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or P. Jayalakshmi, a native of V

Kalathur village in Perambalur

district of Tamil Nadu, life

seemed like a disaster till about

15 months ago. Her husband, a
tailor, did not earn enough to run the
family. They were dependent on their
extended family and that came at a cost.
Her mother-in-law routinely ill-treated
her and not a day went by without a fight.
In her mid-30s, she had given up all hope
of abetter life.

Early in 2024, Jayalakshmi got to know
of a shoe factory coming up at Eraiyur,
10km away. The factory was looking for
women workers.

She applied, unsure if she could be
recruited—Jayalakshmi had studied till
the 9th standard and had no work experi-
ence. But the shoe factory welcomed her,
giving heravocational pathway she hadn’t
known of.

Today, Jayalakshmi handles raw material
atJR One Kothari Footwear Pvt. Ltd, acon-
tract manufacturer for the American foot-
wear brand Crocs, earning 39,000 amonth.

“My family is now financially independ-
ent;1getalot of respect,” she said, turning
atad emotional and recalling all the years
of stress. Along with her financial for-
tunes, came a change in her mother-in-
law’s attitude. “She adores me these days,”
she added.

A. Jaya, also from V Kalathur, was
shunned by her neighbours as she invaria-
bly ended up asking them for aloan every
now and then. Being farm labourers, she
and her husband barely managed to earn
35,000 amonth, farless than the needs of
her six-member family. She now works at
JR One Kothari Footwear’s canteen and
earns 10,000 amonth. Her neighbours,
she said, now make eye contact with her
and speak with more respect. A few of
them even ask her for money.

The empowerment Jayalakshmi and
Jaya feel is because of industrialization
spreading to Tamil Nadu’s hinterland—
while the state is a manufacturing power-
house, not all its districts have benefited.
Today, electronics, automobile and tex-
tiles manufacturing are mostly concen-
trated around Chennai and Coimbatore.

Now, the state government has doubled
down on its efforts to diversify its indus-
trial landscape. Non-leather footwear
manufacturing, or footwear thatis made
from synthetic materials, has emerged as
anarea of focus.

“While Tamil Nadu has made signifi-
cant progress in attracting cutting-edge
industries like advanced electronics and
electric vehicles, some pockets still need
industrialization and for that we need jobs
that donotrequire a high degree of skills
but are created in large numbers. The
non-leather footwear is one such sector
and that is why we are focusing on it in a
bigway,” T.R.B. Rajaa, Tamil Nadu’s min-
ister for industries, investment promotion
and commerce, told Mint.

Foreign non-leather contract manufac-
turers are investing about X17,550 crore in
the state; this has the potential to create
230,000 jobs. Non-leather footwear,
thereby, is one sector where India’s
‘China+1’ strategy appears to be working.

“Tamil Nadu is now a key global player,
supplying to leading brands such as Nike,
Puma, Crocs, Adidas
and many more,” the

Tamil Nadu is trying to

In the last few years, the state has become India’s non-leather footwear capital. The inside story
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Workers pack footwear made for Crocs, at the factory of JR One Kotha

contract manufacturer.

KICL also inked a memorandum of
understanding (MoU) with the Tamil
Nadu government in February this year to
invest 5,000 crore to make Adidas shoes
in the state. This will also be a joint ven-
ture with Shoe Town Group and employ-
ment generated will be in excess of
50,000. The factories will come up near
Karur town and at Eraiyur.

Today, almost all major contract manu-
facturers of non-leather footwear—be it
Pou Chan Group, Hong Fu Industrial
Group and Dean Shoes Company—are in
various stages of setting up their manufac-
turing facilities in the state.

Feng Tay Enterprises, one of the largest
contract manufacturers for Nike, which
had entered Tamil Nadu in 2006 with a
factory at Cheyyar (northern Tamil Nadu),
has recently expanded its operations by
setting up factories at Bargur in Krishna-
giri district and at Tindivanam (northern
Tamil Nadu). Feng Tay
employs over 37,000

minister added. Non- workers and is estimated
leather accounts for  direct newinvestmentsinto  toproduceabout25mil-
86% of the footwear ] o lion pairs of footwear
used globally today. its southern districts. The annually.

But the path tobecom- state has announced two What is largely

ing the non-leather foot-
wear capital of India was
not easy for Tamil Nadu.
It was an uphill task to
convincereticent foreign
investorstoinvest. It wasalso a challenge to
shift the focus oflocal entrepreneurs away
from leather. Tamil Nadu, after all,
accounts for47% of India’sleather exports.
It now faces an even bigger challenge as it
works to build the ecosystem needed for
non-leather footwear production.

