Directors’ Report-2008
Bismillahir Rahmanir Rahim,

Distinguished Member of BTMA & my colleagues in Board
It is indeed a great pleasure for me to extend you all a hearty welcome to the 25th Annual General Meeting of BTMA. We have completed another eventful year of our tenure. This is the 2nd year of the one term of the existing Board of Directors. I am extremely happy to present before you the Annual Report which contains the Directors Report for 2008 of the Association, on behalf of the Board of Directors.  
The Textile Sector of Bangladesh is playing a very important role in the economic development of our country by earning huge foreign exchange which is next to wage earners remittance. Besides creation of employment opportunities and supporting government policy of poverty alleviation, textile has become the prime mover of the economy. As the apex body of the Primary Textile Sector (PTS), BTMA since its inception has been relentlessly trying its best to mitigate the problems of its members and initiate various positive efforts towards the development of Textile Sector as a whole.  
You will surely bear me out that over the years significant development has taken place in the textile sector. Here I would like to present before you an overview of the existing structure of the Primary Textile Industry’s achievement, development & contribution between 1994-2008:
Development

	▬   Investment:
	About 4 billion Euros.

	▬ Capital Structure
	Equity :  30 Borrowings : 70

	▬ Spinning Mills:                    
	Increased from 76 in 1972 to 324 in 2008

	▬  Spindle Capacity:                 
	Increased from 1.42 Million to 7.2 Million.

	▬  Yarn Production Capacity:
	1.50 Million kgs to 1600 Million kgs

	▬  Loom Capacity
	5000 Million, 30% are lacking for export market.

	▬ Fabric Production Capacity  
	Increased from 1260 Million to 1600 Million meters.


Achievement

	▬ Export Earnings of Textile 

    &  Clothing [T & C]


	Increased from US$ 0.12 billion to about US$ 1.50 billion.

	▬ Global Market Share in T&C 
	2   %


 ▬  100 % of the demand of  raw materials for knit RMG are being met by locally. 
 ▬  Bangladesh now becomes the most significant supplier of clothing in the EU market.

 ▬  100% of the domestic fabric and Yarn requirement are met by Primary Textile Sector. .

Contribution

 ▬  77    %  of the total export earnings come from Textile & Clothing Sector.

 ▬  40    %  of Manufacturing Value Addition come from textile .

                 Textile Sector provides 5.00 million jobs of which 80% are women.

                 Contribution to GDP is around 10%.
     Structure of The Bangladesh Textile Industry

	Sl. No.
 
	Sub-Sector
 
	No. of Units
 
	Installed Machine Capacity
 
	Production Capacity
(In Million)
Capacity
	Manpower
 

	1
	Textile Spinning
	341
	7.20  ml. spld
	1600.00 ml. kg
	4,00,000

	2
	Silk Yarn
	-
	2,888 Reeling
	0.60 ml. kg
	-

	3
	Weaving 
(Large Mill - Grey Fabrics) 
Private Sector
	400
	25,000 SL/SLL
	1600.00 ml. mtr
	80,000

	4
	Specialized Textile & Power loom
	     1,065
	23000 SL/SLL
	    400.00 ml. mtr
	  43,000

	5
	Handloom (GF/F)
	148,342
	498,000 Handloom
	837.00 ml. mtr
	10,20,000

	6
	Knitting, Knit Dyeing (GF): 
(a) Export-Oriented
(b)   Local Market
	800
2,000
	    12,000 Knit/Dy/M 
5,000    Knit/M
	 3,600.00 ml. mtr 
 500.00 ml. mtr
	300,000
24,000

	7
	Dyeing & Finishing (FF): 
(a) Semi-mechanized 
(b) Mechanized
	180
130
	- 
-
	120.00 ml. mtr 
1600.00 ml. mtr
	10,000
23,000

	8
	Export Oriented RMG
	4,500
	-
	475.00 ml. doz
	20,00,000

	9
	Others: 
Textiles Trade Association, Buying Houses, Sewing Thread, Local Agents, Luggage Mfg. etc. 
	-
	-
	-
	600,000

	
	GRAND TOTAL
	
	
	
	45,00,000


From the above it reveals that Bangladesh Textile Industry has now become an import substitute industry. Now we are at a point where we have laid foundation of a strong textile industry, and therefore, must be given a fair deal by the government in terms of infrastructures, utilities, policy, financial support and necessary market protection from illegal entry of textile raw-materials & finished goods. This will enable Bangladesh to become a leading textile producing and exporting country taking advantage of its population & comparatively priced labour.  

