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1,00 INTRODUCTION




daksf OBJECTIVE

The purpose of this study was to oarry out a complete evaluation of the
Bouadorian Textile Industry and to properly identify major problem areas.

Based on the findings, to formulate specific recommendations for a com=~
plete reorganization and modernisation of the textile industry in order
to become competitive with other latin American countries, in particular
those comprising the Andean Market,

1,2.0 SCOPE

1,2,1 Industry Oroups

The study included the following industrial sectors:

- Cotton

- Wool

- Synthetic fibers and mixtures (staple and continuous filament)
- Knitting

Within each of the aforesaid sectcrs the following operaticns were ana=
lysed: '

- Spinning
- Weaving
- Dyeing and Finishing

1,2,2 Operational Sectors

Mcucn

Functional areas in each phase of operation were reviewed, existing con-




dtions evaluated, discussed and oempared vith she lovels of \he tomtilde
tadustry in other countries. In greater dotail Wais included whe follewing!

Supply and utilisation of rew materinls
Analysis of the volume and type of prodaction
8ise and oapacity of the plante

Braluation of the present state of machinery
Productivity and Efficiency

Hanpower utilisation and cost

Distribution of work loads

Wage structure and other social bensfite
Bxtent of training

Redeplcyment of manpower

Quality

Production and managemsnt controls

Marketing
The following aspects of the marketing function were evaluated:

General characteristics of the market

Existing marketins organizntion and distribution systems

The evolution and forecast of the textile market by cawmodity groups
Competitive analysis with other countries

Relation to the Andean Market

The following mumber of campAnies in each sector were visited by ewr
specialists and a detailed investigation of all aperatiomsl functiens
was carried out:

Cotton 19
Synthetic Fiber b
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RO PROGUCTION
20,1  Rav Materjals

T™he major portion &f cotton and wool consumed are nationally produced,
All gynthetic and artificial fibers as well as dyestuffs and some chemi=
'oAls are imported,

Oottom: =

Price of cotton was found to be 20 -~ 30% higher than inter=
mational prices of comparable quality, Ths differential
dhsappeared with the recent devaluation , but the latest
reports indicate a renewed tendency towards internal price
increases.

The quality is irregular and inferior to cotton consumed in
all other South American countries.

The commercialization of cotton does not take into account
adequate classification.

It is recommended that:

fymthetics:-

Internal cotton prices be maintained at an internationally
ocampetitive level,

The National Cotton Association should implement a proper
and effective cotton grading program in order to protect
the buyer against misclassified raw materials, This at the
same time will bring about an overall improvement in regula-
rity and quality,

All synthetic and Artificial fibers are presently imported,
Both quality and prices are at international levels. Very
low import duties place Ecuador in a very advantageous poe
sition with respect to its neighbour countries,



' Vool =  Prices of nationally produced wool are much higher than
international levels and even after freight and duties
are considered,Argentine or Uruguayan wool is more compe-
titive,

- ;!'ho quality is generally inferior to that of the wool pro=-
ceeding from the above two countries,

= The yleld is considered to be approximately 60% of what it
could be,

- Commercialization and grading are not unified,
It is recommended that:

= A study prepared by CENDSES and covering the wool growing
industry be implemented without delay to bring about impro=
, ved quality, yield and higher output,

- All wool should be washed and graded by a central agency
1ike ANCO, as washing of wool by individual mills is uneco-
nomical and results in poor quality.

- Prices of wool should be brought in line with international
levels through the overall improvement of the wool growing
techniques and appropriate government action,

L )

2,1,2 Machinery and Equipments

Condition:

With the exception of a few obsolete installations the equipment of the

cotton industry is quite modern and can be considered better than average

for South America,

In the synthetic fiber industry the equipment was found to be modern and
{ in the wool industry average,




The knitting industry was found to have modern and up to date equipment.
In all the industry sectors very little automation was found, Autamation
should be introduced slowly and primarily to improve quality,

Utilization:

Considering only the spinning and weaving operations in the Cotton and
Synthetic fiber industries, the emioment utilization was found high, co=
rresponding nearly to a full three shift operation,

In the wool industry the utilization in the corresponding two soctions and
in the knitting industry, machine utilization corresponded to a two shift
operation,

Balance:

Most of the mills with the exception of a few of the largest were found
unbalsnced thus showing & considerably lower machine utilization in Soin-
ning and weaving preparation sections as well as the dyeing and finishing
plants, In the case of the smaller mills, due to their size, this is
unavoidable and could be remedied only through consolidations and mergers.
In the case of the larger mills every effort should be made to trade used
equipment through dealers and associations to remedy this situation,

N

Productivity:

The machine productivity in all industry sectors was found low due to low
machine speeds and low efficiencies.

Oonsidering the eaquipment installed as well as the operating conditions
machine productivity was found to be as follows:

Spinning Weaving
Cotton 67% 75%
Synthetic 64.5% 68.2%

Wool 63% 59%




2,1.3 labor and Productivity

The labor productivity (output per man-hour) of the Ecuadorian textile ine
dustry on the whole has been found very low, This due to the already low

machine productivity as well as low work loads, It was established that

under the present conditions the labor productivity could be increased as
shown below:

Sgnimig Weaving
Cotton o 66% + 338
Synthetic + 1268 ¢ 111%
Wool + 2048 * 198%

This can be achieved first by raising the machine productivity by running
the machines at correct speeds and attaining reasocnable efficiencies through
proper production planning, adequate maintenance and improved processing.
Secondly, through industrial engineering methods, correct workloads should
be established and superfluous workers dismissed.

There are no formal training programs provided by the textile industry for
their operators. Such training programs would inevitably lead to producti=
_ vity increases, improved cquality and consequently lower costs,

8
Throughout the industry work loads have not been assigned in accordance
with work measurement techniques and this results in actual workloads 25%
to 50% below accepted levels for South America,

Ecvador has the lowest wage structure for the textile worker in South
America which tends to off-set for the present time the low labor produc-
tivity, Nevertheless the following table indicates that substantial im-

provements are possible. The following are labor cost/unit output indices
for the cotton industry:




LTS

Spinning Weaving

Eouador - present condition 100 100
Bouador - improved condition 62 N
Peru 224 2710
Colombia 60 o5
U.S.A, 152 ' 136
. Germany 124 169
France 14 155

Similar conditions exist in the aynthetic,wool and knitting industries.

2,1 Quality

Cotton;

Synthetics:

Wool

With very few exceptions, the quality of the yarn and
cloth produced in Ecuador is below the average level of
comparaole mills in other South Americascountries.

This is mainly due to low quality of cotton, inadecuate
sslection and blending, lack of in process quality con-
trol and adequate supervision and poor machine maintenane
ce,

In gereral the quality was found to be up to international
standards,

Pure woolen products are rarely made. Blends with rayon
and other fibers used in the manufacture of cloth and
blankets are usually of an inferior quality,

Acrylic products have been found to be of a generally
high aquality,

For worsted cloth generally imported wool is used and
these products were found to meet standard quality
requirements,
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Knitted goods - These were found to be of good quality in as much as the
yarn and knitting are concerned.
Dyeing and finishing wers often completely unacceptable,

2,1,5  Production Controls

L0

With a few exceptions Production Controls in all areas were lacking or inade-
quate, Their importance and significance are not fully understood by manage-

ment and therefore they are mever in a nosition to know the exact status of
their operating results, Thus problem areas are not identifiable and reme=~
dial action cannot be taken promptly.

2,1,6  Cost Controls

The majority of mills have an inademate historical cost system which does
not reflect accurately the true product cost. Standard costs have not been
developed and hence verformance evaluation, investigation of high cost face
tors and corrective action have not been practiced,

2.1,7 Production Planning and Controls

Adequate production planning and control systems were found in only 11% of
the cotton mills and none.of the synthetic,wool, or knitting mills, This
has besn found to bo“ﬁauae for freruent production changes, remlting in
excessive machine downtime and corresponding loss of productivity,

Inventory levels of materials and parts were found to be 15 months of con=
sumption in the Cotton Industry and 6 - 8 months of consumption in the
gynthetic and wool industries, An acceptab e level for Ecuador is consi-
dered to be 6 months,

In dyestuffs and chemicals, the inventory levels in the cotton industry
were 12 months and in synthetic and wool industries 8 = 9 months, An
&cceptable level would be 4 = 5 months, These abnormally hich stock levels
are due to a complete lack of inventory management techniques,




(

fa1,8 Supervision

MNost supervisors have been promoted to their present positions from the
labor force and have had no formal Spervisory or technical training, !
suoch, they are not able to assume operational reeponsidbility to MAhAgZe
their sector of opereation., Thus the heavy burden of day to day productiom
problems and decisions falls on top management and in many instances these
problems are left unresolved.

1y
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2u2,0  Narkebing

22,1 Merket Charmcterigtics

The pepulation of Ecuador in accordance with the latest estimates is 1
6,117,000 inhabitants, Omnly 30X of this population is estimated to be
sconomically active, The population is almost equally divided between
the coastal tropical soms and the mors temperate mou atainous region,
fhe Orient (tropical jungle) is practically uninhabited, The average

yearly population growth exceeds 3i.

Baoed on the last available figures only 17§ of the economically active
pepulation is ranked in the high and mediun income groups. As a result
the industry should be oriented towards medium and low priced goods,

Daring the years 196k to 1967 the gross mational product has shown

stendy gaine of close to €. During the first half of 1970, the repor=-
ted grouth has besn only 0.3%.

2,2,2 The Bouadorian Textile Harket

Baring the years 1965 to 1968 the apparent per capita consumption has
remained slmost oonstant at approximately 1.980 Kgs, Only in 1969 it
rese %o 2.126 Kgs. In other countries with similar social structures

the per capita consumption is generally higher,

Bering the yearsl9ss to 1969 cotton products have been steadily loosing
@groand to artificial and synthetic fiber. products, while wool products
chowed 2 slight gain,

g Share of the market §_change
00 1299
0“‘“ s.‘ 59.5 - 6.1
Synthetic 22,2 7.4 e 5.2

Vool 12,2 13.1 . 0.9




The above figures as well as those quoted in the body of this report have
been obtained from official sources and supplemented by our estimates in
the areas of unofficial imporis and exports.

Based on the production figures obtained during this study the following
indices were developed to show the evolution of production and average
unit prices between the years 1965 and 1969, Index of 100 corresponds
to 1965.

Industry ' Production Ave,unit_price
Cotton 150,0 116.0
Artificial & Synthetic 164.0 121,0
Knitting 160.0 9h.5

# The production growth of the wool industry appears exagerated because
the largest mill did not report production {igures,

While textile production rose 50 to 60% (excluding wool) from 1965 to
1969, textile product consumption increased only 194 during the same
period, This is due to a slight reduction of imports but primarily to
steadily growing unofficial exports,

For the next five years™it is expected that the Bouadorian Textile market
will follow the present trends. The ootton industry while maintaining
moderate growth will loose its share of the market further to artificial
and synthetic fabrics, It is expected that wool will make modest gains.
The market distribution for 1975 is expscted to be as followst

Industry g share of the markey
Cotton u7.7
Synthetic n.t

Wool .6
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Total consumption of goods is expected to have the following growth:

Consumption - tons §__change
1570 1975
Cotton 1600 8350 e 9.9
Synthetic 1800 2550 ¢ 1.6
Yool 3900 6600 ¢+ 69.2

The growth of the textile industry in itself is most difficult to pre=-
dict since a great deal depends on future developments with respect to
the Andean market or action taken by neighbouring countries,

2,2.3 Marketing Systems of the Textile Companies

Generally we have found that the companies because of their relatively
small size, a rather strong demand,and the attitude of management do not
apply any specific marketing gystems or policies. Sales in most cases
are directed by the general manager or owner himself.

Considering the aver~ge size of the Ecuadorian textile company and the
relatively standard items which they produce, this approach is ~deonuate
to cover the immediate needs of the national market, In the future the
market will undoubtedly become more competitive and this will require
the addontion of progre'asively more elaborate marketing techniques,

00 to 90f of all textile goods are sold to vwholesalers in Quito and
Guayacuil who in turn distribute the goods to their own branch stores
in other parts of the country or to retailers and small industrial
users. The rest of the production is sold directly to retailers or
jndustrial clients. In all cases the wholesalers are non-exclusive
and factory distributors are practically non-existent. Under this
arrangement, the individual mills known how mach of each article they
sell but lack the knowledge of their product's territorial coverage.
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2,2,k Import - Export Considerations

A few years ago Ecuador used to receive large quantities of textile pro-
ducts from abroad, Since then the textile industry began to grow and at
the same time improve its auality and product mix thus gaining national
acceptance for its products. Today the flow has been reversed to the
extent of US $ 7,5 million anmually in accordance with our estimates.

This fact indicates that the industry in certain areas has reached a
state which is at least camparable to those of other neighbouring comun-
tries.

This is particulary true in the case of synthetic fiber products,




2,3,0 THE ANDEAN MARKET

The Ecuadorian position within the Andean Market 1 considered advanta-
geous due to spscial concessions received from the larger oountries Wl

the industry will have to act with no delays in order to take advantage
of these. An additional competitive advantage is the prevailing low
labor cost,

On the other hand low productivity, low product ouality and the relati-
vely poor cotton at excessively high prices are items recquiring the
industry's as well as the government's irmediate attention,




24,0 _INTEGATION OF THE INQUOTAS

With very few exceptions, the ocempanies beleng 40 one or twe owmers and
have family=type organisatiens., The Bowaderian industrialist is very
Andividualistic, to the peint that mambers of the same fAmily have inde=
pondent and aometines competing colpanies. This has preduced vertical
integration which in mest caves resulted in poor wtilisation of produee
tien facilities, dunlication of some services and the imability to
afford others on an individual basia.

This ultimately results in higher product cests,

Margers of companies, in particular the cemtralisation of dyeine and fi-
nighing facilities are highly reconmenrded frem both techaiocal and commer=
cial points of view,

larger onerating uniss vould achieve the follaring bensfise:

- better balance and utiliszation of emuipment

- capability to emnley professional managemert and technionl staff
which in turn would improve productivity and wality and lower coess,

- greater financial strength

- capability to sustain a marketing organisstdon which oeuld promote
exports .,

- improved marketing strength

In the event that mersers could not be realised, the individeal industria-
lsts should sesk coonerative services for activities Loo osstly on e ine
dividunl basis. This could very well be channeled through the masiomal
Sextile association and include sueh activities as:

- testing laborateries
- intermatiomnl marketing organisatien
- consulting services en common preblems and in nen-cenflicting aveas

The Government should provide the necessary incentives fer iadustrisl ecen-
solidntien,
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3.0.0  THE COTTON INDUSTRY

Refinition: 1In this section all those companies are included
vhose machinery is adapted to spin and weave pure cotton or cotton

blends with man made fibers,

In total, 19 companies with 105.316 spindles and 2.073 looms have

been visited.

3.0.1 RISTRIBUTION OF COMPANIES BY SIZE

Cotton mills have been divided into two groups:

= Medium size mills, with more than 5.000 spindles and less

than 30,000 spindles,

- Small mills with less than 5,000 spindles.

The following illustration shows the distribution of factories

by sise in Ecuador:
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OAJECTIVES
score
Industry Groups

Operetional Sectors
Methodology

RERCUTIYE SUMMARY
PRODUCT ION

MARKET ING

THE ANDEAN MARKET
INTBORATION OF THE INDUSTRY
IHE_COTTON INDUSTRY

Distribution of Factories by Size
Distribution of Factories by Type

RAW MATERIALS

Cotton

3.1.1
3.1.2 Dyestuffs and Chemicals

MACHINERY AND MACHINE PRODUCTIVITY

3.2,1 Appraisal of Existing Machinery
3.2.2 Degree of Automation
3.2,3 Atmosphere Controls
Lay-Out of Machinery
Production Flow, Material Handling
Equipment and Storages
Evaluation of Technical Processes
Recommendation for Replacement and
Modernization
Production of Machinery
Balance of Production
Degree of Utilization
Degree of Productivity
Machine Productivity, Rates and Comparison
with International Standards.
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3,0,2. DISTRIBUTION BY TYPE OF INDUSTRY

b . 83% of the medium size mills are integrated spinning, weaving
and finishing industries, 17% are spinning industries only.

61% of the small mills are integrated spinning, weaving and
finishing industries, 23% have only spinning 8% only veaving

and 8% spinning and veaving.

SMALL MEDIW
Spinning, weaving and finishing 61% 83%
Spinning and weaving 8% -
Spinning . 23% 17%
Weaving 8% -

%RN ER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (313) 563-1380 - CABLE: WERNERCONS




3.1.0. RAW MATERIAL

3.1.1. COTTON

Findings: Ecuador grows cotton on its central and northern coastal
band and this cotton is used exclusively inside the country, The
government distributes the cotton according to requirements
estipulated yearly by the companies, Only in case of shortage
cotton is imported,

The cotton manufacturer buys his cotton from the ginning
companies, which get their cotton from the farmers,

Up to now, there does not exist normal dealing of cotton,
based on classifications of every lot, Cotton is sold under
classifications, which have been made in the past by outside or
inside industrial laboratories. The values are then universally
applied and nobody is surprised to receive cotton with characteris-~
tics far from the ones stated by the ginners. There are only a few majo:
industrials, wvho can protect themselves by checking the received
cotton with their own laboratory equipment and even in the case
of inferiority of cotton the possibility of rejecting a lot or
getting price deductions are not always given. Also the ginning
of the cotton is reported to be defficient and values of 157 trash,
foreign matters and invisible loss have been reported.

Recommendat Lons : Guayaquil's National Cotton Association is
supposed to control all cotton by next year (1971). This is an
absolutely necessary step to protect specially smaller industrials
against buying cotton of inferior than stipulated grades and will
start a tendency to improve quality of cotton in every aspect, At
the moment the possibility of maintaining a homegenous mix from
one lot to the other and from one crop to the other is impossible

and the standarization of Production and quality controls is most
diffic‘.Ilt.

Cotton Types

%RNER 1430 BROADVWAY, NEW YORK, N. Y. 10018 - TEL: (213) 565-1380 - CABLE: WERNERCONS




Cocker: This is the main type of cotton grown in the country. It

is a finer type of cotton, which compares, a bit unfavorably, to
the Colombian Delta Pine cotton. The micronaire value varies
generally between 3.50 and 3.70, not being abnormal values of
3,00 or 4.30. Strenght is around 74,000 psi on average and
values go up to 82,000 in some lots, Cocker cotton generally is
of fered as strict middling and 1 3/16",being the length most
frequently between 1" and 1 1/8" and the grade around SLM.

The production of cocker cotton has been increased in the most
recent years at the expense of Criollo Cotton, an inferior type.
There are efforts made to improve the quality of this cotton and
{ndustrials have received this year already Cocker with 84,000 psi
Pressley, 4,5 micronaise value and 1 1/16" - 1 1/8" ltaple' length.

Criollo: This is a yellow inferior grade of cotton, which is grown
generally by small farmers, Lots are very different one from
another. Micronaire values vary from 5,00 to 5.90, stremgth is
around 80.000 psi and ataple length is somewhat below 1", in
spite of generally being offered as 1" - 1 1/8".

The area grown with this type of cotton is decreased every
year.

Cerro Type: Very little cotton of this type is grown., 1969 crops
testing results show micronaire around 3,5, Pressley strength 76.000 anc
staple length of 11/32 - 1 1/8",

Pima Type: Also a type of minor cotton production., 3,2 micronaire
value, 94-98,000 Presaley and 1 3/8" -1 1/2" staple length are
results shown in last year’s crop, The following tables show the

cotton production and importation in the last 4 years.
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IMPORTATION OF COTTON

TYPE COUNTRY OF TONS IMPORTED
ORIGEN 1967/68 1968/69 1969/70 1970 up

to now

Beso/Zena ~ Colombia 1795,3 909,0

Others Colombia 37,7

Pima Perd 305,4 123,7 63,6 18,2

Tanguis Perd 127,3 759,0

Cerro Perd 232,3

Total 2227,3 2396,9 63,6 18,2
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Use of Ecuagorian Cotton: It is expected that the quality of the
" Cocker type can be improved further so that it compares with the

Colombian type Delta Pine, with grades between IM and M, Pressley
between 77-82,000 psi and micronaire values between 4 - 4,5,
Superior lots of this cotton can then be used conveniently for
carded counts up to 36°, combed 30 - 408 and even for blends with
polyester. Inferior lots serve for carded 15 - 248 and cheaper
type of fabrics. Criollo cotton would be reserved for carded

8% - 20® and cheap type of fabrics,

For the finer combed counts possibly the national prdduction
of Pima type cotton would be sufficlent or extra long fibers from
Perd would have to be imported.

Observation: The use of cabuya for harvesting and packing cotton

has to be eliminated, as this causes major problems in spinning.

COTTON PRICES

International Cottons Comparable to Ecuadorian

' TYPE CHARACTERISTICS PRICE
USA (American Gov't) IM-SLM 15/16" 75.000 psi 0,195 US$
USA (American Gov't) IM-SIM 1 1/8" 76,000 psi 0,255 US$
Colombian Delta Pime IM-SIM 1 1/8"  78.000 psi 0,268 USS$

Mexican Cotton prices similar to US omes.

Ecuadorian cottons, before the devaluation, were approximately

20 - 307% more expensive than international price levels., After

the devaluation prices were in line, Cocker cottom, for example
was sold at US cts. 24,00 per pound, Due to the general price
increases and cotton shortage, companies report again that prices
reach very high levels, like cocker being of fered at over 30 US cts.
per pound,

Ecuadorian Government should secure stable cotton prices at
international level in order to create competetiveness of

Ecuadorian cotton mills.
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3.1.2 CHEMICALS AND DYESTUFFS -

This section should be considered applicable to all

textile industry sectors namely Cotton-Wool Synthetics.

The following items have been considered as Raw Material

in dyeing and f inishing.

- Dyestuffs
- Auxiliary products for dyeing
- Finishing products

« Chemicals

Prices : The pricesvary according to
-  Purchasing through direct importation

- Purchasing from local representative's stock.

@. For direct importation, the minimum order must be of
-
U.S. $ 1.500 and ordering must be done for standard quantities i.e.
Dyestuffs 25 Kgs.
Other 100 - 200 Kgs.
Factory cost comparison between:
-  Purchasing through direct importation
-  Purchasing from local representative's stock
PRICE CIF DIRECT IMPORT LOCAL REPRESENTATIVE
GUAYAQUIL IMPORT IMPORT  INTERNAL
DUTIES TOTAL  DUTIES TAXES EXPENSES TOTAL
100 30 130 30 5 45 180
( * '

*
Import Duties Variation between 25 and 35%

Average reported 30%
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*# Expenses

The following items were included

We estimate that the 50% difference is reduced to 25-

Inventory
Transportation
Service

Profit

General Expenses

30% when the individual company assumes the following expenses:

Transportation

Administrative Expenses

= Higher Inventory in Factory

Delivery time

Direct importation

Local purchasing

WERNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - T
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ICES OF MATERIA PURCHSED FROM REPRESENTATIVE'S

PRODUCT PRICE TO CLIENT

s, §

Dyestuffs
Acid dyes

Black 2,50

Yellow 3,75

Red 5,15
Direct

Yellow 12, 50

Navy blue 10, 00

Black ' 6,10
Reactive

Yellow . 10, 50

Blue 21,30

. Red 13,00

Fat

From ' 14,00

To 25,00
Sulphur

Black 1,40
Disperse

Yellow 6,50

Blue 10,45

Black : 5,60
Cationic

Yellow 9,50

Blue 6,30

Black 9,45

t veeles
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LABOWR, LABOUR PRODUCTIVITY AND LABOUR cosT

3.3:1 Charasteristics of Kcuadorien Labour Foree

,o’o’ '“C Ratenr

3.3:) Socctal Charges and Fringe Benefits

3.3.4 Vork Loeds and Work Assignments

3.3, Labour Productivity Rates and Comparison
with International Standards.

3.3.6  Labour Cost and Comparison with Internat tonal
Standards,

QUALITY OF PRODUCTS

MANUFACTURING CONTROLS

3.5%1 Quality Control

3.3,2 Labour Cost Control

3.5, Control of Mechines Efficiencies

3,34 Preventive Maintsnance
3.5.5 Waste Control

COST CONTROL

PRODUCTION PLANNING AND CONTROL

Coordination Between Labour and Production

. Production Planning

. Production Controls

. Inventory Levels and Controls
. Purchasing

SUPERVISION

T IBER CONSUMING INDUSTRY

4.0,1 Distribution of Companies by Type

RAW MATERIALS
&4:3.1 Fibers
MACHINERY AND MACHINE PRODUCTIVITY

. Appraisal of Existing Machinery
. Degree of Automation
Atmospheric Controls
Lay-Out of Machinery
Production Flow, Material Handling
Equipment and Storages
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PRICES OF MATERIALS PURCHASED FROM REPRESENTATIVE'S

PRODUCT

Auxiliary Products for Dyeing

Dispersing Agent
Retarding Agent
Leveling Agent
Sequesting Agent

Wetting Agent

From

To

Finishing Product

U.,F. resin powder

M.F. resin

E.U. resin

Softener From
To

P.V. acetate

P.V. alcohol

Ghemicals

Chlorhydric acid 30%

Sulphuric acid 66% Imported
National

Formic Acid 85%

Acetic Acid 100%

Caustic Soda 100%

Sodium Chlorite 80%

Hydrogene Peroxide SO

Calcium Hypochlorite
Sodium Hydrosulfite 907%
Sodium Sulfate Anhydrous

S8odium Carbonate

PRICE TO CLIENT
U8, §

1,10
2,50
1,40
0,65

0, 60

1,30

1,45
1,72
0,75
0, 50
1,40
0,65
1,65

0,24
0,34
0,14
0,40
0,38
0,12
0,8
0,37

0,52
0,70
0,10
0,12
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Quality

All dyestuffs, auxiliary products and chemicals meet the international

standards of quality,

Import Duties and Internal Taxes
Import duties range between 25 and IN

Internal taxes 5% on sales

Copgumpt ion
Eetimated yearly consumption UsBs ¢ 1,500,000 (CIF)
Retimation of consumption by industry and type

- Au&llllry products, finishing products

and chemicals
U § 175.000 n,an
=  Dyestuffs UeB, 1.025,000 8,4
Cotton U8, ‘ 625.000 ‘l. st
Vool v.8. ‘ ‘“om lﬂ,n
Synthetic UsB, § 240,000 16,
Iinanciog
60 - 100 days
Marksting

The following services ave offered by the suppliere

= Technical assistance

= Technical literature

= DRegular visits at clieat's office for presenting nev preducts or
processes of intevest.

Other services as Laboratory trials, Shade Matehing, etc. vhich ave

norwally offered in other countries, ave net aveilable (n Bsuader,

%RN{R 1450 BROADWAY, NEW YORK, N Y. 10010 - TEL. (313) 0% 1300 - CANLE WERNRICONS
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3.2.0,

3. 21,

MACHINERY AND MACHINE PRODUCTIVITY

APPRAISAL OF MACHIMERY

Rliaition of Tegms: In general, all the machinery has been

divided up into modern, medium age and obsolete machinery, In
¢ases, where this is possible, modernizanle wmachinery has been
@Touped into a section "can be modernized",

Under modern machinery is uderstood machinery built {n 1960 and
®ore recently, medium age machinery between 1950-1959, and old or
obsolete machinery built before 195%0,

For major clearness the following observations about the
difforent sections are added:
Opening and Picking: As modernization of this section implien

buying nev equipment, machinery of this department has not been
cond ldored modernizable,

Catds: Owmlv high production cards are considervd modern., All cards
of good mechanical condition with rigid or flexible vire are
considered modernizable,

Boving and Ring trames. Machines vith adequate package size and in
reasonadle mechanical cundition are ¢omeidered modernizable,
Blasher: Maehines of more recemt type ol comstruction without

¢OM ruls con be midernised by *quipping them with all the controls
0 mudern s lasher shows, .

I0 seme sections, machines built hefore 19% are obsolete due to
Bover tochniques and high speed mode ls doveluped in the last M

yoars. In other sections machines built botore 19% are old,
but ant M..‘.o

Ciatiage
LU ™e fellering table chews the findings 1a the
difforemt dopartmomts,
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DI JRIBUTION OF LOOMS BY TYPE, W

l - SOM 51 - 70" ‘ _
SIZE OF MILL TYPE OF LOOM 'MOD. REG. OLD TOT, 'od, REG. OLD TOT. MOD.
Cam | 81 162 42 285 43 4O - 476 -
MEDIUM Dobby 163 100 - 263 244 100 4 3u8 99
Jacquard - - - - - - - - -
TOTAL 244 262 42 548 680 140 4 724 99
Cam 9 110 162 281 19 12 - 3 9
SMALL Dobby 49 30 4 83 1 35 6 42 ' 4
Jacquard - - - - - 2 1 3 2
TOTAL 58 140 166 264 20 49 7 176 15
Cam 80 272 204 566 455 52 - 507 9
TOTAL Dobby 212 130 4 346 245 135 10 390 103
Jacquard - - - - - 2 1 3 2
TOTAL 302 402 208 912 700 189 11 900 - 114
Camb 62 56
‘ TOTAL % Dobby 38 Ly
Jacquard - ) -
TOTAL 33 b 23 100 78 21 1 100 " 63

SECTION ¢




The age of machinery found in Ecuador, with exception of
vary few plants, can be considered as slightly above the South American
average,

Dyeing - Finishing : The table No. 1 shows, divided by sections, an
inventory of the machinery,

In each section, we have classified the machines in 3

- groups (*) as follows:

- Modern

- 01

- Obsolete

The results are expressed in percent on the total machines
surveyed,

From this table, we can observe:

- A large percentage of rather modern machines

Very little obsolete equipment

Excepting one mill, there is no continuous line of
manufacturing,

In most of the companies, the purchasing of new machines

is made without any modernization progtam

(*) DRemark

We have not includedin our classification what can be modernized as
we consider the dyeing and finishing machines as uneconomical and unrecommendabl.

to modernise.

The baaic concepts of most of the machines have changad during the

last tan years,
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. Evaluetion of Techaical Processes
. Recommendat ions for Repalcement and Moderni{zation
. Production of Machinery

. Balence of Production

. Degre of Util{zatfion

o Degree of Productivity

o Productivity Rates

LABOUR, LABOUR PRODUCTIVITY AND LABOUR COST

4.3,1 Characteristices of Ecuadorian Labour Cost
4.3, 2 Wage Rates

4.3,) Soctal Charges and Fringe Benefits

6.3.4 Workloads and Work Assignments

4.3.5 Labour Productivity Rates

4.3,6 Labour Cost

QUALITY OF PRODUCTS

MANUFACTURING CONTROLS

Quality Control

Labour Cost

Control of Machine Efficiencies
Preventive Maintenance

Waste Control

COST CONTROL

PRODUCTION PLANNING AND CONTROL

Coordination Between Sales snd Production
Production Planning

Production Control

Inventory Levels

Purchasing

4.8.0 SUPERVISION

00L, INDUST

5.0.1 Distribution of Companies by Type
RAW MATERIALS

5.1.1 Fibers

MACHINERY AND MACHINE PRODUCTIVITY
Appraisal of Existing Machinery

Degree of Automation
Atmospheric Controls
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Printing: . Printing is a particular area of the dyeing and finishing
" operations,
The following is a summary of our observations for the whole
industry.
APPRAISAL OF EXISTING MACHINERY AND EQUIPMENT
Automatic flat screen printing machines 4 Modern
Rotary screen printing machine 1 Modern
Roller printing machine 1 Obsolete

Auxiliary Equipment .-

- Curing Oven : included in the machine inventory

of ucl\ section.

= Washer : idem
- Ager
atmospheric ager: 2 modern
t’ preasure ager: 2 modern

Every company owns the equipment for engraving or to make the

screens,
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3.2.2. DEGREE OF AUTOMATION

Pefinition of Teyme: In spite of enisting in any convent ional

machine ,in any process, attachments, which make the ma hine or part
of its functions work automat icaly, the technicians understand as
sutomated machinery such which posesses improvement s developed in
the last years or machinery with new processing techniques.
Commonly automation in c tton textile process consiats of the

following:

a. Automatic feeding and blending at the opening lines

b. Elimination of scutching and direct teeding to cards

c. Direct feeding from cards to a drawbox with autolevelling
control

d. Automatic cleaning and waste removal {rom cards

@. Automatic transport of roving from staying avea to epinning

. Automatic doffing at spinning {rames

g. Automatic winding

h. Automatic cop teeding at winding

{. Automatic speed controls at slashing

j. Shuttleless weaving at looms

[indings:
a. Automastic feeding by bale pluchers was only found in 5% of the
mille

. Direct feeding to cards does not yet exist im Ecuador

c. Direct feeding from carda to draw frames doea not yet exiot in
Recuador

d. 9L of the cards ave of this type

e. Automatic trensport of roving does not exnist in Fcuador

€. Automatic doffing at ring (remes does not exist n Kcuader

g. 14X of the comne vinder spindles are sutomet ic

h. Awtomstic cop feeding does mot yet exist .a Reusdor

{, AMutomatic speed controls at slachers were found in 1Y% of the
slashers installed.

§. T8 of the loems installed in the willa visited are shuttleless

*RNQR 1430 BROADWAY. NEW YORK, M. ¥. 10018 - THL: (311) 1001908 - CABLE W ERNERCONS
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DISTRTBUTION OF LOOMS BY TYPE, WIDTH AND AGE

51 - 70" ! 71 - 90" : 91" - | - TOTAL

MOD. REG. OLD TOT.  MOD, REG., OLD TOT,  MoD. REG. OLD TOT,  MD. REG, OLD TOT.
436 40 - 476 - - - - | 8 2 - 53 568 204 42 814
244 100 4 3u8 99 9 - 108 8 16 - 24 514 225 4 743
- - - - - 4 - 4 - 3 - 3 - - 7

680 140 b 99 13 - 112 59 21 - 80 1082 436 46 1564
19 12 - 3 j 9 2 3 1 - - - - 37 124 165 326

1 3 6 42 | W 20 19 52 - - - - s 94 29 177

- 2 1 3 2 - 1 3 - - - - 2 2 2 6

20 49 7 176 15 31 23 69 - - - - 93 220 196 509

455 52 - - 507 9 2 3 14 51 2 - 53 605 328 207 1140
245 135 10 390 103 38 19 160 8 16 - 24 568 319 33 920
- 2 1 3 2 w17 - 3 - 3 2 9 2 13
700 189 11 900 114 W4 23 181 59 21 - 80 1175 656 242 2073
56 8 66 55

4y 88 30 4y

- Y 4 1

78 21 1 100 ~ 63 24 13 100 26 - 100 §7 32 11 100

| SECTion 2 !




ON O S BY MANUAL AND AUTO TIC
MEDIUM SIZE MILLS Manual Looms - 0
Automatic Looms 1,564 1007
TOTAL 1,564 100%
SBMALL MILLS Manual Looms 175 34%
Automatic Looms 334 667
TOTAL 509 100%
TOTAL Manual Looms 175 8%
Automatic Looms 1.898 927
TOTAL 2,073 1007,

UTION O OMS_BY ONE SHUT AND SEVERAL SHUTTLE LOOMS

= 30" 51-70" 71-90" 90" - TOTAL
188 SSH 1SH sSH IsH ssH 1SR ssm 1SH SSH

Medium Size MilB 473 75 781 43 103 9 69 11 1426 138 1563

Swmall Mills 361 3 37 39 27 42 = 425 84 509
TOTAL 83 78 818 82 130 51 69 11 1851 222 2073
X 41 & 39 4 6 2 k| 1 8 11 100

184 = 1 Shuttle Loom

88H = Several Shuttle Looms

WR"‘ER 1430 BROADWAY, NEW YORK, N. V. 10018 - TEL: (212) MA.1280 . CARI ¥ WFRNT ROONG




nise and Iiaishioe
LAMARES: The t8ble ) showe the degtoe of autemation fof

ot ot apehines.

TABLE
MLIiSN BACALR r‘.ﬂ ;: s:,jlm“i%
Mlearhing Bingeing » » »
Besuting - Rleaching 80O »
0,4, Vashing 0 L
Mercerining » »
rying ] n
Syeting Jigpere <N inehos 8,4 n,? 0,4
Seni e ont | nuee .
éyeing 100
Piniohing Mheering 11 n
Tiatehing Ronge 'Y ) b} )
Curing Oven o 0
Calonder " » »
Sonforising 4 ) » b
oot fetting .
NRenter 100
Rapping 10 1 )
Yorn Byeing Wele Rquipment ”» » 19

Wo have abserved

« Ounly asdorn machines have a ressonably geod degree
of outemat tom,

* Theve (0 (n mest of the mills, a complote lach of
tastruments ol comtrel

* Wow yorn dyeing machines avte bought with the autamat e
b evele pragram
ERARALRG: "1ot and Retary fereen Printing: Geod te Emsollomt
feller Printing: Peer
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ATVDSrMERIC CORTROLS

MLiglsion: Air conditioning systeme con provide correct humidity
ond temperature and control air circulation and purity. This has
on lapotimmt influence over running conditionas, and therefore
machine productivity specially in sowe process sections when
worhing asynthetic materials and in the cane of using more advanced
eQuipment. As the material in the la@rr case is procensed at
greater velocities, static as well as fly and dust is increaned.

