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TN garment

workers win
30% pay hike

Allirajan.M@timesgroup.com

Coimbatore: The Madras high court courthas
ordered a pay rise of up to 30 per cent for hun-
dreds of thousands of garment workers in the
southern state of Tamil Nadu, the first mini-
mum wage hike in more than 12 years.

But lawyers for 500 clothing manufacturers
and exporters, who supply many international
brands, said the new wages would be “practi-
cally impossible” to introduce given the tough
global market conditions.

The Tamil Nadu government had notified
separate minimum wages for the hosiery seg-
ment that covered export units as well, which
would not be impacted by the move, top indus-
try officials said.

Only about 20,000-30,000 of the 3 lakh-odd
workers in garment units would be covered by
the hike inminimum wages. Sincealargenum-
ber of workers in knitted garment factories
work on a job rate, piece rate and contractual
basis, there would be no impact on the industry,
officials said.

Interestingly, the agitation over premature
withdrawal of provident fund (PF) that turned
violent in Bengaluru in April, did not create
any ripples in Tirupur, the largest knitwear
production cluster in the country.

“Most workers in knitwear units are em-
ployed on a contractual basis and do not get
benefits such as PF and gratuity,” industry
sources said. The state government increased
minimum wages by nearly 30% for garment
units in 2014. While makers of woven garments
went to the court opposing the move, knitted
garment manufacturers approached the gov-
ernment, which notified separate minimum
wages for these units. Both knitted and woven
garment units had to pay minimum wages of
about Rs 7,500 per month before the hike.

But with the woven units challenging the
hike, knitted garment makers who did not opt
forthelegal route got minimum wages for their
unitsfixedataround Rs 9,600 per month. Thisis
almost Rs 1,100 lower what woven garment
units were to pay after the hike.
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How to get the weave right

The government must target labour market rigidities to maximise gainful employment in

the textile sector

SEEMA BATHLA | PRATEEK KUKREJA

India’s textile and apparel industry is all
set for an overhaul as the new National
Textile Policy will soon be placed before
the Cabinet for approval. The govern-
ment has already accepted a Rs.60 bil-
lion special package for this sector with
an aim to create 10 million new jobs in
the next three years, attract investments
of $11 billion, as well as generate an addi-
tional $30 billion in exports. The key
measures that have been approved in-
clude additional incentives for duty
drawback scheme for garments, flexibil-
ity in labour laws to increase productiv-
ity, and tax and production incentives
for job creation in garment manufactur-
ing. As part of the reform agenda, the
Ministry of Textiles would also seek to
lower excise duty on man-made fibre to
6 per cent from the existing 12 per cent.
It has also placed on the table other spe-
cific interventions to encourage value
addition so that India becomes an ex-
porter of value-added (garment) prod-
ucts rather than just raw material (fibre
and yarn).

Maze of labour regulations

Undoubtedly, the ‘textile package’ has
set the ball rolling for a much-needed re-
form agenda. The organised textile in-
dustry has been facing a slowdown for
quite some time, due to which a large
number of mills are reported to have
shut. Workers who have been displaced
are left with no choice other than to
move to the unorganised segment or
work on a contractual basis.

It has been reiterated time and again
that the stringent labour laws and the
cumbersome nature of compliance with
labour regulations and norms act as a
barrier to growth of the manufacturing
sector. The textile industry is affected
the most owing to its labour-intensive
nature and hence high potential to ab-
sorb people. While the government has
agreed to reform the archaic labour laws
to generate more employment in this in-
dustry, in some cases it may require
changes in the legislation, which is a
challenge in itself. The system of labour
regulations in India is quite complex,
with over 200 labour laws, including 52
Central Acts. In their book India’s Tryst
with Destiny, Jagdish Bhagwati and Ar-
vind Panagariya maintained that it is im-
possible to comply with 100 per cent of
the labour laws without violating at least
20 per cent. Each State has its own way
of dealing with the industry and making
amendments in the labour laws.

Among many laws, the biggest chal-
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lenge is to bring reforms in the Industri-
al Disputes Act (IDA), 1947, that forms
the basis for regulation of job security in
the organised manufacturing segment,
due to strict dismissal norms laid down
under it. As per Chapter V-B of the Act,
any firm employing 100 or more work-
ers has to seek permission from the la-
bour department, with jurisdiction over
the firm, before any layoffs or retrench-
ment. The concerned labour depart-
ment rarely gives such permission, even
in cases where the unit is unprofitable
and on the verge of closure. As a result,
the industry may find it advantageous to
either employ people on a contractual
basis or shift to the unorganised
segment.