(2)
The only strategy in the Textile Sector of Bangladesh is to establish backward linkage at a very fast rate taking advantage of favourable policy support. You are aware about Textile Policy 1995, which was published with lots of high hope & wishes.  The short and long term strategies mentioned in that policy were so vague that it was never considered to be nobody’s baby to implement it. In this connection I am to draw your kind attention to the workshop organized by the Ministry of Textiles and Jute in cooperation with BTMA & Bangladesh Quality Support Programme (BQSP) of UNIDO in 2007 to formulate the Textile Policy. Representatives from BGMEA, BKMEA also participated in that workshop and placed their valued comments/ proposals to formulate an industry driven appropriate policy. Other concerned stake holders also made result oriented suggestions on behalf of Textile sector. BTMA took lot of initiatives, but I am sorry to say that the policy is yet to be made public. 
In order to establish a successful export market, two elements are necessary, the first one is policy support and the other is enabling economic environment. The global economy now passing with slowdown of economic activities.  Most developed countries have taken various measures to protect their institutions which are contributing in their economic development. Our RMG sector has created a good market for us where we can supply/export our out-put. With our support export earnings from T&C now has reached about US$ 10.20 billion. This earning   may exceed US$ 20 billion within the shortest period of time provided necessary policy support is provided.  I am confident that an appropriate textile policy committed on implementation can help us to achieve the above target. In such a situation, I urge the government to formulate an industry driven Textile Policy without any further delay.

(3)
Now I would like to place some issues which are hindering the growth & development of our  Primary Textile Sector  (PTS) before you. There exists a misconception that there is a conflicting interest between the PTS and the export oriented RMG sub-sectors. But in my opinion BTMA always believes that actually the success or failure of these two sub-sector is inter-related. Soon after assumption of the office of President of BTMA I and my Colleagues initiated efforts to eliminate misunderstanding, if any.  

At present PTS suffers from a number  of issues that are hampering the growth and development and deterring the PTS to play its desired  role  which are as below:

(Unfavorable debt-equity rates.
(High interest rate on long term and Working Capital loans.

(Irrational tariff structure on raw materials & spare-parts,

( High Bank Charges,

(Shortage of Land and inadequate infrastructure facilities, 

(Dearth of skill Manpower.

Keeping in mind and the changing trading environment and current global trend  in international textile trade, the above issues were raised with our Policy Makers with  specific suggestions to make our PTS more competitive. 

(4) 