The effect on operator efficiency also has to be considered.

AT conditioning does not need to be installed throughout
the entire mill, specially if conventional tvpe equipment is used.
Numidity control {s sutficient in opening and picking and in
weaving preparation,

[ind agp: The fect that only 20% of the medium sise mills and
none of the small mills use atr conditioning, will be one reason
of the low efficiencies and product ivity rates found.

MI 1600 BROADWAY, NEW YORK, N. V. 10010 - TEL: (513) 0031000 - CABLY.: WERNERCONS




304 MAIOUL OF MACHIMERY
' Bafinikien: A proper layout of mechinmery should meet the

felloving requirements:
- Optimum Flow of Material
« Menimum Utilization of Manpower
- Optimum Working Conditions Regarding Safety
- Possibilities of expansion without moving too

auch machinery.

Liadings: The folloving table shows the findings and layouts
' in the different spinning, weaving and dyeing - fintshing mills

visited:

E_lt.L!!'J.tif:.__. WEAVING
! Bl S1ZE Fair Poor Good [air FPoor

Medium 83,3 16,7 - 0,0 20,0 -

tmall 58,46 8,3 133, 22,2 35,6 22,2

TOTAL 6,7 11,1 22,2 26,1 65,1 8,7
Mxeing and Fintshing
Lindings: Plant lay-out : In most of the cases, the lay-

out is acceptabdle

Preduction Flow : In most of the plants, could
s improved,

WERNER 1420 BROADWAY, NEW YORK, N. V. 16010 - THL: (012) 681200 - CABLY: WERNERCONS
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3.2.5. PRODUCTION FLOMW, MATERIAL HANDLING EQUIPMENT, STORAGES

Refinit on:

rlow of Material should

- Be mach aa to decrease transport between department to the
minimum posaible

- e mechanized wherever possible and economially justifiable

- Mot allow repeated handling of same material

- De effected in transport units adapted to the nature and
quantity of the material.

Stovages should be organized in a way that:

. - Location is near to the section, where material is coming {rom
- Their size allows proper storing by type of article.
- Entrances and exits are of proper size and at the right place
- Controls of incoming and out going materials are facilitated.
- Storing units are adapted to nature and quantity of material
and poaaibly allow material to be stored in same containers in
. which it arrives,

Find ngs: Management does not seem (0 appreciate the importance
of proper material handling and storing in terms of quality and
savings. In nearly all mills visited minor or major defficiencies

were found, what can be appraised in the following table;

MILL ST7E MATERIAL HANDLING STORAGES
Q00D FALR POOR____GOOD  FAIR ___POOR
MEDINM 20,0% 80, 0% .- 20,0%  80,0% --
! |
suLL 23,15 ¢ 23,0 $3,0%  15,4%  38,5%  46,1%
TOTAL n,n », N 39,9 16,7 30,00 BN

MR 1400 BROADWAY, NEW YORK, . Y. 16000 - TBL: (315) 000-1900 - CABLE: WERANERCONS
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3.2.¢ ] N OF TE PROCESS °
. Eindings; Only in most of the medium size spinning mills en sdequate

naumber of blending feeders were encountered,

Bagormendations : Blending feeders are manually fed from s number

of cotton bales, usually between 4 and 8, which are plsced behind or along-
side each blending feed. There should be & minimum of three of these
feeding units working onto & common conveyor, A 24 bale mix is consideaed
8s normal for adequate blending, being not unusual to mix 36 bsles of
cotton, which varies in itg characteristics, A small weste blending

feeder is also incorporated as port of the feeding system.

The selection of the right type snd number of best ing points in
the opening snd Picking process, their Sequence and by-pssses to be able
to work other type of material in s suitsble way, has to be studied
. carsfully considering the type and grade of material to be worked and
the tresh to be extracted. For conventionsl equipment the choice of
openning beaters can be based on the following guide lines:

= Porcupine beaters have good opening efficiency

= Rigid blade besters provide good cleaning and elimingte most

of the trash,

* Kirschner beaters producs level surfacea and even laps and

8rs recommended for shorter ond medium length staples,

In order to minimize fibre breakage and neps and to ensure good
blending, the number of striking points should be kept at a minfmum. As
subtle an opening &ction as possible should be achieved, Cleaning by
the use of air jet cleaners is advocated. Single beatsr scutchers

t‘ oquipped with kirschner beaters are recommended,
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Because of the multiple sources of supply and the problems found
in harvesting, ginning and packing, more emphasis must be plsced on
. efficient blending. Moreover the opening equipment must bo capable of

opening the cotton to adequately small tufts as soon as possible,

CARDING

Findings: The conversion of cards to rigid wire has only slowly
taken place in Ecuador snd high production units with waste section devices
have only been found in 3 industries,

The flexible csrd wire has been found frequently in bad state,
specially referring to sharpness. In spite of being informed of grinding
cyclea of correct frequencies, the grinding seems not to be performed at

all or to be performed defficiently.

Recommendations: The introduction of metallic card clothing has
been one of the most important changes to hsve taken place in cotton
proceasing in the last years, Combined with a pneumatic cleaning and
csrd waste transport to a central collecting area it has incressed card
production a few times over the production of the old card with flexible

vire; maintaining the same quality or even improving it.

Flats with flexible wire should be taken from the csrd st leaat

every few cycles and ground in a flst grinding machine.

Rigid wire should not be ground at all and only in specisl caaes,
if some incident hae ocurred or if carding results are getting very bad,

given a slight rectifying touch,

Card production ahould be as low as poaaible, based on a proper
Mill Balance. In many mills card production haa been found too high aa

to achieve thorough carding and little neps.
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DRAWING

o Iindings : Some companies use 1 or 3 draving passages, others

run their high speed drsw frames at very low speeds.

Recommendations: In conventionsl mills two drawing passsges are

considered standsrd, feeding eight ends up, Two delivery draw fresmes
operste at speeds between 750 - 850 ft/min, . For these high speed

operations power creels should be adopted.

For carded material a 4/5 or 4/4 drafting aystem should be used,

for combed end synthetic materials 3/4.

Findings: The conditions of the top rollers in drawing, roving
and spinning frames and those of the detsching rollers st combing in many

mills have been found defficient.

Recommendations: Correct buffing cycles and the replacement of

t cots st resching s certsin minimum diameter is an obligation in order to
achieve good quality yarns and avoid breskages. Msny mills do not hsve

their own buffing and cot replacing equipment or it is unadequate.

COMBING
Findings: As can be seen in the machine utilization figures,

combers hsve been found without use for qQuite some time.

Recommendstions : In these cases it is recommended to store all

combs (circular and top combs) separated from the machine, properly

lubricated and Packed, thus avoiding the forming of oxide on the needles.
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BOVING |
Eindings: Incorrect twiat has been found in many mills .

Jecommendgtions: Roving twist should be just as much as to avoid
false draft at the break draft field of the ring frames. For the

establishment of the correct twist proper laboratory equipment is needed,

SPINNING

Eindings : Common faults in this section were badly set pendulum
arms, bad state of cops and aprons, wrong travellers used, ring diameter
not optimum for count spun, bad working methods of personnel,

GENERAL COMMENT ON SPINNING

Findings: 1In most of the mills does not exist either a mill
balance nor a draft organization, which is shown by the fact that in
many mills one or the other preparation department works more shifts

than necessary and that in medium size mills:

- 25% of the draft organizationsare optimum

. 75% of the draft organizatiomndshow defficiencies

In small Mills:
- 170 of the draft organizationsare optimum
- 66k of the draft organizationgshow defficiencies

- 17 of the draft organizatiorsare considered bad.

Bacommendations: An optimum usa of the equipment in the spinning

section must be based on a mill balanca, in which it is clearly stated,

what normal working condition - speeds, efficiencies - are and how many
machines ara requited and for how many working hours. 1In asccordance with
this mil]l balance a drafting organisation is elaborated, which requires

. the technical knovledge of drafting systems and ite posaibilities and

WERNER 1430 BROADWAY, NEW YORK, N, V. 10018 - TRL: (B10) 365.1988 - CADLE: WERNERCONS




. impossibilities.

Mil]l balance and draft organization have to be watched continuously

by the technical personnel, making adjustments at any ocurring change.

VING
BIASHING
Findings: It was observed that the nluhing'equipment in most
mills, regardless of age and conditions, lacked elementsry instrumentation
like temperature controls, size level controls, stretch controls, moisture
content controls or that same were not used.
This is considered to be one of the main reasons of unefficient

slashing and the low efficiencies of looms found in nearly all the mills

.- visited,

WEAVING

Findings: In very few mills exists a plan for setting looms, with
frequencies snd work distribution and it is recommended to be given more
importance.

NERA NTS ON WEAVING AND PREPARATION .-

In order to organize and plan the production of sll sections
properly, a general description of every article is needed, containing
the counts used, the way it is warped, slsshed and woven. This does not

exist in the great majority of the mills,

*RNFR 1430 BROADWAY NEW VOARK N v sanen s
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3.2.7 RECOMMENDATIONS FOR REPLACEMENT AND MODERNIZATION OF MACHINERY

Based on the machinery and conditions, like raw material used
and kind of manpower supply found, the following recommendations are
given:

OPENING 'AND PICKING :

3 to 4 blending feeders are needed to get a proper mix. Mills
with less than these number of feeders should acquire the lacking number

of feeders in spite of not needing the full capacitys

Replace crighton and other cotton damaging beaters by step and
air stream cleaners.

CARDS :

Convert all cards from flexible to rigid wire and introduce high

production cards with automatic suction and cleaning devices crosrols.

I

DRAW FRAMES :
Replace low speed draw frames with small can sizes to high speed

drawframes, use 4/5 drafting system for carded, 3/4 drafting system for

combed stock,

ROVING FRAMES:
Modernize old frames to double apron drafting system, if package

size is of major size (10 x 5" and more).

The recommended package size for new roving frames for carded

coarse counts is 14 x 7", for finer counts 12 x 6",

SPINNING FRAMES:

Modernize old frames by changing spindles, tin rollers, rings, ad

9 drafting system to double apron system

WERNER 1430 BROADWAY, NEW YORK, N, Y, 10018 - TEL: (212) 505.1280 . CABLE: WERNERCONS
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‘ Ring Size: 45t - 60° 45 mm (13/4)
- 40° 48 mm (17/8)
%t - 30* 1 mm (2)
16* - 20° 7 mm (2 1/4)

Winding: Replace manual by automatic winders

Quillers: (if found economic) : Convert to fully automatic ones
- Warpers: Use exchangeable creels with stop motions,
’
Slashers : Implant automatic moisture content and stretch controls.

Looms : Replace manual looms by automatic ones. Equip looms with

unifil.

VERNER 1430 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (813) 8651280 - CADLE: WERNERCONS




The following figures show the yarn production in 1969 supplied
by 17 of the 19 companies visited which has been taken as a base for

the calculation of the degree of productivity

Carded Cotton Yarn Count 6 and coarser 2’2.'261
" " " "7 -8 %5,066
" " "  995.638

820.4293
117.163
492.964
132. 206
1.410.89)
12.961

198.945

4,998,522

Carded Cotton + 25 - 304 Rayon Yarms:

48,100
4,100
14.100
35.909
ug. 718
278. 800
1M, 300
101.62)
14,400

.13
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. Rayon Yarns : Count below 6
1
13
16
n
3
3

Combed Cotton Yarns:
Count 30
36-38
40

Cotton/Polyester Blends (33/67):

Count 20
27
3
[} )

Rayon/Polyester Blends (43/53):
Count M
40

Asrilic Short Staple Spum

TOTAL YARN PRODUCTION:
AVERAGE COUNT:

‘IMEI LAEA BBAARWAY MW VXN % W 18858 %5 . /G168 Ras t BRA

15,985
56. 302
116.89)
3,422
2.702
19.673
25,382

e

“‘.o

240,559

2]
77.200
123.110
73.90)

275.138

5.249
37.33)
10.605

138.514

Kgs .

"
"

191,701

66.800
140.000

Kes.

206, 000
110.400

6, 903. 47
2.0

AR B WEHBNIDN'NONS




MRAYLIE
Weaving production in 1969 supplied by 12 of the 1) companies

with veaving sections s the following:

Peplins 4,452,742 N,
Tlannels 1.139,4%
Nerrow drills and gabardines 1.85).449 o
Wider drills and gaberdines 48,325
Printed Cloth 3,981,214
Lienso 2.311,.30)
Sheetinge 1,435,481
Satesns 462,161
Matresses 427,50
Upholstery cloth 338,000
Blankets 295,128
Towels 106,755
Gase ' 728,000
Cotton Suiting 219,360
Polyester/rayon 219,360
Diapers 2%9.221
Vichy 334,617
Others 11,105.03%)
TOTAL PRODUCTION 1969 29.300.00) N,

Alse these figures have beem veed for the caleulation of the degree

of productivity.
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3.2.9 MMM OF PRODIVIION
liniiien ! Tegma:
Awill ts considered hrlanced, when stendard output of all
ssctions (n the seme period 10 apprenimately the same.
Liadings
Only 291 of the medium site milles and none of the small mille
visited run in balance (total average O1) .

™is means, that part of the capacity installed cannot he

wtilined ond overheads are higher then should be,

Messee ndalions

While in the medium size plants & baltnce could be achieved
by produc ing the right articles and spinning the right counts, basing ft
in proper mill balancing and draft organtzations, in the smaller mills the
rumning out of balance (s due to the fact that in very omall wmills &
belance i3 neerly impusaible,

When purchasing nev equipment emphasis should be put into
preper hbalancing of production sections.

Musing and tinishing

Wo have been unable to calculate a balance of production as
ta meot of the mills, specitic production data (s unavailable,

™is is & signilicent (ndication that most of the mills work
vithowt any plamning.

A balance of production vould provide management vith the
following informat ions:

» Botermination ol the nesessary machine hours for o
m”"“ "“‘ ion,

« Dotermingtion o! the lobeour ferea,

WERNER 1400 BROADWAY, NUW VORIL 3. V. 10000 TEL: @48 000100 . CABLE: WERNEIW'ONS




' - Te pin point well in advance, the poeaible bottlenecks.
-« Te complete a production program according to the machinery

time atill available.

. Eventually to accept commission work.

-
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3.2.10 OF UT 0
Rafinition of Terme:
Under utilizstion of a machine is understood the percentage

of the tims the machine hss been utilimed for production purposes.

A machine has an utilization of 100% if it has worked
for ) shifts/day throughout the year. The number “of hours worked per
year on a ) shift basis has been considered to be 6,072 that is to say 46
veeks of 132 hours. Six weeks have been deducted for vacations and
sstional holidays., Equivalent, 2 shifts vork would be 4.048 hours snd

1 shift work 2,024 hours of production.

rFindings: The average utilisation of mechinery fn the

different departments of cotton are the following:

WRRNER 1600 NIOARWAY. NEW YORK. B V. 10000 - THL. (B15) 8081980 - CARLE WRRNERCONS
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It is noticeable that specially in the smaller mills
the utilization of spinning and wveaving preparation machinery {s v.ety

low, This is due to unbalance of equipment described under 3,2,7

Dyeing and Figlahing

The table No. 2 shows the degree of utilization

We have observed:

= The majority of the equipment is utilized more than
50%.

= Most of the plants operate 2 shifts

= There is a surplus of available capacity,

In Europe and United States, the dyeing and finishing

equipment is normaelly utilized 3 shifts,

OF ZATION
Dyeing - Finishing : Cotton
( TABLE 2
SECTION MACHINE No, Of Degree Of
hines gggltzatlon
%
Bleaching - Piece Singeing s Nn
Semi-continuous 0-W Scouring-
Bleaching ) [ 3]
Continuos Open Width Bleaching 2 [
OW Washing Machine n
Mercerizing Machine 4 n
Cen Dryer 1 62,s
00..,
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E 0 LIZATIO
' Dyeing - Finishing: Cotton
TABLE 2 (Cont 'd)
SECTION , MACHINE, !!&T‘Qt.%" s :: (t’ -
Dyeing - Piece Jiggers 51 78
Dyeing Pad [ ] 63,9
Dyeing Winches 23 52,9
Bemi-Cont inuous Dyeing 1 100
Beaming Machines 1 66,5
High Temperature Beam Dyeing 2 88
Finishing - Plece Shearing Y _ 78
Finishing Pad b ) 66,5
Open Stenter ] 33,5
t' Back Fill 2 33,98
Finishing Range 10 6,
Curing Oven S b
Calender 12 33,3
Sanforizing 4 n
Napping 10 %,
Heat -Setting Stenter 2 L
Decating 2 33,8
Dryer 2 ]
Potting 1 33,8
Pressing 1 33,8

0000,...
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Rxaing - Finishing: Cotton
IABLE 2 (Cent'd) '
SECTION HACHINE Be, Of Degree of
Machines !&Ll{ém
‘Yarn Dyeing Hydvo Extractors 15 35,5
Cheese Dyeing 1) 0
Beam Dyeing 1 60
Nenk Dyeing ] 48,)
Dryer ¢ )
Henk Dryer ] 100
Mercerizing 2 33,8
. Kier Scouring 1 3,5
Printing 13 )

WRRNER 100 BROADWAY, NEW YORR, N, ¥. 10040 - THL: (211 008 1980 - CABA.E: WKANKRUONS
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3.2, 11 OF PROD IV

Rafinition of Terms: Every machine considering age,

model and mechanical conditions, has a standard production, which should be
achieved during the time the machine is used for production., The perce;tage
of actual production related to this standard production is called the
degree of machine productivity. During the study, for every machine
existing,standard production rates have been elaborated, based on normal
speeds and efficiencies at the given working time. The resulting yearly
standard production has been compared with the actual production of

machinery in the year 1969 to establish the degree of the machine productivity

in every case,

Eindings : The results of calculations of the Degree of

Productivity are shown in the following table:

BEPARTMENT  TYPE OF  MEDIUM SIZE MILLS _SMALL MILLS OVERALL

UNITS Unite % Prod Units 7% Prod Units % Prod.
Opening Scutchers | 58 13 5§ 22 57
Carding Cards 131 57 9% 78 r¥ 66
Combers Machines 7 4) & 18 11 34
Drewing Deliveries 114 7 165 67 b3l 63
Roving Spindles 2.146 ) 2.525 6} 4.671 62
Spimning " 46,072 62 0.89% 5 74,968 67
Winding " 1,300 10 1,244 65 2. 744 68
losm¢ Loom 1.4 76 484 74 1,527 75

Wote: The difference (n number of machines considered in the eppraisal

of machinery and degree of utilisation and productivity is due to
the fact, that & few compenies did not supply the necessary data to
salculate utilization and productivity figures.
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The difference in number of machines considered

between degrees of utilization and productivity ia due to some mills
having some machinea stopped permanently, therefore utilization being
equal to zero,

Productivity of the remaining departments in the yarn
finiahing and weaving preparation cannot be calculated as the conditions
in these section are too varying as to arrive at correct figures.

3.2.12 MACHINE PRODUCTIVITY RATES AND COMPARISON WITH INTERNATIONAL

STANDARDS

SPINNING .-

Definition : Spinning productivity figures are generally
expressed in grams/spindle hour and for comparison purposges the average
count spun has to be mentioned.

The productivity rates for every mill have been based

on March and April figures of the year 1970, given to us by the companies

visited.

Findings: The spinning productivities of medium size
mills under actual conditions can be improved by 38% on the average,

those of small mills by 40%, and the total average by 39% .

Recommendations: Increased rates can be achieved by

raising speeds to normal and by reaching normal efficiencies.

Observation: Also with the augmented productivity
rates the spinning machine productivity remains below the international
standard for modern machinery, but would reach South American averages
l1ike those of Argentina, Chile and most Colombian mills.

The following graph shows Ecuadorian spinning machine

productivity for all the mills, where the necessary data could be obtained.
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o Mo .-
Rafinition: Weaving machine productivity is expressed in

various forme, like linear or square yards/loom hour, In these cases the ‘

comstruction of the cloth woven has to be ment ioned for comparison purposes.

The following table shows international standards for

fdentical cloth, average construction:

SHEETING Usa 9,20 Square yards/ loom hour

Europe 8,75 " " " "

East Asia 8,82 " " " "

South America 7,60 " " " "

. SHIRTING USA 5,15 " " " "
Rurope 3,90 " " " "

East Asia 4,43 " " " "

South America 31, b " " "

As the production of Ecuadorian Companies covers a very
wide range of loom types and any little mill produces many different
types of cloth, the machine productivity unit selected has been
“thousand meters weft inserted/loom hour". This makes it possible to
compare different mills of an approximate level. It has to be mentioned,
however, that mills with wider looms generally reach higher figures than

wills vith narrower looms due to the fact, that loom speeds do not decreaae

in the same magnitude as width does,
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Lindings: The weaving machine productivity rates of
Ecuadorian medium sfse milla, {n the actual condition, can be improved
on the average by 42X, thoae of the small mills by 37% and the total

average by 9%,

Besopmendgtions: Weaving efficiencies have been found

very low and improvements should be made by:

= Improving quality of yarn
- lImproving quality of slashing by installation of

proper controls and using the right size formulas

= lInetalling better loom maintenance, putting

emphasis on loom adjuatments.

= Iwmproving supervision in weaving preparation and
weaving,
= Training weavers and mechanics to achieve proper

working methoda,

A comparison of the loom productivity rates of the
RBcuadorian textile industriea with standards for modern machinery are

shown in the following graph:
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Muaing and Linishing

Lindinad We have estimated that through proper planning and schaduling of

the machine product ion in the

ta mechine productivity could

dyeing - fintshing secticns, & 201 increase

be achieved,




3.3.0 LABOUR AND PRODUCTIVITY

3.3.1 CHMARACTERISTICT OF ECUADORTAN LAROUR FORCL ’

Qgggi;_of Labour

rindings: Unekilled labour is plentiful in Lcuador, however

the supply of skilled labou required by industry is limited. Nearly all
industries employ male workers for all the job clascifications with
encept ion of cloth revising, where frequently female workers were fcund,
T™he ape of the workers varies penerally hetween 18 and 50, being the
sumber of workers with age over %0 reported only 2f and under 1f only 32,
The total number of workers in the companies visiteld and where fipures

available was 1995 in spinniny and weaving,

gg‘fte of Trainiqa
rindigﬁs: The hiring of new personnel is generally .lone by

the Nill Superintendent, in sraller mills by the ranager. MNo mill has a

personnel] lepartment, were modern personnel selection techniques are
epplied.

Atter hiring,the training of persomelfor their future task
s still very informal. The method used normally is to assign learners
to qualified operators, who while performing their own duties, train the
learners and the trainee is therefore inheriting all the defficiencies of

the ~alified operaetive,

1t is not surprising that degree of training and working

sethods used in most of the mills are below south american standard.
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Training and retraining programs established by a proper department

' enist only in 10V of the companies visited.
TRALNING PROGRAM RETRAINING PRONRAM
Exists Does not Lxist Exists loes rot exist ‘
Medium Size Mills 17 k] 17 83
Small Mills ] 92 ] 92
Total 10 90 10 90

Recomendations: Traininy programs for all machine operators

are carried out under training instructors and a training department head
in charge of the propram. The trainee, after getting sufficier: technical
background so to understand machine functions and operator responsibility
Jearns all his functions through a set of programmed exercises. Complicated
operations are divided up in several casy parts, and only after mastering
{

every jpart the operator excercises the whole operation, Mechanical workers
like loom mechanics are trained in anqalysine the reasons of defficient
performance of looms in such a way, that in future no time is lost to fix

any kind of detficiencier.

For this purpose, a separate department is needed, where
sample machines are installed. Only after sutticient knowledge of his
functions the trainee will pass on to production, where he slowly and
still under the supervision of his instructor, reaches the normal work

assignation. Then he is incorporated into a product jon department.

Defficient operators are selected for & retraining period
where the insttuctor has to analyse the reasons of the defticlencies
encountered and correct them by passing the retrainee through the

corresponding excrcises,
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. The following advantages will be covered by a training and

retraining program:

- Mo necessity of skilled labour

- Short learning time

- Correct working methods

- Detter gquality

- Higher productivity

- Decreased waste

- Pe.ter psychological conditions between workers and supervisors

~ Reduced labour turn-over

Training programs are usually developed by training specialists,
In some of the larger countries like Mexico, Argentina and Colomﬁia.
. since a few years ago, exist formal and scientific schemes for hiring and

training operators.

In a small country like Fcuador with many small industries, a
central training department for textile workers would be recommendable
es it would not be economical for every mill to have {ts own training
fecilities and machinery. Possibly the help of the Statal CECAP could

be required. The function of this institution should be:

Prepare a selection manual for hiring personncl in the temtile

{ndustry barcd @ a point system to test.

- Wental ability

- Wanual ability

- Perception test
. - QGeneral knowledge
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. A proper evaluation should be made te classify the tested persen
And assign her to the rirht job classifieation,

e Inatruct nernennc) m-prrers of textile mills the use of
the rhove techninues,

e Develon training rrogrrms for 711 m-chine onerntors ~nd
mechanice,

e Bt 'blish the need of nersonnel for 21l comnanies,

e Betrblish the meed for retraining for nll comneanies,

«Assist comnnies in selecting training surervisors and
inssructors from their exverienced onerators,

e Te'ch the instructors and supervisors all the training
methods to be employed,

e Aseist in tne imnlementation of training programs and

. evaluation of results,

Trrining programs to be fully effective and to achieve ouick

results should be carried out on a full time basis in training

conters “way from tu nroduction Areas up to the point where

the traines has mnstered all the exercises, Subsenuently the

incorporation of the traines inte production functions is

sarried out wnder the training comnter guidance and supervisiom,

As mantioned earlier, meet of the compamies in

Bowader cannot on their owm justify independent training {acilities

nor their own training staff due to their sise, For this reasen

14 18 suggestod that an orgamisation 1ike CECAP, with the backing

of the textile industry set-up treaining centers in the principal
. textile mimufacturing areas and based on each individeal company's

reqiromonts estAblish the necessary training programe,
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Werner Assccintes Inc, has inetAlled such training

. pregress for several large textile mille in Argentina, Brasil and
Oslembia and experience has ghown that the highest priority for
sraining "nd retraining is for weavers and loom-finers, Typicsl
Areining duration for the above two functions is 8 and 16 wesks
respectively, starting with trainess vithout previows toxtile
experience.

Onoe the programs for these two functions are established

programs for spinmers, vinders, etc. can be inetal led,

phoemteeisn tnd Labour Turmover
[Apdings: The average percentage of sbeentesism w=:8 found
% bo arocend Y. As no statistics are kept to cemsrel it, 1% 18
' possible that this value is mot too exact, This low figure could
be explrined by the high mundshmont consisting of elimination of
Sundny and Saturday pay, {f workers are sbeent.
The yearly labour turnover is Anywhere betwesa 1 and 108
and depends on the working oenditions of each mill, The average was
found to be abeout i,

Varking Time
Werking tine in Rcuaderisn textile mills 10 bk hours

weskly, for male and femsle workers,
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' 9.3.2 WAGE RATES

Findings: The minimum wage for textile machine workers in Ecuador
{e 2% sucres (§ 1 US) per day of 8 hours of work, for textile workers

without machines 20 sucres (80 US Cents) per B hours.

workers of other industries have a minimum of 20 sucres/day, if
mot specialized. The base for payments to the workcrs has been found to

be the following:

Piece Rates Basic Wage ¢ Basic Wape
\ incentives only
\ \
Nedium Size Mills 17 3 50
Small Mills 27 27 1)
'. TOTAL o) 29 “7

Piece rates and incentives in nearly all the mills are not well
detailed and defined through industrial engineering methods. Generally
they were established in agrcement with the worker's unions and do not

consider exact worke-loads.

The hourly wages for the same job classification vary considerably

from mill to mill,

The average vage in the small mills was found to be 3,9 sucres/
hour, in medium sire mills 6,0 and the total average 5,4 sucres/ hour
(21,6 US Cents). The average in spinning has been 4,3 sucres/hour or
17,2 US Cents and the average {n weaving 6,3 sucres/hour or 2%,2 US Cents,
. The higher vages in medium size mills are mainly due to incorrect wage

rates set in the past.
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The following table Compares prevafling wage rates in Ecuador
for the main job classifications encewmered in a textile industry with
those of Peru, Mexico, Brazil, Colombia, Argentina and Chile, The values
for Mexico, Mrazil, Colombia, Argentina and Chile are taken out of a wage
structure study done by Werner Ass. Inc. in 1967 and the ones from Peru

from the study of Peruvian textile {ndustry, effected in 1969,




COMPARISON OF HOURLY EARNINGS IN 1,S, CENTS PIR J:/LCLASSIFICAT
ARGENTINA, COL'BJA AND CHIL

I

_ECUVADO R PERU ME X, .CO
JOB CLASSIFICATION U,S, Cents U.S. Cents ',S, (:nts

AVERAGE MAX1MUM MINTMUM MAXIMUM M1 THUM MANIMUM  MINIMUM My
PREPARATTON !
Blow Room Tender 16,80 24,40 12,00 71.11 26,06 46,24 1 -
Blow Room Feeder 13,34 15,00 12.12 41,06 33.95 35.76 | -
Blow Room Helper - - - 63,92 26,06 33,38 | -
Card Tender 16,25 30,40 12,00 88.62 26,06 48,34 -
Card Mcchanice - - - 87.72 49,89 35,76 -
Card Grinder - - - 41,70 34,25 35.76 -
Draw Frame Tender 16.10 - - 82,36 26,06 50,72 -
Precombing Tender 20,90 27.52 16,80 - - 46,32 -
Comber Tender 20,90 27452 16,80 71,46 37.60 48,24 - 4
Comber Mechanic - - - - - . 48,24 - 4.
Draw Frame Tender 16,10 20,00 12,00 - - 50,72 - b
Roving Frame Tender 17,60 34,80 12,00 76.18 26,06 50.32 - 4,
Roving Frame Doffer 11,00 - - 57.56 26,06 35.34 - 3.
Roving Frame Transporter 12,52 15,00 10.00 49,29 20,47 35.30 - 2
Roving Frame Oiler 12,52 15,00 10,00 37.23 31,65 40,36 - 4.
Roving Frame Swecper 10,00 11,52 8.00 40,96 26,06 35,% - 2.
SPINNING
Ring Frame Tender 20,90 31,20 12,00 86,48 26,06 52,30 - 4.
Ring Frame Doffer 12,12 14,50 11,00 - - 44,24 ‘- 3
Ring Frame Ofler 12,52 15,00 10,00 37.24 25,74 40,36 - i
Ring Frame Scourer 12,52 15.00 10,00 70,33 29,05 39,20 -
Ring Frame Sweeper 10,00 11,52 8.00 63.48 23.83 35,04 - 2.
Ring Frame Mechanic 32,50 - - 66,28 49,89 65,36 - 7
Ring Frame Oversecer 25.10 31.00 16,40 - - - -

i SECTION 1




75 prR J/LCLASSIFICATION IN ECUADOR, PERU, MEXICO, BRAZIL,
| IUA, COL![BJA AND CHILE

ME Xll CO0 BRAZIL ARGENTINA COLOMBTA CHILE
.5, (:nts v.S., Cents U,S5, Cents U,S5. Cents U,S, Cents
TANTNMUM  MINIMUM MAXIMUM  MINIMUM MAXIMUM  MINIMUM MAXIMUM  MINIMUM MAXTMUM  MIXIMM

|
|
|
i

- 30.74 24,82 43,41 42,86 22,52 16,07 37.22 20,52

46,24
35,76 | - 27.78 24,82 43,43 42,86 22,52 16,07  37.22  29.22
33.38 - 25.93 24,08 38,57  37.14 22,52 16,07  34.78  28.69
48,54 - 33.15 24,82 49,71 44,00 22,52 19,39 39.48 37,22
15,76 - 46,30 24,82 49,71 44,00 33,99 27,55 37,22 34,28
35.76 - 35,19 27,78 49,14 44,00 25,46 17.61  37.22 24,78
50,72 - 40,74 25,93 55.71 46,28 22,02 15.34  38.95  37.22
46,32 - 40,74 27,22 55,71 44,00 22,02 15,95 38,95 37,22
48.2% - 40,74 27,12 45,71 37.14 22,02 16,07 38,95 37,22

. 48,24 - 42,60 27,78 51.43 50,00 35,71 29.82 38,95 37,22
50,72 - 40,74 27,22 55,71 40,00 22,02 16,97 38,95  37.22
50, 32 - 42,60 25,93 53,71 46,28 23,01 16,07 41,39 37,22
35, 34 . 32,97 20,746 43,43 40,00 23,07 16.07  37.22 33,04
35,30 - 27.78 20,74 41,41 41,41 33,99 29,82 33,06 24,35
40,76 - 42,60 16,30 40,00 37,14 23,07 16.87  26.96 23,13
35,9 - 27,78 16,30 36,00  33.71 20,98 13.80 23,48 20,52
52,30 - 42,60 U,26 55,71 49.14 23,07 16,07 58,60  37.04
4h.2% - 33,26 17,06 42,00  139.43 23,62 16,87 34,30 31,30
40,76 - 26,11 23,3 43,14 314 23,07 16.87 26,96 20,52
39,20 . 40,74 20,37 40,00 136,28 22,02 N.47 3374 26,18
35. 0% - 21.67 16,30 - . 20,98 13,80  23.48 20,52
65,36 - 70.38 51,86 . . . . . ]

] . .- - - . .02 .36 .- .
_ veseels

CSECTION 2
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COMPARISON OF NOURLY ~ BARNINGS IN .S, ¢ 5 PLR JOB CIASS!

' SRS

——

ECUADOR Pk Moy

JOB CLASSIFICATION US Cents US (ot UySse

AVERAG! MAXTHLT MINIMUM NA.‘(H‘H": UM VAN
WINDING AND TWISTING
Cone Winder 15,60 30,80 8.00 67,02 20,06 49,84
Hank Winder 8.00 - - 50,25 0. 38 49,84
Quill Winder 16.50 24,30 8.00 55.08 51,65 46,00
Doubler Tender 38,00 - - 41,70 11,65 49,84
Twister Tender 14,50 31,60 8.00 71,23 31,65 52,80
Twister Oiler 12,52 15.00 10.00 38,92 20,06 40,96
Twister Sweeperr 10,00 11,52 8,00 30,02 2.,20 35,04
Twister Mechanic 25,40 60,00 12,50 66,28 35,25 65,36
WARPING AND SLASHING
Warper Tender 26,65 40,00 12,40 118,31 3:.86 52464
Warper lelper 23,68 24,80 12,50 46,85 20,06 41,84
Slasher Tender 23.30 34,90 12,50 119,16 41,70 63,84
Slasher Helper 14.14 30,00 8,00 64,72 26,06 - 38,2%
Size Preparing - - - 53,80 45.95 38,23
Drawing in 16,96 31,55 8.00 85,07 38.36 56,88
Helper Drawing in 16,96 31,55 8,00 56,12 20,06 38,24
Hand Knotter - - - - - .
Machine Knotter 21,90 28,00 11,00 122,70 28,77 56,88
Mcchanic 40,00 68,40 14,23 94 .02 61.43 .
WEAVING
Weave 35.15 62,00 16,00 97.58 50,28 61,60
Warp Nanger - - - - - 35,36
Warp Helper - . - . - 33,20
Smash Hand - - - 66,06 33,51 54.72
Battery Hand 15.38 30,00 10,00 61,91 26,06 39,84
Cloth Doffer 13,60 - - 34,25 26,02 34,08
Cloth Revision 16,60 17,60 8.40 70,15 30,91 61,36
Oiler 15,15 15,47 14,80 43,15 25,32 40,96
Sweeper 10,00 11,52 .00 36,89 25.32 35.20
Mechanic 40,00 68,40 14,23 39.98 40,69 68,80
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UTAZS Y Q‘N TN ECUADOR, PERU, MEX1CO, BRAZTL, ARGENTINA, COLOMBIA AND CHILE
_:T-T_g 0 BRAZIL ARGENTINA COLOMBIA CHILE
le3e nts ,S,_Cents U.S. Cents U S, Cents Uy S, Cents
_.::'__ MIN1IMUN MAXTMUM  MIN1MUM MAXIMUM  MLINTMUM MAXIMUM  MINTMUM  MAXIMUM  MULIMUM
49484 - 42,60 24,68 50.00 46,28 22,02 16,07  41.39 25,74
“948% - 42,60 24.08 42,86 38,57 22,52 16,07 41,39 22.26
+6.00 - 30,48 12,32 37.14 36,00 22,02 16,07  34.78 25.74
49484 - . - 46,28 39,71 - - - -
52.80 - 40,74 23,3 44,00 39,71 23,07 16,07 40,00 37.04
40,96 - 26,11 23,3 36,81 34,28 23,07 16,87 26,96 20,52
5.0 o 16,30 35,71 35,74 34,28 20,98 13.80  23.48 20,52
65,36 - - - - - - - - -
|

52464 - 13,34 24,45 46.85 37.43 2,17 19,20 39,13 28,52
“1.84 - 23,34 20,00 35,71 . 23,07 16,07  23.65 20,54
63.8% . 40,74 28,34 42,28 38,00 31,17 2,5 36,00 32,35
38424 - 35,74 25.37 42,28 38.00 23,07 19,9% 26,96 -
8424 - 35,74 22,59 18,00 - 25,82 19.9 26,96 -
26,88 - 25,00 19.26 40,28 38,00 32,33 16,87 26,09 20,52
38424 - 23,89 18,52 40,28 38.00 2,11 16,07 26,09 20, 52

- - 20,00 - - . - . - .
56.88 - 3,26 21,48 40,28 38,00 2,72 - 33.91 24,00
61.60 . 39,43 36,70 4,28 40,00 23,77 17,61 45,21 33,70
35.36 1,3 20,7 39,43 7.1 %,72 23,80 - -
33.20 33, % 20, 7 39,43 37N . . 34,78 19.80
54472 - WY 33,34 - . 22,52 21,47 24,35 -
39,84 - 25,00 1.1 37.14 33,71 21,33 15,34 26,43 -
34,08 - 11,67 16,30 15.71 . 22,02 16,97 32,69 .
61,36 - TN 32,60 36,28 - 23,62 16,07  26.96 -
40,96 - 26,11 16,30 36,57 . 23,07 16,87  26.96 .
15,20 | 21,67 16.30 36.00 . 20,98 13.80  32.48 .
68,80 ‘ . - %0.85 43,4) 40,86 35.28 - -

l
%‘ SECTION 2
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Lindiogs Suring the visits in every compeny & lebowt conglenent
hee been esteblished. These labowr complements have been compered with
stendard werkloads throwghout Sewth Anerica always conaidering the locel

condit ions encountered. The result ir shown by the fellowing table:
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1t is moticeehle thgt specially direet nachine aperetors have

loum work loede thea indirect persemml and thet frequently there was

o 1ok of supervision, contivis and mechanical maintenanee steff.

e everage workload hes been the following:

spimiw:
Nedium Sine Nills ”
Small Sise MNille (]
TOTAL ;|

Qyeing and Finishing

| ULS lul.
‘ \
2 ”
» “
" »

Workloads are presently assigned dy the Manager of the dyeing

finishing plant based on observetions and his own emperience.

