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The garments industry of the country plays a very important

role in the economy of the country. There are presently 752

units of garment manufacturing in the country. A major

portion of national income eomes from garments industry. In

1988-89 percentage of total expoet earnings is about 37%

from garments sector alone. Hut. the export. performance of

the country in the industrialized Western countri.es iS~
negligihle in the context of their total imports. Present.ly

readymade garment manufacturing units of the country import

the required fabrics against bock-to-bock L/C. The quality

fabrics and other accessories as per specifications are

provided by the foreign, buyers. Therefore, about 75% of the

total L/C values are used for import of fabrics and other

necessories. This menns that the country enn increase i tg

level of export earnings from readymade garments almost. 3

Urnes tbe current level if the required fobl'ics and other

accessories could be manufactured locally.

In the present work, effort has been given La assess t.he

feasibility of installing composite textile units. Thus the

objectives of the works were as follows:



L To deter'mine how many composite textile industries are
required upto 1995 to tulfill the requirement of the
export quality fabrids to feed the rendymade garments os
import substitute.

ii. To study the stntus of tbe textile sector of the
country.

.1 ii. To make a possible feasibility study (techno-economic)
composite textile manufacturing unit.

To determine the number of composite textile units required

to manufacture and meet up the demand of ready made garments

upto 1995. At first the estimated nmount of fahrics used by

the garments industries were calculated.

"'To study iextile sectors, capacities of spinrling and weaving

for domestic demand have been determined on the other hand

estimated supply gap for textile spinning nnd the need for

development for additional spindles by 1992-199~J has been

shown. Annual requirement of yarn has als~ heen calculated.

To calculate annual requirment of yarn following aspects

~ were considered:

a. Total

total
requirement oj' fabrics hR~ heen eRtimated hosed on
projected population and eleven' metres per capita

consumption of fabrics was assumed.

b. Population projected 12.3% per annum.



c. Requirement of yorn has heen estimated assuming 9 m/kg.

d. 100 kg. = 1 spindle (required) assumed.

Techno-economic feasibility study of a standard composite

textile of 25000 spindles are shown .



Chapter I

I N T ROn U C T

Bnngladesh is 8 llew cntrnnt (entered the market only ~) few years

ago) in the world market as a garmeat exporter. A l'report . in

this regard has indicated thot the country hos been able to make

.lignificant progress both in terms of increasing the number of

garment. manufacturing uni ts and vol ume of export earninl(s. Some

basic statistics nre given in Table 1.1 below:

Table 1.1
Basic Statistics of the Garments Industries

------._---------~------------ ------- ----------- ----------------------- ------------

Items
Yea r

1980-81 1988-89
HGmnrks

~==~==============~===========================================================
No. of Production units 7a

Production capacity
(million dozens)

No. of employees
(in '000')

~:xport earnings
(million dollars)

% of total export
corni np:s

3

0.46

752b 0 Im7 figure

51 h 650 units
. in operation

300c c 90% are women
employees

465d d Export earnings rise
of ahout. 155 t.imes.

37

. __ .....__ .__ . ------------ ---- ------- -- ----------------------------- --------- -- ---------

There has heen ahundant supply of cheaper labour and readily

available technicnl know-how in this sector of manufacture.

1

(



I. 1 EXf'ort Market of Bnngladesh Gnrments

Export data suggest that the USA is the largest importer

of Bangladesh garments. Earnings from exports of garments to

the liSA was worth $257 million in 1988-89 which contributed

to about 56% of the total earnings from garments export. The

major market of Bnngladesh garments nre the industrial i7.cd

Western countries (mainly the liSA, Canada and the ERC). The

break-down of the export earnings countrywise is given in

Table 1.2 and itemwise export break-down of garments to

various countries is shown in Table 1.3.

Table 1.2
Countrywise Export of Garments from Bangladesh

Taka in 'DOD'
-------------------------------------------------------------------------

I 987 - 8 8 198 8 - 8 9
Name of the country ----------------------------------------------- _

Value of exports Value of exports
-------------------------------------------------------------------------

liSA 8,469,034 63.10 8,331,153 55.75
Canadn 477,121 :1.55 322,911 2.11
EEC 3,707,738 27.61 5,022,476 33.61
Others 767,369 5.74 1,266,283 8.4B

-------------------------------------------------------------------------
Total l:J,421,262

2

100.00 14,942,823 100.00



Table-l.:J

Item/Categorywise total Export of Garments
from Banglade~h during 1988

--------------------------------------------_ ..------------------------------------------------------------
o u a t a

Descrif1tion of iteID .-----------------------
USA Canada

lion-Quota EEC Others lntal

------------------------------------. -------------------------------------------------_.------

CVC

fe

- eve

- evs

11,60,680

12,35,960

6,91,862

')5.400

89, 1(.7

27,98,094 5.00.000

1,82,6.15 1,40,0(10

1,25,000

47.58.m (311)

6,77.246 (2l)

16,47,742 (Ilt)

8,16,862 lSI}

1.25,751 19,03.~81

- evc

CVS

Jacket HR/WG

Swea fer

tnit shirt/f>1ouse

Skirts evc/evs

Othprs

11,12,364

6,74,160

1,91.012

1,92,920

14,57,500

6,31,230

79.156

54,927

15,652 1.95,521

29,147

2,51,7

'j,4.1t,

1,51, (,(,f:

95,000

45.000

50,000

75,000

14,97.693 (101)

6,74.160 (51 )

3,20,386 (2%)

1.92,920 ( II)

15,10,067 (1 (II)

2,'14,326 ( 21 )

2R,eO,045 1191 )

-----------------------------------------------------------------------------------------------------------------
Tota! 7B,57,568 4.4~,409 19,19,133 37,54,1% 12,94,915

:::::::: :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: -::::::::::'

Not.e: Ot.her ~e8n$ : .Romper, Dresslng brown, Sleep weor, Blklni, Terry Towel. Hini-suil,
Jursey" Bat.h rohes, Underwear, glo,es and ,it.t.en, et.c.

Flgures ln Perrrnt.heses lndlcat.e percent.age of t.ot.a1eIPort..

Source: [PI iEJPort. Promot.ion lurear, Complled hy lSI).

Note : CVC :
CVS
TC :

Chelp ,alued cottDn
Cheap valued synthetic
let.ron I Cotton



In this regard the USSR, Japan and the Middle Eastern

countri,CR were also the major importers of readymade
larments in the world market. But export of garments by

Bangladesh to such countries is found to be quite negligible

at the present time.

It may be possible for Bangladesh to increase its exports to

such countries if co-ordinated efforts are made by thd

government in collaboration with the existing and potential

garment manufacturers/exporters.

The export performance of Bangladesh in those industrialized

western countries is negligible in the context of their

total imports. The export scenario is given below:

1. Bangladesh exports only 36 categories (16 quota
and 20 non-quota) of garments to the USA out of a
total of 84 categories imported by that country.
Again, of th(-: 36 items, exports in 18 catcRories

are very negligible.

ii. EEG countries. import R total of 78 categories
of which Bangladesh exports only 20 categories.
It is seen that the country fails even to fullfill
the exports of the quota categories fixed by the
USA and Ganada.

4



The above observations indicate t~at-the country can easily
increase its perrOr"mallCe In terms of tile expor'ts in th0
v"()l~l(l .lOur-ke t ~ jn'clud:ing the wc:.:-;t;crn count.ries, if

appropriate meaS1Jres are undertakell. \~ith this view the

present work is directed 1:o~chicve the objectives as Kiven
in the fo,Llowing section.

Objectivcs of the thcsis orc -

i. To detcrmine how many composite textile industries
are required upto 1995 to fulfi 11 the requiremen t
of the export quality fobrics to feed the readymade
garments as iJnport substitute .

, 1. i.

i.ii.

.....-,c<l
To study the status of th-~'-textile sector of the
country.

To make a possible feasibility study (techno-
cconolnic) c~lnposi.te textile manufacturing unit.

To assess the need of fubrics in the country upto .lBU5 for

reodymade garl"ents export.

5

•



1.:3 METllODOI,OGY

'ro dc'tcrlnine the nUlober of cOlnposite textile units required
to rnaI1Ufa(~ture and meet up the d(~mand of ready made garments
upto 1995. At first the estimated amount of fabrics used by

the Rarments indl1stries were calcula'ted.

To study textj.le sectors, capacities 01" spinning and weavinn
for domestic demand have been determined on the other hand

est.imatl~d supply gap for textile spinning and the need for

d",veJ.opment for additional spindJ.es by 1992-199:3 has been

shown. Annual requirement of yarn has also been ealCtl1ated.
To calculate annual requirment of yarn following aspects

were considered:

a. Total requiremen_t of fabrics has been estimated hased on
--total projected population and elevetT~metres per capi ta

conSlllnption of fabrics was assulned.

b. Population prnjected@2.3% per annum.

c. Requirement of yarn has heen estimated assuming 9 m/kg.

d. lOO kg. L spindle (required) assumed.

Techno-economic feasibility study of a standard composite

textile of 25000 spindles are shown.

5a



TIV1POHT 0"[" FA_BHTCS TN BANGLADESH

The readymade garment manufacturing units of the countJY

presently import the requj.red fabrics and ottlet" accessories
(but.t()n, plastic clip,- r{ipper, labels, 8ticker.,-sholl.r(rf~1~ pad

etc.) against baci<-to-baci< Letter of Credit (L/C). The quality

fabric.s and other acce~;;sories as per specifications provided by

the foeeign buyees at'e not available 1n the countey. Therefore,

about 75% of the total Lie values aee used for import of fabeics

and other accessories. This means that the country can increase

its level of expoet earnings feom readymade gaements almost 3

times [EPBJ the current level if the required fabrics anel other

accessories could be made available from local sources,

With a view to assess the actual requirement of fabt'ics of

the country's readym<1de g-arments units, a ~:;urve.y hns been

uncicetai<en by Banfflad,,,,h Shilpa Bank (BSB) [ of the l:J3

ma,jar gllrment inanllfucturing un:its currently in operatiol). A
breakdo\'/n of type of fabrics wi th construction as used by

the industry during 1985 to 1988 is shown in .Table 2.1 and

2.2.

f')



Table" 2. 1

Import of Fabrics by the Roadymade Garments
Units Survoyed by USB

Type of fabrics with
Construction 1~85--S5 198fj--87 lU87--fHi
"---------------------._---------_._----------------------------

a.
7 x 7

:30 x 55

2l x 21

50 x fjO
2.72(2:3) 6.00(3:3) 9. 4,:3 ( :3.[ )

1.50(12.7) 2.43(12)

b.

c.

of.

