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Explanatory notes

Value of the local currency

€ = Cedi

during the period of the project in terms of US$:
57 € / USS,

60 € / US$ from 7.10.85

Abbreviations
CBS Central Bureau of Statistics
M Million
MLM Million lincar metre -
SUL Special unnumbered licence
TGI Textile and garmenting industry

T™T Thousand metric tons




ABSTRACT

The work on this report “Assistance in plan preparation for the textile
subsector” within the project DP/GHA/82/030 was initiated end of August 1985
and terminated in December 1985.

The Ghanaian TGI was judged to have sufficient operati.nable equipment
and more than enough free capacity to be run without major replacement for
another 3 years. During this time the most profitable use of the scarce

foreign currency is working capital for inputs to increase capacity utili-
zation.

The import taxing system for used clothes should be revised to give
the garmenting manufacturers a chance to compete on the market.
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INTRNODUCTION

The main objective of the missioz is to propose a subsectoral
programme for the Textile and Garmenting Industry ( TGI ) to enable the
Government work out a strategy to carry out and coordinate the necessary
measures for the implementation of appropriate pclicies for the

revitalization of the Textile and Garmenting Industry to the advantage
of the country.

This objective when translated into the assignment generated the
following questions:

Is it viable for Ghana to have its own TGl ?

Is the capacity of the TGI adequate or excessive ?
Is it feasible to close down certain factories or
certain levels of production ?

Is the equipment obsolete and must be replaced ?
What are the main bottlenecks and constraints ?

What can be done for the revitalisation of the TGI ?
What steps shall be taken in the next 3 years ?
_____ How much foreign exchange will be needed ?

The main sources of data had been:
Questionnaires prepared by World Bank
Structured and unstructured interviews
Statistical reports

During the first two weeks of the mission the expert was attached to
a group of consultants who were collecting data for a World Bank study.
Together with Lhem the necessary data was collected through questionnaires
and structured and unstructured interviews ofa 90% of the Textile and
Garmenting Industry.

Aftar the two weeks intensive data collection several other visits

were made to some companies together with Ghanaian counterparts to collect
more information.

Data was also collected from the following documentary sources:
"Reo.'ganization of the Cottor. Development Board
" & 1ts effects on tha Textile Industry”. By B.B. Lal, UNIDO
Adviser, Ministry of Industries, Science and Technology, Accra,
Ghana.
Report on "Textile Sector by World Bank Techni.:al Team"
by B.B. Lal 2nd April 1985,
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Files of the Ministry of Industries, Science and Technology
Extracts of the Textile consumption of all countries on the
World computed in “FAQ, World Apparel Fibre Consumption
Survey" June 1983

_____..!2. The figures for Ghana do not tally with the figures of textile

consumption of Ghana for that same period computed by Central
Bureau Statistic (CBS).

" External Trade Statistics of Ghana, Central Bureau of Statistic
statistical service Board, Accra" 1976, 1978, 1979 and 1980.

Jute products are made at GIHOC Fibre Products Company Ltd in
Kumasi. This operation is self contained and does not impinge on other

parts of the textile industry. It therefore is not taken into further
consideration in this report.




I. EVALUATION OF THE PRESENT SITUATION

A. Capacity and demand

It is expedient in the light of the present working conditions
of the machinery and equipment in some of the Companies and in the
light of the present low capacity utilization to introduce in this
report two different levels of full capacity namely capacity I and II.

C apacity I is used to describe the optimum capacity of plant in
its present conditions without undergoing any rehabilitation exercise in
the short time period.

Capacity II is used to describe the optimum capacity that could
be achieved if the installed equipment were reconditioned without major
replacement.

The Textile and Garmenting industry could produce at present:
1.66 kg per capita with full capacity I and
2.28 Kg per capita with full capacity II.
In 1988 with a possible population of 13.34 Million, the
corresponding figures are:
1.34 kg per capita with full capacity I-and
1.84 kg per capita with full capacity II.

These figures must be compared with the per capita textile
consumption of
2.95 kg in 1977,
1.22 in 1979 and
1.44 in 1980 according to figures from CBS. ( See annex 1 )

The low reliability of largely differing figures on per capita
textile consumpton allows only lirited conclusions {see annex 2).
But also, if for 198% we tock into account 70% utilizetior of capacity II
(20.1 T™T), only 1.5 kg per carita textile consumption could be coveres
by local vroduction, which would be much lower tharn local dermand, not
considering any export.
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Cavacity

SEIFTS Cavecity I Canaeity I1
avaiIaEie in avaiIaS%e after a
a short time certain tize
through thorough
{ maintenance but
level of i without major re-
vroduction i vlacements
| MLM T™MT MLM ™T
stinning (yarn) ; (8.7) (12.5)
TR T - i ) . .
weaving 3 L 76.5 12.2 1c2 1€.3
knitting 2 E 6 2.5
total industrial i '
fabric ' 18.2 2L.8
R— - {- vt e - el wm ame. e o vrme secmmer am a e s . - - . - -
$
fabric vrocessing (2) - (€9) (11) C(98) (1.5.7)
i3 ©103.5 (16.5) ;147 - (23.5)
—_— - - P gt o te = o . B —_—— . .
Kente Cloth RS ; 2 : 3
— ' - i
Total fabric 20,2 : 27.8
Garmenting ; 1 . 1.5 M s.u.* (1.375)2 it
: 9.375 M a.u.
Cther (roves.mats,
etc) 13) .5 .7
Total Textile
Production Cadacity 20.7 28.5
m - = .

* g,u. = standard unit
a.u. = absolute unit

.actual garmenting canacity is substantally higher by the fact, trnat
many hundreds of additional zewing macnines are workinz along the streets
in tailorines of 1-4L machines each.

rfootnote: Figures im ( ) do not add to the total,
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Ass. lad., minutes 30.11.84
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B. Equipment

The layout of the factories visited is generally well planned providing
a reasonable flow of material. Most of the equipment including some second-hand
were bought between 1964 - 67 and 1976 - 79. In Europe, the older part of the
equipment would have been replaced because of its high labor intensity. In Ghana
with its much lower cost of manpower a replacement of equipment for this purpose
is not yet indicated. For technical reasons there is no need for an immediate
replacement either. There is enough machinery which can run economically for at
least another 3 years in capacity I.

