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ABSTRACT

Textiles have bccn an extremely important part of Bangladesh's economy LDra very long

period of time for a number of reasons. The textile industry is concemed with meeting the

demand for clothing, whieh is one of the basie neces,ities of human life. It i, an industry

that is more labor intensive than any other industry in Banglade,h, and lim, play~ an

1Illportant role in providing employment for people. Currently, the texlile industry

account> for 45% of all industrial employmenl in tho: country and contributes 5% of the

total national Income. At present Bangladesh yarn manufacturing mill~ arc fully capable

of mccting the requirement of export quality knit yarn thus providing ~cope for maximum

valLIeadditlOTlin knit RMG export. Banglade,hi textilc mill~ are capable of meeting 80%

of domeS!lC demand of yarn & fabnc" about 1;0% Y:lfn & knit fabric; for tho: export

oriented knit RMG indnstry but can meet only 20% of the f-abrie~for the export-oriented

woven Rl\-1Gindustry. The re,t 80% requirement or Labric,;101'woven garments are being

imported which co,t, about 70% of its export value. The export earning from woven part

of-RMG is otill more than 55% 01-total earning from RMG. 1\s such in real sense the net

export eaming from woven garmel)l~ is Tlot more than 40% of it~ export value. To

increase the re~1 export e,lming [wm RMG & ~lso successrully confrom the post-MfA

era, \vhich is Icss thall one and half years away. it is essential for Bangladesh to develop a

strong tcxtilc-manufacmnng base. Con,idering the overall ,ituation of textile ~Tld

garments sector dle main objective of this paper is to study the growth potential of textlie

indu,tries in Bangl~de,h as a backward link~ge to gurment~ iTldu,try through estimating

the demand of textile products (fabrics & yarn) for domestic & export market upto 2004-

2005. determining the number of different type of textile units required to full-fill the

dem~Jl(1.e,timating the amount of inve,tment required to ~et-up tho~e umts, studying

pril:e ~olllpetitivene,s of Bangladeshi textile products and studying the government's

policies to develop textile sector. ]-'Wlll dle overall study it is found th~t there is good

growth potential of textilc industries in Bangladesh if govenmlent modifies ,orne 01 it',

POhCICSfor tin, S~Clor~nd give linanci~L infrastmctural and utilJ1YSUPPOIt.
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Chapter.I

Introduction
1.1. (;enerallntrnduction

Textile, have been an extremely important part of BaTlglade~h'~economy for a very long

time for a number of reasons. The textile industry i~ concerned with mecting the demand

[or dothing, which is one of the ha,ic neces~ltie~ of human life. It is an industry that i"

more labor intensive than any other indu,try in Bangladesh, and thus plays an important

role in providing employment for people. CurTent!y, the textile industry accounts for 45%

of all industria! cmployment in the country and contributes 5% of lhe total national

Income,

1.2. Histor)' 01"the Textile Industry in Bangladesh

Tradinonully. artisans \vorking in small groups, in what ure often referred to as COllage

industries. produccd most of the textile in the sub-conlinent There were many highly

skillcd anisull!; in the area which ~t present is Banglade,h. In fact, from prchistoric time,

until thc lndustnal Rcvolution in the eighteenth century. East Bengal was self-,ufficient

m texliles. Its people produccd Muslin, lamdani, and various cotton and silk fabrics.

These "ere all well regarded even beyond the region as thcy were manufactured by very

~killed craftsmen.

The material produced by the rnti,an; of Bengal st;lrted facing ~igoro14' compelltion from

lhe very heginning of eighteeTllh century atier the growth of mcchanized textile mills in

the Engli~h Midlands. This eventlIally affected coltage induslry to a great extent and

automatically reduced the number of Bengali workers skilled enough to produce ~uch

high quality fabrics,

The fabric produced and dyed in British factories flooded the Indian markets. In time, its

importation became one of the points of contention in the growing indepcndence

movcmcnt of dlC subconlinent. As scparation from Great Britain wa, hecoming a

fnre,eeahle reahty and local producllnn again pl'Ofilablc.
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After 1947 and the partition of £3.,t and West PakiSt3Jl from India, most of the c3pital illld

resources of Pakistan C3mewlder the control of West PakiSt3Jlis. The textile industry thu,

stagnated in East Pakist3n as momentum for development shifted from the eastern P31t of

the country to the west. The we,t 3lso grew more cotton than the cast. \vhieh was used as

an mcentivc for developing the mdu,try m the west instead of m the cast. The majority of

all inulLstnes in lhe east were also OWlledby We<;lPakistam mdu,trialists.

When Bangladesh gained Its independence from Pakislan in 1971, the new government

natlOnalized the lexllie indu;:try, a, il did Wilh man)' other businesses in which West

Paki.,tani, had heen lhe principal owners. Although there were some Bangladeshi

indlL~tnali~t~, they did not form a large or politically powerful group and thus had to

'llITemler cOlltrol or their la<:torie~10 lhe government as well. All of the eowltry's textile

factories were thell nationalized and organized Llnder the Bangladesh Textile Mills

Corporation, or BTMC.

The imluslry remained under the control of the BTMC ulltil 19&2-&3. Bureaueratle

obstacle, combilled with oth~r problems such us low productivity in the lahor force, lack

of planning, indi>cipline, lack of accountabJ1ity, and poor machine maintenallce and

opcratlllTl res lIlted in the redllction of profits.

The governmenl thu., gradually dcnationahzed the production of textiles. Factories were

prhatized, beginning with dle dyeing 3Jldweaving units. Since now, much of the industry

ha, heen privati~.ed through auctions and other mean"

After 1995 a eomiderable numher of different lypes of texlile industnes have been setup

in private .,cetor. Now about 97% of total number of textile industries is in private sector.

2



1.3. Overall l'osition of Textile IndllStries in Bangladesh

The Textile Industry of Bangladesh until 1977-78 wa> basically domestic oriented.

Tcxtile Industries of Banglade>h first entered into export market throngh Rcady-made

Garments in 1977-78 and since then the export oriented ready-madc garmcnt industry of

the country made a spectacular growth of fabrks & hosiery products during the la:>t

decade. Due to dependency on imported labrie, & accessorics U1Creal foreign exchange

earning, from cxport, of garments from Banglade:,h i>only 25% of the total valuc in case

of wOven gannents WIllie that from knit gal'ments j; upto 80%,

At pre,ent yam & rabnc~ manufacturing proccss of tcxtile sector repre,oonl! make a total

inve,tmeul of Tk. 1.2000.00 million and this sector, as a whole. provide~ direct

employment to ,lbout 2.7 million people. At prescnt Banglade,h yam manufaetLiring mills

are fully cap~ble of meeting the le'luirement of CXP0l'lquality knit yam thllS providing

scope fol' maximum value addition in knit RM~ export. wcal fabric, manufacluring

mills arc capable of meeting 80% of local demand ror yam & fabrics, about 80% of yam

& knit fabrics demand of export oriented RMG industries and only 20% of the woven

fabrics demand of export-oriented RMG industries.

Despite lllesc achicvemcnts, the growth of the textile sector, haYing lurge domestle as

well aB export market potential. is hindered by large scalc of smuggling, leakage from

RMG bonded "arebouse.~, high energy cost, erratic power supply, dUlie.>& taxes On

~pare parts. accc.\Sorics & consumables, high interest rates and bank "harges, shortage of

skillcd & spceialized manpower and co,t of doing bu:,ine:,s.

It is es;ential to develop a :,trong textile-manufacturing ba~e to successfully confront the

po>t-MFA era, which is only <)ne & haIr years away. Bangladesh ha, already been

severely alTeded due to granting of duty-frec and additional quota access by ED to

P,lkislan. It is uhsolutely imperative that tbc current production units are provided with

ne~es'ary us:>i>tan~ewith appropriate policy support and incentive to encollfuge increasc

in production and investment to fill the demand gap 10the RMG sector, by 2004,

3



Tnpo~1 J\.fFA regime it will be impossible to sllstain the present ,i,.e of the RMG sector

'Wilhoul a viable and vibr~nt b~ckw~rd linkage a, cuunlries like India, Pakistan, China,

Tmlonesi~ who are the ~uppliers of f~bric, to our RMG, are ~bo our competitors in Lhe

RMG sedor. These commie, are preparing for the po,t :MFA regimt< by investing

enormously in the textile and RMG sectors for maximizing their value addition.

1.4. Ohjeclive

Considering Ihe overall situation of texlile and garment' seclor the main objective of this

pJp~r io to sludy Ihe growth potenlial of textile indu~tnes in Bangladc.\h as a backward

linknge to garment, industry dlIOUghestimating the demand of textile products (fabrics &

yarn) for domcstic & export market llptO 2004-2005, determining the number of different

typc of textile unils required to full-fill the dcmalld. estimating thc amount of inve,tment

required to sct-up those umts, stLldymg price competitiveness of Bangladeshi textile

prodlKl> and studying the govemmen(s policies to develop textile sector.

4



Chapter. II

Production Process of Textiles
2.1. Introduction
The textile Industry has scen the application of many new technologies ov~r the centuries.

Ho,,~v~r, tlJ~ b~8i<:,t~p:. hav~ remained the same. What is known as the textile industry

include:. all the :.tep:. ne<:es:.ary to trans(imn fiher into fabric that is ready for stit<:hing,

sold either in the market or used in the RMG, or ready made gaTTllent,~eetor. These basic

,l~ps are spinmng. weavmg or kmtting, and a combination of dyeing. printmg and

linishing,

2.2. SI)iullillJ:"
The principal material> u,eu in th~ 'pinning sub-sector are raw cotton and synthetic fihers

such a:. visco:.e and poly~ster staple flhers. None of these mllterials- ho"ever. arc

produced in BlInglade;h on a large ocale I() med the en,ting demand, The reaoon:. [or

this lire complex,

Cotton need:. to be grown in field:.. and th~n gmned, which is the removal of seeds from

colton. At prese[lt. the cotton produced in Bangladcsh is of an acceptable otandard.

However, the increased culli,alion of cotton in this country is not [easihle heeau,e the

crop requires large amowllS of land for a ;ubstantial yield. Tnovercrowded Bangladesh,

fanners choose to grow rice over collon. lA1cally grown colton currently meets only 4-5%

or the lOlal reqmremenl. The remaining 95% of the cotton needed are imporled at very

Illgh prices. The production of the synthetidman- made fiber; u:.ed in the texti1c industry

requires fairly advanced teclmology and inve:.tmenL

Once the raw mlllerials have been obtained, ;pinning is the fir;l st~p in lcxtile production.

Thi:. is the process by which natural or synthetic fibers ar~ cleaned and twisted into yarn.

The raw materials first move thrOllgh tlJe blow room wh~re all implll'itics arc removed,

for natural fibers only and the fiher.' are rolled into laps. Thc laps then go tlJrough a

carding machine, where they are cleaned [urth"r and romlcd into sliver:., thick ami

loo:.ely "pun Y<llll.
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In order to produce combed yam, the fibers need to undergo further processing in the

comber machine where the short strands are removed, and the remain processed into

sliver. The sliver is then fed to the draw frame, and speed/roving frames where they are

twisted to fonn what are called rovings. The rovings are finally placed in spinning frames

where further twisting and drafting take place, and yarn is produced. The yarn is then

spun around a bobbin or cone, using autoconers or cone winding/reeling machines,

packed and marketed.

!'Ie Milltlr
elnn .•,

Fine Dosogeblender eml
cleonu

P,c drilwfrilm. Combi~1Ipnp.,.tiOO Comber

Fig- 2.1:ProductIonProcessofa SpinningMill

6



2.3.Weavin~ and Knitting
Next the yam is made into grey, the early stage of [abnc proee,sed u,mg 100lIlS or

knitting machine,. The name indicate, IhJt lhe malerial ha, no color at this point. These

are fairly simple procedure, and can even be done by hand, a, they were for many

<:emurie, ill <:otlage mdu,trie,. Weaving produce, doth lhJl ha~ a rigid structure, su<:has

the malerial u,ed for making trouser" shins, bed sheel~, etc.

Prior to weaving the yarn is wrapped around heam~ and dipped in a ,i~..e,an adhesive,

winch when dncs gives the yarn a rigid am! uniform structure. This yarn is then fed into

the looms and called the warp. A thread of yarn, called the weft, passes between

alternating warp yarn with the aid of a ,hultk, mr jet, or I'3piers,

Y,rn Grey
Warping Sizing & Beaming WeavLng Fabrics

Yarn 1,mken from
cone 10intermediate
!learn

Starch" added
with yam to
increase Sll'engtll,
drie, and beamed
for loom

Weaving lS
done in loom,

Fig -2,2, P'(ldUCllOnProcess (Ifa Wea.ing:Mill

KIliUiIlg, however, can also be used to make grey. Instead of loom" circular knitting

machines arc used for knitting. These machines u,e needles fed with yarn thJt move in an

up and downward motion am! kllil mterloekmg arrangements (If yam. Kllil rabrie 1Smuch

>ofter am! more JleXlble thall that of thc produced on looms. and is <:mnmonly used for

producing article, OL <:asual wear ,>uchas tec ,hirts, and under garrneTJK

2.4. D)'eing, Pl"inting, Finishing

The grey then undcrgoes the three ,lep, of dyeing. prillling, and finishing. After the grey

is inspected, it goes through a process called the batch method when it undergoes

,couring, bleJching, alld dyeing. Scouring is the treatment of grey ill chem1calsolutions

in order to rcmovc the ,ize. natural fat" waxes, protein,>, and other impurities, and to

make thc fabric hydrophilic, which mean, il no longer repels water.

J



Thc hlcaching proccs~ is ncxt. It is e,semial in giving !he do!h a clean white color. 11is

done using one of two different methods: bleaching with dillltc hypochloride solution at

room tempcl'atme, or by u,ing hydrogen peroxide ~Ollllioll at elevated temperature,>,

ll.Iually SO to 90 degree, Celsiu" The l<ltlermethod mually rcsults in better and longeI'

lastmg whitencss. howcver is the more expen,.;ive of !he two I1lethods.

The ~coll1'cdcloth is thcn dyed. and then printed on, Printing i~ donc using pelforated

rollers that allow, certam chcmicals and colors to diffuse through thc holes. After the

printing ha, been completed, the fabric i, wa,hcd, soaked in chemical, undcr elcvated

tempel'atures for color fixation, and thcn wa.lhcd again.

Knitted fahric, arc loaded on to a Jigger machine, which performs the proces,e, of

scoming, bleaching, or dyeing. Tbe fabric thcn moves on to a machine culled cithcr de-

watering or de-twisting machine, which rcmovcs watcr from the fabric. TIle fabric then

goes through a ,hrinkage tCIl.\lOn1cs,dncr which is designed for drying, ,hrinking, and

re!<lsing the kmtlcd fabric.I.

The finol process before the fabric is rcady for stitching is compacting. During this step

thc fobnc 1.1<;teamedand l!'Oncdbctween a !'Ollera;sembly, The fabric i~ then folded and

i, ready for marketing.

Grey Scouring &
,,"[}fICS De.lizing Bleaching Mercerizing

Dyed!

DYGingI Primed Width Fini,hed

Printing F~brics Selling Finishing Fabries

rig - 2.3: 1'roducli(}nPlUG" of a Dyeing-Finishing Mill
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Chapter -III

Present Position of the Textile Industry in Bangladesh

3.1. Introduction

Tod~y, the lextil" indu.~tryof Baoglade~h cao be divided into the two main categories: the

public ,'Odor and privute ,ector. Each of the~e sectors has it, ad~alltages and

disadvantages. Currently. the orguni7,ed private ,ector dommate~. and is also expanding al

the faste.llmte.

Public Sector

The public scclor is that ponioll of the illdustry cOlllwlled hy organizations that are purl

of the government. The factories in the public ,ector enjoy eertain privileges such as

government funding, However, ill Banglade,h, fadurie, ill the puhlie sector are not well

,;up~rvl,~d. D,ere are frequent changes io officers, and many of !hese officials do not

have a per,onal intere,t ill !he l'uctory for winch they are responsible. In addllion, the

equipment in this seetor is not well maintained, as much of thc moncy alloeated for !hi,

purpo,c is not spenl as plaJmed, but is wasted through corruption and poor accounting.

Private Seetor

The most productive of Ihc three categories is the private ~eClnr. This. as the term

sugge,t" lS made up of tho.le factorics owned by companie~ or entrepreneurs, Since the

owners of such factories are directly affected by !heir perfnrmaJlce, tlley take an adive

pari in pbnning, decision making, and management Most of these factorie, al~o have

machmery that 1, ,upcrior to those in the two other secton; becau,~ the nwncr~ arc well

aware of the cOimcclion betwecn their equipment and their profiL,.

