








Policies to support the estahlishment of competitive domestic chemicals and dyes industry

Most chemicals and dyes used in the industry are imported in the absence of a robust domestic chemicals and dyes industry.
Exporters who avail of the DTRE facility have to import from various sources and in container loads, this increases inventory
costs. Most commercial importers are in the unorganized sector and there are frequent shortages of imported chemicals and
dyesin the local market. Fiscal incentives need to be provided to establish on a firm basis a chemicals and dyes industry in the
country.

Exporters need to have gas and electricity available at competitor country rates

Exporters should face same rates as those available to exporters in competitor countries.

Polices to promote the setting up of industries for the manufacture of garment accessories and other
ancillary materials

Pakistan for the most part has failed to develop its garment accessories chain. This means that when an order is confirmed,
Pakistani suppliers have to place orders with internationally approved suppliers. These suppliers mostly require a cash
advance as a confirmation with the balance being paid either through a Letter of Credit or cash prior to shipment. This
increases inventory costs and severely limits the ability of Pakistani suppliers to cut their lead and delivery times. Fiscal
measures are required to promote shifting to Pakistan of global suppliers and for encouraging them to setup manufacturing
facilities for garment accessories and other ancillary materials.

Government taxes & levies need to he rationalized

There are a number of levies and taxes on exports the Government charges a 1.0% turnover tax on exports - this is deducted
at the time remittance is received. In addition, there is another turnover surcharge of 0.25% under the head of Export
Development Surcharge (EDS), this is also collected at source. In addition, there is a Workers Welfare Fund (WWF)
contribution of 2.0%, a Workers Profit Participation Fund (WPPF) contribution of 5.0%, a Social Security Contribution and an
EOBI contribution. For exporters the government should charge a flat rate at the time of receipt of export proceeds.

Interactions with Government functionaries needs to he streamlined

Larger exporters who supply to global brands are frequently audited by their suppliers to ensure compliance with local laws
among others. The compliance standards of global brands are at times higher than those which are prescribed in a country’s
laws. Companies which are audited by global suppliers should be exempt from frequent inspections by government
departments.



Apparel & not cotton should he government's priority

Government policies need to change if Pakistan is going to be a global apparel powerhouse. In competitor countries such as
India, Bangladesh, China, Vietnam etc., the government has implemented various policy measures aimed at supporting their
apparel industry. Policy should support introduction of man-made-fibre and the import of yarn which is competitively priced.

Government needs to support upgrading of technology and pro

Technology and processes are for the most part outdated - though there are centres of excellence at the firm level. This low
level of technology impacts productivity and quality of both the denim fabric and apparel manufactured. A policy to support
technology and process upgradation needs to be put in place.

No proper skill development programs are being implemented to ensure a steady supply of trained manpower. Currently skills
are mostly learnt on the job and this at times can prove costly for the firm as untrained workers can make costly mistakes. At
the trade association level, skill development plans need to be introduced, in addition firms should be allowed a tax rebate for
trainee / internship programs.

Female workers in apparel manufacturing need to he supported to continue for longer periods of time

Female workers are ideally suited to garment manufacturing on account of their nimble fingers. Female workers according to
exporters are more “loyal” and “willing to learn new skills”. Laws which ensure provision of “day-care” centres and quality
schools near factories along with paid maternity leaves are some incentives which could be offered to keep women in the
workforce for longer periods of time.

Common R&D facilities need to he promoted in denim clusters

Companies which are investing heavily in R&D are the ones which have done well in the past 10 - years. R&D is not only at the
fabric level but also in fabric processing and washes of jeans. However, knowledge is at a firm level and not assessable to
medium sized companies. Common R&D facilities need to be setup in denim clusters so that facilities are available to medium
sized companies.




The hiring of expatriates as consultants needs to he promoted

The larger units reported that they mostly hire expatriate consultants from Turkey and Italy for resolving specific problems.
Payments to expatriates should be tax-free to promote the hiring of more consultants.

Firms need to he helped to comply with glohal EHS (Environment, Health & Safety)

Firms reported that compliance with global EHS standards were partly responsible for Pakistani firms being able to maintain
their global market shares. Government should provide common effluent treatment plants in denim clusters and help medium
sized companies meet global EHS standards.

Increasing Chinese production costs is an opportunity to promote JUs with Chinese companies

As China's labour rates increase, Chinese apparel manufacturing companies are moving out of China in order to retain their
customers. Pakistani exporters are aware of this trend and appreciate the need to attract these Chinese companies to
Pakistan preferably in the Joint-Venture mode. Currently government policies do not promote JVs, the BOI should be
mandated to develop policies which promote JVs.

The lack of new industrial estates with the requisite infrastructure impedes growth of industry in general and the garment
industry in particular. For apparel, new industrial estates need to be near population centres as apparel is labour intensive.
Government needs to help setup new industrial estates where land should be on rent and leases cancelled if the entity which
hires the space is unable to continue for any reason.

Government needs to collahborate with the denim industry to promote brand Pakistan

The bigger players would like to have a joint industry - government body, professionally run, which will take a more holistic and
futuristic view of the denim industry. A more in-depth analysis is required of the policies followed by Vietnam, Cambodia and
Bangladesh to better understand the policies followed by them to promote their apparel industry.
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