22 x 22

64 x 54
4~ x 42

Others

40 x 40

80 x SO
65 x 05
150 x 150

1.77(15)

5.78(49)

1.17(5.8) 2.57(8.5)

:3.6'7(l2.l)

9.'78(50) 14.56(4H.l)

--_._---------------------------------------------.--------
Total
% of Grand

/~<
'" "'-'total

11. 7'7

( 43~;) (44%)
30.2:J

a.
7 x '7

:30 x 55

21 x 21
00 x 00

2.:lH(lil) 2.2l3(0) 3.:G2([:L5)

b.
22 x 22

04 x 64

40 x 40

80 x 80
0.32(2.5) 2.1:3([0) 2.3J(~J.'7)

42 x 42 fj5 x 55
c. ------- - ------- 9.12('70) t5.38(70) t6.11(68)

8:3 x 83 I50 x 150

d. Others 1.27(9.5) 2.27(lO) 2.14(9)

--------------------------------------------------------
Total 1:3.09 22.06 23.78---------------_._--------------------_._-----------------
% of Grand total

7



Table 2.1 (Contd.)
Import of Fabrics by the Readymade Garments

Units Surveyed by BSB

"

Type of fabricA with
Construction 1985.-86 1986-87 19B7-88------------_._----------------------------------------------

100~synthetic

a.

b.

7 x 7 21 x 21
------- -------
30 x 55 60 x 60
22 x 22 40 x 40
--~---- - -------
64 x 64 80 x 80

0.44

0.11

0.65

0.46

1. 19

0.93

42 x 42
C.

83 x 83
65 x 65

150 x 150
l. 08 0,99 0.95

d. Ot.hers 0.57 1. 19 1.83

---------_. __ ._-----_._-----------------------------------
Total 2.20 3.29 4.90--------------------------------------------------------
% of Grant t.otal
Grand Total

% increase

Note:

(8%)
27.06

(7%)
45.33
68%

(8%)
58.91

30%

7 x 7 Warp' yarncoufl t x weft yarn count:
------- = --------------------------------------------
30 x 55 Wurp (enels) per inch x waft (pick) per in.

WEFT

WARP

8



T<Jb:te - ;~.2

Import of Fabrics by the Ready Made Garments
Units Surveyed by Bangladesh Shilpa Bank

Type of fabrics with
Const.ruction

Figure in Million Metre
1985-80 1986-87 L987-88------------------------------------~-----------------------

;} .
7 x 7

:50 x 55

100% Cotton
Blended

21 x 21
60 x 60

2.72
2.38

6.60
2.28

9.43

3.22
lOO?6 synthetic 0.44 0.65 1. 19

---------------------------------------------------------
Total 5.54(20) 9.53(21) 13.84(23)*----------------------------------------------------------

22 x 22 40 x 40,
b. ------- - -------

04 ;{ 64 80 x 80

100?~ cotton
,Blended
'10016 synthetic

1. 77

0.32--

0.11

1. 17

2.13
0.46

2.57
2. :3l

O. !J:3

--------------------------------------------------------

c.

Total

42 x 42

83 x 83
65 x 65

L50 x ,U)O

2.20(8) ~L76(8) 5.81(9)

lOO% Cotton
BLended
100~6 synthetics

1. 50

9.12
1. 08

15. :38

o . ~19

:3. ()7

L6.lJ.

0.95
---~----------------------------------------------------Total

9

11.70(43) 18.80(42) 20.73(35)

t



Table - 2.2 (Contd.)
Import of Fabrics by the Ready Made Garments

Units Surveyed by Bangladesh Shilpa Bank

Type of fabrics with
Construction 1985--86 l~Jl36-8'7 19B'7-- 88-------------------------_._---------------------------------

d. Others
100~. Cotton
Blended
lOO~. synthetics

5.7B
l. 27
O.S7

9.78
2.27
1. 19

14.56
2.14
1. 8~j

----------------------------------------------------------
Total 7.62(28) 13.24(29) 18.53(31)--------------------------------------------------------
Grand Ttoal
Increases

27.06 45.33 58.91
:30%

Total Cotton
Total Blended
Total synthetic

11.77(43) 19.98(44)
13.09(8) 22.06(49)
2.20(8) 3.29(7)

30.23(5!)
23.78(40)
4.90(8)

---------------------_._---------------------------------
.1'Figures in parentheses indicates ~~-of grand total

-'.-

10



Out of these units, dato on 73 units could be collected and

processed. A total production capacity of these 73 units is

9.07 million dozens and this capacity constitutes about 18%

of. the count,.y's total potential capacity. Findings o'f the
survey are given below:

i) All the units meet their total requirements of
fabrics and other accessories from import against
back.-to-back L/C. Import of fabrics and export of
garments by these units in years 1985-86 and
1987-88 are shown below:

Import of fabrics
(million-metres)

Export of garments
(million dozens)

27.06.

1. 71

l~fL~.::'81

58.91

ii. Requirement of fabrics per dozen of garments was
found to be 18.23 meters on average.

iii. Found that almost one hundred percent of cotton
fabrics are impol"ted and this COIlstitutes the
major part of the total import of fabrics by these
11ni~s. The volume of impot't of cotton fabrics is
also found to be in(:reusjn~. The ilnrJ(Jrl. oj' cott()n
fabrics % wise of total imports during the last
three year periods are shown below:

Year
% Import of fabrics out of Total

-------------------------------------
Cotton

=======================~===========================
1985-86

1986.-B7

1987-88

11

43

44

51

48

49

40



iv. The import of blended fabrics, particularly TC
(Tery-Cotton like 65%-35%) fabrics, constituted the
next major category of fabrics after cotton. The
percentwise import of this type of fabrics of total
import is also shown nbove.

v. Import of pure synthetic fabrics ranged between 3%
to 4% only.

vi. Use of fabrics of comparatively conrser
counts/deniers (particularly, 100% cotton of 20's)
has been increasing. The import of courser count
100% cotton fabrics increased from 2.72 mi.11 ion
metres in 1985-86 to 9.43 million metres in
wi th corresponding percent increase being
23%.

19B7-B8
20% and

vii. Medium counts/denier yurns made fabrics is found to
have remained constant at about 8% during the period
19B5-86 and 1987-88. Out the use of 100% cotton of

in the usc of
use of cotton
slightly while
singi.ficantly

these medium counts fabrics showed an
trend. The overall use of fine fubr'ics
be decreasing from 43% to 35% over.

period. ,[,hfsis due to a dramatic fall
synthetic fabrics. The comparative
fabrics was found to have increased
that of blended fabrics increased
during the study period.

increasing
is found to

the survey

viii. Use of other category such as specialised type of
fabrics is found to cansti tute n major item of use

of 28% in 1985-86 and 31% in 1987-88. From the
survey. tll{~ present position of ilnports of different
types of fabrics by the 73 units are shown in Tables
2.1 and 2.2 and also the position of garment exports
during the period 1988-89 is shown in Table 2.3.

12



}!'roJn the nbove analysis the country's import position in

terms of fabrics of various types has been depicted. Should

the country go for fabric manufacturing, it would he

a~propriate to study how the fabric manufacturing industry

is currently equipped with basic infrastructure and

required facilities.

Table 2.3

Country/Categorywise Export of Readymade Garments
by 73 Units Surveyed by BSB During Year 1988

Descriotion of ite, USE Canada EEC Other countrie,' rot a I Percentage
-. - - - _:::::::: :":":: :::::::::::: ~::::::::::::::::::: ::::::::::::::::::::: :::::::: _:::: :::: ::::::::::::::::::::::::::::: :::: :.:::.:::::::::::::::::::::::::::::::::

~hir.t,-ttL

CVC 3,D9,44~ B,500 4,39,636 1,269 7.~f:,B$0(~9%) 24%rc 4.83,756 6,997 4, j 71 14,977 5,09,901(39%) 16%
CVS 22, (jt,8 22,6(,8(21) 1t

------------------ --------
Sup-total 12,91,419 41%

~hLr.tU~~

CVC 2,76,1% 5,000 89,639 3,70.83$((,n) j 2:-
CVS 1,05,723 1,05,723II'H) . 3t
TC 69,7(,4 4,000 73,764(J4l) 21

------------------- -------
Sub-total : 5,50,322 171

CI'C
CVS

Jacket HB/WG

Swealer

3,1[:,198
85,0$2

7,800

19,915

14,230
11,700

13

9,336
1 ,535

24,232

3,60,959(791)
~':),287(211)

Sub-total 4,59,216

19,91$

11%
31

III

II
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Ferc2ntage of totdl
exports

Source : BSB

22% il.~' i oa.~'

. L . L H.f'c<.I!1i r:-"mc,,!':L 0 l' Fab I' i cs uP.t0 ;th~
Year 1.995

It is assumed that the composition of the fabrics as

imported by the country's garment industry as a whole, would

be m0 reo r. 1eo? :: ~ sam eo. ... 9 f the 7 3 un its- un d e r sur v e y . A

percentagewise distribution of different types of imported

fabrics are already listed in Table L.l and 2.2.

From the data collected from the Export Promotion Bureau

(1lI'B) it wns found that the country exported 15.;'7 mil.lion

dozens of garments to different countries In the

1988-89 (Table 1.3).
year

Thus, estimated amount of fabric used by the industry was

found to be 278.372 million metres calculated as follows:
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Estimated amo'lnt used = 15.27 x 18.23 million metres

Where, Average per dozen requirement of fabrics

= 18.2:i metres.

Similary estimated quantities of val'ious types of fabrics

used were calculated from the data as !(iven in Table 2.1.

These are given below for the year 1988.

Percentage
Quantity

(million metres)Types of fabrics
============================================================

Cotton 141 51
Blended 114 41

Synthetic 24 8

---------------------------------------------------------------
Total 278 100
Woolen 1.7 million Ibs.

2.3 I.£.!:.£c""ting-..Qf.requirement of fnbric~
.!!~ __y e n r-lJlJ.-l5

From the survey (as discussed earlier) it apl'ears thot both

the export of garments and import of fabrics b~ the 73 units

increased by about 86% over the period f~om year 1985-86 to

1987-1988 with about 43% per annum. This indicates that

there exists substantial scope for the country to push its

exports if sufficierit amount of quality fabrics are produced

locally from modern composite textiles. From conservative

15



estimation it may b0 assumed that Bangladesh would he ab.le

to increase its expot'ts at le"s t tU? per year by 19!.J5. Thus

the following picture of requirement of fabries would appear

in Table 2.4.

Table - 2.4
Requirement of Fabrics upto 1995 for export mark~t

--------------------------------------------------------------
Type of Fabrics TotalYear -----------------------------------------------------

Cotton Blended Synthetic Woven Woolen
(m.lbs.)==~=========~================================~===============

1988 141 114 2:3 27[1 1. 70

1989 155 125 25 :30.5 1. 88

I!J90 171 1:38 28 :3:37 2.U7

1991 188 152 :31 :l71 2.28

1992 200 167 :34 404 2.50

1993 220 184 ~ 37 444 2.75

1994 242 202 41 'W8 3.00

1995 266 222 45 5:36.;] 30:30

2.4 1'i.tl,-<iY__ '!Jo

_ FaJ)Ticc.fuE!_llfa"tur.ing~ciL.Lti"_"_
in t.he CQu!!.Lr:y:

At present (as of 30th June, 1989) there are 971 textile

units in the country both in the public and private scctors.