BOOTUP
R One Kothari’s factory in Perambalur
district commenced operation in
November last year and currently employs
2,500 workers, 90% of them women. It
hasso far produced 2 million pairs of Crocs
for the Indian and global markets. The
facility is still expanding with the overall
investment planned at 31,700 crore.
“When all the investment is deployed,
the factory will employ 15,000 workers
and produce 40 million pairs of Crocs
every year,” J. Rafiqg Ahmed, executive
chairman, Kothari Industrial Corp. Ltd
(KICL), said. JR One Kothari Footwear is
a joint venture between KICL and Shoe
Town Group, a $5 billion Taiwan-based

non-leather footwear parksin
Madurai and Cuddalore.

unknown is that India
could have attracted
these manufacturers 25
years ago. But it did not.

FORWANT OF ANAIL

y the turn of the century, major global

footwear brands, which had shifted
the production of non-leather footwear to
China in the 1980s taking advantage of
low wage costs and the availability of
abundantlabour, were in adilemma. The
country’s labour costs were spiking.

To keep their margins intact, manufac-
turersstarted scouting for otherlocations—a
greatopportunity presenteditselffor India.

But India was not ready. Policymakers
and entrepreneurs were still focused on
leather, despite its fading aura. Thailand,
Vietnam, Indonesia and Cambodiabene-
fitted as many brands expanded their
operations in these countries. Feng Tay
was the lone player to invest in India.
However, the company’s operations
remained limited in scale.

BUCKLEDOWN
confluence of factors has presented
India with a second chance now.
With alimited working age population,

wages in Thailand, Vietnam and Indone-
siahave begun torise. Today, wage costin
the footwear sector in Chinais $3 per hour
whileitis $2 per hourin Vietnam and $1.5
in Indonesia. At 90 cents, India is more
competitive. “This wage differential is a
big attraction,” said KICL’s Ahmed.

Also, in the last eight years, there were
multiple disruptions in supply chains. The
US-China trade war in 2017, during Presi-
dent Donald Trump’s first stint, exposed
the overdependence on China. Then came
the covid-19 pandemic, which disrupted
global supply chains like never before.

Meanwhile, India’s economy was on a
steady growth path. Growing per capita
income needled global brands to consider
the country seriously. The use of non-
leather footwear in India was far lower
than similar sized economies and this
offered huge headroom for growth.

Among the Indian states, Tamil Nadu
was the first to seize the second chance.

The non-leather footwear sector has
the potential to drive inclusion and foster
distributed growth across the region,
Darez Ahamed, managing director and
chiefexecutive officer of Guidance, Tamil
Nadu’snodal agency for investment pro-
motion, pointed out. Investors wanted to
set up factories in rural areas away from
large cities and towns. Their only demand
was easy access to a port.

“Tamil Naduis evenly developed, with
good infrastructure like roads and power.
We could offer investors large parcels of
land in rural areas with port connectivity
in eight hours orless,” said V. Arun Roy,
Tamil Nadu ’s industry secretary.
“Labour, especially women workers that
the investors preferred, is also readily
available,” he added.

BIGSHOES TOFILL
Despite compelling reasons, a willing
government and good infrastruc-
ture, it was not easy to convince global
players. Like electronics, almost all non-
leather footwear is contract manufac-
tured, and the industry is dominated by a
handful of Taiwanese companies such as
Shoe Town, Feng Tay, Pau Chen, Hung Fu
and Dean Shoes. These family-owned
firms had little experience of India.
Worse, they had concerns about how well
foreign companies will be accepted, the
quality of workforce, bureaucratic red
tapism and corruption.
“The Tamil Nadu government started
wooing Taiwanese contract manufactur-

ri Footwear, at Eraiyur in Tamil Nadu's Perambalur district.
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WHAT

Tamil Nadu has doubled
down on its efforts to diversify
its industrial landscape.
Non-leather footwear
manufacturing has emerged as
an area of focus.

NOW

Foreign contract manufacturers
are investing about 17,550 crore
in the state. Footwear made
here will be supplied to brands
such as Nike, Puma, Crocs
and Adidas.