We have not found companies making use of the industrial

engineering techniques ia this ares.
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0.0.% LAPOUR TROBUCTIVITY RATEC MNP .CTARLSOR WITH INTEUATLAE
() Krappere:
mguq@m Spinning labowr preduct fvity is sonervaily epgprenced
in hga/eperater g, Protuction consiered is that of the cone winders
and personne] conajdored it all direct nd indiveet product iom et s osnne ]

frer bale watshoune te cone wind ing.

Tor wrlm pUrposeg, spert nt preder tier pev spevatar hewy
the everage tount has te bs wen! jonet, &% et amiard prode t irh peY aperatet

“ MIim wilth ‘miu AVET A ® R S

wg B ap avrithretical ave: age of the refves i .7s
oampen ies lLabrur product ivity ~ab be i~ coped by 6L in me e sipe T8,

9N in omall aille and B8 o total avsr .8y WY st sl oot it inhe

§f mili si e is taker inte comai svaliee ani the pessibie
nproeenenis arse weighteod by predys tier igwres productivity ratess cat

be bottored wnder ectuwal coniitiens by:

A (a nedium sise mills
00\ (s omell sise wille
O o total avereges

The totel everage ~vaduetivity rete of o)) Trundor ian eotioh

iodustrics 15 2,90 hga/eperator hewr for ob everage cewht! 3.9,

peomme et lons The productivity canld bo (Reveansd te * 00 sge/

eperater hour by

« jesrveased maehine spesds o assnsl
. - Jupreved offieionios
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. . Stemlerdised production, woerking only the time mocessary

. Buevesesd perecwnl by sehicving moreal work jnade

N Following ¢raphic illumtrat ione comgars ecuader ian produr-

tivity rates with intormat jcmal smes

m;jg ez ing (oheowy productivity hac beoer ompr esned in
thews 1ad wetergueft ARertad ror apesater howr. The percanne | ik buded
§o hat of warping, tlamhing, qeilling, draming ir, weaving ni rleth

ey eeens

Mz mdey sctunl ond(tlons productivity rates can be
mgroved by 1% (s sedium eise wille, 8% in emall wille and .Y on

everags (arithmeti-al awerage).

fapemmeniat v Reoin inprovementes <an be achleved by,

Potior weaving o' ! ic isncios

Peeronse person sl e etenderd by schioving mrreal workloads

Cipdiogs: ! aill sise io comsidered and improvements are we ighted
by product lon figerss given by the individual mills, above figures change
-

20 .00 japrevement pussible in sedium sise nille

87.8% inprevenent poseible in wmall nille

33.7\ inprevenent possible on tetal averege

Weighted produstivity f igures ore)

9,0 u 1.000 noters veft inserted por aperater howr actual in medium

sills
. 90,7 u V.000 astors welt inserted por sperater hour actual in small
: eille
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38,0 x 1,000 meters weft inserted per operator hour actual on
total average :

The enormous difference between arithmetical and weighted average

is due to the extremely low productivity of few mills.

The following table shows manpower productivity of Ecuadorian

cotton weaving mills with international standards.

Dyeing and Finishing

There is little attention given to manpower productivity in the
dyeing finishing operations because in many cases the operator only

stands-by to monitor the process,
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3.3.6 LABOUR COST AND COMPARISON WITH INTERNATIONAL STANDARDS

Findings

Spinning: Average labour productivity rate in spinning is 2,9
kgs/operator hour at an average count of 23.8. This corresponds to
approximately 3.5 kgs/operator hour at count 20. At an average pay of
4.3 sucres/hour or US Cents 17,20 the labour cost in spinning is 4,92

US Cents/kg (count 20).
Adding social charges this increases to 8,95 US Cents/kg.

The following table compares this figure with international

figures.
COUNTRY AVERAGE PAY PRODUCTIVITY  LABOUR COST COMPARI SON
HOURS KGS/0P. HOUF Us ¢./KGS. ECUADOR
U.S. CENTS 20s CARDED 20s CARDED  ACTUAL=100
Ecuador 31.3 3.5 8.95 100
Ecuador Improv.cond. 31.3 5.67 5.51 62
Peru 78 3.9 20,00 224
Colombia 51 9.6 5.33 60
U.S.A. 242 17.9 13.58 152
Europe:
Germany 132 10.6 12,45 124
France 98 9.6 10.21 114

The differenciation between medium size and small mills has not
been done, because being very different the average count spun, Trying

to bring them to a common factor would be arbitrary,

\VERNER 1400 BROADWAY, NEW YORK N, Y, 10018 - ‘TEL: (212) 5051230 - CABLE: WLRNLRCONS



Rrsiow oo [iniohing
m: e of the large eilla

labor conplenent and for thet reagon owr

oY > m st 1113 U
Bigect Iagirest PO oo
® L
Bleaching - Plece » 5.0
Oyeing - Plece ” 8,58
Finishin, riece 100 L% )
Yern 17 3.72
TOTAL .F. COTTON
INDUS TRY 2 ) 27¢ L)

hot Mot suppliod we with their

figures are mot complete,

L] ™e indirect ladour could net be classified by section

®  IDncluding social welfire and fringe benefits,
Ninimum vage paid: per hour 2.00
Naximum wage paid: per hour 8,5$%

Average wage paid: per hour 4,46

& Evaluations:

Findinga: WMo company has been found which considers proper job

ovaluations for paying the different job

classifications, There exists

only a certain tendency to pay tenders more than helpers, and to those

®ore than to sweepers cleaners or transporters.

workers are generally higher paid than spinning and preparation workers,

Also weaving section

T™his increases the trend found in most of the companies to hire new

WERNER 10 BROADWAY, NEW YORK, N. V. 10018 - TEL.
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Act.Productivity
1.000 m weft/op.hour

Average pay

Labour Cost

US ¢./hour US ¢/1000 weft

Weaving: Labour cost in weaving, considering only basic wages

labour Cost US €./
1000 in weft

(Improved conditior.

Medium Size 42,6

Small 26,2

TOTAL 38.0

table:

Productivity
1000 m/op. hour

28

18,2

25.2

Average pay
including
S. Charges

0.66

0.70

0.66

Labour cost
US Cents/

1000 m. (Im

0.53

0.41

0.50

Labour cost including social charges is shown in the following

Labour cost US
Cents/1000 m,
proved conditions)

Medium Size

Mills 42,6

Small Size 26,2

TOTAL 38.0

50.90

33.10

45.80

1.19

1.26

1.21

tional standards gives the following picture:

0.96

0.75

0.90

The comparison of Ecuadorian labour cost in weaving with interna-

Europe:
Germany

France

139
100

68.0
$3.2

2.04

1.88

COUNTRY Average pay Productivity Labour Cost Comparison

hour 1000 m/op. US Cents/1000 Ecuador

US Cents hour m. weft actual=100
Ecuador actual 45,80 38 1.21 100
Ecuador improv.cond. 45,80 50.8 0.90 (L
Peru 92 28.23 3.26 270
Colombia 85 $3.3 1.03 85
U.S.A. 258 156.00 1.65 136

169
155




Qbservation: Two companies with a total capacity of

29.476 spindles and §15 looms did not provide the production data

these companies are excluded from all

required. Out of this reason,

the chapters dedicated to Production and Productivity.
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3.4.0 QUALITY OF PRODUCTS

Findings: With very few exceptions, the quality of the yarns
and cloth produced in Ecuador is below the average level of comparable
mills in other South American countries. This is due to the following

points:

Low quality of cotton used for higher quality products, as
industrials are obliged to buy ecuadorian cotton

Lack of technical knowledge and adequate equipment in cotton
selecting and blending

Lack of quality control in process
Llék of supervision on technicians’ and supervisord level
Poor machine maintenance

Poor material handling and storing

Recommendations: Although it is recognized that the major portion

of the textile market is of low quality, it is essential to put more
attention towards quality, as the consumer gets more and more quality
conscious and as competition of other countries (Andean Market) with

better quality of products may enter the market.

On the other hand the demand for higher quality products is steadily
increasing in South America and the achievement of these products can only

be performed in Ecuador with a substantial change of mind by top management.

%RN ER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 5031280 - CABLE: \VERNERCONS




9.5.0 MANUFACTURING CONTROLS

Definition: A company is functioning well, when it produces as
many as possible of high quality products at the lowest cost. In order
to know how many products and at what cost can be produced, standards have
to be set, which act as a guide line against which performance can be
measured, Setting of standards for production and costs is generally

done by an Industrial Engineering department.

Findings: An Industrial Engineering department does only exist

in one company in all Ecuador.

Recommendations: Only after having set standards a control is of

use,

Each control has a specific purpose and the totality of controls
have to assure a continuous checking of production, quality and cost in
all process departments, giving the management a tool to recognize off

standard conditions or improvements in performance.

As with all manufacturing costs, the costs of controls should be
kept as low as possible, always guaranteeing the desired degree of control.
It has been proved many times, that on the introduction of such controls
the implementation and maintenance costs have been recovered several times

over.
Any industrial engineering function is a staff function.

It is of great importance, that all the controls described in the
chapter are performed by personnel, which depends of management and not

of production leaders. Only so an impartial performance can be guaranteed..

In smaller mills all control functions can be done by one person,

meanwhile larger mills need a more formal organization like an industrial
engineering department.

WERNER 1459 1ROADWAY, NV YORK, N. Y, 1018 - TEL: 12i2) 5631220 - CAL! £ "V LENLICUR.:



General Observation: There is a serious lack of clearly defined

and systematic manufacturing controls in the ecuadorian cotton mills.
Even in larger firms, where generally some type of controls exist, the
methods do not cover all areas and are not adequately coordinated.

Without such coordination benefits are only scarce.
Main points, which have to be controlled, are:

- In-process quality of products

,
v e

- Quality of products entering the mill Quality control

- Quality of final products produced by the compan
- ‘Productivity of machinery

- Productivity of man power

- Labour cost and utilization

- Raw materials and waste

- Maintenance of machinery

This chapter describes all recommended controls and the actual

conditions found in cotton industries.,

WERNER 1451 BROADVAY, NitW YORK, N, ¥, 10318 - TiL: (212) 5651240 - CABLL: WERNRUONS

e —




3.5.1 QUALITY CONTROL

Findinps: Only 108 of the surveyed industries have an efficient
quality control system and only 16% have the necessary equipment to effect
quality control. 1In all other industries quality control is either

defficient or non existing,which can be appreciated in the following

table:

LABORATORY EQUIPMENT QUALITY CONTROL

COMPLETE  INCOMPLETE ~ EFFICIENT DCFFICIENT NOT EXIST.
Medium Size mills 33 67 34 33 33
Small mills 8 92 - 23 17
TOTAL 16 84 10 27 . 63

Most spinning mills only perform count and strength tests and these
are done in many mills with a frequency which does not guarantee

statistical confidence. Mechanical cloth tests are not done in any mill.

Recommendation: Obviously, not the same quality standards will be

applied for low and high quality products. However, some controls need to
be exercised for all types of products and the cost of any test should

always be correlated with the realized benefits.
A complete quality control program comprises the following points:

Raw material controls: Grade
Fineness
Strength
Staple length
Moisture content

WERNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 865.1280 - CABLE: WERNERUONS




charge

WERNER

In process control in spinning:

Control of weight of

- Eveness tests -
- Spectrographic -
- Nep tests -
- Waste controls -
- Staple tests -

- Strengh (single and lea)-
- Twist in yarn -
- Appearance -

- Breaking tests -

picker laps, card sliver, comber
sliver, drawing sliver, roving and
yarns

Lap (yard by yard), Slivers, roving,
yarns

Slivers, roving, yarn
Picker, cards

Cards, combers

Cards, combers

Yarns

Single and double yirns
Yarns

Roving, ring frames, twisters, cone
winders

Weaving preparation and weaving:

- Breaking tests

- Moisture content -
- Stretch -
- Size pick up -
- Strength -

Warpers, looms
Slashed yarn
Slashers
Slashers

Cloth (includes tearing and abrasion
strength)

Apart of these points, a quality control department is generally in

+ Machine speeds
- Machine settings
- Package sizes

- (Cleanliness of machines

of controlling some or all of the following points:

1450 BOADWAY, NEW YORK, N, Y, 10018 - TEL: (212) $63.1280 - CABLE: WERNERCONS



In a complete quality control system standarde have heen eet for

. all the teatsz and testing frequenc ies amd sample siges are selected in
suth & manner, that results are statistically assured. Any of f standavd
result of teats has to be reported imwediately s=c that corvrection «an

take plece in the shortest inter:al possible,

m and Finishing:

from our survey, we have oheearved the foll - 1y

Bo complete quality control aysten emiste {n any of the ={lje
- In most of the mille, there is no guali'y cortrol at all
- Only a few plants have an inajpection departmen?
- Some mills have a spot checking quality conty-])
- Statistic data regariing the level of quality frercent of
' second quality end reprocessing) (s ™t availalbie
- There is no control of the manufactur.ng cohiitisng P In

Process Ouality Control

The purpose of the In I'rocess Quality C-ntrol aystem (p t:
achieve the following benefits:

- Consistency of quality

- %o achieve and maintain the highest qual ity ntanderds
- Yo ainimize the amount of second quality goods

« Yo minimize the amount of reprocensed goods

We can summarize the purpose and scope of en "ln Process Qualilty
Control system™ as a means to put 111 operations om a scientvific

and uniform basis to obtain consistency of quality.

. Only one company has a well equiped chemical laboretery.

*RN[R 1430 BROADWAY, NEW YORK, N. V. 10048 - TRL: (312 3881300 - CAMLE W RANLIOUNA




We chonicel laboratery should perfern the following Siahe:

< % lplensnt and saintein In Precens Quelity Comtrole
« %o previde teedmicel assistence

+ o eohtrel ehemicals and dyeatuffs

+ T o8t wp wew precesses and reciyes

+ T study now develapments and techniques

« o eveluate the preceasing coet

» T lawestigate eliente’ cemgplaints,
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9.5.2 LABOR COST CONTROL

Definition: Labor cost control covers the introduction of measured
work assignments and the subsequent follow-up, to ensure that actual labor

performance is kept in line with the established standards.

Findings: In none of the mills visited exists a complete labor
cost control system per section with established standards and only in 21%

of the mills some type of control exists.

LABOR COST CONTROL

COMPLETE DEFFICIENT NOT EXISTING
Nedium Size Mills - 3 67
Small Nills - 15 85
TOTAL - 21 79

Recommendations: The determination of work assignments

is normally achieved through time studies but only after operation

conditions and methods have been analyzed, simplified and standardized.

Once a sufficient number of time studies has been done and normal
time for each work element has been determined, the frequencies of every

element established,the job loads are calculated,

According to work assignments a standard labor complement {is
ebtained, through which standard operator hours and standard labor cost
per production unit can be developed. For obtaining readily analyzable
results it is necessary to calculate these figures for every production
dopartaent. The Sandards established are then compared periodically

with the actual figures of the period and any variance should be analyzed,

WERNER 1900 BROADWAY, WEW YORK, N, V. 10040 - TEL: (B13) 3631300 - CABLE; WRANERCONS
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poreshal enly for jebe 1ike cleaners, sweepers and ollers and replace
ssehine speretors by helpers and nechanica by mechine operator:, ™is

asthod dues mormally mot result in getting the right men at the right

plase.

W‘ A more cientific approach, selecting personnel
sccording to its capacities by tests and performance statistics, is
recommended. This technique should be incorporated in the personnel

sslection manual described under 3.3.1.

Job evaluation exists already in some Latin American countries
1ike Mexico and Argentina and consists in a point classification, which

cons {ders .

- Pwysical efforts to be done by operator on the job,
- Psychical efforts to be done by operator on the job
- Knowledge required

- Nanual ability

- Working conditions

Only a correct evaluation can be the necessary incentive for the

worker to learn more and to try to get higher level positions,

\VERNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (312) 565-1380 - CABLE: WERNERCONS




3.5.3 MACHINE EFFICIENCIES

while the control of machine speeds is generally included in
the Quality Control Program, machine efficiencies, the other factor

affecting machine productivity, have to be controlled separately.

Fi “s: Only 22% of the companies visited control efficiencies

in all th .~ctions and 26% do it partially.

COMPLETE INCOMPLETE NOT EXISTING
% % ]
Medium Size Mills 3y 33 33
Small Mills 15 23 62
TOTAL 22 26 52

Recommendation: Machine efficiencies not only affect production,

but also reflect running conditions, bad quality, work ioads, and techni
cal direction informed periodically (weekly) about them, can draw the

necessary conclusions to take steps to improve off standird conditions.

Also for efficiencies, standards have to be set in every production
department and under any operating conditions. Generally the industrial
engineering department prepares periodically graphic illustrations of

actual efficiencies, compared with standards.

WERNER 14%0 BROADWAY, NEW YORK, N, Y, 10018 - TEL: (213) 565.1280 - CABLE: WIRNERCONS




3.5.4 PREVENTIVE MAINTENANCE

Definition: Preventive maintenance is a periodic cleaning,
lubricating, checking, adjusting, and exchanging of worn parts. The
frequency of each maintenance work to be done generally is established

by machine producers.

A maintenance program includes:

Machine, in which maintenance has to be performed
- Kind of -work to be done

- Working method

- Frequency or cycle

- Person to do maintenance work

Conveniently different maintenance cycles for work with equal
frequency will be established and a type of calendar for every maintenan

ce mechanic is determined.

Findings: Only 16% of the mills visited have such a maintenance
program and 37% do some partial preventive maintenance. Allother compa-

nies have only cleaning and lubricating cycles and repair work.

COMPLETE INCOMPLETE NOT EXISTING
$ s %
Medium Size Mills 33 $0 17
Small Mills 7 31 62
TOTAL 16 87 47

Preventive maintenance, carried out periodically and according

to instructions:

WERNER 1450 BROADWAY, NEW YORK, N, Y. 10018 - TEL: (212) 565.1260 - CADLE: WERNERCONS



- Increases life of machinery

- Decreases machine downtime and increases efficiency

- Decreases spare part consumption

- Improves quality of products

3.5.5 WASTE CONTROL

Definition: A waste control program includes:

- Separation of reprocessable andirreprocessable waste by type

and section

- Periodical weighing

- Periodical calculation of waste percentages

- Comparison with standards

Findings: No mill does this control in a complete way and only

37% do some waste control, or only weighing of irrecuperable waste for

the purpose of selling.

COMPLETE
]
Medium Size Mills -
Small Mills -
TOTAL -

INCOMPLETE NOT EXISTING

] s
67 33
23 77
37 63

Recommendations: Since raw material constitutes the main item in

the finished product cost, the exercise of a good control over waste can

considerably influence the profitability of a cotton mill.

It is eapntial to control not only the irrecuperable waste, which

is sold, but also the waste which is being returned to the process to be
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reworked. An excessive quantity of waste being reprocessed is detrimental

to the processing performance of the mix and to quality of the products.

3.6.0 COSTING SYSTEMS AND COST CONTROL

Findings: Many mills consider their costing systems still as a
secret and many difficulties were found to obtain information on this

matter.

Specially in the smaller mills costing per processing department
is not done and there exist in general as the only cost centers
"gpinning", "weaving" and "dyeing and finishing". The different products
elaborated in these sections are not weighted according to their magnitude.
Averages are applied as for example in spinning, where total cost is

related to the production, in kilos, indifferent as to count spun.

In the bigger industries some effort of more detailed costing is
done. Cost per process is used more frequently and weighting factors are

applied to distribute costs occured into the different products.

We have not found any mill, where a correct colaboration exists
between the production and the costing and accounting department of the
company. Costing does not have the necessary information to distribute
costs to cost centers and products in a correct way and production
departments do not receive any information about the costs incurred so

as to use this as a measuring stick for performance.

The costing system used in the mills, where information was obtained,
is a historical absorption cost system, where costs in a more or less
refined way are distributed to cost centers and the cost of these absorbed

by the different products produced. Generally once or twice a year some
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type of analysisiaelaborated to compare the correctness of sales prices
related to costs ocurred, Some smaller mills were found, which have no
costing system at all and sales prices are established with rudimentary

estimations or products are sold at same prices as competition does.

The lack of a functional costing system and the negligence of
developing one is partially the result of the protected position, in
which textile industry still operates and where import taxes avoid the
necessity of competing against other than national producers. A higher
or lower profit margin exists in any product produced and the necessity
of combining mill capacity with market requirements in an optimum way

is not yet a condition to survive.

Recommendations: In the future, when the Andean Market will be

a reality, the necessity of a proper cost system will appear and compa-
nies should start soon to recognize 'the importance of a proper costing
system and controlling methods, because the implantation usually takes

a long period.

In the past, the only costing system known was the historical
one, called like that, because the cost ocurred in the past are the base
for pricing products. This system has the disadvantage, that costing is
always behind the actuality and that mill conditions however good or bad

they are, are accepted as a fact.

Modern trends, born out of the necessity to compete, to operate
with very low profit margins and to implant the "thinking in costs" in

all parts of the company, have led to the so-called standard cost system.

This system no more bases pricing of products and accounting of

inventories in historical absorption costs, but uses standards for these
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. purposes. Standards are established under the presumption what "costs

should be" and based on standard running conditions and production,

which have to be established by the production department,

Any variance between actual cost and standard cost

for the period is booked against the profit and loss acount.

With this system it is possible to control performance of every
mill department and overseer in an unique way. Periodical information
about actual and standard costs given to production overseers permit the
effective control of costs and the early recognition of off standard

perfomances.

Standard costs allow:

- Proper pricing of individual products

. - Predetermining costs of alternative products
. Measurement of efficient operations by departmeht
- Cost control and cost reduction by setting standard cost

targets

- Efficient control of raw material usage
- Control of inventory levels
- Recognition of the effects of changes in production methods
- Selectivity in selling
- Advisability of purchases of capital assets

- Analysis of all phases of business

The standard cost system can be divided up into two further
systems, the standard absorption and direct standard cost system, which
differ in the way the indirect or period costs are considered. In the

‘ standard absorption cost system the indirect standard costs are absorbed
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by a budgeted production, being distributed by factors to the different

products. This has the great disadvantage, that if the budgeted produc-
tivity, not only in volume, but in distribution of articles, is not met,
the cost situation is distorted. At the same  time, it does not permit

management to recognize clearly the effects of production volume

differences.

The direct standard costing system considers only the direct costs
and puts emphasis into the volume of production and sales, which have to
cover the period costs in order to achieve profitability of the company.
This system characterizes itself by simplicity and clear information for

management.

3.7.0 PRODUCTION PLANNING AND CONTROL

Definition: Production planning and control is a system of
coordinating and controlling production,based on a thorough analysis of
the productive capacity and sales requirementsof a company. Production
planning lays out the program that the mill will follow. Production

control keeps a check and insures proper execution of that program.

Three ‘basic objectives are convered by production planning and

control:

- Select the most profitable goods to produce, in coordination
with sales department

- Produce the selected goods at the right time

- Produce these products under the most favorable and profitable

conditions for the mill
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3.7.1 COORDINATION BETWEEN SALES AND PRODUCTION

A combany will produce the most profitable goods only if there
exists a perfect coordination between marketing or sales department
and production. Sales knows of the requirements of the market and the
production planning department of the capacity to produce. Based on correct
cost studies of every article, marketing and production planning deoart-

mentg establish general lines for production for every coming period ahead.

Communication between these two departments is important at all
stages in the operation of a company and the more complex the operation,
the more serlous is the lack of adequate communication. In a very small
operation, like frequently found in Ecuador, the coordination may exist
in the limited sense that respons ibility for both sales and produ;tion
are vested in the same person. Larger companies require a formal system

of sales and production coordination,

Findings: Lack of communication leads to that, what has been

found in many ecuadorian cotton mills:

Production of less profitable goods

- High inventories of finished goods

- Unbalanced mjll capacities

- Low machine utilization and productivity

- Low manpowepr productivity

Although market conditions were not found to be adverse to cotton
manufacturers and mills were producing only at a part of their capacity,
8tock of finished goods has been found to be 2 months of sales on average,

being the stock generally higher in the medium size mills (2,5 months)
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than in the smaller mills (1.1 months). However, this might be
explained by the fact, that small industries normally do not have the
capital to form major inventories and prefer to work at a smaller

output level.

23% of the mills work against sales ordemsonly, 12% against

stock and 55% against both.

3.7.2 PRODUCTION PLANNTING

Findings: 11% of the ecuadorian cotton mills have a complete

Production Planning System,which is shown in the following table:

PRODUCTION PLANNLTII.G

COMPLETE INCOYPLETE  NOT EXIST.
) % %
Medium size mills 20 80 -
Small size mills 8 46 u6
Total 11 56 33

27% of the mills elaborate production orders every week , 9%

every two weeks and 64% monthly.

Recommendations: A significant measure for good production plan-

ning is the inventory of in-process stock, which has been found to be on
the average around 5 weeks of sales,which for integrated mills is consi-
dered excellent, butwhich is influenced by the small package sizes used

and by the aim of small industries to avoid higher inventories of any
type.

The basic objective of Production Planning is to integrate and

coordinate the use of material, labour and machines to meet sales
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EAndinsa:

Semane integreal: VWorking hours of a week ate W,
The Coupeny has to pay the lacking & hours on
Seturday plus § hours em BSunday.

Vasations: 19 days in line., Sundays are included,
13¢h month salary

Jath month salary

Profit sharing: 10% of the companies profit has to
be paid to workers.

W of the profit has to be paid for children of
worhers less than 18 years old,

Social Security: 9 1/2 % of salary has to be paid
by the Company.

Fondo de Reserva: | month salary has to be paid
every year for every worker with st least one year
working time,

Observation: In the following table profit sharing
from Ecuador has not been tsken into consideration as it {is conditioned

to the companies’ profitability.

The calculation of the percentages hss been done based

on 2,112 working hours per year.

Vacation 120 hours paid
Sundays 400 hours paid
Baturdays 200 hours paid
Holidays 88 hours paid
13th wmonth salary 240 hours paid
14th month salary 240 hours paid
Fondo de Reserva 240 hours paid
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requirements. The mothods to achieve this objective can be detailed

. into the following functions:

Screen orders coming from sales department and accept only
those which can be met

Program production in such a way that smooth flow of material
is guaranteed, machine down time provoked by changes of
articles is kept as low as possible and production bottlenecks
are avoided

Establish a system to know at every moment the capacity

available in every production department

Process in optimum lot sizes

Maintain a balanced ocupation of capacity in all operat ing
departments

Keep close controls over inventory fluctuations

Direct sales effort towards slow moving goods and anticipate
demand for fast moving goods

Promote efficient production by clear informations to depart-
ment heads and relieving them of the necessity of doing their

own planning.

Working from actual or forecasted sales requirements, a production

plan is produced covering a production period, which may vary from one to

six months, according to the type and organization of ine mill. The aim

should be to reconcile as far as possible customer requirements with

economic production runs of the available equipment. Most companies use

inventories to balance out the inequalities of demands on productive

equipment and to overcome gseasonal variations.
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Management must establish the policies to guide the crganizational
structure to arry out the product ion planning function, With dve
consideration for these policies the production planning dejartrent can
then establish a production plan concerning the quantities n. tire wher
various products should be available, The requirerments for ~ater jal,
labour and equipment can then be established. The data s jrecenteq tc

- the various divisions of the company, purchasing, intustrial P ineer 7oy
personnel, inventory control, salec and administrat on, alway - pres=-t’r”
them with the information nceded by cach de,artment and In such a ra "-v,
that it most effectively synchronizes their contri! .tim to .re wotic”

facilities

gz:igﬁ;and Finishing

Findings: None of the mills exercise proper .rodwct (r o iantioo.
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Dyeing and Finishing: Only one mill has a complete production

eontrol system,

9.7.4 STOCK LEVELS AND CONTROLS

Findinpa: The stock of all type of inventories is illustrated

in a graphical form on the next page.

Stock levels of finiched goods and stock in-process have been

shown and commented already in the foregoing chapters,

gtock of material and parts has been found to be on the average

equivalent to 15,5 months of consumption, which is considered too high.

Mediur size mills show 18 months of consumption and small mills 14,

In spite of many difficulties from the moment, when spare parts
are ordered until they are received and the resulting variance in lead

time,a proper inventory control would reduce stocks appreciably,

In almost all the mills (B0%) a kardex is used to control stocks,
Put not all the possibilities of use of a kardex are exploited. Maximum
and minimum stock level, reordering points and economic lot sizes are not

even known by most of the mills,

Stock of chemicals and dyestuffs: Stock of chemicals and dyestuffs

was found to be equivalent to 10 months consumption in medium size mills,
13 wonths {n small mills and 12 months on average. Also this should be
oconsidered as exaggerated, specially as there exist sucursals of suppliers
of rew materials with some stock at hand. 85% of the mills use a kardex

te control stocks, without using control levels.
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3.7.5 PURCHASING

Findings: Only 17% of the medium size mills and 11% of the small
mills have a purchasing department. 83% of the medium size mills and
50% of the smali mills purchase on the basis of competitive bids, and
17% of the meaium size and none of the small mills have complete
statistic8of previous purchases, quality of products delivered, terms

of delivery and payments, prices, etc.

Purchasing Depart. Competitive Bids Statistics
Yes No Yes No Comple- Incom- No
¥ ¥ ¥ ¥ te plete Exist
Medium size mills 17 83 83 17 17 33 50
Small size mills 11 89 50 50 - 25 7%
Total 13 87 64 36 7 27 66

Purchase quantities for locally available items normallycorrespond
to between one weeks and 1 months consumption and imported items to 6
months to one years consumption. In small mills it is generally the
manager and in bigger mills the technician who proposes and the manager

who buys all needed articles.

" Recommendations: The technique of using economic lots and control

levels is virtually unknown in Ecuador. An inventory control system, on

which purchasing is based, can be developed the following way:

- Establish average consumption rates for every article
- Establish normal lead or reposition times
- Establish importance of every article or the risk of a loss,

which could be provoked by an inventory stocke-out,
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. - [Establish control levels (minimum, maximum level and rc-order
4 points) based on former data

= Calculate economic purchasing quantities
Such an inventory control system has the following advantages:

= Reduces unnecessary stock
Y -~ Avoids stock -~ outs of important articles
- Purchases at the right moment
i - Mechanizes and organizes purchasing, so all work involved can
be done by relatively low level employees

- Purchases in quantities, which are most economic to the company.
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3.8.0 SUPERVISION

Successful and profitable mill operation, anywhere, depends

largely upon the quality of supervision,

Findings: It is one of the reasons for poor productivity and
quality in Ecuador, that supervision in most of the mills is not adequate.
Management does not seem to have a clear idea, in what a degree the profi-

" tability of a company can be bettered by good quality and well organized
supervision and by technical knowledge and know-how of technical management.
Not only small plants have been found technically in the hands of personnel
grown out of the ranksof mechanics, operators or office personnel, On the
other hand, as functions and authority have not been well defined,

supervision cannot carry out all responsibilities it should.

' Recommendations: As first step to improve this really unbearable

situation it is recommended, that management has a clear organization chart
developed. This chart has to show the functions of every supervisor at
any level, to whom he has to report and who reports to him. Responsibili-
ties have to be assigned in such a way, that an integrated supervisicn and
control system results. Nobody should report to more than one person,

Line and staff functions have to be separated clearly.

Being aware of all the responsibilities, which have to go into the
hands of first line supervision, possibly the caliber of these important

persons can be improved.

Again it is emphasized, that optimum performance of a company is

only posdible, when management knows about production possibilities and
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costs, This information has to come primarily from technical personnel.

Correct cost calculation and correct management decisions are based on
these data. At the moment in the great majority of the visited mills
most of these data are not correct or do not exist. Pricing of products
and the appraisal of production situation by management therefore cannot

be correct either.

Management's attitude towards supervision and specially towards
first line supervision, has to undergo a change. Supervision must be
made to feel that they really are a part of management and that their
decisions play an important part in the success of the company. Once this
feeling prevails, it should make it easier to encourage supervisors to
act with authority, comply with responsibilities and undertake additional
training, which is necessary in many cases. Management then can insist
that correct information arrive at their tables, regarding all what

concerns:

- Production
- Machine and labor productivity
- Efficiencies

- Cobts

- Quality

The responsibilities of first line supervision have to include the

following points:

- Standardization of all running conditions in all production
departments, to the optimum possible
- Control that these conditions are maintained

- Control of raw material, waste

WERNER 1450 BROADWAY. NEW YORK, N. . 10018 - TEL: (212) 565-1280 - CABLE: WERNERCONS
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Control of personnel

Control of machinery conditions (maintenance)

Inform about possibilities of production

Establish production programs

Control production programs

Analyze all information regarding off standard condi ‘tions and
correct, if possible

Inform management about performance of the mill, productivity
costs, quality, etc.

Establish correct work loads and piece rates, or incentives
Give recommendations towards improvements of any kind

Program modernization or replacements of machinery.
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4,0.0 THE SYNTHETIC FIBER CONSUMING INDUSTRY
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4.0,0  THE SYNTHETIC FIBER CONSUMING INDUSTRY

Definition: In this section all those companies are included,

whose machinery is adapted to spin and weave pure synthetic fibers,

In total &4 industries of this kind were found, whose capacity

installed is 7.424 spindles and 170 looms.

4,0.1 DISTRIBUTION OF COMPANIES BY TYPE
One company was an exclusive spinning mill, another
had spinning and minor capacity in weaving and 2 were filament weaving
mills. All factories owned some type of yarn or cloth finishing

equipment.
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4.1,0 RAW MATERIALS

Findings; No artificial or synthetic fiber is produced in
Ecuador. All the raw material is obtained through the local represent-

atives of the producers in foreign countries,

The following table shows the importation of synthetic fiber

in last years:

IMPORTATION IN KGS,

TYPE_OF FIBER 1968/69  1969/70 1970/71  Up to_

Moment
Rayon Viscose 2.053.855 206,982
Rayon Acetate 214,678 105,435
Polyamides 605,282 165.929
Polyesters 240,016 185.776
Acrylics 1,223,935 598.000
Polyacrilics 188.477 52,000
Polyvinylics 45,000
JOTAL 4,627,243 7,632,856 * 1,359,122

SOURCE: Ministerio de Industrias

* Detailed data were not possible to obtain,
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The principal countries of origin are:

Polyacrilics Germany, U.S.A.
Polyesters Germany, Japan, U.S.A. 3 In this order
Acrylics of Rayon Japan, Germany, U.S.A.