These units have a toted of 27, :385 .l.ooms and I:JO .knitting

machines. The total attainable production capacity of these

.1.6



units has been estimated at about 470 million meters of

fabrics per anaum. Out of these 971 textile units, eight

units with a production capacity of about 36 million metres

of fabrics are capable of producing fabrics of export/import,
substitute quality. The existiag mills are reported to meet

about 2.5% to 3% of the current requirement of the garments

industry.

There are some textile finishing units which can process

export quality fabrics by i.mporting gray fabri.cs. But none

of these units have computerized system of quality control 0
to ensure proper colour shading.

,--------

The problem in producing export quality fabrics is the

shortage of quality cotton and blended yarns. Most of the

spinning mills are of 1950s model whose machinery are not.

suitable to produce continuous smooth yarns required for

production of export qUR]j.ty fabrics.

The problem of manufacture 'of required quality of yar'a is

c~pected to be redllced singificnntly with the comlnissioning
of some spinning mills which would be installed shortly. It

would further be reduced through the current modernization

process undertaken with the existing units under the second

textile BMR programme.

1.7



It may, therefore, be concluded that there exists great

opportunities for potential increase of the country's

earnings from readymade garments export. This could he

achieved in two ways:

i. Concentrating oa horizontal growth, spreading over other

items through diversification, this diversification

could be made both in categories and various product-

mix. Additionally a constant search and exploration

should be maintained for new export markets possibly in

the USSR, Japan and Middle-Eastern countries.

ii. Substituting imports of fabrics and other accessories

through back-to-back L/C.

The normal export delivery period of 120 duys limit is set

by importers of the country's garments. Thus to enable the

garment. manufacturers t.o adhere to the 120 da.ys target for

export orders the probable and highly successful integrated

textile mills could be suggested to set up in the country.

2.5 Requirement of Composite Units

As per estimates the requirement of fabrics upto the year

1995 there would be required a dramatic development brenk

through of composite textile industries in the count.ry. From

the knowledge of textile technology the required hardware

interms of various mills are given in the Tahle 2.5 given

below:
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TobIe 2.5
Required Textile Hardwares (mills)

in Various Torget Years

1988 1992 1995=====~===========================================================
a.

b •

c.
d.

Spinning (million kg. ) 30 44 58 ./

i. No. of spindles (million) 0.38 0.57 0.73
Weaving (million metres) 271 397 536
i. No. Rapier type 1581 2302 3048

11. No. Airjet type 378 550 729
Flnishing (million metres) 271 397 536
Total no. of units required 15 22 29
(Based on 25000 spindles each)

Gnreful consideration needs to be given to tIle product-mix

['equir"ement of the garment unit to ensure quality output.

The ~8rmen1. \lnits Are observed to be irnportin~ a lar~e

quant ity of knl tted fabrics and yarn dyed fabl"ics. The

proposed integrated textile mi lIs would be capable to

produce such fabrics in terms of quality and quantity as

they are equipped with the required facilities.

CALCULATION OF NO.
Capncity of spinning
80 kgs/spindle

OF COMPOSITE TEXTILE UNITS

[From Textile technology knowled~e]

80 kg require 1. spindle

30 million kg. require = 0.38 mill spindle

Now, if one unit is based on 25000 spindle

No. of unit r~quire

Weaving:

0.:18 x 10,00,000
=

25,000

= 15 units.

Capacity of Rapier and Airjet loom

1000 - 1500 yards/IH' .

19



C11o.pter

STUDY 0]'" THE :P:U:ESENT
TEXTILE SECTOR IN

III

STATUS OJo~ T1IE
BANGI,ADESH

The textile industry has been historically occupied a predominant

and crucial position of a country in order to reach the take-off

sta/{e in development. The newly industrialized countries (NICS)

of the South East Asia and the Far East have also used the

textile sector as the cuttin/{ ed/{e of development. But

improvements in living standards and sabsequent diversification

into other sectors have resulted in the NICS I,lso reducin/{ their

thrust in the textile sector. Bangladesh, with its real and much

publicised source of labour force hilS now made si/{nificant

strides in the development of the textile se6tor. The other

economies have now moved into other non textile sectors (since

t.heir' labour' costs have gone up). Therefore, Bnngladesh with its

gurments manufactllring industry has moved into fill the /{ap

existing in the World market.

Bangladesh has a long histor'y in the fields of wenvinp; and

spinning. At the time of partition of India in 1947, the then

East Pakistan, now Bangladesh had 110 thousand spindles, 2700

automatic power looms and ahout 100 thous.ond hnndlooms. Dur.tng

the Pakistan period (1947-71), Banp;ludesh wus used os a market of

the vast developing textile industry in Pakistan and no attempt,

os such, was made to develop the textile ind'lstry of Ban/{ladesh.

The position of t~xtile industries at the time of independence is

given in Appendix-I.
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After IB71, development of textile industry again, suffered a

further' set-back by the nati.onalization policy of the post

liberation government. The situat.ion, 'however, changed by the

second half of 70's and a large number of textile projects have

been set-UTI with institutional finance and other incentive~

provided by the government. The country has now as many as 69

spinning mills with 1.43 million spindles and 1,800 rotors having

a total annual production capacity of 106.94 million kg of yarn.

Besides, there fire 19 spinninp;- mil Is (including one continuous

filament yarn manufacturing plant) with 0.30 million spindles and

1,800 rot.ors having a product.ion capacity of 21. 21 mit'lion kg.

pe,- annum, which are at different stages of de~elopment. The

t.otal potential spinning capacity in t.he country thus, comes to

1.73 million spindles and 3600 rotors having a production

capacity of 128.15 million kg. per annum. As regards country's

weaving ,capacity, there are now 971 weaving mills with 27,385

power looms and 130 knit.ting machines having a t.otal product.ion

capaci.ty of manufacturing 469.58 million metres of fahrics per

annum. There nre also 250 t.ext.ile finishing units (71 mechanised

and 170 semi-'mechanised) with a capacity of processing 622 (505 +

117) million metres of fabrics and 0.14 million kg. of yarn per

annum.

Detailed position of t.extile industries in Bangladesh are given

in appendices I, II, III, IV and V.
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3.1 Domestic Demond of ,obrics:

The Third Five Year Plan envisages to raise the per capita

availability of cloth to 11 meter by the end of the plan

period i.e. 1989-.90 and increase domestic production to

1,215 mi Ilion metres of this, 62 percent is target ted for

production ,n the hHndioom sector. To produce the rest 38%

(462 million metres), targets f.or increasing the number of

powerlooHis to 25000 numbers nnd the number of spindles to

1.83 million with an annual production capacity of 95

million kg. by 1989-90 were set in the plan.

Based on the above, the supply gaps of spinning and weaving

have been worked out HS follows:

------_.------------------------------------------ ._-------------------------------------
Requirement las sel by
the Planning Com.ission)

Polen tiel cBPaci ly
(Installed + Under

develoP,ent)
Supply gap

~- - - .- - - - - - - - - - - - - - - - - - - - - - - - .- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - .. - - - - - - - - - - - - - - - - - -
Spindle/
loo.s

Production
capacity

(kg/metres)

Splndlel
100'$

Production
capacity

(Kg/metres)

Spindlel
loom$

Production
capacity

IKg/metres)
------------------------------------------------------------------------------------------

Spinning

Weaving

1. 830

0.025

95.000

462.000

1.730

0.027

128.150

46'i.5:30

O. 100

(-)0.002

(-)33.150

(-) 7.S:30

-------------_ .. _------------------------------------------------------------_._----------
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It may nppear from the above table that there is at present

sufficient capacity both in spinhing and weaving so far as

domestic demand is concerned. But for overall development

plan and programme in this sector and any rational decision

being taken regarding increasing the existing capacity

following aspects are to be considered:

1. Country's total
population in
million metres.

demand for
the country

fabrics based on
in 1989-90 comes

the
to

total
1,229

ii. Currently huge quantity of second hand clothing are
i rnp 0 r ted i nth e co u n try. Un d e r t.h e p r' e sen t soc i 0 -

economic condition of the country it is not expected
that import of such clothing would be reduced to zero in
near future. However, consequent UPOTl the Government
policy to attain self-sufficiency in textile by
providing variclus incentives to textiles manufacturers.
production capacity and availability of fabrics through
domestic production have increased substantially in the
recent years. This has resulted in a decline in the
import of second hand clothing in the country. from the
import statistics it appears that import of second hand
clothing declined from about 300 million mctres, in ,Y

1984--85 to about 116 million metres in FY 1987-88.

Assuming the same rate of dec} ine in the coming years f

import of such clothing may come down to about 50
million metres by 1992-93.
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iii . From study it has been found that about 20% of installed
spindles in the BTMC mills are kept out of operation for
regular maintenance. The percentage of spindles of the
newly set-up spinning mills, however, reportedly ranges
around 10%.

lV. The gestation period of about 2 to 3 years is taken .for
a textile spinning project to be put into operation from
its date of sanctioning. This has to he considered while
plonning In establishing new installations.

Taking all these factors into account, the estimated supply

gap for' texti Ie spinning and the need for' development for

additional spindles by 1992-1993 are given in Table 3.1.

Detailed calculations are given in Table 3.2, 3.3 and 3.4.

Table 3.1

Estimated potential gap between supply and requirement
of spinninR in various years

-----------------------------------------------------------------------------------------------

Ye at

Esti~ated requirement
of yarn

lin .illion ~.q.)

Putentia] attainable
production capacity
01 yarn (in '.Iq.)

3upply gap

Prodllction
capari Iy

Imi] lion kg)

1'0. 0 I
spindles
j n '000'

--- ---- - - - --- ----- - --- - ----- - --- --- --- - - -- - --- - - - - -- - -- -- - - - - - - - - --- - --- ----- --. - - --- -- _..:. - - -- --

1989

1990

90

')J

126.0

131 .0

120.0

120 . 0

1.0

6.0

1 0

60
1991 - 92 136.0 125. 11.0 11 0

1992 93 141.0 125. 16.0 160

-------------------_ .. _ .. _.-._--------_._------_ .. _---_ ..--------------------------------------------
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At appears from the above that the present potential

spinning capacity is just sufficient to meet the present

requirement of yarn in the country. There is I however, n

need for development of additional 160,000 spindles to meet

the country's requirement of ynrn by FY 1~J92-9:L Moreover,

it is gathered that there is good potential for export of

yarn from Bangladesh. Some of the newly set-up spinning

units are reportedly receiving export orders for their

products. Some of the units under development are nlso

designed for production of export quality yarn.

