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ABSTRACT

This paper has tried to understand the determinaiftexport competitiveness in the thriving carpetustry of
India. The data for firm competitiveness has beellected from Bhadohi and Mirzapur districts of &ittPradesh,
together famously known as the carpet belt of Indidgotal 100 questionnaires were used and aftda déeaning, final
dataset had 96 questionnaires. The competitivenédbe firm was explored through five-point Likedale and 18
variables were identified. Through Exploratory FarcAnalysis, the determinants of export competitags were reduced
into four major constructs namely quality managetmemd product differentiation, focus on the foreigrarket, state
support, licensing and other non-tariff restrictorand networking. These constructs explain 87% hef éxport

competitiveness of the carpet firms.
KEYWORDS:Firm Competitiveness, Factor Analysis, Carpet Indydndia
INTRODUCTION

The carpet industry of India has been an essqpdidlof the small-scale industry of India and hasrbthriving
since its inception. The industry is a small seald cottage industry exhibit labor intensive naaseavell as high skill and
excels in the production of famous beautiful handenaarpets. The industry has been a significantribotor to the
generation of employment and income, net foreigogharge earnings and reducing regional disparitieproviding
employment in rural areas. This industry was coregkiat the time of Mughal Emperor, Akbar. The indushas
transformed itself since then. It has been ablepity adapt to the changing domestic and internationarkets and has
survived and thrived facing global competition. Ttbe five Indian cottage industries are cotton viegyvsilk weaving,
carpet making, leather industry, metal handicraftd small food processing industries (Joy, MT armhiKRM). The
carpet industry therefore becomes pivotal in thmwgin and development of the economy. Thus, a studydirection to

understand the carpet industry success story becoimeh exploring.
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The carpet industry is an integral and essentidlgfahe Indian Economy. The carpet industry afitnexported
a total value of 1442 million US dollar in the y2ai5-16 to the world (CMIE). The carpet industry loflia has
maintained the supremacy over the global marketranki first in the production and export of carjpeterms of value and
volume. The carpet industry of India is able tostoas the labor with skills are still present almel industry is able to
carter the needs of the ever-changing taste ardrpnee of the consumer, especially the foreigrsaorers, around 80-85

percent of carpets manufactured in India are ergort

Carpet industry of India is able to maintain itssition in the global market due to several factdise political
turmoil in Iraq and Pakistan might have helped dnditain number one position but the availabilitycloeap and skilled
labor adequately; its geographical proximity withl€litta, the major seaport via Grand Trunk roadhfiehich shipping is
done and the presence of a cluster of carpet whidns the industry is concentrated in some speeifion which makes

the production and trading of carpet easy.

The carpet industry of India is crucial for the Bomy as an employment generator, foreign exchaageg and
to reduce the regional disparities etc. But thelystof the industry to better understand the needsharriers of the trade
for the industry has never been taken up prop&vly.didn't find the significant literature regardingrpet industries trade

competitiveness though it is an export-orientedigtd;.
LITERATURE REVIEW

Many studies have been conducted inquiring intocthmpetitiveness of many industries. Competitivereso
varies in many regards and different studies hagenbdone dealing with a different level of compeaditess.
Competitiveness may be defined as the strengthroftd survive and sustain in a global competitatmosphere (Porter,
1990). Export performance was found to be affebieéactors such as foreign ownership, firm sizegggaphical location
and technological capabilities (Wignaraja, 2008jp&its have been considered as an engine of econgroith by
generating employment and foreign exchange etc.lSwale industry has performed well in exports€land Habte-
Giorgis, 2004). The firms that carry on exports dnade face international competition and that's wingintaining
competitiveness and efficiency becomes very crdoiabuch firms for survival in the internationabrket (Matanda and
Freeman, 2009).

