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Irtroduction

1.  The rest of this study-is divided into two chapters.

2. bapter II is concerned with cordage 1ndustr1es baged on sisal,

' fltre in wthn the sub—reglon nélds a pre-eminent bOSlthH. Cordage

a

Cin the context mogtly means the usual ran&e of products, such as binder

twlne, baler tw1ae @nd paruelllng and paGAaglng twine in which sisal
holds a prlmary over other hard flbres. The dlscusslon ig directed
the m&ln to p0331b111t1es of settlng up export 1ndustrles ‘and the wh

apnroach might be summarlzed under the term Mexnort upcradlng

in

ole

3. Chapter ITT is devoted to bags and bagging materials, an area in

which the needs of the sub~region are currently met in a large way by

imports from +the jute industries of India and Iakistan. The linita-

tions of industrial efforts based on gurrently exploited raw materials -

such as sisal, doum palm fibre and aloe fibre - are noted, and the

" recommiendation is evolved for a sizable sub-regional effort based (at

least until kenaf production in the region achieves economic viabili

onn imported jute, -

o e 86 b

ty)
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CFAPTHI IT

Cordase Indusﬁries based on Sisal

Sigal:; 4 General Tlctupre =t '

4. Sisal (agave sisalana), abaca or Kanila Hemp (musa textillis) and
Henequen (agave fourcroydes) are the three prlnclpal hard fibres in the
‘worid économy. ~In general iterms hard fibres have similar characterisiics -
Willbng'fibfe lengths, High tensile ‘strength, flexibility and durablility -
which bring about a large measure of substitutability among their wvarious
:'uses,'when Jarranted by price and supply considerations. In more normal
-‘Pmarket condltlons substltutablllty works in a more limited manner. Anyway,
tne general effect is to vrender the world hard fibre position a relevant

perspective in seelng ‘the role of sisal. This is supplied in Table 1.

Jorld Hard Fibre Iroduction : 1935 %o 1964

(1000 héetric tons)

‘ther -
... Hapd . ALL
Sisal abaca Heneguen Fibres ' Fibres
193538 (4v.) 257 17GC 110 49 586
1552-56 (Av.) 427 136 114 34 711
1961 587 120 166 32 905
1964 624 113 159 327 925
1964 as % 243 €6 145 65 158

of 1935-35 (Av.)

Sources: lNMonthly Bulletin of Agricultural Zconomics and Statistics, FAG.
Hard Fibres, London,

1961 aata.

W ;
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5. The two major prepositicns which arise from Table 1 are:

(i) Sisal fermed 44 per cent of the total world hard fibrs

production hefore the Zecond iorld Yar and currently

amounts to 67 zer cent of it.

(ii) The above improvement in relative significancs arises,
: in one.part, from.an increase in sisal production.

But in another, significant part it arises from the fall
in abaca {because of the destruction of Fhilippine planta-
tions during the Second World War), and slower increase
in the producticn of heneguen {(which slowed down as a ‘

""" reé@lt of over~éattiﬂg~during—the War' years). In other
words, interfibre substitwability has operated in recent

years largely in favour of sisal.

5. The preceding propesitions need to be supvlemented in some additional
respects. Firstly, during the vost-war years synthetic fibres have made
considerable headway in hard fibre uses, azlthough the major impact (such
28, say, Jjute has had) is yet to come. Secondly, plans in the Philippines
and Mexico are likely to result in a larger volume of suppliss of abaca

1/
and henequen in the future.~ Thirdiy, notwithstanding. the.rslative

lmprovement in the position of sisal among hard fibres, sisal prices have

fluctuated widely from year te-yvear, and within the year, as.may be seen

below.

Sisal Prices — 1947 to 1944

TDecember

e 39470 1951 19570019600 . 1963 1964

Price Quotationg/
(B.Z.4. Sisal No.l)

C.I.¥. Buropean Ports
(Es. per ton) 72.3 229.8  71.8..102.L... 144.3 106

Source: Hard Pibres, London.

;/ For details see FAU, lonthly Bulletin of Agricultural Zconomics and
Statistics, Vol. 12, HMay 1963, PF.9.

g/ Annual prices are averages for the year. The guotation for December
1964 is at the beginning of the month.

i . S o PR b 1 288 e o 1 L
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Sisal in the Sub-regicn

7. Countries of the sub-region {and Angola and Lozambigue) produce
cufrently over 60 per cent of the world's total supply of sisal, a
devolution which has been in part facilitated {as may be seen below)
by the great decline in the role of Indonesia as the major producer
of sisal since the end of the Second World War. The current pattern of

production is outlined in Table 3.