The rural group or private textile producers includes operators of handloums and a

number of organilatiolls which employ rural women, sueh a~ BRAC, or the Bangladesh

Rural Advancement COllllllillee. The Handloom induslry provides employment ror a

large ,egment of the population of Banglade,h. The industry also supplies a large portiun

of the fabric required by the local market. Factories in thi~ seetor arc usually well looked

afler by the owners and are quite productive, eon,idering the equipment available.

However. the illferiority ul!heir machinery, mostly due to their narrow width, mcans that

the fabric produclion is ~l"w, and u~ually fall~ short of the quality needed Jor expon.
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3.2. Structure of Textile Industry of BanJ:ladesh

Ministry of Textile condw::led a survey In 1~95, Table 3, I. shows the structure of textile

industry of the country showing major ,ub-~cctor wise machine and production capacity.

TabJc-3.1: Structure of the Textile IndLl,trv of Ban~ladesh 1994-95):
Indnstry Uoits Installed Capacity Aonual ,*, of

1'~~,uClion Capacity
Ca acil'

A. Textile Spinning'
A.I, Ring: Spinning

PublIC Sector n 604.000 Spindles 42.50 millo. Kg 25.16'ih
Pm'atc Sector 100 2,390,032 Snindles JIX.20milln.K~~ 69,98%
Suh-Total: 127 2.994,032 Spindle, J60.70 milln. Kg 95.14'i'c

1\.,2.Rotol' Splnoiog
Pubhc Secto' 15 40,822 Rotol's 8,20 milln, Kg 4.86%
Private Sector 00 - -

Sub-Tolal: 15 40,822 Rotor> 8.20 milln. Kg 4.86%

ToJalofA: '" 168.90 milln. Kg 100%
H. Weaving:
B.I. Loom wilh Spinning
Unit> 8 2,370 looms 37.40 milln.mt, 4.69%

Public Sector 15 4.513 looms 91 .20 milln,mtr 1L43'ji;
Pnvate Sector
Sub-Total: " 6,883 looms 128,60 milln.mt, 16.12%

B.2. Weaving ill
Deeentrali7.ed Privale ,ector

Ordinary Power-Juom '" 7,432100IIlS 142,00 milln.mtr 17.80%
Specialized loom:
CUll,," 242 5.250 loom., 97.04 mil1n,mlr 12.17%
::. 'nthctic 745 21,318100IIlS 430.00 mill n,ml.- .'13.91%
::'ub.Total. 1,097 34,000 loom, 669.04 mil1n,mlr 83.88%

Total of B: 1,121 40,883 looms 7?7.64 milln mtr 100%

C. Halldloom~ 212.131 514,456 looms 925.00 milln.mtr 100%

D. H",icrylKnitting Units
Dome,lic 334 3.130 body mfc. J 15.00 mi1Jn,mtr 31,43%
Export .oricnted "'4 4,363 body m/e, 251.00 millll.mtr 68,57%

1,309 cir, lam
ToM: S", 366.00 miIJn.mtr 100%

E. DyeiRg, Printing &
Finishing 175 255.00 milln.JIltr 39.05%
Semi -Mcd"mizcd 7S 398,00 milln.mtr (,0.95%
Mechanizc(]
Total: 250 653.00 llliJIn.mtr 100%

Smll'oe' MJI""'-yof IWlle GOB.
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In 1994-95 total capacity of spinning mill was 16R.90 million kg out of which 118.20

million kg being about 70% wa.~under private seelor and dle rest 50.70 million kg being

30% wa., under Public Sector. Though in ,puming public sector mills capacity was about

30% "I'lotal capacity but in weaving it wa, only 37.40 million meter hemg 4,63% and lhe

rest 95.37% was in private sector. If we uldude the Handloom Sectur, which i, basically

a 100% pnvate own then the tutal _~hareof private sector in wcaving was 2.17% only. In

knitting and proees,ulg induslries (dyeing. prulting & 11m,hing) share or public ,ector

"'<I, almo,t zero. At that period lotal capacity of kni!lmg unit, wa, 366.00 million meter

uut o[ which 251.00 million meler hemg 68.57% wa, export oriented and the rc,t 115.00

million bemg 34.43% was fur dome,tic consumption. The capacity of processing

mdu,tl'ies \Vas 653,00 million meter out of which 398.00 meter being 60.95% was of

me<:!lani7.edmills and rest 255.00 million meter, being 39.05% was of ,cmi.mechani7.ed

milk A very few of the me<:!lanized mills was then being able to produce fabrics for

e~p()rl onented RMGs'.

3.3.1'resent Position of Spinninli: Industries

Our texlile .'pinning indu,tries <Iredivided into 2 (twu) seelOr~ or part8. One is public

Sector (BTMC) and the olher I" pnvate sector.

Alier 1994-95 no spinning units !la, been setup in public sector rather 3-unils having total

55,144 spindles have been laied-off and II-unit, having total 207 .500 ~pind1c, have been

closed. On the other hand, a total of 4o-spinrllng unit.s including 17-rotor spmning units

have been ~etup in private sector till 2002 with a total 650.940 ,pindles & 61,708 rotors

(cqlllva1ent to 617,080 ~piTlll1e,approximately). Be~ide~ these, 32 unil, in private sector

completed their BMRE by including a total 01' 152,332 spiDdle~ & 17,324 rotor~

(equivalent to 173,240 ~piJldles appro~imatcly) within the same period. The slructure of

spinning mill, in 2002 ,tand, as ShO'WDm Table 3.2,
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Table _ 3.2: SlruClllTeof Spinning Mills as on 2002;

lndu,try Units lmtalled Capacily Annual ProdllClionCapacily

I.Ring Spinning:

Puhlic Sector 13 341,156 Spindles

Pnvare Sector '" 3.193,304 Spindle.

& 26A64 Rotor,

Sub-Tolal: 159 3,534.660 Spindle>

& 26,464 Rotors 540.00 p,iIlion Kg

2. Rotor Sl'illllin~:
Public ~ec[()r 15 40,822 Rolors

PriValt Sector 13 52.568 Rotors

Suh-Tolal: 32 93.390 Rutors

Grand Toml: 191 3,534,660 Spipdles

& 119,834 Rotors

~olLrce, MmlSQy of Te.\t1Ie. GOll ami Bangladesh Texnle ;\11)1>A"oc,allon (IlTl\1A)

Among the ahove units some of the units are producing export quality yarns, The

produclion "apaeity of export quality yarn in 2002 is prescoted in Table 3.3.

Table - 3.3: Production C~nu~itv of Dltfcreot TVDe5of EXDort wlitv Yarn:
Type Capacity (in Million Kg)

For Knil Fabri,,> 200.00

For Woven f'abrics 95.00

For Terr)' Towel 25.00

Synthetic 10.00

Total; 320.00

Source: B.ngiado,1J 'i'cxtile Mill.' l\.ssoclJtion (BTMA),
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The production capacity of the spinning industries increased from 168.90 million kg to

540.00 milhon kg i.e, more than 3 times from 1994-95 w the end of 2002 and the total

credit goes l()ward~ our private entrepreneurs, The gro""th in production eapacJly of

,pinning indll,lrie, as well as prodnction during 1994-95 to 2001-2002 i~ presented in

Table 3.4.

Table - 3.4: Production Capacity and Production of Yam:
(Fi ure, in million kn)

Year Production Capacity Production

Capacity Growth Production Growth

1994-95 168.90 ~ 123.00 ~

1995-96 180.00 6.57% 132.00 7.32%

199697 220.00 22.22% 160.00 21.21%

1997-98 250.00 13.63% 179.00 11.87%

1998-99 349.00 40.00% 258.00 44.13%

19992000 443.00 25.14% 320.00 24.03%

2000-2001 470.00 10.63% 348.00 8.75%

200t-200l 520.00 10.64% 3S0.00 9.19%
S"""'C, R,nglade,h TcxlLlo ~1111.<As>o","llDll arThtA)

3.4. Present Structure of Weaving & Knitting Industries

Aftel' 1994-95 no weaving 01'knitting units ha, been set-upped in public sectur, bul at the

other hand about 165-weavin unit> and 28-knitting units have been ,et upped in privale

;tttor till 2002 with a lolal 6,210 shuttle-less looms, 17,960 shuLtie loom, and 683

circlliur knilling machine with all types of supporting machine" and mOSIof the old units

went for BMRE. The struernre of weaving & knitting mills in 2002 stands as shown in

Table 3.5,
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Table - 3.5: Slructure ol'Weaving & Knitting Mills as in 2002:

Imluslry Installed Capacily Annual Produetion Capaclly

A, Wea\ing:

1. Power Loom

Shulllc-lcss Loom 6,210

ShUllkLoom 39,905
1,13U million melcr

Sub-lola!. 46.115

2. Halldl(l(lm~ 574,000 975 million nlClcr

Total (A): 62U,l 15 looms 2,105 million melcr

B. Husiel'~'lKnittillg 3.227 Knilling Machine no milli"n Kg:

Source: 1langladesh Textile Mill> t\""oi.lirm (8 J'MA)

Total producti"n capacity u[ wOven fahrics increased to 2.105 million mctcr~ at the end

of 2002 from 1,722.64 million meter, as it was m 1994-95. Total growth in Ih" ~eetor

wlthin this pcriod was 22.19% only. The capacity or power loom units increa,ed lO 1,130

milliun nleler~ trom 799 million mcter, as it was in 1994-95. Some of the power loom

units are prodLlcing fahrics for exp0l1 oriented RMGs'. On the other hand, tOl.al

production capaeil y of hO'>leryI kmttmg units stunds al I ,440 million meters (320 million

kg) from 366 million meten, (g2 million kg) as it \Vas in 1994-95. Tolal growth in this

,ednr within lhi~ period was 293% and most of increa,ed capacity i~ being utilized for

producirlg Jabric.~for export oricnted RMG's,

Th~ production ~apacity of export quality woven & knil fubric~ arc shown in Table 3.6.

Tahle 3.6: Production Canacltv of Differenl Tvpes ofExnorl Qualilv Fabrics:
Type Capacity

Woven f'abrics 420 million meler

Knit Fabrics 260 million kg

~our".: R"ogla<k<hTexllk M,ll, A«oe'"[Ion (UTMA)
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3.5. Present Structure of Textile Pl"OcessingIndustries
Afler 1994-95 as in case of other sub-,cctors no textile procesi>ing umts has bccn set-up

in public sec lor. but at the othcr hand about 24-nos. of modem textile processing units for

"'oven fabric,>have been ,cmp in pnvatc sector till 2002 and a cun~idcrablc number of

old llnit> wenl for BMRE. BCSldc thcsc 28 numbers of mechaniled proccssing unit for

knit fabrics ha, been setup in private sector within this period. The ,>tmcturc of tcxtile

processing induslrie, ~hown in Table 3.7.

Tllble - 3,7: Slrucillre of Textile Processing Mill, :1, on 2002:

Indmlry Units Annllal Produclion Capacity

Mechalll7Ed 99
~~llli-lllochanil.Cd 197

Total: 296 1,025 million meter

~ource: Bangladesh Textlle M,n, A"O"'"tLon (RTMA)

Total capacity of our textile proces,ing lInil, increased to 1,025 million meler~ at the cnd

of 2002 from 653 millionllleters as it was in 1994-95. Total growth in this i>ectorwithin

lhi~ period was 57%. Thc prcscnt capacity of the procesi>ing unit~ is capable to process

the entire grey fabric, produccd by thc local industries.
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Chapter-IV

Present Position of Readymade Garment Industry in Bangladesh

4.1. Introduction

Thc glory that was in manufacturing und export of world famous Yudin and Nakshi

Kath" \vil1 perhaps never come back. B",t it is a mater of great sali~faetion that a new

fOllnd reputation has replaced some ul- lhat faded glory. It ha, put Bangladesh

~onvlTleingly in the industrial map of the world a~ we emerged in the world market a, one

of the major exporters of readymade garment>.

After independenl of our eountry when traditional item~ of export could not YIeld

expected re,ult, in lale 70s the govemment and a ,ection of - young, educateU and

dynamic entrepreneurs began to empha,ize on development of non-tradItional item, of

expurt. By the year 1983, readymade garment (RMG) emerged to be <lnon-traditional

e;.,.portoriented seelOr. most promising in the socioe~onomie context of the country_

Within u "horl penod of time, it has attained high importance in terms of ilS contribution

to GOP, foreign ex<:hange eaming, and employment and aho as vehicle of so<:ial

<:hange" Both domcstic and international environment [avollrcd the rapid growth of this

indlL~lry in Bangladesh. Thus the 100% export-oncnted RMG industry experienccd

phenomenal growth during the two decades.
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4.2.Gro,~th lind Contribution of RMG in the Economy of Bangladesh

The read)1nade garmcnt (RMG) indu>try 1Il Bangladesh has e.xpeneneed an

unprecedented growth over the last decade llnd half. Thc cxports of the industry accounts

for oyer 76% ot Bangladesh expon eamings in last li~cal ycar 2001-2002 which is US$

4.58 bilhon and provide 1.8 million people, of whom 80% are women workcrs. It

promole, !he development of other key ,ectOT> of the economy. including texllles.

banking. transportation and insurance. Several million more jobs in Bangladesh arc

linked to the garments ,ector.

The readymade gamlent sector has made the working womcn a matured, dlseiplined and

regimented 'Work-I'lrcc. Changc in women's ;ocial >lalu~ and their firm parlicipation in

hou>ehold ded,ion maklllg is the contribution or the gannent industry. Thi~ indu~try

hel]J~ the 'Women workforce in creating >avings and empowerment.

Bangladesh export; have reconled whstantiaJ increase in telm> of gros~ earnings. yet the

receipts thereof arc largely dominated by only four to five items of which the rcadymade

garment ~eetor contributes lion >hare. In fact. the country has become too much

dependent on tlJis induslry. Here question l1es how this indu>try will perform in future.

which i, deeply relaled to economic security of Banglade>h arter 2004,

Table-4.l show~ how RMG llldustry has become the single mO,l important industry in

term of foreign ex(;hange eamings over the ye3l's. However, a si~able part of this is based

on imporlS a~ raw malerial, or Intcrmediate materials to the industry.
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Table -4.1: Conlribution of RMG Export in the National Export Earnings:
Fiscal Year Export "f Apparel National Export of Percentage share of

items from Banglade<;h Bangladesh RMG io national
(value in million U5$) (valu~ in million U5$) export (%)

19R3-19M I 31.57 811.00 3.89

19R4-1985 116.2 934.43 12.44

1985-1986 131.48 819.21 16.05

1981'>-19R7 298,67 1076.61 27.74

1987-19R8 433,92 1231.20 35.24

1988-1989 471.09 )291,56 36.47

1989-1990 624.16 1923.70 32.45

1990-1991 866.82 1717.55 50.47

1991-1992 1182.57 1993.90 59.31

1992-1993 1445.02 2382.89 60.64

1993-1994 1555.79 2533.90 61.40

1994-1995 2228.35 3472.56 64,17

1995 1996 2547.13 3882.42 65,61

1996-1997 3001.25 4418.28 67,93

1997-1998 3781.94 5161.20 73.28

19\.18-199\.1 4019.98 5312.86 75.67

1999-2000 4349.41 5752.20 75.61

2000-2001 4859,83 6467.30 75.17

2001 2002 4583.75 5986.09 76.57

Source: E'port Pronlolion BUTeau(EPB)
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Figure 4.1: Growth of RMGExport
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In 1978 the RMG industry was started its operation in Bangladesh with nine enterprises

and has grown at a blistering pace since, lISindicated in Figure 4.1.

The growth rate in last IO-ycars is slightly more than 200% and annual average growth

rate was 14.40%. This phenomenal growth is due lmgely to the simple level of

technology required in the industry. The machinery is relatively inexpensive and easily

available. In addition, gannent producers can operate in smaller premises than those

required by most of the processes in the textile industry. On top of this, Bangladesh has

an abundant supply of cheap labor consisting mostly of women for whom this is one of

the most suitable forms of employment.
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These factors. as well a, inceTltives such as liberal trade ]Jolicie,. low tariffs on imported

machinery, and bunded warehouse facilities, which allow the importation of raw

materials to be processed fO[ expurl have done much to facilitate the growth of the

garmcnt industry. However, probably the most important factur in thi<; growth is the

benefit of reserved markels that BaTlgladesh enjoys under the Multi Fiber Arrangements,

or MFA.

The Textde expOlting nmioru; in the wurld Callunder the trading conditions determined

by the J\.1FA,which i<;included in the General Agreement for Tariff and Taxation, or

GATr, According to the MFA, developed nations are rel]uired to guarantee the import of

a certain amount of their textile needs from developing nations. For example, the United

State~ may have a<;signed the production of a certain amount of textiles to Bangladesh.

Thio would mean that countries such as Bangladesh nre a<;;mreda market for a specified

number uf yard> of textiles each year. This agreement served to limit dIe dominnnee of

the textile induslrie, in the more developed world by limiting their share of tbe global

market,

In addition, Bangladesb's gannmt exporters enjoy the privilege or' quota-free entry into

the EuropeQn Union, or EU, whereas their major competitor:'<, such as China, India,

Indone,ia, Paki,tan, Sri Lanka. and Thailand, are subjected to the restrictions of an

a<;~lgncdquota. A, a result Bangladesh is able to e-"port everyllung that it produces, while

it, more developed competitors are limited 10 >peeilie amount, assigned through quotas.