During this time, only emergeacies, e.g. broken down bottleneck machinery
but rot looms, spindles or sewing machines, should be replaced. The scarce
foreign currency should be concentrated to purchase raw material for incieasing
the capacity utilization. This would enable the TGI to save money for replacing
its machinery later in a well planned manner.




1 Quantity
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C. Production

 Utilization ) Utilization
1984 . of capacity | 1985 estirmated of capacity
i .
level of Production I . II Production I T II
aroduction SRR, S PR KLY ™T I
S-inning ¢ (3.256) 37 | 2% (4.65) 53.L 37.2
5 _ |
weaving i 21.4 3.3 28.1 21,1} 31 4.96 3.7  30.4
i
knitting - .21 3.5 2.4 ! 3 5 3.5
' |
. 1
srocessing 12.75 20 1.6 | 31 32.6 23
I
Xente cloth 373 1.4 13 oL . 2C 12,3
Garmenting . 159CCO standard 11 - 17C0CC stzndard 11.2
units units
- IT31C0CO sbsolux T023CCC absolute
: units units
Total
textile
croduction L,123 2C.1 1z.%8 35 23,2 zC.2
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2 Quality

The quality-standard of TG! products is too low to be competitive on export
markets. On woven fabric, for instance, management of several factories consider
2 level of 20 defects per 100 meters as normal. However, on the export markets, a
number of i0 defects or more per 100 meters can not be sold a: first quality. The
average number of defects should be 5 or less per 100 meters.

The way to improve quality to such a standard passes through all levels of
production, from purchasing and testing raw material, to setting and adjusting
machinery, reparing breaks in spinning, weaving and knitting up to the final in-
spection. Such an improvment needs specific efforts of the management. It takes
about 2 years to reach such a substantially higher level, if improved super-

vision and monitoring is combined with the implementation of appropriate
training programmes on all levels.

3 Productivity

The productivity (output per manhour) is low in comparison to world
standards.

The lov cost per manhour did not yet force the companies to stress upon
labour performance. A daily quantification of the performance of the
individual operator and relating this performance to his pay with a possible
premium in addition to the normal wage (= wage incentive) was only founéd in
one company. Productivity as well as quality can be improved by such a
measure. Productivity of indirect labour and administration is also low.

It cannot be quantified as eesilv as in production. However, it can be
enhanced by qualifying the performance of each subordinate by his superior,
vhich should be one of the duties of each supericr. The results of this
qualification have to be comrunicated in a personal talk between superior and
subordinate once or twice a year. In this talk strengths as well as weaknesces
- should be mentioned and the ovjectives and aims for improvement in tha nex.
period should be discussed.

This procedure needs good preparation and some experience. In return it
is very effective and could for instance make possible an improvement in

marketing activities, quality control, production planning and management
information with the existing staff.

The implementation of a well-thought training programme from floor-level

up to top management is of considerable importance for the increase of labour
productivity.
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4 Production costs

Raw materials, chemicals, dyestuff, fuel:

L oresent and in the near future, Ghana has not yet the advantage
to use domestic lint cotton in a large amcunt. It is in a similar pecsition
as textile producing countries which have to buy their raw material
on the world market as well as chemicals, dyestuff and fuel.

With the existing scarcity of foreign exchange Ghana is not in a
position of a strong and potent buyer. It normally cannot choose the
optimal moment of purchasing and therefore sometimes has to pay a
higher price.

Labor:

Except for skilled labor, there is a surplus of manpower.
The cest of an operator hour in Gnana is low. ( see annexes 8 + 9 )
This acvantage for the TGl is partly set off by the low labor productivity.

Maintenance, spare parts:

Since the need for spare parts can never be predicted precisely,
management should either have some surplus in stock, or on the other
hand it should be possible to get them as and when needed. The big ¢istance
to most of the equipment manufacturers and the administrative require-

ments increase the costs of maintenance and the costs of equipment being
icie for the lack of spare parts.

Equipment:

Equipment and machinery are procured from the same sources as
textile industries in Europe and Far East. If there is a choice in
purchasing there should be no difference in price.

The effect of capacity utilization:

Both, tne favourable labor costs and the higher capital costs should
tforce tne Ghanaian textile industry to use its full capacity. That
means making advantage of the low cost per man hour and saving costs
on equipment. At a higher capacity utilization, the fixed costs can be
shared by the higher production, e.g. working in 3 shifts instead of 1,
the fixed cost per unit can be divided by 3.
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Tke table 'Hours of operation of equipment per year' (snnex 10)
shows the conditions in different countries of the world.

Unfortunately, the high inflationary spiral throws out of
gear calculations made to cover the costs of depreciations. This
has an adverse effect on the manufacturers in that they do not
have the money at the right time to replace the equipment they
have. That means, depreciations have to be calculcted every year
as a percentage of the actual replacement value for the existing
capacity. In other words, depreciation should be considerably
higher calculated as a percentage from the cost of machinery in
cedis acquired many years ago. So, the necessity to fully
utilize the equipment was not reflected by the amount of de-
preciation ir the balance sheets of the companies. The actually
calculated depreciation 198k is 1.6% of the sales.

To recover the invested capital in terms of replacement
value, about 30% of the sales would have teen necessary for that
purpose, mainly due to low utilization of capacity I (28.1%) in
1984. Under the assumption that the utilization of capacity I
will reach 67% in 1988, the depreciation on replacement value,
being constant in absolute figures, will reach a share of 12.6%.
The replacement value was estimated as follows:
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Production costs 198k:

In the table 'Production costs 1984' the recorded production
costs of three integrated companies representing about L8%, are
used for evaluation of the total spinning / weaving / processing
capacity due to lack of other data.

The 1984 cost figures from Freedom Textiles, Tema Textiles
and GTMC which have been computed by other comsultants, are used
as & basis to estimate the costs of spinning, weaving and processing
in 198k. The individual figures are added in column % as a total
of the three companies and extrapolated in column 5 to the total
198k production of 21.4 MIM.

Line No. 12 is the total of the lines No. 6 to 11.

Line No. 13 is the difference between line No. 5 and line
No. 12.

In line No. 17 are the present calculated depreciation
costs vhich give in line No. 18 for each of the companies a
profit before taxes.

In line No. 19 the depreciation is calculated on the basis
of replacement value vwhich is considerably higher.