Contract workers as an expedient

The restrictive impact of this Act and
also other regulations impinge largely
upon industries such as textiles majorly
employing unskilled or low-skilled
workers. The problem becomes more
intricate knowing that the textile indus-
try has a significant number of women
workers on the rolls, which may require
modifications in the existing laws along
with new schemes and incentives to re-
tain them.

Statistics show that India’s textile in-
dustry is the second largest employer af-
ter agriculture, providing direct em-
ployment to around 45 million people.
The sector also accounts for 14 per cent
of India’s total industrial production,
which is close to 4 per cent of the coun-
try’s gross domestic product. The an-
nual rate of growth in employment in
the organised sector has been modest at
2 per cent since 2000-01 with some signs
of deceleration, especially from 2007, a
period that coincided with the removal

An increase in employment is
accompanied by a growing
share of contract workers in
total workers from 8.42%

to 13.45%

of the Multi Fibre Arrangement that
governed world trade in textiles and gar-
ments with quotas on exports from de-
veloping countries to developed coun-
tries. However, an increase in
employment is accompanied by a grow-
ing share of contract workers in total
workers from 8.42 per cent to 13.45 per
cent (see graphic). The trend in orga-
nised manufacturing overall is similar to
that observed in the textile sector, where
the share of contract workers has risen
from 21.3 per cent to 34.6 per cent during
this period.

An increasing informalisation of em-
ployment within the formal sector could
be explained by the labour market rigid-
ities and growing competition, among
other factors. The industry may employ
temporary or contract workers in a bid
to escape Chapter V-B of the Act despite
the contract labour system being more
expensive. Furthermore, the share of
contract workers in total workers is
much higher in firms employing less
than 100 workers, and not falling under
the ambit of Chapter V-B of the IDA.
The share has significantly gone up in
two segments, viz. preparation and spin-
ning of textile fibres and weaving of tex-
tiles, from 8.21 per cent to 20.72 per cent
and 18.38 per cent to 24.95 per cent in a
span of 11 years. It is much higher com-
pared to the firms employing more than
100 workers falling outside the domain
of Chapter V-B.

This clearly indicates that the orga-
nised industry could be following an es-
cape route by employing contract work-
ers to replace the regular workers. Since
firms employing less than 100 workers
do not fall under the ambit of the Chap-
ter V-B, they have an incentive to remain
outside by hiring more contract work-
ers. On the other hand, the firms which
have already crossed this threshold of
100 workers have a much lower incen-
tive to hire contract workers.

Towards gainful employment

Such informal arrangements may
hamper the industry’s growth in pro-
ductivity and development in the long
run. The trend, which has been contin-
uing since the nineties, needs to be re-
versed. The Economic Survey 2016 has
rightly pointed out that stringent labour
regulations act as “regulatory choleste-
rol”, inhibiting the industry from gener-
ating employment and hiring regular
workers. It is therefore important that as
part of the ‘textile package’ the govern-
ment should at least try to reduce, if not
remove labour market rigidities for cre-
ation of gainful employment. Provision
of better wages to casual workers, along
with social security and other benefits,
will contribute to higher productivity.
The industry would also avoid hiring
contract workers, be able to reduce con-
tracting cost and move towards expan-
sion. Some propositions have been in
the offing, such as considering fixed-
term workers on a par with permanent
workers in terms of wages and allowanc-
es, providing tax benefits to firms em-
ploying permanent workers for at least
150 days, making provident fund contri-
bution by employees earning less than
Rs.15,000 per month optional, and the
government contributing on behalf of
the employer towards Employees’ Prov-
ident Fund Organisation for the first
three years.

These initiatives, if implemented, can
go a long way in reviving growth and
generating gainful employment in the
textile industry. The government must
also focus on bringing amendments in
the IDA which may otherwise act as a
stumbling block. Rajasthan, Gujarat,
Madhya Pradesh and Haryana are mak-
ing some headway in this direction.
There are provisions to reform labour
laws in the new textile policy. It is hoped
that the Ministry of Textiles under Smri-
ti Irani will get the new National Textile
Policy approved and speed up the re-
forms. Much depends on how capably
she would fast-track flexibility in labour
laws and regulations with cooperation
from the Ministry of Labour and
Employment.

