fa a2 fo am 2a1fds (91

BIDS WORKING PAPER

—

A
=&
"ﬁq -'llal.’:F
<

- o QA AW AN eToba
L CAN I D) P11, JICETRA

W P - ‘7 BANGLADESH INSTITUTE OF DEVELOPMENT STUDIES
' DHAKA, BANGLADESH -

ST e — e — — ey e




RAN (RIDS
WP- ) s -
gadl"

ﬁr" 04504&!3,"@
*r R4

o ft;E?E?;LE&Qn

Lot H.LQLHSLhiﬁhn

== o e ¥
!F 7 Working Paper No-7 - °
-.IE-@ : 705 : . : :
—f . AGRICULTURAL TOOLS AND IMPLEMENTS
o0 — INDUSTRY IN BANGLADESH: A CASE STUDY.#®
= KHANDAKER MUSTAHIDUR RAHMAN®*#* fodt, :
KHAN MD. NABIUL ISLAM** heee wt
o H' v
5 Lnlﬂ_mh“. 1988
- ; : - '“-::.‘ x 3 - 1 -
B desh Institute of Development Studies,
17, Agargaon, Sher-e-Bangla Nagar
Dhaka-7, G.P.0. Box No. 3854
= This paper wae prepared in 1980 within the framework of Rural Industries -

Study Project (RISP) undertaken by the Bangladesh Institute of
Developgment Studies.

* The authors are respectively Professor, Department of Economics,
Jahangirnagar University and, Research Associate, BIDS. They are gra-
teful to Dr. Q.X. Ahmad, the then Project Director, and to Dr. Z.
Bakht of BIDS for their guidance while conducting the study. The
authors wish to record particular thanks to Mr. Humayun Kabir, Statis-
tical Officer, Ministry of Health, for his assistance provided. at that
time at various stages of the study including data collection and pro-
cessing. However, for the remaining errors the authors alone are
responsible. :

3 : Price Tk. 45.00




CHAPTER

II

I1I

CONTENTS
IHTRUDUCTIUN
Ta1 Introduction _
%2 Objective and scope of the study
1«3 Definition of the industry
1.4  Selection of survey areas and the sample
1.5 Organisation of the study

STRUCTURE OUF THE INDUSTRY

21
2re
2.3
2.4
2.5
2.6
2.7
2.8
2+9

Composition of output :
Repair activity of the industry
Seasonality of production

The extent of specialisation

Size structure of enterprises

Age structure of enterprises
Ownership pattern of the industry
Present 1ocationmbf enterprises

Occupational origin

2.10 Sources and levels of income

EMPLOYMENT AND LABOUk

3ad
3.2
3.3
St

The types of workers
Labour use in the industry :
Types of hired workers and their wage rates

Characteristics of workers and proprietors

w3



i

%

CAPITAL TECHNOLOGY AND INVESTMENT

. 4,1 Composition of capital

k.2 Technology

4,3 Level of ir¥estment
™ \ T

v IIEH!H, 7hLUE—kDUEB AHD PRUDHGTIQH

- q;;gqialtinn nf pra&uctinn

‘- Input structure and value added
Inter-industry linkages

Production behaviour —— f
Productivity of Labour and Capital
Utilization of profit and capital acuumulatiun




'r

-

CHAPTER - 1

1.1 Introduction

The importance of the agricultural tools and impleen{s industry
cas hardly be over emphasized in a less developed & predominautly agri-
cmltural country like Bangladesh. Growth in this industry has been
jdentified as one of the most important vehicles by which technological

changes can be brought about in an economy with predominant agriculture

sector; this has the unique advantage in having tools, implements and

sachinery fabrication facilities which can be used for adaptation and

diffusion of technologies using indegeneous skills of labour and endow-
pents. Diffusion and adaptation of technology in this industry has there-
fore 2 wital role to play in bringing about a téchnulngical change in the
domimant agricultural sector in the economy which in turn will induce
techmological changes in other sectors of the economy through linkage

effects.

nn;ladeah {s a typical less developed country. The dominant sector

of the ecomomy is agriculture. The technology in agriculture is rudi-
memtary and the productivity is one of the lowest in the world. One way
to foster growth in production and employment in this sectors is to
jmprove the technology in use. The demand for new equipment from this
sector then becomes one of the major determinants for the enterprises’
decesion to produce it. One may identify several factors which will
determine the nature and speed of the technological changes in the
ecomomy brought about by the farm tools and implement industry. First,
the structure of the agricultural tools and implement industry will

sct a= = determinant. Secondly, institutional factors will also deter-
mine the mature and apeed of the technological change and f\inally, for
ﬁ-:-ill generation of the local production of an equipment inno-
“ ﬂ jts use by farmers, infra-structure both social and physical

should h i-'!nloped and extension services are needed.



In view of the above, a atudy regarding the agricultural
tools and implement industry in Bangladesh is use ful, anbrtunﬂ-_
tely, very little amount of work has so far been done on. this
industry particularly, on the structural, technological and econo-

mical aspects of the industry. e a it e

E T T e

- LA

Ts2. Objective ang Scope of the study

The object of the study is to generate some useful infor- -
mation relating to. structural, technological and institutional
characteristics of the agricultural'tbols'and implement industry
and characteristies of it regarding inputs, outputs, . }ahﬂgr,:qra-fﬂ?
dit and marketing, with a view to undarutand;n;ﬂgggi?%$§§5f;ﬁé%ggi
growth and 1dant1fying its cnnatralnts and dlffieultiat, that
help policy markers to formulate apprupr;ate policips; In p&rticular,
the study will hlghllght the fallaulng iauuaa ralating to fhe indus-

tr?- A .

Te ihe-structural characterlstica of the 1ndugpr3'qynh as_
size and age distribution of the enterprises, the aunpnsltion
of output, gengraphical location and the degree of specializ~- S
atiun‘in the industry. : '

2. the characteristics of workers employed in the " induatny“' .
their background, the nature of their involvement and tﬂrﬂﬂraﬂﬂ

conditions of their services, )

BEPT T e
3« the structure of capital, and assets, the working capital

requirements, the nature of technology in use and £&§qea're1atin§
to investment in the enterprises.

ol _;..'.ii.,‘-"-'-..:'-:'
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4. the structure of inputs, costs, ocutput and value added .of
the industry, the inter-industry linkages, the production behaviour
with particular reference to efficiency of factor use, profits and

the accumulation of capital in the entérprises,na

5. the problems of finance, the characteristics of credit

market, the organisation of marketing such as the procurement
of raw materials and their agents, disposal of output and the

m of wtitlm in the industry.
he

'-‘r
-

i'. <l "Q ' : :

3‘:.3. Definition of the industry

In defining the agricultural tools and implement industry
there are certain problems. If one defines agriculture in narrow.
sease, then crop picducticn activity only can be called agricul=
tural activity. Under the broader definition of agriculture one
‘could include fishing, cattle or sheep raising, forestry apart
from the crop cultivation activity. Therefore, questions that one
has to face regarding the definition are (1) what constitutes an
agricultural activity and therefore which tools, implements or
m=chines can properly be called agricultural and (2) how should -
ome treat these implements and tools such as,: boats, wooden uart
spade, sickle, axesswinnowers, containers, mat, etu._ﬁhlﬂh have
also mom-agricultural use: Further, many of the enterprlaéa,prcr

g farm-tools and implements also make nan—agriﬁultuﬁéi imple=-
s such as, enterprises proﬂucing wooden and bamboo farm tools
‘and equipments also produce chairs, tables, doors, and the black-
mwucns ‘both agricultural and nonuagrlcultural metal

equipments and tools.



-

The agricultural tools and implements were therefore,
defined as those which were used in farming aﬂtivity,whe;her
or not they had other uses. The uscrs of tools and implements
in farming and out farming were often the saﬁe individuals.
Many of the enterpriseé produced both types of items. The
enterprises which produced fishing nets and equipments (and
also farm equipments), boats (used as farnm implement:in_ﬁhef

rainy season) and the containers and mats made from bamboo

and cane, were also included in the definition.

1.4, Selection of survey areas, and the samples

For the purpose of selecting a sample of enterprises in
the industry, five RISP Thanas (1) and two other Thanas out

e e

RISP survey areas were pre-selected on the basis nfi&ﬁhﬁgi" IIIII 2
concentraticn, concentration of key industry and accessibility.
Allocation of the samﬁle enterprises among thﬂﬂe-ﬂ}{iareht
'thaﬁas were done in ﬁropﬂrtion to the number of enterprises in
this industry. The size of the sample was initially fixed at

90. However, only 79 observations could be retained after a
thorough check of cnnsisteﬁéy. The proportion of ente}prises
producing various types of items in the total number of snmplq
enterprises was fixed.on the basis of number af—&nterprisqgl:

in the RISP survey Thanas. /Ihe sampling. frdme was that of the

"RISP 7. The observations ﬁéfé drawn raniomly. z
= : G 7

(1) see RISP, phase-1, report, BIDS, Dhaka - s
RISP Thanas were, Pubna (Kottwali), Muradnagar, Narsinghdi,
Sherpur and Swerupkthi. Other thanas were Manikganj and
Devidwar., ; : :




Allocation within a Thana was done on the basis of concen-
tration of the key enterprisges in the Thaﬂﬂ.“Howcver striet
preportion could not be malntalned due to faatnrs like non-
response and inaccessibility. Becauge of the purposive nature of
Belection and the small size of the sample, it ean hardly be
'~-* representative of the-*ﬁrlcultural tcols and implements 1ndustry
“ in the economys We therefore refrained from nhtalnlng estimates
of the econcmy as a whole. :

Beczuse of rnlatirnlf small size of the sample, the errors
"*f;ilnt-hly minor. Since most of the cnterprises were small,
based nnes. the respondents often could not give the

' ﬁ;"" answers to some of the questions. Since thay had no
*ﬁw-ting system, most of the answers recorded were from memory.,
Bowever, cneé can assume that the bias created in this way was
mmifora uth zero mean and could not affect the sample in a

I“;.* -

l‘m“nt way.