Line No. 20 indicates therefore for two companies a loss
instead of a profit before tax.
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Production costs 1984

D D D D
Company Freedom Tema Tex. GIMC total of ext?ﬁﬁolated
. the 3 to total
~ companies - weaving
. H " production
2 Production MLM 1.12 2.8 6.4 iz 2t
.. .. 'o00s 000  1000% ~_l0008 . 1000 S
5 Sales 1358.2 4129 A326.5 E 13813.7  28644.7
6 Raw material 478.4 1196 2102 ; 3776.4 |, 7830.9
7 Labor 60 266.1 1021 v 1347.1 - 2793.4
8 Dyes & Chemicals 188.4 473.2 588 Po1249.6 ¢ 2591.2
9 Spares & auxilliaries 172.1 344.3 447 . 963.4 ' 1997.7
10 Power, energy, water 60.3 320.1 579.7 -  960.1 i 1990.9
11 Other - 19.2 135.2 189.8 348.2 | T713.8
. o Tk ett BECRIE i &
i
12 variable costs 978.4 2734.9 4927.5 . 8640.8 § 17917.9
13 contribution margin ' 379.8 1394.1 3399 : 5172.9 1 10726.8
—_— . , -
14 Administration and - l
selling expensies 140.8 630.2 1218.3 i 1989.3 ! 4125.1
15 Financial charges 23.1 51.3 86.5 ! 160.9 ] 333.8
. - - - e - - - . .. f
16 Cash flow 215.9  712.6 2098.2 ; 3022.7 6268
— . ! ,
!
17 Depreciation 19.2 154.1 44.1 E 217.4 450.8
18 Profit/loss before tax ; |
with actual depreciat- f
ion 196.7 558.5 2049.8 2805.3 : 5817.2
19 Depreciation on : ;
replacement value 540 . 864 2754 4158 i g622.2
20 Profit/loss before taxgj -324.1 ' -151.4 ‘ 44 .4 -1135.3 i -2354.2
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D. Market

The Ghanian textile market is out of belance. World Bank
report March 85, para 4.0l ~ 4.03 desl extensively on the above
subject vhich need not be belaboured here. However, one remark
ought to be added in comnection with the comparatively small
purchasing power of the greater percentage of the population and
the considerable amount -© secomd-hand clothes sold on the market.

Usually the only costs for the dealers are washing, sorting
and transportation. Under SUL imports, they are taxed on their
value and because this is nearly zero, taxation is very low even
if it is 30% import tax and T0% sales tax.

For that reason second-hand clothes have taken over a big
share of the textile market paying very little taxes and leaving
the local manufacturer, vho has to make much higher risks than a
dealer, any chance to compete. A change of taxation basis from
value to kg would bring the Government more taxes and the market
to a better balance.
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E. Allocation of toreign exchange

Due to the shortage of foreign exchange the Government has had
to adopt a procedure whereby foreign exchange is allocated under specific
licence by the various authorized agencies by the Bank of Ghana. The Bank
of Ghana provides the foreign currency at the existing official rate.
Presently with a rate of £ 60 to 1 US§ and with even an import tax of
30 % the § still is cheap. From the analising it is immediately apparent
that imported input cost only about 50 % of the open market price and
therefore are heavily subsidized. On the other hand this proceedure
increases costs considerably because the flow of allocations of import
iicence is not regular and certain. Besides the receipt of an import
licence does not mean an automatic establishment of letters of credit
within the expiry date of the licence. The above situation complicates
en effective production planning.

Once a letter of credit is established the company has to bring
in all its needs at once. This leads to high interest and storage
costs because sometimes goods are taken in which are not immediately
needed.

Import licence have a validity of 12 months. If goods are not
purchkased within this time the licence expires.In view of this purchases
-are made in a hurry and in bulk regardless of market trends. This prevents
companies from a careful evaluation of factors considered in making

economic purchases.

According to some recommendations allocations for foreign exchange
for inputs should be concentrated on companies with high value added.
This is a very dangerous measure because this can be a decision about
life and death of other companies without considering the implications

on the structured developcent of the national economy. The criteris for

allocations for inputs should be determined mainly by the requirements of
purposeful economic developzent.

The present 7 points system for import licencing and foreign
exchange allocations has its full justification. Some of the factors
might however have undesirable effects which have to be re-evaluated
over the years:

___ "The average output ratio” might well perpetuate an existing
imbalance or injustice.

"The average revenue paid” favours industries as tobacco and

T brewerfes, which do not necessarily improve the health of the
population and whichshould at least not be subsidized with cheap
foreign currency in terms of the official exchange rate.
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___ "The average local raw material utilization® and “the average
import licence utilization" might encourage companies tc import
goods which they do not urgently need.

____ "The average employment ratio® favours inefficient companies with
Tow productivity.

___ "The location™, combined with "the average output ratio * might
increase the privilege of rural areas to a too high level.

II. RECOMMENDATIONS TO REVITALIZE THE TEXTILE
AND GARMENTING INDUSTRY

The TEI is heavily burdened by the existing system of import licence
allocations and infrastructural shortcomings. A detailed evaluation
thereto and recommendations to improve the situation are related to the
economy as a whole. They cannot be judged only from the viewpoint of a
single subsector.

A. Taxes

Taxes are not only a means of generating the necessary revenue
to finance the government activities, but also a means to regulate to
a certzin extent the economy. For instance high import taxes can be
adopted to discourage importation of such items and thereby protecting
the local manufacturers. Presently, the TGI is seen in an unequal
competition with the sellers of 2nd hand clothes { see page 17 ) which
are brought into the country at very little cost. To attempt to create
a fair market competition for TGI it is being proposed that the tax
basis for 2nd hand clothes should be revised-
In this connection the tax basis should be changed from value to kg
and the kg should be taxed at least US$ 3., which is more than the
value of lint cotton, but less than the value of yarn.




k. Promotion of exports

Immediate succes can not be expected in textile exports
T A climate favourable to exporters should be created
T Exportation should be made attractive by offering a
~ realistic exchange rate.
Policies in pricing and distribution should enhance
~ competition, improvement in quality and increase in
productivity.
There should be more improvements in the infrastructure,
~ especially in communication and transportation.
The function of the Export Promotion Council as a promoter
T of exports can be better achieved if the Council concentrate
on:
Collecting market information in prospective export
markets,
Liaising with the Trade Attache's in the foreign missions
to gather information for prospective exporters,
Effectively coordinate the promotion of Ghanaian
fabric as African Prints and Kente Cloth.