Considering all these, it may be suggested that steps should

be taken to develop at least about 160, 000 to 200, 000

spindles at the moment to meet domestic demand for yarn "by

1992-93.
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At appears from the above that the present potential

spinning capacity is just sufficient to meet the present

requiremetlt. of yarn in the country_ There is, however, n

need for development of additional 160,000 spindles to meet

the country's requirement of yarn by FY 1992-93. Moreover,

it is gathered that there is good potential for export of

yarn from Bangladesh. Some of the newly set-up spinning

units are reportedly r"ceiving export orders for their

products. Some of the units under development. are also

designed for production of export quality yarn.

Considering all these, it may be suggested that steps should

be taken to develop at least about 160,000 to 200,000

spindles at the moment to meet domestic demand for yarn by

1992-93.

25



Table 3.2
Detailed calculation

PRESENT CAPACITY FOR MANUFACTURING YARN IN THE COUNTRY

Description
No. of
units

No. of
:installed'
spindles

No. of
operating
spindles

Attainabble
production
capacit.y
(in mil.kg)

================================================================

A. Private Sector

a. Disinvest.ed
b. Newly Set-up

28
5

505,544
182,724

404,435
164,452

32.355
16.445

ii. Under development. 17*
(Sanctioned and
under snnctioned)

247,769 222,992 22.869

Sub-total

B. rEI> 1ic Sector -.-lBTMC)

50 ~J36,037 791,879 71.669

i. In operation ~6

ii. Underdevelopment 2

749,608

50,112

599,696

45,101

47.975

4.510

Sub-total :l8 799,720 644,787 52.485
============================================

GRAND TOTAL

Assumptions:

88 1,735,757 1,436,666 125.164

For cnlculot.ing nttninnble production capncit.y of yarn follow-
ing are the assumptions:

n. 80% of installed spindles have been assumed ns operating •
spindles under BTMC and disinvested units.

-':< b.. 90% oi' installed spindles have hef!Tl nSSllrned AS operatin~
under newly set-up ~Ild underdevclopnlent units.

c. Capacity per spindle in three shifts of 300 days is
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assumed 80 kgs in HTMC aad disinvcsled unils and 1110 kgs
in newly set-up units.

--------------------------------_._-------------------------------
* includes one continuous filameht (polyester) yarn manufacturing
p.lnn!. snnct.ioned hy fiSH. Product.ion cnpllc.i ty of open-end sp.innin/{
(rotors) has a.lsoheen taken into account.

TAble 3.3

ANNUAL REQUIREMENT OF YARN

Provision Ile.and Supply gap
Total for second for Require- -----------------------

Population requirement hand new men t of Potential Production No. of
lear In ,in. of labr ics fabrics fabrics yarn capac i t.y capacit.y spindles----~----~--------------------------~-----------------------------------------------------------------------

19[19-:10.

1990-9J

I')')I-n

] 992-93

112

J 14

III

]]9

1229 93

12 )4 7;

12S~. 60

13J6 50

113h

1179

1226

12M.

12h

j 31

] 4]

125

12~i

125

125

01

06

II

](,0

10.000

('0,000

110, 000

IGO,OOO

Assumption:

For annUAl requiremen~ of yarn:

a. Total requirement of fabrics has been estimated based on
total pro,jected pop\llalion And 11 mel res per capita
consurnptio~ of fabrics.
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b. Population projected @ 2.3% per annum.

c. Reql1irement of yarn has been estimated Dssuming 9 m/kg.

d.' 100 kg = 1 spindle (Required).

YEAR 1990 - 91

Population in 1990-91 = 112 + 112 x 0.023

= 114 (Hound fig.)

Tolal requirement of fabrics = 114 x 11 m/capita

1254 mi II mete,'.

Provision for 2nd hand cloth in 1990-91 = 75 mill metre

Demand for new fabrics = 1254 - 75 = 1179 mil. metre

, .

Required yarn 1179 Mil. metre
9 metre/kg.

28
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AVAT.LABLE TECHNTCAI~ KNO~I.--HOWFOR
COMPOS:I.:TE TEXTTLE :r:NUUST1'lY

4.1 Historical Technical Skills in Textil~
SectoLin the_IL'!.'!.ntr'y

Since the country has nearly half a century or recorded

experience in staple spinning in mechanised unit, there is

no shortage of qualified and experienced textile

technologists who are educated and trained with suffi.cient

practical experience in other spinning mills operating in

the country. Over the past two decades the machine

technology of spinning improved dramatically in favour of

automation and evolution of very high speed machines has

been resulted. Except the highly sophisticated automatic

equipments involving hi~;h tech electronics, the required

level of know.-how and skills are available in the textile

sector for the proposed composite textile pro,iect.

In addition t'o technical know-how required, un efficient
technical man3gement would be requi.red to accomorlate and
manage the skilled workers Dnd technicians working with high

speed modern machines. This ,",ould help to achieve a quick

and effective transfer and adaption of technology.
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4.2 Skills of Available Technical MonEower
I!!_~I~L1.!!!i.'~.i._2~_~:-<::t ~!_~~--_._--- -_._-------

The open cnd spinning is nn innovated technology. The

textile technologists, engineers Bnd skilled labours are not

nCf]u"i.anted even though the th00retical prJ."nciples of rotor

operation are known to the qualified technologists. Adequate

technical support from the supplie,' wouJd, t.hus, be needed

to er(~ct, install, commission the plant 3S \vell as provide

trainin~ to the eng-ine.ers and technicians. Rotor spinning

although in a limited scale has already been introduced in

the country. The skilled workers of the cOllnt.ry are capable

of operating these and adapting to t.he technology.

However, on the ring spinning si.de, supervising services for

erect.ion installation, commission and trial operation would

~~ available froln the supplier under the. commercial

contract.

4 .;; :>.k t U,_,,__(Ll.J'C"LL~~1e Te.£!~nt ea 'L~J)-'!J.''?-'''--''L_i n
\'Ie~vinlLJ)ecto.!:

The textj,lc technologists graduated up~:o year 1989 were not well

conversant with the technological complexities and practical

experience of high speed shuttJelessss 100m like ,jet loom (600 -

650 rpm) and Hapier 100m (250-350 rpm). Thus due to updating the

relevant course content the current graduates would be familiar

with the above hi.gh speed looms. This situfltion woi.tld put the
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country in a position at this initial time to hire techni~al

services frolll technical exper't.s in int.roducing, installing and

commissIoning the new technology. These expartriate technicians

wou.ld be provided by the suppliers of the plant and machinery.

II . 4 9 ki.1~~_ 0 f' 21".~t.;iJ'!I! 1e Te~<.'JlIl.Lc a I iii'!!))' 0Ne r~ i J!
fill ish i nlL£!.!!.'L.l2Y e i ng Sec t-.9.£

In the fields of cloth dyeing, printing and finishing, the

country's technicians and engineer are not adequately

familiar with the latest technology. Th.is sector ~vould

require development through traini.ng of qualified

personne.i~::; .

4.5 lI'!an"llS'ment,-!? ki .l.l"-.Hc'l!!i.rement :f~,=-TntegraJ,-ed
1~x tjJ e I.!'..!!us :t!'y

Integrated Complex of the type proposed would require l"rge

capi.tal and massive management effort relating to production

plunnint~, inventory control, production ~ontrol, quality

control, cost control, maintenance, marketing and

di.stributi..on :ll1d on top of everything highly efficient co-

ordirlation net wot"k to achieve harmonious and coherent
o~erational per:formance.

Large capital resources and highly efficient management and

technical personnels are difficult to obtain. Thus Nould

I' e qui I' e the in vest 0 I' S tab e h i g hi y s e 1e c t i v e. .~'0 I' the
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desired level of efficiency could be achieved, an integrated

complex of the type proposed is expected to deliver fi-nal

fabrics of high quality at _lower unit cost due primarily to

economy of scales.

The other measures to fCI~d the domestic readymade garments

industry is through -

i.

i.i.

-i i 1. "

modernising spinning sector
upgrading of the dyeing

Organising new modern weaving sector wi th high spE~ed

quality machines and cat'efully controlled working
environment (control of humidity, temperature, dust
through air conditioning etc.) of weaving shop float's.
Some of the count.ries thriving in fabrics experts like
India, Pakist.an, china and Egypt. have their own
agricult.ure base for growing cott.on staple ond t.hey have

<also invested in besY¥racti-ce looms and acquired
technology and skill. The other newly industrialised
countries of Asia, have compensated their deficiency of
natural endowment by superior human resources, as well
as thro1Jgh investment in modern machines and environment
control.

Banf(.lades~ hardly meets anyone of" the aforesaid require--

ments and as such expet't of fabrics from the country should
be viewed at present with some degree of pesimism
particularly because of highly restt'ictive and protectionist
meosures adopted by importing countries. the country is thus
better poised to succeed in t.he indirect export of fabrics
through R~JG (Ready Made Garments). This has since made its

place the world mat'ket.
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C:hu.T>"t:er V

I'1AHKET STANl.)],:NG OF TIn'!: HMG TNl.)USTHY
USTNG COMPOSTTE ,]"J,o;XT:LLE

UNTTS FAHHTCS

5. 1 Product-mi~_f(!.!:_.!1.!' __Int~f!r".t.f.cJ ~"-£Jn!'..ing
Weaving and Finishing Unit

From the Annlysis in the present work Rnd frc)m the findin~s

of BIDS sample survey, a current level of requirement of

fabrics by the readymade garment industry and emerging

pattern of fAbric requirement with restructuring and

production diversification of the industry would he known.

Current emphasis is .'(iven on eve, evs, Polyster cotton

blended and knit wear composition. Their apPArel wise

concentration on shirts, Blouses, Trousers, Jackets, Sho[,ts

are quite evident. There is a clear indication of A shift

towards higher value and finer variety products.

therefore might be chosen for eOell"Be, medium and finer

The product mix of the proposed integrated complex,

following construction.

varieties fabrics and 65:35 percent blended shirtings having
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Types of fabrics Construction
=========================================================================

1. Coarse 100% cotton (7 x 7)/(30 x 35) to
(21 x 21)---------
(60 x 60)

2. Medium 100% cotton

3. Finer 100% cotton

(22 x 22)/(64 x 64) to (40 x 40)/(80 x 80)

(42 x 42)/(83 x 83) to (65 x 65)/(150 x 150)

4. Shirtings
(65 : 35/80

(45 x 45)/(110 x 76)
20 PIC blended)

5.2 Azgregated Export Value ond Duration of Export:

The export of RMG from the country from 1980-81 through

1987-88 are available in value terms and not in terms of

quantity a type of fabrics. The data are Available from two

sources namely the

i. Hangladesh Bank

ii. Export Promotion Bureau.