4.3. Export ofl\-1ain App:uclltcms

The main apparel ilem> exported from Bangladesh are Shirt, T-Shirt, Trou<;ers, Jacket.>&

S",e~teL The yenr wise pOSltion of export of these items (from year 1997-98 to 2001-

2002) io gi\en in Table-4.2. Tahle 4.3 shows dle relative share of different apparel items.

Tt uppear, lhat the prodlIet mlX of RMG industry is not changing 1Il1Ieh.Most of these

products arc at the lower end of product >peetrum.



Table -4.2: Export of Main Appareillems:
II" Million US$)

Year Shin Trouser Jatkets T-Shirt Sweater Othe,-, Total

]997-1998 961.13 333.28 467.19 388.50 296.29 1335.55 3781.94

1998-1999 1043.11 394.85 393.44 471.88 271.70 I44S.00 4019.98

1999-2000 1021.17 484.06 439.77 563.58 325-07 1515.76 4349.41

12000-2001 1073,59 656.33 573.74 597.42 476.87 1481.88 4859.R3

2001-2002 871,21 630.61 412.34 'i4ti.2R 517.83 1599.48 4583.7'i

Growth - 9.J(,% 91.01% -11.74% 40,61% 74.77% 19,76% 21.20%

( 1997_2002)

Source: Bangladesh Garments Manufacture,. and ExporlCTSA"nciation (BGMEA)

Tablc--4.3: PcrCCll1ae of Exnort of Main Anl)llrel Items:
Year Shirt Trouser Jackets T-Shlrt Sweater Others Total

1997-1998 25.41% 8.81'k 12.35% 10.27% 7.83% 35.31% 100%

1998-1999 25,95% I 9.82% 9.79% 11.74% 6.76% 35.95% 100%

1999-2000 23.48% 11.13% 10.11% 12.%% 7.47% 34.85% 100%

2000-2001 22,09% 13.51% 11.81% 12,29% 9.8i% 30.4')% 100''-''

2001-2002 19,01% 13.89% 9.00% 11.92% i 1.30Q, 34.89% 100%
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Figure-4.2: Main Apparel Items Exported from Bangladesh
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4.4. The Sirellb>thsof RMG Sector
The competitive strength of a firm or a company in the market depends 011 its specific

comparative advantages which its competitors do not have. A particular uniqueness of a

supplier shapes up its strategic advantage profile. ill case of Bangladesh, this uniqueness

is the unlimited availability of ullUSually cheap but usable workforce. It is the abundant

supply of comparatively cheap workforce that stands out as the most significant ~1fength.

4.5. The Weakness ofRMG Sector
The weakest point of the Bangladesh apparel / RMG industry is thai it is still at the mercy

of the external suppliers of its main raw materials, namely the fabrics. Presently

Bangladesh has a limited capacity to produce fabrics required by the RMG factories.

High dependence on external sources makes Bangladesh extremely vulnerable. As

opposed to this, her competitors, India, Pakistan, Thailand, Malaysia and other countries

have their textile mills which can produce quality fabrics for the respective apparel

industries.
22



4.6. Impact ofl\fFA & WTO on our RMG

Multi Fiber Agreement (MI<'A)

TIle internallonal t1'3dein textiles and clothing i> clIrrently guided by various re>trictions

on a global or rcglOnai basis, Although MFN (most-ra~ored nation treatment, which

means non-discrimination treating virtually everyone equally) was the basi<: principal

under the GAlT, it i, hardly the case, Almostlhe entire trade in textiles and dothing has

bEtH sllhjected to llliateral quotas negotiated under the MlIlti Fiber Agreement CMFA).

MFA i, an international. arrangement rcached by the major textlie importing and

exponing commie, on le.\li1e trade nndcr the auspices of the GAIT. It was concluded at

the end of 1973 and c,llne into elT""t from I" January 1974 was renewed in December

1977, in De~ember 1981, again in July 1986 and lastly in July 1991. Th,S is basically

,ueccoocd the Long Term Agreement on International Tradc in Cotton textiles ('The

LTA') which had becn in effect since 1962. Whereas the LTA applied only to colton

te.\tiles. Ihe MFA also applies to wool, man-made fiber, amI silk blend and vegetable

fiber textile, and apparel products.

Tbe MFA dehne.1 textiles as yarns, piece-good:" made-LIp articles, garments, and other

products made of calton, wool, man-made fiber" or b1cnd~ dlereof. in which;my or all ot

Ihose libers lTlcombmatlon repre~ent citbcr thc chief value of the fibers or 50% or more

by "eigbl (or 17% or more by weight for wool) of the product,

The main features of the arrangemclll arc as follows:

1. "lhe right of the imponing countrieo to impose unilateral rcstrictions W<Ii;

,tTengthened.

2. More favonrahle treatment "la, to be accorded to :,mall suppliers. new entrant~, cotton

and wool-based ex-porlmg countries and LDCs.

3. The Texlile Surveillance Board (TSll) was empowered to mlerpret relcvant

provisions of the Arrangement.
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Bangladesh', large,t customer, in the USA and the EU take advlUlmges of such banier,

now to limit the exporters of JIlallYcounrrie, like China, India, Pakistan ~ml Indonesia.

But Bangl"de,h is in ~ f~vourb1e p()~ition under MFA as it allows greater market access

as T.DC B~Ilglade"h ha, a vcry high quora in the US and also has no duty and no quora in

IheEU.

Word Trade Organization ('ITO)

Tn2005 WTO regulation~ w1l1comc into force, consequently:MFA will pha,c out and the

quanlit~ti\'e restriction (Quota sy~tcm) will also be phased out and as such a

comprehensive vacuum will create to capture this new quora free markel. Bangladesh, in

addition to enhance its cuneut market share, will have to race to fill tllis vacuum,

Banglade.\h prescntly is a price competitive ~pp~re1s producing and exporting country.

But atter phasing out of MFA. it may lose thi:. competitive advantage unle,s effective

appl'Opriate co,t reduction ,trategie:. ~re not taken. Beeau~e (a) after 2004, the Humber of

low eo~t apparel producing country will increase as the garment indLlstry is an easy, less

lTlve~ITIlcntintensivc industry and also economic primer for developing economics (b)

raw cmton producing and ,e1f-sufficicnt backward linkage industrial countries will

efficienll}, supply the apparel prodLlcts 10 thc US market dlat Bangladesh are o::urremly

avmling this opportunity.

4.7. Opporlunities of RMG

There are a hosl of thing, 10 be done to reduce the ~ost of prodLlctlOn as well as enhance

the current market share in dle US and other markels. To ,ohe the prohkms, wc must

reach a unique con,ensus to protect the adverse market silUation that may he arisc in

2005. The following ,tep, may be taken for the :.unhal and expan~ion of our RMG

export in the o::ompetitiveglobal market.
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1I. Internal Issues
!nlemal problem<; include cost reduction strategies, establishing backward linkages,

ensuring efficient management of pUrlS and attaining political consensus on treating

RMG liS u lop priority lind to keep it OUlof all sorts of political disturbam;e.

a.I. Cost Reduction StrategJ"

The labour productivity in RMG is lower than counuies j,ke China, Korea or even Sri

Lanka. Worker> must be trained and well motivated to increa<;c productivity.

Necessary,steps must be taken at tho;:industry level to train and motivate workers.

Improved Working Conditions better terms uf employment, timely over lime

payment. health Care servIces, etc. arc likely to motivate worker which in turn will

improve productivity. ProductiVIty increase eventually decreases cost.

Pre~eIllly Bangladesh unports 80% of woven fabric, and 20% of the knit fabric~.

ClInently fabric, are impolted from cO\lntrie~ like India, South Korea. Hong Kung.

Singapore, Thaliand. Indonesia, Taiwan, China, etc. Be~ides, delay in importing and

exporling at lhe Port and Custom, increases cost of doing busine,s. By minimizing

such delay, cost can he reduced.

In the lIltc1'llational competition, Bangladesh is lagging hehind in the readymade

g,mnen!> ,ector, due to larger lead lime. At pre,enl, it takes 90-120 days in the export

oriented garments indu,try, as Bangladesh has to import mo~t of fahrie, Llsedby its

garments industrie.\.

The tum around time in Chittagong POlt is longer than major part~ 01 the world due to

different internal problem~ which aha innea~e the lead time of our RMG. Port

c~pacity ~nd port management TTllIstbe improved if Bangladesh wanlli tu redlIce lead-

time.
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a.2 Establish Backward Linkage~:

Clm-elltly, textile industries of Bangladesh ern] ,upply only 20% of the woven fabrics

re<jLIlTementand ahout 1;0% of the knit fabrics requirement of the export-oriented

RMG llldu,try. There is a huge dem3nd-,upply gap uf fabrics in the woven ,ector.

After 2004, i.e. after the phase out of Multi-fibre Arrangem~nt (MFA), there will be no

quota. So, the immediate effects on Bangladesh will h~ a~ follows:

The T~xtil~ producing giants like Pakistan, India. China, Hong Kong, Indonesia

~te. hav~ ,tarted to set up fOlward linkage garm~nt industries and ship OLIl

apparels up to their maximum limit~. So, Bangladesh will be in strong

competition with them.

In thi, context, these tr~dilional fabric sources (Import) for Bangl~desh may not

supply ,ufficient fabric" as they wIll produce fabric for their own garment

indu,tries to get the maximum benefits. of free-lrade regime and higher valLIe

addition. Bangl~de,h m~}' nol get the fahrie 1Ilcompetitive price,

Narurally lead-time of Banglad,:"hi indll~tries will be longer than that of lt~

eODlpeti(on; like China, India, PaJ(lstan, Indonesia etc. who ar,:, rrllleh more

developed in textile" Pres,:,nt lead-lime of Bangladeshi illdu~trie~ is around 90-

120 day'>, "her,:, a~ il, eompetitor~ arc offering shorter lead-time of only 45-60

day~.

Therefore, Bangladesh ~hall have to concentrate on e,tablishing haekward

linkage textile mdustries 10feed the garment industry's demand.

a.3 Ensuring efficient management of Ports

Banglade~h garment export in volume is increa,ing @ 15% for the la,t20 years, The

taellities of Chmagong Port have not increased at the ,arne rate. TIle handling

capacity of Chlttagong Port is 0.15 nlillion TED (Twenty Equivalent Units). whereas

in 2001 Chittagong Port handled about 0.48 million TEU [Ref: 12]. The conlainer
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kept ,tuck up In thc port and many cont.1iners waiting for 15-20 days which arc

reqmred to be released within three days. Bangladesh ha~e exported 101 million

dozens, 111 million dozcns, 124 million dozens and 120 million do>:ens of apparcl in

thc ycar 1995-99. 1999-2000, 2000-2001 and 2001-2002 re'pectil'c!Y, dcpcnding

only OIlCluttagong Port, Similar delay happening in case of imports. Raw materials

remain idle in the container at Chittagong Pun for 10-15 day,.

b. External issues

External issues are tho>e over which Bangbdesh ha, no dircct control to ,olve. At best

il can inlluenee through her policies and bilateral and multilateral negotiations. Thcse

i,oues include: mlense competillon from low cost sources, frequent policy changcs of

importing countries, illlroductioll of new USA policy like TDA 2000, bilateral and

multilateral agreements between importing & exporting countries. global recession

and the tcrrorist attacks in the USA on 11 Septemher 2001, which also affected the

global economy, The garments export i" for the Ilrst time, showing negative growth.

Hence Bangladesh should go for product and market diversitieation and compliance

wlth scnsitive ;;oeial issues.

hI Producl Di,en;irication:

RMG producliun i, concentraled in a relatively limited rangc of products such as

Shirts, T-,hirt, Trom;ers and Shorts, To bc intcrnationally competitive, Bangladesh

needs to expand its product range and ,hould begin producing fashion-wcar and

higher value added item,. Product diver,ification is essential to Illcctthe challenges

of the post-MFA world,

Sufficient cap~city building is required fllr ,uch diver:sification, which involves

improving ,kill, such as [a:;hion de,ign and cuttmg as well as upgrading technology.

b.2.Market Diversification:

Bangladcsh has so far cxported apparel, to almost 85 countries_ BUl it~ export is

concentrated only 11ltwo largc markcts, USA and EU, because of larger quotas

granted by USA and GSP prlVlleges proVIded hy EU. Morc than 95% of Banglade,hi
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garmenl' are exported to these two markets. Canada as a single country buys about

2.3% 01'ouf lOtal export, Trend of RMG export to the USA and EU are shown in

Table 4.4.

T3b!c-4.4: Trend of Rl\-lG export to the USA 3nd EU:

Year Export, to the USA Exports to the EU Comhined share of the

3Sa % total e;,.port as a % of total export US and Eli export ('Yo)

1991-92 49.14% 46,42% 95.56%

1992-93 I 4R.72% 45,69% 94.41%

1993-94 3U.OH% 55.43% 93,51%

1994-95 45.15% 49.36% 94.51%

199)-96 39.33% 55.17% 94.50%

19%-97 41.49% 54.11% 95.60%

1S197.98 44.23% 51.14'J't 95.35%

199899 43.24% 52.38% 95.62%

1999-2000 45,83% 49.93% 95.76%

20W-20U 1 45,24% 50.49% 95.73%

~OUTce:BaTlgl"do,iJ GOl'mem, l\lanufaCUll'el' and E~porters A"OCLa!lon (BGMEi\)

The above table shows the export ;hare to the USA is 45.24% in 20UO-2UOIwhich is

3.74% less dUll that ofdle year 1991-1992. However, the eorrespondmg share to the

Ell has experienced an increa;e o[ 4.09% than the year 1991-92. Thus, the incremenl

in the EU ;hare has simply replaced the declining share in the USA market, which

suggests that instead of diversification, Banglade~h's export market has still remained

concentrated in these two area; over the past decade.

Recently Canada ha, pmvlded dmy and quota free acces; of apparel, from

Banglade,h to C3nadi3n market. Bangladesh should try to expand our market share to

C3nada whieh is now only 2.3%, Japan and Rus,ia are 31;mtwo n13jor importers of

apparel. Bangladesh should also try to capture the,e two markets widl all its efforts.
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4,8. SAARC Regiunal Cumulation and Bangladesh

The lssue of Regional Cumulation for SAARC countrieo W<lS[ir,t mooted in early

1990, when a Memorandum of Understanding (MOU) W<l,signed betwe~n European

lhuon and SAARC, which called for fostering gre<lter e<:onomi~ cooperation bet\veen

the two r~gional groupings, Under EC-GSP scheme, regional cumulation i,

perrnis,ible ,uhjeet to certain conditions, on a regiunal ba<;is, Such regional

cumulation allows that, IIlilterials or parts imported by a member country of a regional

grOLlpingwill he con,idered as originating products of the COLlntryof manufacture and

not wsIhird <:(lllTltr)'inpLlI<;,

There is different opinion ~bOllt the elfeCI of SAARC Cumul~tion. According to

FlGMEA, .\mcc capacity of our local textile mills is inadequate to support the RMG',

bulk of raw malenal, for RMG has to be imported. UTlder the EC-ROO (two stage

local conversion), bldk ul' BaTlgladesh's exports of apparel> to EC are not eligible for

prefercntial treatment under EC-GSP, If the Regional Cumulation (RC) is allowed,

Banglade,h's RMG could enhance its <:ompetillvenes, in the global market. On the

other hand BTMA reckuno thai under government pmronage, and thanks to

mdlgenous entrepreneurial inwlvemenl, the backward linkage indu,trie~ in the textile

have be<:n gradually coming up oyer the recent pa.,1. Prolection 3nd promotion have

played a crucial role in tbi, emergence, Such supports measores need to be contlllucd

for further growth of the textile sector. The apprehen~ion of BTMA is that once

Bunglade,h Join, to RC, comparative advantage of the local textiles sector will be lost

siTlce exporter.' will be able 10 3vail preferential treatment under EC-GSP even when

they lmport fahnc~ from regional countries, As a re,u1t, local lexllie indnstry's

growth will be impeded,

Oue important asp~cl of the provision which appear to have been ignored by both the

proponents and opponent, of RC relmed to two subtle, but important condition;

which inform preferential treatment under RC. According ROO of EC's GSP policy.

the country of origin of the final prudud, is being detennined a; follow~;
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"\\'hen goods originating 10 a country which is a regional gruup are workcd or

proce,sed in another l.'ounlry of the regional group, thcy shall have the ongin of thc

country of the regional group where the Im;l working or processing was l.'arried out

provided that :

(I) the value added there is greater than Ihc highest custom, value or' thc products

used originating in any of th~ other countries of the regional group, and

(2) the working or prol.'es,ing carried out there exceeds that set out in article 70

(in<;ufficicnt working or processing) and, in the case of textile products, also those

operations referred to at annex 16 of th~ ECC." [Ref: t41

When thc abovc mentioned conditions are not ~ati<;ficd, dle prodllcts shall have the

origm of the counlry of the regional group which aceowlt, for the highe~t customs

valu~ of the originating product; coming from other eountric~ of the regional group.