TABLE 3

Troduction of HSisal in the Sub-region-(and_Angola, Mozambique) - 1935 to 1964

1535-38 © 1952-56 1961 1964
(average) (Average) : (estimates)
Tanganyika ' 92 : 177 201 - 230
Kenya El 33 39 . 64 70
Uganda - x . - o b4 hd
Angola ‘ 5 : .33 56 65
Meozambigue 20 T L. 24 29 33
Madagascar 2 14 - 15 e 24
Total : sﬁb.-re,giori 155 283 365 425
Rest of World 102 144 202 198
- of which,
Indonesia 90 30 16 3
Brazil =TT 165 173
Totals World .25 427 987 _ 623
Sources: See note to Table 1.

X iless than 1,000 tons a year; and:included under Henya.:.
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. 8. Tie lmportance of sisal in bthe counitries of the sub-region might

S e - L1 e : ' L
be sesn with the holp of detalls—/ abcut Ienya a2nd Tanganyika.

9. - The’main sisal: arezs of Tanganyika, cover 574,000 acres and nearly
‘one~third {105,000 in 196); of the. ¢rganized labour force in the country
is employed in the sisal industry (i.e. planitations and processing
factories on the estates). Thea investment exceeds &40 milliocn (112
aillion US dollars), and over 1920-1361 exports have averaged 35 per

cent of the total export trade.

10. The area under sisal in kKenya is 260,000 acres, and organized work
force {as distinguished from African small-holders mostly growing hedge
msisal)_is,qver 28,000;..In_1960 sisal formed 13 per cent of the export

proceeds of Kenya.

“11. The next table attemp*ts a more systematic stztement of the vital

role  of sisal exports in the foreign trade of the countries of, the sub-

region.
TABLE 4
axports of Jisal and Total Exports - 1963
share
: ' of
Sisal Exports (1963) Total Ixports (1963) Sisal
Targanyika 22.7 m.& ' 62,3 m.L - 36k
Kenya ' 7.5 m.% 43,7 muE C17%
“adazasoar 1,510 m.CR4 20,261 m.CFA’ 9%
Angola 578 m.Bs. 4,73@ “m,Zsudos 12%
Hozambilgue 262 m.gs. - 2,896  m.3scudos 9%

Source: Yearbook of International Trade Statistics, 1963, United Nations.

i/ The Tacts in twis and the immediately following paragraph are derived
from Lock, G.W., Bisal, Longmansg, Green & Co. Ltd., 1962; Barclays
Bank D.C.0., Sisal and other Hard Fibres, 1963; and materials from
the Xenya Sisal Board.
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12, The most pertinent fact about the internatiocnal trade in sisal 1s
that the producing couniries have not hitherto been significant wanafacturers
- of end-rroducts, apart {rom minor usase On a handicraft basis. The following

Tigures bring.out the near- identity of production and exports of fibre which

is a conseguence. of the lack of manufacturing development. - .

TARLE .5

Gomparison between iroduction of Sisal Fibre and
its srports - 1961 0.1363 (iong tons) -

1§ _;u_:‘t “’nu't (.:'Eky s 12-61._"-3)_ ._:X i.._OI"t B ( AV . 19 61 3 )

P TS

Tanganyika 208, C00 tons ' 203, 000 tons
Kenya - - . . b4,000 tons 55,500 tons
padagascar : . - 13,600 tons : 14 CuO tons
hkngola 63;,00C tons 62,360 tons
uOZamquue 26,800 tons 28,000 tons

Source:s Lased on data from Card Fibres, London. Figures for ladagascar are
based on 1360, 1961 and 1962.

13. iais absenue SE manufmcturln& facllLtleS (JLth the exception of a small
“industry in Reaya; Joes not issue either from the nature of hard fibres or
from the abs jence of a large volume of internaticnal trade. Lnﬁb, I'exico,
“the Horii‘s 1ead1n& produoer “of hfnequen, exported 76,000 ﬁ. tons out of a
total output of 969Ou tong in the form of fibre in the thxee years (average)
precedihgmthé_se@ond1World Har. qordage~expertswdur1ng the same period
amounted to only 8,300 tons. In sabseqaent years, development of manufac-
turlng facllltles has lifted cordage exports to 76 000 tons in 1363 and

brought about a fall in fibre exports to 25,000 tons.
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14. The impressive growth of the lexicen cordage iﬂdustries is zlso not

an isolated phenomencn. . It is merely a counterpart of the growth in World
demand for kard fibres which was documented partially 1n Table 1. —/ Liore
‘specifically, attention should. be. dlrected to the fact. that cordage exportsg/
entering international trade aggregated over 216,000 iong ggnswln 1563,

The tabulation following concentrates on couniries that.havé succéssfully
developed an export trade in cordage, and underlines the fagi;tha%‘the

bulk of the world's exports of cordage currently axe derived-from production
in high-wage cost countries based on imports of fibre {with the leading

exception of Mexigo).

