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Aditya' Bifla puts on hold ¥3 'OOO—érvTﬁrkey plfanf

. AMRITA NAIR-GHASWALLA

Murmbai, February 25

. Aditya Birla Group has decided to de-
" fer its $510-million {(around %3,000

crore) plant in Turkey for producing
_viscose staple fibre (VSF), a raw mate-
~ rial used for making home textlles
.and apparels.

Turkey is the fourth largest con:
sumer of viscose in the world, and its
~ Adana Organised Industrial Zone

- was to host the Indian plant with an
* annual capacity of 180,000 tonnes.

Though demand for VSF continues
to grow globally, the overcapacity in
China, created at the time of the VSF
boom, has put pressure-on realisa-

~ tions in the global markets. It has re-

sulted in global prices declmmg by. -

-around15 per cent™: :
Manohar Samuel, Global Busmess . C
s No expansion - 3

Development, Birla Cellulose, said:
“The viscose market has been in a

state of turmoil, and the returns are.

lower. The Turkey project is on, but

has been delayed because of the ca- -

pacity overhang in China.”

growth of its textile industry.
While the facility was to address

Turkey's domestic demand, it would

also have the potential, to export

about 20 per cent to the European

Union and other nelghbounng
. countries.

LY

Incidentally; the surplus VSF capacity .
in China, which' has proved to be a-.
major overhiang on margins, has also
“stalled expansion projects of other

- stalwart VSF players.
Announced in December 201, thie
piant was to'be the first VSF produc-
tion facﬂlty in Turkey, and the invest-
ment was aimed at supportmg the

- End December 2014, Austria-based *
Lenzing Group, too, decided to Te-.
frain from any new capacity expan- -

_sion projects untilmarket conditions

improved. The- Lenzing Group and

- the Aditya Birla Group are two global
- viscose fibre giants, and had report- -

edly gained capacity of above

800,000 tonnes a year each in 2013,
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US challengmg China’s export sops f
at WTO could be advantage India

| Beumg allegedly provrdmg unfair’

benefits to products across seven sectors

AMITI SEN
: New Delfi, February 25

" India could gain significantly

. from a ‘recent US challenge at:
‘the World Trade Organisation
"(WTO)against China for alleged -

extension of prohibited export
- subsidies to-a whole range of
products such as agriculture

items, textiles, leather, medical”

" equipmeént, speciality chem-
icals and’building materials.
New Delhi is' planning to
seek observer status in the con-
‘sultations between ‘China and

the US, as a favourable outcome
for the US could translate into

lower competition from' Chi-
nese products for Indian manu-

facturers as well, a Commerce"
told

Ministry official

Busmess};me

export subsidies are being in
the form:of disguised sops and
incentives, then India, too, will
be in a-position to impose pe-
nal import' ‘duties “on' these
products,” the official said.

Higher import duties on Chi-
nese products could help India
lower imports and narrow the
existing trade deficit-with its
neighbour, which, at $36 billion
in: 201314, was more ‘than a
- fourth of the country’s total
‘trade. deficit. ~Moreover,  if

- proved guilty, China would also

face penal duties on:its prod-

- ucts in other key markets such :

as the US and EU,which could
make them less competitive
than Indian products, the offi-
clal added.

* Export subsidies
All subsidies directly linked to

-exports are prohibited under .

WIO rules. Only countries with
per capita income below $,000

- are allowed to prov1de such:

“If it is proved’ by the US that: sops for products where their -

global share is fower*than 325
per cent. The US has challenged
China’s ‘Demonstration Bases-
Common Service Platform’ pro-
gramumie under which the coun-
try provides free and discount-

Challenging subsidies Higher import duties on Chinese products
could help India lower imports and narrow the existing trade
‘deficit with its neighbour.

ed servicesaswellas cash grants -
and other incentives to enter- -
" prises that meet export per--

formance criteria and are locat-

ed in 179 demonstration bases
(industrial clusters) through- -

out the country., Washington
has claimed that under the pro-
gramme, export subsidies.are
provided to manufacturers and

.- producers. across .seven eco- -
- “nomic. sectors -and dozens of -
sub-sectors: The seven main'sec- -
+tors are textiles, appare] and
footwear, advanced materials .
“and metals (including specialty

steel, titanium and aluminium
products), light industry; spe-
cialty chemicals, medical prod-

ucts; hardware andbuilding
materials and agriculture.. Be-

- ing an observerin the proposed

consultations between the US
and China is important for In-
dia because it will not only be
privy to all the issues raised by
the US and answers. given by

- -China, it could also have access

toinformation provided by Chi-

-Ta on its various sub51dy pro-

grammes - and . - incentive .
schémeswhich s othermse dif-

- ficult to get.

“If we have enough informa-

tion;we too could challenge the
- exportsubsidies independently

at'some other time if required,”
the official said.
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Leather, textiles need alegup

: The two sectors have tremendous export potenﬂal but are bogged down by procedural hassles and lack of mcentwes

B SRIRAM

he textile and leather sec- -

tors, with a base in South
India, have a competitive
advantage in meeting the
expectations of the ‘Make in India’
mantra. The vision of the textile sec-
tor is to raise exports to $80 billion

by2020. It contributesarcund 4 per -

cent to the GDP and is considered
the second largest provider of em-
ployment, after agriculture.
Leather - consistently figures
among the top 10 sectors earning
" foreign exchange. It is one of the

sectors identified for the ‘Make in -

India’ campaign as the export-of
leather is growing at more-than 10
per cent year-on-year and has
achieved ‘an export .turnover of

$4,450 million during the first sev- .

en months of the current financial

year. In this 36 billion industry, foot-

wear alone accounts for$4 billion.