The two sets of data from these two sources are quoted in

Table 5.2 and 5.3 respectively.
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Table 5.2

Aggregated Export Value of RMG from Bangladesh

Year
Value of Export

in Mil.! Taka % increase~~==========================================================
1980-81 52.D80 4:30
ID81-.82 140.140 165
1882-83 255.21.0 82
198:3-H4 774.780 204
UJ84-85 3003.850 288
UJ85-BG :3902.200 30

1986-87 9076.G98 133
19B7-88.r~< L3421.262 48 -~•...'

===========================================================
Source:

BIDS Report Vol. II, Banff.!adesh Textiles Economy and
Fiorld Market a mid evo.!viOff trade re,lJuJation.
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Table 5.:3

Export Statistics of RMG from Bangladesh
by Destination

--.-------------------------------.------------------------------------_._----------
1980-81 1981-82 1982-83 1983--84 1984-85 1985-Elfj 1986-87===~~=========================================================================

USA 3247 53409 113430 376972 208:3728 :36:38967 5977243

Canada 261 419 20486 11406 192692 :336826

EEG 2:3977 62HfH 9781!) 253174 :30691::l 3:34777 1004409

Scandinavian
countri.es 5936 44991 3:3544 451!)!) 46549 101636 :393802

All other 286 1:32 416 1760 10060 4579 23008
European
countries
All others - 6514 4558 23461 14320:l 192566 166107 175111----------------~-------------------------------------------------------------------.
TOTAL 40221 165751 2l,9089 8'10794 2756824 4438758 7910399

Source:

BW7ffiac/esh };'xport Statishcs pl1blised by Export Promotion Bureau,
Oovt. 01' Ban<~r.ladesh.
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Export value of RMG from the country by destin"tion ohtained

fr,)m EPB sources to show the direction of export is shown in

table 5.4. While their growth of export in taka are given in
Table 5.5.

Table 5.4

Export quantities of-Rea(iy-made Garments by destinatio~

----.-.---------- --- . . T 1{ . i~i]. loi. o:r! ~

S1.
No.

Name of
Country

Yea r
-------------------------------------------------_._---------

1982-8:, 19B3-B4 1984-85 1985-86 19B6-87 19H7.-88

1. France 55.57 82.48
2. UK 13.28 50.82
3. USA 109.75 452.27
4. S\-vedetl 16.81 :3:3.99

5. Italy 15.89 14.29
6. rllG 21. 84 77.29
7. Netherlands 0.79 :3.:36
8. BelgilUll L1. 26 11.74

9. UAE :3.84 6.10
10. Denmark 1. 78 3.74
ll. Norway 0.20
1" SwitzerJ.and 1. 30 0.36"'.
/3. S.inRapore 12.fJ8
14. Canada 0.07 12.44
15. Other"s 4.0:, 5.82

81.83

G6.44

2414.88

30.10

22.4;1

144.33

8.59

/3.61

3,49

20.51

52.86

1:36.56

fJ.lb

28.96 100.410 54fl. 092 (4. 11.)

b3.b:3 92.295 5f-j9. 0:36(4. 2%)

:318G.44 7107.:mO fVlVJ.034(6:316)

104.55 242.457 4b 1. 88:W3 .416)

45.81 362.399 37:3.823(5.01.)

159.50 661.395 1:,6. 1,,0 ( 1. (16)

4.72 39.0:m 412.884(3.1?i)
0.59 4.601 7.7.011 (0.5%)

.,r .....,'"
4.71 9.915 ~.
0.87 4.906 53.047(0.4%)

11. 01 67.6:H 92.068(O.7?)
7 .:32 5.22li U5. 54:3(0. ')%)

27.27 9.881 13.738(0.11.)

219.41 304.806. 477 .121(:3. 5%)
:;7 . :i2 fi4.45H Il25. :i,i5(9. J%)

._~---------------------- --------- --------------~---------_._----------- -_._----------TOTAL 255.21 774.78 3003.85 3902.20 9076.698 13421.262(100%)

* % breakdown is shown in the last column
Source:
Bangladesh Export Stntist.;cs, published by E,port Promotion Bcrenu.

:37



Table - 5.5

Growth of Export of R.M.G. by destination

200.00

74.80

611.26

...•. ---- _. --~--

65.54

9.08

74.1:>11

1985-86 1986-87

Rates of Growth of
Exports (%)

21.2:'

452.75

468.22

19f14-85

1004.111
(12.08)

886.88
(4.26)

5977.24
(75.57)

19f16-f!7

:334.78
(7.54)

192.69
(4.84)

8688.97
(81. 98)

1~lB5-fl6

Value of Export
(Tk. in million)

806.91
(11. 13)

116.40
(4.22)

2088
(75.58)

I9811--B5

---------------------------------
----------------- --------------

Country
Gl~owth of
Countries

EEC

Canada

U.S.A.

-------------------------------------------------------------------------------

------ ---------------------------------------_._------------------------------_.-

--------------------_.- --_.__ .-.~._----_..------_ ..-._-_._--_ ..-.--- .

-- ---- -- ------ ---------------------

-- .---- - ----------_.-- -- -------~---------- --- ---

78.21

5.42

402.40

287.48

61.00

1:3.74

57.04

lI8.32

227.8B

34.47

505.6f!

2.99

175.11
(2.20)

23.01
(0.29)

893.80
(4.98)

166. II
(:1. 74)

4.58.
(0.11)

101.63
(2.29)

2756.82 44:,8.76 7910.40

192.57
(6.99)

10.66
(0.89)

46.55
(1. 69)

TOTAL

All other
countries

All other
Ruropean
countries

----- --------- ---------_._-- --:--------- -------- --- ----------- --------_._---------

------ -----_._-------- ---------_._-----_.-- ----- ----- ----- --- ------- ---_.- ------ ------

_Scandinavian
countries
----------------------------- --- ----- ----- _._--- ---- ---_._-- ------------------ ----

-------------------------------------------_ ..._-------------_.---------------------
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5.3 Price Comparison o~l~~orted and
.!~<2!11..y.__~-!~n !.l_~~!:-~tr_~~!.__f!!Q T.~i~~~_

from the cost analysis of the proposed fabrics from a study

of pro.ject appraisal of a proposed composite textile of

25000 spindles sanctioned by BSB shows the following unit

prices of locally produced fabrics. From the table 5.6 a

price comparison between imported fabrics and locally

produced fabrics could be shown:

Table - 5.6

Price Comparison between Imported & Locally
Manufactured Fabrics

Fabrics imported under back to bad<
L/C 1'romdi1'ferentofip;ins Fabrics considered for the study

-~--------------------_._---_._.-------~._-----------------------------------"--------
S1.
No. Sort/Construction

Average C&F
price in Tk.
per metr'e

Proposed selling
pl'icein Tk.
per metre

Proposed
Sarti
Construction------------------------------------------------------_._----------------------

1. PIC Shirting (65:35)
45x45/1Ix76~49"

30.75 40.00 45x45/11Ox76~65"

---- --------- ------------- ------ ---- ------------------------- ---------- ------- ---

2. Cotton Poplin
40x40/88x72~49"

42.73 44.00 40x40/90x75~49"

------ -------- -------------_._-~._._--- -_.- ---------------- "------ ----- ----- --------

3. Cotton Csmbl'ic
40x40/1JOx58=47"

51. 47 51. 00 40x40/110x72~47"

_._- --_._- ------'-._---- ._--_._---~_.~._----_._------ ------------------- -------------- --------------------

4. Cotton twill
20x20/108xfiR~47"

45.64 45.00 ZOx20/108x58=47"

.-------------------- -------- _._--_._----._---------~ .._- --_._.- --------~-.._-------- ------------
5. Cotton chambry

20x2()/68x54~fiO"
43.70 43.00 20x20/70x48~50" .

,..------------------------------- ._-_._- -_._------- _.- ------_._._---- "- .-------- "-_.- ------- +-

6. Cotton shuting
16x16/60x60~1)7"

43.70

39

44.00 J6xI6/60x60=47"



The selling price of the dyed and finished fabrics were

considered on a conservative b8Si~ on a hi~hcr siclc; In the
case of import of fabrics under back to Lack L/G, the

importer has to pay for som~ adrlitional charge on account of'
cteari.ng, forwa.r'ding, bank commiss.ion and two-way

transportation from port to RMG factory. Moreover, the

importer of fabrics runs the. risk of stock lot, short

and risk elements

delayed clearance,

be avoided. In

pifernge of the

thesefabrics

partly

local

could

ofincrease!Jutconsignment.

uncertainties

supply, damage,

addition the exporter of RMG will aLso be encouraged for use

of local fnbr:ics which w:iJJ entitle them to enjoy XPll

facilities @100%. In view of these the Local expoet

oriented fabrics wi]] defi,nitcly command hig}lcr sel:ling

prices over the G&F prices of the imported fabrics

considered for appraisal of the project.
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TobIe 5.7

Comparative unit prices from different sources
under back to back Lie

----------------------------------------------------------------.----------------------------------
-----------------------------------------------------------

C&F Prices of Fabrics iu.s. per ~etre)

Korean
sl.
No ..

Sort/Construction
of fabrics

Haru' Hi t.
beni SUI

Oac. Ave.
wov rage

Chinese r h a i Hong
Kong

Ave.
rage

E q v .
I k ./
;eIre

-----------------------------------------------------------------------------------------------_.

I. PIC Shirtinq
45145/11006'49"

0.84 1.101.17 1.04 O. 'n 0.84 0.95 30.75

------_.----------------------------------------- ._--------------------------.----_._-------_._-----

2. Cotton Poplin
40x40/82172'49"

1.44 1.50 1.41 I. 16 I. 32 42. 73

3. Cotton Caobric
40140/1]0172,47"

I . 52 .52 I. 2 5 2.00 I .5'.i S I .. 47

------------------------------------------------------------,-----_ .. _-_. __ ._-----,--- ... _----- .------

4. Cotton Twill
20120/10f:158'47"

1.80 1.45 l.b2 1. 20 I. 4 1 45.64

S.

6.

Cotton Ghambry
20'.20/70140'SO"

Gotton'Shuting
16x16/(,0)60,47'

I. 35

I . 3 S

I .35

I .35

I. 35

I. 35

43. 70

43. 70

----------------------------------------- ._--------_ .. _------_ .. _--------_ .. _------------------------
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Comparative unit price (C&F) of different Krades of fabrics

imported by the RMG industry under back to back LIC from

different sources are given above in Table 5.7.

An economic analysis is made of the proposed project and

presented in Chapter 6.
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Cha.pter VI
ECONOMTC EVAI.iTATION 01" GOil'-IiPOSITJ!';

TEXT:LLE UNITS

The analysis is made to assess the economic viability of the

pToposed composite te"t-IJe units-for the --"ountt'Y. In this

respect employme.nt generation factor lS considered as

predominant and influencial in deciding the above project.

An economic analysis has been made to consider the following

aspects, namely,

l .

'J~.
3.
4.

