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TRANSFORMATION OF SPINNING INDUSTRY IN BANGLADESH

Prologue 
Over the last twenty years, the contribution of 
textile sector has been one of the most remarkable 
Bangladesh economy boosting GDP growth to US$ 
267 billion. This sector itself earns about US$ 35 billion 
of export (80% of our annual export.). More than 3.6 
million workforce employed in this industry where 3 
million are women workers as on today. It has written 
our story of growth and success.  With consistent pace 
of continuous growth, total number of manufacturing 
industries grew to nearly 5000. Today overall impact 
of this multibillion-dollar manufacturing and export 
business is certainly social and economic stability in 
contemporary Bangladesh. 

Primary Textile Sector (PTS) or spinning business has 
grown in Bangladesh as a backward linkage support for 
the apparel manufacturing. Bangladesh spinning mills 
primarily dependent on local apparel manufacturing 
sector for its growth. In the same time, the growth of 
spinning industry contributed positively to the overall 
growth of apparel export business.

Industry Size
As per Bangladesh Textile Mills Association (BTMA), 
we have 430 yarn manufacturing mills with total 13.17 
million spindles and 0.23 million rotor heads. These 
mills can produce 2,950 million kg of yarns per year. 

Bangladeshi PTS mills usually produced cotton yarns. 
Now they are also producing blended yarns and many 
types of fancy yarns.

Demand vs Supply
The continuous growth in yarn demand always 
surpassed the growth or expansion in yarn spinning. At 
the same time, yarn import is quite free for the yarn 
buyers. Yarns from India, Pakistan, China, and Indonesia 
are main import sources of yarn. As per BTMA, local 
spinning mills can support about 80% demand of 
export oriented knit yarn and 40% of woven yarns.

Inputs in Spinning Industry 
Raw Materials

The key raw materials are fibers i.e Cotton, Linen, 
PSF, Modal, Viscose, Wool, etc. Except for cotton other 
fibers are industrial product from woods, bamboo, 
and petroleum by products. The cotton in a vegetable 
fiber and global supply of cotton is controlled by few 
countries e.g USA, China, India, Brazil, Australia, CIS 
countries, Benin, Ivory Coast, Mali etc. Bangladesh is 
dependent on the imported fiber. Bangladesh is a large 
importer of fibers in all forms as we do not produce 
any of these fibers. A statistics of import is given below;
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Human Resource 
Spinning industry is heavily labor intensive in our 
country due to continuation of old technology, low 
per capita investment, maintaining wide product range 
and too many customized product offerings. A typical 
25,000 kg/day yarn manufacturing mill requires about 
90 management personnel and 1,000 non-management 
personnel including Production, Engineering, Quality, 
HRM, Logistics departments etc.

Energy 
Spinning industry is very much gas guzzling that 
requires robust and uninterrupted energy supply 
to maintain product quality and comfortable work 
environment. In Bangladesh almost all spinning mills 
are generating their electricity by captive power plant. 
Usually, a mill with 40,000 ring spindles with average 
count of Ne 30/s requires about 4,500 KW energy to 
run its primary and all auxiliary machineries.

Finance
For Capex commercial banks are the easy and cost 
effective destination for the investors but it is pretty 
expensive now a days (about 13% PA). NBFIs are 
further expensive (14%-16% PA) than commercial 
banks. Now financial institutions are not interested to 
finance in this sector because of very low profitability.

For trade finance except for Commercial Bank and 
NBFIs Bangladesh Bank has an export development 
window (Export Development Fund) at a cost of 
LIBOR plus @2.5%. The cost impact of EDF would 
around (six Month LIBOR (2.5%) + 2.5% = 5% pa) but 
it is allowed for six months.  It does not cover total 

trade cycle time of spinning industry (Cotton Sourcing 
35 days + Cotton Inventory 90 days+ Production and 
Finished Goods 15 days+ Receivable 120 days after LC 
document acceptance)= 260 days).

Some foreign commercial banks are offering offshore 
finance facility for the good borrowers. The cost of 
offshore finance is almost closed to cost of EDF. Due 
to high investment requirement, long trade cycle time, 
dry bank liquidity and low profitability lead higher 
finance cost for the spinners. If we visit financials of 
top listed spinners in the national browsers, shall find 
the real impact of finance.