Of exports and taxes

What do these sectors-expect from
government? Topping the wish-list
~would be incentivising exports.
-With the foreign trade policy ex-
pected to be announced shortly, the

“er Incentive

expectation-is to make our expor-

ters competitive by broadening the .

incentive. base and reducing the

-procedural hassles in obtaining

these incentives.

While reports suggest ‘that the
commerce ministry will stick to
deadlines (the eight-year period set
by the WTO's agreement on subsi-
dies and countervailing measures),
restoration of the SHIS{Status Hold-
_Scheme) scheme
would provide the necessary relief
in terms of duty concessions. In-

-crease in duty drawback rates

would be a welcome move. Itis ime:

portant that processes/documenta-
tion for claiming -export benefits
are simple and time-bound to en-

sure that no taxes/duties are em--

bedded in the export products.
Considering the employment op-

portunities in the-leather and tex-

tile sectors, deduction under in-

~come tax law would be welcome.

The investment allowance provi-
sion would be useful. Rationalising
the duity/tax structure is equally im-
portant. Companies operating un-
der the Export Oriented Unit (EOU)

scheme are, realising that the
scheme offers no additional incen-

tives comparable to what's on offer -
for domestic players in terms of in-

cidence of tax. An exit route from

. EOU without duty 1mplxcat10ns
would provide relief. _
- The key expectation is rational-

isation.of the ‘inverted duty strac-
ture’ by exempting the levy of spe-

cial additional customs duty under’

Section 3 (5) of the Customs Tariff
Act on raw materials. Reduction of

Basic Customs Duty from 7.5 per

cent to 5 per cent onall textile mia-
chinery and spare parts with retro-

spective effect boost the sector.

The " elaborate’ classification un-
der customs tariff results in inordi-

nate delay in clearance of goods. -

MAT, GST and litigation

Given the size of and the income
generated by leather, the thinking
in the industry is that the 12: per
cent excise duty levied on leather
shoes is very high, resulting in high
manufacturing costs.

Reducing excise duty to 6 per
cent' will make the industry com-
petitive. Further, excise duty con-
cessions provided for footwear on

MRP up to 500 may be mcreased‘

10%1,000. ¢

After the introduction of MAT in
special economic zones, develop-

* ment has slowed down. Reinstating

the exemption will provide a boost
to non-resident investors-in the
manufacturing goods sector.’
Industry is also awaiting the ma-
jor indirect tax reform, the Goods
and Services Tax, whlch is expected

“to eliminate multiple taxes and es-

tablish a system of seamless credit.
By simplifying the current complex
indirect tax structure, GST will in-
centivise' Indian manufacturing.
Tax Administration and Reform
Commission (TARC) reports have
provided several valuable suggesti-
ons (after considering the inputs
from industry) aimed at creating

-the right administrative tax envi-

ronment to incentivise investment
and manufacturing. A crucial as-
pect is a litigious-free environment
and approach.

. The writer is g partner, Tux &

Regulatory Services, EY. EY's senior tax
professional Priya Balasubramanian
contributed to the article. The views
are personal -
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But traders say procurement from countrys
Ieadmg producer is too low

OUR BUREAU
Ahmedabad, Februaryzs '

_has procured 25,59,696 quintal

(approximately 1.5 million bales
of 170 kg each) of cotton over the

- last four months in Gujarat. Ac-

cording to traders, this is too low
since Gujarat is the largest pro-

-ducer of the crop.

According to a statement by

the government in the State As-
sembly, the State Government
had represented three times to

the Centre seeking its interven-:

tion to provide remunerative
prices to cotton farmers.
“As on Februyary 9, the Centre

has assisted Gujarat by setting -
up 65 procurement centres:in
- the State, through which CCl has.

procured 25,59,696 qointal ka- -

pas (raw cotton),” the govern-
ment said in reply to a question
on assistance from Centre after

market prices plunged below
- the minimum support price.

However, trade sources said
that the procurement was not

enough for a State like Gujdrat,

which contributes about 30 per

centto the country'stotal cotton
production. CCl is buying at MSP -
level of ¥820 per 20 kg or 4,100
per quintal. - .
~ Market sources sald that pro-_
curement by CCI from other

States was hlgher because of the
superior quality and length of
the fibre. -

“Cotton from South Indla'v

fetches better price at auction

Ref: pmin.2015-02-26.51.135

because of its fibre length of
about 30-31 mm. In Gujarat, the
widely grown Shankar-6 has the
fibre length of 2829 mm. CCI

auctions are on and dailyaround
" 25,000 bales are traded electron-

ically” said a. cotton exporter

. from Ahmedabad.

- However, cotton exports ‘are

. weak as China has stopped buy-
ing from India. Small volumes -
are exported to Pakistan, Bangla- -

desh and Vietnam.
Ratings agency and research
firm Iidia Ratings maintained

‘Negative’ Outlook on Cotton on
contraction in domestic -yarn .

production for exports, unlikely

. Tecovery. in cotton exports,anda .
“fall in~domestic prices below
. MSPand higher carryover stocks.
“We expect the global cotton.
prices to be low in the medium
* term due to the negative senti-
. .ments. Cotton exports from In-

%
¥ b

Witting prospedts Market sources sard that procurement by (
superior quality and length of the fibre ar !

dia to China declined 26.4 per
cent year-on-year during. April-
October 2014 compared with 43
per cent decline a year ago,” In-_
dia Ratings said ina report. . . -

India’s cotton exports to other

place the quantum of lower
trade with China, it said. ~°
Raw cotton . (_Kapas) prices

destinations are unlikely to re-:

CIbuys 1.5m bales cotton from GuJ arat _

from other States was higher because of the

(represented by Shanker-6) are

r

_likely to trade between I800-
' 900 per 20 kg, while lint (356 kg) -
.- prices will hover in the range of .
' %30,260-35,600 for 201516,

2
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