There are many ways in which export barriers amssified. Export barriers in many studies have lassified
into internal and external constraints. These n#kand external constraints determine the growfirmas and firms either
lose their share in the market or are unable tthéurextend the export volume (Leonidou, 2004).rérere few studies
which classify the dimensions into an economic stndtegic category which implies objective and satiye division. In
actual nature, economic and strategic dimensicms@mplementary in nature and are inter-linked gmglication of both
can increase the export performance of the firmsig8, Rialp and Rialp,2011). Different studies éaaken up different
dimension to measure export performances and eomistr The need is to develop different ways to suea export
performance through constructing different dimensiso that the problem regarding exports shoulchipéured in totality
(Solberg and Olsson, 2010).
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Exports require more processes than the domedtcinng of the goods. Export faces many constraiatsiely
attitudinal, operational and structural constraiffisese barriers dissuade the firm's growth andhéts efficiency level
and at times even pose threat to the survivalefitin (Koksal and Kettaneh, 2011). Export barrieduce the efficiency
of the firms and such barriers can lead to wastdgesources, manpower, time, etc. and therebycieduhe overall
efficiency of the firm. These negative implicatioofsexport barriers need to be studied (Ortega32@& Silva and Da
Rocha, 2001).

Export barriers can be of many forms and natureng@ition in the global market, inability to offeatisfactory
prices, economic instability abroad, lack of goveemt assistance, lack of market information, peditinstability abroad,
perception of high business risks and costs abrshdrtage of working capital, high tariff and namHf barriers,
inadequate transportation and infrastructural itéesl, restrictions imposed by rules and regulajodifferent customer
habits and attitudes, difficulty in locating andtaihing representation, unfavourable foreign exdgearates, different
product standards and specifications, inadequaleuatrained staff, unfamiliarity of foreign busisegractice, different
cultural traits and language abroad, difficultyhandling documentation and procedures and inaliitpffer technical

after sales service are the major constraints fagezkporting firms Leonidou (2000).

The institutional barriers to the SME in the trdiosial economies were studied by employing theitutsbnal
theory to discover the perceived barriers. Theystligided these barriers into two broad segmentilwkvere formal
rules and informal rules. The formal rule includkd tax policies and business administrative prastivhile the informal
rule was a wide range of activities which has blmited to only the formal unofficial culture suas corruption and
failure of formal rules. Data was collected throumlsurvey conducted in Lithuania based on 6 pdiikert scale. The
study used ward’s grouping method for hierarchitastering to form four new variable which wererfal, informal, and
environmental and skill related and also used Lagé Multinomial Logit Model. The study showed ttia@ SME owner
who perceived them to be affected by formal basredso comprehended themselves to be affectedfbymial barriers
and vice-versa. SME owner who comprehended themsédvbe influenced by environmental barriers pksceived them
to be affected by the skill barriers and confirntleel presence of interrelatedness of these intaitibarriers but could not
back up the transitional effect which was basedhendate of business start-up as the results tuynetb be insignificant
(Aidis, 2005). A study of 69 exporters from Brazihd indicated that inadequate incentives, strorigriational
competition and exchange rate policies are the mmdjstacles to exporting firms (Da Silva and Da Rg001). Lack of
resources, strong foreign competition and lack xqfoet knowledge as export barriers are some ofntlagor barriers

recognized (Ortega, 2003).

Many studies have been conducted to find out th#denecks to trade, competitiveness, and exporiffer®nt
industries have been facing different problems aindifferent levels. Thus, to get a better undeiditeg of the problem
faced by the carpet industry, a separate studyneaded. This paper thus has taken up this courget &n insight into the

problems faced by the carpet industry in exporiisgroduct.
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MATERIALS AND METHODS

Participants and Data Collection

The study relies on a primary data, collected enBhadohi and Mirzapur districts of Uttar Pradéele stratified
random sampling design has been used for the melect the sample manufacturers cum exporters. Weeeded to
collect 100 completed questionnaires, 60 from Bhadod 40 from Mirzapur but 4 of the completed dioemaires did
not contain a sufficient level of information to beluded in thequantitative analysis of the stutthys our total sample
consists of 96 respondents. The structured quewticn contains questions regarding export perfoomaconstraints,
competitiveness and other socio-economic factoles& questions were framed keeping in mind thereatfl the
industry. The questions were framed on five polikert scale with the smallest number (1) assigtwedo problem and

highest number (5) to the very big problem.
Measurement

As mentioned earlier, there is a lack of consermsusiow to measure the firm's competitiveness bexdhe
concept is multidimensional and dynamic in nat@ezen a diverse range of theories, hypothesis, \amthbles of the
firm’'s competitiveness, we conducted a series af tm one interview with the respondents in ordeintprove our
understanding of carpet firm's competitiveness lie tndian context. We discussed the important cdithmness
indicators with manufacturers cum exporters durppigot survey and with officials from Indian Carpé&ixport

