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Indian textile majors are investing in large garment units. This will give them a fair chance against larger Chinese rivals, says T Surendar

hen the World Trade Organisation removed quota re-
strictions on countries exporting garments on Janu-
ary 1, 2005, Indian garment firms were simply nudged
aside by their bigger and financially stronger Chinese
rivals. The Chinese firms had already built huge fac-
tories in anticipation of new orders and managed to
walk away with a big chunk of orders from American,
European and Japanese importers. All that the 
relatively smaller Indian firms could do was to wait
and watch.

Playing catch-up with the Chinese seemed a distant
possibility. In size, India’s biggest garment companies
Bangalore-based Gokuldas Images and Delhi-based
Orientcraft are just a fifth in size compared to the top
Chinese companies. Indian garment exports are only
a tenth of what the Chinese exported last year.

Two years ago, after the Sars epidemic in China, In-
dia had the perfect opportunity to up the ante. Most
foreign buyers wanted to de-risk their outsourcing
strategy by placing a part of their orders with Indian
companies. Many global buyers like European retail
chain H&M wanted to place 30% of their orders with
India. Unlike many other exporting countries, the
buyers also discovered that India had a robust cotton
textile sector and figured that sourcing from India
would save them time and money. But there was one
problem: there weren’t enough factories with the ca-
pacity to handle large orders.

That scenario could be changing soon. About 18
months ago, large Indian textile players finally
stepped up efforts to build new garment factories, that
too on a scale that has never been seen before. And this
new surge of confidence is already beginning to show
early results. Six months ago, one of India’s biggest

textile manufacturers, Raymond set up a separate ful-
ly owned subsidiary, Silver Spark Apparel.

The new company has a spanking new suits and
trouser factory, built at a cost of Rs 42.5 crore, on the
outskirts of Bangalore, which churns out 1500 suits
and 4000 trousers a day. Till then, there were just a cou-
ple of suit plants in the country and they were just a
third the size of the Raymond’s new factory. Even be-
fore the factory went on stream, foreign buyers from
Japan and Europe had completely booked the output
for an entire year, says Raymond’s managing director
Gautam Singhania. Singhania is now scaling up a new
10,000 jeans a day denim apparel plant, along with a
new shirtings plant, which will manufacture 6000
shirts per day when complete.

Arvind Mills, the country’s other textile biggie, isn’t
missing out on the opportunity. It has set up a state-of-
the-art garment manufacturing plant also in Banga-
lore. Its shirting plant which will manufacture 4.5 mil-
lion shirts a year has been set up in technical collabo-
ration with CF Italia, an apparel consultancy firm.
Arvind, one of the largest denim manufacturers in the
world, has also put up a 3.5 million pieces a year den-
im apparel plant and a 1.5 million pieces trouser plant.

In some ways, these new factories represent a new
hope for the Indian garment industry. A lot of it stems
from the way they have been planned. Till two years
ago, garment manufacturing was reserved by law for
the small scale sector or companies with a paid-up cap-

ital of Rs 5 crore. This rule ensured that Indian gar-
ment factories remained small compared to their glob-
al competitors. The government has now not only
scrapped this law, it has also offered cheaper loans to
companies to upgrade their manufacturing technology.

The big companies like Raymond and Arvind have
made full use of the opportunity. Today, Raymond’s
10,000 pairs a day jeans factory or Arvind’s 4.5 million
shirts a year factories in Bangalore are among the
biggest such units in the country. In comparison, even
today, the average size of a shirting factory set up by
the smaller garment manufacturers are just a fourth
of Arvind’s unit.

It is not just size that differen-
tiates these factories. Again, un-
like the smaller companies who
are often constrained by lack of
capital to expand capacity, Ray-
mond has plenty of cash stashed
away from its sale of assets some
years ago. That has allowed the company to import ex-
pensive machines and automate its factories, which
give it the wherewithal to efficiently handle large or-
ders. The denim apparel unit has computers to opti-
mise cloth usage before it is cut to make the apparel.
High-tech laser machines give various finishes to the
products and a high-tech washing machine to give the
denim fancy finishes. Raymond has even put an auto-
matic embroidery machine to make designs on jeans.

In Arvind’s plant, shirting fabric is automatically
spread out by machines, quality checked and cut be-
fore it hits the stitching line. The shirt’s collars and
cuffs are machine fused and even the folding and pack-
aging is done by machines. Says Raymond managing

director Gautam Singhania, “We
will use our scale and efficiency
to effectively handle big orders
from the likes of Wal-Mart.’’

Buyers walking into Ray-
mond’s factory already seem im-
pressed. Singhania says that the
response has been overwhelming

and he now has the luxury to be choosy about which
orders to fulfil.