However, bias was also there due to willful hiding of infor=
m=tion out of fear as they misunderstood the interviewers or
exaggerations of information due to expectations. This bias was

lnt evenly distributed and hence the sample may suffer from
tlll bias.

%.5. Organization of the study

The study has been orgnnised in the following way. In.
II, structural eharacteristics of the industry has been

ed. In chapter-III, characteristies of workers, their terms




and conditicns of labour use, etc. have been discussed. In chapter-IV,
the capital structure and the technoelogy has been briefly analysed.
In chapter-V, inputs, valﬁe-uddgd1 costs &1ung the production beha-
viour hove been analysed. In chaﬁt%r-?l,_prublems of finance and
marketing have heenldiscussed followed by a concluding remark in
chapter VII, .




CEAPTER II

223 The main purpose of this ehapter is to provide some
5 inasjghts intc structural characteristies 6f the agricultural
£cols and implement industry in Bangladesh using the survey
information. In particular, we shall be dealing with the come
position of the output, the éeasonality of production, the
extent cof repair aetivity, the entent of speecialization of
- 3industry, the size and age structure, organizational forms
_==d the cccupational structure along with intergenerational
m lnhility of this industry. Some: observations will

'_l- made on incomes by main occupntions of the enterpre-

A
= 2.1. Composition of Output

-~

The industry produces a wide range of tools and implements

"-!g their replacemeﬁt,parts. The types and eomposition of cutput,

their relative share in the total value of industry output and

2 fuller description of tools and implements bf the types of
= enterprises have been presented in Table 2.1. The diversity of
the cutput is clearly evident from the table. It is also evident
that many of the enterprises produce more than one product
{tke number of enterprises is 79 whereas the number of various
items is 134). Une can also notice that there is little overlap
Between the producers of different types of tools and imp}eménﬁs.
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TABLE 2.1

Composition of output of the sample enterprises
(in reference month)

Y

. e e _ —- g ] ;
Industpy ! Description . | No. of 1 % of t Value of. ' % of
Ky Y1 products. actua- . | enterpri-! total ; the out- ' total
yP i+ 11y produced in , Ses manu~, enter= ' put- from i value
:'refarencelmbnth ' facturing } prisea_!_qamp;g- s output
' e R R ! the pro- | .l enter= :
x E i i-ducts E ---:?@mih!ngh) .i
L] A f - \ . ..""’I'I' i
o RS T P SIS f2i08
1I- Bﬂﬂ.t i .i) Boa:t I ? '8.9 8009 12-1*
making ©31) Row . B 2.5 4543 b
2. Wooden i) Wooden wheel(cart) 2 2.5
Cart & - ;
Kb ii) Harrow 9 11.4
tools iii) Hoe 2 2.5
: iv) -Yoke: ' s itk 1.4
v) Plough,plough * 13 .  16.5
share;plough ; ¥
beam e : o g S Ty

vi) Rice hullers, . T T
Dheki, hullers 1 1.3 BN s 08
and accessoriaes . $3 :

3. Fishing i) Various kinds

net & of nets R e R 0.8
iliglng ii) Fishing equipments, - e - |
bt tools, etc.. RS T A " ~--~1&2T“—*. e 14 -
'iii) Other implements T '1 :
& tools 1 TaS 66 € 2 (o P S

e

Contdss ey "
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Table 2.1 (contd.)

—— o " e —_——

2 i L i
+ 8gri.tools- i) Chopper,sickle 18 22.8 13374 20.8
j‘lncksmithf. knife and other
ing hand tools SR _
ii) Spade,shavel, 13 1645 2h26 3.8
scrapper,harve- : :
sters weeders,
etc .
iii) Axe,planer t
planters oy ' L 966 , 1.5
iv) Coulter 14 17 hop& . 6.3
v) Guti(wei§hts 2 _ : : '
for nets 2 2a5 ~ 860 1.3
g vi) Other agricul- : T
e . tural tools 3 3.8 1165 1.8
S- Bamboo,canc, i) Bamboo & cane ' | e
container . mat 6 7+6 - 3209 - 5.0
=t ii) Bamboo & cane v - 3
container(small) 5 6.3 721 L
iii)Winnowers ¥ S 3.8 626 e
iv) Bamboo & cane = j :
container(storage
purposes) large Lk 13.9 3701 5.8

Col-3: A single enterprise may have produced several items -'50'6@9 ne. o
enterprises manufacturing products are overlapping and hence the
total ne. of enterprises is obviously greater than 79.

And as such col-4 dos not ‘add to 100 but éssentially greater
than that. : £

G ﬁh1-5: Value of output of all produections including at&qkl if any
Industry type - 4, ¢-g. blacksmithing : Value of output includes

revenue receipts from service.

Other industry types : Value of output excludes service receipts,
if any.
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Most of thé items listnd in Table 2.1 arc_sulf—explanatﬂrx and needs
"no furﬁher elucidation, However, items listed under fishing nets ang
equipments’ bamhaoi:“”Vcane gpnf&@ners and mats, and agricultural tocls

{blacksmith), a wide range of products have been agregatea,

The relative importance of each product cah also be seon fromp the
table. It is inte}esting to notice that there is aicdﬁplete absence of
items.like.pumﬁi tractcrs, disc harrows and other power driven agricul-

tural machinery..” . : Boat making accounts for about 19.5 percent of "total

tutes about 12.4 percents Wcoden agricultural tools dccount for about
29.8 percent of the total value of produce of which harrow,
Plough, Ploughshare, plough-beam and items like p

agriculturalstools ang implements account for the largest share, i.c,
35*5 Percent of which'chopper {Dau), sickle, knivéﬁ'&ni'dther hand-tools
" alone constitute about 20.8% of the total value of produce. Items like

1. Pumps and power and manual-power driven agricultural machinery
by small enterprises. Thers were some large Cooperatives in
existence run by BADC and Bangladesh Engineering T
Corporation which produce these items in small quantities,
There are very few private énterpries which have machine
fabrication facilities.

2. Boats ayé important agricultural implements in country ii#e :
Banzladesh, : : ; —X
=

S i
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gey Bhovel, serapper, harvester, a%c, plinter, coulter and other
tur=l toole account for 14.7 percent. Bamboo and cane. containers

mats constitute 12.8 percent of the ¥otal value of the produce cf

= industry.

- -

= X comsiderablc number of Lnternrisas also produced nonsgriculturel
f anc implements. These werc exelugively for small-Beirle rurel enitcr-=

and consisted such items as wooden fixtures and furniture, do-rs

S ]
T

# .

|
_'_‘-m. domostic metal tnals, furniture and fixtures, etc. and
o

b e

J}f_{-.- by the ﬁnterprlaes of this industry with non-specia-

1s and their prevalence reflects the naturc of
erprises of the industry. One can safely assume that their out-
is gquite flexible and can be readily changed inirésgonse to
demand conditions. -
R - should ncot hOHE?ET rely toc much on the absolute flﬁurhs of the
-h,%mt they are merely indicative. For, most of the enter-
’lilliﬂlltcrvleuud did not keep any records of input & output, some

24 mot accurately remember their past output. The errors in recalls.
their output figures werc also caussd partly due tc the continually

output mix. Further, some mode purposeful underestimotion of
* cutput while scme made exaggerated claims. However, inconsisten-
removed by ellmlnatlng those enterprises that gave clearly
s figures. Nonethless, therc may stlll be some | buas in th¢

2 of the output of the enterprises.Despite the possible

w .

windows., wooden spindle for textiles, wooden wheels for cart, shuttles

‘eame containers and m“ts for domestie uses. All these products -




g

biases iﬁ the absolute figures, there is 10 resson te believe

that the ratio of the output of cuach item to the total indusfry
nutpﬁt is Euhject to any systcmaéic bias. Survey results Pruvide
us with fairly accurate Picture of the composition of the output

&f the industry.

The compééitian of the uﬁtput of the industry.reflecta
maihl} the domestic pattern of démand, The fiéﬁreé'ﬂuggest
that.ﬁcn—specific tools ang implements_such as land prépﬂrutiunr
' impiémenta, hand-tools and implements for weeding, harvesting
and threshing are the Mest important items Produr ed. Thesge
are the equipments that are fupnd in iide-qprang'usé.in the

area under study., Since the extent of mech&n:ﬁ%‘l}:&bnm f?ﬁ?: :
the local natupe of demand for tocls aﬁd‘i@plnnmnts. éﬁn@ﬁﬁéi;
Or less the same theroughout the Survey area, and since tﬁéfE“
is the wide Beographical distribution &f enterprisea; this

number is the rough index of spread of the use of each equipment.- -

b Repdir activity of the Industry-
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TABLE 2.2.

-

Distribution of service revenue as 7 percentage of the
cotel receipt by types of enterprises:

at Types of

) Services rovenue as
" Enterprises

% of total receipt

= = -

' 1. Boat making o 4,78

2. Wooden cart &
Agricultural
tﬂﬂlﬂ_l . 015'-'

Fishing net & -
equipments 0.00

%. Blacksmithy
(2gricultural
tools) ; 57.76

9« Bambco,. Cane . <
Container & mat ' (9]

111“ 20.65

air work (repair receipt about 57,76 percent) while enter-
€8 producing wocden agricultural toels and implemeqts had "’

1 =aly a2bout 0.5 percent of the total receipt from rép&ir'ugtivitj.