PromotionCouncil(CEPC), and concluded with a setamhpetitiveness items and questions to be incliméue survey.
Empirical Results

In this section, we first provide descriptive sttitis of the survey that were delivered to firnudlofved by the

results of firm's competitiveness variables. Firompetitiveness variables are formed through faatadysis.
Descriptive Statistics

Carpet as an industry contains several sub-hegdst &om general profile such as age, religiorsteaand
education level of the respondents, the other trest the survey explored what kinds of raw malesrifirm’s usually

use, nature of firms, competitors, and future etqiems.

The survey showed that the exporters are mostiguia®0 percent) in the age bracket of 21 to 60 withhighest
percentage (about 48 percent) in the 21-40 agedtsacOnly 2% are involved before the age of 2@ 41% in the age
composition of 41-60 while 9.38% of exporters il #hge composition of more than 60 still work in théustry. This
shows the activeness of even old aged exporteodvied in the business. The study also showed th@rdmce of Muslim
exporters although the participation of Hindushia tarpet industry has increased significantly as keing told by many
respondents during the survey. The art of carpetving in the world has come from and flourishedthg Muslim
community. This happened in India too but it islmager restricted to any religion or even socialugr. The highest social

group participation was of OBC with about 73 petcen

No exporters were found to be illiterate though edmad very low level of educational attainment.3%c1lhad
only primary education, 5.21% had a secondary le¥etducation, 13. 54% had high school educatimelle50% of

exporter had completed their graduation which shitnas most of them are graduated. But exportenrs paist-graduations
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were only 25%. The reason which was found durirgstirvey was the pressure which the children haore their family
to enter the family business. Many times, the chiidare being told that they need to learn the Ifablisiness which
needs early entry into the business. Thus, oftingkithe desires of children to pursue higher edian or enter into other
job opportunities or work. Exporters with formatimical education are just 3.13%. Often exporteasn the technicality
of the trade through their family rather than aogal institution. Carpet business is mostly thedkivhere the business is
passed on to the children. The already establifiired have their generation working in the industdgw exporters enter
the market too. Often the family pressurizes chifdto carry on their legacy. The industry is openall, whoever
possesses the right ingredient to carry on thigaakt

The carpet industry is an export-oriented induatrgt during the survey, it was proved. 89% of redpahexport
their product while only 11% don’t export. The ergscare done mostly on their own which is 75.58% 24.42% export
through agents.

The carpet industry has been able to maintainlibeesn international market. A country like Iraneixperiencing
the political upheaval and thus it's unable to cetepSitill, the Indian carpet industry faces ldtsampetition from within
and outside. The survey showed that 46.88% facgsrmampetition from other enterprises within theuntry. 9.38%
faces major competition from producers in the inipgr countries. The new emerging threat to the hauk carpet
industry is the rise of the machine-made industrgg eahange of preference of buyers for cheap anddnoable carpets
which are fulfilled by the machine made an indusg§.04% feel major competition from the machinedmanindustry.
The handmade carpets are more elegant, durab&xpanhsive. Exporters of handmade carpets have tingegbvernment
to establish raw material banks, better finance, @evelopment of infrastructural facilities. 17%dacompetition from
different other sources. The exporters believe ttaindustry needs to be made more competitivibaioit can withstand

the global competition. The cost of production dda@ome down so that it can become more competitive

Raw materials used in the industry are severalcamdtitute of wool, cotton, silk, jute, polyestetc. The raw
material for carpet is not available in good quailit India. Much of it has to be imported from ctnims like Switzerland,
Australia, etc. Raw material like silk has to b@qured from Surat, the sometimes cotton backingenathas to be
purchased from Kanpur, thus procurement of raw riztis one of the issues faced by the industrye Téspondents told
that the supply of raw material has remained staigimapast few years. Only 16.67% said that thepgupf raw material
has increased while 3.13% said that the supplyaaf material has decreased. But 80.21% of resporsigdtthat the
supply of raw material has been experiencing anstaigtrend. Many asked thegovernment to build b r&av material

bank atsubsidized prices.

