in quality and lower unit value costs, making them
more attractive to global buyers seeking large, reliable suppliers. China’s garment industry
operates at an even larger scale, with supplier clusters and industrial complexes, with leading
groups such as Shenzhou International alone reporting over 1,00,000 employees (Shenzhou
International, 2022; ILO, 2017). From an economic perspective, such scale advantages
translate into economies of scale, where fixed costs of compliance, quality control and capital
investment are spread over larger volumes, and economies of scope, enabling diversification
into a wide range of product lines. This lowers unit production costs and provides the
reliability and responsiveness demanded by international retailers.

A major reason why India has not achieved scale lies in its fragmented and unstable workforce
base, which makes it difficult for firms to consolidate production and meet large-volume
orders. In conversations with the authors, industry representatives point towards shortage of
skilled workers and the migratory nature of labour. Large orders from global buyers are divided
among several factories, creating coordination problems, variations in quality and longer
delivery times. In Bangladesh, the ability to deliver large volumes from single or co-located
facilities has been a decisive competitive advantage (World Bank, 2020). This reflects what
Kruse (2025) calls the ‘dwarfism’ problem India’s dual economy where a few frontier firms
coexist with millions of tiny establishments that struggle to scale, undermining productivity
and competitiveness.

In India, production is concentrated in southern and western hubs, while many workers
migrate from Bihar, Uttar Pradesh, Bengal and Odisha. To address seasonal and migration-
related shortages, some garment makers have begun establishing factories in northern and
eastern states. Relocating capacity to labour-source regions can reduce costs and improve
retention. However, it will also require differentiated approaches. The World Bank (2025)
recommends that less-developed states prioritise fundamentals such as infrastructure,
education and health, while more advanced states push ahead with business environment
reforms and deeper GVC integration. In this context, developing new apparel clusters in states
like Bihar or Odisha would first require strengthening basic infrastructure, worker skilling and
social services, so that manufacturing investments can be viable and sustainable. A sequenced
two-track strategy can thus enable balanced growth and prevent over-concentration in
existing hubs.

Policy support needs to be sector-specific and holistic. This means large-scale skilling
programmes for apparel workers, incentives for modernising machinery, ensuring competitive
and reliable availability of MMF raw materials, and facilitating affordable financing for capacity
expansion. One concrete option could be a capital subsidy scheme for firms that commit to
doubling their assembly line size from the current 500-600 to at least 1,200 workers,



comparable to Bangladesh. This scheme would help Indian firms reach the minimum
economic scale needed to secure large-volume orders. Relocation to northern labour-surplus
states must be backed by industrial clusters, skilling and housing support, so that workers are
retained and productivity is stabilised. Access to affordable finance remains a binding
constraint. The World Bank (2025) also emphasizes that raising India’s real investment rate
from 33.5 per cent to 40 per cent of GDP will be fundamental to sustaining growth.
Strengthening financial regulations and easing MSME credit can directly support apparel
exporters in scaling up capacity and investing in technology upgrades. Only a coordinated
package addressing these interlinked constraints can create the scale needed for India.

3.2 Enabling Ease of Doing Business

While tariff preferences under an FTA may improve India’s market access, the on-ground
realities of starting, running and scaling a manufacturing-export business is tangled in a web
of procedural and regulatory hurdles. Despite government claims of single-window
clearances, practitioners’ experience suggests that the ‘window’ is a facade for multiple
departmental doors (Table 3). National and state-level portals may centralise application
forms, but physical inspections, follow-up visits and separate departmental approvals persist,
eroding the promised efficiency.

India’s regulatory and institutional framework continues to constrain rather than enable scale.
As highlighted by Manish Sabharwal (Chairman and Co-founder, TeamLease Services), firms
must navigate over 1,500 separate laws, around 69,000 compliance requirements, and more
than 26,000 clauses with penal provisions, including the risk of imprisonment. These stringent
rules raise the cost of doing business, discourages formalisation and ultimately prevents
enterprises from growing. The challenge is not the absence of policy but the need for smarter,
simplified and streamlined regulation.