.....-c<'
Economic Rate of Return (ERR)

Internal Rate of Return (IRR)

Employme~t Generation.

Value added

The economic rate of return of the pro_ject has been

calculated on the basis of the methodology followed by the

planning commission of the Government of Bangladesh. The

items or components are described below:



i. Fixed Cost Calculation:

Land and land development, construction of the building
and other assets have been valued at their accounting
prices by npp.1yinff, the relevnnt conversion factors. The

cost of local machinery has been valued at their market
prices net of transfer payment whi Ie the CII' value of
imported machinery taken at inflated rate equivalent of
un-official rate of foreign cu~rency in the free market.'.

iii.

iii.

Recurring Cost Calculation:

In the recurring cost side CIF value of imported raw
materials considered at inflated equivalent of
unofficial rate of foreign currency' in the free market.
Shadow wage rate of un-skilled labour has been taken
applying the conversion factor of 0.71 while the cost of
skilled personnel valued at conversion factor of 0.82.

Accounting values of other current inputs have been
obtained by multiplying their market prices with the
general conversion fnctor 0.82.

Price of Outputs:

The finished outputs (dyed and finished fabrics) have
been valued at its shadowedCIF prices.

The sulvoge value of the project has been accounted for
with the net benefi.t ill the year following the
termination of the project. The useful operative life of
the project has been takell at 15 years.



Calculated on the al,ove mentioned basis the EI/R comes to
about 31.83%. The details of calculation are shown in
Tables 6. and 6.2.

InternHl Economic Rate of Heturn of the Project has been

calculated based on the following:

i. Construction period of the project considered as 2
years and operative life taken at 15 years.

ii. Net economic benefit (net CHsh flow before tax) of the
project has been estimated as given in Table 6.1.

Table 6.1

Net cash flow before tax

----- ----------_._-- -----~-- --- ---------- ------------------------ ------ ----- ------------
Year

(1)

Cost of the
Project exclu-
ding i.nter'est

(2)

Product ion cos t
excluding interest
and depr'eciati.on

(3)

Gross bene-
fit (Hevenue
before tax)

(4 )

Net cash
cash before
tax
(5)

--------_._-------------------------------------_._---------------------------------

0 (-) 108.135 (4)-(2)-(3)=(5)
108.135

1 (-) 1441.807 1441.807
2 64.818 212.956 619.649 341.114
3 12.035 234.074 769.223 423.114
4 8.726 254.888 831.520 567.906

~.
5 0.488 254.888 831.520 576.144

6 - 16 254.888 831.520 576.632
17 (Salvaile 334.741

value)

-------- -~-------------_._- -------------------------- ------ ---- --------------------
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Table - 6.2

Economic RAte of Return

Discount Net Present Value (Tk. in million)
Year

Net cash flow
before tax
(mill. taka) @ 30% @ 35%

0 (- ) 108.1:35 (-) 108.135 (-) 108.135

1 (-)1441.807 (-)1108.749 (-)1068.379

3 341.875 202.390 187.689

4 567.906 198.767 170.940

5 576.144 154.983 128.4BO

6 - 16 576.6:J2* 488.984 353.475

17 334.741 4.016 2.008

Net present value = (+) 70.273 (-) 121.538

:; per year from year 6' through year 16 of project life.

So, Economic Rate of REturn comes out to be 31.B3% by

lineor interpolation as follows

= 30'; + ( 70.273. (35 - 30)jl91.811}
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TI,e pro,jeci: generates new Rnd direct employment opportunity
for 1320 persons (from appraisal report of an equivalent
sanctioned project of 25000 spindles and 3HO rotors).

6.1.3

From the economic
project would be a
plan and financial
chapter.

Value Added

analy:?'is it j.s found that the proposed
highly profitable unit. The financial
evaluation are given in the following

Es = 0 - (MI + D) > W

Es Absolute efficiency test of the project in terms of
value added surplus over the wages on the basis of
data for a normal year.

o = Expected value of normal ouptut per year
(Annual Sales Revenue)

MI = Material input + services from outside project

o = Expected depreciation on fixed capital in a normal
year.

0 =

MI .-

-

-

0 =

=

Es =

W =

Es

789.265 millon Taka

Material input + services froln outside pro.ject
(Power & gns, fuel & lubricant, stores & spares)

~22.224 + 8.585 + 0.426 + 12.365)

243.6 million Taka.

Expected depreciation on fixed capital in a normal
year

165.545 million taka.

789.265 - 243.6 = 380.12 million taka.

34.600 million taka

= 0 - (MI + D) > W.
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FINANCING PLAN ANlJ FINANC:LNG
E VA:LUAT TON FOB: PH.OPOSED COMP<">S::CrE

TEXTILE UNITS

In the previous chapter, nn economic analysis was made t.o

assess the viability of the proposed composite textile units

in the country. The iRR val'lc of 31.83%, WDS forecasted from

the project. This ERR is highly acceptable in the prevailing

economic conditic)n of the country. In the pre~ent chapter u
complete financial plan of total investment capital

requirement and cash flows in the project in terms of

revenues, outlays, working capital etc. is given.

7. 1 Ii~ecl Cost of the Project

A composite textile unit is designed as fin intef(rBted

complex and as such all financial data relating to the

pro,ject will be primarily presented at aggref(ate level. Thc

fixed cost of the project was estimated on the basis of

technical considerations and sequence Bnd is 8S summarised

in Table 7.1.
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TobIe 7.1

Fixed cost components of the composite unit

Description of fixed
components

Cost.
(Tk. in million)

-_ .._---------------------------------------------------------

Land

Building & Civil works
(10% contingency included)

Machinery and Equipments

Transport Vehicles, office
equipments, furnitures & fixtures

Preliminary and pre-operative
expenses including expert service
charges

Int.erest chorges during
construction period

TOTAL ESTIMATED FIXED COST

:36.00

131. 055

1469.596

3.675

8.085

162.470

1810.884

The estimat.ed itemwisc fixed costs are broken down and shown

against the components such as spinning, wearing, finishing,

power generAt.ion. These are shown in TobIe 7.2.
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Table 7.2

Breakdown of fixed costs

Spinning Weaving'
Power

Finishing Generation
Total
Taka

Land 12.00 12.00 10.00 2.00 36.06
Building & Civil 49.50 29.81 50.26 1.4[3 131. 05
works

Machinery & 458.60 606.75 326.50 77.75 1469.60
equipment

Trunsport office 1.2:J 1.22 1.2:J :J. 6f!
equipment t furniture
& fixtures
Pre-operntion expenses 2.70 2.70 2.69 8.0~J
Interest char'gcs 52.00 55,00 39.00 6.47 152.42
dUI-ing construction
--------'--------------------- --- -_._------~--_._--~-- ._- ._------------------------
Total fixed cost 576.03 717.48 429.68 87.70 1810.89

Net initial working capital of the integrated complex has

been estimnted on the nssl1mptinns outlined ot Tnl,le 7.6.

fi.rlished goods of the spinning unit and weaving unit in
transit towards down stream operntional uni.t have been nrlded

to the work-in-process of these two secti.ons while 15 days

stock of finished cloth in the dyei.ng, printing and

finishing section is treated as finished goods inventory.

The work-in-process for each section has thus been
calculated as follows:
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Spinning

Weaving

F'inishing

Actual work-
in-process.

days

5

5

4

Stock of
finished goods,

days

2

2

Total
days

7

7

4

18

The gt'oss Gun'ent asset built up requit'ed in the initial

year is estimoted at Tk.l06.04 million.

The gross cut'rent asset built up for the subsequent years of

operation has also been estimated. The financing of the

inGremen ta 1 g,.oss CU l' ren tass e t Cor gross wo rk ing cap ita 1)

will be raised of internal cash generation. Part of the

initial current asset has to be b0ilt up at the end of the

cons1:ruction perio~ in order" to avoid any losg effect durinK
trial ['un.

The toto] capital outlya will he as follows:

--------------_._----------------------------------------------
Foreign
currency

Local
currency

Total Tk.
(in million)--------------------------------------------------------------

F'ixed cost
Net working
capital .

1249.78 561; 104

24.856
1801;884

24.856

--------------------------------------------------------------
Total capi tal
outley

1249.78

51
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The aforesaid capital outley is proposed to be financed as

shown Table 7.3

Table 7.:J

Financing plan of working Tk. in million

EQUITY

Promoters
Associates and partnel"S

Institutional
Take up/public issue

Total Equity

[nterest free loan from Oi rector"s

TEHM UlAN

OFI/Institutional Loan (H/C)

Deferred interest during
construction

Total Financing

Debt/Equity ratio:

110.00

l06.00

206.00

42:J .• OO
:::=====::::::===;:::::;::.=:=

O.4~JO

1249.7R

162.47

1835.74
:::=:::.====::.=========

The aforesaid finnncing plan yields a deht/equity ratio
77: 2:3.
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7.3 Financial Ev~uatio~

Prof'itabilit:y Projection:

The profitability potential of the project: is estimated on

an aggregate bas is for four years 0 f projec t ed ope ra t ion.

This is based on the assumptions of revenues and costs shown

at table 7.7. In order to ensure a most pragmatic and

real istic financial outcome from the project. The project.ed

costs and r'evenues have been carefully estimated from

experience in similar operating units in the country. The

[HlInlllarised results of the profitability projection

(consolidated) for a period of init.iol 4 years of operatic)n

are given in Table 7.4 and the various profitability ratios

are given in Table 7.5.
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Tobie 7.4

Profitability projection

Operating years
---------------------------------------------- --------------

------------------------------------Items Year-l Year-2 Year-3 Year-4
------------------------------------------------------------

Sales Revenue 588.514 730.087 789.265 795.350

190.061 179.072 157.102 139.343

219.259 303.411 335.520 337.444

330.213 387.451 414.362 418.365

Profit after return on 27.203 101.017 157.541 177 .680
bond
Less
Workers participation
fund 1.60 6.377 9.091 10.075

Less
Dividend payment 84.600 105.750 126.900
(Percentage paid) (20%) (25%) (30%)

-----------------------------------------_._--------------------

Profi t before tax 29.198 124.3:J9 178.418 198.01
Add Other incomes

Profit before lax 32.00:, 127.549 181.823 210.506

Corporate tax T a " H a 1 i d a Y

Net profit nfter tax :12.003 127.549 181.823 201. 506
Less
Purchase of Govt. bond
@ 15% of net profit 4.800 19.132 27.273 30.226

Return on bond @ 12.5% 0.600 2.991 6.400

------------------------------------------------------------

----------------------_.------------------------------------
Operating Profit
Less
Finnncial Expenses

Gross profit 258.301 342.636 374.~03 376.985
LessAdministrative expenses 39.042 39.225 39.383 39.541

--------_ .._--_._._-------------------------------------------
Less
Cost of goods sold

40.70518.040 42.70025.603Retained Earnings
-----------------------------------------------------------
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Table 7.5