The world economy is passing a crucial time due to economic recession. As a result our textile sector as a whole is gradually being impacted by the global financial crisis. This impact has been magnified by the actions in currency depreciation of our competing countries like Pakistan & India.  This action has created an  opportunity for Indian business houses to export cotton yarn to Bangladesh at a lower price. The present economic slowdown has affected our market mechanism as well as our factories. To meet the challenges of the global economic crisis, our competing countries have adopted strategies to sustain and strengthen their market position. In line with that India & Pakistan, our competitors in global textile & Clothing trade have experienced depreciation in their currencies by 25% & 30% respectively. At the same time they have also lowered their interest rate. Textile sector of Bangladesh  now is an import substitute sector. As such we requested the Government to initiate an action plan in the form of financial reform programme wherein  we suggested for rationalize of the currency exchange rate, reduction in interest rate, subsidy in the utility services & enhancement of  existing rate of Cash Assistance in lieu of duty draw back or bonded warehouses for increasing our competitiveness to that level of our competitors.
(5)
The European Union initiated a move regarding changes in the existing GSP scheme from 2 stage transportation to Value Added criteria for Textile Products. You will agree that the existing GSP scheme facilitates Bangladesh in building a healthy backward linkage in the  textile sector resulting in   significant development in the knit sub-sector. The GSP scheme has been a catalyst in transforming import substitute concept to export led growth concept. In the field of textile products, the 2- stage transformation criteria of the Rules of Origin provided LDCs, including Bangladesh an opportunity to have a sustainable export growth along with a strong backward linkage industry. Export of apparels grow from a few million Euro to around 4.60 billion in EU markets due to preferential tariff under GSP scheme. However, a move by EU to amend/modify the existing scheme may have serious ramification in the growth pattern of PTS. 
Considering the above BTMA arranged a Round Table Discussion Meeting at Radisson Water Garden Hotel wherein we invited the Head of the Missions of EU Countries to explain our stand on the proposed derogation of existing GSP Scheme. Representatives of the EU Missions in Bangladesh attended the Round Table. We placed our views in the Round Table i.e. if any changes take place in the existing Rules of Origin Criteria of EU GSP that will adversely impact our Primary Textile Sector (PTS) affecting negatively Government’s poverty alleviation programme, employment generation & empowerment of women. On the other hand any relaxation of Rules of Origin of EU GSP with value added criteria will help in  passing the benefit of GSP to developing countries and this will definitely put an investment of  3.5 billion in jeopardy, deter investment and affect the competitiveness of our apparel export. I am pleased to inform you that the EU has decided to continue its existing GSP Scheme up to Dec, 2009.  I assure you that BTMA will leave no stone unturn  to protect your interest as well as that of the textile industry.
(6) 
You will kindly agree that owing to supportive policies of the Government, we have now a considerable size of backward linkage industry for which our knit Sub- sector has achieved a phenomenal growth. The achievement so far made was possible due to permitting import of Textile Capital Machinery & raw materials at zero duty/taxes and other incentives. But the Government in 2006-07, imposed 10% import duty on Textile Capital Machinery & 10% Import duty & 15% VAT on some of the raw-materials namely on  Polyester & Viscose Staple  Fiber and Chips / Pet-Chips.

Since the imposition of the duty /taxes on the above items, the Association initiated an all out efforts for complete withdrawal of duty/taxes through representations, press conferences & discussion with the concerned officials & advisors of the Government highlighting  its adverse effects on the growth & development of textile sector. Realizing the potentials of the textile sector, the Government finally withdrew the import duty of Textile Capital Machinery subject to the certification of BTMA.

Polyester and Viscose Staple  Fibre are now considered as main raw materials of Textile Spinning Mills. I am to inform you that to sustain in the global competitive market, a good number of spinning mills of Bangladesh converted part of their production process for production of blended yarn with mixture of raw cotton and polyester/viscose staple fibre. Currently the use of fabrics made of blended yarn has increased significantly. Due to change in demands & taste, many RMG are buyers are now preferring blended RMG to cotton based RMG. The present ratio of demand for blended RMG to woven RMG is almost 50:50. 
Due to imposition of duty/taxes on Polyester and Viscose Staple Fibre, we are losing our competitiveness as more than 80% of the above raw materials are converted into exportable apparels. As a result existing mills producing those import substitute items are facing economic difficulties as the cost of production has becoming higher. Since the imposition of duty/taxes on the above items, the impact of such imposition was duly raised with the NBR and appropriate authorities.  But I am sorry to mention that in spite of our best & sincere efforts, we could not succeed for withdrawal of such duty/taxes .However, efforts are still continuing and we are hopeful & confident that ultimately the Government would realize the importance of the issue and will take positive step.
 I feel proud to mention here that Bangladesh now emerges as a significant supplier of Denim Cloths & Home Textile Products to the European market. This has been possible due to availability of raw materials locally, particularly cotton yarn which are being produced mainly from waste cotton. In spite of that Denim Fabric Manufacturers are experiencing the following problems which are hindering their growth : 

▬  No specific rate of  wastage for Denim Fabric.

▬     High duty/tax on spare parts of Denim machines.
▬  Delay in obtaining Utilization Permission (UP).
▬     Delay in realizing money of exported fabrics.
BTMA has taken initiatives to mitigate the above problems. But the above issues are policy matter  for which I feel need to be  resolved in phases over the time. 