TIlCcondition~ ,et out for acce,sing EC-GSP under RC are of crudal importance for

Bangladesh. A,. 10l.'ai value addItion of Baugladesh'; RMG product~ \vhich ll,e

imported fabrics is about 25-30 percent only of the total value of exports. So, in case

of imponed fahr;l.'s GSP margin for Bangladesh will be calculated at lh~ rate which is

eligible for lhe suppher of fabrics and if the fabrics is import~d from India or Pakistan

which fall into dle category of 'developing countr{ 11 will be 15% duty drawback on

12,50% tariff rate in,tea<! of 100% duty drawback on the tariff rate. Thus, RMG made

in Bangialiesh !i'om imported fabrics from India I Paki,lan WIll be eligible for duty

waiver of ahout 1.9%. TIle EC importers willslill have to pay a <luly of 10.6%. Thus.

actual effcetive margin to be accrued under RC will not be very significant for

Bangladesh in present context.

On dle other hand, once a RMG unit wh,ll!U!CS 1l~local fabrics sourcing by regional

one, it will not be entititled \0 the cash incentive currently available (presently it is

10% on export value) using for deemed exports of local textiles.
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But as local textile mills are not sufficient to ,upport the RMG and even ean not

lulfillmnre lhal40% of labrie, and yam demand in'pile of eon,iderablc growth in the

,edor since 1995. il will be unwise 10 ,ay !hal local textile mills wIll be gl'Ownup

~llch a level Lhal il Can ("llifillLhe IOlal demand of textile (fahne~ and Y31'Il)loc31 &

export nmrket within a shOlt time.

From the above dl.\eu<;sion it can be concluded that SAARC Cumulation will help

Banglashi RMGs' at leustto some extent to maintain it, present export leveL
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Chapter-V

Demand of our Textile Products

5.1. Introduction
T~xtile Industries of Bangladesh are divided m two parts - one part is producing fabrics

lor Iveal ~on~umptlon i.e. for domcstic market & the other part is for expvr1 oriented

rcady-made garmcnts, So, the demand analysis for yam & fabrics has becn worked ont

scparately for domcstic market and for export market.

5.2. Projection of Domestic Demand for Fabrics and Yam

Domestic demand means domestic effective demand. There are different ways to estimate

domestIc effective demand for fabric, can be estimated by relating consumption of

I'abric,>to the growth of incom~, mcomc elasticity of demand for fabric" growth of

pnpulatlOn and other related factors at a patticular year assuming n<Jlmal fabrics price.

Thc projcctcd domcstic dcmand has been estimated using the following lonnula IRef' t51

Dt =Do l(l+N ,G)n J P
\Vh~re,

Dl = Demand for alltype, or Cloth

Do= Per capita effectIve dcmand of all type of eloth in the base year (1997-98 as

published data is a\'ailable upto this period)

N = Incvme elasticity vf demand ror alltypes or cloth

G = Average annual rate of growth of per capita income

n " Number of ycars (n=O in ba~e ycar) and

P = Population of the ycar of which effective demand for doth is being estiIllilted

Once the e1Tective demand lor fabrics is estimated, one can obtain the yarn equivalent

a;~ummg that lkg vf yam ~an pruduce 8 melers of fabrics of 43/44" width on average

rRef, l]
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Projected demand for fabrics has been estimated u>ing the above fonnulae on the basis of

Ihe followmg a,~umptlOn~:

I. Per capita elfeClive demand of all type, of cloth (Do) in the ba>e year 1997-91;

(available published data) has been estimated from the lotal availability of

fabrics (it wa, 1558.20 million meter in 1997-98) & the popu1<ltion (it wa~

126,50 million in 1997-98) by dividing the 1st one by the 2nd one and the

re,u1t found j; 12.32 meter> [Ref: 6],

ll. Dunng the 5th Five Year Plan (1998.2002) of B<mgladesh, it is projected to

grow (GDP) at about 7% per annum. Actual average growth rate for la,t 4-

years (1997-98 to 2000-2001) was 5.300/0 [Ref, 71 . So, the annual rate of

growth (G) of per capita income i> assumed at 5.30%.

Ill, lnemne cla,ucity (N) of demand for f,lbries has been assumed to be 0.8

[Ref: 15J-

Iv. Population of the base year (1997-98) i; <l;sumoo 12fi.5Dmillion [Ref: 6].

\'. Growth rale of populalioll is assumed at 1.50% per annum (last year's growth

rale "a, ahout 1.77%) IRef: bJ,

U~ing the formulae and thc a~sumplions, domestic dem,md of labries and yarn have been

e,limated for the period 1991;-99 102DU4-2005 are shown below:

Table-4,1: Projected Demand of Fabrics and Yarn tor Domestic Market:
Yea" Pt'puialinn Demand in me Equivaiell1 Yarn Per capila Clulh

(m mlliion) Year (Dt) (ill million Kg) Consumplion (in mel",,)
(In million. Meter)

1997-98 126.50 155~.20 194.78 12,32

19'18-99 128.40 1648.93 206.12 12,84

1999-2000 nO.32 1744.63 218,08 n 39

2000-2001 132.28 1845.88 23073 13.95

2(MJI-2002 134,26 1'153,00 244,13 14,55

2002-2003 136.28 20(,(,35 258,29 15.16

20O:J-2U04 138.32 2186,27 273.28 15.81

2()[14-2005 140.40 2313,15 289.14 16.48
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5.3. I'rojcction of Demand for Fabrics and Yarn fur Expnrt

5.3.<1. Fabrics Consumed by Export Oriented RMG

In the year 1990-91 fabrico and yarn com.nmed by the RMGs' were 563.51 million

meters and 93.92 million kg respectively which increased to 2526.00 million meters

420.87 million meters in thc year 2001-20D2. Thc ycar Wl,C consumption are shown in

Table 5,2.

Table-5.2: Con,nmption of Fabrics & Yarn by Export Oriented RJ\.lG:

Year Export m QuantIty of RJ,..fG Consum lion
Million US$ Exported Fabrics Yam

(Mill LOnD07.ens) (Million Meter) (Million K~)

I 1990.1991 866.82 30.57 563.51 93.92

I 1991-1~92 118257 40.0() 737.6X 122.95

1992 - 1993 1445.02 46.71 859.53 143.25

1993-1994 1555.79 45,17 830.92 138.49

1994 - 1995 22n.35 62.51 1149.73 191.62

1995 - 1996 2547.13 72.01 1321.57 220.26

1996-1997 3001.25 RO99 14R5 (,1 247.60

1997-1998 3781.94 98.19 1801.53 300.25

1998-1999 4019,9g 101.45 1859.79 30~.97

1999 - 2000 4349.41 111.90 2049.03 341.50

2000 - 2001 4X5'H3 124.02 2262.70 377.00

20(H - 2002 4583.75 140.44 2526.00 420,87

Source' Bangladesh G"men!S II-funnfaelllrers0110Expol'tersAssoe,atlOn(DGMEA) rDATEXPO 2002]

Table-5.3: COIl~lLrnpli()n o[Woven & Knit Fabrics by Export Oriented RMG:

(Quantity in MIllion Meter)

Year Woven Growth. Knit Growth Total

1997-1998 1193 ~ 609 ~ I~U2

[998-1999 1179 -1.17% 681 11.82% 1860

1999 - 2000 1234 4.66% m 19.68% 2049
20<10 20tH 1317 6.73e.., 946 16.07% 2263

2001 2002 13M 5.2N 1140 2051% 2526

~o"r~", B,ogl"de,h G",rnent, Manuf"cturer>and Exporters A"OCla1l0n(BGMEA)
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Figure-5.1: C(I!ISumptiOllof Fabrics by Export Orienter RMG
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5.3.b. Projtcted Demand:
In the inIernational competition Bangladesh lags behind in the RMG sector, due to lead-

time and this is due to our dependence on import base rlJWmaterials specially fabrics. Till

now our textile industries can supply only 40-45% (70-S0% knit & about 15% woven) of

total fubrics requirement.

By applying the regression analysis (least squares method) on the past data the projected

requirement of fabrics for export market for the period 2002-2003 to 2005_2006is shown

in Table-SA.

35

Tab1e-S,4: Projected Demand ofFabrlcs for export oriented RMG:

Assumption: 7 meters of wovw fabric, and4.SO meters ofkmt faOOr, CEiIIhe I""'luced "" flV<ngC from t kg of yam
lRef: t]

Woven Fabrics Knit FabriC:', Total FalniC:ri Equivalent : ~
(Million Meter) (Million Meter {MillionMeter (MillIon K

2002 2003 ]424 1314 2738 495
2003-2004 '954 IS39 3023 554
2004-2005 1546 ]803 3349 621



5.4. Totall>rojected Demand for Fabrics and Yam

Considering the e,timated local demand & export demand for yam a<;proJccted above,

the total potential demand for yam i, given in the following table:

Tahle- 5.5: Total Projected Demand of Fabrics & Yarn:

Year Demand of Fabrics in Million Meter Demand of Ymn in Million Kg

Domestic Export Total Dome,tic EXPOTt Toml

2002-2003 2066 2738 'S'" "" 495 753

2003-2004 2186 3023 seQ<) 273 554 "'7

2004-2005 2313 3349 5662 289 621 910

11appears from the above table that dle total demand [or fabrics & yam in Bangladesh

will slilnds 10 5662 miliioTl meter & 9lD million kg respectively in 2004-2005 from

present (2001-2002) demand of 4479 million meter & 665 million kg.



Chapter.VI

Expected Supply and Demand-Supply Gap of Textile Prodllds in Bangladesh

6.1.lnlrodudion

The phenomen~l eJ..pansion or' the RMG industry in Bangl~de~h and the dramatie increa;,e

1Jlthe population in addition to an in~reased ~tandard of living in the ~OI.lJltryIw; led to a

large demand of fabrics and consequently yarns. However, the ,upply ~ide did not

develop at a matching pace. This chapter looks ~t the development of produ~tion faeihlies

of yarn and f~bri~, in the ~OllTltryand assesses the demand-supply gap.

6.2 Supply Position

Prom the present structure of the textile industries a~ described in the earlier discussion

"e found the capacity of the different pari of textile industries are shown in tahle 6.1.

Table-6.1: Total Pre,ent (December 2002) Production Capacity of Textile Industries:

lndumy Instalie,] Annual Production Capaclt,

Capacity up,'rt Quality For Domestic nse Tolal

Spinning 3.534.660 320 Milhon Kg ?2tl Miilion Kg 54D Million Kg
Spindk< &
119,854 RoW.

Weaving
p,,,,,,, U,orn 46.115 Looms 420 MiUion ),Ietm 7 I0 M,llion M~lL"rS 1,130 l'.llllinn Mele"

Hand Loom 574,000 Loom, n5 MiHion Meters 975 Million Meters

TOlal: 620,il5worn, 42() ~lilli"n Mete" I ,685 Million Meters 2,105 Million Meter

Knittmg 3,227 Knitting ~611Million Kg 60 Million Kg 320 Million Kg
Jl.fachine (t, t 70 MillionMeters) (420 MilltollMeters) (t ..190 MillinnMotm)

]f the abovc lndu<;lries can utilizc 80% of their capacity in average thcn IOwl supply of

textile products \vil1 be as under:
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. (2002)T '1 Iud,[T 'I P ddS" "~_. "~".c' '0 exl] e ro ud, rom our CXlJe ustne,
TndllSlI'y Annual Prodoction

Export Quality For Dome.,tic u,e TOlHI

I. Yom 25~ Million Kg 176 Million Kg 432 Million Kg

2. Fabri~s.

WO\'en Fabrics 336 Million Meters 1.348 Mlllion Mete" 1,684 Million Meter

Knit I'ahncs 20H "lillion Kg 48 Million Kg 25(, Million Kg

(936 Million Meters) (336 Million Meter,) (1,272 Million Mete")

TOlal(2): L272Mllllon Meter< 1,684 Million Meters 2,956 Million Meters

T bl 6? E

6.3 Demand Position

From the projection done in thc previous chapter the projected totHI demand uf dilTerent

textile products fur the years 2002-2003 to 2(Xl4-2U05 are shown in Table-n.3.

Table- 6.3: Total Proiecled Demand of Fabncs & Yarn:
Year Demand ofFahric.< in Million Meler Demand of yarn in Million Kg

Domeslic Export Total Domestic E~port Tola]

2(J()2-2003 2066 2738 "'" "" 495 753

2003-2[W14 2186 3023 5209 273 554 827

2004.2005 2313 1349 5662 289 6" 910

I Ref: l1nptCI_ VJ

The break-up of demand of woyen & knit fabri<:, for the year 2004-2005 for export

lll<lrket through RMG and for dome,lic markel are shown in Table - 6.4.

Table-6.4: Requirement of Woven & Knit F<lbric, for the Year 20D4-20()5:

(Quantity in MitJion Meter)

Woven Knit Tota!

For Export Market J ,546 1,803 3,349

POl'Domestic Market 1.9G6 '" 2,3 13

TOlal. 3,512 2,150 5,662

[Ret: CIl,W' - VI

.'I»llpmtioll: Demand of knit fahric, for domestic market is about 15% of tOlal demand. [Ref, ]1



6.4 Demand-Supply Gap

From the ahove analy"is the proJceted demand & expectcd supply from the existing

project" d~mand-"upply gap of dltf~rent t~xtilc products as it will be in 2004-2005

conSld~nng that th~ no n~w unit will h~ e"tahh"hcd or expansion of any of the existing

Lmit~will boo mad" ar~ ~hOWllill Table 1i.5.

Tablc 1i.5: Proiceted Demalld-SllDDlv GaD as it will be in 2004-2005:
Product For Export Market For Domestic Market Total

Demanu Supply Gap Demand Supply G," Demand Supply Gap

Yarn (,21 25(, 365 2S9 '" ,n 9.0 432 478
(1),1,11,,," K,)
Fahric,
(M,U,Qa
Meter)

Wovell 1,546 336 1.210 1,91i1i 1,348 6>8 3,512 1.684 t,S2S
Pilbl'lcS
Knit 1,803 936 867 347 336 " 2,150 1,272 878
Fabric,
Total' 3,349 1,272 2.077 2,3 t3 t,684 629 5,662 2,956 2,706
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Chapter-VII

Self-sufficiency in Tcxtile Products by 2004

7.11ntroouction

From the previous di"Cll",ion~ it i, clear that therc is no other alternative lhan to decrease

produclion co,t of our RMG \0 compete in the world market after 2004. Reduction of

co,t can be aU.amed hy reducing lead-lime establhhing backward linkage industries

specially texlile industnes. It i~ also observed that producing t.extl1edome,lically reUU\;w

the cost of production,

7.2 Nnmber of Different Type of Textile
Industries to be set-up to fnlfill the Demand

From the previous chapter we found lhal there will be a supply gap of 361 million kg

yarn and 2,535 million meier of [,Ibrie" To hecome self sufficient in textile pl'Oducls

within 2004-2005 we have to set-up more spinning and weaving, dyeing-finishing &

kllltting unil" The number of different types u[ textile unit~ required 10 be ,el-up are

deduce in the following:

7.2.1 A,sumptions:

a. Spinning Unil~-

TIle initwl operallon of a Spinning mill is sorting & cleaning of colton which is done

in lhe hlow room. An average standard size of blow roum is deRlgnoo to support upro

25,OO()spindles or equivalent. Moreover the total co,t of a blow room machinery is

aboul 10% of total machinery cost. As such a spinning mill having less than 25,000

,pindle, will keep the blow room under utili,£d. It iRtherefore apparent thal a project

having less than 25,000 ~pindle, will not be technically & financially viable.
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The SOUl'eesof fund for setting up of a project are the equity of the entrepreneurs,

fund against public offering i.e. the capital maTkel and loan from bank or other

financial institution. But as per pre;ent rule of Bangladesh a company cun not draw

fund from capital market through public "ffering to st3rt its business. A comp~ny can

only go for public offering after success[lll completion of liS 2-ycars of operation. A,

such to start a new project in Bangladesh entrepreneurs have to go for loan from

bank.

A spuUlmg mill capable to produce export quality yarn required ~ lotal fixed

investment of Tk.700.oo million and working capital investment of TIc 200.00

rmll10n approximately. Entrepreneun; of Bangladesh 3re not able to meet thi, huge

eXpendIture and have to go 1'01'bank financing. Most of tile cases the entrepreneur,

are being able to bear upw 30% of the total eost and for the rest 70% (fk.630.0{)

million approx.) dley have to go for bank', fmaJlelllg.