Seema Bathla and Prateek Kukreja are with the
Centre for the Study of Regional Development, JNU.
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After years of rise, cotton cultivation dips: CCl statistics

Kanr.han sﬂvastava@dnaind!a net .

After a steady rise over the years,
cotton cultivation in the country
has declined by 8% this year. The
national cotton acreage has come
down from 128 lakh hectare to 118
lakh hectare between 2014-15 to
2015-16, revealed latest Cotton Cor-
poration (CCI) of India statistics.

The CCI had earlier predicted
higher cotton acreage for 2015-16.
Now, the total cotton output of India
is also expected to be a dismal 352
lakh bales, compared to the 380 lakh
bales a year ago. A large number of
cotton growing farmers are sup-
posed to have switched to food crops
such as soybean for better returns
this time.

Generally, farmers prefer cotton
as it requires lesser water. Reces-
sion in the global market last year;
however, has led to a crash in cotton
prices, which has alerted the grow-
ers now. In addition, poor yield,
high cultivation cost and decreas-

ing resistance of BT cotton have
made it less lucrative over the
years, according to activists.

Barring Pmuah Gujarat and MP,
all cotton growing states have wit-
nessed a huge drop in acreage this
year. Tamil Nadu topped the chart
with one-third of the cotton land
going to other crops. Maharashira
—the second largest cotton growing
state in the country after Gujarat —
has witnessed a 9% decline (from 42
lakh hectare to 38 lakh hectare) in
cotton sowing. A campaign of

“withdraw cotton” has also been
launched in the state last year,
which seems to have started show-
ing its results.

Last year’s recession in the cot-
ton market, reduced exports to
China and the US, international
stock hoarding and skewed mini-
mum support price (MSP) are sup-
posed to be the prime factors behind
the sudden decline in cultivation of
this ‘cash crop’, which has pro-
pelled India’s rural economy over
the last decade. MSP for cotton has

Cotton crop acreage drops by 8% nationally

been fixed at Rs3,750 for medium
staple and Rs4,050 for long staple. It
was almost double five years ago..
Farmer activist Kishor Tiwari
hailed the trend. “Maharashtra
started growing BT cotton in 2004.
That is the year when the crisis of
farmer suicides took off in Maha-

rashtra. Most of those who took
their lives were cotton growers. BT
cotton didn’t give them good re-
turns due to rising cultivation cost,
staggering yield, increasing resist-
ance and other factors.”

Despite crop failure and rising
farmer suicides, cotton cultivation

in Maharashtra increased 35% over
a decade. “Now, we can expect a
sharp decline in suicides as well,”
said Tiwari, who has been heading
the state’s mission for 14 distressed
districts for the last one-and-a-half
years. He said suicides in Yavatmal
have halved this year and gave cred-
it to the withdraw cotton campaign
spearheaded by him.

The Union government launched
“Technology Mission on Cotton’ in
2000, introducing the “high-yield-
ing” BT cotton. While the govern-
ment claimed that the BT cotton
helped the yield per hectare to jump
from 300kg to 500-550kg per hectare,
the world average of 700-800kg per
hectare made such claims hollow.

Nevertheless, the domestic tex-
tile industry might bear the brunt
of all this. Anticipation of low cot-
ton production has already led to a
sudden jump in the cotton and yarn
price. This spells tough time for the
sector that is already under stress
due to skewed global demand for the
last two years.
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~Textile body seeks
reforms in CCI

COIMBATORE, July 18: There is a need to bring in reforms
in Cotton Corporation India in view of the Textiles Ministry
directing it to sell cotton only to end users like spinning mills,
an industry body has suggested.

Since the directive will give a boost to “Make in India”, a
fresh study should be carried out to know how Indian textile
industry can use CCI for its benefit and bring in reforms to suit
today’s changing global environment, Secretary of Indian Tex-

- preneurs Federation (I'TF) Prabhu Dhamodaran said.

Stating that many in the industry strongly believed that CCI
selling cotton to traders was also leading to speculation of pric-
es and availability, Prabhu said the ministry has taken a right
direction to support millions of farmers and also industry, which
is giving employment to millions of workers.

India, being the leading producer of cotton in the world,
should use the home grown cotton in its favour of manufacture
and export value added products, he said.