SOURCE: Ministerio de Industrias y Comercio, and Importers

Not all these fibers are consumed in the industry described
in this chapter,

The greatest part of rayon and polyester imported is consumed
in staple form by the "Cotton Industry" for blends,

Polyamides are used also in the knitting industry in form of
filament, texturized and straight.

Nearly all the acrylic is imported by the spinning industry
described in this chapter, in tow form,

Weaving industry uses rayon filament and nylon, texturized
and straight.

The import taxes for these fibers are the following:

FIBERS:
Rayon Viscose Filament 1.20 sucres/kg., net
Rayon Viscose Staple 1,00 sucre /kg., "
Rayon Acetate Filament 1,20 sucres/kg, "
Rayon Acetate Staple 1.00 sucre /kg. "
Polyamides Filament 1,20 sucres/kge "
Polyamides Staple 1,40 sucres/kg. "
Polyester Filament 1,20 sucres/kg. "
Polyester Staple 1,40 sucres/kg. "
Acrilics tow 1,20 sucres/kg. "
Acrilics Top 1,20 sucres/kg. "

SOURCE: Arancel de Importacién,

VERNER 1450 BROADWAY, NEW YORK, N. Y. 10018 . TEL: (818) 563-1280 - CABLE: WERNLRCONS




. An additional tax of 20% ad-valorem has been abolished after

the recent devaluation of the Ecuadorian sucre,

COMPARISON OF PRICES WITH OTHER COUNTRIES

Us S, DOLLAR/Kg, CIF
FIBER ECUADOR  PERU MEXICO  BRAZIL ARGEN, COLOM, CHILE UsS.A,

Rayon Viscose
Staple 0.555 0.705 0.880 0.889 1,287 0.797 1.179 -

Rayon Viscose
150 deno
Filament 1023 20870 10996 1.720 2.717 - 20519 2005

Rayon Acetate
Staple 0.90 1.175 1,040 1.721 1,287 1,414 2,900 -

150 den,

. Rayon Acetate
Filament 1.25 2.990 2,080 3.497 2,974 2,138 5,575 1,52

Polycster
3 den, Staple 0.90 2,396 2.400 2,701 3,632 2,331 - 1.37

Acrylic Tow 1,12 1,772 2.960 4,114 6,590 - - -
Mrylics Top 1.15* 2.‘61 2.720 3.5‘1 50590 - ‘.690 -
Nylon Filament 1,55 - - - - - - .
* Staple

SOURCE: Perd, Mcxico, Brazil, Argentina, Colombia, Chile: Werner, Comparati.
Study of Werner 1967; Perd 1968

U.S.A.: Rayon Celenase
BCUADOR: Ministerfo de Industrias y Comercio,
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Insommcndations: it is of principal advantage for the

Ecuadorion synthetic [iber conouning indwetry, as con be seen in the

foregoing table, that no producer has yot entablinohed a faetory
in Bcuador. This provokes, that Fcuador buys these [ibers at internst-
fonal pricas and at & high quality level, It has beem observed, thet
synthetic fiber producing companies established in Bouth Americe cannot
produce fibers at international price levels and aleo quality of

products is frequemtly not comparahle to imternational standard,

It ts therefore advinable Lo maintain these (avoratle
condition for Ecusdorian indwstriea, until there is a (iber producrer
willing to install in Fcusdor and who guarantees quality and prices

equal to international standard,

As soon as the Andean Market (s realised, Article ‘o,
106 of the "Convenio de Cartagena” applies which says, that: teuador
as 8 country of comparably little industrial development starts tie
reduction of import taxes for imported goods {rom other Andean cuntries

only December 31, 1976 and will reach minimmm, Decomber 1!, 1983, ihis

definitely puts Ecuador in a very favourable position, wien buying rav ma-

terials like nylon and pelyeater at a cheaper price,

WRRNER 1400 BROADWAY, WEW YORK, & ¥ 10000 - THL. (@001 006 1000 - CABLE ¥NBNENCONS




0.0  BEAMRSE AR MCLLAK FRRTIVIIY
edel  _APYRALMA OF RALITUS NCIINGRY

iiaiiien of Iates. Alee (n this braneh maehinery
hes boon growped inte wdern, swdiun age ond old or cheslete machinery,

00 alevady decetibed in "The Cotion laduntry”,

Lindings Svivming ond vera finishing

The following teble shows the [indings Ln the different
wpltaning ond yorn {iniohing deperimente
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pistribution of looms by manual and automatic:

Manual looms: 20= 107

Automatic : 180= 90%

pDistribution of looms by one shuttle and several shuttle

. looms :

One shuttle looms: 102 = 51%

Several Shuttle looms: 98 = 49

Observation: The general condition and age of machinery,
can be considered as good and comparable to South America averages. As
the pure synthetic fiber consuming industry does not exist a long time

yet, machinery in general is never than in the cotton or wool industry

Dyeing and Finishing: The table No. 1 shows, divided by
sections, an inventory of the machinery.
In each section, we have classified the machines in 3

groups (*) as follows:

= Modern
- 0ld
« Obsolete

From the table No. 1 , we observed:
- Small dyeing - finishing sections

- Very good hank dyeing equipment

(*) Refer to the remark made on the cotton industry.

WERNER 145 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (312) 863-1380 - CADLE: WERNERCONS
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4.2,2 DEGREE OF AUTOMAT ION
Definition : Automation includes most of the points
already mentioned under "The Cotton Industry" with the exception of the

few points exclusively referring to cotton spinning equipment (Blow Room),

"Findings: 337% of the fntersectings were equipped with

autoleveller devices.

No automatic transport system, doffing at ring frames,

automatic winding and shuttleless looms exist.

Dyeing and Finishing : The table that follows shows,

the degree of automation for various machines.

SECTION DEGREE _OF AUTOMATION
HINE Good Medium Poor
% % %
Yarn Dyeing Hank Dyeing 100
Hank Dryer 100
Hydro Extractor 66,5 33,5
Piece Dyeing Winches 100
Jiggers 72,5 27,5
High Temperature Beam
Dyeing 100
Beaming Machine 100
Dyeing Pad 100
Piece Finishing Finishing Range 100
Can Dryer 100
Calender 100

ﬁRNER 1430 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (313) 565-1200 - CABLE: WERNERCONS
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64,2,3 ATMOSPHERIC CONTROLS
Findings: Atmospheric controls were not found in this
industry. Synthetic fibers are in general more propense to static
electricity snd great difficulties specially in spinning are found if
correct humidity is not maintained, As Ecuador climate is never
extremely advgroe to proper conditiors mills have not yet considered the
installation of atmospheric controls, which would certainly improve run-

ning conditions,

4,2,4  LAY-OUT OF MACHINERY

Findings: The following table shows the findings on lay

outs in the different sections:

GOOD FAIR POOR
Spinning 50% S0% -
Weaving 67% 3n

Recommendations: Synthetic fiber consuming industry is,
equally as knitting, a rapidly grcwing industry branch and on buying new
machinery or erecting new plants lay-outs ahould be designed in such a
manner, that future expansions csn be considered, Very small buildings
without proper terrain to expand should be abandoned right from the

beginning,

4,2,5 N ST )
Iindings: Also here in this relatively expensive fibers
consuming industry the same defects were encountered as in the Cotton
Industry, poor handling without adequate mechanisation and containers, as

well as poorly and badly organized storage were the main points observed,

ﬁRN[R 1450 BROADWAY, NEW YORK, N. Y, 10018 - TEL: (318) 505.1380 - CABLE: WERNERCONS




The following table shows the appraisal of material

handling and storage:

MTERIAL HANDLING STORAGES
Good Fair Poor Good Fair Poor
. Spinning - 1007, - - 100% -
Weaving - 67% Kk - k%73 67%

Dyeing and Finishing :

Due to the small size of the

installations surveyed, we consider the present lay-out and production

flows as satisfactory,

*RNER 1450 BROADWAY, NEW YORK, N. V. 10018 - TEL: (313) 5651200 - CABLE: WERNFRCONS
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4.2.6 EVALUATION OF TLCHNICAL PROCESSES

Findings: The spinning industry consuming synthetic
fibers uses exclusively acrylics. The spinning system is a worsted type, start-
ing from tows \.'rhich are cut and produced into sliver in cards. Yarn is
dyed on hanks, which is normal in acrylics and notopdyeing was found.

Generally 3 passages of interaectings and finisseurs are used as preparation,

The weaving industry uses filament acetate, viscose snd
nylon, texturized or straight. Processing as in spinning, was encountered
efficient, with exception of slashing, which was not adequate due to the

age of machinery used.

4.2,7 RECOMMENDATIONS FOR REPLACEMENT AND MODERNIZATION

' 0 HINERY

Concerning the age of the machinery no modernization
is necessary, with the exception of the slashing departments. The type
of equipment found was adequate. In future expansion in spinning the

balance of equipment should hold a high priority,

4.,2.8 PRODUCTION
The following is the production of the mills visited

in the synthetic fiber consuming industry,

Spinning: 800.000 Kgs, of 40% metric count (acrylics)
Weaving : 1,700.000 m, of acetate, viscose and nylon filsment cloth,

Observation: The biggest spinning mill in this sector

did not provide us with their production figures,

ﬁlNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 565.1380 . CABLE: WERNERCONS



6§.2.9 BALANCE OF PRODUCTION
Findings: 50% of the spinning mills run in balance.,
The other 50% hqvc too high spinning preparation capacity. Weaving
sections have been found balanced with a slight surplus capacity in

varping.

pDyeing and Finishing : The necessary data to calculate
a balance of production was unavailable. |
Tﬁil is a significant indication that the companies

are vorking without any control and planning.

WERNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (312) 565-1280 - CABLE: WERNERCONS
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4.2,10 DEGREE OF UTILIZATION

'o Findings: The average utilization of machinery

in the different departments has been the following:

DEPARTMENT UNITS No, OF UNITS % OF UTILIZATION
‘ CONS.

Spinning Prep.:

Converters Machines 4 67
Cutters " 1 67
Cards " 2 67
Intersecting Deliveries 37 70
Finisher Reads 160 83
Ring Frames Spindles 7.424 90
Cone Winders " - 332 67
Hank Winders Machines 12 80
‘ Hank to Cone
Winders Spindles 408 ‘ 67
Twisters " 2.520 73

Weaving and Pre,:

Quilfers Spindles 146 83
Warpers Machines 4 83
Slashers " 2 50
Manual Ldoms  Looms 20 3
Autom, " Looms 180 8

Observation: It has been found, that in the spinning
and weaving preparation in some mills the working time was excessive

considering the capacity installed and the one required,

WERNER 1430 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 505:1230 - CABLE: WERNERCONS



Dyeing and Finishing :

Findings : The degree of utilization shown in table No, 2 has been
expressed for each type of machine.
We observed:

= The yarn dyeing equipment has a very good degree of

utilization,

-« Most of .the piece dyeing equipment is utilized only one

shift
TABLE 2
8 ON NUMBER OF DEGREE OF
MACHINES UTILIZATION
%
Ysra Dyeing Hank Dyeing 5 100
Hank Dryer 1 100
Hydro Extractor 3 ' 17,5
Piece Dyeing Winches 2 33,5
Jiggers 11 33,5
High temperature Beam
Dyeing 1 100
Beaming Machine 1 100
Dyeing Pad 1 N,
Piece Finishing Finishing Range 1 100
Can Dryer 1 33,5
Calender 1 3,5

*RN[R 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (313) 5801200 - CABLE: WERNERCONS




4.2.11  DEGREE OF PRODUCTIVITY
Iindings: It was impossible to obtain the necssssry

data to calculate productivity figures from the biggest spinning mill
consuming synthetic fibers.

In the rest of the companies the degree of productivity
has been the following:

Intersectings: 70 %

Finisseurs: 30, 6%
Ring Frames: 64, 5
Looms : 68,7

For recommendations compars the following chapter

4,2.12 E_PRO \'s E
SPINNING :
Lindings: The average machine productivity rats
found was 26,4 grams/spindle hour for sn average count of 40% metric.

This rate is only very little below South Americsn Standards.

Racommendstions: The correct ring size should be

considered in future purchasing of spinning mechinery. A ring sise
of 57 mm. or maximum 60 mm. i3 appropriste for 408 metric.

WEAVING

Lindings: The average mechine productivity rats, expressed
in 1000 m. of weft inserted per loom hour, vas 7.0. Thise productivity,
under actual conditions, could be increased by IPL, thus reaching 9,8

a2 1000 wm/loom hour,

*Mﬁl 1680 BROADWAY, NEW YORK, N. Y. 10018 - TRL: (§19) 3031800 . CABLE: WYRNERCONS




The predustivity rates described (n this chapter are

woighted by the production of the companies.

Desemmendalions: The reasons for the lav preductivity
Tetes should be encountered, analyned and remedied, From obeervations

during the vieits made it seeme very probable, thet a proper production
plonning system could impreve oversll efficiencies and productivity retes

cons Llderably.
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5.9.0 [OMR OF WORK ASSICINENTS ARD WORK LOADS

findings: In 17\ of the mediuwm size nille ant B\ of the small
aills (average 100) work loeds are assigned by Tnduetrial Lagineering
methods. All the other companies use the enper ience ot their technical
staff or just try to increase low appearing work loads by dealings with
the wnions, without any realintic bane. It is of mo wonder, that
workloads in general are very low and at different leved {n the different

job classifications.

Recommendat ions: Industrial Engineering methods, basing
themselves on best possible working conditions, time atudles and
calculations of work loads give management ascientific tool to level

workloads and to pay correct piece-rates or incentives,

Average Work Assignments: The following table shows the average

work assignments in Ecuadorian cotton mills.

WERNER  14% BROADWAY, NEW YORK, K. Y. 10018 - TEL: (B18) 8601909 - CABLE: WERNKRCONS
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3.1  CMMCIRRISTICE Of SCHADORLAN LARR. FOSCE
Mamals sl labeut

Refer te section 1,3,1

Ghasatasien o0 lgbeug Ivrnover

LANARNGS: The average percentage of absentgem was
found to be 4. M. Abowt labour turnever no dats could be obtained and
it 1o very predbable that (igures are (n the same range as described
wdeor ).).1,

Ixalning snd Batrainieg

LAndARSR: Mo training and retraining program exists in
this tadustry. The recemmendet ions given under 1.3.1 apply in the same

way n the synthetic ((der comsuming industry,

3.7  WAER MRS
Liadingg: The average basic wege in spinning wes 4.1
susree/heowr or 16,4 U8, comts, in weaving 6.9 sucres/hour or 26 U.8.
oonte ond in totol average Y suecres/hour or 20 U.5. coents. The wages
ove theteler vory siailar te these found (n the cotton induetry,

The follouing toble shows the basic vage rates by job
slasetifiention, Cenpericeon of spisning aopereter wages with internat tonsl
onse eon bo .oferved te 5.).3 . Fer (ilament weeving operations o table
(o added, conpar ing Srvaderion vages vith these of Perd, Néuico, Irasil,
mgont lag, Colambia and Chile.
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JSIC WACES IN THE SYNTHETIC FIBER CONSIMING

JINDUSTRY

JOB CLABSIFICATION  OPERATORS HOURLY WAGE SUCRES/UOUR Hourly Wage
CONBLDERED Max, Min, Average US Cents
' Average
Converter Tender 6,) 3.5 4.9 19.6
Cutter Tender . - 3.5 14
Card Tender 4 - - 3.5 14
Intersecting Tender 32 3.5 3.3 3.5 14
Pinfseeur Tender 9 3.5 3.1 3.4 13.6
Spinner 51 5.6 3.5 3.9 15.6
Cone Winder 12 - - 3.5 14
Twieter Tender b 3.5 3.1 3.4 13.6
Henk Winder Tender 54 3.7 3.5 3.6 14.4
Henk to Cone Winder 4 - - 3.5 14
Mechanic 4 - - 28.4 113,7
Pweeper 4 - - 3.5 14
TOTAL 214 4.1 16,4
Warper Tender 9 6.6 3.5 [ 19.2
Werper Helper - - 3.7 14.8
Slasher Tender ? b.b 6.5 26
Quiller Tender 14 3.7 3.5 4.7 16.8
Quiller Nelper 4 - - 3.7 14.8
Veaver sl 9.1 4,9 1.5 »
Battery Hand 6 - - 4.6 10.4
notter [} S.? LN 5.5 22
Draving In 10 7.4 3.8 4,2 16.8
Otler 4.0 3.7 Y 16
Clesnet . - (Y ) 10.4
Neoshenic 13 n,.1 7.9 12,4 49,6
Cleth Reviser ? ] 4.4 5.9 23,6
Cleth Doffeor 2 - - 3.9 14
TOTAL 13 6.5 2
TOTAL GEWERAL m? 5.0 0

WARINER 140 BROADWAY, MW VORK, . V. 10000 - TBL: 908) 0081000 - CABLE: WRNERCONS
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nd Finishing:
Findings: In the three plants we surveyed we found the

following labor complement.

. Total Direct - Indirect Workers

D.F Synthetic Fibres Industry 33

Average Wage Paid (%) : S per hour : 6,32

Maximum Wage Paid: s/ per hour : 10.00

(*) Excluding social welfare and fringe benefits,

WERNER 100 BROADWAY, NEW YORK, N. Y. 10040 - THL: (110 0001300 - CABLE: WERNERCONS




4,3,3 EEIAL CHARGES AND FRINGE BENEFITS
Refer to 3,3,3

4.3.4  WORKLOADS AND WORK ASSIGNMENTS

Findings: The average workload of spinning operators
has been found to be 54%, in weaving 64%. Workloads are assigned by
decision of management and no industrial engineering methods are used,
Latter would be the only way how to prove scientifically these extremely
low workloads and would form a base for conversations with the workers'
unions in order to improve present situation.

The following table shows the average workloads encountdred:

JOB CLASSIFICATION OPERATORS CONSIDERED WORKLOAD ON AVERAGE
Saianing end Yern Finishing
Converter Tender 4 1.5 machines/operator
Cutter Tender ' 2 1 " "
Card Tender 4 1 " "
Intersecting Tender 32 1.2 " "
Finishing Tender ’ 32 " "
Ring Frame Tender s1 381 spindles/operator
Ring Frame Doffer ¢ 1.000 " "
Cone Winder (Manual) 12 3 " "
Twister Tender 14 m . "
Nenk Vinder ) 0.5 machines/operator
Nagving
Varp Tender 1 0.3 mechines/operator
Slasher Tender .’ " "
Quiller Tonder 1) 2 opindles/operator
Weaver Tender ol ® leoms/operater
Bettery Nend ) N " .
Otlet 3 o " "
Weshenic 1) » "
Wnetter 4 n "

M 1400 BROADWAY, NEW YORK, N. ¥. 16808 - THL: 1) 305-3000 - CARMLE: WEBRNERCONS



4.3.3 LABOUR PRODUCTIVITY BATES

tpdnatng:

Findings; The averags labour productivity rate
encountered vas 4,6 Kgs/operator hour at an average count of 40°®
metric.

This rata, under actual conditions,could be bettered
by 126%, raaching 10,4 Kgs. vhich would almost meet South American
Standards.

Rasommendations: An Industrial Engineering Department

should establish correct vorkloads and a standard labour complement.
The increased productivity rate of 10,4 Kgs/operator hour could then
be achieved by reduction of superfluos personnel,

Neaving. -

IAndings; The actual lebour productivity rate was

19,4 x 1000 n, of weft {nserted per operator hour.

Under sctual conditions this rate sheuld be 41 n 1000 n..
por operator hour, therefore 1115 higher, but still about 208 below

Seouth Amsricen Standards.

Dassmmecdations : Incresse machine efficiencios by proper
predustion ploamming, quality contrel, verk organisation and mpintonance,

Incresse vecklicads te 1008,
0.0.¢  LARNE COST

Lindiass: T (olleving tebles ohow the lebowr coot

wndor astusl and lupreved conditions i spining ond vesving.

wianer wmwtmmn.v.m-u:mum-cm<w
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4,4,0 QUALITY OF PRODUCTS
Findings: The quality of products produced by the synthetic

fiber consuming industry, im general, has been found to be up to
{ntsrnational standards, what spinning and weaving concerns, primarily

due to the use of high quality imported raw materials.

4.5.,0 MANUFACTUR ING CONTROLS

4.,5.1 QUALITY CONTROL
Findings: A complete and orgnnlied quality control

program does not exist in any of the visited companies. As in the
cotton industry, lack of testing equipment could be stated. In spinning
only count tests and some ocasionally executed strength tests and in

weaving break tests at looms (in 33% of the mills) are done.

In the following table the conditions respecting

quality control can be appreciated:

ATORY EQUIPMENT gUAL].TY CONTROL SYSTEM
%g Incomplete o Mcomp lete Mot TXiSt.
% X

7. 70
Spimning . 100 - 50 50
Veaving - 100 - 33 67
TOTAL . - 100 - 50 50

Bxeing and Fintahing: Refer to “The Cotton Industry”

Besommendations: The seme observations and testing
progrean as tound under 3,35.1 apply also to the synthetic fiber consuming

industey,
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4.,5.2 LABOUR COST CONTROL
Findings: Only in 251 of the companies a labour

cost has been found which, however, does not use standards,

LABOUR COST CONTROL

COMPLETE INCOMPLETE NOT EXISTING
Spinning _ - - 100
Weaving - 3 67
TOTAL - 25 75

4,5.3 MACHINE EFFICIENCIES

Findings: The following table shows the findings on

the control of machine efficiencies:

CONTROL OF MACHINE EFFICIENCIES

COMPLETE INCOMPLETE NOT EXISTING
Spinning . - - ' 100
Weaving 33 33 33
TOTAL 25 25 S0

Recommendations: Machine efficiencies should be
calculated in all the departments every certain period and compared

with standard values.
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4.5.4 PREVENTIVE MAINTENANCE

s lack of preventive maintenance .

' Findings: A seriou

programs could be stated also in this industry.

PREVENTIVE MAINTENANCE _PROGRAM

COMPLETE INCOMPLETE NOT EXISTING
Spinning - 100 -
Weaving - 67 33
TOTAL - 75 25
Recommendations: Refer to 3.5.4
4,55 WASTE CONTROL

Findings: The irrecuperable waste is weighed for

selling purposes. No periodic waste control program with standards

was found
WASTE CONTROL
COMPLETE INCOMPLETE NOT EXISTING
Spinning - 100 -
Weaving - 100 -
TOTAL - 100 -

angg.l Observation: Out of the results shown in this

chapter it can be recognized clearly, that the same conditions as in

the cotton industry prevail in the aynthetic fiber consuming industry,
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Management does not put any value in and does not hnow of the advantages

of proper manufacturing controls. Production sections sre practically

run by ftself without any coordination with the directing part of the
company,
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4,60 COST CONTROLS

Refer to 1,6,0

4,7.,0 P ONTRO

4,7.1 ION BE SALES AND ON
The same observations as stated under 3.7.1 apply

also to this industry.

4,7.2 ON P N
ings: Production planning in the synthetic fiber
consuning industry has the advantage of an even better market than the
cotton industry has. All the industry producesagainst both stock and
orders, but the amount of orders at hand is great snd the production

capacity producing for stock is negligible,

In spite of that, production planning is not well
organised and shows defficiencies in many aepects, Production schedules
‘in general, are not slaborated periodically and article changes are
docided by management or sales at any moment. Because of that, high
sschine downtime and mo correct planning of vaw material supply vas
found |

29 of the mills give production orders weekly, 25% monthly

ond 0% elaborate no periodical production orders,

4.%.3  PRODUCTION CONTROLS
Lindings: 29% of the visited mille comtrol their

preduct ion regularly, 23% elaborate information about production,

vithout difference amlysis vith a production forecast end 30L do not
eontrel production at all,
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ghsarvations: In the industry deseribed (n this chapter

. s special lack of administrative personnel to do manuiacturing contraols,
production controls and planning has been encountered, The organication

in this respect is even worse than the one found in the cotton industry.

6.7.4  LNVENTORY LEVELS AND CONTROLS
Lindings: Stock of finished goods has been found on the

sverage equivalent to 2-3 weeks of sales, which is Little and confirms
the good sales demend actually existing in Ecuador for the types of

producte produced in this industry.

In process stock was equivalent to about two weeks of
sales, which aleo is encellent,
Spare parts and other materials stock wves eround 6
. months comsumption, and considered normel under the prevailing conditions.
Stoek of chemicals and dyestuffs on the average wes
found equivalent to 8-9 months consumption, which is move on the high
side,
All the mills uee & hardex to contrel their spere
perts and chemicals imventory. Ne control limits ave used, Omly 29

of the companies use some guide level for the reovdering of items,
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® , 0.0 nBEcMMLE
LAMAIRGS: 2% of the mills heve o purchasing manager. In
61l the other industries the genersl saneger himeell does oll the
purehasing. All the companies purehase on the baais of competitive
bids. The quantity bought {s established in secordance with consumpt | on
retes. Purehasing in econemic lots (s not done in any company., 301 of

the mtlls maintein statistics on previous sales, prices, osuppliers, ete.

490  ursavisicy

Rafer to ’o’o’

fanazal Obsarvatise: Ae to ell menufacturing controls, cost

. ond production controls, purchasing and supervision, the same reconmend-
otiens ere valid for the synthetic fiber consuming industries a8 thoee

olveady described in the cotteon industry,
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30,0 TIE WOOL INDURTRY
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3.0.0 MK WOOL LMUVSTRY
' pafinition: In this section all those companies are included,

whese machinery is adapted to spin and wesave pure wool ot woel blends

with man made (iber. The spinning part {s subdivided in companies

with a woolen or a worsted spinning systew,

In total, 10 companies with 16,004 spindles ond 322 looms
have Deen visited,

3.0.1 RIATRIAUTION OF GOMPANIES bY SLAE
The wool industry in Fcuador is proportionally

smaller than the cotton industry. Only two companies wvhich together
cover mearly 6% of the total capecity visited, reach really industrial
sise levels.

The fellowing garaphic illustration shows the distribution

. of compenies by sinse in spinning and weaving.

5.0.2 RIATRLMTION OF COUPANILY WY TYPE
3 of the companies visited and including the tweo

biggest plants are cembined weolen ond vorsted spimning and weaving
plonts. R of the companies are voolen spinning and veaving and

S worsted spinning and wesving.

I the case of the companies with weelen ond wervsted
winning the tve sections ave considored as separatd plents,
70 of the weel industrieos have dyeing and (inishing

tastallations.
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5.1.0 MM MATERIAL

s.1.1  ¥OOL
The Ecuadorian Country ie geopraphically divided into

three parts, the weatern part near the Pacific Ocesn, called "Costa®,
the central highland in the Andean Mountains, called “Sierra" and the

castern part, mainly jungle, called "Oviente",

The weatern part, & highly product ive agricultural
eres is principelly dedicated to the growth of bananas, coffee, cacao,
tice, fruits, cottomn end other products. The eastern part is greatly
waenploited jungle and only the main arcas of the central highland
gre, due to their minor agricultural productivity, apt for the product-
ton of wool. MNearly 100% of fevadordwool production comes from this
pert of the country.

The Andesn Nountaine and valleya ave principelly

pepulated by indians or population with atrong tnfluence of the original

tohablitants of the country and who own ahout 60L of the animals existing.

The techniques of exploiting still are very primitive, the right
sslection of animels ond crossing is virtually unhnown and the quality
ond yield of preduction very low,

Ascording to the sstimations of the Net ional Groeup of

Wesl Preducers, ANCO, the fellowing 0 the composit ion of reces in

Sevader :
« Criollas type “Churva” 1,
« Cvessings of Corriedale ond Rambouillet o
o Crossings of ether vaces n
- Pure Corriodale or Rambouillet n

The washer of animals enisting were sotimated in
1'011.000 and the average yield/head yearly avound ) pounds of vawashed
(greasy) weel.
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The following table shows Rcuader's production of washed

. wool in 1968 and 1969, by type,
e _of ool la3¢8 1 L.
Criolle e 49,7 1Y 4.2
Corriedale Purs 2] L 79 ) 11) S.?
Covrtviodale Crossings M n.a o 2.6
fambouililet Pure 1§ 7) 6.4 1% 7.8
Rembouillet Crossings b ) 16.1 .} 19.4
piffervent Othere 3 ) 1.4 ) 1.)
TOTAL 1.70 100.0 1.981 100.0

The averege vield of umwashed woel 1o approximately 30 .

The sbeve production could be divided inmto the fellovwing classes:

/% Special .n
%/ % Special on
“/% Ceod nn
%/ % Ceed N
®M/% Fetr L 1R, ¢
%/ % Potr “n
Wined L N
Plocses w,e
Criella »n

Othots ond deffostive 3 TB

SOURCE: ANCO
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. 1t 1o sstimated that between 20 and R of the nation-

ol produstion, wnearly all of the Criolle Type, is autoconsumed by the
farmerz, whe with their manual techniques produce coarse yarne and

oorments, dlankets, carpets, etc.

Only 70-80% is comeumed by the textile industry,

which iupor® the remeinder needed mainly from Uruguay and Argentina.

The following teble shows wool importation by type

in the last 3 years and wp to 1949

WOOL VARMED  MABIE  MOOL AND HAIR  XQTAL

Tam Isme Iame Joue Leue

1963 ol.s 1.9 2.2 142.6

1966 0.0 11e.0 1.0 205.8

. 197 110.0 175.0 1.9 292.)
1960 138.0 179.9 (98 2.4

1909 168.9 o1.0 5.0 24,9

SOMNCE: EKestadfeticas del Bamco Contral 1968

Conmarsializetion: !Wsulih can buy their nationel
weel through the following channels:
e Directly (rom big f(armers

* Thvough dealere
= Through ANCO, the netional growp of weol producers

Ia the first co® industrials buy relatively uniform but
wislessified wool, The supply through dealers is irregular in quality
ond prices, Theough ANOO the industey buys wool classified by specialists

WPERNER 1600 BROADWAY, NEW YORK, . ¥. 10010 - THL: 918) 308 1000 - CANLE: WERNERCONS



. ond sscerding te the English system.

produstion gees presently through latter channel,

Pricedef national wool are the following:

About 10 - 151 of the nationsl

Class W
Vads Cants
64 /3% special 19.0 79.2
36/30 Special 19.0 1.2
/%8 GCeod 17.6 70.4
36/30 Goed 1.6 0.4
/% Fair 15.4 61,6
66/%8 reir 15.4 1.6
Wined 13.2 2.0
' Criella n “
Pleces 1 o4

SOURCK: ANCO 1989

Prices for imperted wool (average year 1968):

JAwmrea/kile Iasluding

Lo} €Ll lmmert Dutiee LS Cents
Washed weol,60 and better 20,70 Y8 1) %.0 1%
Veshed weel, 48-60 20.14 2.1 3.3 111.%
Weete 12.% 13.72 1n.e ()
Cavded or sambed tope "n.» %.07 “®. 3y

SOURCE: NReports of CRIDES 1968 - Ganaderfa Ovina.
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ghaarvation: Comsidering & yleld of S0% of washed

weel the average price of Fcuadorian wool is much higher than the

tmported wool, even after paying traneport and import duties,

The reason for this discrepancy should be analyzed and

romsdied. Only thenm the wool inmdustry can have & future.

fasamandations: Fcuador Development Center (CENDES)
has dome o detailed study of the wool situstion in Ecuador, covering
« Futute expanaions and cost of them

Future demand of wool {nside and outside the country.

Nethod Lo improve quality of wool

Method for crosaing and selection of animals

Methed to implement expansions and instruction prograwm

for farmers,

In this report it o clsarly recosmended, that tentile
tadustry, in geweral, needs finer fibers and better quality of wool,
which can only be produced by proper selection techniquee of animals
and proper meintaining, shearing periods, etc. This “technical®
tnoviedge has to arrive at the fermers and wool producers through
coupetent advisors, The result of an integrated, well supervised

prarem could augment Keuador's wool production to 8,000,000 pounds of

uwaneshed wool in 1900 (150%. {merease over 1968 production) by increasing

the quamt ity of animale to 2,300,000 ond the average yleld to abeut
3 pounds /heed yearly,
vor national induetry it could be added, that half

stetal ANCO, sheuld improve service in the way 8 to sell the woel

|
1
|
|
|
|
|



ia a washed state and not unwashed like in the actuality. If carbonizing
has to be carried out, also this hould be done by ANCO.

This would avoid, that every small industry has to wash its wool
like actually in mostly primitive baths and witha very poor washing
effect, As the production of a continuous wool washer with dryer is so
extremely high as well as its price, not even the bigger industries
would be able to utilize such a washer for more than a few hours a day

‘and only a central place like ANCO could wash wool economically and

quality wise, optimally.
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. 5.2,0  MACHINERY AND MACHINE PRODUCTIVITY

5.2,1 _APPRAISAL OF EXISTING MACHINERY

Definition of Terms: Machinery has been divided up

into modern, medium age or modernizable and obsolete machinery

Eindings: The following tables give a clear picture

about age and type of machinery installed in the wool industry:

%RNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 5651200 - CARLY.: WERNERCONS
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wonld net be eptioe in this ceee,

Mt biending in datehes cvery different camponent {8 Dlown ad
spread independently theough an opening Machine and piled inte bine

one on tep of the other, The hiend I8 then brelen dowh vertieelly,

e precedure con be repoated (f necessary.

Sapding

[ipdings: Cards are weed for prejarig the meterial, which ie
oons jdered right,

W‘ Metallic cylinders replacing wooden and wetallic
slothing should be considered as modernization,

Vacuum cleaning is more efficient and faster than manual

stripping.

wdu of worked material

Findings: Many worsted mills still work with the older systom
of gillbones and avant-finiseurs,

Aloe most frequently the material is wound f{mto balls in all the
stages. '

Rocomnendations: MNigh Speed pimdrafters with autoleveller devices
in ene of the passagea decrease the Recessary passages, persomml and
space needed comsideradly. If working onto balls, sutomatic changing
dovices should be inatalled. In general, however, it is recommended to
wse cans of large dismeter througout all the processes, with the enception
of mining.

m 1000 BROADWAY, NEW YORK, N. V. 10000 - THL: (319) 8001000 - CANLE: WERNERCONS



Uadisme: Oy bitthe acifobtor-op'‘mning s found in Bewsdee.
Riag sise sonctines wes found tee big in ring fremes.

w; Selfedtor spinning is cens idored abenlete
ssvedays. Mepleconent with ring spinning frames sheuld be considoved.

Ring sise should be weed aceording to the coumt <rem.

hiatin

Ligdisgs: Weerly all the wnille twist directly frem spimning
babbine.

Inssgperdetiong: In many trials {t hag been found more ecomomic,
apart of the sdventagesus cleering effect In winders, te reaseenble the

peras prier to twisting.

Tue-tothe twisters for replacemert of old ring twisters sheuld
be oot idered.

Lindiegs: Teo many manusl losms still emist im Lcuader,

m: Replace teo old loome by mederan autemstic ones

or convert matual losms te avtomatic omes.

WBRIER 1400 DROARYAY, NEW VORK, 4. V. 10000 - TEL: @000 0531300 - CARLE: WRRRERCONS




(FRENTS ARP WODYRIRATION O WAC 71N RY

Cardn - Nepleee vory old cords with sew onna,
+ Dymip carde with cowmbrelle for clininating vegetabie
astter )
» e sstallic clothing, specially ohen wurbing with
apathetics or blende

= WS cleetrenic contrels te swtivete hngper foeder and

Soreted Preparet ion:

« Replare old system with gillbanes, avent finjshere,
ete, by aedern emericen ayntes with hAigh.apeed
intersectings. For count wp te It wetric gomerally 3
pasaeages ave sufficiont, lFer higher counts wae one

. postegs mere,

tpianing !
= fRaplace self sttors by ring framee
- Gguip ring fremee with apron dreft systen (euiteble
for dreft wntil 20) or high évaft mite instead of
reller Grafting.

Cone Wiading:
* Daplace manuel by avtematic cone vindere.

Yistere:
« Comsider twe-te-ane twisters or tuisting in steges

bolag this the type of tuisting with the highest
. outpuiher apindle and the best quality.

WERNER 1050 JROADWAY, NOW YORK, . V. 10000 - YII.. 90 006 1930 - CABLE: WRINETONG




Sdashere:

. umuamum.m'
@osd, oteeteh),

tosmn ¢
« Muphane o4 corvel lowme by cetemntic wame
+ CERVEPt avwer satunl te setemgtic loeme.
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0.0 PREING o OIS

O ™ wisnisg predwetion of 7 of the 10 canpenies
oinited In e yoar 192 gae the follewing:

Genlen torae (genevally Meaded with ruyen)

St o Wt ie and coureer .00 gs.