But according to present restriclion on investment criteria a single bank can not

provide funded loan more that 25% of its eqully. As such to give supporl ~olely to a

,pilUling mill of above merlli'lfled type a Bank should have al least Tk. 2500.00

million a, equily. UnfortlUlatc1y, only 2 or 3 bank's of Bangladesh have this amount

of equity.

A>;such a project with a capacity of more than 25,000 spindles can rlot he easily

financed by many banks operating in the country.

l'rom the size of the spirming mills which were ~et-up in lasl 2-ycars it is found that

the average size of those was 25,000 spindle:..

Considering all the abo\'e, it is as:.umed that a ,pinning mill of 25.000 spindles or

equivalenl can be taken as an standard for determining the number of spinning mill to

full-fill the demand. Total capacity of such a lUlil is ahout 6.00 million kg per annum

with an att.1inable ~verage capacily of 5.40 million kg.
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b. Composite Weaving Unit> with Dyeing-Finisbing Facihtics-

The initial operation of a weaving mill is warping and the sizing. Sizing machinc' is thc

most costly machine of a weaving mill. An avcrage standard size of a ~izing mach inc

(9-Cylinder) can process yarn uplD J2.00 million mcter. As such a weaving mill

having lcss than 10.00 million meter capacity will keep the most cosily machine of the

uIlitundcr milized, It is therefore apparent lhat a projcct having less capacity will not

be technically & financially viable,

Problem of financing as menlioned in case of spinning mill is also applicable for the

composJlc weaving mill also.

From the size of the weaving and dyeing-finishmg mills set-up in last 2-ycars for

export market. it 1<;found that thc average capacity of lho<;eis 10.00 million meter~.

Considering all the above. it is as<;utncdthat a composite weaving mill having capacity

of 10.00 million meter<; per annum can be taken as an stand<inl for dctermining the

!lumbcr of units to full-fill the demand. TIle attamable average capacity of such type of

units will be 8.00 million meter,

c. Composite Knitting Units

Avcrage standard size of finishing machinery or compositc knitting indu5lry like

Comp,lctor, Calendar and Shrinkage Controlling n13chille, have been de~lgncd to

finish fabrics al the rale or 6.00 M.Ton to 7.00 M,Ton per day.

Moreovcr, tile size of Composite Knitting units ~et-up in last 2-yaer<; have an average

capacity of 6.00 M.Ton,

Considering all the above. it i, a,sumed thaI a compO~llc wcaving mill ha~ing capacity

of 6,00 M.Ton per day i,e. 1.920 M.Ton per amlllln equivalent to ~.64 million melers.

The attainable average capacity of such type of units will btl 7.75 million,
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Average size of exi>ting knitting unit, producing fabrics for doem.>ti<:market are very

,mall, but for the ,ake of umformity in calculation the average size of tile requircd new

uni!> is <:<)n,ideredat (, Ton pcr day.

From the above as~umed specifications the requirement of dirJercnt typc of textile

industries to fulfililhe demand as lt will be in 2004-2005 me .>hown in Table 7.1, 7.2 &

7.3.

Table 7.1: Reqll1red No. of Spinning Units to Full-fill the Gap as it will be in 2004-2005:

h" E., ort1-1arkcl For Dome'li~ Market Total No.

Gap Ave,age Requued Gap Average RequLfed 0' Urn'
II" ~j,lh"nKgi Capac;ll' p~r No of Unit (TnM,lh,mK~) Capac;ly per No. ofUm! Requ;red

Un;r Un;r
finMHLi,mKo) {InM,lIionKg)

;tiS 5.40 68 '" 5.40 " 89

Table 7,2: Required No. of Woven Fabric, Producing Units to Full-fill the Gap as it will
bc in 2004-2005'

Pur EK or! Market For Dome'lic Market Total No. "r
Gap A\'er"ge RC4uiTcJ Gap Avelage RC4U;rcd Unit R"4uircJ
(In M,n",,, Capacitl' ~,No "t Un;l (1JlMJll,o" Capam)' "" N".oi'U,,;,
'.l"".j Unit M""',,) Unit

,lnM,L1""Mo~~\ (l"M,Il"",",~~l

1,210 8.00 151 6'8 800 78 229

Table 7.3: Required No. ofKni( Fahncs ProdUClllg Units to Full-fill th~ Gap as it will be
m2004-2005:

For E" ort!Ylmkel For Domest;c M"rket Toml ~o.7'
(jap Average Requued Gap A,crage Required Un;l Requ;red
{h\MllliQ" Capacil}' pel' NO.ofUn;r (In M'((;lm Cap"";ly per No, atUmt
~l",,-,,) Unil ,I",,,) Unit

(I, ",Il<on ",,"") (1"",1I "" ""'''l
860 7 75 '" U 7.75 , 114
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7.3 Jnveslmenl Required to Sel-up the Vllils 10fulfiU the Demand

lnve.,tment required to set-up the textile unit, to full-fill the demand of textile produd~ by

2004 i.e. to earn the self sufficiency are mll~t important towards planning the further

course of action,

Aver~ge cost of spinning, compo~ite weaving & compo,ite knitting indu,tries of

previou,ly mentioned ussumed cupacity urc ~hown in the Table 7.4.

Tahle -7.4: Average Cost of different ty e of Textile Inuustr
Industry C"paeilY PC' TypeofMachLne Average Cost

Year
(tn million Taka)

'" '" b)~"1 Toral
l'orelgn Currcnq
CLlTI'cncv

For Export Market:

Spinning "" million Brand new Japan & 550,00 150.00 700.00

kg European origin

ComJlosit~ W~aving 10.00 million Brand new European! 570.0() 180.00 750.00

meter Japan origin
Cornposit~ Kniw ng 8M million Brand new European! 110,00 551XI 165.00

m~l~l' Japan origin

For Domestic Murket:
Spinning ',00 million Brand "ew Chin" I 170,00 SOJJO 250.00

kg India origin or second
hand European!
Japan origin

Compo,ilc Wca\ ing- 10.00 million Brand ncw China , 240.()() 110.00 350.00
meier India origin ur second

hand European!
Japan onglJl

CompoSLte KllLlting &.64 million Brand new 1dian, 30.00 '"00 70.00
meier China orlgm !milling

machine, Local
dy~ing machine and
reconditioned China
I Korea ongm
finshi"g machine

Source: D,II",onl New ProJccc, banking WLlhIslanu Dank Bangl"de,h Ltd,

Detail of the cO.,t, are shown in Annexure - B.
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Considering the above averagc cost of project; the tutul investmcnt rcquired to set-up Lhe

reqllired number of projects fulfill the demmld of fabrics and yam for both export and

dome~tic market is shown in Table 7,5.

Table-7.S: Invc<;tment required to Set-up the Unit,; to full-fill the Demand:

(Investment in Million Taka)
Type of No. Avem"e Co,t or Unit Total Co,t
Unil of In Fomgn [0 Local Total Tn Foreign Tn Local 'I utal

Unit Currenc," CUlTen")- Currenc'! Cllnej;;'~'

Fo<
Export
Market

Spinning 68 550,00 150.00 700,00 37,400.00 lO,lOIl.OO 47,600,00

Compo,ile lSI 570.00 180.00 750,00 86,070.00 27,181l.00 113,250.00
WeavingI Composite 112 110,00 'i5.()O 165,00 11.320,00 6,160,00 Ig,480,oo
Knitting

Total: 331 135,790.00 43,540.00 179,330.00

For
Domestic
Mnrkct

Spinning 21 170,00 80,00 l50.01l 3,570,00 l,(,gO.OO 5,l50 00

Compo~ite 78 240,00 II ru)() 350.00 18,72000 8,580,00 l7,JOO,OO
Weaving
Compo,ne 2 30.00 40,00 70.00 60,00 80.00 140.00
Knitl'ing

Total: 101 22,350.1lll 10,340.00 32.690.00

Grand '" 158,140.00 S3,KlI0.00 212,020.1lll
ToM:

From the above an~ly;is we found th~t to achieve sclf-~ufficicllcy in textile by 2004 we

shall have to inve;t total Tk, 212,020.00,00 milliOIl out of which Tk. 158,140.00 million

in form of foreign currency and Tk. 53,880,00 millioll in form of locall:urrency. This

amount is calculated 011the ba,is of po,ition of Textile lndll<;lrics of Bangladesh as it wa,

in December 2002.
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7.4. Requirement of Electric Pnwer to Run the New Units

To run the new textile unit, a hnge quantity of electric power will also be required. The

total rcql11r~melltof electric power to run the unill; is shown in Table - 7.6.

Table-7.6: Electric Power Requircmeot for the New Units:

T,," "f For Ex ort 1-1arket For Dome,tic Markd Grand
Onit No. "' Average Total No, of t\",,-rage Totat Total

Unit Requirement (InMW) Umt Rcquircmcn[ (In MW) (InMW)

Spinning @ 2.70MW 183,60 2f 2.20 MW 46,20 229.80

CompoSlle '" l.OOMW 151.00 '" I.OOMW 78,00 229.00
Weavlllo
C"lllp",ite lf2 O.60MW 67.20 2 O.60MW 1.20 68,40
Knitting

Total: 33f 401.80 lOt 125.40 527,20

S'HlT"", D,tlcrcnl :-lew PrLlJomlJank,ngWJthIslamlBankBanglaJe,h'.ld.

hom the above table it found lhat to mn the new projccts to fulfill the demand of textile

product> within 2004 a total of 527.20 MW eleeu'ie power will be reqmred, Government

has to made nece,sary arrangement lor supplying thc required power or have to made

ne<:es,ary arrangement 01'financing and gas I fnel supply,o that the unit~ can install their

own electric power generatiTlg uml. If thc mills go to install their own power gcneration

umtlhcIl it will take ahout Tk. 10.600,00 million (Tk. 20.00 million per MW on average

IReI: 1111).

'.5. Requirement of Human Re~ource to RUIl the New Units

Though textile indu,try of B~ngladesh hu~grown at a consldcl'3ble high rate, the human

re,ource in this secllJI i, not de,eloped at the same rate. Still now most of the kcy

po~ition~ of the export onented tcxtile industries are being filled hy hinng tcclmical

per",", mainly from TTldiaand Paki.,tan,

Howe\'er, to run the neW lextlle units a hnge quantity of different Iype of skilled. ,emi-

~kllled and un-skilled. hnman resource \vill also be required. Thc total requirement of

different Iype of human rC,Ol1l'ce (in ideal situation) to run the nnil, is shmvn III

Tahle-7.'.
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Table 7.7: I-Illlnan Resource ReOLliremenl for the New Units:
No, of Unit Requiremen! per unit Total

Fnr Spinning: "SeniorT eXlile Engineer , "(in the osition o{Pactorv MamlPer)
Mj(I-level TeXlile Engineer ; 267
(in the G,ilion of Production Manager)
Textile Eng-iucrr " 1,068
(in the O';ition of A"ll. Mana 'er)
Senior Maintenance Enginl:Cr , 89
(in the ,ition of Maintcnance Mana ,,'
M,lInt~nilllce Engineer 3 267
CMecllilllical & Electrical)
Diploma Engincer Textile M 2,136

Foreman (Mechanical & Electrical) 6 534

Skilled Labour! Operator "0 10,680

:'cmi-skillcd! Un_skilled Lahour [50 l3,350

Managemenl SlUff 20 1,780
(Marketing, Accounts, Administration,
Financc, etc.)
Total: 340 30,260

For Cornpo.>itc \Vcaving: 229
Senior Textile Iongincrr , 729
(in the o,ilion of Factor 'Mana~er)
Mid-level Textile Engineer 6 1,174
(in rhe o,itlon ofPmduct[on Manao:er)
Textile Eng-inccr " 2,74g
(in lhe o<itLonof Produclion Mana 'n)
Serno, Maintenance Engineer 2 458
(in the o,ition of Maintclk1nCCMana~cr)
Maintenance Engineer 6 U74
(Mechanical & Elcctrical)
Chemist ; 687
A"istant Chcnllst 3 687

Diploma Engineer Textile JO 6,870

Foreman (Mechanical & Electrical) " 2,748

Skilled Labour I Opcrator US 30,915

Semi-,killed I un-,killed labour 150 34,350

Managcmcnt Smff 30 6,g70
(lI.1arkCling. Accounts. Admin,stration,
Fmancc, ctc.)
Tntal: 390 89,310



I)cur h NRR" o~ uman eWllIce te\1l1m:ment on , ow Illts ( onl1nlle(
NO.ofUmt Requirement per unLt Total

Fur Composite Knitting: 114
Senior Textile Engineer J Jl4
(in the Sltion of Factory Mana~cr)
Mi<!-le"d Textile Engmeer , 228
(in th" )ositiol1 of Proouetion Mana 'cr)
Textile Engincer G 684
{in the )(ISition ofProouction Mana 'l'r)
Senior MainLenance Engineer , 228
(in Lhe posItion of lVlaintenancE
MaIla~Gr)
Maintenance Engineer 4 456
(Mechanical & EleClri~alJ
Cherni,t 2 228
ASS15t.1ntChemLst 2 228

Diploma En!,in~~r Textiie J2 1,368

Foreman (Mechanical & Electrical) 4 456

Skilled Labour I Operator CO 6.840

Serni-,kiiled I Un->killcd iabour 70 7,980

ManilgemEnt Stutf 20 2,2l!O
(~larketing, ACCOLLnlS, Administl'atlOn.
Finance, ctc,)
Total: '"5 21,090

Grand Total: 140,660

T hi 77 H

Source: Different New Projects llanking WllhI,lam; Bank Bangladesh Ltd.

It may scen from the table thal for the proJccted demand of spinning. wcaving, knitting

and proce;sing mill> about o,ROO textile cngincers, 10,400 texti1c tcchnicians, 2,870

mechani~ai/pr()[luetioll & c1cctrical cngineer; wonid he required. Number of engineering

gradllules Ii-mn the universities arc sufficient to meet thc dcmand. However, tcxtiie

cngincering graduates cunemly grudlluting from the ione textile ellgineaing college may

not mect the dem~ml.

48



Chapter - VIII

Price Competitiveness of Textile Products of Bangladesh

8.1.1ntrodllction

In the ye~r 2005, some of the imemational policies regarding the export of tcxtiles

and garments will change. WhlChmay pl'c<;cntthc Bangladeshi textile industry the

/!rcate,t challellges it has hm.l to Jace so far. Thcrc is much speculation at prcsent

ahout thc situation of dlC RMG exporters in the Post-MFA period, when the world

Tr~de Organintion, or WTO, instead of GAlT will control the sector. Under the

WIO ~ll quot~, "ill be removed, rcsulting in a free market worldwide. Bangladesh's

g~mlenl and textile mannfactUl'crs \vill have to face steepcr competition both in

contest of qu~lit}' & price. Keeping it l1l thc mind and as y~m is the hasic & main

raw material of all type of fabrics. this part of the report an~IYL:edthe diffcrent

component of cost of production of yam, competjtivene<;~ of Bangladeshi y~m wilh

India, the ehipsct source of yarn for Bangl~de,h till nOw & scopc of reduction of co,t

"f pmduclion or' yam and also a little overview on the production cost of two

spcclfic type of grcy fabncs.