TABLE 6

" Loading Sxporters of Cordage — 1935 to 1963

axports of Cordage

Country ' 1935-38 (Av,) 1963 (Long Tons )
Belgium = 12,400 18,900
Canada 3,400 13,600
Cuba N - 2,800 L Nede
Denmark ‘ 640 10,400
France N E o . 5,800 . 3,400 |
W. Germany . . : : _ 1,700 ' ;: 3,800

. Mexico - - o 8,800 S 76,460
Netherlands - - . . ' . . 20,200 . _“12,00¢-
Fortugal .. e : ﬂegllslbie o 40,406m

+ United Kingdom . ' 18,2¢c0 . - 17,300

Source: - Bee notes to Table 1.

In the early 1920's the world ocutput of three main hard flbres .was rlaced
at 366,000 tons, compared to the current level of 9Co, 000 tons.

&

The figures relate to twenty countries listed by Hard Fibres, Londdn,
and probably represent 90 per cent or more of the total volume of trade.

ANy
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152 In short, the five major rscent developments of export capacity in a
“bbmparatively simple product structure like cordage have .taken plaoce: in .

four non-producers of [ibres —‘naseiy Belgium,; Janada; Denmark and

"”“Portugal - and only one fibre-producing country, Mexico., & closer look at

the former group is taken in the next table in order to bring cut the
further fact tiat exporis are not a marginal activity im these four
countries but form a substantive part of operations.

- TABLE 7

Txport Sector as % of Raw Material input 1963

Txports of Cordage as % of Lard

Country lere Tpports (1963) (Zuentities)
Belgium ; , S . S e
Canada et 27%
- Denmark. . Lk 45%
Portugal 100%

16. These dsvelopments indicate the existence of a vast international -
cordage market to which sisal sroducing countries of the sub~regiony .
Tanganyika, Kenya and Ladagascar, could direct themselves. However, 1%
should be clear that the future of world trade in cordage is conditioned
by two developments. OUn the one hand, many countries are likely to setiup
their own industries thereby causing a shrinkage in international tradse.
{n the other hand, the development of synthetic cordage is almost sure to
make magor inroads in the market for hard fibre cordage. In the circumstances,
Jany develoPment of cordage industries in the sub-region will have to be
based on comparatively modest notions of over-all rates of market growth
and might well have tc contend with conditions of severe competition from
established industries in other countries. BSubsequent sections nust be

viewed in relation to this over-all perspective.
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Rationale of an Jast African Cordage Industry
AT S [
17. The firsi step in considering the possibility of setting up a cordage

industry is the determination of the existing market and its likely rate of
growth. Detailed 5ata on cordage prcducts cover only Kenya, Uganda and
Tanza?ia; where the doheStic market might be placed at not more than
1,500'to£s, more than two-thirds of which is met from imports. ¥No clear
trend, upwards or downward, is evident, however. The cordage market in all
other countries of the sub-region is uniikely to exceed 3,500 tons and the
total figure for the sub-region of 5,000 tons might well be an over-estimate.
In any case the bulk of this demand is being met currently on a national
basis in several countries of the region, partly on a handicraft basis and
partly on a basis of factory output. (Bthiopia and 5. Ilhodesiz have

several factories). In any case, some of this demand will be so vareigated
in specifications, that it will have to be met to some extent from imports.,
In short, the impori substitutive demand .in the sub-region presently does
not exceed 2, 000 tons, and it would be unreallstlc to work on the basis of

a figure of more than 3,000 toas @Balnst the present heading for 19575.

18,  The wain market. zor cordagze industries baszsd on the utilization of
sisal woulid thus be dependent upon expert outlets, Intrepreneurial interest
in this area has been absert until recently and the new developmnents. in 1964
and 1665 (thése are reviewed below) do not add up to patterns similar in
volume either te¢ Mexico or Tortugal. Civen the immediate market prospects -
of severe cocpetition in a possibly shrinking international-mérkef iﬁré
ten-year view - 1t is 6f some doubt whether major growth (say afound the
crder of 50,000 tc 75,000 tons of cordage ocutput per year) can come about

in the fbreseable fﬁture wifhout the state assuﬁiﬁg an active rcle as

initiater, financier and bearer of risks.
19. The main economic justifications for urging.rapid growth of cordage
industries would be somewhat as follows:
(a) The net effect would be tb'up¥rradé'sisal exports by 36 per cent
or so than’ would be the case otherw1se, although this would vary

from year to yearj

R e i SR RSl ey L S A i s bnanabp A Ao s i s e
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(b} The gross capital: output ratio belag hlgh in the case of |
cordage industries \1 2 5 to 1:3.2 could e reearded as a fair
current range vased on extrapolations of current data for new

:”51531 gpinning factorles in Tanzania) the net upgradlng of the
raﬁ.material value by 36 per cent would imply a recovery of
‘the initial fofeign e;change outlay w1th1n two years, at the
outsides -

(c) Cordage prices tend to De more stable than the prlces of sigmal
and the impliolt enhancement of stability in export earnings
would be of immense benefit %0 the economles of Tanzanla and .