In case of apparel, before an exporter can receive a Consent to Operate, they must secure a
series of clearances across multiple departments. It begins with securing a factory licence
from the State Labour Department under the Factories Act, along with building plan and land
use approval from the local municipal corporation or the state industrial development
authority. It also includes licences for fire safety, environmental compliance, trade
permissions, electricity, water connections and mandatory labour registrations such as EPFO,
ESIC, and shops and establishments. Most of these are obtained sequentially involving
separate applications, inspections and fees.



Table 3: Key Licences and Issuing Authorities in India

Licence/Approval Issuing Authority

Factory Licence State Labour Department

Building Plan & Land Use Approval Municipal Corporation / State Industrial Development
Authority

Fire Safety NOC State Fire Department

Consent to Establish State Pollution Control Board

Trade Licence Local Municipal Authority

Power Connection Approval State Electricity Board

Water Connection / Borewell Local Authority / Central Ground Water Authority

Permission

EPFO Registration Employees’ Provident Fund Organisation

ESIC Registration Employees’ State Insurance Corporation

Shops and Establishments Registration | State Labour Department

Source: Author’s Compilation for various sources

Even within the so-called single-window system, each approval and clearance carry its own
fee, and apparel manufacturers said that ‘speed money’ is tacitly expected to prevent files
from stalling. For MSMEs that lack compliance teams of larger exporters, this maze of
paperwork, fees and informal costs is a deterrent to expansion, tying back to the sector’s lack
of scale.

Once operational, apparel exporters face another layer of requirements for international trade
(See Annex 2). They must obtain an IEC and RCMC, register for zero-rated GST exports, and
prepare a set of shipment documents each matching across systems to avoid customs delays.
This documentation process is repeated for every export consignment. Exporters note that
shipping a single container from India can require 17-18 different documents, while in China
the same can be done with just two - an invoice and a packing list (Business Today, 2025).

These inefficiencies carry through to trade facilitation. According to World Bank Enterprise
Survey data, the average time to clear direct exports through customs in India’s manufacturing
sector is 17.3 days, compared to 6.7 days in Bangladesh, 3.3 days in China and 4 days in
Vietnam. For imports, the gap is even starker with 31.5 days in India versus 11.3 days in
Bangladesh or 9.5 days in China. Such delays extend lead times and reduce India’s
attractiveness in global supply chains where speed-to-market is critical. Moreover, 15.5 per
cent of Indian firms identify customs and trade regulations as a major or very severe
constraint, whereas in Bangladesh and China, this is only 2 per cent and 0.9 per cent
respectively.

Schemes designed to facilitate exports are caught up in procedural complexity. The Advance
Authorisation Scheme of DGFT meant to allow duty-free import of raw materials for export
production demands exhaustive documentation. The scheme follows the standard input-
output norms, in sharp contrast to Bangladesh, where exporters operate under a simpler



value-addition framework that requires only 20 per cent local value addition® to qualify for
duty-free input imports (Fibre2fashion, 2022). Such a model provides flexibility,
accommodates variations in production, and reduces the need for repeated negotiations over
input quantities. In India, conflicting interpretations between customs and DGFT can produce
contradictory demands, including instances where exporters are asked to pay duties on
imports cleared under valid authorisations. Industry bodies such as Federation of Indian
Export Organisation (FIEO) have also flagged that these regulatory bottlenecks coincide with
demand uncertainty, rising costs and halted production in Tiruppur, Noida and Surat (Indian
Express, 2025). Such fragility underlines the urgency of reforms in customs, licensing and QCO
administration.

For the apparel sector, such frictions erode the cost advantage and competitiveness. In a
global supply chain where speed, reliability and cost discipline determine sourcing decisions,
India’s regulatory and procedural drag undermines the scale and efficiency the industry needs
to compete.