LY

A
b
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There may be several reasons why repiir activity and pPro-
ducticn were usually combined. Combining producticn with renair
activity is very natural for thg types of enterprises in this
study eince both types of, work feqnired similar ehuipment and
the same skills. Ancther reason for ccmbining both types of ~
work is the nature of the preducts of the industry. Like all
durable products, agricultural teole snd im;lameﬁts prodused
by the blacksmiths reguire a certain amount of repair and
maintenance during their-life times. Producers pﬁavide this
ssrvice for products of tﬁgirfcwn or ﬂthersﬁbﬁcnusu the pro-
ducts are usually nct stdhdardﬁzed to warrant a separate ser-
vice net-work -and presumably the guarontee of repair scrvice is

essential to attract users. Yet ancther reascn for cnmh1n1ng

repair activity with production is the ahcrﬁﬂga of Hﬂrkiﬁg bu;ﬁr

tal. While increascd production may rot raquiru inatallatian*if
of adalt}onal capital equipments, it docs need some additﬁanal
amount of working capital to pay for raw materials, and in
possible caseé, credits to custcmers. Tlie enterprises can ins-
tead, augment Eheir income by dcing repair work which needs’ |
little ¢r no working caﬁi;al. It follows that both repair anﬁ
production activitics are complementary tc eich other. It is
not surprising to see why the enterprises producing fishing
equipments and bamboo & cane containers and mats did not do

any repair work. For them, the nature of the producbs and henca
the demand pattern for these products is such that purqhase of

new equipment is mcre worthwhile than repairing the old-‘ones,

- & =
i, Y

F
{c
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The distributicvn of enterprises by the vange of w2 sortien

of service revenue to the fctal reccipts has been presented in

Table 2.3. One will notice thet there is o considerable

TABLE 2.3.

Distribution of cuter prlzaa by the rande
of preportion of service re aceipts to
total receipt

[] r . v
! No. of L % of enterprise
t  enterprises .
A | | 70 9
6 : ?.6 _ S
. R
5 -y b3 4 3
12 & ' 15_2 L e, | .-
79 3 100.0 5

aticn in the proportion. About .29.35 ;crcént of the enter-
5e8 provided some serviee - of which 15 3 percent of the
erprises had mcre than 50 rercent of thLlr tctul r;cezpt from
”'? ce. In order tc aralyse the Varlatlon in the ratic ‘for a
ssible impact of other variables, such as, employmont §;ze
;;-the enterprise (NW), the number of products produced {Nbl

the age of firm (AGEJ, the following regressing equation
estimated by D

"'I.-u
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(Repair Prep) = 0.001 - Q.0141(H¥) + 0,086¢ (HP) + 0.0003(AGE)

(0.0345) (0.0219)

R°=0.1712 i F=6.095 ; n = 75

(0.0021)

(Figurce in pgrehtheses are standard errors)

Though the coeffieient of dctermln tzon

equation suggests that apart from the numher

ﬂd&udthd for degrecs
of freedom (8% ) is low, the F-ratio is gignificant. The cstimated

of preducts (JP)

there is nc 51gn1f1cant relationship betweon the above varlmblcs and
proportion of repair revenue to the total PECthtSq It also

provides evidence that repair activity and tools & implemont

prcduction are some what ccmplementary. Those enterprises that

produce greater number of preducts tend to do more repair work. .

2+3. Seasonality of Production

For most of the cnterprlses, both demand for farm iﬁpleméhts

:f b

and the requirement of repair services are seasonal. Table 2.4,
presents the distribution = of various typus of enterprises by
various lengths of duratSon of activity. It will be seen from

the-table that about 20.3 percent of the enterprises are run for

a period betwean 3 and 6 months, 27.8 percent uptoc a period

between 6 and 9 months,; 5.1 percent uptc a period between 9 and

12 months, while the rest (46.8 PLrCﬂﬂt) are

run Year-rcund.

.-{?Egg?

-r['?".,,'r': "
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TABLE 2.4.

Distribution of length of working
period hy the types of enterprises

Working period

l

i T I p——

1 ; i e S
Less than {3 -6 16-9 19-12 i four .
5 months | months | months ! months i réund | 26
4 g 3 - 3 9
i 7 13 1 2 23
2 = ” 1 175 a8
) b e
5 ' 6 1 2 L e

> 16 22 L L 37 s 90
(0.0) (20.3) (27.8) (5.1) (46.8) (100)

I order to find out the seasonal pattern of the vgriation
"autput and services, month-wise values of output services

f*f;. estimated and normalized by the estlmnted ?aluL of

7E-utput and services for each enterprlsa. The averages B
- 43

ed values converted to percentages have been plnttﬂ against

12 -nnthﬂ of the yecar for each type of enterprisec. These

”ﬁ:-- & by types of enterprises are given in Appendix Table A, 2.1.
? Eives tha seascnal pattern of the value of cutput and services

Lo

ted by all typea of enterprises,
. -
L

:
4
k :
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Figure-1, figure-2, figure-3, figure-4, and figure-5, show
the seasonal fluctuations of output and services for enter-
priges pProducing boats and accessories, wooden agriecultural
implements, fishing equipments, farm tools and implements
(blacksmiths), and containers and mats (bamboo and cane)
respectively, From the figﬁ;es, one will notige that for all
enferprises, the peak périoduuf activity is between Agraha-
yan and Paush (November - 15 - January - 14), For hoat makers,
however, the busiest pericd is during the month of Ashar

(June - July) before the Monsoon followed by another peak
during the month of 4grahayan (December 15 - Jan. 14) when
the monsoon is over, for the enterprises pioducing wooden
farm tools and implements the busiest period is between the
month of Agrahayan and liagh (Nov. 15 -~ Feb. 14); When for the
blacksmiths producing farm tools and equipments, the same is
between Agrahayan and Poush (Nov, 15 -~ Jan. 14). Similar
;bsngatinn can also be made is case of enterprises produc- .
ing containers and mats. The enterprises producing fishing nets
and equipments shoy an exneptinn.kyheir activities are cﬁncen?
trated during the entire mensoon i.e. the period between the
month of Sraban and Agrahayan (July 15 - Dec, 14).

What ig interesting here is to note that the sales of _
farm tools and implements are concentrated between the harﬁeét
time, when the farmers have cash in hand, and the beginning

= Of the planting Seasons in Bangladesh, while, requiremsnts of |
repair and maintenance are the highest prior to the planting
and during the 8rowinz seasons. Thus the seasonality—bf;the

~ activity Corresponds to the Seasonality of the crop pru&ﬁftion.

v
|
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Soveral factores may oxplain the gcrginality of orodueticon

and scrvices apart from the scoscnal pattern of demand for farm

fimplements. First, the chocc ©f madn cccupaticne. It will be

iBeen from table 2.5 that as many os 29 cut of 79 enterpriucrs

ave their main ceeupatiin other than this industry. Of the total

PeX S5C cnterpreproncurs whe have this industry ns their main

sccupaticns, 29 entcerprencurs hav. cther cccupntions L6 sucond
TABLE 2.5

Distribution of the ecccupations of enterpriscs

by the main (primary), secondary and tortiary
occcupations

Occupations E Primary E Secondary i Tertiary
A E eccupation E uccupati«ns occupation
tion ' ! '
Agriculture 15 16 ' Tn
Agri. day labour 9 ; 8 -
Industrial day labour 3 \ 3 5
Small industry 50 26 3
Business i - - =
Services - - -
Total ‘ 79 53 10
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or third occupations. Intercst in this industry will persist only
if the rcturns.from the industry are acceptable, otherwise, they
will switch over to cther cecuputivns for higher incomes. Second,
the seasonal fluctuaticn cf'the product and raw m“terialéprices
may render some enterpriscs leas grcfltqbla in a particular
seasen, sv that suvme may dlECDﬂtlHUh production. Finally, the
shortage of werking canital may also render c¢ne enterprise to
undertake its producticn seasunﬁlly. It may be noted that the
availibility of raw matcrials fop the enturprlses under study

is alsu seasonal and hence one willnot be able to stock raw
materlsls in sufficient Huantlty when they are available to

last the entire year un;,ss one has sufficient amountﬂﬁf '

working capital,

2+4.-The extent of specialization

?

The enterprises under study nct only do rapair wbrk hﬂt
despite-their smaller size tend to produ¢e serveral products.
The absence of prclallzat1on was alsu observed from Table 2.1.
which, rugurted among other thlnfﬁ, the number of entergrlses
ﬁrqducing each item of product. An av:ragL enterprise prcduceg
between 2 and 3 distinct products even if all the different
constitutent parts of an item is ccunted as cne, Enterprise
producing seven or more items has & lsc been observed., The dis-
tribution of enterprises according tc the number of separate

items produced has been presented in Table 2.6. Une will cbserve
\
EL
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Distribution of enterpriscs by number cof
products produced

All cnterprises Bonts & wouden

s T
! { ]
! ]
sducts | ! farm tools
i ! producersd
L . L
x - T
+ No. of ! Percentage of E No. E %
y enterprises y the total ! !
el 51.90 ’ 21 65.63
1 . rLpitfae 7 21.88
1 ' 13.92 2 6.25
- 5.06 1 3.12 .
3 3.80 ' 0 Ly
= . 3.80 1 312
" above 3 3.80 G ol
79 100.00 32 100,00

B ithe table that relatively little prugress has so far been
towards specializaticn. One will alsc notice that the
Biwity in which a certain propgress towards sppclqllzntlnn his

L is the production of boats and wooden agrlaulturnl
".
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tools and implements, Of the total of 52 enterprises, abeut
65.53 percent are single product firms. The items that are
yroduced are cither boats or harrows v yokes or pleughs.
About-21.88 percentcor these' enterprises produce two items.
The products are usually pleuéhs with ploughshares or pluugh;
beam and ‘wooden rice~hullers with its accessories. Thus .there
is little ¢verlap between enterprises pruducing thesé itams 3
and other entﬂrprl$EB¢ : T il

Une ralavant issue that one mtht raise is regarding the
factors 4eterm1n1ng the degree of spccialization. This is
rather difficult to determine and involves serveral sceio-
economic and institutional varlables beyond the scope of this
study. Hﬁwever, an attempt has been made to determine the factors
determining the degree of sweclnlidatlon. In order to 'do so
the fulluu1ng regression equaticn wis estimated by. DLS with
the assumptlon that the error tcrms were distributed independ-
ently and identically with zerc mea and finite variance.

m;: b, +.b, (M) + b, (&EE} * by (Rep. Ratio )

where NP is the numher of. pr@duots produced token as a-proxy

for measure cf degree of specla dzation, NW, the number of work-
ers is included to measure the impact of size on specialization;
AGEy the actual age of enterprise, is 1ncludad to see if the
firme tend to sgacldllze as théy become ulder, and repair ratio
is the ratic of repair revenue to the tDt“l_ILEEIPis The esti-

mated equaticn by CLS was the following, 1\

]
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NP = 0.368 + 0.3111(NW) + 0.0235 (4GL) + 2.0897 (REP.R)
(0.1654) (0.0097) (0.5264)
2 :
R- = 0.27, F= 10.15, N = 75