Profitability ratios

---------------------------------------_.--------------------
-------------------------------------

Operating years
Items

Year-l Year-2 Year-3 Ycar-4
------------------------------------------------------------

Gross profit 44.00 47.00 47.50 47.00

Operating profit to 37.00 42.00 42.50 42.00
sales

Net profit after tax 5.00 17.50 23.00 25.00
to sales

Profit after tax to 7.60 30.00 43.00 48.00
equity (paid up capLtal)

Operating profit to 11.9 1'l.OO 18.00 IH.OO
initial capital

------------------------------------------------------------

The major assumptions' based on which the profitability

forecast has been made are as follows:

i. Operating time:

Operating day~ of 300 per year assumed CAn he attained
Ilormally. In fact the spinning unit can be operated even
upto 3:JO dnys in fl year. Three shi'ft -to openltion per
dny of all the component units of the complex is
assumed.
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3rd yel1rs
average in

i i. Capaci ty uti lisation:

capacity ut.ilisnt:ion in the spinning unit: has heen
assumed at 70%, 80%, and 85% in the 1st, 2nd,
and onwards. Although the (1987-8) indust.ry

. ---
respect of capacity utilisat.ion is low being 60% In
public sect.or mills and 80% in private sector mills, the
newer mills installed during the post liberation period
exhibit i"air lJtj]is~Jtion rate of inst.nlled CUPllcity
being 80% and above. The proposed unit, is designed with
high quality and high production mnchinery nnd
equipment, whose performances, both in qualitative and
quantit.ative terms are expected t.o be much bet.ter thnn
the existing operating units. Furthermore, know-how nnd

skill for staple fibre spinning, exist: in the country,
the work force is required only to adapt themselves with
relatively higher speed mnchines. Considering all these,
assumed capacity utilisation can be regard as realistic.

Capacity utilisation of the wcnvinR 11nlt in the initio:1
year of operation has been assumed at level lower than
what one should expect from latest sophisticated
machines like shuttleless Airjet and Rapier looms. Since
machine technolo~y in shuttleless loom is new in this

country, higher cBpa(~ity utilisation can not be expected
until such time the local technicians and skilled
labours are fully trained to upgrade their skill to the
desired level. Even to achieve t.he capacity ut.ilisation
as assumed in the initial year, direct involvement of
expatriate t.echnician and engineer would be required. In
addition, proviBion for overseas training of local

technicians and engineers has been mnde prior to
execution of the project, and it is expected that the
foreign t.rained technicians and engineers will he
available to act: as counter parts of expatriate erection
and commissioning years and receive on the job training
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iii.

during trial operation and atleust. six months in the
initial years. These trained set of people should be
able to obtain optimfll output from the weavinR unit in

the subsequent years inorder to fully balance the output
from the spinning unit, which has been the rationale of
drawing production planning for the complex.

Similar situation exists with the finishing unit 601
utilisation of capacity in the first years, would more
or less balance the output from the weaving unit with
little surplus to offer servicing to outside customers.
1'he proposed capacity utilisation should, therefore, be
possible under the supervision of ex-patriate production
technologists/engineers provision i"or whic}1 hHS t)cen
made in the project.

ProdlJct--mi x:

The product-mix for the project has been selected
analysis of the pattern of present trend of consumption
of fabrics by the HMG industries in the country in terms
of type, quality, construction and finish. The product-
mix chosen for testing the validity of the project
reflects the present emphasis generally laid by the
garment industry based on their export, although the
production fncilities have been designed to give the
project adequate flexihility to produce any type,
varieties, construction and quality of fabrics, the HMG
Industry may need in future us a result of product
diversification.
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iy. !t'ork-.in-Process:

The rat ion a leo f the n ~ sum p t'i0 n son the tie d u p
period/the production cycle in the complex, de~ignated
nt work i'n proce~s (WIP) has been exp] oined under the
di~cussion of working capital requirement.

v. Selli nf{ Pri ces of Pini shed Fobri c,<;:

The selling prices of fini~hed fabrics have been taken
based on the average C&V prices of fabrics of
specification and construction covered in the production
piall which are rl(IW tleing inlpc)rted from difj"erent
countries namely Hong Kong, China, Korea, and Thailand

under hack-to-hack L/e hy the export-oriented HMG
aforesaid types of
trading house~ of
existing garment

of

the
the

industry. For this purpose prices
fabrics have been collected from
Japan and KOl'ea and checked with
industrie~.

The importer of fabr'ics. in most of
risk of stock-lot short supply,
clearance partial pilferage of the

the cnse~ run the

damage, delayed
consif(nment etc.

Adrli'!:ionally the importer has to pay for clearing',
for"l'Clrdinf;, hanJ{ c(JmnJis~_;ioIl, Bod transport.ntion chArges

on the fabrics imported under hack to back L/C. The
exporter of HMG will also be encouraged for use of local
fabrics which will entitle them to enjoy XPS facilities
@IOO%.

The XPB benefit has not been taken as a revenue but used
as a eushan to compensate the un foreseen increase in

production co~t or reduction in the selling price.
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vi. Prices of Raw Materials:

The C&F prices of raw cotton of different staple len~th
and man-made fibre of different origins have been
estimated on the basis of analysis of weekly prices
quoted in the cotton outlook for the full one year
period of 1988-89. The cost of sizing materials required
for weaving uni t has been taken based on the current
priors in the local market.

A rigorous exercise on the assessment of different items,
of dyes and chemicals and collection of thei r current
import prices has been under taken to estimate the cost
of dyes & chemicals.

vi i.

vii i .

Costs of other inputs have been taken at their market
prices.

Costs of inplJts and 011tputs have been ossumec! to relnain

constant nnrl that" any increase input cost will give rise
to consequerlctinl increase in the output. prices.

ix. Inflation and curr'ency fluctuation have not been taken
into account.

x. Preliminary and pre-operating expenses as well as
interest charges during construction have been written
off/amortined over a period of five years from the date
of commencement of production.

xi. Period of term loun has been assumed to be 14 years
inclusive of a grace period of 1 years.

xi i. The interest on term loan has been assumed at 13% pa.a
and on cash credit for financing working capital
interest rate has been considered at 14% p.a.
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A.

•
Table 7.6

Estimates of Working Capital

(in million Taka)
-----------------------------------------------------------------

Y e H r
-----------------------------------Current

assets
Tied up
period

1 2 3 4
-----------------------------------------------------------------

a. Raw material 90 days 52. :~fi7 60.000 63.782 63.782
(Improved)

b. Raw materials 60 days 1.595 1.805 1.923 1.923
(local)

c. Work-in-process 18 days 22.187 24.923 26.5:,9 26.71B

d. Stock of 15 days 17.380 20.392 21. 809 22.019
finished goods

e. Receivables 7 days 7.705 9.041 9.668 9.762

f. Stores & spares 90 days 0.772 0.772 3.710 3.710

i. Other expenses 3D days 4.411 4.152 4.296 4.409

-----------------------------------------------------------------
TOTAL 106:407 121.085 131.727 132.323

=================================================================

•
a. Commercial Bank borrowing 61.288

-----------------------------------------------------------------••

b. Accounts Payahle

Natural Gas 1 month 0.700

Rent, Tax, Ins. 1 month 0.fi64

Wages, Salaries l5 days 1.820

Local materials 15 days 0.399

------------

TOTAL
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Estimated working capital (A - H)
I,f",:SS

Depreciation included in the value of
work-in-process finishing goods and
receivables

Net working capital

Table 7.7
Profitability Forecast

41.G:JIJ

16.780

24.856

~rk. in million-----------------------------------------------------------------
Yea I'

Items
1 ')~ 4---------------------------_._------------------------------------

-I. Value of output sold 588.514 730.037 789.265 795.350
2. Cost of goods sold 330.213 387.451 414.362 418.365
3. Gross profit (1-2) 258.301 :342.636 374.903 376.985
4. Administrative expense :39.042 39.225 :;9.:383 39.541

and write off
........C'" Oper'a:"ting profit (3-4) 219.259 303.411 :.>.35.520~J37.444:.; .
6. Financial expense 190.061 179.072 157.102 139.:343
7. Profit before tax 29.198 124.339 178.418 198.101

& other incomes (5--6)

8. Other incomes 2.805 3.210 3.405 3.405
9. Net PI'ofit before :32.00:; 127.549 181.82:3 201. 50bbond purchase (7+B)

10. Income tax TAX HOLIDY
11. Govt. bond purchase @15% 4.800 19.132 27.273 30.226
12. Net profit after 27.203 108.417 154.550 171.280bond purchase (9-11)

13. Return on bond @12.5% 0.600 2.991 6.400
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Contd.
-----------------------------------------------------------------

Yea r
Items

1 3 4-----------------------------------------------------------------
14. Net profit after 27.203 109.017 157.541 177.680

return .on bond (l2+D)

15. Workers participation 1.600 6.372 9.09] 10.075fund

16. Dividend 84.600 105.750 126.900
17. Retained earning 25.603 18.040 42.700 40.705(11-15-16)

18. Cumulntive retained 25.60:J 43.643 86.:J48 127.048earning

-------------------------------------------------------------------

Items
Yea r

----------------,----------------------
1 3 4------------------------------------------------------------------

Ratios (in X)

Gross profit to Sales 44.00 47.00 47.50 47.00
Operating profit to Sales 37.00 42.00 42.50 42.00
Net profit after t"x to 5.00 17.50 23.00 25.00Sales

Profit after tHX to 7.60 30.00 43.00 48.00Equity

Operatinp; profit t.o Init.ial .1].90 17.00 ]8.00 18.00Capital

-----------------------------------------------------------------
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Table 7.8

Estimated Sales Revenu~

-----------------------------------------------------------------
Items of revenue

.y ear
--------------------------------------

1 2 4-------------------------------------------------------------------

Gross value of output

Add
659.030 745.073 795.880 795.880

Opening stock of WIP for
18 days

I.ess

Closing stock of WIP for
18 days

39.512

39.542

47.077

47.077

50.577

50.577

50.7H7

------------------------------------------------------------------
Value of output available
for Sale

Add

619.488 737.538 792.380 795.670

Opening stock of finished
goods for 15 days

.Less

Closing stock of finisllcd
goods for 15 days

30.974

30.974

:3>3.125

38.425

41. 510

41. 540

41.860

----------------------------------------------------------._-------
Value of output Sold 588.514 730.087 789.265 795.350
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The break-even analysis has been carried out on the basis of
production cost data and estimated sales revenue of the ~rd

year of operation. The project is exp-ected to break--even at

54~-o: of the rated capacity. The cash br'eak-ev(~n point 8hows

the capacity uti,lisation- ~t 30%.

The margin of safety, defined as the deviation of the break-

even sales, from sales revenue per Ilnit sales revenue i.s
found to be 32% uti 1 isation required to earn 15% return on

i.nitial capital employed, nccessiates

production capacity, which according to the pro.jection made

can be achieved in the 2nd yr. of operation.