The exporters were asked questions regarding fugypectation from their firms and what contributesthe
growth of their firm. 63.54% of the exporters hav@optimistic approach towards the future of ttiem. They believe
that the firm will grow very much in future. 15.63Bg&lieved that their firm will grow but not to amteaordinary degree.
In other words, the growth of their firms will
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Table 1: Descriptive Statistics of the Respondents

| Frequency| Percent

Age

less than 20 2 2.08
21-40 46 47.92
41-60 39 40.63
above 60 9 9.38
Religion

Hindu 34 35.42
muslim 62 64.58
Caste

general 20 20.83
Obc 70 72.92
sc/st 6 6.25
Education

primary 3 3.13
secondary 5 5.21
higher secondary 13 13.54
graduation 48 50
post-graduation 24 25
technical/vocational education 3 3.13
Export

No 11 11.46
Yes 85 88.54
Mode of Export

Oown 65 75.58
Agent 21 24.42
Competitors

other enterprises within the country 45 46.8
producer in importing country 9 9.38
machine made industry 25 26.04
Other 17 17.71
Awareness of Government Schemes

Yes 82 85.42
No 14 14.58
Design Application

provided by traders/buyers 73 76.04
self-innovation 23 23.96
Agreement with Suppliers

No 81 84.38
Yes 15 15.63
Type of Raw Materials

Cotton 1 1.04
Wool 3 3.13
Silk 12 125
Jute 77 80.21
others 3 3.13
Trend in Raw Supply

increased | 16 | 16.67
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Table 1: Contd.,
decreased 3 3.13
stagnant 77 80.21
Future Expectations
very encouraging 61 63.54
encouraging 15 15.63
Static 20 20.83

Competitiveness Variables: Results of Factor Analys

The reliability analysis for scale was carried dagfore applying any other technique. The reliabilf
guestionnaire turned out to be as high as 0.7%@srsin the given table 2. The scale of the stutys that the data is

reliable enough to apply required techniques ardtaav reliable and unbiased conclusions.

Table 2: Reliability Test

Average inter item covariance 0.1411199
Number of items in the scale 18
Scale reliability coefficient 0.7551

In order to find whether the data is suitable toryan the factor analysis, the Kaiser-Mayer-OlkkiMO)
measure was undertaken. The results are showr igitkn table 3. The KMO for all variables appeasigghificant. The
KMO measure for the overall data in the study wasua 63 percent. This indicates that the sampdequate to carry

forward the factor analysis.

Table 3: Kaiser-Mayer-Olkin (KMO) Test

Variables KMO
Product differentiation 0.694
Organization culture 0.631
Market Information 0.637
Education and Training 0.645
Research and development 0.708
Cost disadvantage 0.751
Poor quality of raw material 0.782
Skilled Manpower 0.695
Standard of Foreign Buyers 0.762
Marketing Abroad 0.595
Volatility in Foreign demand 0.655
Sales and distribution network 0.543
Vertical integration 0.598
Preferential government policies 0.429
Export Licensing requirement 0.321
Export Quota 0.563
Connection with politicians and state officials ™4
Industry cooperation and network 0.433
Overall 0.629

This study has employed the Exploratory Factor psialto test the set objectives. The result of agibry

Factor Analysis has divided 18 variables into fauajor constructs. The four constructs were nameddality
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management and product differentiation, (2) focndhe foreign market, (3) state support, licensindg other non-tariff

restrictions and (4) networking.

Quality Management and product differentiation vidhicappens to be the first construct includes imiite
variables namely Product differentiation, OrganmaiCulture, Market Information, Education and hiag, Research and
development, Cost disadvantage, Poor quality of maaterial, Skilled Manpower and Standard of Fordiytyers. The
second construct is named Focus on Foreign Mariettirecludes four variables namely Marketing Abrodd|atility in
Foreign Demand, Sales and distribution network ®edtical integration. Among these four variableise tmarketing
abroad has retained highest value. The third coctsstate support, licensing and other non-tagiétriction includes three
variables preferential government policies, Exjugcensing requirement, and Export Quota. The farad fourth construct
networking includes two variables only namely Castiman with politicians and state officials and Irsthy cooperation

and network.