It is not hard to see why. Raymond is one of the
largest manufacturers of ring denim, a special quali-
ty, and has also the technology to make the finest
woolen suiting material. It recently made 220S, a su-
perfine woolen fabric, for which only a handful in the
world have the technology to weave. Arvind has been
a supplier of denim to US-based Levis for many years
now. This reputation already brings them customers
from all over the world to buy fabric from their facto-
ries. In fact, some of these customers wanted Ray-
mond to convert their fabric into finished apparel, as
costs of manufacturing was rising in Europe and oth-
er developed countries.

Flex Japan, which partnered Raymond, to set up its
shirts factory, now plans to pick up the stocks as well,
once the factory is ready. Levis’ not only allowed
Arvind to train its technicians at its global apparel fac-
tories, but has promised to source garments from the
new Bangalore factory. Says Devangshu Dutta, chief
executive, Third Eyesight, a firm specialising in fabric
and garment business, “It makes perfect sense for 
fabric manufacturers to start making garments.
Unlike small companies, they already have manageri-
al systems and processes in place to help them 
scale up fast.’’

But it’s not just the two industry biggies who’ve ven-
tured into garment manufacturing. In fact, more tex-

tile manufacturers are waking up to the same oppor-
tunity. L N J Bhilwara group’s Rajasthan Spinning,
Vardhaman group’s Mahavir Spinning, K G Denim
and Alok Textiles and many more either plan or have
set up factories for different slices of the garments pie.
(see box) Says Pavan Kapooor, technical director, India
Industrial Garments Machinery, one of the oldest sup-
pliers of garment machinery,”The motive for most tex-
tile companies is to move up the value chain. Each one
is evolving their own niche strategy to grow beyond
their textile business.’’

Yet this high-tech manufacturing fits in well with

their basic business strategy: focussing on value-addi-
tion through design and fabric innovations. Instead of
following the Chinese strategy of producing millions
of basic garments, the Indian firms have figured it
makes more sense to use their strengths in design and
textile technology to grab the high value, high margin
segments of the pie.

So, while the rest of the Indian garment industry fo-
cuses on executing complex but small customised or-
ders, these big textile companies are focusing on the
high technology, high value orders that will allow
them sufficient margins to compensate for their initial
capital investment. Raymond is looking to tie up with
the big fashion brands in Europe and Japan to sell
their suits. For its shirts, Arvind will use premium
cotton fabric from its mills and expects to peg them at
$10-15 as against $5-8 for players in the unorganised
sector. Raymond hopes that its laser technology and
embroidery will fetch the niche orders for which it can
charge a premium.

Arvind is trying other methods too. To provide ad-
ditional service to the buyer, it has set up a design stu-
dio which will churn out exclusive lines for every sea-
son. For instance, an overseas buyer coming to
Arvind’s Bangalore plant can at one go source fabric,
avail of the design services and get the garment made
at one location. Says an Arvind executive,”By offering
these unique services, we place ourselves a cut above
the competition and it adds to our exclusivity.’’

Singhania also sees other advantages in pegging his
services a cut above competition. Fashion houses in
Europe thrive on the exclusivity of their designs. It is
common knowledge that Chinese companies make
counterfeits of original designs outsourced to them
and sell millions of metres of the same design in their
local market. Says Singhania, “We are certainly not
pitching ourselves against the Chinese model of high
volumes and low margins. We want to be an exclusive,
high margin player in this business.’’

While it may be the best course of action, Third Eye-
sight’s Dutta says that there is some still way to go for
these companies to call themselves garment compa-
nies. For one, the investments are still small compared
to global sized plants elsewhere in the world. Denim
plants in Brazil and China would still be thrice as
large as the latest Indian ones. Garment making is still
a small portion of the total business of textile compa-
nies. As a result, the managers tend to miss out on the
intricacies of the garment business. Says Dutta, “The
textile companies need a mindset change to become
garment companies.’’

Unlike the textile business, garment manufacturing is labour in-
tensive. It is also cyclical requiring companies to lay-off people
during a downturn.Unless, labour laws are liberalised, scaling up
garment operations may be a tricky proposition.

A garment business is typically driven by fashion and fads and so
big retailers lay emphasis on exacting delivery schedules. The
country’s port and road infrastructure isn’t yet primed up for the
export business. It may well be the bottleneck for more big fac-
tories to come up and also for existing ones to stick to deadlines.

At most textile companies, decision-making is dominated by
managers who run the larger fabric business. Garment business
is still a fledgling for the textile company and don’t often get 
production priority. Besides, the understanding that speed  is 
critical is often missing.
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Raymond’s Singhania plans to use
scale and efficiency to effectively
handle big orders 

Raymond’s new denim
factory in Bangalore.  The

company is the second
largest manufacturer of

ring denims in India. This
unit will convert denim 

into garments for big 
retailers like Wal-Mart

Arvind Mills will use premium 
cotton fabric from its mills to earn
better prices in the global market

More and more textile companies are betting big on 
garments business now

Catch-22 situation for LKB’s Puri
By Anita Bhoir/TNN

Mumbai: It is a catch-22 sit-
uation for Mohan Puri, pro-
moter of the Lord Krishna
Bank. On one hand, Puri
has to cut down his stake in
the bank to abide by the RBI
regulations on private own-
ership. And on the other,
luck doesnot seem to be
favouring him in finding a
strategic partner for his
bank.