8.2. Cost of Production of Yarn in Bangladesh:

There are a lot of type., of yarn in terms of count. quality and hasic component and

co~t ot productlon vancs for all these. ror this analy,i, export qllahty cotton yarn of

30 count Combed & C~[ded. these 2 main category of yarn utilized mainly in knit

fabrics manufacturing h~ve been considered. ThE eo~t of production also varies due

to other input of Ihe project like sourcc of powcr (public supply from

PDBIREBIDESAiDESCO or proJect', olvn powcr source by setting up Gas

Generator). Considering cost data from typical industry the cost of production of

yarn wa~ calculatcd wlnch is shown at Table 8.1 and Table 8.2 for captivc power and

publJe power rc,pcctivcly.
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Tablc - 8.1, Pl'c<;cnt Cost of Production bv lltilizill~ Gas Generator as source of Power:
Irem "fC'o" Ne 3(h Carded Ne 30, Combed

Pcr Kg CO,! Per Kg CO,!
(In Taka) % (In Iaka) %

I Colton & Others ~2.n 66.59", 90.02 68.84%

Dirc~! Labor 2.77 2.23% 2.98 2.28%

DE reclalioll 10.63 8.55% 11.44 8.75%

Utililies 351 2.82% 3.74 2.RIi%

Olhe, Factor, Overhead 3.16 254% 3. Iii 2.41%

General & Admimstrative Expense, 2.08 1.67% 2.08 159%

Financial E>,neme, 19.24 15.49% 19.24 14.71%

SUb-l(}ta!. 124,11 99.90';L 132.(;6 101.44%

[.e;;s- Income from Wasle Cotton 2.00 1.61',10 4.13 3.16%

Add - Installment of Tel m Inve,tmenl 12.75 10.26% 13.69 10.47%

Total co,t includin de rK;iation: 134.86 108.55% 142.22 108.75%

U:;;;- De JrGcialion 10.1i3 8.56% 11.45 8.75%

Total: 124.24 100.00% 130,77 100.011%
Sourcc. l,lami Bank B"nglaJc<h Limitcd.

bl.[bdrTable-S.l. Present Cost 0 Pm uc(ion IW nil lZl1U!Pu Ie ~ourcc of Power:
!lem of en." Ne 30, Carded Ne 30, Com\>Cd

Pcr KlolCo,t Per Kg Cost
(In Taka) % (In Taka) %

Cotton & Olhers 82.73 63.28% 90.02 65.011%

Direcl Labor 2.48 1.90';L 2.7.'1 1.97%

DePrecialion 9.74 7.45% 10.47 7.57%

Uli1ilie, 13.89 10.62% 15.28 11.0.'1%

Other Faelorv Overhead 2.83 2.16% 2.83 2.0.'1%

General & Adm;ni,lmlive Exnen<es 1.73 1.32% 1.73 1.25%

FmonCLalEXlJenses 17.64 13.49", 17.64 12.75%

Sub-lotal: 131.04 100.24% 140.7 J01.71%

Le,,- Income from Wast~ Colton 2.00 153% 4.13 2.99%

Add - In<tallment of T~,m lnveltmenl 11.43 8.74ck 12.23 8.84%

Total co.t inc1udin de reciation: 140.47 1117.45% 148.8 107.57%

L."ss- DeorecialioD Y.74 7.45% 10.47 757<;"

Total: 130.73 100.00% 138.33 1110.00%
Assumption: Debt-Equity Ratio of the PrOjeCTcon"d.red at 70:.10.whIch i, TI()W beeo",e, 'landmd in co,e

of Te~tile IndLlsrryin llongladesb,
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8.3. Present Cost of Yarn Imported from India

The COSl of imponed yarn (30 Ne Carded & 30 Ne Combed) or [rom India, thc main

source of imported yarn for Bangladesh, is showll in Table 8.3,

Tablc-8.3: Prcscnt COSI of Imponcd Yarn from Bangladcsh:

Type CFR ValueperKg Olher Impott Duty & Tax Tolal CO,l TOlnl COSI
11ll;S$ I~ Taka relaled COSl Ilmport nU') (51') including exduding

(4% on CFR) +AIT(J%)+ Duty DulyIl>SC (:!.5'i:-) + Il'
(In Taka) (25%)_13%) (In Taka) (TnTaka)

30 Ne Carded "C 123.60 4.~4 16,07 144,61 128.54

30 Ne Combed 2,35 138.30 5,53 17.98 161.81 143,83

Sour,e: 1mI'mter of Ywn of l\'afoyongoj.

8.4. Co~tComparison uf Lucall)' Produced and Imported (from India) Yarn

From Ihe above co>! analy"i~ the comparative po~ition of Ollr locally produced yarn and

yurn imporled from India i~ being done and ~hown in Table 8.4.

Tahlc"8.4: Cost Compan<;on of Locally Produced and Imported (from India) Yam:

30N~ Carded 3() "Ie Combed
(Amouot;nTaka) (Amollntin T,l,)

Import~d;

Total Cost including Duty 144.61 161.RI

'fotal Co.,t excluding Duly 128.54 143.83

Local:
,

Produced by utilLzLngown power 134.86 142.22

SOUlce including Depreciauon

Produced by ulilizing own p()w~r 124.24 130.77
S()ur~e ~xcluding D~preciali()n

Produced by ulilizing Public 140.47 148.80

Soure~ of Power Incltlding

DeprecialLon

Produced hy lllilizing Public 130.73 138.33

Sourcc of Powcr excluding

Deprcciatlon
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8.5. Scope of reduction of cost of production of Yarn

From the ahove analy~;., of cost of production it is found that-

i) Raw materials co,t i, about 63% to 69% or total CO~1of production. As most of raw

cotton con;umed by om spinning mills Me imported, so there is no scope of

reduction of raw material cost by a con;iderable amount. It may be reduccd to ,ome

cxtent by propCI' sourcing & perfect timing of order.

ii) Direct labour cmt is abont 2% of total cost of prodtKtion and as thc projects undel'

reference arc almo~t automatic (labour required only for material handling,

mainto:nanco: & otilo:r ro:1ato:dworh). there is no such scope of reduction of dired

labour co,t.

iii) Utility cost i> about 3% of total cost in ca,e of own power sourcc by gas generator

and about 11% in case power supplied by PDBIREBIDESA. A, such if the projects

can he pl'Ovlded gas facilny to utilize ellat to produce their own power (prescntly the

project~ of Dhaka & Chiuagong rcgion is gctting this facility and proje<:ts of oU,er

region do not gel this facihty as there i~ no gas linc to supply the projects till now),

tile production cost of the unit;; pre,ently utili,jng puhlic source of power can be

reduced by about 8%.

iv) Financial expense is within 13% to 16% of total cost. In case of the projects undel'

study the profit I interest rate on bank investment I loan is 14%. If th" rate can be

reduced to a reasonable rale between 10% 10 12% [hen the production cost will be

reduecd by 2% 104%,

v) In,tallment of tern] inve,tment (principal) is about 9% to 10.50% of IOtal production

co~t, where as depreciation fund (non-cash expen,e) i, about 7.50% to 9%, i.e.

in,tallment of term inve,tment is more than the depreciation by about 1.50% of total

~o,t. Thi> causes an extra burden on the project. This high in,tallment size i~ due to

higher borrowed copital of the proje~ts. If proje~ts can manage equity fund apto the

ntent. that the in,tal1ment of the term loan can be ,erviced hy the depreciation fund,

then the production co~t can be reduced upto 1.50%,

Vl) The wa~tage of raw material in projects under smdy is 10 - 12% in case of carded

yam and 20-23% in ca,e 01'comher yam and this qlmntity ,s reasonable. Out of this

wastage about 80% is re-u;eable in Rotor Spinning to produce opcn end yarn.
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From the ahove analyoi, it reveal> that if we can trike all the above meawre, total

production cost can be reduced by at least 5% (in C3SCof projects utilizing their own

power).

8.6. Present Cost of Production of Grey Fabrics

Then: i, a lut uf cOlli;tructiun of grey fabri~s and cost of production varics for all thc

~on,tructions. For thi, analy,i, export quality grey fabrics of specilic 2-comtmctioll

utilized 1113inlyfor Trouscrs manufacturing have been considered a; reference. The total

co,t along with it~ break-up is ~hown in Table K5 .

Table-l;.5. Cost of Production of Grc . I'abrics:
Item 01"CO" 2Ox20/ toSx5S162" GJa tOXto/74X5115W' Gray

PerMere,Co,t PerMctcrCo&[
(1nTaka) % (InT"ka) %

Ray,.Maler;al, 34,30 76.99% 27,30 74.89'ih

Dlrect Lahor 1(~) 2.24% 0.89 2.45%

D~precLation t .45 3.25<;( I.29 3.55%

Utilities 1.00 2.24% 0,89 2.45%

Other Factor)' Overhead 125 2.81% l.t2 3,06%

General & AdmLni.,trativeExpen,~, '00 2.24% () S9 2,45%

Financial Exp~nses 3,20 7.18% 2,86 784%

Suh-total: 43.20 96.97% 35.25 96.69%

Add -In,tallment ofTermlnve,'tment 2.~0 6.29Q, 2.50 6,S6%

Total cost including depreciation: 46.00 103.25% 37.75 103.55%

Le,,- Depreciation 1.45 3.25% 1.29 3.55%

Total: 44.55 J()O,OO% 36.45 100.00%

SOllL'<:<:Islami Ballk Bangladesh LimIted.

53



It7. Presenl Co.~tof Imported GreJ'

The average present cost of imported grey is shown in T3ble 8.6.

T~bk-8.6: Pre:.~nt Cost of Imported Gr~y:

Typ~ CtR Value per Kg Olher Import TOlalCo.,! (In Taka)
In USa. In Taka rdal~d co,l (Con,ideringDuly(no"import

(4% on CFR) for utilizationIIIGarment,)

20x20 /108x58/62" Gray 0.75 43,95 1.76 45.71

lOXlO! 74X52/5S" Gray 0.60 35.16 1.41 36,57

Source, Islam! Dank Bangladesh Ltd,

8.8. Cust Comparisun of Locally Produced and Imporled Grey

Totul production co:.! of grey fabrics 01 local weaving mills is slightly higher lh~n the

imported fabric" But pre,ently, the RMG'~ u:.mg the local grey are gelling Substitute

Cash Assistance (SCA) @ 10% on export value. Moreover. the weaving mill, arc also

getting seA on their deemed export. But the SeA will not be available aller 2004. As

such after 2004 if the total production cost can not be reduced it will be difficult for the

weaving mill of Bangladesh to sustain in tile murket.

From th~ hr~ak-up 01 c{)sl~in Tahle R.5 it is found that about 75% of total co~t i~ of raw

matcnal, i.e. yam. If thc production cost of yam can be reduced tile production cost of

grey will automatically be rcduccd. There is also scope of reduction jn cost by reducing

the interest rate on bank's loan (financial charges is more than 7% of lot'll cost) and CO~l

of utilitie, by reducing tile price of electricity & gas (utility co,t is more than 2% of total

co"l).
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Chapter-IX

The 2005 Challenge and Textile Policy of Bangladesh

9.1. Introduction

In the year 200S. some of the international policies regarding the export uf textile:; amI

garments w1l1change, which may present the Bangladeshi textile industry the greatest

challenges it has had to face so far. There i.~much spcculation at pre;ent abuut the

situation of the RMG exporters in dle Po;t-MFA period. when the WTO regulation will

come mto force. Under the \'liTO. all quotas will be removed, resulting in a free market

worldwide. Bangla<lesh's garmeot and textile manufaeturer~ will have to face steeper

<:ompeliliuII from cuunlries weh as India. Pukistan. China. and Thailand, from whom the

country now import.> fabric to meet the demands uf it> RMG ~eetor. When the free

m.irket is established. all these countries will be able to expand their RMG exports, now

limited by quota;, As a re;ult. the,e counlries will be able to utilize more of their locally

produced }'arn and fabric:; internally. resulting in the rise of prices for these in dle export

market, putting pressure on the industrie, of countries >uch as Bangladesh.

9.2. Government's Policies and Strategies to Face 2005

9.2.1. Textile Poliq -1995

The GovemmenL uf Bangladesh ha> devi,ed a Textile Policy in 1995 desigTled to make

the eouIltr}' compeliti,e in the free market by 2005.

Main Objceti\'cs of Textilc Policy -1995:

The main obJcctl VC~of Textile Policy-1995 i~ to---

1) acllleve sclf-~llfticicney in fabrics to meet the requirement of the export oriented

RMG indu;try and also the local requirement. and-

2) dired export of fabrics.
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Methodology orT",xtiic Pulicy;

The methodologies of !he Textile Policy-1995 to achieve its objective, are-

J) Improving of textile sector by encouraging investment by private ,ector. In thi,

reganJ ,tep, to be taken to help !he private sector to get loan in ,oft te11m and to

reduce government's restriellon nn importation of raw matenal"

2) Complete modernization of textile sector by balancing, modernization,

replacement & expan,ion (BMRE) of its different sub-sectors,

3) rulfillment of demand-snpply gap of different sub-sectors of textile by

e<;tnhlishing new mills.

4) EneOlll-J.gingor development or textile ~eetor in private sector and acceleration

of privatization of the textile mill, of public ,ector by floating of shares &

creating joint-venture with private entrepreneurs along with privatization by

selling those thrOllgh tender.

5) Ulllizalion of un-ul1li~.ed capacity of speeia1i~.ed & power 100m sub-sectors to

fulfill the local reqU1rement and requirement of export oriented garments

industry and also daeet export of fabncs by Implementing the restructuring &

rehabilitation program of this ,uh-seetor.

G) Combined step, by govemment & private ,ector, to solve the present problems

tuwards tedmologieal improvement of the handloom industries and to ensure

proper distnhutlOTl of the produd, of !hi, ~ector.

7) Providing of complete support to the effort taken/to be taken by government &

private sectors towards creation of employment & quick improvement of

"""nomic condition of rural population by improving the overall position of Silk

sector thrOllgh cultivatiun & production of Silk fabrics by utilizing modern

teehnulogy mid Ji~lribuliun of Silk products in local & international mtlrket.

~) Restructuring of impurt tax & expurt benefit on the primary & ,econdary raw

materials of textile ~ectors to make Bangladeshi textile products competitive in

both local & intemutiunal market.
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9) Improvement of quality of manpower working in textile sector to make a scope

to textile sedor for taking the leading role towards industrialization of OlIr

country by implementation of primary training, training for improvement of skill,

improvement of de.>ign, re,earch & development "ark<>, improvement in

management and implementation of MIS & computer.

Different Problems and strategies to soh'e the problems of difTcrcnt sub-sectors of

Textile Industry

The Textile Policy - 1995 al.lo states different problems & the strategie, 10solve the

prohlem, of different sull-sector:s of textile industry, brief of whil.:h are given bellow:

Spinning:

Main problems in spinning sub-sector are, ollldated machinery specially in the public

,ecto~ mill~, e1ectricily failure, lIna,ailability of raw materials and high tax on raw

m;lteria!:' & ,pare parti>,high wastage rale of raw materials specially in the public sector

mills. lacking of proper maintenance of machinery & equipment and slow process of

priyatization of public sector mills.

To wive the above mentlOned problem, In spinning sub-sector the following mategies

were suggested in the policy:

(1) To meet-up the present requirement of j'am, e,tahlishing of new nnits in private

seewT;Swill he encouraged. At present to meet-up the demand of yam for both

local & export oriented readyn13de garments there is scope to establish 116 new

spinning mills ha\'ing capacity of 25,000 "p;ndle, Of e'lui valent each.

(2) In the last year of implementation ot GATI treaty i.e. 11lthe year 2005 total

demand-supply gap will stand at 771-nulhon kg and to meet this demand it will

require to set-up more 126 new ~pjnning mills (a~ per present assessment the total

number stands at 89).
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(3) To improve the cap.lcity & efficiency of the old & imbalanced mills, BMRE

program will be strengthened along with establishing of new unit.

(4) To supply un-intermpted power to the textile mills, reqUlred steps will be taken by

discussing the is.\ue wIth POB, OESA, REB and Electric, Fuel & Mineral

Resources Ministry.

(5) To set-up own power generator in the mills to supply required quantity of un-

intermpted power, government will provide its support.

(6) Training facllities will be Improved, to improve the ,kill of manpower related

"itb this sector.

(7) To make 0\11'textile product, eompetitive with the foreign o::ompet)tor, stcps will

be takcn to re-structurc thc duty & tax.

(8) Steps will be taken to provide loan in easy terms to import raw materials & spare

part~.

Weaving:

Main problems in weaving sub-sector are-

(1) Our power loom & specialized textile ,ub-sector have huge capacity, bm we could

not utilize most of their capacity though there is huge demand of fabrio::, in export

market due to-

outdated machinery,

small unit established scatteredly without 113vingany facility of back processing,

most of the units are not able to producc cotlon and mixed fabrics (can produce

only synthetic fabrics) special! y of thc public scctors mills, etc.

(2) Be8ide the above teclmical problems there are problems like - high price of yam,

high import dllty on yam, ele<:lJicity fail\ll'e, un-availability uf working capital,

fund cns!, for BMRE of thc units, etc.

To mitigate the above mentioned prohlem, in weaving 8ub-sector the following

strategic, wcrc ,ugge~ted in the policy:



(I) To meet-up the present requi.rement of gray fabrics, establishing of new LInits in

private sectors will be encouraged. At present to meet-up the demand of fabrics

for both local & expolt oriented readymade garments there is scope to establish

223 new weaving mills having capacity of 10.00 million meter each.

(2) In the last year of implementation of GATI treaty i.e. in the year 2005 IOtal

demand-sLIpply gap will ~tand at 4750-million meter~ and to meet this demand it

will re~uire 10 sel-LIp more 252 (i.e. total 475 of 10.00 million meter capacity

each) new weaving mills (as per present assessment the lNal l1Iunher stand~ at

230),

(3) Be~ide establishing new units, 10 make the small power loom & speciuli,ed units

finunclally profitable, those will he hrought under group concept and financial

a'sistance will be provided for re>tw<:turing those through different Banks,

(4) Duty & tux on yam will be redLIced I justified. Specially the duty & tax on

~rtificial fiber & yam will be reduced to a competitive position with cotton &

collon yam

Hand Loom Industry:

Main problems in Hand loom Industty are-

(1) High price of yam & olher raw material"

(2) Unsmooth supply of yarn, dye & other chemicals for processing of yam &

fubrics.

(3) Prohlem in geLtingworking capilalloan from in>lilulional sour~es in ,oli tem\~.

