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HE cutin Customs duty on synthetic fi-

nres and their intermediates from 10%

w 7.5% in the Budper will

bring dovn the producuon st

of syntaeric textiles, helping the

kuge bul hghly fragmented

weaving, processisy and gar-

menring indastries. Butthe low-

ered protecion level for domes-

dc industry §s nat envugh o
make iMporTs viahle.

Lack ul cost competitiveness of manmade
fibzes  polyester. acrilic and nylon — has
over the years proven to be a growth con-
straiit, seuppering India’s $46-billion tesxtiles
and clothing (T&C) indusiry's bid ro dramad-
cally cxpand its presence in the global mar-
kets. “Toe dury cut will make synthetic tex-
tles cheaper to consumers and :ncrease Indi-
an ndiosny's competitiveness in glolal
markels,” said DK Nair secretary-general,
Confederation of ndian Texuile Industry.

Indeed, the protection level for the domes-
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Polyester duty cut not enough to enable imports

ie fibre ¢PSF and PFY; makers would com-
press the hitherte & vailabie margin space for
Relianee and Indo Kama but impars would
still be not a very attraciive opton for con-
surtersif these products, with the rassaction
cost invoived, “The
reduction:  showld
have been stegpes
at least to 3%, W
inake  impont of
these inputs a viable
nptinn,*  said Mr
Nair. The Customs
duty an fihre intermediates - - PTA, MECG and
DMT — manofacrured by Reliance. Mit-
subishi and Bomibay Dyeirig has also been an
100 7.5% 3o that there won't be a negative iny-
paclof the duty cuton fiores an them,
“Tmport will not be viable av our sclling
prices of PSF and PFY are much below iuport
parity.” said OP Lohia, managing director,
Indo Rama Synthetics. The glubal demand
pull would have come if the excise dz iy was
cut, he added, Exdse duty on MEG at 12% s
an anomaly, while duty on PLA and fibres are
at 8% More excise retie? would have helped

.India to be competitive vis-a-vis China in the
sglobalsynthetictextiles market. said MrLohia,

The under-developed Rs  4,000-crore
1rurmover-a-year textile engincering industry
jin India belicves the dectsion toimpose exdse
(duty on 40 odd madchines manufactured by i

in Budget 2007-08 will be a boon rather than
abane. Asthese products which were fully ex-
empted [roin excse dury easier will now at-
ract 8% excise duty, they will now be ahie o
lake cenvat credit for the tax content in the
compunents they use. The Rudget 2007-08

alsnimposed a coumemu]mg duty cquivalent
w the excise dory on iroport of these ma-
chines. $ays RS Bachkaniwala, chairman of
Textile Machinery Manulaciurers” Assoda-
Lot “While finished machinery were cx-
empted [rom CVD. components nsed to at-
tract the duty, This has deprived us of a level-
playing field, even as the scope for nesw
investments have been hoge ~

The textile industry which has been dam-
ouring for tax relief on scores of textile ma-
chines will, however, not buy the argament.
“The additional burden of 8% exdise dry
would make domestic as well asimported ma-
chinescosdier and will adversely atfecinot only
the textile lndUSD'Y butthe domestic iachinery
industry also.” said Mr Nair, “One cannpt have
anet gain through the use of convar credit,” he
pointed our. Over Rs 1.3-lakh crore new in-
vestnentis envisaged in the texidle mdusiryin
the next five years. To facilitate this, over 200
machines have been brought under conces-
storral Custormns dirty of 5% over the last three
years. Byen some second-hand machines are
beingallowed 1o be imported under 5% duty.

The Budget extended IheTechnolog) upgra-

datiom fund scheme. which provides for inter-
st subsidy on new invesument for modemisa-
ton for the entire 11the Flan period. The allo-
catiom of Re 911 aore, aithough an increase
over Rs $35 crome torthis year, would still e not
enough 1w meet the demand, according 1o the
industry. There is already a carryover idover Rs
€00 crare for the current fiscal and the demand
next fiscal would be much more than esdmat-
ed. Currently; thezextile inachinery indusmyin
India, consisting of over 250 units, inchuding
over 30 large units such as LMW, Himson, ATE,
Flarish Enterprises and Kustres, iueets loss than
20%: of the domestic demand for textile ma-
chinery. The inpors are therefore to the une
of Rs 10,000 crore a year and sparing.

Currently, manmade fibres account for 60%
of the global fibre comsuanption, while the share
of cotton is just 37%. Conversely, in India,
MME share in fibre consumption is 43% and of
this, polyesters shiare is abour 35%. Cotton,
wool, silk and jute account for the rest while
wotten has a share of more than 0% in natural
fibre consumption. Thissa disiortion as Indian
industry cannot grow beyond a limit regardless
ol the gluhal marker preferences.