- . Kenya in partlcular.‘ The next table provides an indication of

the different varlablllty of the two nrice levels.

TABLE 8

‘Comparigon between Haw Materia;"gp@mginishe@mgggduct

Trices - 1360 to 1963

1960 961 1262 1563

Raw Materiall/ _ _ B
Prices (bs. per ton) . 102.1  90.0 100.5 144.3
1960 = 100 100 88 58 141

Finished Productg/ : : ' 4
Prices {5s. per ton) © - : 149 157 - 154 184
1960 = 100 . g L 100 EROL T 103 123

(¢) Considering all factors together - such as wage rates, comparatively
simple tgchnology, possibility of setting up an ultra-modern plant,
and abundant supply of raw material Which will be marginallj-cheaper
because of savings in transport costs — there is a fair chance that
‘cordage 1ndustrles of Tanganyika and Aenya mlcht emerge among the

lowest cost of producers in the world cver a perlod of time.

_/ Average annual price of BEA Sisal ¥o.l, c¢.i.f. Zuropean ports.

_/ Average annual price (mid-value of a narrow range) of standard baler
and Dbinder twines finer than 225 feet.

W
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20. Limited recogniticn of the latter kind of possibiiities 1s in fact

now taiking place. "In Uctobéy 1964 a Valer twine factory was inaugurated

" in Dar-eg-Salzam with an annual output of 4,000 tons. The first output

of fwiné.has now bean exporféd end the initial market response has been

regarded satlsfactory. Apotbér'factory,-capable of handling an annual

. intake of 3 GO0 tons of sisal flbre, was also expected to come into

production early in-1965, . A third factory, larger than either of the two

rlants menticned earlier, is planned for Tanga and is likely to commenoce
operations by the beginning of 1966,

2l. The three factories represent various kinds of entrepreneurial interest.

The first factory is owned by a_subsidiary company of a large rope interest

-from- the..United Kingdom. . In the second factory Jest German interests are

involved; and thé third factory is planned by resident Asian intsrests who
also run a sisal estate.

22.. The amounts of investment in fixed capital are, respectively, 5250,000,

L3OO 000 and =300;C00C. The total caﬂaclty for cordage might be placed in the

l nelghbourhood of lQ,uOO tons.

1

"PeTS?ectivés-fbr 1975

‘23:_ In the llght of tbu Drecedlng dlSCUSS¢Oﬂ§ settln@ cut Derspectlvos for

1975 is in the main a matter of encouraglnc prlvaue entergrlse on the one

hand anpd-of programming and other participation by the governments

- immedistely concerned, namely Tanganyika, Kenya, and Kadagagcar, on the

other. Tt is also & matter of setting Sights, as it were, and of organizing

capacities=.

24 . The subsequent exer01se uses a taroet flbure of 60 OOO tons for 1975,

and the only claim made for the flbure is tﬂat 1t is not unreascnabWe in
comparlson to the 1ndustr1es set up in recent years by Tex1oo and ortugal,

and seems to be well within the international market potential of 1875,

25+ Un the assumption that the growth of cordage industries should be spread
cver all the produ01ng countrles of the sub—reglon, the following distribu-

tion of canacltles and units iz offered as a ba51s of con31aerat10n.

v
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TABLE 9
 Perspective for Cordage Indu§jyies - 1975
i yXlstlng uapaclty ? ~ HMargin aﬁdditional‘ 7 : TotalzZ
. {by early 1960) . of ' Capacity Required | Capacity
Country . l No. of Capacity | Expansioni = by 1975 by 1975
1;Units‘;(ﬁnnual) ... by |No.of | Capacity |
o b ixistiAg Units | (Annual)
- L '-___l o units - BEPRIE I
|
Kenya 1 }' eoot “1,000tcns| 3-4 12,000tons | 13, 600t0:
| Tanganyika {12,000 8,000 5-6 116,000 38, GOC
| - : - _ ,
Uaand_a-l-/ ' 1 - i - oL 1 - 4,000 4,000
: madagascar o - i - < 1 7 4,000 £, GO0
i S : .4 .-12,600 - 9,000tons 10-12 : 38,000 59, 600

~or say 60,000to

26, Hhat would be uhe various 1mpllcat10ns of such a developwent°

27.- Flrst of all, llnvestment in Plxed capltal would be aroand L5 miliion.