(4) Due to problems in gelting working eapilal loan from lllstitutional sources, the

weavers have to depend on the loe'll lender 10 purchase raw materials on high

m!erest rate.

(5) Due to lacking of training the weaver are not able to operate more producthe

~eml-aLItornatie& power loom and a., such they are eng'lge in traditIOnal process.

(6) Lacking of organization of weaver.

To solve the above mentioned problems in hand loom industry the following strategies

were suggested III the pohey:
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(1) Measures like redudion of duty & Lax,will be taken to reduce the co~t of yam &

dye,-chemieak

(2) Supervi>ed credit sy,tem will be e~tablished for long term & working capital

loan:, to meet up the demond of weaver to convert their hand loom to power loom

& to purchase different related ;pares and abo to fulfill the demand of raW

malerial,_

(3) Training will be provided to improve the skill of om weaver so th<ltthey can

produce quality fabric, wbicb can be utilized by the export oriented garment>

llnil~_

(4) Variou> me,U1Sof encouragement ,md expowre will be establi,hed ,uch as

exhibitious and competitious.

Dyeing, l'rinting & Finishing:

Main problems in dyeing, printing and finishing industrie; are-

(1) Due to non aVa11ahihtyof reqUlred facilities (likc modem & automatic machinery)

the eXIStingdycing, printing & fl111Shingunits are not being able to produce export

'lLmlily rabric~_

(2) Since >pinning & weaving unit> are not capable to meet the demand of quality

yarn & gmy fabncs, the dyeing, pnnting & finislung units have to depend on

imported gray fabrics. 13mthey have to face different problem; during exporting

!heir fabrics produced by utilizing imported gray fabrics.

To solve the above menlloned problem, in dycing, pnnting & fini~hing sub-sector the

foilowing strategies were suggested in tile policy:

(I) To meet-up thc PI'C,cnt requiremcnt of fabrics, estahlishing of new units Witil

appropriate modem technology in private secto1":Swill be encouraged. At present

to meet-up the demand of fahrics for hoth local & export oriented readymade

garments tilere is scope to establi.\h 223 new dyeing, printing & finishing mills

havmg capacity of 10.00 million meIer each.
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(2) Tn the last year of implementation <if GATT lreJty i,e. in the year 2005 total

demand-supply gap will stand at 4750-million melers and to meet this demand it

will require to set-up more 252 (i.e. lulal 475 of 10.00 million meter capacity

each) new mill, (as per present a.\Se<;~menttho;: tolal number stnnd, at 230).

(3) BMRE program will be taken to make the existing unit, able to produce quality

produClS.

(4) Bonded warehouse facility WIll be provided until local production of gray can

meet Ihe quality and quantity required by the ~uh-~eclOL

(5) Re~lrictioll on import of gray falmcs for export oriented units will be withdrawn.

(6) Financial assistance will he provided to ~et-up new units and meet-up working

capital requirerneTlL

(7) DUly on dye> & chemical, will be withdrawn.

9.2.2. Industrial Policy and others

To aid the expan~ion of the textile industry in Bangladesh, the government is

currcntl y providing numerous incentives, which arc a!; follow~:

I) Bonded warehouse facilities

The,e facilitie> allow export-oriented faetorie~ to import their raw material, duty free,

However, the honded warelllluses privileges have not been monitored closely enough,

which has rewUed in being <lbused. The materials imported dUly free to be u~ed for

producing garments intended for export are sometimes released into the local market.

The leakage of these inexpenSIve item~ inlo the local market c;)use unfair competition

for local producer,_

2) Duty Exemplion Drawback (DED)

Factories which do nOI tuke udvalltage of the bonded warehouse facilitie, and imporl

their raw materials independently can claim the dLlty they paid under the Duly

ExemptlOTi Drawback (DED), provided that the finished good, ~[e being exported.

Thi> system is mo,lly applicable [or the dyeing-finishing sub-sector of the textile

indUSlry.
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3) 15% Sub,titute Cash Assistance (SCA) for export

The producers who do not use their DEDO or the honded warehouse privilege, and

utilize local materials obtam 15% Suhstitute Cash A8>i~tallee (SCA) on their export

from the government, which was 250/0in prevlOu~ years.

4) Tax holiday

Tax holiday facilities will be avmlahle for five or ~even year> for new indu>trial

enterpri:.e depending on it, location, As per current provision if !he indu~trial

enterprise i> located at Dhaka and Chittagong division (excluding 3-ChiltagolJg Hill

Tr~ct districts) tax holiday will be for five years and if located other than the ~bo~e

mentioned location it will be ,even years. The period of such tax holiday is being

caleulated fwm the month of commencement of commercial production of the

industry.

5) Depreciation Allowance

InduSl1'ial undertaking not enjoying tax holiday will enjoy accelerated depreciation

allowan~e_ Su~h allowance is available at the rate of hundred percent of the cost of

the machillery Of plant if !he industrial undertaking to set up in !he areas falling

within the cities of Dhaka, Narayangonj. Chittaong and Khulna and are~s within the

radius of ten miles from municipal limits of lllOSCcities. If the imlustnal undcrtaking

is ,Cl LIpehewhere ill the country, accelerate depreciation is allowed at the rate of

eighty p~r c~nt in the first year and twenty per cent in the second year.

6) Duty free import of eapnal machinery, raw material> alld spare paTlS

Duty frc~ import of eap,tal JlIachiller}. raw materialo and >pare part> upto ten percent

of thc valuc of wch capital machillery is beillg allowed for the export-oriented and

expon -IinkJge industries,

7) Financing against Export UC

The amlllgcJllent for providing financing up to 90% of the value agaillsl irrevocable

and confmned Letter of Credit I Sales Agreement is being allowed.

"



8) Free tran~fcr oj land

An Entrepreneur will not be required to p~y lr~n,fer fee ~nd I or capital gain ta~ in

case he/she wants to use his I her own land to establish a new enterprise under his I

her ownership or wants to convel1 his! her existing enterprise into a "Limited

Company" without changing the ownership structure.

9) Income lax Tehale

Income tax rebate on export earnings is being given at the "lte of 50 percent.

9.3. A"aIJsi~of the Textile Policy

From analysis of the Textile Poli~y. il appe~red to be very theoretical and failed to

~ddre,s a nomber of is>ue, like the following:

1, The policy calls for the establishment of many new factories, but does not provide

any scheme for fmancmg them.

2, TIle lack of lrd.ining and technology is mentioned, hut nothing mentioned how we

eaIllIlcrca,e skill, of our workforcc and enginecrs or develop new skill workforce

and engineers.

3. No ~ugge<;llOn, are made for ~etting up m~titutions to conduct the technical and

marketing re,e~rch needed to upgr~de the quality OL Bangladeshi product~ lO

make them more appealing in the international market.

4. The need for the expansion of the Bungladesh's infrastru~ture w~h ~> - m~d, port,

~Tld r~ilwuy ~ap~~ilies lo u~commodute inneased imporl8 ~Tld exporl~ i~ nOI

llleIltioned,

5, The great problems arising from the shortage of land on which to build the

necessary factories is alw not considered.

6. The policy states lhat environmental pollution i, negligible, but does not go further

into the malter. (But, il i~ found Jrom vlsil of dlfferent dyeing-finishing factory

that arnUL'llllreulmeTlt und di8po8ul ill the iT1du~lryi8 ~ very ~eriou, pmhlcm.)

7. The need for more Pll'Werii>mentioned, but no plan> hu' e been devi~ed on how the

expansion will be undertaken.
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~. The policy ~tate, that Government will provide its SUPPOHto set-up own power

Generator in the Mills to supply required quantity of un-intelTupted power, but no

>pe<:i[i~~cheme is undertaken for this purpo~e. More over duty has been imposed

on import of Generator.

9. The policy states that step> will be taken to make our textile produ~ts competitive

in the world market but no specifi<: guideline has been given that what steps will

be takcn.

9.4. The Future of the Textile IndustrJ' in Bangladesh

Thc tcxti!c industry in Bangladesh has grown in an unplanned manner and a critical

demand.supply gap has arisen tor hoth yam and fabne. The Cl'i,i~ will naturally

deepen unle,s appropriate backward linkages, the incorpor;)tion of the fundamental

step> in the textile indusuy all dlroUgh to the RMG indnstry, can be built tu meet the

rapidly approaching challenge., in the global textile markeL As the populmion is

growing and the standard of hvmg IS inerea.smg in Bangladesh, the demand for

texti!c, 1, lIlcreaslllg rapidly. This presents an urgent need to dramatically increa,e

capacitIes in ,pinmng. weaving. knitting, and dyeing-printing-fini>hing sub-sectors.

Thi, will require the adoption of the most modem and appropriate technulogy tu

ensure quality products m competitive prices.

The pos,ibllity of incrcased yam production in Bangladesh i" an i~we that has heen

louked into extensively as yarn is thc main raw matcrial of fabnc". Investigations

hme revealed the country actually has a comparative advantage over all eompctitors

in lerms of the expense of yarn production. However, in regards to the total yam

cost, Bangladesh's advantage ovcr India and Pakistan disappear" even though it

l'cmam, compditive with other producers, The outcome for the Bangladeshi

SPlllTl1Tlg",ill-, or such price differentials with India and Pakistan is that Bangladeshi

mills obtain raw colton of the same quality ut prices which are upproximately 20%

higher than dlC Indian mills and Pakistani mill, as Banglade,h ba~ to import raw

cutton on the other hand India & Paklltan arc SUPplYlllgraw cotton to their spinmng

mills local raw eotron at a subsidize rate, In addItion, Banglade:;h':; spinnmg mtlls

ha\'e to pay another 6 to 7% for handling, freight, and commission charges which put

them in a disadvantagcoll.<;~imation.
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Bangladesh has a lower waste percentage than all Its competitors. Power 3long with

Korea is the cheapest in Bangladesh amongst all the y3rn producers, The country

abo has a very low depreciation rate and a fairly low labour cost as well, aided by 3

low conversion cost as well. However, dle price of auxiliary m31eri3ls in Bangladesh

is the highest among all the yarn producers, as i, the price of raw materia!;. Due to

lhe,e two factors Bangladesh loses its comparative advantage over India and

Paki>mn.

The ncw Infra,truclUre Development Surch3fge (IDS), on 311Import,. which was

sliplllal~d in lh~ 1997/98 fhc,11 year, added another 2.5% lo the pri<:~of imported

ruw colton.

The wea~lllg ,lIld knitting sub.,ectors will also need to expand at a rapid nile, a~

there is a large demand-supply gap in the country. With increased investment in the

sL1b-s~clorsand modemized machinery, Bungladesh could profit greatly from larger

and more compelitiye weaving and knitting sectors.

A, lh~ CllII~nl dyeing facilities are mo~tly dependent on imponed fabrics, lhey are

expanding at a rate which is not dependcnt on any of the other sector<;, However, as

local gra.y becomes more competitive, ond its production is increased, the dyeing,

printing. and finishing sub.sector will abo n~~d to expand to accmrnnodatc lor [h~

inLT~a~edsupply.

The leakag~ frum bonded warehouse facilities and smuggling of materials acro,s

borders 31so need to be m()nitor~d cio.,dy in order to a,sure the compelitiv~n~ss of

the local industry. The rcduetlOn of snch problems will automatically improv'e the

market position resulting an improved 0pp0rlunitie, for the expansion of the

Bangladeshi textile indw,try.
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Chapter-X

Conclusion and Recommendation

The lTnporlan~e of Ihe textile industry in the economy of Bangladesh is very high.

Funhermore, the induolry is expected to be the catalyst in the industrialization of

Bangladesh. and has been declared as a thrust seclor by the government,

The explosive growth of the RMG indu,try in the country, has not heen supported by the

growth 01 backward linkage facilities. as such the RMG industry i; almost dependent on

imported f~b[ic, cau;ing the foreign exchange earning from the RMG industry extremely

10,"" This value addition could obviously be boosted if appropriate backward linkages

were established in the textile indu,try.

Al'ler phaling out of MFA the competitive environmenl for Bangladesh will change,

Many new competitors will challenge Bangladeshi gannent<; in world market. Be,ide the

Irade relationship Bangladc,h ha, now with its trading partner, in this ,ector (the

,upplier~ of yam & I'ahrics) is likely to change after 2004. Mo>t o[ Ihe~e 811pplier >ell

yam & fubri<:s to Banglade>h ~; they have exces; produclion, Afler 2004, the>e supplier

~ounlries will find it more economical to usc the surplus yam & fabrics to manufaclurc

more garments for export a.~there will be no l.juoLaand those cOllntrie> will ;lllowed to

export any quality and quality of garJllent~ arter phasing out of MFA, A, sll~h, in these

~ountries exponable quantity of yam & fabric~ WIll deerea.,e. In other word traditional

~0urCe~ or yam and fabrics of Bangladesh is likely to ,hrink. Unless Bangladesh can

prodllC~ the yam and fabric> ibelf, it will be difficult for Bangladesh not only to maintain

the present growth ofRMG export ralher to maintain the present level of expon,

Therefore, it is extremely important thai ~ome remedial mea.~ures are taken for the

dTe~tive development of the backward hnkage textile induslry to meet the po~t-MFA

challenge>, If proper backward linkage can he set-up, it will not only en,un;: ro.wmaterial

supply to the RMG, it w1l1also reduce cost of pruuuction, shonen lead time needeJ to

complete order, and uecrease conversion cost and other eo,t of d01ng huslIle,<;sill generaL
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Blll, hefore taking decision for developing additional capacity ol-hackward linkage textile

im]ustrie, it is important to know whether this backward linkage will be viable or not.

After study of the overall factor, it i~Tea1i~.ed!hal Bangladesh's low labor co~l (in ca,e of

Spinning & Weaving average labOllT cost per operator hour is abuuL US$ 0.25 in

Bangladesh, wInch i<;US$ 0.57 in ["dia. US$ 0.34 in Pakisrnn, USS 0.40 in Sri Lanka &

US$ 0.41 in China [Rd-12Jl. okill development potential, present expanding market, scope

of reducing the conversion co,! to a favourable position (by reducing the price of utilities,

financial charges 011bank loan, and providing other incentives from the government like

SeA, duty free import or machinery, :.pare> & machinery, elc.) will ea>ily be <lble to

make thi:. bu~kwurd linkage viable even after 2004. In addition. most developed ~ountries

are luming aWJY from indu:.tries like the textile industry and investing in other sector:.,

Ihu:. creating a vacnum in the markct, which will al~o help hackward linkagc indnstry to

become viablc.

To become .\e1t~snffieient in textile an <lmount of Tk. 212,020,00 million will be reql1ired

withm 2004 whi<:h i> about 105% of B3flgladesh's ADP (Tk. 203,000,00 million) for

2003-2004 and about 6-times of total indu<;trial tcnn loan disburscd by the bank's

(Tk.35,050.00 million) [Ref-l3] in thc vear 2002.

From all the discus:.ions and analysis the following conclusion and recommcndation can

be made:

Conclusion

I. The inye;unent needs and nlture unecrtainty, it Can be ~oncluded Ihat Banglade~h

will not be able to invc.\t Tk.212J120.00 million 10develop the total capacities in the

backward linkage mdustries required to meet the demand of RMG after 2004,

2. it is nccc<;sary to make Ihe RMG industry more competitivc than it is now beeausc

post MFA world market will create new challenges of Bangladesh. One ;uch possible

challengc WIll be thal the truditional sources of supply will ;luink which may

adversely effcct RMG mdustry or Banglade,h. For example, the ~upply or cheap yam

and rahric~ from India, China and Pakistan w!ll dccrca~e because thcy will first use

their sLHplu:.yarn and fabrics 10 manufacture ganllcIlts to create ncw value addition

and eam more foreign exchange by exporting them.
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Therefore, Bangladesh musl lry to reduce its dependencc as much a~ it can on foreign

<;ources lor }'am aml fabrics by incrcasing its eapaclty to prodLlce that InL1chof yam

and fabric,> whicb it> lraditional suppliers will refuse to supply bccause they

themselves will be usmg them for the production of garments. This means

Banglade;h must crcate a certain amount 01' new capacity to spin yam, "e~~e doth

and proces; gray fabrics. Bangladesh ean glve emphasi:, to create new capacity uplo

;uch level that it would not have to import knit fabrics for export market, at least can

supply 35-40% or WO,en fabrics for export market and can supply 100% yam to the

domc,tlc knitting and weaving units. For tile remaining quantity of fabrics, it will still

continue 10 depend Oll imported fabrics as do Hong Kong and Singapore and this

~holiid not create serious problem for Bangladesh to remain competitive in the world

market after 2l.lO4.

3. Ii is unlikely that Banglade~h', traditional suppliers will Slup exporting ,",otlonur yarn

of fabrics completely by diverling all these resource; lo the produ<:tiun of garm"nls.