¢ M.
" . 112.10 *
YY) . "N *
"N . "M
"W o0 . %00
Sweted Yaren
Quunt {7 avtric snd courewr (.o wowl) 0,000 g,
n (vonl agath,) 4,000 °*
» A (mel) 2,00 *
» L (earylles) . 000 °*
“w (esnifagatr.) 20.000
L e twosl) NN °
w ° (wnel /psiyester) 94,000 °
» (sl ) .20 °
) 200.000
Soaving
Ganlen Blanbets N0 o
Ganden lanilie (conveer onterwear) .00 *
onlen Flapasis o °
Gwveted Tvapicel 0.000 *
Waveted Caninir n.mm °
Uareted Suiéting ®N.M °
Uoreted Nuiting (Reseen) N °
Yoréom we.000 *
W 100,000 @

WORNER 0 onnws v UU0 VEEA & V 100 W @I BN CABLS. ORIMrONe



%.2.9 MUANCE Of PRORUCTION
m: Refer to 3.2.9

[ipdings: Doth 308 of the woolen and 50% of the worsted plants
oan be considered balanced under the actual conditions. Most of the
weslen mills actually not running in balance could achieve a balance

by changing production over to the right articles.

m: Worsted nills with too high preparation capa-

city ohould try to increase their spinning output by aoquiring more
oquipnent.

Jeeing and Finishing: The necessary data to calculate a balance

of productivy was not available.

As for the cotton industry, this is a significant indication

that the companies are working without any planning.

.2.10 w Or UTILIZATION
Pefinition: Refer to 3.2.10

[isdings: The average utilisation of machinery in the different
dapartuents of the wool factories are the following:
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serArTHENT

Opening and cleaming
Carding (woollen)
Carding (worsted)
Combing
Intersecting
Gillboxes
Avant-Finisher
Finigher

Roving

Spinning (woollen)
S8pinning (worsted)
Selfakting

Cone Winding

Doubl ing

Twiating

Hank Winding

Kank to Cone Wiﬁding
Warping

Slashing

Quilling

Weaving (manual)
Weaving (automatic)

TYPE OF UNIT

Nachines
Cards
Cards
Combers
Deliveries
Deliveries
Heads
Heads
Spindles
Spindles
Spindles
Spindles
Spindles
Spindles
sbindles
Machines
Spindles
Inrﬁern
§lashers
Spindles
Looms

Looms

N® OF UNITS

10

23
36
18
123
204
36
2028
10536
2500
413
256

- 2832

10
124
10
3
M0
155

143

S UTILIZATION

]
70
63
65
63
67
70
68
100
77
67
65
3 -
97
80
7
83
50
3
73
60

73

In general it can be observed, that balance of equipment is better

in the wool than in the cotton industry.

the same time as spinning and weaving machinery does,

Preparation sections work mostly
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Dyeing and Finishing: The degree of utilization shown in the

following table has been expresmd for each type of machine,

From this table, we observed the following:

- The average machine utilization is about 50%

- Most of the plants work only 1 regular shift plus extra-time

vhen necessary

- There is a surplus of available capacity.

‘SECTION MACHINE NUMBER OF
MACHINES

YARN DYEING Raw wool dyeing
Top dyeing
Hank dyeing
Cheese dyeing
Hydro extractor
Dryer
Back washer
PREPARATION AND Washing winches
DYEING -PIECE Dyeing winches 1
Jigger
High temperature beam dyeing
Scutcher 1

Dyeing pad

FINISHING Finishing range
Drying stenter
Decating
Pressure decating
Shearing
Napping
Brushing
Pressing (calender)

BOROOOMN DNV NVDOVD®

-
OB N E

DEGREE OF

UTILIZATION
?

40,5
50
77,5
50
52
33
50

52
55
50
100
56,6
33
33
w4, 5
50
66
46,5
52
50
50
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$.2.11 DEGREE OF PRODUCTIVITY

Findings: The following table shows the degree of productivity
in the Wool Industry. As already mentioned under 3.2.11, the degree of
productivity represents a comparison of the actual production of the
different machines and the production those machines should have shown.
The actual production and base for the calculation of the degree of

productivity was given by the individual companies.

An incorrect utilization of machinery naturally also in reflected

in these figures,

DEPARTMENT UNITS UNITS DEGREE OF
- - CONSIDERED  PRODUCTIVITY
-Average-

Woolen Spinning:

Cards Cards 7 61%
Ring Frames Spindles 17u8 63%
Selfaktors Spindles 1700 36%

Worsted Spinning:

Cards Cards 5 58%

Comber Preparation Deliveries 13 30%
Combers Deliveries 17 3u%
Intersectings Deliveries 101 27%
Avant Finisseurs Deliveries a4 26%
Finisseurs/Roving Heads 138 32%
Ring Frames Spindles 5136 39%

‘Woolen/Worsted Weaving:

Looms Looms 183 59%

Observation: The extremely low broductivity in some industries
leads to the conclusion, that production figures delivered to us, have

not been correct.
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$.2,12, MACHINE PRODUCTIVITY

Observation: Machine and also manpower productivity in the
Wool Industry varies extremely from mill to mill., Different machinery,
products, working procedures make this industry extraordinarily complex

and it is impossible to establish an average mill or standard productivity

rates.

It was possible, however, to study the existing conditions
and productivity in each mill individually and to estimate the potential

improvements which can be achieved.

Findings: The average machine productivity can be improved by
72% in spinning and 68% in weaving.

The following tables show the machine productivity rates in the

various mills separately.

Sginnigg:
MILL Average Count Grams/Spindle hour % Increase
Actual Proposed

Woolen
A 8.6 31 es 184
B 13 23,2 47,8 106
c 7.5 152 162 -
D 2.5 88,3 334 278
E 1.5 603 672 11

Worsted
A .5 8,8 18 105
B 36 14,8 26,2 77
c 38 12,5 23,7 90
D 50 11,8 13,2 12
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Huving H

' MILL ‘1000 m weft inserted/loom hour ‘% Increased
Actual Progosed
A "R 10.55 136 '
B 4,64 5.50 19
C 7.72 9.43 21
D 2.69 7.45 177
E §,24 9,75 130

Also here the same observation as under 5.2.11 agplies,

- Recommendations: Improvements in Spinning can be realized

by increasing machine speeds and machine efficiencies, in weaving by
increasing efficiencies. A proper production planning system would
decrease machine downtime considerably and would contribute

to improve productivity.
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Observation: Three companies with a total capacity of
"' 8,220 spindles and 108 looms did not provide the production data required,

Out of this reason these companies were excluded from all the chapters

dedicated to Production and Productivity,
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5,3.0 LABOUR AND LABOUR PRODUCTIVITY

$.3.1 CHARACTERISTICS OF LCUADORIAN LABOUR FORCE

Supply of Labour

‘ !‘indings: See 3,3.1

The number of workers under 18 years of age reported was

25, over 50 years 10 and number of female workers 83,

Degr-eo of Tra ining_

Findings: None of the companies has a personnel depart-
22ncings P

ment using correct selection techniques for hiring new personnel,

Also, none of the mills has training and retraining
department like described under 3.3.1. Personnel is trained by skilled

operators, who, at the same time, perform their own duties.

Recommendations: See 3.3.1

Absentedlsm and Labour Turn Over

Findings: The average absenteeisn was found to be 6,5%
which is higher than the values encountered in the cotton and synthetic

industry, but notabnormally high considering South American averages.

Labour turnover was 4,7% on average, This value is near

to the ones found in the other industries.
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5.9.2 WNAGE RATES

Findings: The minimum wage is equal to the one stated under
3.3.2. The base for payments to the workers has been found to be the

following:

Piece rates to direct personnel: 11% of the industries
Basic wage ¢+ incentives 2y n v "

Basic wage only , 678 ™ » "

Piece rates and incentives are not well defined and work organi-
sation,time studies,and establishment of workloads have not been done

in order to elaborate correct figures.

‘Recommendations: An industrial engineering department should

revise thoroughly all the tariffs established and change incorrect values
' according to work evaluations and workloads, always trying to make labour

unions understand the scientific and fair approach, which is only

favourable to the working personnel.

Findings on Prevailing Wage Rates:

The average hourly earning of the 418 spinning operators found in
the visited companies was 3,7 sucres or 14,8 US cents. This is about
154 lower than the average wage rates of cotton and synthetic fiber consuming

industries.

The average hourly earnings of the 452 operators employed in the

weaving section was found to be 4,4 sucres or 17,6 US cents, which is

about 30% lower than the salaries in cotton and synthetic industries.
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The reason for this difference might be that weaving machinery
" in wool was found much less productive than in cotton and lynthotic
industries, existing many manual looms,and assigments specially in
the case of weavers, are much lower. This way of thinking however,

is not correct as salary levels should depend on job evaluations and

workloads rather than on number of machines attended.

The following table shows a comparison of the wage rates of the
main job classifications in the wool industry of Ecuador compared with

those of Mexico, Brazil, Colombia, Argentina and Chile,

The values of Peru taken out of Werner's study of Peruvian
Textile Industry 1969 and the ones of the other countries out of a wage
structure study, effected by Werner in 1967, whereby it is supposed,
|' that in spite of wage increases in local currency the US dollar value

has maintained its validity.

Recommendations on Wage Rates: The Industrial Engineering Depart-

ment recommended to establish workloads should incorﬁovate correct job

evaluation like described under 3.3.2,

gyciq;ﬁgpd Finishing

Findings: One of the companies surveyed has not provided their

labor complement and for this reason our figures are incomplete,
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SIFJCATI [ k] N® OF OPERATORS  UNITS PER
 OEIOIRED - QFERAYOR™

~AVERAGE -
Waeving Prepagetion and Vesving
[]

Yerper Tender Yarpers ™ 0,7

Slasher Tender Slashers | 1

Quillier Tender Spindles : 7 10

Yeavers, msnual Looms 15% 2,2
Yeavers, sutomatic loome 106 .

Neshanics looms 0 10

Cleanere Jooms 3 e

Besed oa the standard labour complement elaborated in every compa-
ay ond standard South American workloads the average actual workload in
epinning has been found to he 738, in weaving €3V, This means that a large
Jabewr reductien cAn be effected,

CONPARISON OF ACTUAL AXD STANDARD LABOUR COMPLEMENT

SPIMMING-ACTUAL SPIXNING =STANDARD
Mgest  Isdfrect  Totel  Direst  lIndirect  Torsl
| 1 1 e ) 62 306
MRAVJNO-ACTIAL VEAYING-$TANDARD
00 " e ne 0 20?7
MENL-SCTUN TUTAL-STANDARD
e " " o 190 "
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."b ohove ,

Deies a0t £1alohis: The (ellovwing teble sheve, divided
tp sovtiems, o ‘nventery of the asehinery,

10 coch sestion, we have ¢lassified the mashines (a )
gpope (*) oo tellows:

e Nodeorn
- O
o Ghoolote

Pren this teble, we have oheerved:

e The cowventionsl dyeing machinse ate old ond o

Jorge mumber sheelete.

e Moot of the small cempanies have ouly old mashines

ia their dyeing - finishing sestion.

o Only oms compony has up to dete dyeing end (inishing
festilition,

(*) Befer to the vemark made on the setton induetry,
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Out of the Low Number of Indirect Personnel employed it is
clearly visible that again little attention is given to controls,

supervision, maintenance, etc.

F mmendations: Equally as in the cotton and synthethic fiber
consuming istry only industrial engineering methods could improve the
present situation, achieve correct workloads and better productivity

significantly.
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5.3.5 LABOUR PRODUCTIVITY RATLS

As already explained under 5.2.11, condition of the Ecuadorian
Wool factories are so different, that an average mill and comparison

bage cannot be established,

Findings: On average the spinning labour productivity rates can
be increased by 104% (woolen 86%, worsted 162%). The weaving rates by
198% (weighted average). The following tables show the individual

figures obtained,

Spinning:
MILL Kg/op. hour  Kg/op.hour by Kg/op.hour by % total
actual increased ma- increased ma- increase
‘chine produc- chine and
tivity labour produc
tivity
. Woolen
A 4,13 11,72 12,79 210
B 1.62 3.34 - 3,55 119
c 4,32 4,32 %.80 11
D 3.17 12 : 12 278
E 2,70 3 & u8
Worsted
A 1.04 2.14 3.50 237
B 0.51 0.90 0.95 86
c 1.68 3.18 3.85 129
D 1,26 1.4 1.76 40
Weaving:
MILL 1000 m/op.hour 1000 m/op.hour 1000 m/op.hour & increase
actual by increased by increased total
wach.producti- machine ¢+ op.
vity productivity
A 5.32 12,60 23,70 us
] 4,48 5,33 10,60 137
' c 12 14,50 24 100
D 2,35 6,50 9,52 305
E 6,37 14,70 22,10 247

WERNER 1430 BROADYAY, NEW YORK, N, Y. 10018 - TEL: 218) 5631300 . CABLE: WERNERCONS




Recommendation: An improvement of these very low productivity

. ' figures can be achieved by:

-~ Correct machine speeds

-« Correct ring diameter in spinning

- Proper production planning

- Proper manufacturing controls as quality control, preventive
maintenance, machine efficiencies

- Proper supervision

- Correct workloads and work organization

= Training of operators.

5.3.6 LABOUR COST

Definition: The calculation of Labour Cost is based on the

. ~ formula

Average wage rate/hour. Labour Cost/Unit
Average units/hour

Findings: The following are the findings on Labour Cost in
Spinning and Weaving:

Average Count Kgs/op.hour Average wage Labour Cost

average sucres/hour per kg.
Woolen Spinning 5.9 metric 3.60 3,7 1,03 sucres
Worsted Spinning 36.7 " 1.1 3,7 3.06 "

1000 m/op.hour Average wage Labour Cost
average  sucres/hour sucres/1000 m,

Weaving - 6,10 "W 0,72
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Including social charges the Labour Cost would be:

'Avcrage Count Labour Cost
sucres/kg.
Woolen Spinning 5,9 1.87
Worsted Spinning 36,7 5,56

Labour Cost
sucres/1000 m,

Weaving 1.3

The ﬁvoposed improvement of the actual conditions would bring

labour cost to:

b Sucres/kg of average count 5,9 in Woolen Spinning
' 2,12 Sucres/kg. of average count 36,7 in Worsted Spinning

0,44 Sucres/1000 m of weft inserted in weaving.
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5.4,0 QUALITY OF PRODUCTS

Findings: Because of the complete lack of proper testing results
an evaluation of quality of produced goods is difficult. DPure woolen
yarns and clothes are not produced in a high quantity. Specially rayon
is used for blending purposes and the rayon part is varying steadily
according to the supply conditions. Carded mills produce mostly blankets
and ponchos and the quality could be regarded as rather inferior to other
South American producers, what may be parcially due to the low grade of

wool used,

Worsted Plants more and more go over to the nearly exclusive use
of acrylic fibers, which has a great influence on the utilization of the

combing sections,

' Acrylic products are of good quality and compare favourably to
products of other South American countries., For worsted cloth generally
Uruguayan or Argentinian wool is used and yarn and cloth is up to standard

what quality concerns.

Recommendations: A clear picture about and a way how to improve

defficient products can only be achieved by a proper quality control.

CENDES report of last year and our recommendations under "Raw

Material" describe the method how to better the quality of national wool.
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5.5.0 MANUFACTURING CONTROLS

General recommendation - refer to 3.5.0

$.5.1 QUALITY CONTROL

Findings: None of the visited mills has the proper laboratory
testing equipment to do efficient testing and only 44% of the companies
have a testing program, which generally includes count tests in spinning

or occasional strength tests.

LABORATORY EQUIPMENT QUALITY CONTROL

Cm§letc Incomplete Complete Incomplete  Not existing
- 100% - 44y 56%

‘Recommendations: A complete quality control program includes

' apart of the analysis of raw material and count and strength tests in

spinning the following tests: '

Regularity tests in slivers and yarns (worsted)

- Waste controls of cards and combers (worsted)

- Twist tests |

- Breaking tests in roving or finisseurs, spinning, winding,
twisting, warping, slashing and looms

- Moisture content, size pick-up, stretch in slashers

- Tearing, abrasion and pilling tests in woven goods

- Other tests according to the specialization of the company

Dyeing and Finishing: Refer to "The Cotton Industry"®.
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5.5.2 LABOUR COST CONTROL

Pindings: None of the wool industries effect a control of
Labour Cost, section by section and every certain period., Standards
for Labour Cost have not been established. For recommendations refer

to 3.5.2.

5.5.3 MACHINE EFFICIENCIES

Findings: The following table shows the findings on the calcula-

tion and recording of machine efficiencies:

RECORDING OF MACHINE EFFICIENCIES

Complete Incomplete Not exisfing
- 22% 78%

Recommendations: In the wool industry where lots are changed

with great frequency overall machine efficiencies in all sections give
a good picture of the profitability of operations comparing to lot sizes
and of the effectiveness of production planning and organization, Effi-
ciency should be controlled in all sections and compared to standards,
which, naturally, have to be revised more frequently than in the Cotton

Industry.

$.5.4 PREVENTIVE MAINTENANCE

Definition: Ref. to 3.5.4.

'ﬂhdingsz A completely programmed machine maintenance aystem

has not been found in wool industries. 4% of the companies effect a

WERNEK 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (313) 565-1280 - CABLE: WERNERCONS

e
!.--L



rather improvised maintenance and 56%, apart of lubrication and cleaning,

' : do no preventive maintenance at all.

Recommendations: Refer to 3.5.4.

5.5.,5 WASTE CONTROL

Findings: Nearly all the mills rework the'obtained waste in their

woolen mixes.

A systematic control of waste quantity and cost is not effected.

WASTE CONTROL

Cmglete . Incmlete Not exist ing
- 56 44

Recommendations: Refer to 3.5.5.

ﬁRNER 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 565-1280 . CABLE: WERNERCONS l
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5.6.0 COSTING SYSTEM AND COST CONTROL

Findings: 14% of the industries price their products and invent-
ories in their accounting system through standard costs and 86% through
historical costs. No system encountered can be considered complete and
the same observations and recommendations as done under 3.6.0. apply
also here. A general lack of coordination between the Costing and Cost

Accounting department and the technical production side exists in nearly

all the industries and the basic data for costs are established by

accountants without the aid of technicians.

Recommendations: Refer to 3.6.0.
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PREPARATION AND
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setting)
Drying stenter

Finishing remge - pad steater
Decating

Pressure decating
Shearing

*ﬁﬂtl 1430 BROADWAY, NEW YORK, N, Y. 10018 - TBL: (318) 560.1200 - CABLE: WERNERCONS




PRODUCTION PLANNING AND CONTROL

COORDINATION BETWEEN SALES AND PRODUCTION

Definition, Findings and Recommendations: Refer to 3.7.1

PRODUCTION PLANNING

Findings: 25% of the companies produce only against client

orders, 12% against stock and 63% against both,

The production planning itself in 62% of the cases has been
found defficient and in 38% does not exist. In the mills which effect
some production planning production orders are given every 4 weeks in
75% of the cases and every week in 25% of the cases. 10% of the

companies have a yearly production forecast. For recommendations refer

to 3.7.2,

5.7.3 PROCUCTION CONTROLS

Findings: 37% of the mills effect production controls, which
consist or recording of yarn and cloth production, comparing with
production forecast, without a correct analysis of differences
encountered and without comparison with production standards. 3% of
the fabrics only record production or not even this. A detajled

production control throughout all sections is not done anywhere.

PRODUCTION CONTROL

Complete Incomplete Mot oxiltigi

0 s (21 )

*RN(R 1450 BROADWAY, NEW YORK, N. Y. 10018 - TRL: (313) 5851300 - CABLE: WRANENCONS




$.7.4 STOCK LEVELS AND CONTROLS

Findings: Btock of finished products was equivalent to 9 weeks
of sales on averags, stock of in-process material of %,% weeks of sales,

which {s good,

Naterials and parts were found at an average stock level of 2,0
months and chemicals snd dyestyffs 7,8 months of congumption, which is
more on the high side and should be tried to be reducted by a preper

fnventory control system,

T84 of the mills use a kardex to control iavemtories, Mt the
wee of control limits as minimum, maximum, recrder points and the wee

of economic order quantities is mot knowm,

$.7.5 PURCHASING

Findings: Omly 17V of the wool ladustries have o purchasing ee-
nager and 75\ purchase on the basis of competitive bide. The quamtity
ordered for imported products gemerslly in equivalent te 17 wenthe of

ocomaumption, without comsideratiom of lead tine, and inpertence of the

product purchased.

250 of the mills maintain statistics on previews purvheses, prices,
dslivery, terms, otc,

PURCHASING DEPARTNENT SHFPSIITI NI smme
Yoo ] . ] ] m ®
1N [ N "M m ™

Tor recomnendations en this chapter refer to 3.7.1.-0,
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e sane cboervations as wnder 3.0.0 apply te the Wcol Imdustry

only ia 208 of the nills a fairly adequate firet-line supervision was
found .,
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. 6.0.0 THE KNITTING INDUSTRY

Findings: The Knitting industry in Ecuador consists of a large
. number of small (home) industries and few companies which have not yet !

arrived at a size which could be called a medium size plant,

In general all planning, controls, supervision and costing is
done by one and the same person, who frequently serves even as designer

and mechanic,

It would not be very realistic to dedicate in this report very
much on analyzing production methods, controls, etc., but rather give

a general picture and recommendations for future expansions.

14 knitting mills have been visited, which represent a
' comprehensive cross section of this industry with regard to size,
structure and products. Total machinery analyzed were 292 knitting machi-
nes of most different kinds. It is estimated that this represents 50-70%
of the number of machines installed, whereby warp knitting machines
installed are calculated to be about 60-70 and weft knitting including
rectilinear equipmlnt 300-500. No exact figures about this matter

could be obtained, due to the many and very small shops.

ﬁRNiR 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (218) 565-1880 - CABLE: WERNERCONS
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6.0.1 DISTRIBUTION BY TYPE OF PLANTS

One plant visited was found to have its own spinning, 3 with

" its own texturizing and all with some more or less adequate type of

cloth or garment finishing equipment.

-------- - AT

.}
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6.1.0 RAW MATERIAL

Knitting machines, with few exceptions, are extremely versatile

as to fiber type © be processed.

The choice of fibers used in knitted goods for domestic consumption
is rather 4mmaterial. It tends to adjust itself under normal conditions
- of demand and ay;ﬁply. When exports are to be considered, the selection
is much more discriminate, since conditions may well be entirely different

in the countries, where the goods are destinated.

'Piudiml ¢ The raw material used in Ecuador was found to be

- Cotton

- Rayon

- Acrylics
- Nylon

- Polyester (Texturized)
Consunption of visited mills in 1969:

Cotton yarns 251.500 kgs.

) Rayon yarns (viscose) 30.000 "
Acrylic yarns 157.800
Polyamids filament 181,000 "
Polyamids filament texturized 153,900 "
Polyester filament texturized 9.700 "

TOTAL 783.900 kgs.

Cotton and Rayon has been used princiﬁally for undervear and
scrylics for outerwear, straight polyamides for trikot (womens underwear),

texturized polyamides for socks and stockings and polyester for various

purposes.

WhAasirn  ceeamnAImIraAY NFW VARE NV IMIA . TR (212) 851280 - CABLE:; WERNERCONS
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' Rayon and Acrylic yarns are bought from local producers, Pblya-

mide and Polyester filament is bought from outside, but is texturized

in the country. ,
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. 6.2,0 MACHINERY AND MACHINE PRODUCTIVITY

6.2,1 APPRAISAL OF EXISTING MACHINERY

Definition of machine types: The basic individual categories

of machinery thaﬁ exist in knitting are:

Trikot
Raschel Warp knitting

Simplex

Single Jersey
Double Jersey
Sweaters (circular)
Full-Fashion
Weft knitting
' Rectilinear (sweaters)

Seamless Hosiery

Half hose

Sliver pile p

Each of these categories can be again subdivided into more specific -

clsdfications.

The first 3 categories are grouped together and are called warp
lmitt{ng machines, meanwhile all the other categories belong to weft
knitting machines, Trikot, raschel, simplex, single, double jersey and
sliver pile machinery produce yard good fabrics; sweaters (circular),
full-fashion, rectilinear, seamless hosiery and half hose machinery

i;roduce garments,

. stnblex and sliver pile machinery has not been found in Ecuador.

Findings: The following table shows an appreciation of the

machinery encountered in the mills visited.

l wkhr NFR 1480 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 505.1280 - CABLE: WERNERCONS




V0.0 JEREE Of MYOMTIO
fiaitisn: T fellowing pointe ere worth to be comsidered ae

antenated:

a) OCentinuwcus washing and dryimg

d) Intersectings with Autoleveller devices
e) AMutematic transport systems

4) Autematic doffing at ring frames

o) Avtematic winding and copfeeding

f) Up-twiasting

g) AMstomatic Speed Controls at Slashing
) Shuttleless weaving

m: Points a, ¢, d, ¢, g, and h could not been found yst

{a Beowadorian wool industries.

d) Around 20% of the intersectings were equipped with autoleve-
ller devices.
£) Around 2% of the twister spindles were up-twisters (2 x 1

tuister).

mm Finishing: The following table shows, the degree of

sutomation for various machines.

\{/FRNFR 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (212) 865.1280 - CADLE: WERNERCONS
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Comment

Warp Knittin

Most machinery is of very recent age and only 4 machines found
must be considered as economically unsuited, although mechanical conditions

are adequate.

Weft Knitt ig&

All machines except those of one mill visited, are in good
condition and generally of recent age. More productive machines are now
existing having 36 or even 48 knitting feeds per unit instead of the 24
on most of the installed machines. Nevertheless, the less productive

24 feeds have certain advantages and will be in use for many years yet,

Also garment machinery encountered was in good condition and

relatively new.

As a whole the knitting machine situation in Ecuador is satis-

factory from a strictly qualitative view point

Dyeing and Pinishing_

Findings: The next table shows, divided by action, an inventory

of the machinery.

In each section, we have classified the machines in 3 groups as
follows: .

= Modern
- 01d
- Obsolete

. From this table, we observed
- Practically no obsolete machines

- Most of the machines are new and thus modern

- In most of the cases, the equipment is very suitable for pro-
cessing knitted goods.
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6.2.2 DEGREE OF AUTOMATION

Dyeing and Finishing:

automation for various machines.

SECTION

Dyeing - Piece

Dyeing - Yarn

Finishing - Piece

236

The following table shows, the degree of '

MACHINE DEGREE OF AUTOMATION
Good Medium Poor
] ]
Winches Uy 56
High Temperatura Beam
Dyeing 100
H. T Dyeing winche 100

Hydro extractor

Cheese Dyeing 100
Yarn Dryer

Laminating 100
Calender 100
Napping 100
Heat Setting Stenter 50

‘#‘ﬂ\l!’ﬂ CIPA MIMA LTI I SIVHEP VTS AT TP CAAIA MIWT 'ATAY FAS YTAAA

100

100

50
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6.2.3 ATMOSPHERIC CONTROLS

Findings: Of the visited mills none had atmospheric controls

or even moisture adding equipment installed,

Recommendations: Latter equipment is strictly recommended as

it acts as an artificial lubrication. Yarn should be moisturized

~previous to knitting for 24 to 48 hours.

6.2.4 LAYOUT OF MACHINERY, PRODUCTION FLOW

Findings: Probably the worst condition in many mills is the

factory layout, consequently resulting in bad productiomn flow,.

It is clearly visible that whenever a plece of equipment has
been added for increase of production, it has been placed wherever
space was available without consideration of production flow, working
conditions or labor utilization., The result are transportaz-ion pro-
blems, and poor handling of goods. Also storages have been found

inadequate in most of the mills,

While in few cases improvements can be made without high
expenditures, in others much more radical measures are necessary, such
aa relocation to larger quarters and new buildings. This would also
improve the working conditions, which are frequently found far belov

atandard, specially in the area of safety.

In 228 of the mills layout was adequate, in 56% defficiemt and
in 22% bad.
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Industrial growth in smaller countries tends te be greater thet
in areas, where industrialisation hae alteady reeched o Nigh level,
Therefae, planning for the future Lecomes &R entremely impertant facter,
1f o development plan of $ years is uveually the correct procedere, |t
ahould go in the present cese far beyond thia tera. Ten or sven 1% years

would be recommended as appropiate.

Puture planning mwet be conducted oh an overell (tetal induetry)
and individual level. The "and to "wuth® prectice of 1o ; ng ard
installing machinery, as presently not lclable, Das te Do changed towerde

on anticipated future empsnsion.

It 48 very well posaidle in the nitting industry te lapout o
. mester plan for double or evea triple the sise of a nil)l in sueh o way
as to be able to expand periocdically withewt disturting manufecturing

ond still maintain the best possible layout and produc! fon flow.

What selection of equipment concerms ,internal and entornal martet
stedics should be the mest important dase. Smaller aille say select
their mechinery by its versatility mesmvhile larger onterprioee con offerd
te be more selective and may inetall mere specialised oquipment {f it
oon be used to capacity. As price differences in mitting machinery ore

quite sutstancial this latter point is cons idered to be entremsly

jagpertant .
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aiie et Dinishing e secessary duta to calenlote ¢ Daloance
of produntios vae Wt avealleble,

o.0.0 [SEML of WINGATISS

m e wtilisetion ¢f snehinesy we found te be the
foliswing

Warp Baitting - Widet (=
. fmsehel N
Goft Raltting - Jeovewy ™

Pell fashion N

Mmetilincer N

Seanlene 10

Badf Boee "
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Byeing - Plese Winches

Righ Temperature loan
Byeing

Righ Temperature Dyeing
Winche

W Extractor
Syeing - VYarn Chesse Dyeing
Yera Dryer

Piajshing - Plece Laninating
Calonder
. Rapping
Weat Setting Stenter

.o

- e o

UTILIZATION

|}
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6.2.9, DEGREE OF PRODUCTIVITY AND PRODUCTIVITY RATES

Definition of terms: The standarization of production as a means

to compare with actual production and calculate the degree of productivity
ond the establishment of general ruling productivity rates is not that
easily done with knitting equipment as it is with plain looms. It is
possible to set a standard production rate for a certain cloth in a
certain type of machine , but the same standard is not valid for another
cloth or for the lam; cloth in another machine, A common base like in
plain looms is difficult to develop due to the so many varying factors

in knitting. Production controls in knitting will have to go more into
details, establish groups of equal machinery and convert actual production
fnto machine hours for every group in order to have a base for compavi:on‘

with standard production.

For the purpose of this report it would have been necessary to
receive clear information about every cloth produced (construction details)
ond even about the individual machine or machine group having produced the
cloth., These data were not found possible to obtain, which is understandable
considering the large number of different cloth types produced and the lack

of written down controls.

rindig‘l: It has been tried to make a rough estimation, what every
will should produce, considering the machinery and the articles produced.
Mesults of this estimation compared with the yearly production given by
each eonblny show a degree of productivity in warp knitting between
¥0-50% on the average and in weft knitting 60-70%,

As an information,machine efficiencies in USA and Europa use to
reach 90\,
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. 6.3.0 LABOUR AND LABOUR PRODUCTIVITY

6.3.1 CHARACTERISTICS OF ECUADORIAN LABOUR FORCE

Supply of Labour

Pindings: Like in all other textile branches, unskilled labour
_oxista at any volume, but skilled labour is very scarce, particularly

in knitting, as this is just a starting industry.

Absenteeism and Turnover

Findings: It was impossible to obtain figures about absenteeism

and labour turnover. No statistics are kept on that matter,

A training and Retraining program has not been found in any of
' the industries. New operators are trained on the job by other already

skilled personnel.

6.3.2 WAGE RATES

Findings: The average wage rate in the knitting mills was 4.18
"sucres/hour, which corresponds to 16,7 US Cents. In general there is
little distinction made between the different job classifications.
Machine operators earn around 5 sucres an hour (20 US Cents) and indirect

helpers around minimum wage 2,5 - 3 sucres/hour (10 - 12 US Cents).

WRRNER 110 PROADWAY, NEW YORK,N. V. 10018 - TEL: (212) 565-1200 - CABLE: WERNERCONS



PREPAMATION AND
PIECE DYEING

faw weol dyeing
Yop dyeing

Nank dyeing
ryer

Vashing winches

Dyeing winches
Jiggers
Seuttcher

Finishing range
rying stenter
Decating
Shearing
Napping

Pressing calender

We obeerved the following:

= The degree of automation is medium to poor

SBONEX OF AUTORATION
¢ Medim  eer
) ) )
190
100
” ”
" %
) »
¢ n L4 J
100
10 10 0
100
10 80 50
2% 2% 50
.0 60
0 60 20
50 20 %

= Only modern machines have a reasonable degree of automation

= There {3 a lack of instruments of control.,

WERNER 145 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (813) 5851380 - CADLE: WERNERCONS



Dyeing and Finishing

Total Direct - Indirect Workers

D.F Knitting Industry s 37

Average Wage Paid (*) : S/. per hour 3.82
Minimum Wage Paid : S/. per hour 3,25

Maximum Wage Paid t S8/. per hour 5,00

(*) Excluding social welfare and fringe benefits.

6,3.3 SOCIAL CHARGES AND FRINGE BENEFITS

See cotton industry.

6.3.4 WORK LOADS AND WORK ASSIGNMENTS

Findings: Work assignments are done according to the judgement

of the technician and manager.

As mills are so small, also an industrial engineering department

would have little succes in trying to obtain normal workloads.

Until the size of the mills increases substantially, idle worktime
will not be avoided. The following chapter shows a normal work distribu-
tion in a bigger plant like found in some South American countries,

specially Argentina and in USA and Europe.
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6.3.5 LABOUR PRODUCTIVITY RATES AND COMPARISON WITH INTERNATIONAL

STANDARDS

In order to provide the Ecuadorian Knitting industry with factual
information concerning mills in other countries, we have established two
exhibits (A and B) showing labor components in details and approximate

production capacity.

EXHIBIT A is a large diameter circular‘knitting plant, producing with 100
machines 358 kg. approximately per hour, and having a labor
complement of 139, Thus, one machine produces 3,58 kg. per hour (average)

and one worker -including management and supervision- 2,5 kg/hour.

EXHIBIT B is a warp knitting plant, composed of 25 RASCHEL and 25 TRICOT
machines. (Here, the comparison is made with European rather
than U.S. mills, since European manufacturers usually install narrower
machinery than U,.S, mills, 84" vs, 168"), These 50 machines are capable.
to produce about 331 kg. per hour or 6.62 kg. per machine, having a labor

complement of 68, Thus one worker produces u.b kg. per hour,

Both theoretical mills produce knitted fabrics for sale, A weft,
and B warp. It should be noted, that the given production figures are
strictly averages, subject to up or down fluctuations, depending on gauges,
input yarns and fabric structures. In the case of RASCHEL machines, these

fluctuations may attain substantial proportions.

The above labor complements concern knitting only. Dyeing and

finishing of yarns and / or fabrics are dealt with separately in this

report,

ﬂkﬂtk 1450 BROADWAY, NEW YORK, N. Y. 10018 - TEL: (213) 563-1280 - CABLE: WERNERCONS




EXHIBIT "A"

LARCE DIAMETER CIRCULAR KNITTING

LABOR COMPLEMENTS: (100 machines)

ist. SH ‘2nd. SH 3rd. SH
Knitters 25 25 25
Knitters Helpers ' 5 5 5
Mechanics : 4 4y y
Head Mechanic 1 - -
Yarn Handlers ‘2. 2 2

Repair Shop & Maintenance 4 - -
Formen 2 2 2
Engineer 1 - -
Manager 1 - -
Manager Assistant i - -
Inspectors 6 6 -
Designer & Pattern Makers 2 - -
Floor Help | 1 1 1
55 45 ] ]

TOTAL 139
o=

AVERAGE PRODUCTION PER HOUR (CAPACITY): 17 x 36 x 60 x 325 x 100 10%
30 x 1.000

-y

ﬁlﬂ{l 1450 BROADWAY, NEW YORK, N. ¥, 10018 - THL: (318) 1431000 . CABLE: WERNERCONS



. EXHIBIT "B"
WARP KNITTING (25 Raschel) 100"
(25 Tricot ) 8"
LABOR COMPLEMENTS (50 Machines) !
1st, SHIFT 2nd. SHIFT  3rd. SHIFT
Knitters 5 5 )
Patrolers (Helpers) ' 3 3 3
Beamers : 2 ‘2 2
Threaders 3 3 -
Warpers L 2 -
Mechanics 2 2 2
Head Mechanic 1 - -
. | Yarn Handling (Warp) 1 1 -
Rnf;air Shop ¢ Maintenance 2 - | -
Formen i 1 1
| Engineer 1 - -
Manager 1 - -
Manager Aas'istanf 1 . - -
Inspectors ) 3 -
Floor Help 1 1 : 1
i1 23 14

TOTAL: 68
-

AVERAGE PRODUCTION PER HOURS (CAPACITY)
Raschel 300 x 60 x 200 x 2,50 x 25 - 108

. Tricot 900 x 60 x 0,50 x 2,10 x 25 - 108

-w.
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' 6.4,0 QUALITY OF PRODUCTS

Findings: The overall quality of knitting in Ecuador 1is good.
Yet, quality of knitting does not necessarily mean quality of knitted
products, Knitting itself can be good even with inferior yarns or
defective finishing procedures. It was observed in several cases, that
unevenly dyed yarns have been knitted into relatively high priced double
jersey fabrics and that nylon fabrics have been heat-set at temperatures
far below normal standards, thus totally uneffective. The reason for

these discrepancies is mostly a total lack of appropiate testing.
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6.5.0 MANUFACTURING CONTROLS

6.5.1 QUALITY CONTROL

Findings: As already described in the foregoing chapters, quality

control does not exist in the knitting industry in Ecuador.