C. Supporting measures

The higher and more constant capacity utilization produces automatically
a higher productivity. More competition on the market motivates the
management of the companies to improve quality of products and to increase
productivity.

This could be supported by the Government by introducing productivity
comparisons between the different units of production of the whole textile
industry. This also coulé be done by manufactu-ers associstions.

~ Such comparisons can compare the productivity of each step of production
between the different mills to make managers know how their own mills

are operating compared with others. These comparisons can also be extended to
cost comparisons.

The suggested measure is considered to be an effective way to improve
the competitiveness of the Ghanaian TGI. The necessary direct measures on
technical and managerial levels would be initiated by the mangement of the
particular companies itsself. All the existing facilities as "Management
Development and Prod.uctivity Institute”, "Standard Board”, "Tema Technica
Institute”, "Export Promotion Council”, etc. would be used with more
efficiency on the companies own initiative.
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ITI.  SUBSECTOR PLAN OF THE TEXTILE INDUSTRY 1986 - 1988

A. The strategy of the subsector plan

The aim of this subsector plan is to achieve an optimum of
results with the limited foreign currency available. The chart *Plan of
production 1986 -88" shows clearly that in the present situation it
makes no sense to rehabilitate the existing equipment beyond reasonable
cost.

In addition to saving money by not replacing equipment in the
next 3 years, rehabilitation costs which exceeds more than 10% of
the replacement costs of the particular machine should also be
concentrated on purchasing raw material, because the capacity available
is big enough for the possible increase in production for the next
3 years.

A1l the different levels of production are planned to increase.
First priority was given to spinning because it has the highest capital
costs and because it makes sense to spin the yarn in Ghana instead of
importing yarn as long as ‘there is capacity available for spinning
production. It is planned to increase spinning production up to full
3 shifts of capacity I within the planning period whilst the weaving
production should utilize 2 shifts of capacity I and the knitting
production 33 % of capacity 1.

Second priority was given to Kente and Adinkra weaving because
it is highly labor intensive industry. There is much value added on
the Kente cloth and it is a potential export product the exportation
of which could be increased.

Processing and Garmenting are not particularly planned because
they are profiting from the increasz of fabric production. The higher
demand for chemicals and dyestuff as well as for accessories for
garmenting is calculated in the plan.
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sxplanations to the Textile Subsector Plan

Basis for this plan is the yesr 198.., Both allocations and
oroduction »~re based on actual figures.

For 1385 »roduction figures have been estimated and the allacations
have been distributed where this wss voszible, otherwise the
distribution w=s made suitable to the zroduction.

The number -f the different columns also are indicated in tne

tzble "figures to Pi=n of Production’' and "Recommencded Ia-ort
Licenc:z 2llzcations for TII".

Cclumn 1 : Domestic lin® c2-ton. Tor 1 27 a sligat increzse is
estimates, fcr 1286 - 8% a develonrent whica doubdles
more or less eaca weszr. For full cavecity I tze 17772
maxinum ~roduction of 4 TMT is c¢zlculated, for full
capacity II 7 TMT, which is slign:ly less than half
tae s=inning cavacity.

Columz _: Foreign currexzc~ for inputs: $ 0.7 / «z liant cotton
Sce z2anex 15

Colu=.: 3: Zor vlza: columz S5 _ coluan 1. lan :=d2 fitres :

H

W
3
W

Column %: ~For nlaa: $ 1,77 =er =z lint coiz:

Column 5: Rzw ma-erizl for spvinnig nills = column 1 + colu=n 3

SJolumn £: <Jolumn T -15% wzste = spinning -rocusztion = col 30 for »lan
Column lo: Imvdort.d cotton yarn = 357 of imoorzed varn, sare as 1°°%a

Column 11l: § 4,3 =2r z-, same 2s ia 1724

Column l:: Imparts? yarn fm man made fitres = 4- o7 iwvories yarn
Column 13: $ (.21 rer %-

Column 1liL: Raw -<zt2r’sl for we-rvias znd “nittin
Column

, Sa~e 2as in 177,

columns - +1o0+12

1= U
]}

1 : /e-vin- nad knitting oroduction = co

Column 1-: Ianort of srecisl f=zbric not oroduc2¢ in Ghana,
Foar 1772 from col 17 calculzted witn 129 g/=
For polzn snlv slizht _ncrzase up to o.1 Ti7

Tolu~a 17: Z2lurn 12 : 0,1° '

Column 18: 3 £€.7 nzr = fabric

Colurn 17%: Total fztric ¢21 1% + 17 = basis for :-rren:tinz accessori-s

Column 20: Column 13 « 0,9:205

Column :l: 3 3.9 =2r :z colu~n 2o
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S 2.2 ver zg vrocduction fahric (15) an- others (47
Increasinz amount > s~rreparts 2a4d auxillirries

with incressing oroduction. IZn full cadzacity 3;5

of replacement value,

In the next 3 Years allocations only {or ewerrencies.,
Jdorking witn full capacity and normal financial
*dssibilities, service life of ~achinery is estimcted
with an 2ver-ge of 1 years. T.erelore as amount of

€.7% of t-e rzolacement vzlue is czlc.lated.
Columns 31,3>,3 ,41l,4L and 1 indicate the p2rcsntzge ol taz
utilization of canzcity I of trne different levels
of »roduction. Planning is startsd with tnese columns,
and in
Columns 30,34,37,42,43,46,47 and 50 tae c:antities are calculzated
wrich are used to calculate tre imosr-t licence allocz2tions.
Colunn 3%0: (svyinning vroduction) is use? in nlan for col 6.
Colunmn 4:: roduction of fakric is used in plan for col 15.