To make a break even analysis the components neeced are,
<......0

i. Sales revenue

ii. Fixed cost

iii. Variable cost.

The sales revenue during the 3rd year of operation was Taka

798.265 and the total cost of production during the same

period was Tk.613.880 million. The cost components are given

in Table.
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Tuble 7.9

------------------------------------------------------------------
Analysis of Cost

Totol
cost

Fixed
cost

Variable
.cos t

•.. - 0_,.- _

Raw mate[-ials

Wages & Salaries

Power & gas

Fuel and lubricants

Rent, Rates, Taxes &
Insurance

Depreciation &
write off

t\drninist.rotive Pol

General Expenses
Repair & Maintenance
StO[-CS & spares

Financial Expenses

Misc. Overheads

222.224

34.600

8.585

0.426

6. 131

165.545

5.0fl7

1.330

12.365

157.102

0.475

29.410

5.566

.0.085

6. 131

165.545

5.097

1.330

157.102

222.224

5.190

3.019

0.341

12.365

0.475
-----------------------------------------------------------------

TOTAL 613.880
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(Sales - Variable cost)
P/V ratio

Sales

789.256 243.614
::;; --------~---------------------

789.265

::;; 0.69

Break Even Point
Fixed Cost.

::;; ----------------
PV

370.266
::;; ----------------

0.69

Tk.536.617 million.

=

=

68% of bperation

54% of rated capacity.

Cash Break Even : (CBE)

(Fixed cost - Depreciation & write off)
CBE Sales = ------------------------------------------

P/V ratio

= Tk. 296.697 million

CBE capacity = 37.60% of capocity operation

= 30% of rated capacity

Margin of Safety

(Sales - BE Sales) (789.265 - 536.617)---------------------- ::;; ---------------------
Sales 789.265 x 100

= 32%

Sales required to earn 15% return.
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Initial Capital employed

Initial Capital outlay = Tk. 1835.740 million

Desired profit @15% = Tk. 275.361 million

Fixed cost - Interest on term loan and desired profit
---_._--------------------------------------------------------

P/V ratio

(370.266 - 152.722 + 275.361)
= -----------------------------------

0.69

= Tk.492.9()5 million/1'k. 789.265 million
= 62% x 0.8

= 50% of rated capacity.
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Chapter VIII
CONCLUSION. :U:ECOMMENDATION ANI>

SCOPE OF FUTURE WORK

The objective of the present wor-k was to make an economic

study of the garments industry using locully produced

fabrics. In this regards types of fabrics for export quality

""ere identified. This was obtained fro", the findings of a

survey of garment manufacturing units of the country. In

this regard the survey wns carried out on seventy three
garment manufacturing units. I t was assumed that
construction of the fabrics used by these units Are Same.

But there may be some variations in the construction of

fabr'ics used todAY as imported fabrics may have different

constructions keeping pace with continuous improvement of

fabrics quality.

The mAin purpose of the economic study was to calculate

number of composite textile units required up to the year
1995.
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If these composite textile units CAn produce qUlllit.y fabrics

and substitute, the imported f"brics as per dem"nd and

requirement fl larp;e amount. of foreign currency 75% of the

total LIC value will be saved.

A very critical and vitolly importunt. point must fllwnys be

bor"ne in mind that fabric qual ity and construction in the

world market are too very highly vori.able factors. A very

close monitoring must be maintained to wat.ch any change

t.aking place.

The study on the stat.us of t.he text.ile sector shows t.he

,.equirement of yar"n l.Ipt()the year 1993 in t.erms of its
.

overall domestic demand could be met..

A Techno-economic study was carried out to find whether a

standnrd composite unit of 25000 spindles is feasible or

not.

In calculating number of composite units upto year 1995 H

conservative estimatiotl was used that there would be an
increase of 10% per annum of fabrics.

69



8.2 ~co£e of Future Work

For future work, feasibility interms of techno & economic

may be made on vital and important accessories along with

fabrics to mnnufncture them locally. These necessories arc

sucl. items as button, plasticlinning, clip, jipper,

shoulder pad, labels, stickers etc.

Development of fabrics and their quality and construction

ure few important factors where research rouy be cArried in

future. This would require research centre and establishment

in the country.
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APPENDIX - [

HISTORICAL POSITION Of TEXTILE
INDUSTRIES IN RANGLADESH

No. of illS lal led
spindle

No. of
unitsYenr

=~===============================================================

IB47 8 110,000
1972 N.A. 750,000
------------------------------------------------------------

No. of No. of
uni~. .!~

IB47 N.A. 2,700
1972 44 7,430
-------------------------------------------------------------

b. Hendloom

1947 100,000
1972 300,000
-------------------------------------------------------------

Finishing

1947

No: of
unit.s
N. A.

Processing capucily
(in million metres)

N. A.
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APPENDIX - II

PRESENT POSITION OP TEXTILE INDUSTRIES IN BANGLADESII
(A~ of September, HlB9)

Sub-Sector
No. 0 f
unit~

No. of Spindle~1
Looms===================================~=============================

~I',i!!n i ng
(Existing and
under development)

Weaving

88
(38) 1,729,757

(799,720)

a. Power loom

b. Knitting mlc

c. Hand loom

Finishin..£:
(Existing)

791 27,:185(I5) (3,580)

2 130
( 1 ) ( 14 )

260,000

Processing capacity
(in million)

Mechanised

Semi-mechanised
71

179

250
=======

50S

Il7

622
=====::::::

0.14

0.14

Pigures in parentheses indicate capacity in the public
sectors.
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APPENDIX - TIl

POTENTIAL SPINNING CAPACITY IN BANGLADESH
(ExistinA + Under Oevelopmellt)-

Descl"ipt ion
No. of No. of
units . spindles

Production
Capacity
(in mill.kA)

No. of
rotor

Production
capacity
(in mill.kl'()

TotHl
capacity

(in mill-kg)
======================================================================================

A. Private Sector

H. In operation 3:l 685,26B 4:L 61 1,800 0.12 43.73

b. Under develop- 17* 247,769 20.75 1,800 0.12 20.87
ment (sanction
& under
construction)

Sub-Total 50 930,037 64.36 3,600 0.24 64.60

B. Pub 1ie Sector

u. In operation :l6 749,60H b:1. 21 0:1.21

b. Onder 2 50,11.2 O. :J4 0.34
development

._------_._-~.._--_._--------_._---_. __ ._---------_.--._-._--_ .._------_._ .._-----------._-----_._----.---------
Sub-Total :J8 799,720 63.55 63.55

---_._---------------------------.-------- .•.-.__ .._----------_._-----_._----------_._-----------_ ..

GRAND TOTAL 88 1,729,757 127.91 3600 0.24 128.15

:t Includes one continuous i'ijament: (polyester) yarn mnnufacturing
plant sanctioned by ESEwith a capaci ty of 0.33 mi11ion kg. per annum.
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APPENllIX - IV

EXISTING WEAVING CAPACITY IN BANGLADESH

-------------------------------------- ------------ - ------- ---- --- ---------------

Sector
No. of
units

Looms

No. of Capacity
loom

Kni tt lng- mlc

No. of Capacity
mlc

Total

No. of Capacity
looms
kn it t ing

==============================================================================

A. Private 956 23,805 372.52 116 5.27 2:L921 377.97
Sector'

B. Pub 1i(;
Sector

El._ llTMC 14 3,536 90. 15 14 0.64 :l,550 90.79

b. Seri - 1 44 1.00 44 l.00
culture
board

TOTAL 971 27,385 463.67 130 5.91 27,515 469.58

Source lJepartJllent of .Textile and BTMC
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APPENDIX - V

SPINNING PROJECTS UNDER DEVELOPMENT
(Private Sector)

Sl.
No.

1

Nome and locatio!l
of t.he Project.

MIS. Sonargoon Text.iles
Ltd., Barisal

No. 0 f
spindles

14,400

No. 0 f
rolors Hemnrks

Under
construction

2 Mis. Shah FatuIIah Textile 14,680
Mills Ltd., Narayangonj

do

3 Mis. Dula Mia Cot.ton
Spinning Mills Ltd., Feni

14,400 do

4

5

6

7

8

9

10

11

12

13

III

Mis. Fokir Cot.ton Mills 12,000
Ltd., Taraboo, Narayangonk

Mis. Faridpur Spinning 12,000
Mills Ltd., Faridpu,'

Mis. Naj Fine Cot.ton 7.600
Mi lis, Rupgonj, N.Gonj

Mis. Padma Text.ile Mill. 25,449
Ltd., Rupgonj, N.Gonj

M/s,.P"ime Textile 24,960
Spinning Mills Ltd.
Naroynngon.i

Mis. Sreepur Text.ile 16,320
Mills Ltd., Sreepur

Mis. Mita Text.iles Lt.d. 14,400
Mohorigonj, Feni

Mis. Sahco Text.ile Mills 14.400
Ltd., Sreepur

Mis. Coxes Bazar Text.ilc 14,688
Mills Ltd., Coxes Bazar

Mis. Gonoshasthuya Textile
Mill~ Ltd., Sira.jgonj 24,960

Mis. Naheed Cot.ton Mills 1,40()
Ltd., Joydevpur

do

do

do

do

Sanct.ioned

do

do

rio

do

do

15 Mis. Kader Synthetic
Fibres Ltd., BSCIC liE,
Joydevpur

Continuous
filament
yarn making plant

Sanctioned

------------------------------------------------------------------
Sub-Total 210,3~j7 1,400



Sl.
No.

NUlne fInd Jacut.ion
of the Project

No. of
spindles

No. of
rotors Ilemarks--------------------------------------------------------------

16 Mis. Howladar Textile
Mills Ltd., Pirojpur

24,960 Bar aprovol
lIwaited

17 Mils. Dynamic Textile
Industries Ltd.,Bhaluka,
Mymensingh

14,400 400 Joint venture
with SABINCO
& AOA, ASA
Aoard hos
nl(reed in
principle

18 Mis. Rustom Cotton
Mills Ltd., Sreepur 24,960 BOI approval

awaited

40064,:l20Sub":Totul-----------------------------------------------------------------------

1,800274,657TOTAL
---------_._-----------------------------------------------------------

Source Department of Textiles and BSB.
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1.

2.

3.

4.

Garments Directory

Export Statistics:

[mpo['t Policy

BSB Source

HEFEHENCES

Export F'il{.in Tk. or Dollar
for last few years.

Published by EPR. Countrywise
export t categorywise export
(officia'! source). /lnt.fl
collected from EPB.

Requirement of fabrics in
dozens (colnpurison with our
calculation)

Garments survey (73 units)

5. Local raw materials i'or ~arments HSH source.

6. Prospects for Development of Textile Industries in
nanl{ladesh

BSIl source.

7. Department of Textile Hnd IlTMC
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