(Figures in parentheses are standard errcrs )

4

that the signs of the estimated cuefficionts
=f all the variables arv positive and

It can Ye seen

except for the size (NW),
- 2ll the coefficients are significant at more than 5% level °n
The coefficient of Ny is significant cnly

‘&t 10% level. The sign o

& twc tail t-test.

f the cetimated cec=efficent of ‘NW and

S relative insignificance implies that smaller enterprises

general, produce a emaller number of items but there may nct

any significant diffcrence with the 1
Egests th:

arger ones. This alse
t it is physically not possible to produce a large
ber of products for the very small firms but as the size

creases, a relatively larger number cof items are produced,

What fcllows is that there is no tendency of the enterprises

®ithin this size range tc spceialize and take advantage of the
tenemics of scale, if any. :
The sign of the ccefficient of AGE variable and

its signi-
S2cance indicates that there is A tende

ncy te diversify rather
pecialize as the firms bocome older: It v
general, clder enter

as alsno ctserved that
prises produced a wider variety of pro-

s« The significance of the coefficicnt of repair rotic implics
ESthese entorprises that undertook more re

pair works ‘preduced
B wider range of products.




b L e ek S R B e

et i

L Rpgh ol T

Bheaa il -

el e e e

30
o =gty L0

1t may ba noted here that pruduction ‘of varicus items use
simple techniques, relqtlvaly simpler C“pltﬁl equipments and
the items produced do not require specjal skills.’Bguipments
that zre used tc Produce ploughs can also be used to make
boats. Similarly, the equipméqt which can produce coulters can
also produce other metal farm %omls and implemcnts such as
spade, sickle, scrappers and weeders. This non-specificity of
LQUlPMEntB as well aes skills may purtly explain the absénce of
specializaticn in the industry. It appcars that the enterprises
may also face some difflcultlgs in specialdizing in a particular
product. They may nct have adequate amcunt of cdpital to instal
2 specific capital equipment as the o capitnl market is imperfact.
Similarly, there are uncertainities in marketing a smaller

number of products in large scale,

2.2+ Size structure of enterprises

There is a slgnlflcant var1at*nn in size nf enterprise in
this industry. Size of the enterpr1se has been measured by the
size ‘of the regular work force. Since size of work force is
subject to considerable variation from scason to season in an
enterprise, the model value of tne werk. foree was taken to

" stand for the employment size. Another measurc of size is value

added of the enterprisec but this variable is subject to even
greater variation for the small enterprises of this industry.
Table 2.7 presents the distribution of enterprises by the
employment size grcup. It appears that about J2:91 Percent: ~
employs cne emplcyee, 79.75 percent of all the enterpriges

Ly
i
i
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TABLE 2.7

Distributicn of enterprises by
the emplcyment size groups

~

. ]
No. of 1% of total

1
- E Cummulative
ke fcerce ; enterprise | enterprisc ! percentage
26 52.91 32.91
37 46.84 79.75
12 12.66 92.41
6 - © 7.59 100.00
79 100.00 -

¥ upto twc workers and unly about 20.25 percent of all
®prises have three or mcre workers. The average size of
nt of the industry is two. - :

. Several factors may explain the cxistence of very small
IS in the industry. It appears that the shortage cf capital,

£ion of a number of tools and ecquipments, their low value

::'e tc their weight and bulk,use of very simple technique
Eoduction, etc. are among the main reasons for existence of
i &=l enterprises in the industry.
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There are some facturs which may partly explain the size
variation in the industry. In crder to de s, a simple egua=-

tion was estimated by ULS. The cvstimatoed eqguation was
Size (M) = 1.723 + 0.1562 (NP) - 0.0012(AGE) :
(0.0777)" (0+0075) .

RZ = 0.0k6

The sign of the éstimated'cueffici&nt of NP, the number

Y, = 0 i > L]
of products produced is positive and significant which implies

that the size increases with the number of items produced.
The estimated coefficient of age variable is negative and
not significantly different from zero. This indicates in the

present context, ¢hat there is no impact ¢n size -as the firm
Ercws clld.er{3 .

2.6. The age structure of the enterprises.

The agricultural tools and implement industry is not

very young. The average age of the enterprise is about 21 years.
/ & & i

g e e st e b et st
o o et e i Pl b B . 3

Table 2,8 gives the distributicn of'age of the entérprises
in the industry. The table indicatcs that about . 20 percent

T

= =

of the firms ar: below > years old, there are about 25 percent

+firms ‘between the age of 5 and 10, about 19 percent firms are

5=

aged between 10 and 20 Years. The percenfage.uf firms above
i 20 years ¢ld is about 35. The table reveals_g_cggéigu;qble.u
age variation among the enterprises. On the average the entor-

prises producing metal farm tools and implements are generally

b i

3. The insignificance of 2ge is not surprising as the rela-
tionship between size and age is most likely to be non-
linear;, and any association that may exist between present

size and aze may be the outcome’ of the internal growth
of the firms.

T
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TABLE 28

Distribution of enterprise by
age of the enterprisecs

] 1 1
Aze groups { No. of } % of the 1 Average age
. i enterprises . ! total 1 of enterprise

0-5 yrs. 16 - .20.25 5e5

above 5-10yrs, 20 25.32 8a3
L)

above 10-20 yrs 15 : 18.99 1742
above 20-40 19 24,05 34,2
above Lo yars 9 ; 11.39 56.1
Total ; 79t 100.00 21.3

than the rest of the enterpriséx-The average age for the
iths is about 31 years whi%g the same for enterprises
ing boats and wooden farm implements is about 18 Yyears,
lleragé age of all enterprises ex¢luding the blacksmiths

<

t 18.4 years. The difference between the average age -
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of blackmiths and the rest is statistically significant ot
more than 1% level. If appears that the *dissimilarities in
the product mix as well as the main product produced partly

account for the differences in average ages. Another rcason

~for the metal tool producers to be older is that it is more

of a family profession rather than an 1nd1vidua1 occupation. .
Table 249 presents a hlvarlate:iatrlbutlon of enterprlsus by'
age and size., It reveals an interesting feature regarding -the -
age structure of the industry. The larger firms tend to be
older than the smaller ones (however, the cstimated xefchai)
is 5.01 which is not signifieant at 5% 1cvﬂl). It also appears

that.there 'is significant variation in age actardlng to loca-
o

~1litye
3 TABLE 2.9
Distribution of enterprisé by age
group by employment 5ize group
Age-i Upto: 5 gaxs_j; Hbﬂve,ﬁr10j Above 10 E'Tctal
Erﬂﬂé e i :w~1} x":#-“”! e E ;
Size H “E- : ; '!
group e 4 o i oAl
F 71 Haw k- S L 26
_ =3 ;- (32.91)
2 6 T g AwEE A o7+
&y 3 3 (46.84)
3 T 8. g 107
b % : 2 R p 3 6
‘ » ; : : RO RN, G o 2
A1l : f;. 16 20 5 i TRy X 79°
S20.n) < -3 (25.32) . (5k.43) (\oﬂ 00) -

Note: flgures in percenthests are percentdges of tntal.:
x2=5.01 FEE
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g.7. Ownership pattern of the industry

Most of the enterprises are organized informally and this
reflected in their owncrship fatturn and legal status.
€ 2.70 presents a distribution of ownership nattern cl-csi-
by the size of the enterprise. One will notice recm the
e that about 69.62 percent of all enterprises are owned
fividually while rest are owned jointly by the family. There
firm owned in partnership gith individuals outside the

- For their daily operations, ¢aterprises do not perhaps

TABLE 2.10

Distribution of ownership pattern (organizational
forms) by enterprises employment size proups

Dunershipi Indivudual i Family E Total
status | ownership | ownership ; R
o %
L] I L]
> ot t
& 22 Tl X 26
(32.91)
26 en Y] 37
: (46.8L)
5 5 1
(12.66)
2 4 6
(7.59)
55 24 79
(69.62) (30.38). - (100)

ez Figures in parentheses are pereentages of the tcfal.
The estimated x% at 3ds £ is 8.34.
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require a legal identity distinct from that of their owners
and presumably the inability of the firms to take certain advan-~
tages of services by certsin agencies iz duc to the lack of

their legal status.

It is interesting to nctc that whether arr enterprisc is
wholly owned by an 1nd1v1dual or by the family is related teo
sizes The estimated X (Gh&l) was 8.34 and was eignificant at
the 5 percent level. This indlcate. that the smaller firms -
are generally owned by individuals while the larger ones are
owned by the family.

It is also interesting to see that the parttern of bwner—
ship is related to age. Individual ownership is more cummon
among the younger cnterprises and as the enterpriscs b;ou
elder, family ounership becomes more prevalent. The relation-

ship oan be observed from the followlng contigency tdhl&.
4 _f

-‘H !

T L ¥ r
» upto 5 yrs. ! abovs S, above 10-—! above 20~ Total
: t 10 years ' ! 30 years E_?ears ¢
™ - = ' = Pnieae
Individual E; 14 E 14 E 20 ! ? ' 55
iy U TS g ] ! (69.62)
Family gRett 2 s SR g L. Ses diaamigh
: ; ' : 1 (30.38)
L ]
Total o 16 s o b - e | e e
i (20.25) 1 (25,33) v (30.38) i (24.05) 1 (100.00)

The estimated-X° was 14.21 and was significant at the 1% levels

L]
4

=

A

0

p_—
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Perhaps the main reason for the individual ownership of the
firms is that oeapital requirement is relatively low when the
firm is small and young end herce allows on individusal artisan
to own the unit. As has been avidenced, the enterprises grow

in size a2s they maturc over time and the larger capital regquire-
‘ment, the problems of management and skills and those associated
with markceting may render the units under the fomily ownership
+for better running of the szame. However, as menticned before,
relationship between age and size is a complex one, and their
Joint impact on the pattern of ownership would be rather diffi-
cult to determine. The inform2l nature of cwnership may possibly
explain the absence of firms owned in partnership with others
cutside the family. Informal arrangement increases the chances

of disputes o2nd they are better handled with the famiiy than
fButside it.