Competition Points in Spinning 
Industry 
India, Pakistan, China and Indonesia are key 
competitors for the Bangladesh spinning industry. 
India, China and Pakistan enjoy their own source of 
raw material, technology and government incentives. 
China and Indonesia are supplying diversified products 
due to technological advancement and worldwide 
market. Considering the main inputs (raw materials, 
labor, energy, capital and technology), Bangladeshi 
spinners enjoyed the benefit of low lead-time for 
customer, incentive, income tax exemptions, economic 
energy (Tk. 2.50 per KWH from gas fired captive 
power plant) and economic labor force over last two 
decades. But today spinning industry in Bangladesh is 
facing cost burden of expensive energy, no income tax 
exemption, expensive labor, burden of low productive 
old technology and least product diversity. All spinning 
mills are offering almost similar type of products. To 
sum up, except low lead-time for customers there are 
no competitive advantage in favor of local spinners.
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Cost of Doing Business
According to published financials of listed spinners 
among the cost components of cost of goods sold, 
raw material cost accounts for almost 65%-72%, 
Energy 10%-12% and HR cost 8%-12%. Fiber cost 
(raw materials) is almost similar except for few cases, 
because it (Cotton) is traded according to New 
York Board of Trade (NYBOT) index for all spinners. 
Cotton fiber price is influenced by minimum support 
price (MSP) fixed by large growing countries and the 
trade policies among the major growing nations. So the 
price is similar for all the spinning factories throughout 
the world. Other man-made fibers are linked with 
petroleum price index. Our key competitors - India, 
China, Pakistan and Indonesia are ahead of us in case of 
HR cost, Finance cost and Energy cost due to adoption 
of high efficient and productive technology ( in Vietnam, 
Turkey , China, Thailand and Indonesia, a plant with 
production capacity of 25,000KG/day managed by 25 
management staffs and 50-100 workers). 

Incentive  
The spinners in Bangladesh are enjoying a 4% cash 
incentive from government of Bangladesh. Anyone of 
the value chain (either spinner or fabrics manufacturer 
or RMG manufacturer) can draw 4% cash incentive by 
using Bangladeshi origin yarns.

Challenges in Spinning Industry
Rapid increase In Cost of Doing Business 
Except for raw materials, the cost components in the 
COGS includes HR cost, cost of Energy (Electricity), 
cost of supplies, cost of lack of transparency, and other 
inputs for doing business. Now a days all these cost in 
aggregation acting against the spinners. Let us see how 
it has happened;
By implementation of Minimum wages (Tk. 7,200 per 
month) in Garment sector, the cost of human resources 
has gone up though the minimum wages for spinning 
is Tk. 5,990 per month. People are not interested for 
spinning job (tougher job than garment due to work 
environment and job nature). Spinners are paying more 
money than minimum wage to retain human resources. 
After revision of minimum wages for RMG sector the 
impact is twofold for Spinners (Larger work force with 
higher payments). Bangladeshi spinners had taken high 
labor intensive spinning solution rather than technology 
considering cheap labor cost (in early 2000s).
By implementing revised energy price the spinners 
are suffering very severely (deadly). The price of fuel 
(Natural Gas) for power generation and other process 
machine gone up 332% in last five years. In last revision 
on date 1st July 2019, the impact is 43% increment on 
energy cost and per KG yarn cost increased by around 
Tk 8 or about US$ 0.10 per KG.

We have experienced huge congestions in Chattogram 
port and that causes long lead time for sourcing raw 
materials, high carrying cost (due to increased labor 
and fuel cost).Ultimately the total cost of doing 
business goes substantially up and it is bleeding the 
total spinning business.

Raw Material Dependency 
Almost all raw materials for spinning industry are 
sourced from rest of the world. Smooth supply is 
subject to geopolitics, FX rate fluctuation, global 
commodity index, seasonality, natural calamity, long 
lead-time due to remote production site. There is no 
on site duty free inventory in the country where global 
commodity traders can keep their merchandise. (It 
may reduce raw material lead time and finance cost for 
carrying large inventory for local spinners)

Productivity
Except for a very few smart spinners, most of our 
spinners are still with very poor productivity due to 
old technology, too many variety of products and raw 
materials, lack of stable supply of quality energy. On other 
hand our key competitors are adopting high productive 
production technology, i.e automation, IOT etc.