Full capacity |

Full capacity 11

<

Allocations
for input:

“8

|
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B. Textile Sub-sector Plan (page 1)
1. Plan of resources
R € S
x x S . g 2
5 B |2
S - é 8 C?) e = : S ® |s s
- o g .o » +
38 @ z & % |0 o |® <
kotal fibres yarn importted total yam fabric imported rlscelln!us
-]
s
'S L E?g M
, g # o - g Eé a3t EE
> e at 2 Qg § }
E g & se (& %83 g fsszb BE
|leo|l@| (@ || ||| V¥ @ & D
1AL ™I ™I M$ ™I MS ™ ™ ™ MM L} ™ : ™ M$ ' M$
3.34 | 2.88 n 3.1 .64 2.7 4.2 4,07 | .064 .4 A4 4.4 ; A 4 .e
5.2 4.42 n 15| .44 2.7 577 | 5.6 |.06 351 .4 5.6 A 4 4.14
............................................. - ————— - L
6.75 |5.74 .9 4 .76 3.2 7.4 7.8 | .07 47 7.25 .16 .58 | 5.88
8.47 | 7.2 1. 5.68 |1.12 4,72 ] 9.64 | 9.35 | .08 .53 9.43 .19 N 7.6
10.23 | 8.7 2.13 9.45 | 1.8 7.9 | 11,69 | V.4 |.09 .6 11.43 .23 8 9.3
10.23 | 8.7 64 2 5,56 23.83 |20.82 |20.2 |.) .67 [21.2 43 1 1.9 | 6.5
14.7 12.5 8.3 38.7 7.43 3.3 28.66 |27.8 | . .67 |28.8 ! 9 | 2.2 2.8




I.

production and capacity utilization

B. Textile subsector plan (page 2)

Plan of i II. Plan of
resources '
L. g E S % £ ¢ EE o EE £ E
! E ~ 9|2 2 4 9 E o N @ EE | B w N a8 o
| i a ©$ = | w 0 Lo . o o * & N ™ e ? c: @ . .
_ m. K " " g 'C-S " " 0 " " " ] " @ e >4 " e
: Y T+ @ E L ] .. < L o] L * a®r ] » e 8 8 @ 8 8
>y 8 8|1@ ® B B g 8B 8 B 8 B |95 - = = =
gl | Yam fabric woven fabric knitted | total industri-| Kente cloth 2 | others Tota) production
§;._- E g | + processed + processed al fabric .E (Ropes, Mats etc) of textiles
-—— i -
§§.| 38 '3
& E’ g';. capacity capacity capacity " capacity copacity | capacity capacity
1 | 1 I L T o u| v o1 1o 11 '
D DD D R|D DD |®|DBDD W |E @ |4 @ (@D @ 4 @ @S &) |82 5
NS us wsjwr lx fx fmmjor| xfxjmjsix w| %y vl x| %8 [ ™| %] % '
2 1898 3|3 (% |24 [34|ma|a) 5] as24] 3|2 | #8194 (13 428|028 20 | 4168| 2.1|16] 194
, ,
219, 0465 |83 (7 |3 |a%|2.2[ 043 ] 53552 BI 4 20 [133.56|.2 |40 85|58 2.2 20.5] 195
-— 4- cqme aom - ——e ! .
T r L 1 » )
5 {1 300,57, 3.625 | 5.86 | 48 IR 6 2 j7.18 |.205] 49 7.425 6.9/ 25 | 1986
] |
6 Iz 07372 | 43.44 [6.95|5 1.5 |25 . [8.45|46.4 9 45 l9.% |.29 |58 { 9.64 | 46.6| 13.8| 1987
7 13 524 {87 ;luoo 50.875 ! 8.14 67 2 |3 : 1004|557 1.2 60 !n.sa .35 | 67 1.695{56.54* | 1988
! ; i Full
2.2 116 105.54 8.7 10 .76.5 Nh2.2 100 L w0 | [18.2 poo 2 100 | P2 |5 hoo 0.7 |0 Capacity !
! . | o Fu)?
10 {22311 6|25 00 |12 6.3 100 [8.5 ‘wo 24.8 100 |3 w 28 .7 . [0 |25 100 iCapacity I
1 | : .
| | , |
! |
! f | |




C. Figures to Plan of Production
No. of 984 . | ... . 1985 986 87 Ut s 988 Full Full
column 1pab2T D U“}é%pagfty mihéapgéity Ut}géﬁpa&fty 11liz4088ity| capacity 1 [ capacity II
in I II 1 1 1 11 I II I II
plan 2| s|mr g5 ) s M| 2 | g |™M g |8 |[TMT 2t « 1 II 1 11
™ | ¢« | 8 ™|« 4
Yarn 30 4 .65 5.74 L7. 2 8.7 8,7 2,5
Spinning 31 32 37 |26 D2 N2 166 [459 83 [57.6 D0} 69 6 100 |696 WU 371 100
fabric woven 34 4. 96 75.86 |e. 95 8 14 12,2 h6.3
Weaving 35 36 281 |21.1 397304 a8 |3s.9 57 W26 67|50 100 |75 h3a | 100
J
fabric knit 37 3 .9 1.5 2 6 85 &
knitting 3 39 3.5}12.4 S {35 15 [106 2 51176 33123,5 100 | M2 706 | 100 '
Kente Cloth 43 .4 .6 .9 1.2 2 3
Kente weaving 44 45 19.4[ 13 | 20 1.3 30 | 20 45 {30 6o | 40 100 | 67 150 | 100
total fabric 46 5. 66 748 9,35 1. 34 D2 27.8
Others 47 .14 .2 .245 .29 .335 .5 o7
43 49 28| 20 40 128 .S 49 | 35 58 141. 4 67 | 47. 8 10071, 4 140 | 100
Total textile pro- |50 51 s2fiwer [20-t|ty.6 |S. 20 [ 3l o s S| 3s.4] 26 ]q.w w330 neasicw] %t Juw|loo [32.6|a<|R.3) (00
duction
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D. Reconmended Imoport Licence :lloc=tions for TGI in M §

. 1
8" | | i full | full
1 ' cana | cava-
5§ !198& 1935 |1986 y 1987 !1988 city © eity
529 ! | 17 1
. X71-9 . AL .
Estim. local ling ! | § :
cotton T™T 1 27 | 3 1 .6 1 2 o 7
for incuts M $ | 24 .21 | .23 ! .6 77 LS4 3,08 5.35
: o
Fibres | & 6.031 | 7.962 110.88 13.22 | 14.57 11.0% 13.83
Yarn cotten | 11 | 3.15 IERCUEN 5.9 | 9.5 2¢  38.7
"man made 13§ 2.7 27 . 3.2 w72 | 7.5 23.55 313
Fabric ! 18 v ohslb : o‘l. QL¥7 . 53' : 06 ™ 57 o67
Miscell2neous 21 S R Y A - .58 .71 E 85 1.5 2.2
Chemicals + : : i .
Dyestuff $ 22 1 3.879 4.4 5.88  7.69 9.34 16.5¢ 22.8
Svarevarts and ; ) '
auxilliary 23 1 2,118 2.19 5 6 4 7.2 - lo
Macninery and :
ecuioment 2L 1 2 3 16 22.3
total 19.655 20.942 31.01 40.73 52.4  1CS5.38 1.il.6