(1. the basis of an average price of Ll09.2 per ton, the cordaée industry

would conswnme around 62,000 tons (1nclud1ng.wastage)quVSIEal fibre valued
_at £6 77 million. un. the basls of the correspondlng average price for the

finished prodact (5163 7 per ton) £T08S output would come to %9 82 miilion.

28, . Secondly, conversion of {say) 62,000 tons of fibre into 60,000 tons of
cordage will result in a net increase in. export proceeds of+%2.67 million.
{This is calculated after making an allowance of 510 per ton of finished
preoduct for all forel n ezchange implications, including remittance of
dividends on expatriate invesiment, remittance of expatriate salaries, stores
. and spares, etc., of non-domestic origin). In other words, exports of ccrdag
would yield 39.44 per cent more than the export of fibre Whiéh went into its

manufacture would have fetched.

N Jstlmated

;/ ._Uganda is not currently a producer of sisal to the tune of more than
1,00C tons. However, major develOpments have Been announc®d including
cne very large scheme,

g/ 411 capacity estimates are inclusive of & small margin of idle capacity
around 5 per cent.

| M ;



B/CI.14/INR/ 68

Page 13-

29. Thirdly, investment in [ixed capital will come to around &5 miliion.
Imployment of operatives would bs in the region of 4,000, that 1s, around
E1,25C {or US%3,500) per workplace created. This .is undoubtedly expensive
but an expert industry has to be geared tc the rigeurs ¢f a world marzet

and has to be judged in these terms. S

30. Fi nallJ, tﬁe net forelgn ehchange outlay involved in settlnb up ‘such
an 1ﬂiastry (at the rate of 75 per cent of the total flxed oapltal
expendlture, £5 mllllon) would be L3 75 ﬂlLllon, amd the annaal nei rate

of increase proceeds of L2 67 million will cover it in one a nalf years

of full—scale 0peratlon.
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CEAPTER ITII

.Bags‘aﬁd Baggihg Mzterials

The Market RRERALRY

31, The market for Gtags and 3agging materials in tﬁe sﬁb-ﬁegién averaged
40,635 toiis during 1955 to 1957. In the most recent biennium for which
cstimates can be made, 1962 to 1963, the market was only 10.51 per cent
higher, around 45,000 tong. - SR ' '

32, The comparatively sloﬁ-groﬁth'ﬁaj'ﬁe éxﬁléined along‘seﬁéfai lines.

In the first place, insofar as imporis of foods%dffs'éé1distingﬁished from
local production have risen the demand for bags has failed to benefit, In
the second place, the handling of materials has been undergoing gsignificant
changes throughout the sub-region, Mauritlus handles a portion of its

gugar now on a bulk basis; silos for handling grain have come into existence
in saveral countries; and throughout the region cement is now mostly handled
in paper bags., Uone of these examples is in itself pervasive, but taken
together these tendencies amount to a fair-sized and continuing erosion of
the direct relationship between bulk products and bagging materials. In

the third place, it is possible that the rise in the cost of bagging
materials, either as a result of the growth of high-cost home industries
and/or imposition of higher tariffs to protect these national industries
might have accentuated the inhibiting effect of the preceding factors on

the rate of growth of demand.

33. In any case, the fact remains that the production of grains, other
agricultural produce and cement in the sub-region has grown by perhaps 25
to 30 per cent over 1955 to 1963, whereas consumption of bags and bagging
materials has risen by less than 11 per cent. The next table stresses
country-wise variations in the picture and at the same time brings cut the

fact that the pattern is fairly general.



E/CN.14/INR/88
Page 15

TABLE 10

Total Consumption of Pags and Bagming Naterials — 1955 to 1963

| {Average) 1961 1962 T 1963
7l'TéﬂéanjiKém"m‘“ T 65476 tens. - 7,500 tens. 7,890 tons 7,550 tons
Kenya 13,670 9, 600 9,700 . 10,000
Uganda : €, 000 6,260 . 6, GOC
liadagascar 2,875 © 2,880 3,540 3,300
Mauritius 2,335 1,650 1,750 2,000
S. Fhédesia ) =i - - e
‘Malawi. ...k ;w291605‘mnmm, 10,000 10, 000 10, 000
Zambia N
Ethiopia o 4,670 . . 6,000 6, 000 6,000
Total for 40,625 tons 34,030 tons 45,140 tons  44,85C tons

* Countries above

‘Source: Import . statlstlcs as worked out by Industrlal Development
uOprTathn of Zambia. - -

: 34{‘ It might be ﬁcted; o anticipate -some of the later reasoning, that
countries like Ethiopia and Fadagascar {with a more positive uptrend in
growth) are primarilx dependent upon-locally manufactured bags from palm

fibre and pakka,- and not on imported jute sacking and hessian.