(7) 

You are aware that for long the country is suffering due to acute power shortage. Owing to energy and power shortage, all sorts of development activities are now under threat. In spite of best efforts of the Government, this situation has not improved, rather aggravating day by day. At present particularly in the textile industry, production loss to the extent of over 35-50% are known to have occurred due to energy shortage. It is known that our member mills have to make a 20 % additional Capital investment to cater for the generator & gas connection and to go for capital power generation. 
You might be aware that due to low gas pressure and inadequate supply of gas this year many textile mills located at Gazipur, Rupgonj, Araihazar & Bhulta have suffered huge financial losses. Considering the seriousness of the matter, we raised the issue through various channels with the Managing Director of Titas Gas & Transmission Company, Secretary, Ministry of Energy & Mineral Resources& finally with the Advisor, Ministry Energy & Mineral Resources wherein we highlighted the consequences of low gas pressure.  I am happy to mention here that the above problem has somehow improved due to our relentless efforts.

(8)

Bangladesh Energy Regulatory Commission arranged a public hearing regarding adjustment, and  revision of gas price used by different stake holders due to increased of oil price in the International market.  In that hearing it was agreed by all stake-holders that gas price needed to be adjusted or revised or reviewed as and when situation demands.  BTMA member mills are the major consumer/user i.e. about 77% of the total gas of Titas Gas. You are aware that last three months global trading scenario has taken a dramatic turn. Petroleum price plummeted by 65%  per barrel. In such a situation major factor contributing to the proposed revision of gas price i.e. higher cost of production due to direct influence of higher petroleum price does not stand valid.  
You will kindly agree that due to failure of the Government with regard to provision of power to industrial units, the big industrial units  are generating power not out of choice but out of compulsion. As such BTMA proposed that before tacking any decision regarding increase/adjustment/or revision of gas price, if situation demands in future, the following points may kindly be taken into  consideration, otherwise any increase in gas price will definitely hamper the growth and will be suicidal for the export-oriented RMG industry. 
▬  
The industries in Bangladesh, especially the Textiles & Clothing (T&C) are competing with various competitors operating at international markets where energy and other utilities are guaranteed by the Govt.

▬
Industrial units under the private sector had to make huge investment into captive power generation including infrastructure development.

▬
Gas connection and to ensure proper flow of gas, industrial units had to incur huge additional expenditure resulting in increasing project cost, affecting cost of production.

(9)   
It is learnt that the government is planning to introduce minimum wages scheme for the textile units under private sector. You are aware that fixation of minimum wages for the garment industry has created an example for other sub-sector. We feel that without taking other aspects such as size of units, efficiency, productivity & the capability of the units into consideration by the government, implementation of the said decision by all the garment units may not be possible. As such resulting serious law & order situation in the garments sub-sector may collapse at any time.  In such a situation, move towards fixation of minimum wages for workers in textile industry mainly, spinning, weaving & dyeing-printing-finishing sub-sectors will definitely create another complex situation. BTMA always consider that wages should be determined on the basis of the size of the units, efficiency, productivity and financial capability of units. More so the issue may be shorted out between the management and the union, if exists.  Generally, in a market economy wages are to be fixed by the market mechanism. 
(10)
The main raw-materials of spinning mills is raw cotton which is being imported from all over the world. Spinners  of Bangladesh meet around 65% of its annual demand of 3 million bales of raw cotton from Uzbekistan. Currently the apparel trade is facing the compliance issues. RMG has a direct bearing on various compliance issues including child labour. It has been reported by many agencies that Uzbekistan has been using child labour in their cotton production. Wal Mart already suspended buying garments made out of Uzbek cotton owing to use of child labour during cotton plucking in Uzbekistan. We apprehend that other big buyers may follow the same suit.  

We consider the above issue giving importance and so raise the matter with our government with request to take-up the issue with the Uzbek Government to address the sensitive issue. We also requested Minister in charge, Ministry of Foreign Economic Relation, Investment and Trade of Uzbekistan to take action to settle the matter once and for all, other wise BTMA will be compelled to look for other  sources for raw cotton. 