-5. Present Location of the enterprises

Agrieultural tools and implement industry is among the
p=t geographically dispersed industries in the ¢ountry. The
stribution of the types of enterpriéea by their locatiocn has
Bl presented-in Table 2.11.

It will be seen frem the table that about 74 .68 pércent
21l enterprises are widely dispersed and located in villa-
5 while about 19 pereant of the total are concentrated
¥illage market. Surprisingly, about 6.33 percent of all
enterprises did.not have any fixed address. Thesec enter-

F2ses are the ones among the boat markers and weoden a-ricul-

[ -2 B

tools producers. Indeed, it has been observed that'these
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TABLE 2.11

Distribution of types of enterprises by Zceation

1 ' [ 1
Types of ! Located I Locnted in i No. fixed | Total

| interpriscs ¢ in villoges ! vill. market ! addrcss ! ;

J = L i e L e

: 1. Boat making 5 2 2 5

1 2. Wooden Agr. -

) tools 17 3 % 23

¢

* 3. Fishing net

; & equipment & 1 - 9

E k. Agr. tools

| {blocksmithy) 12 6 - 18

} 5. Container & mats i .

| (bamboo cane) 17 : r - 20

r Total = 15 - i P9

(74.68) (18.99) (6.33)

ol ) >
enterprises move from place to place in order to do their work
presumably because the preducts, eg. boate, hoes a2nd ploughs

d are bulky and have high transport ccsts rclative to their value.
E It may be recalled that the average size of the enterprises
; is very small compared to other rural industries. Small enter-

R prise is again the result of the variaety of items produced,

; -

! high transport cost relctive to value and existance of regional
;i demand for sOme¢ of the producis like boats. Further, these

cnterprises do repair works. These are some of the roasons

that account for the gecgraphical spread cf the indué¢r3.
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TABLE 2.12

Reasons for chosing the cnterprise at the
present location.

Reasons for present loenticn E No of EPcrcentagba of
Ecnterprises E_tqtul
1# Residence in neighbocurhool : 15 1765
2. Availability of raw-materiale 2 A gl
3. Availability of labour 1 1.18
Lk, Nearness %G the market 14 16.47.
5. Availability of common facilities 1 1.18
6. No specific reason 50 58.82
7. Others 2 = 2435
A1l 85 : 100,00

Table 2.12 presents the reascns given by the enterproneurs
for chosing the present location of the industry. It may be noted
that as ‘many as 58.82 percent of all enterrises did not have any
specific reasons. About 17.65 percuﬁt of the enterprises gave
residence in neighbourheed as the main reason while about 16.47 per-
cent of all enterprises stated the rearness cf the market as the
reascn for present location. Availability of raw materials,
labour and cummon facilities do not secm to have influcnced ic
enterpreneurs to chose the present location for the enterprises:

they accounted for cnly b4.71 percent.
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2+9. Occupational crigin

i An enquiry into the occupational origins of the enterpre=
1{ neurs is worthwhile for one can learn and acquire skill frem
|

5 the family c¢vironment. It is alsc interesting toc sé» whether

4 & change in the sccupational siructurs has taken placc through
¥ sénerations. These informstién have been summoriscd in

fj ‘Table 2.13. One will notice fraum the table that about 55.7

[ f S [}

¥ percent of the enterpreneurs' grandparents had agriculture as
" E -

il

§ TABLE 2.13

! EPmat G e ; ) e ;
: Distributicn of enterprises by the main uécupations

cf enterepreneurs, their parents and grand-parents
(intergenerational occupational mobility)

L 1

Main occupations ‘E Enterepreneurs | Fathers 1| Grand poren
1 occupation | oceupation \ occupation®
| et . e i . L
1, Agriculture g 30 f Ll
- ' (18.99) 646.83) - (55.70)
2. Agrl. day labour % 5 2
_ (11.39) (5.33) { 2.53)
. 3. Industrial day labour 3 0 0 z
.' - -‘{‘ 34 80} g j
k. Small industry 50 ] ‘e
: (63.29) (44.30) . (39.204)
" 5. Business 2 1 2
: ( 2.53) (1.27) ( 2.53) 8
6. Services 0 1 0 3

(51saz)

Note: Figures in parentheses are the percentages of thé totals




EBeir main cccupations; about 46.83 percent of cntorproncurs!
#athers reteined this at their turn while enly about 19 per-
®ent of the enterprencurs themselwes are peinly engnned in
=griculturce nows -On the cOntrary, the importance of this industry
through gencrations has increased. While 39.24 percent of the

T
enterpreneurs' grand-futhers had this industry as their main

secupations, about 44,3 percent of the cnterpreneurs' fathers

23id have this in their turn., The importance of this industry
Bas increased even more to the engerprencurs themsclves to the
extent of more than 63 percent, of all the enterpreneurs. Simi-
i2r is the case for agricultural day-labcuring as main occu-
pation. It appears that there has been an inter-generational
mobility among cccupations. A sharp deeline in the proportion
of population engaged in agriculture has t;ken_plnce while
there has been gradunl increase in the proportion of enter-
preneurs having been mainly engaged in this industry. One can
explain this phenomencn by the fact that the growth of agricul-
tural productivity and the growth of employment in apriculture
had been very low during the last contury or so in this century;
and ‘thus agriculture wag unable to prcvice gainful employment
for an increasing vunulation. Thﬂrufnrc, surplus population
moeved out-of agriculture to look for alternotive employment

opportunities for subsistenece
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2.10. Sources and levels of Inccome

One will observe from table 2.13 that this industry is the
main source of dincome of the 53,29 pefcunt vf all enterpriscs
while about 19 and 11.39 percent cf all enterprises have agri-

culture and agriculture day-labouring respoctively as the moin

sources of inccme. Only about €.33 percent of 21l cnterprises

;1 have industrisl day labeuring ‘and busincse ns their main ~ur-
8 ces of income.
4

The distribution of houschold incone, total population,
avcrnge Yearly income per entcrwrlse, etc. have been presented
in Table 2.14. One will notice that the dlstrlbutlcn cf income
is highly skewed. One may also find that the estimated yearly
family inccme(1) from this industry constitutes a fraction of
the total income from all sources for each income group cexcept
for the incone grcuﬁ-}. For grcup-3, about 102.37 percent of
the total income comes from this industry. This indicates
that inceme from this industry suppliment tu£31 income from
losses from cther sources. For di1 income groups, inccme from
this industry consitutes about ?8:61 percent of the tntal'incume.
The income group-5 (having an income of more than Tk.10,000) sur-
prisingly receives a ncg:tiﬁé“cantributian to the extent of -

13.49 percent to their total income frem this industry.

1/ For the procedure of the EEtlmdtiDn of family income sec
chapter 5.
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It appears from the table that the contribution of feanily
income to the totazl income rices gradually from income group-1
upto the income group~3 and then gradually falle. It is rather
diffisult to explain this phencomenon. However, cne is tempted
to argue that in the case of rural household, the total income
of the household is positively rclated to the size of ascet
holding. For households upto the™income level 8,000, it is

less likely that they would have othér equally gainful occupa-
tions and thus this industry is taken seriously. Income higher
than this increases the possibility of the income from other
asset holdings such as land and business and therecfore this
industry declines in its importance as. contributor to the

total income. Table 2.15 gives the distribution of the

total and yearly family income by the main sources of

income of the enterprises. It can be observed that about

104.09 percent of the total income came from ﬁhia;ipduéﬁry

for those whose main sources of income were tﬁis inéugtpj.t :
The enterprises whose main soukces of incoﬁé wore agriculture;-
agrlaultural day-labouring and the industrial d43~labmur1ng,
received 27.79, 26.78 and 21.21 percent of the total xnmama,.
‘respectively from this industry. Un the whole,.26.20 pgfzégt,
of the total income came from this. industry fqﬁltﬁaae wﬁd‘haé i
main sources of income other than this ingustry.;lt aﬁﬁeéré;_.f
that the enterpreneurs'cr the members of his househeld_cannnﬁ
fully rely on one source of income for thair suhsistence-sinée
the major occupations such as agriculture, Tural industry and
agricultural day labouring are seasonal. Une cannwt remain - ¢u143
employed in one such occupation throughout . the:ycar because of
the seasonality. The occuputions taken up by the anﬁerprengur
Iand the members of his household aré in general ccmﬁlcmcnf&rx

to cne another.
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CHAPTER - III

Employment and Labour

The object of this chaptér is to highlight some of the
major characteristies of the agricultural tools and implemcnt
industry regarding structure of employment and workers with
packzround and nature. Ip ﬁarticular, emphasis will be made
on the issues of composition of workers, their various charace-
teristis e¢.g., education, training, land ownership status and
wage rates., : :

3.1. The types of workers

The employment size distribution of the enterprises was
given in the ezrlier chapter. In this scction we shall only
deal with the types of worker in the industry. Table 3.1 based
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on appendix Table A.3.0 gives the distribution of the types

of workcrs by age-scx in the industry. From the Table, one

will notice the predominance of éamily workers. Uf the total
workers, about 80.38 percent are family non-wage work<rs, while
about 19.62 percent ore hirgd workers. There are vorious

types of hired workers. Permiancent hired workers constitutcs
about 10.76 percent of all workers of which the shares of family
-wage, permancnt non-relation and the apprentice workers are
3.60, 5.06 and 1.90 percent respectively. Casual workers
constitute about 8.86 percunt of all workers of which the
percentages of piece rated and casual arc 1.90 and 6.96 res-
pectively. Une can also observe that the indﬁstry is a male=-
worker dominated one. Male worker constitutes about 92.4
percent of all workers while the female and child-workere cons-
titutc about 7.0 and 0.6 percent respectively of all workers.
It is intceresting to note that there is no incidence, of hired
female and child workers in the sample. They are all family

workers who provide a helping hand to the enterprise.