The Present State of Bagging Industries

35. The.current state of the manufactare of bags and bagging materials is

reviewed in the next table.
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TABLE 11

uanufavture of Bags and Bagglng haterﬂals in the

o sub—reglon = 1955 1o 1963 T .
. 1955 10 1957 '
Country (Average) 1958 1962 1963
Kenya 6,020 tons 7,400 8, 000 8, 000
Ethiopia 1, 600 1,990 3, 895 4,850
lMadagascar . 2,605 2,930 3,200 3,200
Hauritius 1,925 1,450 1,500 1,5C0
Total: 12,150 13,776 16,595 17,550

36, Froduction in the sub-region thus amounts to less than 40 per cent

of consumpiion. - C e e e e e+ e = ot e

37. The bag 1ndustry in Kenya is comprlbe% of .a- slngle factory, the Hast
Africa Bag and Cordage Co. Ltd., at Ruiru n;;r NaLrobl. The bulk of its
output consists of bags for coffee, tea, maize, etec. The factory also
manufactures cloth for coffee drjing, for packing pyrethum and also for
use in the tea 1ndustry A szall export market for buffing and polishing
cloth in Australla is also catered to by the factory, as Well as a larger

market in matting and carpetlng made from 51sa1

38, -Ths main fibres used by the Xenya factory are jute (for ‘mixing in bag
manufacture) to the tune of 25 per cent of its requlrements and the balance

in phornium tenax and PENT B SEI

39. The Ethiopiay indusfry consists of three factories which manufacture
sacks of different kinds., These factories mostly use doum palm fibre in

o suitable admixture with imported kenaf and imported jute. An approximate
breakdown for 1963 would be in the ratic of 50:5C for the home-grown doum
fibre and the imported fibres. The factories are located one each in

Asmara, Akaki and Addis Ababa.
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-40. The 1ndustry in “adagascar is comprlsed of one faotory at Naganga,
and its output covers nearly the entlre demaad for sacks in the country.
The factory manufactures sacks made out of a local fibre called 'pakkal’

(urena lobota) in admixture with imported jute.

41. The industry.in llauritius produces sacks for the sugar industry and
utilizes the entire fibre production of the island in admixture. with
imported jute. The production has to be supplemented by. import of jute

btags and hessian.

42.  Four generalizationsmight be made at this stage about the bagging .

industries in the sub-region.

43. Firstiy, as of now the'éub—regidn'is almost wholly lacking “in the -
production of ‘Soft*“fibres'likeﬂjﬁte, kenafi/ or Hesta.  Such production

" as exists is confinéd:tO'limited areas and is in rather limited quantltles.

44.; Secondly, tne attempt to use a hard fibre like 51sa1 even in sultable
admixture, is 01rcumscr1bed by several factors. For one, sacks made
chlefly out of . 51sal are heav1er, less clos ely woﬁen and leéé pliéble fhan
sacks made out of Jute and 31m11ar fibres. ‘(Pliability is a'problem to
gome extent even w1th doum flbre bags) Moreover, the use of hooks in
loading and. unloadlng does not favour sisal saoks because the aperture made
by the hook has a hablt of spreadlna 1nstead of re-01051ng as in the case

jute bags.

45. Thirdly, in each case the loceal induStryjhas needed special measures of
- permanent ‘assistance in one form or another %o offset. its higher costs of

production.g/ In ©thiopia,:this help from the State takes the shape of a

;/ From time to time encouraging reports of experiments with kenaf have
made their appearance in several countries of the region, such as
Tanganyika and Southern Rhodesia. But various problems, such as

- 'mechanical methods of retting the fibre, have bogged down progress.

-.g/‘ Cne principal faetor in the higher cost of production is the cost of
fibre. Thus, in a recent year the f.o.b. price of a ton of Indian jute
sacks was US.$283.19 per ton. During the same period the f.o.b. price

of 'a ton of sisal fibre alone was US$285.88. Considering the fact that
sisal bags tend to be heavier, the raw material content of a pure sisal
bag would be twice a® expensive as that of a jute bag. These figures
would vary from year to year and from one country to another but sum
up the fundamental cost problem of the bagging industry in the sub-
region when based on indigenous fibres.
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very high customs duty (19.53 US cents per kilo plus 13 per cent ad valorem)
which amounts to an 1nc1dence of around 53 per cent over the 1963 average
c.i.f. prlce. “In kenya a special agreement with tea plantatlons-ensures
the offtake of bags and prices are pegged higher in & regulated'llnk—up
with the prices of imported sacks. In Mauritius, the state-owned factory
is Tun at a loss and offtake of bags is ensured only by a collective
agreement with sugar mill owners. In ladagascar; the intricacies of the
Franc zons and a higher customs tariff are effective barriers to imported

goods.