Puri’s second attempt to
pare his stake in LKB
through a merger with Fed-
eral Bank went awry last
week. Puri’s earlier attempt
to rope in GE Money also
fell through after RBI did-
not give permission. As per
the norms, Puri would have

to reduce his stake in the
bank to 10% from 60% and
boost the networth to Rs 300
crore from Rs 169 crore, in
three years. In addition, he
has to find a partner soon,
as the guidelines states that
foreign banks can acquire
weaker banks untill 2009.

“Adhering to the RBI
guidelines is a challenge in
light of the present develop-
ment. There are exceptions

like ING which holds 49%
stake in ING Vysya Bank
and the Aga Khan fund that
holds substantial stake in
Development Credit Bank.
We are keeping the regula-
tor appraised of the devel-
opments in the bank,’’ Puri
said.

“Capitalisation is not an
issue for LKB. There is
tremendous foreign in-
vestor interest, but the reg-
ulations have put us at a
disadvantage. We have
raised funds of around Rs
30 crore in February
through rights issue. The
bank can resort to this
route again or hit the capi-
tal market. But ideally I
would like to rope in a
strategic partner as organic

growth is a long drawn
process. However, I wish to
hold 10% stake in the bank
under any scenario,’’ Puri
added.

“Federal Bank was an
ideal strategic partner. But
unfortunately, we could not
arrive at a common valua-
tion,’’ he added. The merger
was strongly opposed by the
Federal Bank union and
some directors, sources
said. Though the unions
supported the merger earli-
er, later they opposed it
when it became apparent
that Puri would hold a 10%
stake even after the merger.
Apart from valuation, the
opposition from employee
union was a major reason
for the call off.

Aviva ties up with coop
banks to sell products

TIMES NEWS NETWORK

Mumbai: Insurance com-
panies riding piggyback on
banks to boost insurance
sales is clearly catching up.
Aviva Life Insurance, a
joint venture between UK’s
Aviva and the Delhi-based
Dabur group, on Monday
entered into a partnership
with 11 co-operative banks
to sell its insurance prod-
ucts. These banks have a
presence, through a collec-
tive 400 branches, in Gu-
jarat, Maharashtra, Ra-
jasthan and J & K.

Aviva Life, seventh in
market share among the

private sector life insur-
ance players, is hoping that
this will further strengthen
the business it garners
from this route. Currently,
bancassurance accounts
for 65% of Aviva’s total
business through its tie-ups
with Canara Bank, ABN
Amro, American Express,
Punjab & Sind Bank and
Lakshmi Vilas Bank. “This
is a key distribution
method that we have to de-
velop. It helps us to reach
out to customers who come
to a trusted financial insti-
tution to plan finances, ‘’
said Stuart Purdy, MD, Avi-
va Life Insurance.

Aviva expects to reach 25
lakh customers through
these co-operative banks.
Purdy also added that 
expanding the network
through these tie-ups also
fit into the company’s 
strategy of looking at the
micro-insurance market.
Aviva will recruit 400 
people, preferably locals,
who will be trained by the
company at the co-opera-
tive banks to generate leads
and explain the products to
the customers.

Aviva is expecting the to-
tal premium income to
touch Rs 320 crore by the
end of the calender year.

OVL strikes it
rich in Vietnam

TIMES NEWS NETWORK

New Delhi: Oil and Natural
Gas Corporation’s overseas
investment arm, ONGC
Videsh, has bagged an off-
shore exploration block in
Vietnam with an estimated 1
billion barrels of in-place
oil. This is ONGC Videsh’s
third major success there
and proves wrong the oil
ministry’s recent criticism
that it cannot strike interna-
tional deals without govern-
ment crutch.

ONGC Videsh will control
operations of Block 128,
awarded last week, as well as
Bolck 127 it won in Septem-
ber. The company is the op-
erator in five blocks in four
countries.

Owner
Says Devangshu Dutta, chief

Owner
executive, Third Eyesight, a firm specialising in fabric

Owner
and garment business, “It makes perfect sense for

Owner
fabric manufacturers to start making garments.

Owner
scale up fast.’’

Owner
systems and processes in place to help them

Owner
Unlike small companies, they already have managerial

Owner
While it may be the best course of action, Third Eyesight’s

Owner
Eyesight’s
Dutta says that there is some still way to go for
these companies to call themselves garment companies.
For one, the investments are still small compared
to global sized plants elsewhere in the world. Denim
plants in Brazil and China would still be thrice as
large as the latest Indian ones. Garment making is still
a small portion of the total business of textile companies.
As a result, the managers tend to miss out on the
intricacies of the garment business. Says Dutta, “The
textile companies need a mindset change to become
garment companies.’’