* Distribution of vart of the alloc~tions 1985 estimated
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E.Production costs on planned production

1984 1986 1987 1988

1 Utilization of t

capazity I 28.1% X 57 % 67 %
2 Production MM 21.4 §36.62S 43.44 50.875
3 Increase compared with

previous year . +18.6% + 17.1. %
4 Increase compared with

1984 + N E +103 % +137.7 %

10008 2 . 1000 $ 1000 $ 1000 $ b4

5 Sales 28644.7 100 49024 58146 68098 100
6 Raw material 7830.9 27.3 : 13402 15896 18616 27.34 .
7 Labor 2793.4 9.75. 3785 4232 N7 6.93
8 Dyes & Chemicals 2591.2 9 4339 5127 5981 8.78
9 Spares & auxilliaries 1997.7 7 3419 4055 4749 6.97
10 Power, energy, water 1990.9 6.95 3263 3836 4459 6.55
11 other 713.8 2.5 1222 1449 1697 2.49
12 total variable costs 17917.9 62.55 29430 34595 40219 59.06
13 contribution margin 10726.8 37.45 19594 23551 27879 - 40.94
14 Administration &

selling expensies 4125.1 14.4 4125 4125 4125 6.06
15 Financial charges 338.3 1.03 507 601 704 1.03
16 Cash flow 6268 21.88 14962 18825 23050 33.85
17 Depreciation actual 450.8 1.58 451 451 451 0,66
18 Profit before tax with

actual depreciation 5817.2 20.3 14511 18374 22599 22.19
19 Depreciation on

replacement value 8622.2 30.1 ¢ 8622 8622 8622 12.66
20 Profit/ loss before i

tax -2354.2 - 8.2 6340 10203 14388 21.13




Explanstions to zable 'Production costs on planned production’

The table "Production costs on planned production” is based on
column 5 of the table " Production costs 1984". It represents
the production costs of spinning, weaving and processing assuming
that the capacity utilization at 211 levels is equal. The proposed
higher capacity utilization in spinning would actually make an
even more favorable result. Similar conclusions also can be made
for other levels of production.

This table shows the high profitablility of the additional working
capital used for inputs. With the higher capacity utilization the
high depreciation on the replacement value can easily be earned.
Additionally the profits are increasing to a level which allows paying
a higher price for raw material, that means less indirect subsidies for

import licence 2.locations are needed without the danger of increasing
prices. .

Column NO 5 of "Production costs 1984" is used as a basis to calculate
the production costs on the planned production for the next 3 years in
spinning, weaving and processing. It is based on the increase of
capacity utilization of weaving. The proposed increase in spinning
capacity utilization is higher. The positive effects shown in this
calculation would be even higher for spinning and therefore are on the
safe side.

Labor costs in line 7 are calculated as only partly variable.

For the first 2 steps an increase of 50%, for the third step an increase
of 67% of the production increase is calculated.

Costs for dyes and chemicals in line 8 are increased by 95 % of
production increase compared with 1984. Savings on the unit costs of
5 % are possible at a higher capacity utilization.

Costs for power, energy and water in line 10 are increased by 90 %
of production increase compared with 1984. Savings on the unit costs
of 10 ¥ are possible at a higher capacity utilization.

Financial charges in line 15 are ircreased according to the increase
in sales, allowing an adequate amount of working capital.

Line 16 shows an increase of cash flow from 21.88% to 33.85 % which
allows calculating the full depreciation on replacement value ( line 19 ).
The increasing profit before taxes in line 20 indicates that the
ind’rect subsidy on foreign exchange for imported raw material could be
reduced with increasing capacity utilization.
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Textile Consumstion (Sourve: CBS) in TMT
(A+B-C = D)
1977 1979 198¢ 1584
A. Local lint cotton 3.976 1.835 1.053 274
§
B. Imvorts: i .
Fibres 9.265! 3.866 2.952 3.C?
Cotton 9 3,67 2.63 ,
Manmade 265 i +183 311 :
Jute i (1.039) :
others ) ¥ P01l =
Yarn and Thread 12.41 ; 2,437 1.721! 1.35
Cotton 7.57 '1.027 i «867 o7l
Manmade L84 i1.37 t «352 A
others ' e - 002 i
Fabric 1.18 : 1.281 .982 064
Cotton © .83 «269 above figures
Manmade .386 «558 fsgg allocat-
others .06 .C55
#ade uv articles 1,507 1.061
Jute (3.98) (1.2uL) '
others 1.607 1.091
Clothing &
garments & 1 123 324
Sneci=l textiie
items ’ .551 1,792
used clothing 3.95 1.935 3.947
used % new estirzated
rags .25 2.285
C. Total imvorts 27.8 11.725 1..934
Zxoorts 1.447 .327. «C99
D. Total registered : | o
textile consumotion 30.334 13.164 15.938
Fooulertion M 10.28 1C.8 11.07 12.5
Consumstion
kg ver ca»ita 2,95
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GHANA: Pibre Availability 1980

Comparison of data from FAO, CBS and UN Statistical Office

UN Internat.
FAD CBS Trade Statistics
Year Book
tonnes tonnes tonnes
1. Primery use (for spinning)
Cotton: local production . 1,053 .
import . 2,630 2,630
TOTAL 5,h00 3,683 .
Cellulose fibres 200 1n .
Synthetic fibres 600 EA B .
TOTAL 6,200 k005 .
2. Imports
Yarn: Cotton 10,900 867 861
Vool 200 2 3
manmade 852 852
TOTAL 11,100 1,722 1,722
Pabrics: Cotton 8,700 269 267
Flax $00 55
Cellulose 600 658 T05
Synthetics 2,000
TOTAL 31,800 982 972
Clothing: Cotton k00 \
Wool T00
Cellulose 300
Synthetics 300
TOTAL 1,700
Other manufactures: 3,197
Cotton 2,500
Wool 1,500
Cellulose 700
Synthetics 3,000
TOTAL 7,700
Used and nev clothing ——- 3,847 6,136
Used and nev rags —— 2,285 ’
GRAND TOTAL IMPORT 32,200' 15,984

GRAND TOTAL FIBRE EQUIVALENT

36,700
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Annex 2
(page 2)

UR International

PAD CBs Trade Statistics
Year Book
tonnes toannes tonnes
3. Dxport

Pabrics: Cotton 100 99 .
TOTAL 100 99 .
IMPORT-EXPORT BALANCE 32,100 1k ,885 -
TOTAL AVAILABLE FOR HOME USE 38,300 15,938 .
Population, mio 11.1 1.1 .
kg/capita 3.45 1.k% .