The proportion of family workers tends to decline os the
employment size of enterprisés increases. This ic evident from
Table 3.2 where the percentnge distribution of types of workers
with their sex and age casracterstics by employment size of
enterprises have been presented. Family workers constitutes
about 96.2 percent of all workers in size group 1 whorens the
same for groups 2,3 and 4 arc 92.0, 70.0 and 42.8 percent
respectively. The systematic decline is compensated by the
gradual rise in the proportion of hired workers as fpc size

group increascs. Percentnge of family wage workers rises from
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.7 for group 2 to 7.1 fof group 4; the incidence of apprentice
ere is 3.3 percent of all workers for size group 3 and it

s to 7.1 percent for size group 4 and the percentage of
e-rated workers rises from 5«9 percent of all workers for

P 1 to 7.1 for group 4. Permanent workers rises from 4.1
ent for group 2 to 16.7 percent for group-3 while there

28 no incidence af'pasual workers upto group-2. The pcrcentage
of caau&i workers rises from 3.3 perecent for group=-3 to 35.7
percent for'graup L. .

It is interesting to note that in enterprises with one
employee, a'very little work is done by the piece-rated workers
—there is no incidence of other types of ﬂired workers in this .
group. The distribution of types of workers by the types of
enterprise has been presented in Table 3.3. Thé table is
self explanatory and needs no further comment. However, one
will observe that the incidence of casual workers is the feature
ealy to the wooden agricultural tool makers whereas the inci-
@ence of permanently hired workers is observed in the enter-
prises producing boats and metal agricultural tools and implements.
Enterprises producing containers and mats do not use hired workers
&% all while the incidence of family workers is the lowest for
those producing metal tools and implements. The practice of kecp-
ing apprentice in the workforce is observed only in the enterprises
producing metal farm tools (blacksmiths).
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It appears that the ineidence of wo

\5¢ employment is rela-
tively low in this industry, Sévernl facters may account for

this. One reason . for this is‘th .....

it the en%grﬁrises arg located
ﬁﬁstly in the. rural a:m:l:'&::us-“jI whcre industrizl activities

are
less concentrated. A further reason is,

it is possible to sub=
(both male and female) for hired wor-

kers for these enterprises which
smaller scales. :

stitute family labour
are. operated in rolativoly

e Y

S5.2. Labour use in the industry.

The informal types of entcrprises as

vious tables may account for the
tion

evidenced from pre-
incidence of a large propor-
of workers working part-time in the industry as they may

devote g part cf'their time in other non-indust

rial occupations.
Unfortunately,

-however, we are un
of the part-time employme

given Qur sample. Instead

able to detormine the extent
nt of both male and female workers

s We have records of hours of work
done per day by each labourer,
tion of average number of hcurs-warked ber day per worker by
the types of enterprises. It will be seen form the table that
the average number of hours worked
hours while the average dur

hours. The highest

Table 3.4 gives the distribu-

per enterprise is about 15
ation of work per worker is about 7.92
average number of hours per worker daily
occurs in boat making enterprises (9.71) whereas the lowest

(4.76) occurs in enterprises producin

g fishing nets, equipments
and tools.

1/The incidence of wage employment is,
modern activities where a large
are located in urban areas (see

in general high in
Proportion of entcrprises
RISP final report).



ke’ !;

I
s
1
:
:
F
E
]
:
3

TABLE 3.4
Distribution of average number of hours Iorked per day per
enterprise and per worker. :

] i X : -
Enterprise ; No. of ! Ave. No. of E_-lva.". ‘hours
Eroup y entp. | hours worked : worked daily
- V periday ., { per worker
! i Per enterprise ¢
BCAT o
MAKING 9 22.8 9.71
WOODEN CART - :
FISHING NET
& EyUIP. 9 6.8 4.76
BLACKSMITHY 18 21.9 9.03
BAMBOC & CANE = %9
CONTAINER 20 - 13.1 : 710

ALL ) 15.84 ke 4
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~ The distribution of m&nﬁnﬁs worked in the enterprises by
types have been placed in Table-3.6 based on the appendix
table A 3, 2. It wlll be noticed that of the total mandays
worked (in the reference. manth} family 1ubaur, hired perma-

nent and hired casual constitute rcspectlyelg about ?9,53,

11.68 and 8.49 percent. The Histributian of the mandays worked .

by various types of workers by size is given in Table 3.7

based on appendix Table. A. 3.3. The table is sclf-explanatory

and needs no furiher_comment, but the trend (as in case of
TABLE 3.6

Distribution of mandays worked by the types
of workers by industry Type

Industry No. of TFamily “Hired Hired Total

type : obs. (Non-wege). permancnt Casual
Boat making ' 9 403 : B8 - 489
: ke (82.41) (17.59) - (100)
WoDdRR-Dary a2y 25 teelBsy . - (3399 (180
Fishifg net BoRgst o0 =g “Irir TR A Fe=ian 295
Lo e B e BEETIE B T4 ..£90:58) - (9:49)  (100) .
hg;iToéls*&" B axYI RN e 15 s e .
BRRGRIBE Y (hora fopandB scntn) 8681y 358 S s 4
iR . i?t}.?g)___.(es,joj - (100)
Cané; Bamboo. ¢ - 1 20 BB e TR T 923
Cants 8 mats oo o= oo (;QD.OD} . : . l (100)
ALEN: & A e 179 3036 ukl . 383 .. 3803
{?9.83} (11,68)  (8.49) (100)

Note: The figures in parenthesis arc¢ the percentages.

Hired Permanent = Family (wage) + Apprentlce + Perma-

‘nent labour.

Hired Casual ' = Piece-rated + Casual




57

TABLE 3.7

Distribution of mandays worked by various types
of workers by size group of the industry

1

Emp. Eizei No. of } Family 1 Hired E Hired Casual ETeﬁsl A E
Group | Obs. i (Mandays) | Permanent ! (mandays) ! (mandnys) :
" ! ! (mandays) ! ! !

de © SMEEROET il ip8 o b it bl P46 :

! L e o M ' (6.42) A\ (100) :

i Fa [ ' T 1 :

2. Y 37, k1P e : = 1855 ;

: y (93.10) 1 (6.90) ! 1 (100) :

N ST NG T ;' 16 {850 5

‘ i (70.00) | (28.05) | (1.95) v (100) :

he RN pi oS ay oy g " Sang 1692 ;

: y (87.25) | (12.43) ' (ko.32) 1. £100) !

Note: Figures in parenthesis are persentage’of Total

Hired Permanent: Family (wage)f.ﬁparentice + Permanent
labour A

Hired Casual : Piea-rated + Casual lﬂbour.

Sorkers) is evident here that the proportion of mandays worked
L R i
5y family labour declines arnd that of the hired workers rises

‘2= the size of enterprise increases.
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%.3. Types of hired workers and their uagﬁ—rnted

It may be argued that the duration ef anriuxpgnt provides
a partial picture of the level of hiring'u! the workers employ-"
¢d in the industry for, one may be fully employed by the time-
criterion but may not be able to scratch a living from it. The
1evel of earning and hence the level of 11?1ng is determlned by
the number of days of employment and the daily Hﬂge rate tocge-
ther. Further, the wage rate may be taken as a datum for either’
the level of skill requirement in a particular task or the labour

productivety. Hence a look into the wage-rates is worthwhile.

The distribution of wage rates by the types of hired workers
has been presented in Table 3.8. One will notice from the Table

TABLE 3.8

Distribution of wage rates by the types of
hired workers.

mm{' Ll . wi

. 1 1 [] 1
Type of hired ! No. of :Hnnthly E Daily wages ! Hourly ! Averzge p
workers | workers | wages t (in Taka) | wages ' hours ]

' ' (in Taka) | v (in Taka} ' worked !

l ' LB ' ! per day |
= S, Sk b, R A et E 6 =
Family worker ! : i ] ‘ i
(hired) 1T ': 177 E 7.68 i 0.92 : 8430 -
Apprentice e 2 ; 20+meal | - E - ;E:?B

3 -1 1 1 [ ofe X : ]

e T Lo SR R
Permanent ! 1 : - \ ' ;
G L £ yB § 200 {741 1 0.76 4 9.76
Casual r. 1 ] ' . e

worker E 1L E 565 16,28 E 1.90 E 8.56+
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that there is a considerable variatation in the wage rates

for different types of hired.workers. The hourly wage rate is

the highest (1.90 taka) for the casual workers folleowed by the
iece raled workers (Taka 1.72 . The hourly wage rate is the

lowest for the permavently hired workers (Taka 0.76). Apprenti-

ces get a monthly remuneration plus meals, Except the one for the

casual workers, the daily wage rate did not seem to- vdry much

with the types of workers. The average daily wage is'Taka 16.28

for the casual werkers and Taka 7.53 for the rest, a difference

which is statistically significant at 1 percent level.

The distribution of the labour days and their respective
wage rotes by the types of enterprise has been presented in
Table 3.9. One will observe from this that there is a considera-
ole variation of wsge rates (hourly, monthly or daily) among the

TABLE 3.9

Distributicn of Wagc-labour, and their wage rates
by types of enterprises in the reference month.

Typee of _ I'No. of | No. of i Total T Total | Average | Average |
enterprices | ocater=! workers |-Mandays ! monthly | daily ! monthly |
| prises ' ! wage 1 wage rate ! wage ,
i h : ' ; : t rate H
Boat making |, 2 (RS TE ch r 790 1 0«26 - 178 é
[ & 1 2 3 1 'l
Wooden Cart ! ! ' ! H : -
and agricul-! 4 '3 b a8 ' 4480 15,19 ' 345 -
fural tools ! 4 - ! H ! 1
Fishing net | i : ' ¥ ! :
and equip- | 1 L=y o, £a3a v 4.00 [ s - :
rnents - ' i ' =T r 3
bgricaltural ! ! ' ; R e e e =
tools and L 3 .13 v 358 r 2010 v 561 X 1155 '
blackemithy ! ! ! . ! s y
ALL 119 ! 1727  '9312 - r10.06 T




various types of enterprise p;oduciﬁ& various products. The
daily wage rate is the highest in the: case of enterprises
producing wooden farm tools while tﬁat of the fishing
equipments is the lowest. One will find several cxplanations
for this variation of wage rates among the enterprises produc-
ing various prnducts.'The various types of tools produced
require different levels of skills for their production.
‘Further, low wage rate will occur in the type of enterprises
mainly opérated by the-use of family labour. Furthermore,

low wage rate may also occur duq.to the differe@tial
incidence of various types of wagé labdurt as enterprise having
a high proportion of casual workers will, in general, pay

a higher average wage than the one which_has a low proportion
~of casual workers. The average wage rate paid to workers by
the metal farm tools producers appears to be low compared to
others despite the high incidence of wage labour. The reason
for this is that, of the total wage lahﬂﬁr, a sigﬁificant
proportion of the hired workers are apparentices, family wage
workers and permanent Horkerstwho are paid low wages compared

to casual workers.