46, Tourthly, as a conseguence, national manufacture ¢f bageing has .
hitherto functioned on grounds other than commercial wviability in
international cost terms at any rate. Con51deratlons 1nvolved have ronged
from import-saving to the d991re to help partlcalarly baqkward parts of
the country by the creation of some economic opportunltles for employment.
Many of these factors might be justified con larger economic grounds and on
the basis of extra—eoonomlc considerations. Buil it is doubﬁful Whether

a sub—reglonal industry, such as is Droposed in the next sectlon, directed
towards reducing Currént dependence on imported Jute goods could be based
on slmllar con51deratlons consistent with reascnable cost levels (it should
be reallzed that insofar as the lmported Jute goods are merely packing for
exﬁqrts théyﬁare an 1mportant element ‘in the general cost effectlveness

of the countries of the sub—reglon)

Perspectives for a sub-regional industry

47 As - was sSeéh-earlier, current ‘preduction of bags and. bagging materials
in the sub-region amounts to 17,550 tons.out of a total market around
45,000 tons. The scope for import substitution is thus seen, in the--dargest
7sense of the term, at 27,000 tons and if some of the shortfall on account

of non-reportlng countrles Were - made good thls flgure mlght rlse to as
muck as 30,000 tons. However, jn view of the tendency of. several countrles
in the sub-region to ralse natlonal industries on:a-economic: congiderations,

noted earlier, the market for 1mport#subst1tut10n ‘has to be seen in

“*chn51derab1y lower terms. A further-cous;deratlon lies in the factors

'Ltendlng to inhibit the over-all rates of growth of the market for bags.
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48. The next table séts out the over-all sub-regional projecticns for

1970 and 1975 on an approximate basis with these factors in view. -

TABLE 12

Perspectives for Bagging Industries 3 1370 and 1975

1963 1970 1975

4, Overnall market 45,000 tons 50, 000 tons . 60-T75,000 tons
B. Watlonal

Production

from(mainly)

local fibres 17,550 tons 3G, GO0 tons 35-4C, 0C0 tons
€. Balance

gscope for import

gubstitution

(A-B) . 275450 tons 20,000 tons 25-35,000 tons:: .

30, CCO tonsl/ 23,000 tonsi/ o 28=38,000 tonsi/

49. In the above table the figures for 1970 have a larger basis in validi{y
becausé the incidence of substitutive measures of various kinds can be sesen
more deflnltlvely as a cont1n¢at10n, more or 1ess, of trends in the preceding
period. The figures for 1975 are steeved in uncertalnty on two grounds.
First of all, the impact of substitutive trends could become vastly enlarged
and secondly, the possible emergence of Kenaf as a viable, abundant source

of raw materlal within the sub- -Tegion might shift the growth of the flbre

1ndustr1es to a raw material oriented pattern.

50. The proposals in this sectlon are therefore based on the 1970 perspectlve,
The over-all market is expected to grow on a rather mecdest basis, a shade

over 11 per cent,lover the seven years. Thls is roughly comparable to the
performance over 1955 to 1963 and does not make any assumption about increased
impact of subgtitutive practices. Even 1f the latter were to occur, it

would not affect the market of 50,000 tons very much especlally if the sub—

region becomes more nearly self—sufflclent in foodgralns.

;/ Inclusive of estimate for countries for which details were not available
for 1963.
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51. Tke next variable in “the ‘picture is the growth of natlonal ploductjon
on +the basis of 1ndlgpno1.u fibres. Ixpansior plans are on the anv11'in
Ethiopia, where in addition a new sisal development is being iaid out with

a view to creating supplies for & bag factory. These, together, might

- s

well total 5-6,000 toms of additional output.. There is a.Plan to set up
a sack factory with a ceapacity of 1,50C tons pei annum (based on doum palm
fibre) in Zambia, Less specific interest iw.local fibre utilization has
been expressed in several other countries of the sub-region. If it is
assumed that countries will prefer utilising their own Ffibre produciicn
(which is otherwise in several cases a valuelass product) in the first
place, this part of the growth in bagging production will determiné the
scope of bagging industries coming up wholiy on the basis of imporied
fibres. To the extent to which th~ mrnjection under this heading (30,000
tons) is an over-estimate o unc egw-gstinate there will he a spillover
1nto or detractioen f?om the third catezory, namely "Balance Scope for

Import Substitution".