Sources: - FAO, World Apparel Fidre Consumption Survey 1985, pp.70, T2

- CBS, External Trade Statistics of Ghana;

Central Bureau of

Statistics, Statistical Service Board 1976, 1978, 1979, 1980
(Briner, Technical report, annex 1, p. 33)

- International Trade Statistics Yearbook 1983, United Nations,
Department of International Economic and Social Affairs,

Statistical Cffice;

pp- 340, 3W1
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V.E. Eckert/ra Se b f

20 Fedruary 1986

Bote on figures for fitre svailability in Ghana

During a related industrial planning exercise of the textile sub-
sector in Ghana, carried out by UNIDO consultant , DP/GHA/82/030 -
Industrial Planning and Programming, the fidbre consumption in kg per
capita was used as basis for demani calculation. It was found that
substantial divergencies betwveen the appropriste figures of 'FAO,

World Apparel Pitre Consumption Survey 1983' and that of the Central
Bureau of Statistics in Accrs, Ghana occured. Not coansidering any
conversion into fidre equivalent (this is mot takem into account in the
Bational Statistics) in 1980, PAO reports s per-capita fidtre consumption
of 3.05 kg, the Bational Statistics smount omly to 1.Ab kg.

Since 1980 is the only year wherefrom reports from both sources are
available, a comparison of data from FAO and CBS wvas made for that year.
Similar data are recorded only in exports. All other positions
indicate that FAO figures are much higher than those of CBS as can be
seen fyom the attached table.

AMdditionally both sources have been compared vith the appropriste
figures from the UK International Trade Statistics Yearbook 1983 for the
year 1980. As far as reported a high grade of identity with the CBS
dats is visidble. There is po similarity to FAO data.

Basically FAO's World Apparel Fibre Consumption Survey 1985 could
be a useful instrument for comprehensive planning exercises and demand
forecasts in fidre production end textile industries. Therefore, it
would be useful to learn vhat are the reasons behind the divergencies
in the case of Ghansa.
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- Instalied Soinning cavacity
Flant ' Svindles ! Soind)es Svindles which c=n
installed " ready to work be mzde oreration-
able within the
vlaning veriod znd
without excessive
costs
Svintex 10296 1029¢
(rotors) 288 288
Freedon 12240 9792 2548
GIMC 11662 11662
Akosombo 30240 24863 5377
Tema Textiles 20203 12960
Yest Coast Sv.* 17000 1986
Juavong 35000 16CC0
156929 87342 7825
25672 =70 %
of installed
spindles

* The remaining 1926 svindles in overation at :Yestcoast Szinning

are onlv about 10% of the numbers of svindles for an econonic

spinning oroduction. A rehabilitation of this svinning cavzcity

is hardl worthwile.

v e - ——
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Installed weaving cacacity

Plent . looms looms | est. no. of
" installed ready to weave' looms which
' * can be made

{
! : overationable
! : within the
: : vlanning
{ veriod with-
: out excessive
! costs
Sointex 145 145
}
Freedom i 240 240
GTMC 1114 €80
144 72
tkosombo 1113 397 S5C1L (=70%)
Tema Nylon 38 38
Tema Textiles 498 402 96 (=1C0%)
Juavong 882 " 500 ' 191 (=50%)
Seravhim 600 240 360 can-
nibalized
Zakour 18 14
Loyalty 75 75 (2} nil
working
Tejtex 45 27
Textile Tricot L6 L6 7¢ can-
nidalizec
4958 2801 243
3564 = 74 5 of looms

installed




- 39 - Annex 4
Page 2

Not vieited veaving mills, which have been considered in
an overall percentage in capecity calculastion

Plant looms instelled

Unitex 60

Millet 84

United Textiles 114

NIC 85

total looms 343 = 6,9 % of 4958

In capacity calcutated with + 5%
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Installed knitting capacity

Plant i Circular | Flat Rashel estimated’ Capa-
;knitting knitting { wharp knitt.machinery city
;machines |machines | machines ‘efficiend 2
: cy % shifts
' T™MT
+ .
i |
‘ ! !
i |
: : !
Overseas knitwear 12 1 L3 © 75 . «15
Tejtex ** 51 L5 22 i "0 93
Nitra 50 ; 85 3.4
. !
Terrycot .10 i 20 75 47
i
Zakour® 2(+10)i (1) 7(+1) 70 .12
|
Loyalty *» 43 Pyl | 70 1.1
Textile Spinning** 3 5 j 70 .06
Abna Rawura*® -9 % . ) .07
i !
1 |
161 610). 61 (+1) 52 (+1) 6.3

¢ Machines in ( ) and

** most of the machinery of these companies have not run
for a long time

Cavacity I therefore is estimated to be not more than 70 %
of Cavacity II.

for not visited factories, Tricotex Ltd, Chanrai Ltd, Intra
Knitting “orks, Camb Knitting, Karikari Mensah Ltd, NIC Knitting

factory, Fabric knitting dyeing Ltd, Sunyani New Knitting Ind.,
35 % capacity is added.

"r

'
B St TE IR

J S TR
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Installed vrocessing canacity

Plant ! MLM per year
in 2 shifts

Szintex 9.6
Fresdom * 9
GTHC 16
skosombo * 20
Tema Textiles * 7.2
GT? 8
Seranhim Surgicals * 8.4
Loyalty * 5.8
Tejtex * 5

©®  Terrycot z
Overseas knitwesr «75

S Zakour .5

CZ2.35
For not visited knitting factories
added + 3,5 7 L,2S
Total 95 _LLM

The »rocessing e~uioment of these mills needs

rehnabilitatioi to work in full czvacity.