Yarn Dumping Pressure 
Very recently we have experienced yarn dumping 
pressure from neighboring countries- India, Pakistan. 
Bangladesh Government should take strong position 
about it and facilitate their local investors. The statistics 
of National Board of Revenue shows that cost of raw 
material ( raw cotton and PSF) import has gone down 
but cost of Yarn (finished goods of spinning mills) is 
increased by 8.47%. It may benefit the knitters and the 
RMG enterprises in short run but in long run the total 
RMG sector shall face severe challenge of supply chain 
thread. The Comparative import of yarns in 2017, 2018 
and 2019 is given below;

(In million US$)

Items 2017-18
2017-18
July-Apr

2018-19
July-Mar

% Changes
4 over 2

1 2 3 4 5

10. Raw cotton 2697.6 2439.4 2683.5 -0.52

11. Yarn 1918.6 1872.5 2081.2 8.47

12. Textile and 
articles thereof

5647.0 5486.4 6134.1 8.63

13. Staple fibre 991.0 944.8 1054.2 6.38

Source: National Board of Revenue

Currency War (Devaluation) 
The Spinning sector’s competitors e.g, India, Pakistan, have 
devaluated their currency to facilitate export in last few 
years. Indian Rupee and Pakistani Rupee are depreciated 
by substantially (following table gives a glimpse of 
devaluations). It gave the Indian and Pakistani yarn 
exporters a big advantage over our spinning factories.
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Date USD INR PKR BDT

July 09, 2017 1 64.60 105.99 81.25

July 09, 2018 1 68.68 121.73 83.52

July 09, 2019 1 68.61 158.49 84.34

Reference:www.xe.com

Business Performance of Spinning 
Industry
Spinning sector is enjoying concessional tax rate (15%) 
irrespective of listed or not. So there is no extra benefit 
on listing except for convertibility of the assets. We find 55 
textiles companies are listed with top bourses but all of them 
are not spinners. Let us see profitability of spinning sector as 
per published financials. We have taken here top seven; 

Sl. Company

2019 (up 
to Q3)
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(Annual)
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1
SQUARE 
Textiles Ltd.

35.57 1.80 45.71 2.32 41.14 2.09 
 
74.07 

3.76 

2
Matin Spinning 
Mills Ltd.

7.94 0.81 30.26 3.10 26.13 2.68 29.45 3.02 

3
Saiham Textile 
Mills Ltd.

12.39 1.37 10.92 1.21 9.24 1.02 7.68 0.85 

4
Zaheen 
Spinning Ltd.

6.33 0.58 11.50 1.06 11.92 1.10 9.80 0.90 

5
Prime Textile 
Spinning Mills Ltd.

2.66 0.69 4.02 1.05 3.98 1.04 4.19 1.10 

6
Malek Spinning 
Mills Ltd.

11.33 0.59 22.61 1.17 20.24 1.05 29.43 1.52 

7
Rahim Textile 
Mills Ltd.

5.38 6.26 5.08 5.91 4.50 5.23 4.33 5.03 

The above figure reads sharp decline in profit in the key players 
in the spinning business. Especially in Q3, 2019 Matin spinning 
Mills Ltd. and Malek Spinning Mills Ltd. reported negative Profit.

How Spinning Industry May Face the 
Challenges
Spinning is settlers industry. About 90% spinning market 
offers similar type of products. So competition is very sharp 
in spinning industry. Success factors of this industry are 
to maintain cost leadership and market leadership. But, by 
product differentiation local spinning industry may get extra 
benefits. If we follow the geographical location of spinning 
industry over last century, it has traveled long distance to find 
cost leadership places. If we want to keep the spinning industry 
in Bangladesh for next decades we should be fit (reduce high 
cost/fat) for its growth. 

Road to Cost Leadership and Product 
Differentiation (Fit for Growth) 
What we don’t do is what many have done for decades: wait 
for a crisis before paying attention to a bloated and inefficient 
cost structure, then enact drastic measures that not only 
eliminate fat but cut into productive muscles. Common 

options includes across the board budget cuts, 
voluntary severance and retirement packages, 
and the perennial fallback, layoffs. Diet alone 
(and crash dieting particularly) will not help a 
company achieve fitness. Exercise- in this case 
the exercise of deciding where a capability 
needs to be best in class and where it can be 
good enough or stripped to the essentials-is 
integral to getting and staying in shape over the 
long haul. Fitness is depended on a company’s 
overall strategy and culture. The following three 
pillars are the core to be fit for growth (this 
philosophy is equally applicable for any other 
industry);

1. Focus on differentiating Capability
2. Align the cost structure
3. Reorganization for growth

Focus on Differentiating 
Capability:
A capability is a combination of processes, 
tools, knowledge, skills, and organization. A 
differentiating capability is one that enables a 
company to outperform; it is something you 
do well that customers’ value and competitors 
cannot beat. When three to six mutually 
reinforcing capabilities come together in a 
differentiating capabilities system, a company 
gains a competitive advantage and a right to win 
over its competitors.