There seems to be a systemntlc variation of wage rates
”Cdally and monthly) with employment size of enterprise. Both
daily and mnnthly wage rates secem to have a pocitive relation-
ﬂhlp wlth size. The dlatrlbutlon of wage rates by the employ-
ment size has been presented in Table 3.10. The hourly wage
rate does ‘not seem to vary with size upto slz& _group 3, but
the average hourly wage rate for the enterprises. emplaylng _
upto 3 workers is about Taka 0.79 and 1. 63. for tﬁb enterpri-
ses emplayzng four or more employees, .a difference which is
.Etatlﬂtlcallf slgnlficant at 1 percent level.
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3.h. Characteristics ,of wcrkers'and'pféprietorﬂ ?:—w

In this section, various characberlstlcs of workers and
proprietors will be examined. umpha51s will be glven on the
1and ownership status, 1evels of educatlon and training, age
of workers and enterpreneurs And’ lengths of serﬁlce of the

workers in the industry.

3.4k.1. Land ownership status s
Land ownership status reflects the employment 11nkages

between agriculture and 1ndustr1al activlties. Table ‘3.11.

TABLE 3.11°

Distribution of workers (including proprle-
tors) by ownership status by emglnyment size

Land own~-

ership { : ' :
" status D;DD'acrég 0e2.00 = 2.00 & Total
P (acres) | - above
size group :
1 i 2h T ; 2 - 26 o
2 j (16.45)
2 g 15 TS e
: (46.84)
3 :r 28 2 - 3’0 ?:}“
. (18. 99)
L+ l{ 28 = 3 ——‘.: __EB z
; N o(a7.7208
TOTAL E 139 19. . | - \ x, 190 i
:(8? 9?) . (12,03) -~ | “(100.00%

-9 24 (Employment size groups % and U4+ together and
0-2.00 and 2.00 & ahnve groups have been merged in

order to estimate x .)

e B P . T =] n‘F the to :...
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presents the distribution of workers {incluéing the proprie-
tors) by land ownership status by employment size. It will be
observed that as many as 872.97 percent of all workers have
no cultivable land while only nbout 12 percent workers own
land upto 2 acres~ It is iﬁterqsting to mote that there is

a strong association between land ownership status and the
size of enterprise. The estimated KE is 9.24% which is signi-
ficant at 1 percent points of 12 distribution with relevant

degrees of freedom.

The distribution of enterpreneurs by ownership status by

size has been presented in Table 3.12. The prrérpurtinn of

IS

TABLE 3.12

Distribution of enterpreneurs by ownership status
and employment size

Ownership E E E _ E 7 i ;
(acres) YA 0,00 { 0-2.00 ! 2.00 & ! TOTAL © !

Empl. 3 I 1 above . =
Size i . e & 53
i T - + T i
AL 2 AR e I Fl P8 ;

L ; : vi{S2.93)

v ] : 7 . ;
= i 30 i V- i '

i A ; ' (L46.84) y

1 ! 1 2L L

s ' M ; oy

3 g B 17315 o 10 :

j i : I (12.66)

T B W T SRR R R R

i i " H (? 59) i

1 , : 1 L I

1 v . ] 1 E

TOTAL e S - ! ?9 \ H

' (84.81) (15390 . ! 1(100.00),

5

KE=O.?6 (Size groups 3 and U+ hgge.hean merged to

caleulate Ka}

Figures in parentheses are percentages ofthe total.
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enterpreneurs who are 1andless is about 84.81 percent of all
enterpreneurs. This proportion is slightly less than that of
the workers. Whether an enterpreneur 1is landless or not is

quite unrelated to size. The estimated iz was 0.76 which is

nct significant at an acceptable probability level. 1t appears
that those who do not have enough land tend to adopt indus-
trial activities more more thaf. others for their need to surviVe

economically.
%.4.2. Level of education

The educational background of workers as well as the pro=-

prietors have been presented in Table %.13 and 3.1l%. One will

TABLE: 3.13

Workers' level of education Dby emplogment size group

Level of
education
Empl. Illiterate Primary Secondary fbove  TOTAL
size group
13- 1k U 3 o
- (16.45
2 49 16 9 -
e : 3 30T, (L6.
3 Z 10 18 2 3
Al b (18.
L+ 17 8 %) -
TOTAL 90 - 5 1L, &
. (56.96) (32.28) (10.76) (100.00
X°=14.67 ; ' :

X~ has been gstimated by merging Secondary & above
secondary groups together. '

Note: Figures in paremthesis are row percentages.
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TABLE 3.1%4

Enterprenceurs' level of education by employment
size group :

Level of | : : .; : '
education | ! \ y '
Empl. ' Illiterate EPrimary :Secondnry! Above : TOTAL f
Size gEroup , ! ! 2 i !
: el ' BB e bl 1R

E : : r P (32.91) !

i, : 5 = i :

2 P21 5 iks s 5 SRRl SR T e

' I : : I (46.84) 1

i S e o L =

3 ' 3 E 5 f 2 - 3 ( 10 !

L ] Ll - 1 12;66) :

: : it : I -

' 1 ! L ! 1

II++ :' 3 1 1 = 2 : ; '6 ;

: x ' i ¢ (7.59)

TOTAL | 41 LT g B e Se e S
, (51.90) vo(3EagN s (A5019) : (100.00)

xa=a.5? (This has been estimated by merging employment

size groups 3 and L4+ together and by merging
secondary level with above sccondary level).

notice from these tabl:s that both worﬁurs and entrepre-

neurs have low levels of education but higher than national
averages About 57 and 52 perccent-of the workers and enterpre-
neurs respectively are illiterate. The percentages of workers
and entreprencurs having secchdary level of aducation are res=
pectively 10.76 and 15.19. Whether a wofier in the enterprise
is illiterntec or-not is quite felaﬁéﬂfto size. The estimated
XE was 14.67 which was significaﬁt at the 5 percent level.

Whether an enterpreneur is educated or not is quite unrelated
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to size. The cstimated KE was 2.37 which was not significant
at en acceptable probability level. Presumably, the present
low level of education in this industry is one of many cons=
traints which hinder the expension of the indus:iry despite
¥ its potential. All the female workers were illiterate and
therefore, were not presented here. The distribution of wor-

kers' level of education has been presented in Table A. 3.b.
3,4, Level of training

Although both workers and enterprencurs have some educa-
tional background (the level being higher than national average),
none of the workers or enterpreneurs séem to have any formal
training. The distributions of workers and entreprenenrs by
formal-informal trainings by size has been presented in
Table %.15 and 3.16. The most of the workers and enterprenéurs

TABLE 3.15

Level of training of workers'.by employment size/ group

Lovel
. ©of tra-
Empl. P8 FORMAL ON-JOB ~ FULL-WORKER TQTAL
gize group s S
1 - 3 23 26
i (16.45)
2 - 12 62 ; 7k
18 (46.84)
3 - 9 21 30
o : (18.99)
L+ - 6 22 : - 28
(172.72)
TOTAL - 30 128 158"
(18.99) (81.01) _ (100.00)
Note: Figures in parentheses are percentages of total.
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TABLE 3.16

Level of training of enterpreneurs by
employment size

Level of E i i E i
training ' FORMAL | ON-JCB | FULL-WORKER | TOTAL H
Empl. Size ot . : .
] i ' 1 [}

1 L, ks T e I SO R Vs .26 :

E : : b (32.91) !

= E % E 1 i 36 ' 30 E

= - | v (46.84) ]

1 P e ! i ]

- ' r ' il

3 i - .1 i et ! 10 ;

! ! ' | (12.66) :

b o T e Lk :

! : E VSRS

] { [ L]

iRl S R R R - AR L {79 -

: v (6.33) ! (93.67) '+ (100.00) !

Note: Figures in parentheses are percentzges of total.

have completed on the job-training. About 19 and 6 percent of
the workers =ud enterpreneurs respactiﬁély are at present on
job training. It appears that whether the workers or the entre-
preneurs have any training or not is unrelated to size of

enterprisc.

3.4.4. Length of service of workers and enterpreneurs

The distributions of the werkers and enterpreneurs' length
of service by size of enterprise have been presented in
Tables 3.17 and 3.18. It appears that there is a strong asso=-
ciation between length of service and the size of enterprise
for the workers. A higher proportion of more experienced
workers seems to be associated with the size. The estimated
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KE is 18.3%5 which is significant at one percent level. How-
ever, the length of service does not seem to be associated
with size of enterprise for the enterpreneurs. The estimated

- - :
X~ is 3.66 which is not significant.
3.4%.5. Age of workers and entre, 'eneurs

The distribution of the age 7 o wcrkers and entrepreneurs
by the length of service heve Lbeen presented in Table 3. 19
and 3.20 respectively. From the tables it will be observed
that as many as 44.30 percent of wrorkers are u1der 25, vears
f age while about 15.19 - percent of entrepreneurs are about

of the same age. The workers and entrepreneurs in the range

TAELE 3.19
Length of service by age of workers

Length of ser-

X = 20,90

vice (yrs.) R : 5-10 1t 10+ 1 TCTAL | Percentage I
Age of workers ' : : : A i ' '
1 L 1

T ] [

£25 e B X TE L | bh4.30 ;

i : - - - -

26-/45 R LS 35195 1.b9 | 4367 f
45+ T T I 12.03 ;
TOTAL S EL R E L s :
Percentsge E 46.20 ,: 18.90 E 34,81 EJ.DD.DU E = ::
. t E - ; o
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TABLE 3.20

Length of service by the age of enterprencurs

| - .