Recommendations: The following recommendations are given:

A very important control q}eciany on spun or dyed yarns is the
control of incomiﬁg material. Spun yarns should be tested for their
break strength, appearance, and moisture contents, dyed yarns for their

dye fastness and dye eveness.

This testing is a rather inexpensive way to protect the company
against the necessity of price reductions in the finished goods, because

of deffective raw material.

In process controls include the tests of performance of different
materials and yarns from different sources. A continous statistic on

this matter should be kept.

Fabric testing consists of:

- Anti pilling tests

- Wearability tests

= Dimensional recovery tests

- Washability tests (dry cleaning)
- Shrinkage tests

= Colour fastness tests
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Once increasing the installed capacity and competing against
foreign companies quality control becomes a basic condition for business

success,

6.5.2 LABOUR COST CONTROL

Findings: This control does not yet exist in knitting industries.

6.5.3 MACHINE EFFICIENCIES

Findings: Only two of the visited mills record machine efficien-

cles,

6.5.4 PREVENTIVE MAINTENANCE

Findings: The preventive maintenance done in general consists of
lubrication and some unplanned revision of machinery state and

adjustments. Programs are not available.

6.5.5 WASTE CONTROL

Findings: Very little waste is to be expected in knitting,
Calculation of waste percentages is not done in the visited knitting

plants.

6.6.0 COST CONTROL

Findings: Out of the little information obtained on this matter,
the conclusions are the same as already described in the chapter about

cotton industry,
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6.7.0 PRODUCTION PLANNING AND CONTROL

Findings: Production planning and control, in nearly all of the
visited plants, is combined and in the hands of one single person. New
articles are designed or copied from samples received from outside the
country and informations of sales men decide about the quantity to produce.
As knitted goods have a very good market,there is no difficulty in general
to sell production and many small mills produce against orders. The stock
of finished products is very small and stock in process to be considered

normal.

Production controls are not encountered in almost all the mills

visited,

Purchasing is done by the manager himself. In spite of existing,
in some mills a kardex to control inventory of spare parts, dyestuffs,
etc. no control limits are used and purchasing in economic lots is not °

known.
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. 6.80,0 SUPERVISION

Findings: In most of these small mills the owner or manager is
*. the only supervisor. The technical knowledge about the machine capacity
and pouibilitilu of production of different articles was frequently
found limitod.. Only 3 mills were found with th.c proper technical staff
to supervise and control machine performance. The need for proper
supervision will arrive with the expected future expansion and first-line

supervision will have to be imported, at the beginning.

2

’

1




6.9.0 CENERAL OBSERVATIONS

Buring the enecution of this essigment it hes become cleerly
apparent, that a great effort will be necesseary to impreve a situwetien
which in general, is not wp to international standerds, This Aces not
msan, that overall quality of production is elway:r inferior te that of
products manufactured in other countries although it [a in seme
instances| but it {s rather the methods of manufacturing, which are
dofficient and need drastic changes, It {s naturally impomsille te apply
scientific manufacturing methods in so small industries as found in
Ecvador, but a kind of simple organisation and control should be
isplanted. This mainly refers to organization and standarimation of
running conditions, implantatiom of production contrels, quality cemtrol
preventive maintenance and the improvement of the sometimes archaic
layout and production flow, Plasning should be dome for future develop-
®ent which will occur {n Lcuador as faat as {t does {n the knitting

induatries of other countries,

Nil) Sime: It may appear from this report, that smaller mille
have no place in this industry. This would be erronecus. fmall enter-
prises have their place in any sconomical set-up, be it (n a Jarger or
8 small country. This specially refers to weft kaitting induatries,
working on wool or acrylic yarms. It is only & adviseadle, that f{rves-
pective of the sise of the nill there enist & ninimm level of contrels

of the memufacturing operations and cests.
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Lindings: " atusepharic contrels hove been found in the
visited mills.

%20 LATOVT OF menimEM

[ipdings: layouts of machinery ere ot all optismum in the weo!
fadwetries in Cowsder. Very old and wneuited buil?ings were fownd in
SN of the cases.

The following table shows the resuits of the appraisals done
during the visita:

SPIMNTNG WEAVING
Sood  lely  loor feir  lgper
62 1] 28 L 1) b 22

Reconmendations: Before installing new machinery management
should consider the general possibilities of future expansions regarding
enfsting buildings and space available and of changing to another
location if necessary.

Byeing and Finishing: Excepting one company with a good layout,
all the others have a poor to very poor one.

As most of the companies have a little output, the production
flow {s not very important and no observation could be made,
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100 lalwestion

Noundasr 18 ¢ Seuth Americea csuatry losated ea the Weet esast
etween Porv and Colembia, 1ts tereitery cevers Wé,H1V aq,
mdles (257,543 aq.hme) and fte actual populatien (JYV) is
6,177,127 tnhabitants aceerding 0 the latest eatination of the
Siressidn Nectonal du la Salud (Uuwayequil). |

e eountry may be divided in thees main scnest Csaaial (Tre=
plenl Osotdentel), iowntaina (Andina) and Orient (Tropical
Ordéontal), catonded in that order frum Vest 0 Lsst in & Jeagi~
tudinal poeition frem North to Ssuth, 1ts climets is midd and
rather wniforn ia teapereturs 1a the iouatadas, and trepiesl
8 She other %o rease. la additton to thesc arcas, the Omlen
lelande, ia e Pusifie Ossen, belon, alae 0 (cuader,

e %us wain and weJOr aities are the (apital Gity, \wite
W, 00 Labald tants, 138), located In the keu .taina, and the
largeet part, Umyeqguid (640,0V), sa the Usestal sens.

Fupuiation figures ase given in Tabis X1  The sveruge pesrly
grouth caveeds Jb: Ve el Glotrition asuld b neen o
Tble ¥° 2 for the %otal end comnamicelly astive papulation,
T Jest (o oquivalent 0 )2 an the tatal pepulation figwe
of 4,780,000 (ISR), with e largest econsentrations S e
provénses of Guayes, Pichiavhe and ‘anshi. The differ.ase
tusen the Wwtel and cosnsnieally astive ppuletieons 40

n
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v.0.0,

enplained by the large quantity of indians, which attend %
heir own subsistence and do net participate astively in the
oooatuic activities of the country, a8 aleo happons in ether
latia American countries,

e grees mationsl predust in 1567 reached & value of 1,120
adlilon dollare (5/V,102 willions, semoria del Banco Central,
1y58), with the main esntributiens previded by Ayricultural
Produsts (5/5,676 and Manufacturang Industries (&/ 3,437)
Fosd and drisha, teatiles and oi) are three of the uajor
sndustiries.

Samametie Crelgiien

Buriag the perded 134 = 1957 (154 @ JOU), the gross matienal
predust indea reee to 114,35, oquivalent te & yearly _rewth
eloee 0 5. por year. But sceorving te the latest publicatiens
of he Aliansa Pare ol Pregrees and the Or anizasién de los
Estadne Anoriconss, in %o firet half of 1UA) Usuador has been
plased 4a the Jast pesition ameng the latia Amertoan oountries,
Woh & GIF Growth of enly 0,3:, oquivalent % an econsmie
otagnation,

hh*.mumﬂmmh.‘ut“m
ogplied by e cssnsnie ferees saform 400 whieh is rother
Momt ol lvhum-.mm-mhm

n
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scourate. Industrial Production Indexes for the Textile
Industry and sevcral ethers for comparison are given in

Table N®* 3 "Plain Fabrica” showsa oceatraction of 1l during
the pﬁo‘. while "Yarn and Threads® indicates & perwaneat and
wsual growth of 1215, equivalent $® approximately 22,50 per
yoar. A relatnd indexs, “Shoes and Clothing”, rese from 100 to
1N during the period 1uSk=1u538, averaging almest 15 per year,

Teking inte account that fabric iwport figures show a decrease
frea 2.4 1.4 thousand tons (Teble N® 5 ) dwring the peried,
it haa t® be cencluded that "Shoes and Clothing" rosc maimly by
opplies fres "Plain Fabrics® (kaitted products arc not taken
tnte acosumt becsuse ﬁ‘ymeepoﬂdutlmWn-
ssat). The lask of cerrelation butween both indexes indicates
the inscowresy of the basis on whioh the indexes hrve been
slabarated. |

Asssrding to Teble N° S , inport volumes of rav materials
(6,300 tons) and yarne and threads (1,300/1,500 tons) atayed
alusat constent during the peried, while eaports have boes
tasignificant (Table N°6 ). OCensoquently, the wmwewsl rate of
grovth of "Varn and thresde” ia Teble ¥°) could be eaplained
ealy by puwrehssse of asrylie yorn and serylic hnitted predusts
ands by foreign buyers, whe absord a velums squivelent o &
of both totel preductiens. Tis astien o estimuiated by the
prioe diferential of the serylie fiber between Scuader and

100 nsdghhoring countvries.

"nn
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Table N* i shows the ewolution of salaries, wages and prices

(for products consumed by low and mediua incoms familics),

It could be appreciated that "Clothing" denotes the lowest

price increase, circumstance which has helped to maintain the
domand for textile productas. "Industrial salaries" shows a
deterioration in purchasing power, aspccially in 1565/67, but

in 1958 it becams alwost recuperated. “Industrial wages",
instesd, follows very closely the Generel Price Index, and is
even higher im 1958, In general, it oould be said that up to
1965 (last available figures) vages and salarics have waintained

their purchasing powers.

The temdency te level off sale prices has been imposed on textil
® CoYPaAles, swong othor reasons, by tho continuously increasing
local mariet competition, Severail conpanies startod operations
during the period 1954/1958 and othors expanded their production
oaphoity) this tenduncy continued in LS9/ W,y with seme equipuent
odditions or modifications te ismprove quality and equipment
esdernimation and balancing, As rcault, the local market ja
botter swpplicd tn quantity and quality) legal imperts have heon
Toduoed from 2,400 0 1,400 tens (Table N® S), and now-official
laperts (apecially thess from Peru) followsd the same trend,
Dospite the fact that increasss ia salaries, wapes amd othor
oRponscs 4n the textile induatry have net been tetally tranalated
% anle prices, (it §o cotinated that the induatry®s prefit did
Wt suffor dus %0 Jower eseta Posulting from higher preduction
ond ssles volumes cbtained masnly by lupart swstitutions and fereign
. tuyere! purchasve.
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7.5.0. m Lovadorian Textile (‘mg;aniel

The Louadorian Textile industry is composed by companies aeting
in all commodity groups (cotton, wool awd synthetics), and
produces plain fabrics and knitted geeds.

Plaia fabric companics are usually completcly integrated in the
vertiorl direction, with spinning, weaving, dyeing and finishing
oquipment of their own, even if in many cuses, due to the rathes
lew .production volume, it bocones evident that this vertical
iategration could be unssenonical,

There are enly three reperted spimaing mills, ene producing
sewing thread and the other two industrial yamm, All are claseified
within the ocotton cormodity group. '

Deapite thoir main classification tn comeddty greups, all companics
Wes mere than one type of rew material (with the only ameeption
of emi) knitting companics),

o sime of the Lowderian tentilo cospanies, noasured accerding

0 iatermational standards, varies from amsll %o medium, Vith

e enly caveptian of ene, 811 thc others are of the “famtly type",
Welr orpanination is vory simple: the penerel wanager ie wewnlly

e omer and ecovere stunl tancsusly soveral hey poeitions An the
pony in areas swh a8 purehasing, predustion, sales, aduinistretien
and fimanving. In gemsral, it 4o Mysastble % conventrate all

"
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. thees activities in only ons perasn and atill pertui wi th
officiency and cempetency in suwch a verdety of duties, But ine
dividuality by part of the owmers and the incapability e pay '
preper salaries te specialists in eaeh areas have helped to
asintain this type of structure. Neverthelcss, evea if in wany
lines market competition is very asute, in ensral textile
csnpanies do not have serious problene in nolling their produse
tiens, sitwation which is a very favewnble foster to aiwmplify
oanpanies’ nanagement.

With enly fou enseptions, conpaniee’ orpanimtion, aduinistration
and esntrel are very clemsntary, but adequate % their atse.
Planning and progremming are aluset men exittent and enly minse
resseds are hapte 1t is difficult (i aet juposaible) @

. Grteruins through thess reverds what the pest sctivitiee of the
osnpanies have dwen, production velurcs per article, ole. iy
this resasn, preduction and sales date ghteined frem taatile

conpanies has boon rethor gemsrel awd agpousimate.

Same campanies are avt aufficlently aupplied w th water and
olastvieity. T Govermmat Moo wnderetusd W prebien ond hoe
lounshed & prugrean o teprave the Lnfrastowmtuwrel apviece offured
® %o iadustry, dut redical solutiens say mgure atdll same
Shmo.

M
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7.5.1. The Qttog Compdity Grewp

Te eotten commmdity growp is by far the wost impertant within
the Cowaderian Tentile industry, It tmcludes the twe largest
ompanties in produciion volumes directly useable by mmn
(ensduding industrial yarw).

Modustion 18 diveraified in pure cotton fabrics (Might and heavy),
ond 40 blends vith artifseial and synthetic fiberss Final
predusts cover prestically ail types of the population's fabric
wmede such as grey clothe, dyed snd stampcd fabrics (with ee

. without other finishing precesses, threads, blankets and
paliolonca. Nevertheless, high .sshien = sheet lived products
are sarwally inperted dus 9 their very limdted demand,

3¢ 40 cotimated that the Eowsderion cotten industry could be
plessd ot the sams averaze level 08 the other masher ¢ ouatries
of Whn Andeon Vaghet en avhjects swoh 80 quality and equipment
wbesrnisation and balonsing: Vith come were cenplomontary atepa
(covesal are sggeeted and desoribed in the chapter covering the
Mndoan barhet) it will be factible fur the Lowsdsrian cotten
tadustry % ispreve its gansrel situation and %o appreach the
oondi tions cnisttag ia Che aset advansed countries in the area,

"
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Production costs are amalyzed in the technical part of this

study. LCven if in the past some oost components compared unfavourably
against their equals in other oountries, government protcction '
has limited imports (as it is usually found in latin American

countries) and promoted the use oi domestic products.

The basic raw material in this commodity group is the oott;oxx fiber,
Eousder produces two main types of cotton, Criollo and Cocker.

both of mediws fiber lenght and quality, in a volume that practically
covers the country's needs, Cotton inports are alnost not allowed
until the local production is consuscd; even if this policy is

very understandable, in the future it will be necessary %o conteu=
plate exceptions to this rule as required by an increasing denand

for better quality products. Visoecs is used as an alternative

%o high quality cotten and recently the polynosic fiber has been
sntroduced in Ecuador for the same purposes.

The rew material consumption of the cottem industry from 1935 te
1059 is given im Table N® 7. Cotten figures show & cemtinuous
growth, while artificial fibers fellow the same trend wp to 1058
ond doclined in 155, Synthetic fiber consumption is ef sscondary
tnportance if coupared with the ethers; ia 1U6Y it shews & sharp
tacreass dus te the isiciatien of sorylic yarn productiea by the
sscend largest cutten coupany and & much higher veluws of synthetic/
eottun blond fakrice.

Ootton industery produstion 16 given in Table N° 12 o It had been

"
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divided in light and heavy cotton fabrics, and cotton blends

with artificial and synthetic fibers, Im the table, lengths

have been converted to aquare meters for &8 better idea of propor= '
tions dus to the various widths in which fabrics are produced.

From Table N® 12 the following indexes may be computed:

Cotton Industu

&ur-year Evolution Indexes

(Basis: 1955 = 1W)

’1969 Indexe s

Average
' Production Value Uni ¢ Price
Light Fubrics in 155 90.7
Heavy Fabrics 129 150 116,2
Cetton/Rayon Blends 280 . 416 149.0
Tetal Group 161 185 114.5

1t is interesting to compare these indexes with thoss in Tables
N® 3and k . It oould be seen that only the total average

wadt price indemes (105 and 107.4) ocoincide satisfactorily;
preduction indexes, instead (161 vs.3y) are completely differeat
ond indicating eppesing evolutions. It is estinated that figures
da the above table are the beat approach available to the
evelution of the cotton industiyj they show a good preduction
grouth and an almeat atatienary average unit price situation,

/1/
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m; Enpencive products 1ike wenl porne or cloth shewld
be protected againet drnage { tramaport even sere then cheaper products
1100 cutton. The materiul hendling and the storeges encountered in the
visited nills were mot ot all approglate to comply with their requisits,
Moccumendat ion for improvements can be found wnder the Cottom Industry
$.0.5,

WATERIAL MADLING

$.2.6 EVALUATION OF TECHNICAL PROCLSSES

Weol Sorting or Classifying:

Findings: NMills which buy their wool directly from producers or
distributors, have to clas:ify the wool at their mill, which frequently

§s mot done in an organized way.

Recommendations: Since sorting has to be carried out by operators

with mo mechanic assistance in the actual sorting, it ia essential that
saterial handling is carefully laid out to facilitate output, which
includes suitable sorting tables as well as making provision for material

handling of the sorted fibers from the board into suitable baskets,

If wool fleeces have been stored in cold atmosphere, the grease

will have solidified and sorting will be very difficult.

Fleeces should therefore be brought to about 70° F for sorting,
Lighting, if artificial, should be shadow free, Where wool fleeces are
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It has been pointed out that preduction has not only increased,

it also has changed the product mix by the addition of higher
quality, normally wmore expensive items such as fabrics made out
of blends with artificial and synthetic fibers (whose ratos of
growth have been higher by far than those of pure cotton fabrics),
This fact makes more remarkable the price levelling meted during
the period, which could be explained only by a better coat
structure obtained through improvements in production volune,
quality and efficiency.

During the period 1954=35, cotton spinning mills have remained
at a stationary production level, There have been some chances
in the proportions of the fibers consumcd (see Table N*7 ), but
the general evolution of this sector contrasts very unutinfactoﬂly_
when ocompared with the evolution of plain fabric nanufacture, |

Table N°® 13 gives sales and valuss of cotton yarn and thread,
Tt may be seen that physical sales are higher than raw material
consunption (Table N® 7), situation which may be attributed to
inacouracies in companies' recerds, Neverthelesa, prodwstion
figures show a stationary evolution with pregreasively highor
prices, as shown belows

/H
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2"2‘.‘} 2“““ Mlp
u = ot “‘-“mlutlna .

(Bania: 1S = 1)

1955 11 ndeneos

m m dvorave uUnjt Price
965 W7.5 1210

Again, thess figures de wit agree with thess ia Table N°® ),

Gatten blankets and bedepreads are fmportant items in the
Bowaderian teatile induatry. Salea and value figures for these
. osialities are given in Table N°* My, showin: & gencral ewolution
. vory sisilar to apinniny mills?, with the fellowin: indemes:

Nlanket bedancadg

&xcn i:n’gtlu

(Bmeie: 1535 = M)

WW Indesnoeoos
W

Datectim Lim s talt Prise
X7 ns = X

hM”“ﬂt-‘mﬂthﬂﬂwmm

"
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T.0.2. e liop) Oomnogity Sroup

The weol commodity group is the second largest, after cotton,
within the Couadorian Testile industry. Fig.res on reaw waterial
th are given in Table i°8 , m they correspond to wp
» five reperting ocowpanies, but is wissing the largset wool
mnufacturer, whe refused to previde any class of inforwmation.
W§ly. Table i°* 8 doca not reflect thoroughly the real
ovelution of this secior., The situation is still were compli~
eated by the faot that 4n cach yoar ens mew company started
aperations adding its influ_noe te create s rether unsaual rete
of grewth which, Af the larjest company were ocenaidered, would
have boon partially sssethed out, iith those clarifications,
ths weel grew will be conmeated on the baais of the wailable
dota. |

AS in the case of estten, the weel industry preduces & large
variety of final preducts, esvering all popular needs of the
marhet. liigh quality, high priced predusts have a liamitod
u' and wovally they are iuperted: The domsstio preduction
§o consentrated en weelens, wreted fabrics, blankets, bodapoads,
ponches and pailodoncs in o wide raage of quality. la addition,
ome wveol conpanies (mpecially the largset ens), preduce an
tapertant volum of serylic yorn for hadtteors and foreiygn
buyere this Sype of yarm ie amalysed Jater.

Wesd 40 the wset iupertent rew material 4n thie aseter (Teble N9 ),
et other types of £10ure wand (estten, artificial and synthetics)

nn
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when totalined, bovemn a8 saportent 00 Wel. o goonrel, e
oountey climate 10 nild and the majarity of the wael predwwie
are blonded with ether filhors fur M h0onin:; purpuease, The
fisal production quality 10 ;sud sl 40 man) casse well
otnpareble to avetuge iayerted preduste.

Sousder preduces part of ita neede of wesl, whieh are sunplemsnted
by taperts froe ssveral counteries. The bhighor prapertion of
ingerted rev material provides & better chance of aplection thas
48 the case of estton, & hMgher productton fleaibility and o
botter adoquacy @f the ren material %0 the finel predwst.

The wel sccter hae pregrussvd wt enly by the ve_etative taureese
of the donand, but sles by tapurt sustitution ami even by sales
® forsiun buyere; tne latest are very active 1a the blanhet
aarhet.

Tobie U° }S alnwe proiwstion figwes which, vwith the limitations
oipleined provicusly, provide the fallewin: indnsess

l_latain
ANE=ieer ixnintien ladeses
(Bnetar 23,38 « W)
W Jadesneos

Pedus t4on Yalw Averege Unit Preces
W

Weslene B M 8
Wereted Podedes 28 [ Y ®
Sianhete & Budape. hON F1V) ”
Penshes « Paitoben, 172 " 9
Ttal grew o w %0.6
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Ab) preduntien ialsee chew atvung sasreasing fiowee while
ovarege Wit pricse, Wi th the enly coneplion uf panshwe ond
patislenve, heve mriedly Gaervewsd duriag e pericd, s
attuntian eundd b st90ebuted mabaly t© the intenaifiontion
of e carbet conpetition enang conpandes and, wiirustly, bae
ostioniated e dvaand.

N de * ) shaue et vuslons e bovs prodused 2 0 2 % )
prapertien ‘o wsreted fabreeey Wi faet confivwd he warbet
profursuse fur lav priced predmte.
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Tie snamdity romp 40 conpoasd by o redunsed meoinr of 1 lotively
il stas copanics: Ty pratuce fabries for o verald spplications,
oush 60 shirte, overeloiht ¢ fur e and mea, lining, ~te.

Fese orttficial amd aynthetie fibnre sew wsed, oo wil as thete
blonde WA 00 cotten.

It bne %0 Mo putnited owt et redueta of s lar t)pve are came
mnum“nmm,uummm
(eme Tabde ¥°)2, petste 2 amd ),

Assapdiag % Table ¥° 9, e group e had 0 gowd cvelvtion
Gring the perted by B=i, ladividunily, sanemption ©. epath-tie

. filere rese o appl), spretoldly 18 the laot twe - are of She peried,
Nie Wwend 1s boing nnttend 4a odunat all enumirics of e wor id,
by enmbomet, artifieta) o000 GBne: o tien Fomsinml 8lunet
otatiamey for three yoars (). '5=%i), chowin: ¢ ssdvrete saoresse
ta WD,

Slee and valus figwee are given ia Tabie 8§ )4, e Mgher
-h.m-mum-umuwhum
mumm-.n--nmu—mu.
fimaddy, artificial/ontton and artifietal Mober fabreos.,

Numhqhthnlmdhlunmwu
Wight and, consnguently, they eprecsnt & amh higher loagth of

n
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fodrees than Shome predused with oguivalent Wwighte of eotton @
ool

Pigures 4n Tuble ¥°)4 oy be csupoiod %0 theee in Toble N°)?, peinte
Sond 2 1¢ con v cuen that e eptton cumndity FOWp preduction
of cotton blende wth artificial and syathetic fibere 40 by for

ssre tapurtant, Wwialling WES tene of prudusts sgataat 4V tene
of She artificial ond synthetic cammdity srowp.

in tadon analyeis chaw e fSollowing reeunlts:

EMAinia) eod 3iatket g LiNeE JadentiX

(bastas 'S « by

Wy Indenes

R

isis etwtton Yolee  Avesnys Uit Price
Artifictal Pidere 14/ 08 117.%
Gyethette ribere () WO o .9
AL/ Byat . b .cnths % w 0.9
APNE et dloas 1N ) w0
Tl gowp ¥ » .o

e )¢ Tuomper cvslotian sabeane (87 - M)
T canufovture of syatiwtse Mbsites commmeed ia W7, cheniang

o chasp vaies fivm the very begiantag %o ond e perded to WY
with the larpset predustieon indes, 0. hwerthnless, W prie

"
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wond bao boen wnfaveuwrshic, cleatng the epele in L) with an
taden of emdy 74, mush lover than She averane (17N @f the tetal
grovp \ades,

nm
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1.0 hpiitARG SO

In Counder, 20 in many other countriea, the haitting snduvatey

4o conpeoed by & rather fov nusher of omall conpanties and

Jarge quantity of fanily siee onburprises. In Toabde 4° 10 are
atven rew material emmawption fipures cwgplled frem data
obtainsd fren tuelve rowpanios, But (1t is extimated that there
00 sround Mr)/ AN smll knitters diatributed ovelP tiw cowntry
and conamin; very variside volum:s of all typea of reavw raterials,

apostally acryise yer for sverclothing.

Mabn hadtted pradusts are plain falwries (tricet sml meuhl),
ctreular haitted fabrice and cuntoured knitting fer everclothing
88 Woth, sin lo ans dosbkle jrrec) e In sany whare kmsttere bave
theif oun confeetionsry daperthrwnta Snte ruted with the hmitting
prossesss, ami carey m saasfacturin: wp o te fran) conmenr

pondvet,

Souhe and stochings sre wnnnily jrwdused by swetals * 4 canpantes
@ by wultipruiust coyoates tut Ui Oh Yory Wil caparesed sesh
end stoshin: dopartwais. lasufocturad preduwic cover all weval
typos, Sasluding aurhe ond stuvbtans BUP 0ee and wmiwn (08 Wher
obvetoh ar ast), ond paotyhsase for weueh.

Toble e ives figares on raw anteorial ransugption, which inelulve
sun fibore (totten ad artifioss! and ayalintiv fibura), yora
(bought 00 yiamtag nille ar other Sontile samufuctiurers) ond
tenturssed ar ataple filamnte (jolyeutdic and aerylie).

"I
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F Bl
s

Loundur dese aet predunes Actunlly artifieinl and opnthetic fibere;
they ave all stagerted fren several forelin covnirics (uali, frem
ovtadde the Anthan eouttPiva bU) pPrice 8BARId i atiung)s Polincidte
Waturining 10 nade By s conpandes, bul acr: tie teaturird

filamant 18 tagerted,

1a Toble N° 1O could b sron SRS APti(icial and aynthe-tic matersale
chew the hMibest evlution duPbtg the roried, whitde (ottan
tecruaene wnderately and waBl ia werdl at stiady Wlwecs sty Ay,
It oo % be pointed out that Table 1Nnre Aot SBbe (A0 scvount
il hatttors, Whoee eenawn tion 28 cunuealiretud 1n syNthetie,

and wenl yarwe, in thet amiry,

. Gottam 10 wasd fu. cireular initted falwrice for wod -vupal ol Ing,
P oo oF blowicd with othep (iherag & wthetie wra, woiall,
We bulhy type, 40 eatonnivel) used for overciathin:, Mely. wite
filasnat, watupiosd oF ant, 1o enple, vd P snbds and SOBAIn 8o

Amvardiag % the i wve of rev meterial mnawption jven 11
Tble #° )0 and the particulor wer of cash material, It eonid he
adtd et the waderveer cotten saductey had ¢ audusete oveletien

Gurdng e povisd 1Pt

0 Wabilee #* 30 and )0 are givan onles and value fisuwree for the
i ttong taduetry, Tescleting %heee figwes 0 sndense gives
e fullowiag resul e

"

WHRNIR 1600 SR0ABWAY. NEW YORK. N.¥ 10000  TEL.: (999 3954000 - CABLE: WERNEROONS




sorted fnte enly a fou cetegorion, the wne of conveper belte should be

oons idered in evder te (ncresse preductivity.

Ianuridg or weshisg '
u._i_nnt ™e washing of wool et the nilla fs done In en erchalc

way weing soretines enly one bowl and operating emciusively manuel. T™e

washing effect therefere (s very poer.

fgoer-endations: As pointed out under Rew Meterial, the high
output of modern washers does mnot perwmit ony individual mill & utfli.
sation, which would make the purchase of a washer economic, Ome central
in Cowador, for wool buying, sorting, washing and carbonizing if conve-
nient, should be plamned.

Cerborizing:

Recomiendations: Carbonizing in fiber form should be carried
out, when wool is contaminated with vegetable matter to & great emtent,
wideh frequently occurs {n Fcuador. A bath of dilute sulphuric acid,
wsually about 5° Bd. for 15 minutes, cemtrifuging and ¢rying at 22° F
is the norwmal procedurs.

Blending

[indings: Dlending is dome in & memual fore in many industries.

Resommendations: As it is difficult to assure proper mining,
whon this is done purely manually, the quality resulting is gemerally
poor and the use of ducting and rotary spreaders should be considered.
Ecuadorian wool industries work in smaller lots and continuous blending

WERNER 1000 BROADWAY, NEW YORK, N. V. 10010 - THL: (919) 5001800 - CABLE: WERNERCONS
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(natos L N = W)

rV ladencoe

et e

m Poeduction Valee Awmrege Luit Priess

Plata kad tted ¥ ] Y/ 154
Qrenlar hadttd » My w0
Overelething ) 1} ]
Wl yrewp M6 e ¥
ats Stechiags

o Jun Streich o e W
- Stewteh ()) L o0 W
Nstytmes (4) w w W
ian's asche vb W %
Wl grewp " (YY) v

Bete 8¢  Tumnyear figwree, Mid amd WV

e chave tafence chew ¢ chary ovalution contvest e tusen
ftrios and csshe and stoshinne. Jhile falries rese A4,
Géag She povied, eovhe and otovhings enly grew Mé. T
ot inpureant incruase 16 ted aw overviothing, fellewwd
W plade and cttonier Mnitied fobwics (o ot erder. Breteh
ctsshings amil panty e, which agpeared sa Wid, Mave chesrted

"l
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o ahase of the mehet 4t She capones of msn=etretoh steshings,
wteh chew & mnies volume drep ta )i and INiy. Han'e ks ale
@ev & copasehie dosreace during the peried. ’

I gensrel, Mnitted pruduste are of goud quality, sad an jnperteat
prupertien of (e sversiothing 4o wld for forei n use, Thie fast
enplasas Wn faveurable ovelution of this Mins of predusts while
e othere how remined otationary or chowd muderate iLaprovuments.
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P |

1.0.5. derclis [are

Asrylie yarn 48 peediced by several csmpanics diotributod amony

oll eomedi \y groupe. Pari of the preduction, in swme cases, 18
later prucecasd by tic aame compnanios, but a much biiher proportiea
io eold %o knittors or W ferei n buyers dus o price considerations,

Wble I* 1) givee (i.ures oa catinsted ealca and values (eavluding
yarne for oun wee of the producers). AR iwdcR ansl)sin 1s A
ol doves

_cap velut
\laster VS » UN)

Iy e Indoeren

Predes tio Valee Avers ¢ Luit Frice

PR AR R R

b . M w
e svrage unit price redution 10 tndienti e of cost iprovensnte

cbtatnnd hwungh 8, her produstion volumse and & mare aotéwe
Pt tien.
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106, nle Toatile Indwstey

Ia Mo N® 11 are shown rev mterisl conswption figures for
e viole industry, divided por comesdity greups and per type of
vow material, It has %o be clarified again that the largest weeld
osmpany 46 net Amcluded in this %able.

A8 4¢ hao boen sadd previsusly, the cetton greup is the larccet
ia Bounder, followsd by the kaitting, weel and artificial and
oynthetis sioupe 4n that order. Lol 48 the second largest
plata fobric growp (195)) even aet ineluding the largest wool
ospany .

Ootten 1o the masn rew material eonswsed by the texiile indusiry,

while ayntietie fibere, thin ia 135, displaced artifieial fibore
8 Wiy and bosaas secend,

n Table ¥° 11 are alee given csnoumption sadeses. T ovelutions
of estten conpanies ond cotten fibore have bosn aluset stmiler,

Sut alwmye belew She Amduetry sverege.

el conpanies and fidere ean wt be proporly comwnted by the
fesemn csaplasnsd bafure, and ndnwboediy, the cansluaien of the mada
el cmpeny offects ales whele tadustey figures.

B¢ considering e wenl grewp, W hndtting growp shewe the highest
ovelution and otvengly contvitutes 0 ploase the aynthetic fiber

"

L WERMER 1000 5R0ABWAY, NEW VORI N. ¥ 1000 - TEL: (98) 0051080 - CAMLE: WERNERCONS



{ . consumption as the ene with the highest increase during tln poried,

At the beginning and end of the period, individual participatiens
based on the consumption of the reporting ocompanies have beent

Partigipation ()
N O}
Getten Osspanies 773 684
Yool 8.7 Ted
Art.é Symthetice 604 7.2
Knd ttore ki At
Total 00,0 00,0
. Cotton Fibers 58.0 88.2
Yoo * 1.8 WS - |
Artificial Pibers  21.9 12,8 ‘
Symthetis Fibers X ey
otal 00,0 09,0

Theo: petesntagss shaw clearly that cotten industries and fibere

ave Jest part of their marhet partivipation, Artificiel and |
oyathetic conpanies ross wadarately, while hndttere incresnsd @
their participation by 504 Artificial and synthetic fibere

ahov epposing particdpation evelutions: while the firet decrvacsd

by 155, the sseend rese by 1308 and sa 10Y to placed as She

esoond largeat after cstten. These ewelutions follew the gensrel

werld tondonsies.

"
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m"m-hmntuummmumuo
fober cmsuption 4o stvengly iafivenced by foreign ayere’
purehnsse. T™hio asoter of the narbet, ao.unlly very lapurtant
0 volun and valus, 5o avhjected %0 ssveral fastare whieh are
st under Seatile coupanys’ esntvel. The price of the iparted
serylie fiber in Counder (uhich 4o lower than the lesslly predused
fibare ia neighharing countries), foreign curveasy availabtlity
ﬂ“nﬁq“mﬁlmﬂmmmd&
Gasture sffostin: pusshasss by forein buyore. JuPing the last
n“hmmmlmth“mm
caplaining the wnueual ovelution of symthetic (iber concuption
00 Table N 13  ; 8¢ 4o cotinated that She same trend will)
oontiame o8 least @urdaz 1y7l.

"
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7.5.0. ispatant_Toatile Cindshed Fraguct Conswptisn,

T apparent teatile findohed produst conmmption in Lousdor 4o
diflionit % cotimate due % the inpurtance of the wefficial
juperte and enperts. Teatile products are intreduced threw:h
wmritine perts, and there 10 alee sa active enchan,e of preduots
o and from the meighber countries.

fpeetal offerts have bven nads o evaluate this trade, but by
it oun mature any resul. could enly he aceeptad a8 & rouph
sstimation,

Nhile ¥° 20 sives the apparent teatile finished [vwduwot conmspiion
duwring the peried 15°5-5), hased on official local preduction and
tnpert voluses, The tetal local conmuption shows a atatienary
sltuation in WA3=GA, increasing mederately in 1967-°8 and the
laryset eapensten $a ;e T aupply the aceda of this ewvalution,
offictal iuperts rese 10 MA5A%, vhile waificial ingerts shew
the s trend enly in Mly.

Wk the casepiion of 1935, wnefficial eaparte have besn grewing
cluset oteadily, ond they repressnt an lagertent prepertien of (e
wtad deosel predwstion,

Mo agperent por capite concuptien reminsd stattomary far fowr
yoare, Gut caded o peried with & gaia of 4,7+, which S0 & Mlatiwly
irete iasreass.

/"
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3.1 Qetton Compendes

3o) Vanle tnduotry

TABLE N° 1)

ATLR

*tx m
- toen Conpanies

o lssl Oeapanies
e APt Synthetic Compandes
e kndtting Companice

5.332
290
[V}
Qs

Total !.@"
. = Cotton Fibers &,505
o lispl Fibers o
= Artificial (Fibers < Filanent) 1,514

~ Syathetic (Fibers ¢ i"ilament)
Total

c QAL

Yool Cempanies
APtd Syathetic Campandes
kad tting Companies

Oatten Fibere

Vool Zibere

Artificial (Pab. Fidloment)
Syathetieo (Fibe: Pilament)

) 4
300
0
M0
00
300
MV
80
o

Souree: Proseding Tobles.

