


















































5.5. Environmental Compliance and Sustainability Pressures

While a focus on sustainability offers a competitive advantage, it also poses significant challenges. Meeting stringent
international environmental regulations and labour standards increases the operating costs for Indian manufacturers. This
can put them at a cost disadvantage compared to rivals in countries with more lenient policies. Ensuring consistent
compliance, particularly for the fragmented small and medium-sized enterprises (SMEs), is a complex and capital-intensive
task.

5.6 US Tariff Impact and Trade Challenges

The August 2025 implementation of 50% US tariffs on Indian goods represents the most severe trade disruption facing India's
textile sector. Combining 25% reciprocal tariffs with additional 25% penalties for Russian oil purchases, these measures
impact USS$S48.2 billion in exports, with textiles constituting 34% of India's US shipments. Industry analysis predicts
significant reduction in export in textiles, gems, and carpets, endangering thousands of jobs. Major textile hubs may face
devastating impact, like Panipat’s US$1.3 billion annual home textile exports represent 60% of city's total shipments, while
companies report zero fresh orders and margin collapse as brands demand suppliers absorb 25% tariff burden.

To mitigate risks, India is actively pursuing FTAs with the UK, EU, and Australia, while also supporting domestic production
through customs duty tweaks and PLI-linked cost reductions. Enhanced focus on alternative markets like Japan, South Korea,
and the Middle East is also being encouraged through targeted outreach.




6. Future Outlook and a Strategic Roadmap

6.1. Policy Action for Structural Change

For the Indian textile industry to achieve its full potential, policy actions must be focused and targeted. A fundamental priority
is to address the sector's fragmentation by providing incentives for consolidation and the creation of large-scale, vertically
integrated firms and clusters. At the same time, there is an urgent need to reform labour laws to boost manufacturing
flexibility, which is a key requirement for attracting large-scale, international investment. The government should also
prioritise faster investments in transportation and logistics infrastructure to lower production costs and improve efficiency.

To achieve its ambitious vision of high production capacity, the textile sector requires a massive investment in financial terms
as well. This is a formidable challenge that cannot be met by government initiatives alone. The funding landscape is shifting,
with a growing focus on attracting foreign direct investment (FDI) and encouraging private sector participation. The
government has already allowed 100% FDI via the automatic route in the textile sector, signalling its openness to foreign
capital. The success of attracting this capital hinges on creating an attractive investment climate by addressing long-standing
structural issues.

6.2. Automation and Tech Disruptions

The future of the industry will be characterised by a faster adoption of Industry 4.0 technologies. Automation, Al-driven
predictive modelling for demand forecasting, and the use of blockchain for supply chain transparency will become
commonplace. The focus will be on transitioning from outdated, labour-intensive practices to smart, agile manufacturing
ecosystems. This transformation is crucial for enhancing operational efficiency, reducing costs, and improving product quality
to meet global standards.

To meet its vision of becoming a US$650 billion production ecosystem, India's textile sector requires large-scale investments
across infrastructure, technology, compliance, and skill development. Public investment is already underway: 4,445 crore for
PM MITRA parks, 1,480 crore for NTTM, and over 1,783 crore combined under PLI and ATUFS. However, private sector
participation — especially foreign direct investment (FDI) — remains crucial. The sector is fully open to 100% FDI via the
automatic route, and recent DPIIT-led outreach aims to attract investors by positioning India as a cost-competitive and policy-
supportive hub. The funding landscape emphasizes private investment mobilization through policy reforms, infrastructure
development, and risk mitigation mechanisms to bridge the investment gap and achieve global competitiveness.

To bridge the digital gap, a strategic roadmap for technology adoption is essential. This roadmap should prioritise providing
financial support and tax incentives to MSMEs to help them overcome the high costs of technology adoption. A phased
approach, starting with foundational technologies like loT for process monitoring and moving towards more advanced
solutions like Al for demand forecasting and blockchain for traceability, will be crucial. Promoting public-private partnerships
and innovation hubs can also help in speeding up the spread of modern technology and building the necessary digital
infrastructure.

6.3. The Shift to Sustainability and ESG Integration

Sustainability will evolve from a niche trend to a core business imperative. The future roadmap includes a transition to a
circular economy model, where textile waste is recycled into new products. Indian companies will continue to invest in eco-
friendly practices, such as ZLD and renewable energy, to meet stringent global ESG (Environmental, Social, and Governance)
standards . This transformation will not only ensure environmental compliance but also position Indian manufacturers as
preferred partners for global brands and conscious consumers.

Sustainability must be integrated as a core business strategy, not just a compliance issue. The government should expand
incentives for green manufacturing, including subsidies for ZLD plants and the adoption of renewable energy sources like
solar power. A concerted effort to promote a circular economy, from textile waste recycling to new product creation, can
position India as a global leader in sustainable fashion and secure long-term partnerships with international brands.




6.4. Skill Development and Human Capital Building

The skill gap is a significant constraint that must be addressed systemically. It is recommended that government and industry
work in a genuine partnership to scale up vocational education and skill development programmes, ensuring that the
curriculum is aligned with the needs of a modern, digitised textile industry. The goal should be to create a large pool of
trained and certified manpower that can operate advanced machinery and adhere to international quality standards, thereby
enhancing India’s overall productivity and competitiveness.

6.5. Market Access and Building a 'Brand India’

To increase its global market share, India must proactively
work on market access and brand building. The government
should prioritise and fast-track Free Trade Agreement
(FTA) negotiations with key trading blocs to level the
playing field against rivals who benefit from preferential
tariffs . At the same time, a unified, long-term Brand India
vision should be launched to position the country as a
reliable, quality-conscious, and sustainable supplier in the
global market. This strategy, backed by targeted outreach
programmes in new markets, will be critical for diversifying
exports and securing a leading position in the future of
global textiles.

To mitigate risks associated with over-reliance on
traditional markets like the US and EU, India’s future
strategy involves aggressive export diversification. The
government'’s plan to target 40 new countries is a
significant step in this direction, aiming to increase India’s
global market share from 3.9% to a target of 15-20% in the
coming years. This will be supported by a focus on high-
demand, high-value products and faster Free Trade
Agreement negotiations.

Beyond current initiatives, India requires integrated policy
intervention combining labour law modernization with
infrastructure acceleration, technology democratization
through MSME financial support and phased automation
adoption, and market access optimization via expedited
FTA negotiations and export diversification. Sustainability
integration should expand ZLD incentives and renewable
energy adoption, while human capital development must
scale vocational training aligned with digital textile
industry requirements.

Success depends on coordinated implementation across
government levels, industry collaboration, and international
partnership development to transform India from a
traditional textile powerhouse into a globally competitive,
technologically advanced, and sustainably operated
manufacturing leader.
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