These four dimensions/constructs helped accestrthg' attempt to help facilitate its trade and exgs. Factors
namely product differentiation, market informatianarketing abroad and education and training hagkelkt loading
factors which are above 0.65. The Quality manageimesh product differentiation have nine variabléshuhe Eigenvalue
of 4.08. This construct explains 40% of the exmmmnpetitiveness. The focus on the foreign market foar variables
with Eigenvalue 2.17. This construct explains 21Pthe export competitiveness. The state supparenbing and other
non-tariff restrictions contain three variableshwigEigenvalue of 1.4. This dimension explains thpogkcompetitiveness
to 14%.The networking construct has two variabléh Wigenvalue 1.1 and explains 11% of the exporhpetitiveness.

These constructs together explained 87% of theréxponpetitiveness of the carpet industry of India.

Table 4: Competitiveness Constructs

Quality State Support,
ARl Rl F_ocus on Licensing, aF;I% other Networking
gnd Pro_dgct SO b Non-Tariff Restrictions

Differentiation
Product differentiation 0.718
Organization culture 0.489
Market Information 0.734
Education and Training 0.660
Research and development 0.625
Cost disadvantage 0.612
Poor quality of raw material 0.626
Skilled Manpower 0.654
Standard of Foreign Buyers 0.546
Marketing Abroad 0.717
Volatility in Foreign demand 0.529
Sales and distribution network 0.529
Vertical integration 0.549
Preferential government policies 0.525
Export Licensing requirement 0.559
Export Quota 0.457
Connection with politicians
and state ofﬁcialsp 0.542
Industry cooperation and network 0.461
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Table 4: Contd.,
Variance explained 0.402 0.214 0.144 0.111
Percent of total variance explaingd 0.402 0.616 6D.7 0.872
Initial eigenvalues 4.083 2.175 1.464 1.131
Cronbach's: 0.831 0.694 0.286 0.308

In order to find out the internal consistency, Grach’s alpha has been used. The value Cronbagdtia &br four
constructed dimensions namely (1) Quality managéred product differentiation, (2) focus on theeign market, (3)
state support, licensing and other non-tariff feitms and (4) networking are 0.831, 0.694, 0.286 0.308 respectively.
The test result shows internal consistency of thevey. This internal consistency allows us to caory with the
Exploratory Factor Analysis which would help in @ehining the factors which are causing obstruciiorihe firm’s

exports and trade of carpets. In other words, theisto find out the reasons which are reducirg ¢cbmpetitiveness of
the Industry.

Exploratory Factor Analysis helps in reducing tleadby the formation of the construct in groupsthia study, 0.40 has
been set as the floor to include in the matterarhpetitiveness. Eigenvalues which are more than(asegiven in the
figure) was selected for the formation of the camgtof competitiveness.

Scree plot of eigenvalues after factor

Eigenvalues

0 5 10 15 20
Mumber

Figure 1: Scree Plot of Eigen Values

Table 5 lists the mean of each item and generatedticts resulted by the factor analysis. The tcooisof
networking has the highest average score of 4.5®I€T5) due to higher scores obtained by bothdinection with
politicians and state officials and (ii) industrgaperation and network. The construct of the foeosforeign market
follows with the average score of 3.62 largely tluenarketing abroad, vertical integration, and sadiltribution network.
State support in the form of export licensing reguient and preferential government policies are highly ranked by

the respondents with the average score of 3.68&drespectively.