L

NSUL

A1y

104
A0
a2
A0
216
Al
138
al

60733 70224
(%Y 735
550 74

5,971 5,438

Y C &hS
2,150 2,220
1,0 3,54
990 10,3535

"85 135
u2 338
3 160
268 a3
228 \y
»né N3
i M7
178 a53
40 158

6703

527
2,075
2,233

11,331
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m JABRIC = SALUS AND YALUI:S

(Pigures in Thousands)

_ Classjficati Yearly figcures (000)
e
i+ Pyre Ostton Fabrics

1.1 Light Fabrics (uwp te 150 g/m)

leters Sold 8,87 11,827 12,254 12,748 13,85
Square lieters . 8,593 1,375 11,683 12,323 13,528
Weight (Kgz) 1,337 1,749 1,653 2,777 2,28
Value (Sucres) . 71,014 &%,853 &,005 93,340 310,55"
1.2 Heavy Fabrics (More than 150 g/wé)
Leters 50)d _ : Ty 722 9,213 10,217 10,54y 10, 78i
Square Meters ' 60958 o 80-6‘ 9,053 9.85‘.) m.OJb;'
Weight (Kg) 2,104 2,345 2,01 2,357 2,70
Value (Sucres) ‘ 71,556 78,315 5,732 97,340 407,330
. 2, Cotton/Ravo.1 Rlend Fah!:&
lieters Sold 1,758 4,104 6,045 5,785 5,037
Square lieters 1,857 3,731 5,259 5,111 5,334
Weight (Xg) 3 625 85 8w &7
Value (Sucres) 9,400 23,173 37,945 36,834 39.10\
3. 2tton£3}mthetic Nlend Frbrics
Meters Sold - - - 95 1.26'\\'
Squarc Meters - - - 10 1,43
Weight (kg) - - - 12 77
Value (Sucres) - - - 1,585 23,05
b Iotals
Meters Seld 18,317 25,234 28,547 29,269 31,93
Square Meters 17,438 23,450 26,005 27,413 30,30
Weight (Kg) 3,749 4,729 4,509 4,936 6,03
Value (Sucres) 152,040 137,341 05,652 220,64y 200,17
Seurce: Data supplied by textile companies.
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Quantity  (Kkg)
Value (Suore)

Cempositions
Source: '

Quantity (Unite)
Weight (Xg)
Value (Sucres)

Mttom

Seuroce:

"

[ X VR
TABLAZ N°))
AR
Q‘I‘WN !QRN I{wg THURCAD » SALUS AND VALUES
' (Pigures in Thousands) B
R V37 Lt Lo

565 603 552 535 545
17,887 19,649 22,347 18,966 19,180

Pure cotton and cotton/rayon blends.
Data supplied by seven textile co mpanies,

PABLLE N°

QOTION BIANKETS aND BIOUSPRLWS = SALES AND l:.\:LUa‘S

(Figues in Thousands)

B4 428 3% a7 8
a3 8 25 N ¥

7,605 8,119 . 7,804 9,610 8,914

. Pure cotton and cotton/viscese blends.

Data swpplied by four textile cempanies.
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1. Weolcns
Meters sold 141 901
Square Meters 210 285
Weight (Kg) 6l 78
Value (Sucres) 6,850 8,53
2. Yorsted Fabrics
Meters Soild K -] . 90
Square leters 48 135
Weight (Kg) 13 29
Valus (Suores) © 3,481 5,050
3¢ Blankets and lledspreads
Units Sold [} 2
Weight (Kg) 7 [}
Value (Sucres) 680 B
- &« Ponchos and Paiiolones
Units sold 10 17
Weight (Kg) 7 12
Value (Sucres) 930 1,280
S !Btlll
Meters Sold 173 20
Square Meters 258 420
. Units Sold 14 19
Weight (Kg) 88 23
Valus (Sucres) 10,971 18,220
Ne.of reporting cospanies ) | e
Source: Data supplied by textile cempanies,

" PABLE N°

- SALL

[

Nia  VALUE

(Pigures in Thousands)

glauiziagton

A g

165 $ab S
205 bbb 493
310 %2 652

86 &0 215

9. m m.m m.um
92 245 251
145 327 329
38 9w 102
5,310 15,495 15,603
4S5 43 107
115 103 280
5,712 6,580 15,658
14 18 14

10 13 12
1,146 1,983 2,205
297 60 78
455 9y 981
(Y] % 121
249 424 610
aA,758 44,238 53,704
3 4 5
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TABLE NK°* )

ARTIFICIAL AND SYNTIIZTIC VIBER FABRICS = SALLS AND _YA[UJ‘.S
- AFigures in thousands)

glquiontion r

” -y » -
( 1) 1205 1}7'.’, 19:26

1. Artificial Fibers
r
Meters sold
Square meters

Weight (Kg)
Value (Sucres)

3% 52.
b7 525
76 &%

Ewﬁ%

antheuc Fibers |
Moters sold

Square meters
Weight (Kg)

Value (Sucres)

Artificial(Svntheticl

veters sold
Square meters
Weight (hg)
Value (Sucrca

Artif icialtcotton

Mheters sold . A5
Square meters 500
Weight (Kg) 10
Value (Sucres) 7,20

Totals

 bietera sold 3,99 2,238
ml“ metors 3,1“ 20‘8‘
Weight (Kg) M 500
Value (Sucres) 26,120 31,928

Souroe: Data supplied by textile companies.
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TABLE HN°YX
L T TR
_l'\‘CRYLIC YARN = SALES AT'E V.LUL
(Figures in Thousands)
Year

1. 35 1.7 1046 1.
Quantity (hg) 500 721 1,152 1,529 1,020

Source: Data uppuoﬂ by some ooupmid., plus estimations on
one cotton and two wool companies,
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TABLE

P

KNITTCD FABRICS = SAL::S AND VALULS

(Figures in Thousands )

1, Undcrwear Fabrics
1.1 Plain knitted
Quantity (Kg) 9o 72
Value (Sucres) 9,700 8,40
1.2 gimhr knitted
Quantity (kg) 177 135
Value (Sucres) 11,013 12,234
2 Onl"olothin.ﬂ. Fabrics
Quantity (K2) 241 230
Value (Sucres) 9,545 11,203
3 Total
Quantity (Kg) 517 538
Value (Sucres) ,P3 AN,H7

Souroes Data Suppliod by Textile Companies.

105
12,605

160
11,58

1,50

3,725

1o X

17,420

15,0615

M3
13,35

45,431

13
17,245

‘212

14,255

48,035

WERNER 1450 BROADWAY. NEW YORK,N. V. 10018 - TEL: (21) 3451200 - CABLE: WERNERCONS




w AKD STOCLING - SALES AND VALUES

(Figurcs in thousands)

U

Classification Year
— % s 3) 1,57 170 T

1, lHowanls Stockings
leds Non-Sfrotch .

Quantity (Uoccens) 1 162 195 172 173

Veight \ke) o 0 by 3 Ww

Value (Sucres) 17,172 17,234 20,160 15,55 17,553
1.2 Stretch

Quantity (Uocens) - - - 10 10

Yeizht (hy) - - - 3 3.

Valuc (Swu.) - - - l’w 1”}100 ‘
1.3 mty-hooe

Quantity (iDocens) - - - ') 40

Ledght (Kz) - - - 9 ©

Yaluo (Sucres) - - - 7,660 7,540
2. lants Sooks

Quantity {loocens) o2 73 87 & 88

Veight (Kg) 28 22 27 26 27

Valuo (Sucres) 5,037 4,000 4,522 4,535 4,587
3. Totals '

Quantity (Docens) 273 255 203 7 k' 9}

Weight (Kg) 63 32 n 77 %

Value \s‘”N') 22,29 21033‘ 2‘0790 3’.356 3‘.’023

Souroce: Data supplied by kait.ers
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Official cotton production figures cever the poried
July iat, te June Jth; they have boen translated

" to calendar year figures.

e~

bom

Sourcet

Yool preduction has boen eatimatcd as 50+ of the
unvashed wool official figurea.

Approximated and sounded figurcs,

Estimated figures.

ministerios de Industrias y Comercio

OComiaidn Nacional del Algodén

ANGO (Asociacién Nacioasl de Criaderos de Ovejas)
" Amsarios de Comercio Exterior
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The pepulationts purchasing pever ales influences the teatile
product®s demand, If the preceat governmeat's ecenouic
dovelopont plans are completed sucocusfully, udoubtedly they
will iupreve the populationts pwrohasing power and will
cEnetitute an jupertant facter in the expansion of the dewand.

Cunsequently, as leng as the Jovurnment®s protection against
laperts centiawss, the testile industry in Couador will face a
prondadng futwre, If actual.y there are not serious problems
in plaging the predwotion ia the market, ia the coming years
e industry will have to empand their production capacity te
bo abie %o awpply the increasing m volume,

Of csuree, the denand evolution will be different for each
ohwedd ty prevp, sccerding te the findings in a previeus
ohaptor. But there 4o no dowbt that, as a whole, the temtile
Saduetry Sa Eowader will esntinue te ;rew.
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8.35.0, Ma systems the textile ies,

The situation described in the forwer paragraph has permited to

the xtile ocompanics to concentrate thuir management cfforts
mor a the production side than on the commercial. Consequently,
if the general companics® organization is usually simple, the
marketing’s is rather non-existent,

The company®s structure most frequently found in Ecuador (and
in many Latin American countries) is that of family type (there
is enly one corporation). Usually the owners are in charge of
sales, and only in two cases they delegated their authority in
ansther person enti‘tled Chief of Sales. In no case was found a
larketing lLianager according to the meaning and responsibilities
usually attrib.ted to such a position,

larketing fore.asting and planning, oommercial budgeting and
advertising and promotion receive little consideration by part
of management, N.rllliy. past figures are extended to future
porieds ranging from ene te four wonths and taking as a basis

~ oqual months of the previous year, with slignt medifications to
take into account the last salcs tendencies. This system may
svem %0 be ever simplified, but taking into account the aversge
sise of the Lousdorian textile companies and the fact that they
conoentrate their productien on standard (no high fashion) itows,
whose domand changes rather slowly from year to year, it has to
be eoncluded that this systen is sufficient and adequate to
osver immediate neods.

/1!
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In the majority of the cases, sales arc made directly by the
ownor, with or without the help of salesmen, Iif salesmen are |
employed, only exceptionally they belong full time to the
company as salaried personncl; usually, they work on the basis
of conmissions on sales and are non-cxcluaive, with loose tights
and almost no control., Periodically, one or twice a year, main
customers are visited by tho company's owner or a delegate, but
this tour does not secure a closc relation with and a full
knowledce of the market, .iany potential custoucrs remain un-
attended and salesmen's action is not propcrly checlicds Dut as
Jong as the company places its production in the market, these

defficiencics are of no siznificance.

Advertising and prowotion arc not practiced by textile coupanies
and, in the prcsent market situation, in ceneral there is not
need and juatification for them. Only some of the inr;,est
cospanies use to advertise, but in a reduced prportion and
covering mainly their offerinza to consuners when they have

retail stores of their own.

Sales sdministration, in all cases, is integrated with the general

company administration.

Up to now, this marketing system proved to bo sufficient and

adequate. Gut in the future, important changes are expected in
the nfket structure, The Andean Agreemcnt, which is commented
in a ssparated chaper, will impose wore sophisticated commercial

W/
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systems not easily at the reach of small companies. Imdustrialists
wili have to face this fact; to. help them, in the above mentioned
chapter on the Andean Agreemont several sugsestions are given,
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8.4.0, Distribution syatems by commodity proup and type of customer

The former chapter clarifics the marketing system adopted by

the textilo industrys It is evident from it that a ;0od proportion
of the sales iniciative is left to customers, who come to factories
to buy. In general, sales sre made to any potential custower
willing to buy; only in very few cases there are official and
exclusive dutri'bntor. named by factories and covering a previously
sslected territory.

Factory sales are made to other manufacturers, the apparel industry,

wholesalers, retailers and officisl agencies of the povernment,

Practically, tuere are no exports,

WERNER 1450 BROADWAY, NEW YORK,N. ¥. 10018 TEL: (212) 565-1290 . CABLE: WERNERCONS




8.4.1. The Cotton Comnodity Group

Table N®*1 shows the distribution system per type of customers
of the cotton commodity group, divided in plain fabric manufacturers
and apinning milla,

Yarn is sold to other manufacturers (veavers and knitters) not

only by spinning mills, but also by fabric manufacturcrs. But

for apinning mills they constitute the main sales volunc, as expected,
while for fabric manufacturcers the anount of sales reaci.es 2.2 on
total sales.

For only 3 plain fabric reportin; companies there are 122 active
wholesalers. This fact confirus the lack of exclusive distiibutors,
88 is also scen by the lnrg;e nuaber of retailers attended, 3.7,

The size of tho average retsiler is small, absorbing 5,0 of the
total sales volwe, while wholeialers take 40,7, of the total. The
trade with the goverwent is insipnificant and aainly directod to
supply the Arwed Forces.

As was said before, spinning wills concentrate their sales toward
"Other Lanufacturers®. Somehow, the "Apparel Industry® oould be
considered also in the same category as industrial customer.
Together, they take more than %) of the total spimning mille
sales, with the apparel industry limited mostly to the various
1ines of threads.

n
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There is only onc wholesaler in records for spinning mills., But
again, he ia non exclusive, and a high proportion of spinning
willa® sales (11.4%) is directed toward retailers,

In many cases, wholesalers have morc than one atore, usually

located in different arcaa or citics, Salcs arc made to them to

one contral purchasing office and, later, wholcsalers distribute

the merchandise by their own mcana anong the storcs. Ia all

cas:s, the toxtile manufacturers end their deals with wholesa ers

at the central purchasin, office, and they do not know how their.
products are distributed in the arcas covered by wholesalors,

Taking into account that wholesalcrs handle the largest textile
production share, it hnppino that the induatrialists remain
unknowing their products? territorial coverage, which is left in

the wholesalers® hands and conveniences A partial check of the
market is obtained throuzh direct salcs to retailers, but the

volune involved is much less significant than to wholesalers and
provides only a rouzh idea of the market evolution in each area.
This situation is repeated in all comwdity groups; only oexceptionally
sales records per zone and per articlo were found. In other markets
this syatem would be classificd aa very unsatisfactory; but in
Ecuador could be considered as sufficiont, and adequate, as comnented
previously, Cotton textile oompanics are active in mostly two
areas; Pichincha (where the majority of the companies arc located,
including the largeat), and Guayas, the wost populated province.
Both of them togethcr account for one thiid of the total population,
and the majority of tho ecoomomically active population. Cotton

n
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products sales are evenly split between thom,

Table N* 2 shows the territorial distribution of sales. 1t could

be appreci'ated that the two above mentioned provinces absorb wore
than 95 of the plain fabrics and spinning mills sales. But it

has to be pointed out acain the fact that sales to wholesalers

are partially and indircctly deviated to other areas than the point
of salos, and Table N®* 2 only is indicative of the main purchasers?
location, ]

Undoubtedly, aconer or later the textile industry will have to

investigate desper in the market to obtain a better knowled;ec of.

its particularities. This mowent will arrive if and when a stronger
. ' and more acute competition devclops.

The larcost textiloc companies use to have one or wore retail stores
of their own. 1In some cases, they provide industrialists with a
good and direct contact with the consumer market, circuwistance
vhich could be employed advantagcous.y to keep track of the warket
evolution and tendencies.

/1
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8.4.2 The licol Comaodity Growp

Table N* J _ives wool distribution figures. Again, it has to
be clarified that the largest wool company has not been includoed
in the tnl':lo and this fact places a large potcntial of inscourity
in conclusions arrived at on the basis of a limited number (3 and
4) of saall companies,

The general situation presented by wool companies is very similar
to that of cotton's, The highest sales volume is directed toward
a large nmber of wholesalers (average: wore than 5) per cowpany);
they account for 93.4) of all salcs, The number of retailers is
compnraﬁvely snaall, only 10, circunstance explained by the fact
that the final consumer does not use to buy certain types ot.'
fabrics in retail stores, but instead they are bought by tailora

directly from wholcaalers.

The main differcnce with cotton fabrica is noted in the torritorial
distribution. ‘ool fabrics are minly sold in regions where the
climate roaches comparatively iow tenperatures, as happen in the
Sierra (Pichincha and ncighbor provinces,. 1In the other arcas,

the climate is tropical and not requiring much wvara clothing.

This fact cxplains the low proportion of wool fabric sold in Guayas,
the most populated provinco, where the people usually wear trousars
and shirts, often made out of cotton and synthetic 1iber blends and,
loss frequently, by wool and synthetice.

/1
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Also in this case the largest companies have retail stores of their
own where they scll fabrics and, usuvally, ready=to-wear clothes,
including men®s suits and womcn®s garments. In a fow cases, the
apparel industry belongs to the fabric wanufacturcr vho reaches a

total vertical integration,

The mild and trf;pical climates in Couador are the main causes by
wvhich the wool (rt;mmdity group, to lighten itz fabrics, uses large
proportions of 1ijht fibers in blends with wool, as commonted in a
previous chapter where it was shown that K)s» of the .aw waterial
consumption in this comnodity group is wool, and the other 50,
othcr lighter fibers,

. : Yool products® quality is good, and in many cases their origination
oould be confuscd and taken as importcd fabrics.

The gencral concepta in this parajraph could be extended as well to
blankets and paiolones.

/!
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8.k.3. The Artificial and Synthetic Cownodity Group.

Table N®§ shows the distribution system of the artiﬁcial and
synthetic comodity sroup. As in tue previous cases, ‘wholesalers
continue to constitute the major distribution channel, but

their importance is not as rcwarkable as in the foruer commodity
groups = "Other Manufacturers®, the ".ipparel lndustry® and |
"Retailers"” take more even sharcs of the total salea, Products
such as yarn, linings and shirt fabrics are mostly directed to
the industry, not to the public, decreasing tho importance of
wholesalers purchases to 47. (against %0.7% in the cotton and
93+4,» in the wool commodity groups).

The territorial distribution shows again the same structure as
in the previous cases. Pichincha and Guayas provinces account
for 33:25 of the market, remaining only 10,5 for the rest of
the country, |

a1l the distribution particularities wcntioned in the paragraph

describing the cotten commodity group could be as well applied
to artificial and synthetic fiber products.

/1
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..k, Ihe linitted Products Commodity Groups

The knitting industry is, within the icuadorian textile industry,
the most widoly extended, The largest plants are located in Quite,
bt many siall factorics, usually of family size, arc found in
other citics and provinces. They producc from yarns to finishod
ready-to-wear products, carrying the vertical intogration up to

the final clething, Nevertheless, very few companics have spinning
operations and yarn is norwally bought from ether manufagturers.

The apparel industry constitutes the main distribution chamnel.
It is composed by 43.1,> of the total number of customers and take
775 of the production volusc (see Table N° § ).liholesalors are
also important customers, specially for finished clothing, but

. their purchases are much lower than those of the apparel industry.
Retailers and governnental offices are numerous but insignificant

in volume of sales,

All the circular knitted fabrics and a large preportion of the
plain knitted fabrics are bought by the apparel industry. As it
was saif, in many cases knitters have their own apparcl eperations.

Other t;pes of fabrics, hr overwear clothing, arc contoured
knitted in Full Fashion machines and can net be sold as fabrics)
they are always processed and sold as finished clothing %o whele-
salers, foreign buyers (acting as whelesalers) amd retaileve.

"
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The highost sales prepartion takwe plece ia She twe unin proviaves
(Pickincha and Guayss), but an apprecishie part of then are later

doviated tovard Wmrderiine citivs aml anld 0 forvi s byere. 1o

thie cormedi ty grewp, mmn-tmumm-—-tm
of alde

The omil, family=atdne knitting csmpanics ave wht sonluied ta
Table X § o They wawally sell thetr praduction to foret s

buyers, wisleanlers and rvtatlers, but there are ast resards
available on their eperetions.

nm
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tugurted costunee or suite (or wade with tmpertcd fatwics) .

The biyh vlass concentrates ite conswmption on Myh priced and
saported preduvte, Hervally, wardrobes are woll furished wi th
a large veriety of gowne and suits, including fermal, cesual
and sperting clethiag.

In the larycot owndnrian cities thore aFe wany teilors, It is
& eommmn practive Dhylpimdfwiooﬂhgnthﬂit

e tailer made awiis PFairics cenld be bought vithin o large

price ranye and they may he either, locally produced or inporteds
leady S weor auits are also available, bat wany poople atill
profer tailor wade clothin;, specially becauso they are not wuch
mare chipensive than venlections,

There 46 onn additional clace, the indians, vho Arc wt included
4a the ecemenically active popnlation and self=natisly their own
ncede by local and proper reans, Thelr teatile prodwet per
owpd tn conang@tion is very luw in volue and value, Thia clasa
and condition §s narwally fuwnd in may Latia inoricen countries.

u’tm.unhlymtumwmlmu They atve
unfs out of cotten, artificial snd synthetic fikers, Vool ia
ales wtilisod, but in o Jower preportien and wavally blonded with
Mphter fibore in the form of “trepical fabrice®,

a-u-mm-mosu.mmnmm-m,m
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tenperatures, Neverthelcss, during the oold adason they roquire

wuch heavier clothing than in the Tropical Arcas and wool is worn

more extensively,

Imported toxtile products are limited to high fashion amxl fine
quality products, Import duties are understandably hi_h becausc
they arc luxury items, and voluics are rather low, This fact,
as usual, originates a parallcl trade, which is intreduced in

the country mostly throuch maritime portas,

The 'quality of the Ecuadorjan textile products has improved during '
the last years, Today, it is up to zonal standards and a large
proportion of imported products, cither official or unofficially,
has boen replaced by locally produced itenss At the present,

. sone old uncfficial importShave been reversed and part of the

Fcundorian textile production is scnt to foreign countrics,

/!
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0.5.1.‘ Consumer breakdown by _incoune oroup,

According to official figures, the consumer breakdowa by income
group is as follows: -

Population
(Cconomically /o On Total
Income Group | Active) Por Capi ta
Inhabitants . Income
('I‘housnndyr_ ‘
High 13 1,43 85450
lodium 125 15.33 8.5
Low ) 1,037 32474 455
SRR S U SRR

Total 1 ’ 251 100,00 100,00

Source: Junta iacional de Planificacidn y Coordinacién Scononicas
Los estratos socioccononicos del Ccuadop = ilnsayo de

cunntificacidne
These fizures correspond to the year of 1o50 (last available).

It could be scen that the high class is composed by only the
1,435 of the econcuically active populations The purchasing
power of this sector is 107 and 1,100 times higher than those of
the medium and lov class, respectively, setting the large
differences in voluse and type of textile product conswusp tion
described in the previous paragraph.

/!
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The sizo of the medium class, in proportion, could be considered
as at the average size of other Latin Anerican countriecs. This
class is the most important for the consumer jood market (including
the textile's). It concentrates its consumption in the mediua to

high price product range, with a low proportion of imported poods,

The low class constitlutes the majority of the population and
defincs the massive part of the demand, which in this cass is
orientcd toward low priced textile products, situation which is
fo‘nd tn ﬂ.»e najority of the countries in the area,

In 1931, the Ecuadorian per capita incomo bhas been estimated at
222,7 dollars (Junta iiacional de Planificacidén y Coordinaci8a,
Indicadores condmicos, Julio 1U37), azainst an average 420,7
dollars for Latin dmericas 1t is evident that the Lcuadorian
per capita incoie has been rather low, and tnking'into account
that only 4.535,7 of that income belongs to the low class, it has
to be concluded that this class has a reduccd purchasin; power.
Revertholoss, the textile industry in Ccuador has boen able to
adapt the massive part of its production to the requirements of
this market, wharé conpeti tion is the most acute und profits rather
low.. It is to be remcmbered that textile purchases for the low
class cowc in third priority, after food and housing: clothes
1life could be overextended by scveral wayse The lobernment's
economic dovolopmeht plans may improve this situation in the

near future,

/11
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{ . 8.6.0, Ex&t—lm. t Considerations

A few yoars a o Ccuador uscd to receive large quantities of
textile products through official imports or introduced from
neiphbor countrics, Those products were very diversified and
in accordance with the mndalitics of ﬁne tiness Slowly at the
beginning and more rapidly later, the Icuadorian tcxtile industry
started to grow and to adquire dinension, while quality was
procressively improved, In the last five years main cfforts
were concentrated not only in expanding production capacity, but
aleo in perfecting its tonstruction, dyecing and finishing to
obtain lar;cer production volunes, greater varieties and finer
quclities. The first results have been an increased acoeptance
of locally pmduér:d goods snd a corresponding decline in imported

. : products, to end tha period Ly roveraing the {low: today, several |
Covadorian textile products nre sent to nci _hbor countries in an

wnofficial trada,

This fact proves that, in certain aspectis, the textile industry
has reachod a gtate which is at leaat comparable to thoso of other
countrics in the aren, and that exports arc fcasible.
The toxtile market in Nocundor is amall by two matin rensons: the
limited population \a little more than six nillioa ishabitants),
and the reduced per capita consumption (less than 2,200 :rans per
year). These facts impose limitations to the tcxtile industry
expansion, and intcraational proportions arc almwoat out of reach
on the sole basis of the internal market, circunstance which

. bocowes more proaounced by the industry atownization,

/1
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Up to now the Ccuadorian industrialists have been preocupic.(l aud
busy with the internal market, It could be said that actually
they are in jood condition to satisfy the wajor part of the local
consumption leaving to imports only spccialized products with

limi ted demand, Imported products are high fashion, hijh priced,
scasonal items and/or very fine quality products; their production
in Scuador is ccononically unjustified and inport volumcs are

comparatively small,

Ixporta arc the natural inext considcrations for the industrinlists,
Some official exports have been made to Dolivia, but awounting
insignificant voluncs (sce previous chapter), A much larger
volune has been sold to foreign buyers; the merchandize is
delivered to thcm. at the factories or in other locations by
wholesalers, and the buyars asswia by their own the responsibility
of transportation to coutries such as Peru and Colonbia, "Palio
naval®, cotiton/synthctic blended fabrics, acrylic yam, acrylic
knitted overwear and blankeis (cotton/wool/artificial blends),

are the main products uiwfficially exporteds In partial cxchange,
LCowndor reccives mudy to woar carments and fabrics in & variety
of conpositions through official and wwfficial inport channels
using both, the maritime and land borderlines: laritime imports
are originated in asia, the UsSidey Canada, and sone Duropean
ocountries, directly or via Pannaae Land imports cone from Pe.u
and, wainly, from Colombia,

Official imports are normally luxurious products, and the applicable
duties are understandable highs To circumvent those expcnscs,

/!
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morchandize is introduced through other channcls.

Unofficial exports arc not under the control of industrialists,
As it was explained, thia trade is carricd out by buyers of a

apecial type who make legal purchascs to textile manufacturers)

their main motivation is a sizeable price diferential between

Ccuador and its neigchboring countries,

It is estimatcd that the importation of low demand products will

have to continuc; there is no economical juatification for thuir

local manufacture, Ixports, instcad, could be pronoted if

several staps in that direction are taken, which may includes

lo-

o=

‘0"

D=

Setting a special foreign export prowotion action by the
govermment in combination with the textile iadustry in the
form of advertising, shows, demonatrations, exhibitions,

brochures, etc,, in foreign countries.

Lstablishing a governmental export promotion policy in the
form of drew=backs and inierna. tax reinbursencnts,

Developing exporting interest in industrialists,

Inproving the markoting syatens of the textile companies

t0 ocover intormational markets.

Solving the companies® size problems.

/"

WERNER 1430 BROADWAY. NEW YORK, N. ¥ 10048 - TEL: (312) 865-1380 - CABLE: WERNERCONS




[ ADI
eovJ

%4008 8°)
ISR

[ FYVVVEWE VRN SSE - =

hal.?

58854
Se 70
$o¥73:d
64777
7,804.3

ssrgssas b
i

] Sunte Mestomnd @ Phanificastén:

“Yysyesstén ¢ da Peblacidn dol Bomsder”,

‘ WARNER 1400 SROABWAY, NEW YORK, N. V. 10000 - TRL: (81) 05-1900 - CABLE: WERNERCONS




WERNER

Ge= Improving industrial modernization and balancing,

7= Improving quality,

8,= lmintaining reasonablec prices for raw materisls and services,

spocially cotton amd clectric power,
O¢= Inmproving the degree of training of the labor forca,
10 Increasin; productivity,

Foints 1 = 2 = 3 are aimed to croate a climate favourable to
exports; points § = 5 = 5 = 7 are steps to be taken by the
industrialiats to adapt their operatio. to international markets)
points 8 = U = 10 are related to production costs.which, influciced

by point nuaber 2, will sct the selling price raajes,

Up to now practically there wor: no export prouotion conditions
offcred to the textile indusir; aind exports have been almost nil,
situntion which nay change dr;aticall)- if the above su;zestions
are adoptcd. In the chaptor dedicated to the Andcan Agreewent
the ways in which these suggestions could be implemented are
described, :
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TABLTE

DISTRIBUTION SYSTHS =

Nl

L B
g )

COTTON CLLIONTLY GLOLP

m;es of Cuntomners

hunber of Custoners

avount of Sales (T,

Fabric lLanufacturcrs e ) Sores N
: D a— s N
= Other iianufacturers 21 3¢8 594l 242
= Apparel Industery - - - -
= lholosales 122 22,5 228,521 00,7
= Retailers 267 7542 17,250 5e&
= Governmental Offices 2 Ol ) NI
Toteals 542 1,0 252,001 100,0
Notet Nwaber of reporting companics: @
ﬂim‘liﬁf’ Milla '
= Other Lanufacturers 52 554 G777 6o
« Apparel Industry 17 15.4 ol Dol
= 'holcsalers 1 (VIS 2,400 17.5
= Jletailera 30 JI%7.;5 1 ,":? 11,00
Totals 110 10,0 13,520 1000

Note: lNunhor of reporting companics: 3

Sourcel

Information supplicd by textile companies,

VERNER 1140 5R0ADWAY. NEW YORK,N. ¥ 10018 - TEL: (212) 165-1200 . CABLE: WERNERCONS



TABLE N°* 2

GIOGIPIHICAL SALES DISTRIBUTION

COTTO COLi .ODITY GROUP
L~

Fabric . .anufacturers

[y

A
LAN?

Spi nninj"- wills

Note:  lumber of rcporting companics:

Source: Data supplied by textile companies.

Fabric Lianufacturers: 8
Spinning mills: 3

Salcs S.lcs

Province (i.ain city) Volune (O00) b Volune (W) o

— (Sucres) {Sucrcs) —_

Pichincha (Juito ) 107,643 445 10,012 7440

Guayas (Guayaquil) 100,935 45.5 2,015 21.5

Tunzurahua (JAnmbato) 4,759 242 -

Azuay (Cuen.a) 2,553 1.2 600 - bed

}anabf (ilanta) ' 957 045 - |
» Inbabura (barra) 657 0uk -

Others 1,003 0.5 -

—— - —
Totals 219,020 100,0 13,528 10040
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TABLE HN°)

DI ERESNIAEETRD

DISTRIBUTION SYST:iS = HOOL COLiOuITY GRoUP

Per t‘me-of Customers_gnd Geo{frnph:lcal

Nunber of Custoncrs anotnt of Sales (A
- M- —
xme of Custoner n® ’ Sucres n
M g
Wholesalers 104 <04 25,133 US54
Retailers 10 847 550 2.1
Covernmental Offices ) | 0,9 30 1.5

Notc: Nuaber of reportin; companies: 3

Province S‘p:ain Cit ,2

Pichincha (Juito) 33,27 240
Guayas (Guayaquil) 3,203 74
Tungurahua (.imbato) 557 1.2
Chinmboraso (nio Damba) 2h2 05
Azuay (Cuenca) 1,112 2.5
Others ‘ 29850 30&

PSRRI AR

Yotals &4, 514 100,0

Note: Number of reporti.g companiest 4

Sourcet Data awppliod by textile coupanics.
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BL® N°

ON SYSTILIS = ART,AND SVHTIETICS QQL.ODITY Gio

er T,pe of Custoner and Groupa

Numbepr of Customep anount of Sales ‘OU\

Type of Customer ' HO ) Suepcs )
Other ianufacturcrs 2 3y By 12
Apparel Industry 8 15.7 5,000 16}
Yholcsalers 32 f2.7 13,000 N YA
Retailers G 17 b, 3575 17,7
Totals ‘ 51 100,0 27,375 10UV
Note: ilumber of repertin: companies: 2

Pichincha (Quitn) ‘ 284035 Iy
Guayas (Guayaquil) 10,230 2564,
Tunjurahua {iinbato) | Y el
Amay y loja (Cuenca y loja) ri) Ael
Total 43,875 W0
Netc: Numbor of repeeting companies; 3

Source: Data supplied by textile companies,
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v )

’“’m o‘ ] :;Lv.i-; "

Apparel Todusiey A 4ol 4.4 Tie
Uhelesalera VA | | Y Y a..
letailcrs 2N Aol e Ve
Covermwnt (fficea ° (™ .I' . uy
Totnda Y X Rareu 22 o ha,
Notuy Ywitv e of rejorting, oo et g 7

Cleiy 2

Pichiaha (. uite) W, v .
Gunjes (Guryequil) B e

Othors ' .@ o

Totnls y, S0

Notey Masher of regarting cagonden: ?

Ssuree: nte applied by tenitide voagantes,

Nw
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9.3.0, m'

Pive mations including Louader, have aigned the Andean Subregional '
Iategration Agrosment, or A.S.wie (Acuerde de Integracién Subre-

gtom) Andins), The centents of this trcaty are swamarized in

Whis ohapter, ad its influcice on the taxtile industry is analined,

A8 & result, & plan of action %o adapt the textilo industry to the

aow conditiena and requirements inpesed by the treaty is prescated,

and the ceuperation to Be brought by the gsvermment is suggested.

In geseral, 1t has been found that the textile industry will have

% overcoms seversl preblems and will have to improve its technical
and verking esnditiens to approach competitive standards uithin the
gowp. On its side, the governmeat will bave to eatablish an
appropisted econonic aituation to emcwurage the required changes

and adaptations. Nevertheleas, it has to be pointed out that it is not
within the seepe of this study to analixe fully and recennend the
apecific cervective actiens required,

e Goundorian position within the A 8.1.A. is considered very
adventagesus due to apecial concessiens reveived from the larger
ussber countries, But the Lewsderian teatile industry will have

® sct with ae dolaye in ordor %o materialise and not %o lese thoee
GBRce L End.

WEANER 1400 0ROADWAY, NEWYORK. N. V. 10048 - TEL: (R12) 65-1000 - CABLE: WERNERCONS



92,0, AN SUBREGIONAL INTEGRATION AGREELINT

Esmuction

Ecuador, Bélivin, Peru, Chile and Colowbia have signed in May,
1969 the Andean Subregional Integration Agreemant, A.S.1.A., or
“Acwerdo de Inteygracidn Subregional Andino®, known in short form
as the Andean Market Agreement, ihile ALALC as its main purpdse
tends to eliminate comsercial barriers amongst Latin American
countries, the ASIA joes further establishing the econowic
inhgr_ation of the countries mentioned as one of it.'l main goals.
Such integration will wean the unification of wain economic
policies .nterﬂng to foreign exchanges and currency stability,
wages and salaries, social laws, taxation, etc, At the Mt,
Houador lacks and will have to davelop a national definite policy
which will later have to be coordinated with the other meaber

ocomtries, oovering the following subjects:

= Industrial Planning

= A special agricultural rogime,

= The planification of the secial and physiocal
infrastructure,

= The fereiyn exchange, monetary, financial and fiscal
pelicies, including the treatwent of capitals
eriginated within or outside the region.

= A common commercial pelicy te confront non member
osuntries.

= The ceordination of planification methods and techniques,

/1
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The total market will be composed by GO million people and will
be attended by industries whose loocations will be decided
acoording to plamings to avoid repetitions and excess of
installed ocapacity.

The agreemsnt satablishes a progresaive libsration of commer-
cisl barriers among member co.nfrtc-. and ia ten years those
barriers should have to disappear totally. This decision is
irreversible; the only elasticity provided is at the date in
which barriers vill be dus for removal within the ten yeara.

Peints that will bo taken into account are:

« The installed plant capacitiss.

= The needs for financisl and tachnical assistance, for
the installstion, expansion, modernisation or conversion
of industrial planta.

= The neuvds to train labor.

e The possibilities of horisental spacislisation agreements
ameng companies in the sams industry.

= The possibilities of sstablishing joint systems of
marheting, tecimolegical investigation or other ways of
esoperetion aseng siailar industries.

Pelicies sheuld have to be cesrdinated according te ths follow-
ing schedule:

"
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l,» Imsediate: Agreement to cocordinate national dovelopment
plans, |

2.~ Befors i2=31-1u70 (0.5 years): The regimen for foreign
oapitals, royalties, etc., will be spproved.