Align the Cost Structure:
Developing a lean and deliberate cost structure 
naturally follows from the work to the senior 
executive team has done to identify the 
company’s key capabilities. Fit for Growth 
companies manage their cost not only tightly 
but also thoughtfully; they recognize not all 
costs are bad. Indeed, costs that strengthen a 
company’s differentiating capabilities are good 
costs. These Companies sometimes may even 
increase good costs, while rigorously managing 
the rest cost structure. Through tight cost 
management, Fit for growth companies increase 
profits and free up funds to further invest in 
differentiating capabilities. 

Reorganize for Growth:
In the context of a fit for growth transformation, 
a well- designed organization model enables 
fitness and growth in two ways;
By enabling and sustaining cost reductions: for 
example; this may mean having more people 
report to each manager and reduce the number of 
hierarchical layers. Pay scales may be rationalized 
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so that compensation matches the complexity of the job 
performed, or the company may take more deliberate 
approaches to sharing resources and outsourcing less-
critical processes. When these measures are consistent 
and broadly understood, they are typically supported by 
people throughout the company.

By creating right conditions for managers to drive 
growth: for example, a well-designed organization 
model can fuel dramatic growth by empowering 
managers to act like owners of the business. With 
incentives (i.e. Stock options, bonuses and promotions) 
aligned accordingly, business unit leaders align with the 
company’s broader objectives in both the long term 
and the short term, and become accountable for result.

An Example of Transformation; 
Square Textiles Limited:
Square Textiles Limited is publicly listed company 
with two stock exchanges of the country, a member 
of Square group founded by Bangladesh Industrial 
transformational leader Legend Samson H Chowdhury 
in early 1994. The key business focus was on spinning 
yarns for knitting industry with a capacity of 58,000 
spindles. The company graduated by 25 years in 
2019with a great business success and had experienced 
with huge growth in early 2001s, global economic 
meltdown in 2009 and 2010, liquidity shortage in finance 
industry in 2017, 2018 and passing through slow global 
GDP growth in 2019. Let us follow the operational 
and financial dashboard of Square Textiles Limited to 
understand the transformation of Square Textiles;

Finance Dashboard of Square 
Textiles Limited

Years
Turnover 

(Tk. Crore)
Net 

Profit 
EPS 
(Tk)

NAV 
(Tk)

Profit% on 
Sales

2001 278.04 24.63 1.25 6.65 8.86%

2002 255.76 15.49 0.79 7.06 6.06%

2003 298.61 25.92 1.31 7.96 8.68%

2004 345.34 30.80 1.56 9.10 8.92%

2005 352.63 32.46 1.65 10.28 9.21%

2006 387.50 45.02 2.28 12.10 11.62%

2007 466.38 47.43 2.40 14.47 10.17%

2008 551.84 42.47 2.15 16.20 7.70%

2009 507.56 35.30 1.79 16.97 6.95%

2010 609.66 71.32 3.62 19.98 11.70%

2011 939.18 82.48 4.18 23.50 8.78%

2012 874.18 82.90 4.20 26.91 9.48%

2013 816.44 83.69 4.24 30.20 10.25%

2014 810.98 80.54 4.08 32.92 9.93%

2015-16 825.04 74.07 3.76 37.21 8.98%

2016-17 775.89 41.14 2.09 37.24 5.30%

2017-18 941.19 45.71 2.32 37.74 4.86%

2018-19 
(Q3)

719.46 35.57 1.80 37.64 4.94%

Operational dashboard of Square Textiles Limited

Years
Turnover (value 

realized) Tk. Crore
No. Spindles 
(Capacity)

No of Products 
(offering)

No. Human 
Resources

Energy Sources
Minimum 

wages ( Tk.)
Energy Cost 

(KHW)