Caracity I therefore is reduced to 7C “; of cer=citvy II,

that is 69 HLM.

rocessing of knitted fabric mostly is a veryv simrle

finishing vrocess. In some mills, for lack of 2n onerationable
dryer the f2bric is even drye¢ in the sun,
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m m: 0000000000000 00000OO

Kente / Adinkra Veavers
Ass. Ltd,,

Minutes 30.11.84

Polie 17 minutes & S refer, please.

. 2. The National Co-op. Kente/Adinicra Veavers Association Ltd.
wrote to the PRDC to request -for essistante in cbtaining yarn and
eloth ‘inputs direct from local ‘sources, instead of having to pass
through middle men. The letter was referred to this Ministry by
the PNDC, and at a sseting held here vith the Kente Weavers repre-
sentatives, the Kente Yarn Manufacturers, and this Ministry's
officials, it was decided that the Kente Weavers Co-op Association
should organise themselves and ®urnish this Mizistry with details
of the Weavers Co-operatives as well as Veavers who do not bdbelong
to the Co-op to enable us determine their exact yarn requirements
(see folio 17),:

Polios 20 to 200 are the report on a series of meetings at
District and Regional Levels detailing the various co-op societies.

COMMENTS

1. It-could be observed that there are 3807 or approximwately
4000 persoms involved in Kente Cloth Veaving, and for every
month each Weaver requires 25 packsts. A total of 100,000
packets is therefore required each month, #d a packet
eont:iu)}O hanks and weighs 13 kgs. (lately 1t hanks weigh-
i.ng u )

.2¢ _The respective production capacities of the various yarn
Producing Mills is: Tema Thread Co. Ltd. 120,000 pkts/yr

. or 180,000 kgs; Ves:t Coast Dyeing Co.; 2,442 ,000kgs:
ZSpinm.ns 3.R. Industries Ltd. 60,000 kgs; and Textils Bpinnirg Works:
90,000 kg.

(a/’a cr'r? 7 3.»Totel installed cspacity is therefore approximately 3 millior.
Capacehy 7 ~»kgs. s against a requirement of 1,200,000 pkts or 2 millior

be It is obvious then that the installed capacity is mcre than
sdequate, provided sufficient raw materizls and gpare parts
could be made available to the local factories.

Se The total import licence granted the Kente Yarn Msnufacturer-
during the 1984 Core Impart Programme wvas §1,024,372 i.e.
broken down as follows:

Cogzanz Amount Emt‘a_;g_ Level of
Production
West Coast Spinning/Dyeing
Co. Ltd. g 578,663 10%
Tema Thread Co. Ltd. g 225,210 b4
Textile Spinning Works § 7,000 12,%
B.H. Industries Ltd. - £ 73,000 5%

S———

Froctuchow /9% —= Total 1,024,373 Average 1% w3ldT

S ——
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Labour costs in Ghana

Minimum daily wage ( base ) =¢ 70.--

Typical wage structure:

Basic wage € 85.--
Housing 20 % ¢17.--
Medical service € 13.--
Canteen € 35.--
Transport ' . £10.--

Leave allowance
bonus, seerance £ 20.--

* Social security

12,5 % g1.--

¢191.--

13th month ¢ 9.--
Total ¥200.--/ day

* Worker pays 5 % in addition.

Average houly wage rate = € 25.--.
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Costs ver overator hour in sovinning / weaving

Succes-
sion 19§83

W O N0 WwmE W

i el ety
w h = o0

1

* Basis wage £ 85 / day, total labor costs £ 20C /

Country

Netherlands
Belgium
Switzerland
Use

Germany (FRG)
Austria
Italy
Javan
France
United Kingdom
Greece
Svzin

South .Korea
Hongkong
Taiwen
Brazil
rortugal
Turkey
IZgysot

Indiz
Fckisten
China
Indonesia

Ghana 1025 *

**Unofficizl excnange ra‘e

Source: ‘erner Interan-tional

~~
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-
O =y Oy O O
n
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-
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-
)
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AV W o BN AV 4 A
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fringe
benefits

-
-

104

\n o+

'—l

Oy \2 IV (D \oWD
o N

9

-
= O

¢z

work hours
ver week

40
37
L3
42,7
LC
LC
4LC

39
37,3




Hours of overation of ecuioment ver vear
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Svinning and weaving 1984

Country

Taiwan
Hongkong
India

South Korea
Turkey

Brazil

taly
Janan
Belgium
Uss
Switzerland

Sustria
United Kingdom
Net:erlaends
Greece

Germany (FG)

dungary
Denmark
Sweden

France
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Tareign curreacy
recuireTencs
for local lint cotton

ORGANIZATION
of Inbutcias, P. 0. Box 143,
ead Techmology, Accs, Ghess.
T Cable: UNDEVPRO, ACCRA
praoes Telet: 2195
eeemeemeseeessasemsaes s s DATE........... 31st October, . 1985,
FOREIGI EXCIANGE REUIRBIENTS FOR 20,000 - 150,00C
TARGETED ACREZGE OF LAND GH¥DER COTTG:: CGULTIV:Ti0::
S M
Co~ lér/ocre .37 2 lim/ 2.8 7T
§$3_* ol . __» 1. 2L &
ﬁ,OOO acCe 150,000 ac.
. Us ¢ Us$
1, Direct Farm Inputs
a) Seeds - 13,000,00 97,500.00
b) Pertilizers - 401,000,00 3,007,500,00
¢) Insecticide - 380,000,00 2,850,000,00
d) Dry Cell Battery - 7,800,00 58,500,00
801,800,00 6,013, 500.0C
2 Heavy Vehicles '
a) 30 Tomnner Art. Trucks - 360,000,00 1,786,666,00
b) 7 - 10 Tonner Trucks
c) Station Pick-ups
d) Cars/Light Vans for -
Administrative staff
30 Light Vehicle
2) Motor Cycles - 65,000,0G 325,000,00
Lo G:Lnning
a) Wires - 250,000,00 1,750,000,00
b)  Wrappers ’ o
¢) Jute Bags
5 Farm Machinery
a) Tractors - 1,000,000,00 3,000,000,00
b) Bullock Ploughs '
6. Spares for Iteas (2,3,4, & 5) 150,000,00 750,000,00
Totals - 2,626,800,00 13,625,166,00
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