3.~ Before 12=31-1971 (1.5 years)s Policies for the unification
of industrial prowotion laws will be approved.

ho= Dofore 12-31=1971 (1.5 years): It will start the approxi-
mation to conmon external minimum tariffs, to rcach them
totally by 1975.

8. Before 12-31-1772 (2,5 years): All instruments regulating
the foreipgn commerce will be standardized,

6.~ Before 12-31-1975 (6.5 years)s The comwon external tariff
will start to Ls applicd, and by 1,00 will be totally

. enforced.

Disloysl competition will be avoided by prevention of dumping,
price manipulation and mancuvres tending to make difficult normal
supply of raw materials,
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9.3.0, THE ECUADORTAN SITUATION IN A.S.1.A. SEEN FROM THE TEXTILE
INDUSTRY VIEWPOINT.

Among the peneral disposition: of the treaty, those applicable
to the textile industry establish:

« Rouador and Bolivis, as the leas developed membsr countries,
vill enjoy ipociul concsssions which are apecified in the
treaty under Chapter XII1. Toe moat important and immediate
conoeasiona are detailed in Articles Nos. 96 and 97 granting,
by part of the other wember countries (Chile, Peru and
Colombia), s gradual elimination of import duties and restric-
tions of any order on ths importation of products eriginated
in Boundor and Bolivia, acoording $. the following schedulet

-~ Before 13-31-1971: 40js Reduction of present
import dutica and surcharges,

« Before 12-31-1972: 30, additional reduction
on same.

= Before 13-31-1973: Last 304 reduction on same.

. = In addition, the Commission will approve before

the 13~31=197%0 a lint of sems preducta to be
1iberated in favour of Scuader and Bolivia frem

January lst, 1971 (Article 97, paragreph ».

« Bouador and Belivia will liberats imperts from Chile, Peru
and Colombda, starting st 12-31-1976 and at & rate of 0%

/"
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amnually. Ecuador may call exceptions to this plan for .
products classified up to six Mudired subpositions in the
NABAIALC nomenclature, which in tum, will be liberated
before 12-31-1990 (Art.102). Consequently, Ecuador and
Bolivia will have time advantages in all matters referred to
libarations. '

Articles Nos. 79 and 99 may cancel parcially or totally
thess advantages granted to Ecuador and Bolivia if it ia
demonatrated that sny or all other member. countriecs are
suffering prave damages in their economiea dus to these
special oconcessions, If noh is the cass, corrective
temporary actions may be taken by any country to pretect
ite situation; these messures should be studied and autho-
rised by the Subregional Junta previcusly to their
application.

On the subject of importstion of capital goods (apecially
machinery and equipment) and rew materials, Article No.105
eatablishes that Ecuador and Bolivis may be authoriszed to
apply exceptions teo the spproximatien of their impert dutics
to the Common Extermal Teriffs, so they may continue te
inpert capital gesds and rav materials from nen seabsr
esuntries at Jower than the commen tariffs. Thias fact is
mentioned again in Article 113, But Article Ne. )R, point
by says that one of the ebjectives of the Agreement is the
maximwm use of the rescuross svailable in the swbregion or,

/I
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in other words, that Ecuador and Bolivia might be foroed to
obtain their supplics of textile synthetic and artificial
fibers from Chile, Porn and/or Colombia as loag as those
comntries have enough proxiuction capacity to attend their needs.

The harmonization of the legislations on iadustrial promotion
and the uniforw regime for multinational companies is trutod
in Article No. 28. It establishes that within the six
folloving months to the 12-31-1971, the mewber countries wvill
adopt the required measures tv enforve this harwonization, as
suggested by the Subregional Commission. This means that
Eouador and Bolivia vill not have their final industrial
promotion legislations before the 6-30-72. Unless prov.hinml
decisions are taken in advance, this dats is considered as too
such delayed and it might partially neutralize the time ad-
vantages granted to Ecuador and Bolivia.

Any meaber comntry may place some products in their list of
exasptions, in which case, those products will not be liborated
acoording to the general schedules, but will be totally
liberated before the 12-31-1985 (Article No.55). Neverthsless,
for the thres lsrger coumtries, thess exceptions are not valid
for exports of preducts originated in Eouador and Bolivia if
it 4s demonstrated that in the last thres years thoss products
have boen significatively intervhanged with the country oalling
the exceptions and/or that these are prospects of aignificative
commeros in the ismediate future (Article Ne.58). Unless

/n
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Articles Nos.79 and 99 are’ applied agatnst Ecusdor and Bolivia,
thess two countries may find Article No.58 really advantadgeous

for their economies through the promotion of exports to Chile,
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AGENCIES OF THE A.S.1.A,

According to Chapter 11, the Agreement establishes that two main
agencies should be formed to regulate the application of the
mnty.‘ They are: the Commission and the Junta.

The Commission is constituted by two plemipotenciary repre-

 ssatatives of the governmoit of each member country, one

titular and one alternative represcntative.

The Junta is composed by thres tochnical staff members whose
function is to sasist the Comission, and their work will be
related to the interests of the subregion ss a vhole. ‘

In addition, the Agreeussnt specifies the conatitution of two
assistant cormittess (Articles Nos. 19 and 22).

The commission and the Junta have been formed and are ope-

rating notwmally, but the need of the assistant committees
is being discussed.

"
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9.5.0, TREATY IMPLUMUNTATION

In order to implement efectively the A.S.l.fe, it is required
an oriunted action by part of both, the govermament amd the
economic forces of each wewber country., It has to be pointed
out again the the A.S:I.A, means not only the elimination of
fmpory berriers among countries, but furtherly, it establishcs

a complete econonic integration of its members,

The constitution and operation of the Comnission and the Junta
are positive ateps taken to implement the treaty., But at the
same t.im «he economic harmonization is considered vital for
A.S.1.A¢) if it is not achieved, then the treaty will mot differ
significatively from the ALALC agreement, '

It is thought that lcuador and Bolivia, aa the less developed
ocountrics with the greatesé conoeasions, are the two nations
called to receive the best advantage from the agreement,
Conscquently, both should be the most interested in utilizing
all the means at toeir reach to push ahead in the interwediate
steps until the treaty becomesfully and surely operating.
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9.6,0, S[IUATION OF THE TEXTILE INDUSTRY IN RCUADOR

The textile industry was installcd and is operated to serve a
amall size country (even the two lurgeat companies oan net be
oonsidered, according to international standards, as wore than
wedium sise). It covers a very diversified line of products,
uasing all types of main fiber as raw materialas, In the lntesf
yoars it has been atinmulated by an active, non-official exchange
of preducts with the neighbor countries, whore the balance of
textile values has beon estimated in faveur ef Ecuador at 7.5
million dollars (14359) as the difference betwcen outgeing and
inconing products.

With very few exceptions, the companies belong to one or two
ouncrs and have family-type organizations. The Couadorian
industrialist is very individualist; he wants to rua his company
acoerding to his own idoas, net having to give explanations te

other peesple.

This menial approach hes atomised the industry. ECven wewbers of
the same family prefer to install separated conpanies instead of
considering the peasibility of asescistions for larger sime
oonpanies,

The desire and, in many cases, the need to be totally independent
fren the others, hae forced coupanics %o & complete and often
wnossnsnical integration. The mayerity of the teatile companies

M
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of any sise preducing plain fabrice have their own pinning,
weaving, and dyeing and finishing departwents of some kind,
wi thout much consideration en the ecensmic reasons of this
integrations, '

With few exceptiems, the organizatien of theu' ocowpanies 18 very
olowentary, with the goncral manager (ueually, the ewner) deciding
on all matters frow purchasing to sales,

In the latest years, the industry has been incerporating nachinery
and equipmont to expand its preduction oapacity and to improve

the final production quality. This fact, ocoupled te favourable
fereign exchange conditions, has limited first and revereod later
the flow of amuguled products which some years ago were iatreduccd
from neighbering countriea (Peru, Colowbia and Panama).  Actually,
the textile industry attends the necds of the donestic a.dl paralisl
markets, Practically, the tetal demand absorbs all the local
preduction and, fer some products, it may remain sone unfulfiled
domand,

Nevertheloss, this situation is censidered artifieial; sentils
products enchange viih neighbor countries could ohange drastically
by gevernucntal decisions and 0, it is oenaidored wetable, The
value of the eutgoin: products is estimatod actually at 9 willion
dollars per yoar; sems companiea have plans to eapand their pre-
dustion capaeity, apecially im hghbulk sorilie fiker spinning, te
1norcase even mere the velume of this marbet te Oslesbis,

"
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.bm,dymuﬁmmwmun-mum
p‘lm‘ﬂmnmu-uwuu&nﬂutdm
Aadoen Martet and to set thy haais on which the csnpany wiid
adapt 150 eperations to the now raquituments inyeend by the
tntormationsl maghet. All the other onypanics hate given very
24¢tie eonalderation te the new problons ofiiinated by the amivan
treatyy ia many esses, unfurtwately %9 often, 1t wae found
et induetry directors were net infuswsd on the doatcnte of the
tventy, The .40 mwet oUWl Gpiniens amewy thoee directere are:

a) These are Wt vortaintica that the treaty will be
' finslly enforcod) the difforcnses awn, the n be@
countrics are o0 wde that con net be wwethed oul
theough mepetiations, and the sdes of an Amdran
Marhet 10 oondoaned %0 & dead ond.

b) he Evusdurden teatile conpenice are o swll W
fase a8 Antermational market witheut epecial prudust
dovelapment or preperly talenced predustion. tew of
Shen ssuld japrove thsir positions by cnponsien and
wsdornisation, but they ave relustant %o cumsider New
savestusnts dus 0 e CUSRIRIS Wwwertaisty ta the
csuntry and their ignosemce shout whet o teatile
Andosn Magbet will reslly e T.oy prufer & soum
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an enpovtent pusition, ast tahing any decisien in
afvanee) if prablens dovelap, they will eonsider
Wam 40 6w Simee Amyuny, he sowsderian teatide

tadustry will have at 1%s preseat furm & very
@ f0soult b i1 48 to %0 owPvive,

Wis wy of Shisking so vory pordotouns, It koo to ' resnmingd
Wt porhape for metificbie reseans and cnuese e Caverweatal
astion wp 0 asv hoo bosn of limited help, Wut a4t the same time
s cosmmnie forees hove fatled % Sahe iniciantives and to

ot ioate with the sverawnt o prewste the adeplion of
cumstvustive and ponitive duciatens arvenived with the ehjectives
of Shw Actiel oA,

Sounder ie ant thw onl) couwntry hawvia: treubles in ite adaptation
® e Andoan treaty roguiremeata, The treaty, in cossnce, mcane
o fundessatal vhangs in po.icice, erpanimtions amd sctians) 4t
Wl do diffieuit » tuplesnnt, apvelally dus to the variety of
e neture of the weuber couiricos. but with joud will end
CBperetion 4t con ant o considered wiopien or iupgocaible o
ashiove) 100 potontial hanefite v4l) enpensate for the hasd werk
asednd %o iaploncat the tvesty and, wmisubtedly, eonetsitutes ene
ef ke wnst advanced ucomwee uasd She pruyrees of the eountry
tabee e the Jast yoare,

tnanvbile, by scamning %t e agresment will Aot e cnfereed,
aany tentile tuiestey diveotera ase %ahing & chanse which ot e
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ond may reeuwlt against their own interests. Their pesition should

be pesitive, bringing full cocperation to the authoritics and

delegatos cngaged in the implomentation of the treaty, The '
industry directors should join the .cuadorian Commission delegates

%0 diacuss with them what thoir position should be recarding the

textile industry, what mosaures have te be proposed and backed,

end what dogisions may be harmful to the industry, se the “cuadorian
dolegates may attend the neetings with the othor delegates with

full knowledge of the domestic situation and with preact obj.ctives,

In order to proceed in am intelligent way, the textile industry
dirocters will necd to join forcos, Some companies sre wmewbers of
the Asssciation of the Textile Industirimlists of Lovedor (.socia-
ctébn de Induatrialcs Textiles del icuadorj. The industrialists
will have te disrc_ard part of their individualism and achicve &
atate of cooperation among thernselves, and will have to back
hensotly, fully and actively their asseuciation in all discuassiens
with the troaty _exaisaion in all wattors related to the Andcan
Agreemeat implowentation in decisions teuching the textile findustey,

Astion on this peiat ia very wrgent) 4t haa % be rencihored that
to Comndssion will have te appreve befere the li=jl=N a list of
prouuste te be liborated by Perw, Chile and Oolombia in faveuwr of
Eowadar and Bolivia, and that the 1iet miyht include tentile

poeduste.

"
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DRAW=BACKS OF TIE ECUADORIAN TEXTILE JINDUSTRY.

The Cowadorian textile industry does not differc sensibly from the
Chilean er Peruvian industrics, Sise is the only significant
difference among theme BDut size is related to other inconveniences
which, in the loaz run, may become very significant,

Pollowing are soms of the drew=backss

a) Qwor or fanily dirvection: This is & very frequent set-up

tn Seouth Amorican textile induatry. But ewnership does not
secure manacement ability, ‘Al leng as operations are
Muited in size, and donand and oowpatition permit a fluent
amle of the whole production, management preblems will not
be serious, But acting in intemmational, high competitive
marhets, will recquire a diffsreat kind of management, with
e apecially suited type of mental approach.

®) Qrep-simplifiod oraanization: st of the conpanics shew

& very primry or_anisation, with very little planning,
budgeting and contrel. Lven if up to now this type of
ergeninstion has boon adequate, the enpansien of the market
% intermational eperetions will require wer~ & phisticated
oysbene.

o) jamalar: siahilitiss: T Jov velum of cales inplies
Sow-galary paying eapebility, Ia Lowsder, this problen

"
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48 solved by rewniting on the owner the responsibilities

of management, purchasing, production and sales, which

nerwally, if covered by euployees, will require the highest
salaries in the company. HLut the fact that these positions

a&re not and can not be covered by high-payod specialists
will place many companies in a difficult position if
operations are expanded to the Andcam iarket,

d) Quality limitations; In several cases, it was found that A

$he owners of textile companies were professionally trained

or have some knowledge of toxtile techniques. But in a
market that is constantly changing and developing new
production prboedurec, it is very important to oount witi
' high class specialized enzinecring help covering all
preduction dopartments, and including test laboratoriocs

and quality controlas, normally nen=existing actually in
textile companies.

e) darketing linitatigns: The lack of geed commercial orgaiine~

tions makos the majerity of the testile conpanies unfit te
doal in an international merket, '

It sslutions are given te preblems impossd by sime limitations,
it Lo obvieus that the Covaderian toxtile induatry will be in &
position atmilar te these of Chile's and Porwta, and this micht
% & geed starting pelat in ite adiptation %o the requiremonts of
e Andean liarhet.
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9.7.0. TINTATIVE ACTION PLAN FOR [iii TSNTILE I'DUSTRY,
RN DRI L C

Several potential solutions are available to the problems of size
limitations: the most suited to the Lcuadorian textile industry

a) [Dxpanding the aize of the companics: Tt is the moat direct systcm)

it permits the maintcnance of present individualism of oompanies,

but mormally will be out of rcach to wost industrialists due o

the large volumc of sdditional investments required, frequently

mt easily available, Cxpansions could be attained throu h the
installation of new machinery, but in addition, spccial oonsideration
should be given to the modernization of present facilities and te

to the tetal plant balance,

) llersceat lergers among conpanics (two or wore conpanies joined
together to form a lar;er new gompany, or the absortion ef one or
wore conpanics by a main one) are, technically, the most recomnended
and preacticod way to improve the aituation of & group ef conpanicae
Veually, the only investment required is the paynent of svue kind of
tanes, but the muin difficulty eften encountercd vhon & mar cor 1o
propossd ia the harwmenisetion of the mentality by paet of the ewnere
of the now cenpany, which in the future will have te act as partere
and net a8 aupreme homs f the erganimation. Uy jeining production
cquipnent, the firet and immediate result of morgers s 8 nov
oompeny with a larger and botter balanced preduction espacity than
wy of 1ts conponents, But at the sawe tims, if the eperation of
nerging 16 well stuiied, severnl other bensfits will be schioved,

lormally, the prepertion of inditeet ewts fren predustion,

"
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sdministration and salcs could be reduced, and the total costs

Joverod., Somctimes, the larger volume of purchascs will pemi.t

the obtention of lower unit prices, circumstance which may bocome
inportant whon doaling with raw materiale and some types of other
suppliea, The larger sales volumec might allow the new coupany to employ
hich caliber specialists us departmont heads or in other koy positions,
giving to the company the chance to improve planning, organization,
oentrol, eficiency, quality and market penetration, liergers, as
opposed to plant expansions, do not nced the effort to conquer a

larger or a new part of the warket according te the increased produc-
tion capacity; the merying companies nipht heing to the new company their
own shires of the market, securing to it am acceptable amount of sales
from the very beginaing of its life. At the samc time, copetition
amon; the morgin: cowpanics disappears) the joint forecs are, then
turned against the ether remaining conpanics, usually fron an improved
competitive position than these of the individual merging voupanicss

m;tn Sorvicess In this ayston two or rore companies, which
do et have tadividually the cconomic potoaticlity to do it by

thensslves, may hMre or contract, and share, tho scrvices ef
apecialists in any particular area. Expamding the idca, those
esrvices micht be previded by the Asssciation of Teatile Iduatries
of Eowader (Ascoineida do Industrias Textiles del Zouader) to ite
assher csmpanics by & foo, either, fined er preportiensl te the
cntonsion of the sstvices rn'orud. Por problons which are cosson
® ssversl oumpanies, or for tenporery sePvices, & cemenlting
erganination way be enpayed by the espanies or the Asssciation

on wpueliic avbjeste.

1"
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4) SRENER Seryices: An alternative %o the forwer prepeaition,
valid wostly when 4t is required to count with asme type of

apocial equipment or organizatien, not somonically justified '
for cavh compeny iudividually dus to the iavestwents er

cssmplications invelved, consists ii the forwation of common

particular departments or sections, such as quality centrel

and/er testing laburatories, dyeing and finiashing sheps,

-uuociu-r purchasing ssctiens and intermaticnal marketing
organizations, As Wefore, this system may be uasd by twe or

WEre cmpanies or suvalod-up te the Asssciation level.

e) Sansantrated Produsti n: If the other problems are scived by

e agplication of any of the shove propesed systeme, the sub~

) Pet of lov production capacity might be partially evercoss
by esmceatrating, iastead of epreading, the productien on
only & vory fou itames, specialining the cenpanies ia parts-
oular livw of jweducta.

But Shis aysten chould 4o talun With care, boceuse csupenics
ey boceme very ssnsitive o vardetions in conpgotitéen. Ome
'--nmunmnninwum
chould o mainteined ae ¢ rocsrve and She produvtion euitched
® then in the eventuslity of o Goep @rep 1 anldes Yolum pro-
Gousd by o changs of %he Genand ar S Gewelepuant of o stveng,
e eapotition.

In Gum camne, Whio poctaliontion auet b0 coupled Witk

III
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improvemant in quality and a reduction in costs to assure
a longer life in the production of the chosen line.

Of all ths systems proposed, the only one which can be implemented
individually is the first; all tho others require a closed coope-
retion among industrialists, either individually or through the .
Association. The first system, due to the capital composition of
the Bouadorian textile companies (usually, one or two oumn') and
the veluse of the new investments required, is cousidered very
édifficult, if not impossiole to inploment. bhiergers arc the wost
recummendsd procedures to follow, becauss they can provide integral’
eslutions to actual problems. The last thres systems give pulliatives
%o partioular and ssctorial problews only, but they may hc.ot great
valus 88 & compleweat for any of the other two systeus.

There 48 ne ideal or goneral systos that ocould be re. omiended for
the imdustry as a whole. Gven if most companies have sinilar prob-
Jews, their dotails are different. Consequently, esach company

has %o ovaluate its owm situation, capabilities, objectives ad
wilitagaess to aseume risks, and only after this thoreugh study a
eound docision osuld be reached in the sslection of the way te
Sollow. 1If this decision is for a werger, the other companies have
oo be also studied in detail and very carefully, and the affinity
with their owmers e woighted impartially to avoid later personality

*o

Vory ofteon, = not ene but a csmbination of the aystems doscribed,
with or without wedifications awl/er adeptations, will be found

"
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s the most suitable for each individual company. Also, associations

or weryers with conpanics in other countries of the Andean Growp
might be oconsidered,
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9.8.0. TENTATIVE ACTION PLAN FOR TIIS GOVERNWENT.

To sccure a successful Ecuadorian participation in the Andean harket,
the povernmont will have to develop long lasting economical and
paychological favourable conditions tending to promote a national
and accelerated cffort toward the complementation and adaptation
of the cconouic forces to the requircments of the treaty. The

wain and wost urgent subjects are:

- Tax Policys It is not always recomncndable to create new or
heavier taxes. The problem of budget balancing could be attacked
from two fronts; by a tight control of scneral expenses and by
the econonic developmlcnt of the country (which rcsults in

’ increased volume of collections from cxisting taxes).

It seoms that the whole tax structure in Zcuador deserves a
revision on modern basis, The systcm should be simple to
apply and universal in extension, if possible automatic and
difficult to evade. It lﬁas to be carafully planned, by
professionals, and valid with little or no modifications for

a long time.

- gmrnment Burecaucracy: The average transactions and negotiations

with the gevernment can be considered to-day aa very complicated,
Their simplification is atrongly recommended, Companics and

¢ | "
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individuals may avoid the need for long nogotiations with official
offices if governmental regulations are conceived for automatic

application.

Indu{rul Pmnot_iton Lawt As it is now, this law has lost most

of its appeal to industrialists; its only impox;tant part still
remaining is the partial liberation on import duties., The
reinstatement of a aystem of free tax profit rcinvestment is
considered necessary, even if some limitations in the proportion
might be established, Due to the need to take advantage of the
time oconcessions given to Zcuador by the Ae:Selen., it is

sugcsested to study a new law on the basis of decreasing reinveste
ing proportions, cege, W5 in 1971, 50 in 1972 and 40+ thereafter,
with carry=outs of the cxcess investuente from one year to the

following until cancellation. ilore properly, this systen may

be incorporated not to an industrial prowmotion law, but to the

goneral content of the tax structure on a permanent basis; dts
application has to be automatic, i.e., not requiring any previous

approval by part of the government,

Nergers, as one of the most important actions previcusly sugges-
ted, ocould be promoted by a reduction, and even a complete
elimination of taxes on this typc of operation.

- Exports Pro.otiont In mest countrios, impert duties on raw

WERNER
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watorials and intormal tancs are valid for dowcstic consuaod
preducts and transactions. ihon a product is oxpurted, its
imported rav naterial conteat is considered as “in transit”
while stays in the country during the nanufacturing processy
Consequently, cajorted products arc liberated from raw matorial.
fuport duties amd internal taxes by & dual system

a) Dpew-backs Consists in the reimburaswent by the
governneat to tho exporter or producor of the iwport
duties paid previously en the rev material content of
the products ‘The amsunt of the drew-back has to be
estinated for cach product, wid is nenaally stated per
wnit veight,

b) Jatornal texes rcinbursenents The internal tanes paid wp

to the moeat of the expert operation are conputed and

the amownt reimbursed by the jovermment to the exporier

or predwoer. Oummonly, it is stated as & porventage 0. the
2,0.8, valuo of the emperted woducts.

Sems times, both reimburscwents are wnified for aiwpliei ty and the
government Peturas a fined peresatage, 4.0, 15, on the FOlbe

"
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valus of the experted products.

In Bouader, the industrial promtion l.w centents an article
liberating, from impert duties, rav materials used in the manufac-

turing of producta %o bs sxperted. Dut Ats application is cemplicated
ad moetly valid for wll ssoured planned exports.

The develepment of a more prectical and sisplified system, of
amtematic applicatien, is strongly suggested.

Mdh“o%mtwwmuﬂdm o b
harasnised among the menber nations of A.8.1.A. Joundsr can net
vait until final decdaions are taken by the grouwp; 4t has be
' dovelep its o policies to mlp immediately its economic foroe.
in Sheir offert to propare theuselves %@ act in the Andean larket.
T sbaplify future hamwonisation, Lcuades way initially adept ly'“
and policies which, fitting its owm needs, are more or less alile
% thess ueod 4n She nost advanced menber coumtries of the treaty.

! | "
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The points that cach tentila compan) hee 0 review when sstimating
1te own position within the frame of the Anduan rafietl are the
asrwal vital peiate of any fndwetry: predustion veluse and
alanoin;, preductivity, quality, coat, eryasninatien, plamming,
merheting and fimmasing, Soveral ways fer tmprovin, the positien of
gndividual osipanies have beon weationsd previoualy. Wt it ie
ovidont that eus of the main ohjociives te ashieve will bo % Fescvh
at least ssandarda adequate to sompete With Gthur wowber coumtrics,

This objective may Pequire mcw invostmeats, Fe ardluse wiat sed vihon
is adopted for the preblen of sine. it this jivestueat say b
stven;ly reiuced i€ a well studiod verper 4o iuplemenicd, and Savew

reable jovcranent pelicies will crooure ¢ thwee rdificaiionse

lesking 4n concral at the influsice of the amioun treaty on the
Andustry of any of the wouber countrics, 1t is cvideat that tie
treaty will forve in ahort tive & neries of perfcciing wevos which
othorwiss will have an way %0 be tahen, but in & rather Jon eor
tine. Osnsequently, the troaty asuld be eemaidervd oo & healthy
ascelorating device as lony 88 the memher cowntries count with

the required financial pover 0 presead at the new pace.

The govermental and industrial sctien has %0 be cemplenented by
the Jaber furce., The wertere can net be Joft apart) they have
% b toached in the significanse of the tweaty, ea ite inflwease




wt

on the na.ion and ia the warking clase Lteslf, and the workers

Wil bave to sssume their part of rospensibilit) ia the ferm of
essporation to facilitate the reach of impreved productivity and
Mmality standards. The industrialints will have %o be resdy te
couploncnt this cssperation with additional traimin; ixcavae med-
will will be net ewouch A€ 4¢ 486 w0t accempanicd by juod crefte=
wpnehip. ‘ducation and retraining of the lalor feree could be
sssonplished by the soverwment thruugh a apecialised ajescy, or by
the industrialiste theaselves or with the help of their association,

The poveramat ea it part can introduce Werkor's bemefits baned
on highor carning for hi her productivity and qualit; of wurk.

It has %0 bc poduted out that 4f al! the abeove vo ditions are
fulfilled by the Ltwrdorian tomtile indwstr;, it will be ready te
oot wot enly in the ..ndoan Subere: ion, ut also in othor intocrmes
renal arves. The futuwe will be vory premining for all fudewae
Wialiste with apen ninds if they follew a carefully stvdied and
vealistic pian of astion.
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W 1.0 punteciion

The Kowsdurisn jossibilitica of cxperting teatile
products ave anal sed im tiis chapter, The
study covers arcas and products indd the aposific
vays in which the temtile Livdustr, mi; bt beat
take sdveatase of thesr o ortwmitics, and
programcs throu_iv which tae jovermeca. ai bt

surve thin ©h) L iive,

| A mm.mmm-mnm-m:m
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. 0.2.0, pect reguirorcats

'mpertable preducts of ray t)po should mcot basic rrquirenonta in
the intornational markets adaptability to the market dowand,

Quantity, quality and peice,

The prodict has to bc wantcd and & demand should exist or i it
bs ¢reated, The Mtu market has Lts own pwofercives, which
have to be reapectod and satisfiods Locull; aceeptod preducts
gkt not he fateresting in a foroi_a werket, Xxport reducts
wiiht be apccially produc | for that pur,eac, In Jenceal, it
has to Le accepted thit im all courtrics there 16 an cxistin, o
potential desainl for almost anythin,e Hor the case of . cumdor,
1t is considered convendent (o linit oxport eoanid ratiois te
products with dorands alrcad; establis. odj %8 prowote aud e
try to dovelap new waricts for now preduces in 1 £t to lar or

slime countries,

The cpjorted quantity 48 closcly related to the product demand sa
the forei n 'u‘unm. Voually, lerger papulations weean laryer
dusands and the need % preduve in larre quantstics,

e eapurted praduct quality should maoh the quality at whioh
e foreign varket is wasd %o, Nowmally, the M hot the otandesd
of liviag in a cowntry, the Mpoher ave th: Qulity atendards

rogeired, Conpetition ia Jow quality preaducts fo wavadly vory
ooute and often assentunted by amall deosal firwe. Genasguontly,

/H
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thstemaﬁrM*ﬂomnh-“unl
Mgk quality renges,

The price ashed ® the final consumer should be soveptable and
emjetitives 1t is noedicoss to say that those prives, demostic and
P.0.i%e are all different priccs, FeOolls prices need & apecial
osvputation] sowe tuzes valid for lecally snld preducts are wea
applicable and shovld be doduciod, but espert packini, trenaperiation,
dosding, eaport paper preparetion and sone apreific taes and

stenps simuld bo cvher ode

POl prices sre strongly tnflunnced by extre=induetrial fastors,
tn the form of povernoental rofubuPsciseats, Thoy vorrve, o to
drew-backs and dntoriail thg dovelutiaas, Thv-ne Pebnlaes nonts 1y
asunt 9 15 on the empart prive oy in other worda, tha 1" e
prive may be 11 lona than the oapert price drsired to bo Posvived

by the caporter,

Bufore resching the final censmset, e FeOebe price is Lnsrencnted
by several eharyve. adding froight, inawrance and vensuler fece

the Colo7. velue o obtained, which plus bigert duties, pert clponacs,
cmai satona, tars, JEpEPt papere proparetien, flaancial onpensea,
transpurtation snd wnleadia, Lives the final purehsstin, ot at the
agent®s stevh Feme Pinally, sdding ajent’s eperation and convernial
and diatrilution coots snd prefite, the consune prive io sbtatned,

P.0.8. 00 ColoFs cnponass are 18 the asdder of W,+j tupurt dutics may
voach wp o BP0: on the CoT.P velur) port ond tranapertation cupo ness
by areund 7"‘.

n
Cio e vl g“m.mamun-w:m



,3,0, Lyort oftussden of “cuedor

A detailod denoription of the export coditions 1a cusder i
Liven in the chaplur vorresponding to the ndrean | reenent, In
this para_raph, the cuadorian situati o is campacs) in froat of
two radn sroups of countrics:  Awdeon tecaty ionbers aa roap
naaher oncy aml the UsSene, siai anl “uropean conntricy s rowg
mwber twa,  Thoe fowr (i e, oft consid pPalionn con ard as

followm

”"“. - Trceduer ndr o e hilat oy arou awh e one {8 0o l“"‘"d 'n’ fo
—spens-csuneiens comanh

couatries of aluost the save charact riotis o0 onador: Coktoma,

wa, s and standards of livin,, Paccs, (nlture @ 7 i i, ctivat,
A1 thesa sfmilariticos tord to woifora canse ooy predacta one
Ges anon, thase counivicay ehances are that o textijs grosioet

eanufactured for interanl conauption 1o Cwdor world b owet)

roceived by the othor o atrics® sevlets,

Commntrivg in the socond Jroup are different pa by bapoctsg Just
M considering ona sinjle factor, climate, 1t cculd be socn thet
Jewador duas et preduce the tppe of winter clotios wom in thes.

conintrios,

It {a eatinatod that condor fn ot at the present in & favoremiice

situation to prodwo terlile proticts dn the UsSol, oF urvnan
fauhivne, ntyles and dost nae  Pron the peint of viev of | rodhot
sdaptability it vauld bo better for cunder to Lintt eppurts te
coNAtPica in Jrow aumbor emnw,

n
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”0,3.0, - AdtiL ctual cundorian temtile production capactty, in the

way An which it dm or anized, Aa yuat lar e cnou h te satisfy tiw

bocal raptel witiun the current strwetuee of | rodae tion wd

imperts,

If exports hive to he accoplishd witiout w Joctan, o local
wagkeat, an adii 1omal production capactty hes o e ercetuds Plat
o} -ansiuns are the cloncst altematives to this problens ot
witdl a fivy and constot flow of exjert d prdact . 18 ohlabivd,
the heat minction to the productica o pacit, prohlom will be S
frgrowe productivity, ef ficien,, cguet, eat iodernization o
badancing, scconypanied by a g techoloprcal devely daa

Aot sta,c plant expe iions may teke place,

Onnetderiag the avorage sz Of the . oadorian v xtile o jaaies
1t s 0 be aocoplod Lhat any miccasstul offort (o str i
production cajacity wall readee Pesodts wiich v )i allev ol
swvill 0 rvk-rate vl os of expertable prsdicts, which vould be
tnouffi tent for doals vith countrios in Jrowp muesbor 2 pecially
A poudwet ()pea are liuitod ac.ording, (0 the provieus pure raphje
Vonavqueatly, frem the puial of vicwy of wporiable quantitics 4t
will b couvinient for cuader to linit eprrationa W countriea

in the Julean area,
5,5 = guu]ityr berta; the course of thia atwly, samplve of tcatile

products wre tallectod and sont 88 tho Uilidey ‘wrape snd Amdlean
eountries for enandantion and price omvparison, The rvaulte of

I
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of this fnquiry have bron that the icuadorian textile product

quality is at the average lavel of the monal countries, but is
rather not up to the standards required by the nations in grouwp
mawber 20 Cvon if the differcnces with the secoad group were

mot toe much pﬁ!ﬂ.&uxrud, it is estinated that to perfect quality
to the finn details doianded by this Lroup the burden that would
be placed on textile couwpanive would be unbearable and Qi spropors
tionnted to ticir aize, Opnsequently, from the quality view point
5t will bo recarviendable te liwit ‘cuadorian cxport opcrations e
the Andcan sone,

30.3.4. - tpiget Pricey mpoacially for the everyday type of products whick
are hein, considored here, ie one of the west iivportant factors

in decidin; succoma oF failure in an efport opcration,

Prices of tiw awples nentioned in tae for :r pere raph were

anal;zd aid coparcd te those of ainilar products sn roups nusher

) and 2, e .cuaderian products proved to b oo petitive ajoinet
omiatin, jrices in srowp awhor Je I drawbacks in quality amd pwice
e put tagethor it io nvadicas t0 any that chaes te exjort teatilde
pruducts te m VeSeie, Jwrupy and Asta are ail,

A price conparisen for countrios ia grvoup nasber ) fo _ivea i Tablo
M°3 . % indom wysten de weed and Louadur single prices sre tekun
o8 the basis (MV)s Disrc anding liulivia for apocial rwasens, it
wuld be soen that pricoviar Scundor 1o in & faveureblo pesition to
eqpart teatile preducta te Chile and Perw 4f the \ndoan Treaty

"
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is implowented and those two countries clininate iuwport dutice on
Yeuadorian products, or all the sampleslisted, Chilcan and
Poruwvian prices are B her than for cuador, ‘evertheless, i¢

hus to be remenbered that there ape several export cxponscs wvhich
will not be climinated and accomnt to about 15 - 20, on (e Be
prices, Corscquently, it could be said that, in peincipls,
exportable prolucte are thor: having price indexrs hijher than 120
in Chile and Perug  dinderes in the pange 115 = 120 indicate
doubtful export possibilitics, and inderces lower than 11 corrcapond
to products vhich will bhava to be disregarded,

The lowoer price $ndes for Chile and Peru ia MWiie It {8 ostivated
that cven for thore products & price review will allow codor te
devel off prices w1 mke it jessiile to xjort all the prodocta
listed s Tahoe 5 3 to Chile aad Perus Jorcov r, & dev";-‘r s TIve
readjustment ni it place alwo Celo bia at the reach of the

Sowadorian cxporta)  thore are fav: Ueleabiaa products with riee

tndoncs of .7 oF otu,

The apecial concussien to he received by cuador fron the ether
Andoan Treaty menleees consiniing in the clinination of the iwpert
dutica on [cuadorian caports has boon wory decinive ia the analysis
of the emgort possibilitios of thin cowntry So Chile and Pora,
Nevertholens, the Sroaty convession will ncod thevne yrara for
Smplemcntation and the above vonclusions are ant readily applicable
at the wmwat, 'ftheut this concuusieon the engert pessibilities
wsuld be ail, as previously commentod for the emmtrics in roup
wadber 1,

14
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Per furthor comparison, Table N°]1 includes Argentincan pric'u indexes
and, according to former concepts, it could be scen that exports to
this country arc not feasible due to the import duty barriers, '

Laports misht be promoted in several vays. Draw=back and tax
reimbursoment is ocie of the moasurcs that could be taken by the

. govermwont which will affect prices directly.

In the chapter commonting the andcan agreenent scveral su; rstions

and slternatives are siven to help in solving thc export problen,

Tahle 1® § .ives & price coaparison between Be dor and the Useas
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TARLLE N @

P & H W Y Velenre
L
Sheeting cloth &7 24
Printed cotton (V) 20
Cotton pupcline 2 </
vayon Maivg ¥ 24

Hotot  Prices ave PeQols factor, 10 cusdor and Usie,, F oootal

Facttia; and othior cxport capeasaa ant 3 acluded,
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