This will go against thelr comparative advantages. Bangladesh'; traditional suppliers

particularly India, Paki,tan, China and Thailand which are at relatively higher ;tage

of development and rich compared to Bangladesh, will in near futuIe move to the

produ<;lion of high technology highcr value ltems wh"re return un inveSlrnenl will be

much higher than that in RMG. The garmcnts industry being migratory in nalLlre will

c()nlinue to thrive in a country like Banglade,h a, long as labour remains cheap.

Therefore. for Bangladesh the sources of supply of COllon yam and rabric.> will not

completely dry OL1I,it may ,hrink to ;ome extent,

4. In\'estment in thcsc sub-sector, will not be attractive unless the government reforms

jts polkies uf financial support. The COSl01' financing the linkage project:, must be

broughl down. The cash incentive, ,hould continue. In addition, long term loan must

b" avail~ble at rea,onable inlcre,t rales (current rates are between 13% to 15% which

,houlJ nut be more than ID%)
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5. Jnve,tment in backward linkage textile indu8tries, particularly m composite mills is

quite large. Cmrently new enterpri,e, are not allowed to collect fund from capital

market before completion of at lea,t 2-years of its operation. BLit if govemment has

modified thi, law and allowed the textile indu~trie~ to collect fund as eqully to set-up

new project then it will help thc projects to be come more competitive by reducing

financial burden on the project.

6. As inve,tment in textile industries lS quite large and mo~1 of the ea~e~ interested

entrepreneur~ find it vcry difficult to manage the equity fund required to get financial

;mpport from the banks, joint ventl1l'e can be encol1l'aged by providing special

inecntivc~ to foreign Hlve,tors in dlis sector from the go~emmenL

7. The Floor workers. ,upervisors and production man~gers in general arc not properly

trained. ThIs i~ tme of spinmng, weaving, dyeing, proce.';sing and garment

manulaCluring. Bangladesh must improve substantially both labour productivity and

managerial effiCIency. Human resources development mu,t be given high prionty

otherwi,,, eqllity support and confessional rate, of mterest will not be of much helpful

to make the ;ector viable, The qoality of yam and I'abrie~ ill addiuon to design und

making of the garment~ must be of high standard. The eompclltors of BallgJade~h,

namely. Hong Kong, India. Sri Lanka and other; have established specially training

institutes. For example, the Imtitute of Textik and clothing at Hong Kong

rolYlechnic University of [en; three year diploma programs in relevant fields.

8, TIle importance of product and market diversificatIOn has already been emphasized.

So far Bnnglade.~h did not need nmeh marketing ctrorts bccause most of the firm8

have bccn working as ~ub-coIltraetors of foreign buying houses, But to remain

competitive in the po>t MFA world market. the Banglade.,hi gamlcnt~ should have to

dcvclop their OWIlmarkcting timls to gct dacct order. These firms must be able to

identify. through market rcsearch, new market segment;. By SllCce,Sllllly exporting

non-quota items, Banglade,hi entrepreneurs have demonstrated that they can get into

new markets.
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9. AI a memher of WTO Bangladesh lllust insist to have uuty free access to such large

markets as India. Japan and China, There are many new types of gamlcnts [it needs

re~earch to identify thc specific markct segment:,] which Bungladesh can produce

with the ,>uppor(of the new backward link~ge facilities and ~erve these markets. As

one of thc 48 least dcveloped countrie:, of the world, Bangladcsh should resort to the

provi.llOns of WTO which eutitle Bangladesh to have non reciprocal markct acce:,s to

ouch countries as mentioned, If Bangladc,>h can get into the markel\ of Japan, India

ASEAN and China. it will not have problem in maintaining its leadership in RMG

exports aftcr 2004. However, the socce,o wi11 mo,>(ly dcpend on how efficiently

Bangladesh conducts its business/economic diplomacy,

J 0, Abm-e all, a eohc,>ivc cnvirorunent must prevail in the country. The law and order

nece'oary to operate the industry must be maintained. MU8lanism, hartals, illegal

trade union;,m etc, leading to stoppage of work at parts, transport movement etc.

lllUStnot be allowed \0 di'>nlpt the normal operation of the indu,>try. Infrastructural

bottlenecks mu:,1 furlher improve, Banglade,>h must gain confidence of thc investors.

local and foreign.

Recommendation:

[t is not practical to think about self sufficiency in lextile within 2004. Kecping in minu

the post I\1FA challenges Banglade,h ha, to at lea,t develop capacity of it, textile mill,>

withiu 2004 so thaLtho~e "un supply-

i) 100% r~quirernellt of kmt fabric,>& 35.4-0% of rcquirement of woven fabrics to the

RMG for cxport market Cal [he eons(nlc(ion and processing of knit fabri"s is less

"omplicated than the wown fabri"s and Bangladesh has already gain required expertise in

(hi'sector).

11) 85'10 ol'I'ahric,> required for domestic market (aswming that 15% of total requirement

of fabric, I garment, for dome,LiemarkeLwill be imported due 10differen~e uf choices of

local people), and.

iii) 100% requirement of yum for Lheseweaving and knitting mills,
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For this purpose an approximate total ofTk.76,SgS.00million (detail shown at Annexme-C)

will be needed which is eqLlivalent to 31\% of ADP of 2003-2004 and about 2,20 time, of

the total term loan di>bursed during the year 2002 by Bangladeshi hanks. From repons on

banking sectors published recently in different daily news papers it appear.~ that at present

about Tk. 100,000.00 million is held as idle. As such i, will not he any problem for

Bangladeshi entrepreneurs to get bank financing tu ~el-up these LlniK Alter watching the

aClual po~ilion of RMG export after 2004, the deei,ion for fLlIther eXpanSlon of eapacily

of texlile may be taken.

But to make the entrepreneurs molt' interested govemment has to take steps to provide

incentives to make its textile more competilive. For lhi~ government may take initiative

to ,upply militie, to the textile mills at a reduced rate, to make bank'~ finance available

for this ~ectol' at a reduced interest rme, 10 allmv the entrepreneur tu colieci equity fund

from capital market even m the initial stage of the project and to provide other incentives

hke duty & tax free import of machinery & spares, SCA, etc.

J\lmost 10()% of export of RMG is being handled by Chittagong port and the pn:sent

capaclly of Lhe oame i, noL <Itall Sll[ficient \0 handle lhe lotal exporl-impon of goods

being done through it which eau,e, delay. Imillediate steps should ha'e to be taken to

incre<i,e it~ capacity. This will reduce ,he total h~ndling time i.e. tile total lead time of

RMG export.

Banglade.~h ha, to take aggrcs,ivc marketing strategy to diversify its RMG illJrket and

al:,o to diver:,ify it, product range, pmtieularly from low end to high end products lOface

the probable challenge>; after 2004.
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Annexure-A

Forecastinl: of Demand of\Voven & Knit Fabrics for Export Market:

(lly Regre,sion Analy,i, applying Lea,t Squares Method)

Fun [lula apphed: Y=aehT

l.c,LnY=L1l3+bT

Year T Consumption of Co""umptioo of Knil LIlY1 LnY2
Woven Fabl'lc> in Fabrics in million kg
millionk~(YI) (Y2)

1997-1998 , 1193 609 7.084226 6.411818

1998-1999 2 1179 6S' 7.072422 6.523562

1999-2000 S 1234 815 7.118016 6.703188

2000.2001 4 1317 9<6 7.1&3112 6.852243

21XII-201l2 5 1386 1140 7.234177 7Jm784

a. For'Voven Fabrics
T Ln Y1
, 7,Og4226

2 7,072422

3 7,118016

4 71~3112

S 7,234]77

B~lvin th~ lea,[ .\"llare method U1Cvaluc of the co

" Lna " r2 (Coefficient of

determination)

0.041059 7.015211 1113.444 0.994

n,lraint, are ['ound a, undcr:

By applying Ihe value of the constraint, in the formula the forecasted demand of woven

fabric, arc:

Year T Forecasted YI

2002-2003 6 1424.488

2003-?(X14 S 1484.194

lO04-21H15 S 1546,402



Anncxurc.A (Continued)

b. For Knit Fabrics

T LnY2

1 6.411818

2 6.523562

3 6.703188

4 6.852243

5 7.038784

nSlrain\s ure found us under:f 11 d hBv "polving the lea<;l ~ouare mel 10 tevaueo tleco
b Lila , r2 (Coefficient of

determination)

0.158261 6.231136 508,3325 0.893

By upplying the \'alue 01' the eon~truints in the formulu the forecasted demund of knil

fabric,> arc:

Year T I Forecasted Y2

2002.2003 6 I 1313.811

2003-2004 7 1539.116

2UU4-2005 b 1803.031



Project Cost of a Spinning Mill oNe to Produce Hxport Quality Yarn;

Annexure-B.l

(In '00{)' Taka)

SI. No. Item Cost in Cost in Total CoSl,
Foreign Lo~al
Currenc" Currenev

I LAND
Land (3.00 Acres) & Land dcvc10pment 0 34,460 34,460
Sub.Toml: 0 34,460 34,460

2 BUILDING AND OTHER CIVIL
CONSTRUCTJO~

2.a Factory Building (92,200 sft) 0 80,69') 80,695
2.0 Rilw Milterial Godown (10,000 sft) Q 6,U00 6,000
2.e Admini'lmti vc Building & Others (24,500 sft) Q 9,840 9,840
2.0 Boundary WaH, Intel'llal Road. Machine Q 10,485 10,485

Foundation, etc
Sub-Total, 0 107,020 107,020

JIMPORn:n MACHINERY AND
EQUlPME!\T

h Main Machlllery 551,146 " 551,146
3.0 "hrine Insllra~ce ( I<ji;) 0 5511 5511
3.c C & F and Inland freight (1 'i'c) 0 5511 5511
3.d LlC Commi,,,ioll & Bank Charge (1%) " 551l 55Jl

Sub-Talal : 551,146 7.096 567,680
4 LOCAL MACHINERY ANI) EQUIPM~:!\T

4,a O\'"rh~ad Duet " '.000 4,000

'" Waler treatment Plant (tor Gener"lOr) 0 1.0DO 1,000

" Deep T"bc-well 0 LODO 1,DO()

'.0 Reiling l\1achiM " 700 700

" Work Shop Machinery 0 '00 '00
,.r Pipe & filling' for Compre,sed Air & Gas and ,r 1,900 1,900

TIolle", Doff Box, etc.
Suh-tolal: 0 9,tJ()() 9,000

5 ERECTION A!\D INSTALLATION
5.H Mechanical & Eleclri~al (0.50%) 0 4,19g 4.198
5.6 Civil 0 350 350

Sub-Total: 0 4,548 4.548
6 SECL'RITY DEPOSIT

6.a Telephone 0 50 00
6.6 Gas & OUIl'IS " 2,000 2.000

Sub.Total: 0 2,050 2,050

7 ~NIT1jRE, F1XTliRE AND OFl<'ICE 0 900 900
E UIPMENT

8 PRE _OPERATI~G leXPENSE.."> 0 2,685 2.685
GRAND TOTAL , 551,146 167,758 728,342

Ref: I,lami Bank Bangladesh Limited,



Anncxure.B.2

Project Cost of a Compo~'ite Weaving Mill able to Produce Export Quality Fabrics:

{In '000' Taka)

SI. No. Item Weaving Dyeing- Total
Unit T'inisl1ing

Unit
I LAND AND LAND DEVELOPMENT
(5-Acres + 5-Acres) 9000 9000 18000
Sull-Total: 9000 9000 1soon

2 BlilLDING AND OTHf.R CIVIL
CONSTRUCTION
(w<avlIlg _~II,(J0()~f[+ D)cLng_FLnl,hing-!OO.OOO>11.) 45500 5HKIO 96500
Sub-Total: 45500 51000 96500

311\.1PORTED MACIIINERY AND EQUIPMENT
J.a Main MachinEry 258330 306120 564450
J.h Marine !n,urance (l %) 2583 3061 5644
J.c C & F and Inland freight (I 'j(-) 25g3 3061 5044
3.0 UC Commission & Bank Chal~e (1%) 2583 lO1l1 5644

Suh-Total: 2(,6079 315303 5813R?
4 I.OCAI, MACHINERY A;\IDEQmPMENTS

4." Tuhewdl & Olhers WOO 2500 l500
4.6 Electric Cables & Olhe" 2000 8000 10000
4, Overhead Dueling 1500 . 1500
4.d Others 5~' 2500 3000

Suh-T"l"l : 5000 13000 18000
5 EUECTION A;\ID INSTALLATION

5.a Mechanical & Electrical (2,5')0 of Machinery Cos!) 6650 71\80 14530
5.6 Civil "" 500 WOO

Sub-Tolal: 7150 8380 15530
6 SECURITY DEPOSIT

6.a Teleph(}ne " 50 75
6.6 Gas & others 4000 6500 10500

Sub-Tolal: 4025 6550 10575
7 FURNITURE, FIXTURE AND OFFICE
EQmPMENT

7.a Orfi~~ Fumilure & Fixture 500 . 500
7.0 Office Equipmcnt 300 3()O

7c Fire Fighting Equipmenl 300 . 300
Sub-Tolal: I I()O 1100

8 VEHICLES
8., Microbus/Car 600 1500 2100
b.b Go(}d, Dtlivery Truck 900 5000 5900

Sub - T(}lal : I 50() 6500 8000
9 PRE - OPRI~ATING EXPENSES 2000 2000 4000
Sub-lotal. 2000 2000 4000
GRAND TOTAL; 341 354 411 733 753,087

Ref: ];;Iam, Bank Bangladesh Limlted,



Project Cost of a ComposiJe Kni1ting Mill/or Exporl Market:

Annexure-B.3

Sl. No. Item Co,l
(In '11m)'Taka)

I LAt\l) & LAND DEVELOPMEl\T 7,000

(l ,50-Acres)
2 BUll.DING & OTHER CIVIL CONSTRUCTION 20,000

(30,000 _,ft)
3 MACHINERY & EQUIPMENT 127,000

4 OTHER ASSETS 4,()(JO

5 OTHER COSTSI EXPENSES 7.000

Total: 165,000

Rei, hlorn, Rank Banglade,h LJlnl1ed,



Project Cost of a Spinning Millfor 1",cuiMarket:

Annexure-B,4

(In '(0)' Taka)

S1.No, Hem CoS!

I LANI) AND Li\ND DEVELOPMENT
(3-Am',) 6000

2 BUTLDll\G AND OTHER CIVIL CONSTRUCfION
(90,000 ,11.) 4')500

3 MACHmERY AND EQUIPMENT
I850lKJ

4 OTHER HXED ASSETS
5000

5 OTHER EXPENSES
(Erection Instal!alion. Sccurirv Denn,i!, etc) 7000
TOTAL: 251,500

Rei: hlal", Bank Bangladesh LLJl1l!ed.

Project Cu.~tof a Composite Weaving Millfur ',,)eal Market:
(In '000' Taka)

Sl. No. Item W~aying Dyeing- Total
Unit Fmi,hing Unil

I LA;\II) A1'\D LA:-ID DEVELOPMI~NT
(5.Acre, + 5.Acre,) 9000 0000 18000

2 IUIILDING AND OTHER CIVIL
CONSTRUCTlOI\'
(Weaving -90,0(H) Sfi.+ [}yeing.Fioi.lhmg_160,OOU ,II,) 40000 57000 97000

3 MACHII\ERY 11.1\1)EQlIil'MENT
105200 144200 249400

4 OTHER FIXED ASSETS
2500 2500 5000

5 OTHER EXPENSES
(Erection Inslallation, Securilv Deoosil, etc) 7500 7500 15000
TOTAL: 164,200 220,200 384,400

Rei. hl"rn, Rank Banglade'h Lmllted



Annexurc-C

Investment required to Set-up Textile Units to fulfill the demand of 100%
Knit Fabrics & 40% of Woven .Fabrics for Export Market and 85% Fabrk~
for DomesticMarket:

Tnvestment rcnuircd 10 fulfill lhe demand of
Requirement hpected Capacity KlIIllber Investment

suppl} to be ,ctup of UnLts required
fmm required (InmillionTaka)
exi,ling
mills

For Ex on Market
i) !oo';(, of knit fabric> I,Xm 936 867 '" 18,480.00

million rrrillion mitlion
rrlClcrs mele,s mele"

ii) 40% of woven f~bl'ics '"' million 336 148 " 14,250.00
meier, rrrillion milllOn

mGICrS mete"
iii) Spinning mill; 10 Fm Knit. 256 21:1 40 28,000.00

,upp0l1 the kniuing 400 llultLon million kg million kg
",,<Iweaving uni[s 19

Fol' Woven.
69 million
18
Tow!: 469
minion k~

Sub.total: GO,730.00
For Oome'li" Market:
i) 85% of fabrics 1,96() 1,684 282 J6 12,600.00

million million million
meters meter, meier,

ii) H.'i~;'of yarn 246 million 176 70 minion n 3.250.00
l' minion kg I k

Sub-tot,,!: 15,850,00
Total: 76 SMO.OO

IRef: (.haptel VI & Vlll
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