Export share of manufacturing compames sales nears record low
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Drop across listed and unlisted companies

SACHIN P MAMPATTA
Mumbai, 17 September

Theshare of exportsin the sales of
manufacturing companies has dropped
by nearly two-thirds over aten-year
period ended financial year 2022-23
(FY23). The numbersso far for FY24
suggest it might have fallen further.
Exportsaccounted for over18 per cent
of manufacturingsalesin FY13, but this
figure droppedto 6.8 per centin FY23,and
standsatjust1.8 per centso far for FY24,
accordingto data from the Centre for
Monitoring Indian Economy (CMIE).
Thisisbased on 961 companies across
thelisted and unlisted space. Companies
declare foreign exchange earnings as part
of their financials. The numberslook at
theexport figures from these disclosures
relative tototal sales. To be sure, notall
companies provide this disclosure, but
thedatahere considers only those firms
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which have both forex earnings aswell as
salesnumbers. Thisalignswiththe
World Bank’s September 2024 India
Development Update, which highlights
India’slost ground on manufacturing
segments like apparel and footwear.
“India’sshare in global exports of
apparel, leather, textiles, and footwear
(ALTF)initially grew from 0.9 per cent in
2002toapeakof4.5percentin 2013, but
itsubsequently declined to 3.5 per centin
2022,” itsaid, adding that other countries,
such asVietnam and Bangladesh, have
captured market share ceded by China.
The datagoesbackto1990-91. The
peakwas18.45 percentin FY14. This has
seenasteadydeclineinrecentyears. It
hasbeeninsingle-digit territory since
FY17. The number for FY24, ifitholds,
would be the lowest on record (chart1).
Listed companies have typically had a
larger share of their sales coming from
exportsthan unlisted firms. Butboth

segments have shown a decliningtrend.

Theshare of exports of listed
companies as a percentage of sales
peaked at1945percentin FY14. It
roughly halved to 9.27 per centin FY19,
thelastyear before the Covid-19
disruption. Numbers dropped to 6.73 per
centin FY21during the pandemic amid
lockdowns across the world. The share
remained below pre-pandemiclevelsin
FY23and alsoin the numbers available
thusfar for FY24.

Unlisted firms have typically had a
lower share of exports relative to their
sales. The peak for the segment was 16.46
percentin FY14.Itdropped to7.59 per
centinFY19.Ithassinceshowna
decliningtrend even as the effects of
Covid-19 waned. It had dropped to 5.56
percentin FY23and thelatest numbers
show 3.52 per cent for FY24 (chart 2).

India’s merchandise exportscamein
at $437.2billion for FY24. Thisislower
thanthe previous year’s $450.6 billion
figure. It was $330.2 billion in FY19.

Sreejith Balasubramanian, economist
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atBandhan Mutual Fund, said there had
been some improvement in manufa-
cturingnumbers, but some of thisisalso
related to assembly with less value
additioninsome cases. “Ifyoulookat
domesticvalue added in exports, there I
thinkwe have scope tocatch up,” hesaid.
Hesaid thatstructurally therecanbea
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tailwind for India to occupy akey spacein
global exports as the workforce in China
isexpected toshrinkduetoanageing
population. It willbeimportanttoget the
policiesin placetoattract manufacturing
and alsoaddress any skilled labour
shortages within India.

DhirajSachdev, chiefinvestment

officer at Roha Venture, said anumber of
government initiatives, such asthe
production-linked incentive scheme that
seekstoincentivise domestic manufa-
cturing, would boost numbersin the
comingyears. “Thistime the focus, as
policymakers, on manufacturingis
pretty strong. Itwill play it out over time.”
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