4. Conclusion and Policy Implications

The India-UK CETA offers a crucial tariff cushion at a time when the US market has effectively
closed to Indian apparel exports. Trade agreements alone do not guarantee orders and as
Aurélien Kruse notes, outsized ambitions require outsized efforts. India must treat the UK
deal not as incremental but as a catalyst for structural change. The evidence from Japan and
Korea trade agreements shows that without addressing core domestic weaknesses,
preferential access cannot be capitalised. Beyond tariff concessions, India needs a
coordinated policy roadmap. This could be pilot projects, where the government, through its
export promotion councils connects UK brands with select Indian suppliers and ensures that
orders are met reliably. Such handholding would demonstrate India’s capability and shift
perceptions from backup to preferred supplier aligning with the urgency to move beyond
business-as-usual through outsized efforts for outsized ambitions.

On raw materials, the most immediate priority is to ease the MMF bottleneck. This means
reforming the BIS/QCO regime to allow competitive imports of PSF/VSF while incentivising
domestic producers to expand globally competitive capacity. A phased approach could be
adopted - shift QCOs from raw materials to finished products where quality concerns are
valid, while opening raw material imports in the interim. The government must recognise that
exporters are diversifying to Vietnam, Indonesia and Bangladesh to escape India’s high-cost
regime. Unless domestic distortions are corrected quickly, India may see an exodus of its own
firms chasing competitiveness abroad rather than producing at home.

8 Local value addition is calculated by deducting the import cost of materials used in production from the net free on board (FOB)

export price.



On scale and capacity, the short run requires targeted support for existing clusters to expand
assembly line size, potentially through a capital subsidy for firms that commit to doubling
from the current 500-600 workers to 1,200, comparable to Bangladesh. In the medium to long
run, relocation of capacity to labour-surplus northern and eastern states should be
encouraged through industrial park development, skilling programs and worker
housing/welfare support. This can improve retention, stabilise productivity and bring
production closer to the migrant labour source regions.

On the demand-supply mismatch, the problem is not that Indian industry is unaware of
shifting demand (MMF, winterwear, athleisure), but that firms face structural constraints-
high input costs, lack of access to affordable finance for diversification and limited buyer
confidence in India’s reliability. India needs to be a reliable sourcing destination rather than
a fall-back option among global sourcing giants. Policy can help bridge this gap by offering
credit-linked incentives for product diversification into MMF-based lines, supporting design
and R&D for faster product adaptation (flexibility) and building sustained linkages between
Indian firms and global buyers through institutional mechanisms like AEPC-buyer forums
alongside greater predictability and stability of rules to reduce investor uncertainty.

Ease of doing business reforms such as digitised GST and PLI have improved the business
climate, but apparel exporters continue to face procedural bottlenecks in licensing, customs
and compliance. These delays must be corrected through domestic reforms that streamline
clearances, cut transaction costs and embed efficiency across the T&A value chain. Over the
medium to long term, however, the focus must move beyond transactional fixes toward
building a comprehensive T&A ecosystem with scale, capacity and institutional mechanisms.
This means fully operationalising PM MITRA parks as integrated fibre-to-fashion hubs, co-
locating logistics and compliance infrastructure, ensuring predictable policy frameworks and
creating permanent platforms for global buyer facilitation, and, crucially, closing the
implementation gap so that reforms actually timely deliver on ground.