BUT

Building the component
ecosystem will be a challenge. All
inputs that go into making non-
leather footwear—specialty
chemicals, technical textiles,
buckles—are imported.

ersinabigway since 2018 and the efforts
intensified post-covid,” said S. Krishnan,
secretary, ministry of electronics and
information technology, government of
India. Earlier, he was the state’s industry
secretary and kickstarted the non-leather
footwear foray.

State officials, he recalled, made multi-
ple visits to Taiwan to meet with members
of the Taiwan Footwear Manufacturers
Association (Tafma). A delegation from
Tafma was invited to Tamil Nadu; the
state’s industrial prowess and investor
success stories were showcased. The gov-
ernment has even stationed an official
full-time in Taipei for the last three years
to coordinate investments.

A non-leather footwear policy was
released in September 2022. “Our policy
offers capital, land and payroll subsidies
tailor-made for each investor,” industry
minister Rajaa said.

The state government’s measures were
supplemented by the efforts entrepre-
neurs like Rafiq Ahmed made—he

THE BIG FIVE

Top non-leather footwear contract
manufacturers in Tamil Madu.

Company |Locatlon Status
Feng Tay Cheyyar, Bargur, Inproduction
Tindivanam
Shoe Town  Eradyur In production
Karur Conatruction
phase
PauChan  Kallakurichi Constructicn
phase
Hong Fu Ranipet Construction
phase
Dean Shoes Jeyankondan Foundation
laid

Source: Gommmmeent of Tamil Maduf
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The differentiator
Wage cost in India is lower compared to
East Asian economies.

Wage ($ per hour)

China 3
Wietnam 2

Inclorvsia | 15

Cambodia 1
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Source: Industry datafEothan Industrial Corporation Lid

reached out to Taiwanese manufacturers
for investment.

“I promised Ron Chang, chairman of
Shoe Town Group, that the factory of JR
One Kothari Footwear will be up and run-
ning in one year. We produced the first
shoe on the first anniversary of
the MoU—28 November 2023,”
Ahmed recalled.

Successes like this eased the
concerns Taiwanese manufac-
turers had about Indian
bureaucracy.
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Nadu like Feng Tay, Foxconn and Pega-
tron—the last two in the electronics man-
ufacturing space.

The state is now trying to direct new
investments into its southern districts.
“We are looking at locating the new
investments in Madurai, Cuddalore, Siva-
ganga, Ramanathapuram, Theni, Thirun-
elveli and Thanjavur,” Roy said.

In the state budget announced last
week, two non-leather footwear parks
have been announced in Madurai and
Cuddalore with infrastructure invest-
ments worth X250 crore.

FRONT FOOT

aving drawn in the contract manu-

facturers, the Tamil Nadu govern-
ment is now looking to build the ecosys-
tem. It has allocated space for component
makers in the Ranipet and Eraiyur foot-
wear parks. This will prove to be a bigger
challenge as almost all inputs that gointo
making non-leather footwear—be it spe-
cialty chemicals, technical textile, buckles
and even adhesives—are presently
imported. The raw material needed to
make these inputs are not available in
India yet.

“Local production will come with scale.
We have set a 25% localization target in
five years,” industry secretary Roy said.

Unlike electric vehicle batteries, which
are dependent on rare earth minerals such
aslithium, the source raw material in non-
leather footwear is petroleum, which is
easily available, he added.

Some progress hasbeen made. “Twen-
ty-two component players have signed to
locate their production facility at Eraiyur,”
KICL’s Ahmed said. Building the ecosys-
tem will happen faster if Chi-
nese investments are allowed
and visas are given to Chinese
people. A thaw in the India-
China relationship should
hopefully help, he hoped.

Backat JR One Kothari Foot-

Shoe Town, which operates | jked this story? ~ wear’s Eraiyur plant, multiple
3l factories across East Asia,is  Share it by training sessions are regularly
adoptinga ‘China Plus’strategy  scanning the held to help workers reduce
with India being a top choice QR code. wastage and ensure quality. Ini-

duetoitslowerlabour costsand
large workforce, the company stated in a
press release during Chang’s visit to
Chennai recently. “We have created a
huge value for future business growth in
Tamil Nadu,” he said in the release.
What also helped was the success of
other Taiwanese companies in Tamil

tially, the wastage at the factory
was at 80%. After four months of training,
the wastage dropped substantially to the
globally accepted levels of below 10%,
according to Ahmed.
One last fear of Taiwanese manufactur-
ers—the efficacy of Indian labour—has
been laid torest.