(11)  
You are aware that in recent times Home Textiles and Denim Products have shown remarkable export potentials and the exports of the same have increased many-fold. The main reason behind such increase is the availability of raw materials for production of the same at local level.  The main raw material of both Home Textiles & Denim products is yarn of coarse count made out of waste cotton that comes out from Spinning Mills.
Making Spinning Mills financially viable and make their products cost effective, most of the Spinning Mills by now have set up open end/rotor mills and many more are in the pipe line where waste cotton is used as the main raw materials for production of yarn for the export oriented Home Textiles & Denim products. In this regards I am to inform you that due to export of the cotton waste at a very low price to our competing countries, local open-end mills faced serious crisis in procurement of waste cotton and were heading for closure.

The impact of the issue of export of waste cotton was raised with Ministry of Commerce (MOC) giving priority importance. We proposed MOC to fix a Minimum Export Price (MEP) to discourage export of the same. I am happy to mention here that considering the consequences  the government has fixed a Minimum Export Price (MEP) of waste cotton. It is learnt that due to above decision of the government the situation i.e. crisis in procurement of waste cotton locally has been removed to a some extend. 

(12) 
Our attention was drawn to a statement made by a Trade Association regarding higher price of yarn produced at Bangladeshi spinning mills. In the statement it was alleged that taking advantage of the ban on Commercial Import of yarn through land port, BTMA member mills to earn exorbitant profit have increased the yarn prices and demanded relaxation of some conditions of yarn import through land port and also withdrawal of the ban of commercial import  of yarn through land ports. Considering the consequences of such misleading allegation BTMA arranged a press conference wherein we explained our position with fact & figures.  Thereafter I  along-with some distinguished members of BTMA met the Chairman, National Board of Revenue (NBR) and briefed him about the impact of the proposal of allowing commercial import of yarn through land port. I am happy to mention here that finally the NBR re-impose the condition which they had withdrawn  earlier i.e. the condition relating to physical inspection of the imported yarn and laboratory test of the yarn count for ensuring the genuineness of the  import as per declaration.

(13)

I am glad to mention here that in the last decade there has been a remarkable development in the quality of Bangladesh Textile Products. As such on various occasions members of BTMA gave emphasis on holding of TEXBANGLA. You are aware that TEXBANGLA is a biennial  event of BTMA. Considering the sentiment of the members this year  TEXBANGLA was held at Bangladesh-China Friendship Conference Centre (BCFCC). Hon’ble Chief Advisor of the Care taker Government inaugurated the TEXBANGLA. The TEXBANGLA was followed by a Seminar and a Fashion Show. I expressed my profound appreciation & extend my heartfelt gratitude to the members  for their whole-hearted support for successful holding of TEXBANGLA. 

(14) 
As the apex body of Primary Textile Sector (PTS) it is our  obligation & responsibility to take initiatives for development of a strong textile manufacturing base for effectively  confronting all the challenges. Realizing that BTMA in cooperation with ES Event Management, a Malaysian Company, organizing an exhibition namely Dhaka International Textile & Garment Machinery Exhibition (DTG) from 2004 every year. This year we also have organized such exhibition which was held at Bangladesh-China Friendship Conference Centre from 21-24 January 08. I feel such exhibition offered a unique opportunities for our local textile & garments manufacturer as well as our technician to have a glimpse of technical advancement that have taken in the global textile production, innovation of new textile machinery and equipment. This is now has become an annual event of BTMA. Now I would like to inform you that the next DTG will be held from Feb 8-11, 2009 at Bangladesh-China Friendship Conference Center (BCFCC), Sher-e-Bangla Nagar, Dhaka.  I invite all of you in advance to visit the exhibition.
(15)
BTMA members are now widely exposed to international trading community. As such our association by now is widely known in and out side the country for its active role in policy planning and for significant contribution towards the nation building activities. As a result various international organizations extended their invitation to BTMA for participation in various programs/events particularly in the textile related issues. Here I would like to brief about some important events.

Upon invitation of Garment & Textile Executive Forum, BITEC, Bangkok, Thailand I attended  the said Forum meeting as a Guest Speaker which was held from July 3-4, 08. The above Forum meet was hosted by three prominent organization namely Thailand Textile Institute, Thai Garment Manufacturers Association and Reed Tradex. The aim of the forum meeting was to promote better collaboration and to address  the opportunities for garment and textile manufacturer to convene, network, exchange ideas and develop partnerships.