2001 278.04 91,152 7         1,350  Natural gas 3,000 1.50

2002 255.76 91,152 8         1,365 Natural gas 3,000 1.50

2003 298.61 91,152 10         1,443 Natural gas 3,000 1.50

2004 345.34 91,152 9         1,517 Natural gas 3,000 1.50

2005 352.63 91,152 9         1,674 Natural gas 3,000 1.50

2006 387.50 91,152 10         1,709 Natural gas 3,000 1.50

2007 466.38 122,400 9         2,445 Natural gas 3,000 1.50

2008 551.84 122,400 11         2,465 Natural gas 3,000 1.50

2009 507.56 122,400 12         2,484 Natural gas (GAS) 3,000 1.50

2010 609.66 146,400 15         2,862  GAS+HFO 3,000 2.20

2011 939.18 146,400 14         3,068  GAS+HFO 3,000 3.10

2012 874.18 146,400 19         3,262  GAS+HFO 3,000 3.20

2013 816.44 146,400 24         3,424  GAS+HFO 5,300 3.50

2014 810.98 156,480 28         3,692  GAS+UPGD+HFO 5,300 4.00

2015-16 825.04 160,320 29         3,648 GAS+UPGD+REB+HFO+ Diesel 5,300 5.80

2016-17 775.89 181,136 34         3,927 GAS+UPGD+REB+HFO +Diesel 5,300 6.30

2017-18 941.19 186,896 32         3,887 GAS+UPGD+REB+HFO +Diesel 5,990 5.90

2018-19 719.46 225,296 35         4,237 GAS+UPGD+REB+HFO +Diesel 5,990 5.20
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The above figures collected from the published annual 
reports of Square Textiles Limited. It shows the changes 
in the profitability, product diversification, changes 
in cost for HR and Energy, use of HR/ spindle and 
investment production capacity and product diversity. 
Square Textiles Limited has been maintaining Category 
A according to criteria of DSE since 2001. The graph 
shows the restless efforts for growth over the years 
but net profit ( net value realization was declined due 
to competition and other issues)

Insight of Transformation of Square 
Textiles Limited
Mr. Taslimul Hoque, General Manager, Operations of 
Square Textiles Limited has shared the insight of the 
transformation process, who has been working in the 
transformation team since 2002(17 years) in different 
capacity of Square Textiles Limited.

Clear Vision and Support of Board of 
Directors
The transformation in Square Textiles Limited required 
a number of changes in overall management process. 
These changes helped Square Textiles to achieve higher 
efficiency. Process automations, Introducing integrated 
enterprise resources planning system, adopting more 
energy efficient solutions and going towards more 
renewable energy, etc. are some of the changes.

All these changes have vast impact and therefore 
these concepts required the support from the top 
management of the organization. Members of the Board 
of Directors were very much clear about transforming 
Square Textiles into an efficient and sustainable 
organization and whole heartedly supported these 
initiatives. This strong support from top management 
was crucial for the successful implementations and the 
positive results associated with them.

Team Ownership
This transformation effort successfully included the 
employees of different levels. Employees owned the 
concepts and actively formulated the implementation 
plans. Their collective efforts and dedication for 
application of plans made transformation smooth and 
successful.

Professional Excellence
The transformation activities allowed the professional 
experts (i.e. Textile Engineers, Mechanical Engineers, 
Professional Accountants, Human Resources Specialists 
etc.) of the organization to contribute with their own 
professional skills. The situation was very tough and 

therefore the turnaround required innovative and 
new solutions. The congenial atmosphere created by 
the organization helped to bring out the professional 
commitments and excellence from inside the 
organization.

Epilogue
We all understand and agree that a sustainable 
and successful Ready Made Garments (RMG) sector 
requires the presence of robust and efficient spinning 
sector in Bangladesh. So, government extended favorable 
policy supports to spinning sector during early nineties. 
Spinning business was profitable at that time even with 
its inefficiencies. Now the policy supports are much 
less, moreover the input costs are increasing and so 
does the competition. So margins are drying up quickly.

In the same time, the RMG sector passed through 
many changes. RMG sector now needs more variety 
with shorter delivery lead time and competitive prices 
from the Spinning sector. Otherwise, both the sectors 
will suffer. So, it is very much important for Bangladeshi 
spinning factories to create an efficient system of 
serving the requirement of export oriented RMG 
sector in a meaningful way for both of them.

A successful transformation towards higher efficiency 
is the only answer for the survival of a Bangladeshi 
spinning enterprise.

Disclaimer:
This paper is the opinion of the writer based of the 
published figures, case study on the relevant issues 
and his professional experience. It is not the opinion 
or views of the institute (ICMAB) or any organization 
referred in this paper.  

With consistent pace of 
continuous growth, total 
number of manufacturing 
industries grew to nearly 

5000. Today overall of impact 
of this multibillion-dollar 
manufacturing and export 
business is certainly social 
and economic stability in 

contemporary Bangladesh.
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