The priorities must be sequenced. For the CETA to move beyond tariff access and deliver
export gains, India must act on multiple fronts simultaneously. The priorities are clear. In the
short term, raw material bottlenecks in MMF must be eased to allow a quick pivot to UK
demand, equally, India should leverage the UK’s smaller, seasonal demand profiles that are
aligned to our MSME scale, enabling quicker turnarounds and flexible fulfiiment. Over the
medium term, India must move from product mismatch to product alignment with UK
demand, fragmented production needs to be consolidated into integrated clusters (with value
chain integration) that can deliver scale and reliability, while simultaneously upgrading
technology and investing in design, innovation, R&D and product flexibility to keep pace with
the UK’s fashion cycles. And in the longer term, the objective must be to embed a resilient
T&A ecosystem, built on scale, finance, technology and sustainability that can compete on
speed (flexibility) and quality in global supply chains.
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We must recognise that factories built for the scale of US orders cannot simply retool for
Europe’s (including the UK’s) smaller and more seasonal demand. This shift actually opens the
space for MSMEs, whose smaller capacities and quicker turnaround can align more closely
with UK retail cycles. The UK agreement must therefore be seen not only as a tariff
opportunity but as a catalyst for systemic reform. Unless India acts decisively on raw materials,
scale, ease of doing business and institutional support, CETA risks going the way of Japan and
Korea under-utilised despite preferential access. With the US market under tariff stress, India
must leverage the UK deal to de-risk and diversify, embedding itself as a reliable player in the
global apparel value chain.
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Annexure

Annex 1: India’s Trade agreements with countries/regions across the world

No Agreement Name Type Countries/Region Signed Effective/In
Force
1. | India—United FTA (CETA) India, UK 24 July 2025 Pending
Kingdom CETA (FTA) ratification
2. India—EFTA TEPA Trade & India, EFTA (Iceland, 10 March Set for 1 Oct
Economic Liechtenstein, 2024 2025
Partnership Norway, Switzerland)
3. India—UAE CEPA CEPA India, UAE 18 Feb 2022 1 May 2022
4. | India—Australia CECA | CECA India, Australia 2 April 2022 29 Dec 2022
5. India—Mauritius CECPA India, Mauritius 22 Feb 2021 1 April 2021
CECPA
6. India—Japan CEPA CEPA India, Japan 16 Feb 2011 1 Aug 2011
7. | India—Malaysia CECA | CECA India, Malaysia 8 Feb 2011 1July 2011
8. India—Korea CEPA CEPA India, South Korea 7 Aug 2009 1Jan 2010
9. | ASEAN-India Free CECA (Goods) India, ASEAN (10 13 Aug 2009 1Jan 2010
Trade Area (Goods) countries)
10. | India=Sri Lanka FTA FTA India, Sri Lanka 28 Dec 1998 1 Mar 2000
11. | India-Thailand FTA FTA India, Thailand 9 Oct 2003 1 Sep 2006
12. | India—SAFTA (South FTA (Regional) SAARC members (8 6 Jan 2004 1Jan 2006
Asia FTA) countries)
13. | India—Mercosur PTA PTA India, Mercosur 25 Jan 2004 1 June 2009
(Brazil, Argentina,
Uruguay, Paraguay)
14. | APTA (Asia-Pacific PTA Bangladesh, China, 1975 Ongoing
Trade Agreement) Laos, Mongolia,
South Korea, Sri
Lanka, India

Source: compiled from various sources

Annex 2: Key Export-Related Approvals and Documents

Requirement Issuing Authority

Importer-Exporter Code (IEC) Directorate General of Foreign Trade (DGFT)
Registration-cum-Membership Certificate (RCMC)
GST LUT/Bond

Shipping Bill

Apparel Export Promotion Council (AEPC)
GST Department

Indian Customs (ICEGATE)
Exporter-prepared, submitted to Customs

Commercial Invoice
Bill of Lading

Shipping line

Source: Author’s Compilation for various sources

14



P s S - — —
CRIER
\W

Indian Council for Research on International Economic Relations (ICRIER)

Our Offices:
4th Floor, Core 6A, India Habitat Centre, Lodhi Road, New Delhi-110003

The Isher Building, Plot No. 16-17, Pushp Vihar, Institutional Area, Sector 6, New Delhi-110017

0:+91 11 43112400, F: +91 11 24620180 | W: www.icrier.org | E: info@icrier.res.in


http://www.icrier.org/
mailto:info@icrier.res.in