WTO Mini-Ministerial Meeting was held in Geneva from July 20-24, 08. I attended that meeting as one of the official delegate members. Various WTO issues including DFQF market access and NAMA negotiations under DDA had been discussed in that meeting.

ITMA ASIA + CITME 2008 was held in Shanghai, China from July 27-31, 08. Upon invitation of the Chairman, China Textile Machinery Association & Vice-President of China National Textile Apparel Council (CNTAC), I attended ITMAASIA + CITME as their guest.

BTMA in cooperation with Globe Cot organized a Summit namely Fibermax Summit 2008 at Radisson Water Garden Hotel, Dhaka. The main objective of the Summit was to highlight the quality of Fiber-max  Cotton and the cotton value chain. The said Summit helps the Bangladeshi spinners and weavers about the value of FiberMax cotton. The Summit was followed by a cultural programme.  A good number of representatives of BTMA member mills attended the Summit.

This year Cotton Council International (CCI) Washington DC hosted a delegation of BTMA members on a Special Trade Mission (STM). I led the delegation. During the visit the members of STM pointed to several issues that currently adds import cost of US Cotton and sought assistance of CCI and US Cotton industry people in redressing this circumstance. Apart from the above, the delegation members attended various meeting, seminars and workshop. Besides  I attended various meetings, workshop & seminars wherein I tried to focus BTMA’s view with regard to the development of textile sector.

(16)

You are aware that in Bangladesh, Research & Development in Textile Sector is not satisfactorily developed like other countries. Government support is needed to make the Research & Development issues more effective & operational. Recently the stake-holders of RMG sub-sector expressed their opinion that within 2/3 years their exports earnings through RMG may reach about US$ 20 billion. We feel this can be achieved but without textile sector development including improvement of technology & skilled Manpower, this may not be achievable.
Realizing the above, upon a proposal of BTMA, the Government reconstituted the Governing Body of National Institute of Textile Training, Research & Design (NITTRAD) and handed over it to BTMA  officially on 8th September, 08 to run the same under private-public partnership . At present its performance is below satisfactory level. We have taken all required  initiatives to run the institute efficiently.
(17)
You are aware that the land which was allocated by the Govt. in 2006 has been cancelled by the care taker Government without showing any reason. You will kindly agree that in a quota free environment our textile trade is facing serious competition in the international market. At present BTMA’s area of operation is more diversified and contribution of its members in the national economy is also very significant. In the meantime huge investment has been made in the textile sector for which BTMA activities has been expanded. Keeping in mind, soon after cancellation of the land, allocated earlier  I met the adviser in charge of Communication, Director General of Bangladesh Railway & Secretary, Ministry of Communication wherein I  explained to them the role of BTMA and the importance to have a BTMA Bhaban on its own land. However, considering the importance of BTMA own Bhaban, we have submitted an application to RAJUK for allocation of 2 Bigha Land for BTMA Bhaban.

(18) 

Dear Members,

Before the phasing our of MFA there was a negative apprehension about MFA phase-out. Since textile trade is directly related to MFA phase out, different groups anticipated the impact from different perspectives. Whatever was the assessment, you are now aware that our textile trade has sustained & is expanding at a satisfactory rate particularly in the spinning & knit RMG sub-sectors. 
The importance of the textile sector in the national economy, its contribution to GDP, its provision to employment generation and contribution to the expansion of the industrial base cannot be ignored by anybody. Owing to BTMA’s relentless endeavour, the image of textile sector of Bangladesh has been enhanced nationally and internationally. BTMA is trying its best over the years to solve the problems confronting the textile sector. No doubt, significant development has already been achieved by now. However, there are a lot more to be done and those need to be taken care of.
On different occasion, we take up the unresolved issues with the concerned authorities and try to reach an amicable solution. I along with my fellow Board Members have always been trying to work jointly for furtherance of our causes. Various issues affecting the growth of textile sector are there. If we get your continued support and co-operation, as that we have been receiving in the past, Insha-Allah, we will be victorious. In fine, I further express my profound appreciation to all of my distinguished members for their continuous and unconditional support and co-operation. 
Abdul Hai Sarker
President, BTMA.
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