52. The range under the last heading is placed at 20/23,000 tons. It is
proposed that_this be met bv setting ur “woe sub-regicnal projects - one for
the manufacture of juis sacks and, sacking; and one for the manufacture of
hessian. ‘Both‘prqjects‘shpuld be based, it 1w felt; on imported raw jule,
one of the cheapest fibrgs} in the world and which in any case forms the.

basis of current pattern of smport.

53. . The proposed plahts should cater io &' sub-regional market (excepﬁ
insofar as it is met by industriés based on nnghuoost local fibres). The

_ scale”Qf operations is so designed as to compare with the larger jute mills
of India and to attain the maximum spreac. of overhsads, on the one hand and
to achieve the maximom worker and machine. efficiency ou the other, The
objective Would be to create a jute miil complex.in the sub-region, which:

works on the basis of machinery and layoul vastly superior %o the general

l/ In addition raw.juté has entered world trade to-the tune of 825,000
to 960,000 tons a year in recent years
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run of established Indian mills, the world's largest exporters, and
which secures beitsr man: machine ratios to compensate for lower wage
costs in Indian jute mills. Given couwpetitive importing .of raw material

(the prices of which zzre set by a world market, and ‘n ony case the rav
LLae p \! 9

o

-material exvorts taka'plfdé';n tas largest part from Pakistan), the

: 1
- - - L. . .4 N
exercise shouid rezvlt 1n orices as competitive™” as those of Indian

mille., The paragraphs welow set out the broad vontours of such an

exercise.,
54.f.The total o@tput, itlis propoged; should be distributed in two plants
on a basis roughly comparable to current demand patiterns:

{(a) a sacling and sacks nlent with an annual output of 15,000

tong, end
{b) a hessiwn. and other Jute ecioth plant with an annual output
of 6,000 %one.
55« The location of these vlonts is partly'a natter of choice, except

that over-ail franspori cosb considerciions would probably favour a country

“like Mauritiud” or/and anciher suitatie locabion aleng the coast line, %o be

¥
Yo

o)
determined in o detailed Meesibiliiy stud
56.- Below are sci cot zome oFf vae Tinancicl and other implications of the

propesals made,. The orica and Lurnover data is obviously variable,

depending upou prices or raw jute and Tinished products. and the cost

assumptions are madc on the hetter indian basis worked out on the basis of

export prices. - L L -

1/ Considering +he basic fact that raw material gosts will be higher in

the sub-region (the distance 4o be traveiled by the vaw material is
greater ard its volume will now have tc be larger to allow for some
wastage in manufacture), prices competitive with Indian mills imply
manufacturing costs which dre marginally (say 3 io 4 per cent) lower
7 "Thar those of Indian mills. This should be no great burden if two
things are appreviaied. indian macniinirzes wic ~1le, and costs vary
widely within exporting Indian mills, . Significantly, Pakistan has
built up, since 1947, an 1ndustry whose'annual output exceeds
316,000 metric tons starting from o negligible amount. As a matter
of fact, it is argusble thai the expavrience of the Pakistan industry
is more directly relevant to the kind of exercise undertaken here.
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15, 000G ton 3acking Plant S,OOO:ton Hegeizn DPlant
Ao Annual outputb 1%, 000 ton 6,000 tons
B, Annual furnover US$ 4.51 milliom, Us$ 2.47 miliion, @
! @ $300.84 per ton $ 411.55 per ton
¢, Cost of raw materizl  USELT73.T4 Us$200.00
per ton of finished -
product
D. Cost of Raw HMaterial US$ 2.61 million Us$ 1.2 miliion
E. Hanufacturing
Cost per ton of
finished product,
inclusive of
profits and
depreciation US§127.10 Us$211.55
F, TForeign Zxchange
costs of all kinds
(including remit-
tances, etc.) j
per ton US$H207. 30 US$280.00 :
C. Foreign exchange
gavings
-~ per ton US$§93.54 US$131.55. !
~ for annuzl US$l.4 million Us$ 0.79 million '
output. (&) ' [
H. Investment in : : o :
Fixed Capital . U8$ 7.50 million UsS$ .. 2.50 million :
: ]
I. Toreign exchange i ;
portion of (H) F ;
’ @ 75 per cent | US$ 5.63 million US$ 1.88 million }
| E - : . - ;
. J. Recovery Period { e
! of Initial Foreign | | _ ‘
: - Exchange Outlay - | A little over Approximately 2.4 year%
: I +G i 4 years. |
r : ! i
j
57. The investment patterns abﬁvé are based on recent gquotations and

estimates, and should be considered tentative.