The construct of quality management and produdémihtiation is last in the ranks (2.41) despite fidct that it
includes the highest rated competitiveness itepraduction.
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Table 5: Means of Competitiveness Constructs anddms

Mean Standard Deviation
Quality management and Product differentiation 241 0.99
Product differentiation 3.41 1.21
Organization culture 1.72 0.98
Market Information 3.08 1.28
Education and Training 3.04 1.08
Research and development 1.54 0.66
Cost disadvantage 1.72 0.75
Poor quality of raw material 3.09 1.41
Skilled Manpower 2.54 0.91
Standard of Foreign Buyers 1.57 0.63
Focus on Foreign Market 3.62 1.05
Marketing Abroad 3.97 1.11
Volatility in Foreign demand 3.13 1.11
Sales and distribution network 3.60 1.09
Vertical integration 3.78 0.90
State support, Licensing, and other non-tariff regttions 3.20 0.89
Preferential government policies 3.55 1.06
Export Licensing requirement 3.64 0.80
Export Quota 241 0.80
Networking 4.56 0.71
Connection with politicians and state officials 8.4 0.88
Industry cooperation and network 4.65 0.54

DISCUSSION AND CONCLUSIONS

The carpet industry of India is an export-orienigdlistry and competitiveness matters to the ingiustst. This
handmade industry exports majority of its prodising mostly saturated in two small adjacent distrbf eastern Uttar
Pradesh namely Bhadohi and Mirzapur, it faces problon many fronts. The entire industry relies xpoets and they
have to face high competition in the global marléte carpet industry of India is facing severalleoecks. The efficient
and low cost of production is a must for the indygistsurvival. For survival and growth of carpetiustry in a highly
competitive globalizedmarket, some measures shbeldindertaken. This study explored some of thergh@tants of
competitiveness in the Indian carpet industry. VBedupast literature to form a questionnaire addoe$s exporters of
carpet firms across Bhadohi and Mirzapur. The goestincluded in the survey reflect 18 competitiwes items identified

at survey design stage.

Based on 96 responses, the study applied explgndamtor analysis (EFA) to identify constructs of
competitiveness by grouping competitiveness iteftee EFA grouped these items into four constructsse on the
definition of items, we identify these constructs (@) Quality management and product differentigti(?2) focus on
theforeign market, (3) state support, licensing ather non-tariff restrictions and (4) networkiMye find that according
to carpet exporters (respondents), the competitiserof carpet firm is heavily determined by themoeking with the

politicians and government officials as well astgtgies to focus on foreign markets.

Quality management and product differentiation soanpulsion for the carpet industry in order to mtain its

competitiveness in the global market. For thisll sldvelopment and training programs should be wa#ten by the firms
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as well as at the government level. Training oblaim the carpet-making process is a must. Techkizawledge in the
workers needs to be developed. The carpet indbsing handmade industry, skill is a prerequisiteit®working. Thus,
training programs for laborers at different levelech as weaving, technical training, etc. shouldnitéated and some
specialized institutes like National Institute ofdvb, Small and Medium Enterprises (NI-MSME) to gikegular training
to laborers should be established. There is argiegl for establishing a raw material bank for campaustry so that raw
material at reasonable rates and on time can lzénelbtt Free flow of market information should bedm#hrough different
channels of media and governmental bodies. Innmwati products and style will claim greater marketis means the
cost of production has to be brought down with@gucing the quality of the product so that comjmetiin the global

market from other countries as well as from othdassitutes can be dealt with properly.

The entrepreneurs in SSls such as carpet expdamesmany infrastructural handicaps. The advocday cost
effective transportation system as well as the eemlytimely availability of information is needesluggestion of more
effective interaction with the government bodiesvadl as the installation of technological advaneemis required.
Energy sources should be freely available to thembétter working (Kumar, 2010). Advocacy of thes g promotional
activities such as accesses to institutional creditiow rates rather than providing tax exempti@mddfits will help

increasing the competitiveness of the industry (Bagt al, 2006)

Competitiveness is greatly affected by the focughentype of market. Hurdles such as fluctuatinghaleds, marketing
abroad, etc. should be better dealt so that thetert don’t reduce the competitiveness of theatarglustry. The better
marketing can be done only by increasing the priddtic and efficiency of the industry. The negligenon the part of
government has created several bottlenecks foexperters. The government should help this industsythe exporters
are not only self-employed but are also creatingg jfor thousands. Proper social and business nitvgoshould be
developed. Networking helps in reducing demand skamd an increase of competitiveness. Cooperatiorbath

government and exporters can help maintenancenanginent of competitiveness of exporting carpetgir
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