But, being a seasonal commodity, many in the trade are cre-
ating speculation, which leads to artificial price rise in middle
and end of the cotton season on a yearly basis. — PTI
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SVP Global sets up
textile unit in Rajasthan

OUR BUREAU
Mumbai, July 20

SVP Global Ventures, a diver-
sified yarn manufacturing
company, has commis-
sioned one lakh spindles
textile plant at Jhalawar in
Rajasthan.

The fullyautomated plant
has manufacturing capacity
of 22,000 tonnes per an-
num. The first phase of the
project will employ 500
people and provide a stable
source of livelihood to over
30,000 farmers, said the
company in the BSE state-
ment on Wednesday.

The plant will manufac-

ture combed compact yarn
which will be exported to
many countries, including
China. The project will gen-
erate higher margins as
compared to other spin-
ning mills, it said.

As part of the Rajasthan
government’s package, SVP
has derived significant ad-
vantages like interest subsi-
dy, VAT benefit and electrici-
ty duty rebate

Chirag Pittie, Managing
Director, SVP Global Ven-
tures said the textile plant is
commissioned under resur-
gentRajasthan projecton 25
acre land in nine months.
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Job creation 1n labour-intensive,
export-oriented sectors down 68%

New Delhi, July 20: Job creation in
labour-intensive and export-oriented
sectors, includingtextiles,automobiles,
IT/BPO, declined 67.93% 1n 2015, with
net addition of employment coming
down to 1.35 lakh during the year, Par-
liament was informed on Wednesday:
"According to Labour Bureau's
Quarterly Quick Employment Survey
(QES), estimated employment experi-
enced a net addition of 4.21 lakh (per-
sons)and 1.351akh (persons)... in Janu-
ary2014toDecember2014,and January
2015 to December 2015, respectively,”
commerce and industry minister Nir-

The Labour Bureau
conducts quarterly survey
In select labour-intensive

and export-oriented sectors

mala Sitharaman said in a written re-
ply 1n the Rajya Sabha. The estimated
employmentfor export-oriented sector
saw a net addition of 1.22 lakh persons
inJanuary-December 2015, she added.
The Labour Bureau conducts quar-
terly QES inselectlabour-intensiveand

export-oriented sectorssuchastextiles,
including apparel, metals, gems and
jewellery; automobiles; transport;
IT/BPO;leatherand handloom/power-
loom to assess the effect of economic
slowdown on employment in India.
Shesaiddatapertainingtothewhole
of manufacturing sector is not collect-
ed under the QES of the Labour Bu-
reau. '"However,outof theeightselected
sectors, textiles, including apparel,
metals, gems and jewellery; automo-
biles; leather and handloom/power-
loomarepartof themanufacturingsec-
tor;," sheadded. PTl
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duty by 25%
on Indian
garments

PRABHUDATTA MISHRA
New Delhi

INDIA may increase nearly
five-fold its garments export
to Iran as the west Asian
country is set to reduce im-
port duty on Indian prod-
ucts by about 25 per cent.

The exports may reach
$100 million in two years
from $21 million in 2015,
said Ashok G Rajani, chair-
man of apparel export pro-
motion council (AEPC).
India’s share in Iran’s total
garments imports may also
jump to 15 per cent from 2.5
per cent.

Exports have increased
81.1 per cent from $11.6 mi-
llion in 2014, he said. Iran
imports garments from ma-
ny nations including China.

Major commodities that
[ran imports include non-

~ electrical machinery (17 per
cent of total imports), iron
and steel (14 per cent), che-
micals and related products
(11 per cent). While it buys
about 31 per cent of its total
requirements from the UAE,
the second supplier is China
with 17 per cent share.

“Positive results have
started flowing and Iran
has agreed to reduce tariffs
on Indian products by 20-
25 per cent,” Rajani said.
India would become the
largest textile exporter to
Iran after an agreement has
been signed, he added.

The AEPC, export pro-
motion council of the com-
merce ministry, has signed a
MoU with the Tehran gar-
ment union (TGU), an asso-
ciation of manufacturers
and retailers that work with
Iran’s government. It will be
valid for one year. Iranian

‘business licences are not is-
sued by government, rather
by guild unions that are part
of the private sector. TGU’s
licence is necessary to pro-
duce or sell garment in Iran.

‘prabhudatta.m
@mydigitalfc.com



