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Basic cost structure of a garments manufacturing plant

($) ($)

Turnover xxx 100%

Less: Costs of Sales

Materials xxx 65%

Direct Labour xxx 22%

Factory/Production Overheads xxx 5% (xxx) 92%

Gross Profit xxx 8%

Less: Operating Expenses (xxx) 4%

Net Profit xxx 4%
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 Material cost: 

It is the cost of  commodities supplied to an undertaking. This includes, cost of  procurements, freight 

inward, taxes and insurances. These activities are included in material cost because; they are directly 

attributable for the acquisition of  material. Here the material can be specified as any substance from 

which the item is made. It might be in a crude state as raw material, e.g., fiber for fabric and raw 

chemicals for dyeing, and so on. Additionally it may be also be in a made state – parts, e.g., buttons, 

zippers, and so on, materials can be direct and indirect. 

 

  

https://textilecourse.blogspot.com/2018/02/textile-fibers-classification.html
https://textilecourse.blogspot.com/2018/11/list-trims-accessories.html
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 Labor Cost: 

Human efforts used for conversion of  materials into finished products or doing various jobs in the 

business are known as labor. Payment made towards the labor is called labor cost. It can also be direct 

and indirect. 

 Factory Overheads: 

Indirect expenses are called overheads, which include indirect material and indirect labor.  

 Operating Expenses: 

All expenditures other than direct or indirect costs incurred for manufacturing a product or rendering 

service are termed as “expenses”. 
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 Materials   65% **  basically fixed 

  

 Labor   22%  **  can be reduced significantly via productivity improvement 

 Factory Overheads  5%  ** relatively insignificant 

  

 Operating Expenses  4% ** relatively insignificant 
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Minimum wage changes over the years in Cambodia from 2000 to 2020 

Years Minimum wage increment % 

2000 $40    

2004 $45  12.50% 

2008 $50  11.11% 

2012 $61  22.00% 

2014 $100  63.93% 

2015 $128  28.00% 

2016 $140  9.38% 

2017 $153  9.29% 

2018 $170  11.11% 

2019 $182  7.06% 

2020 $190  4.40% 
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Challenge : Basic education 

Lacking in almost all aspects,  

from basic infrastructure,  

to qualified teaching professionals.   
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Challenge : technical  

skills 

Struggling to fill up  

various jobs along the 

lengthy process chain 

 

   



INDUSTRY COST STRUCTURE & CHALLENGES TO FIRM PRODUCTIVITY IMPROVEMENT 

 Challenge : Vertical setup – capital Vs ROI  

 There are virtually zero “vertically setup textiles Company, due to various reasons, 

like high energy costs, lack of support, etc. 
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Challenge : vocational training 

Suitably adequate vocational 

Training centres lacking 

e.g. CGTI 
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Challenge : Health 
 

健康=财富 
健康的人才, 

是一个国家最宝贵的财富。 
人民健康强壮, 

国家才能繁荣富强。 
 

Health = wealth  
health of talent,  

is a country most precious wealth.  
Only when the people are healthy and strong， 

can the country prosper and prosper 
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Challenge : Health 
food nutrition & hygiene 
Lethargic, medical leave, fainting, etc. 
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Challenge : Infrastructure 

transportation system 
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 Challenge : Infrastructure 

 housing (includes lacking in basic infrastructure, water, electricity, etc) 
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Challenge : Unionized factories 

  factory with ineffective disciplinary actions, inefficient production system 

“According to the ministry, as of  the first quarter of  this year, there were 4,949 vocational training organisations registered with the ministry. 

Among them, there are 4,722 union bases, 189 labour union federations, 29 confederations of  trade unions and nine employers’ associations.” 
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 When pulled in so many directions, how to move forward? 
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