Tength of ser- | ' B I ! '
E;gsﬂi:frs-?‘ -4 1 5-10 | 10+ ! TOTAL | Percentage
4 entrep. (yrs.) E i : E E E
: /25 s R R e jore (154108
26-/45 i 9., Vo 0g 1 28 5k b (68.35)
LS+ .‘ i) R e i (16.46)
TOTAL : 18 : 19 ‘: k2 ': 79 E
: (22.78% (24.05) 1(53.17) 1 (100.00) (100.00)

R X2=22.60

4 56-45 are about 43.67 and 68.35 percent respectively. The

g lengths of service of both workers and enterpreneurs geem to
:.. be related to the age of workers and entrepreneurs. The straong
| degree of association between the length of services and the
age were evidenced from the estimated KE which were 70.90 and
i 22.60 for sontigency tables 3.19 énd 3.20 respectively. It

Bt appears that the degree of assoeiation is stronger in case of

2 workers than that of the enterpreneurs.
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CHAPTER IV

Capital Technology and Investment

The present chapter will deal with the capital requirements,
the composition of capital a:.ets and level of technology in use
of the agricultural tools and implement industry. The estimation
of the capital requirements has some important bearings. Knowledge
of the capital requiremrnts throwing some light on the levels of
technology in use will help setting up new enterprises in the indus-
try, if one wants to, and will increase efficiency in use of scarce
capital resources. Furthers, it will help policy makers to formulate

effective credit policies for development of this industry.

In order to use capital in an’ efficient way, 1t is also nece-
ssary to have knowledge regarding composition of capital assets,
the nature of their acquisition and their place of origin, for,
they have implications for diffussion and adaptation of technology
in this industry. Description of the composition ef capltal is
given first, the issues regarding technology is taken up next and
finally, the level of imestment made by the enterprises are exami-

ned in the context of this industry.y

4,1, Compcsition of aapital

Capital assets can be conveniently d1v1dod into two broad
categnrles' Fixed capital assets and working capital. Descrlp—
tion of the fixed assets will be taken un first followed by

the one of working capital.

4,1.1. Fixed assets

Measurement of capital stock presents insur-moutable
difficulties. Four broad categories of capital stock were

considered: land, structure, machinery and tools and equipments.
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Given the great variety of tools and equipments used, it was
impossible to obtain replacement or market value of the stock
directly. Bstimation of the true replacement also posed prob-
1lems as truce w.ure and tear of the stock could not be ascer-
tained taking into consideratic.. of the changes in priccs.
Knowledge of price of tools and equipments often did not

measure corectly the present discounted value as the enter-
prise's own discount rate was probably different from the
market interest charges. Compounding these prublbms are the
errors in the measurrement of the size of work force w which make

the estimation of capital=labour ratios extremely unreliable.

Despite these difficulties, some of the data that were
obtained on the capital assets are worth reporting as they

illustrate some aspects of the capital-labour substitution by

these enterprises.

Despite these odds, the value of capital stock was measured
in terms of the replacement cost in current prices. Replace-
ment cost was approximated by the value an asset would have got
if sold in the market in its current st&tc.ﬁf condition at

that time. This piece of 1nfnrmat10n wag collected from the

~ respondent themselves. The value of the rented assels was not

considered at all in the excercise. This did not however, ser-
jously distort the estimate as the proportion of rented assets
was negligible. The calues of mechanery, tcols and equipments
were aggregated to yield what had been termed as the value of
fixed capital. Structures arec built on land and hence forms an

integral unit. Therefore, value of land and structures were
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agregated under a single item. Value of fixed capital as defined,
the value of land and structure and the value of working capital

together consituted what had been termed as the total capital.

The composition of capital by the types of cnterprises
have been preaented in Table 4.1. From the table, one will
notice that there is a considerable variation in the require-
ments of capital. The average value of fixed capital varied
from as low as Taka 33 for enterprises producing fishing nets
and equipments, to Taka 495 for the enterprises producing metal
farm tools and equipments. The average value of the total capi-
tal also varied from Taka 676 for the boat makers, to Taka 3316

for metal farm tool makers {(blacksmiths).

It will dso be noticed from the table that the composition
of the total capital is also different for enterprises producing
different types of products. For example, fixed capital for the
enterprises producing boats, metal farm tools, and containers
and mats (bamboo and cane) constitute about 17.30, 1#.93.and
4.86 percent of the value of total capital respcctively. Land
and structure for the enterprises producing the same items
of products constitute about 56.27, 81.87 and 84.14 percent
of the value of total capital respectively, What the table reveals
is the rclative magnitudes of various components of fixed capi-
tal assets. The relative share of the component of land and
structure is the highest and this constitutes about 76 percent
of the total value of capital stock for all enterprises. It
appears that high value of capital stock is almost inveriably
associated with the high value of land and structure in this
predominantly rural industry.
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There ar. some systematic factors that explain the part of
the variation in capital requirements for the enterprises in
the industry, First, the location ©f an enterprise may substan-
tially affect the true capital requirements. For, the wvalue of
land and structure would be in. . riably high if t'.e enterprise
is located in urban azreas and the capital requirement would
be higher. However, for the enterprises located in the rural
areas, the quantitative measurement of total capital which
includes the value of land and structure would be some what
misleading. For, it has been .observed, that many of the enter-
prises do not have separate structures for their activity, part
of the house or structure is used for this purpose, anq hence

the opportunity cost of such sctructures would be close to zero.

Secondly, the capital requiremen%a of énterprises-may
increase with the size of the enterprise measured in terms
of the size of the work force. The wmposition of capital assets
classified by the size of enterprise have been presented in
Table 4.2. Indeed, one will notice from the table that the I
size of the capital requirements systematically increases
with the size of enterprise. The average }ixed capital require-
ment increases from Taka 53 for enterprises having one worker
irrespective of the types of enterprise. Similar'is the case

of the total capital requirements.

It appears that, for the farm tools and implement industry,
which is predominantly a rural based industry, the capital
requirement would be best approximated if only the costs of
machinery, tools and implements are included in the calculation.

One can convenientely read off the requirement from the taﬁihs

here. EFS

o2
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4,1.2. Working capital

Working capital has been defined as the aggreéate of
the value of stock of raw materials and fuels, stock or
inventory of finished prbductiﬂéég the outstanding credit{?)
Like the mcasurement of fixed assets, the measurement of the
working capital is also beset with problems. For, each of the
components of the working capital may be subject to day-to-

day fluctuations.

This is even more so in case of this industry, as it has
been observed that, both the availibility of raw materials and
the demand for products, are seasonal. Thercfore, each consti-
tuent items of the working capital may be held in different
proportions in different time periods. In order to circumvent
the problems, we have sought to measure the working capital
in the following way: first, cstimate of each of the components
was made for cach of the twelve months of the 3éﬁr. Then a
monthly average was estimated for the purposeta). This method-
logy would somewhat remove the extr?me seasonality, though it

may not be entircly legitimate.

The ¢ omposition of working capital by the types of enter-
prises has bec¢n presented in Table 4,%. The table reveals
that the average working capital requirements for the industry

is about Taka 97. There is 2 considerable variation of the

(1) Other components like cach in hand, cash with banks, advan-
ces and loams tec. have not becn considered because of the
magnitude of each.

(2) see Chapter II on seasonality of production.
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working capital requirements for the enterpfisas producing
different types of products. It ranges from zero for the
producers of fishing nets and equipments, to Taka 178 for

those making boats.

The composition of working capital also appears to be
different for different types of enterprises. For example,
Etock of raw materials and finished gouds corstitute about
35.29 and 64.71 percent repectively for boat makers, 53.40
and 46.60 percent respectively for the metal farm tool pro-
ducers and 46.10 and 48.92 percent for the wooden farm tool
producers. The item of cutstanding credit appears only in case
of the wooden farm tocl producers which constitute only about
5 percent. For all enterprises, the proportion of the outstan-

ding credit in the working capital is as low as 1.56 percent.

The working capital requirements, in g&neral,ta@puar to
be very low and may not reflect the true regquirements, For it
will be observed, that many of thc enterprises expressed their
need for credit for wakiné capital.\It appears that the
figures prescnted in the table may reflgct more appropriately
the provisions they are able to make rather than what they
require, This .view is strengthened, whcen one finds that the
enterprises tend to economize on this form of capital. It
appears that the firms hcld relatively little inventory of
finished preodu¢ts and buy their material when the need arises,
some even asks their customers to provide the materials for
their orders. It has alsc been observed that a significant

proportion (about 40 percent) of boat makers, wooden farm tool

. |
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TABLE L.b4

Compositinn'cf'working cépitnl_yg_eiplnyment
size groups of enterprises (in taka). -

Emplnyi No. ofE-Stock of E Stock cfE.Outstan-E Tetal- i ﬂveragéi Ratioc of
ment | enter-| raw= | finished ; ding - ' work- | working | WC to FC
size | prises! materials ) goods ' dredit | ! capital } (WC/FC)
groups | ' g . ! capital | per '
; i v e y ' enter- |
: : '. B T bk
1 26 21 175 = 196 7.8k 0.150
(10.64) (89.36) _
2 37 1140 2231 oA 3371 91.11 Q515
(33.82) . (66.18)
3 10 430 Ce8 T 180 1658 165,80 0.601
(25.95) (66.81) (7.24)
L+ 6 1710 767 - 2477  412.83 0.400
(70.31) (29.69)
ALL 79 3301 4281 120 7702 97.49 0.329

(42.86) (55.58) (1.56)

r
|

makers and blacksmiths producing metal farm toole do not start
working on product unless they get firm orders and they even

ask for advances.

—

In table 4.4., the composition of working capital by the
size of enterprise has been presented. One will notice from the
table that the average working capital increascs with the size.
The composition of working capital also reveals an interesting
pattern. While the proportion of stock of raw materisls to the
total working capital increases with size, the propartiﬁghof_the_t

inventory of finished products decreases as size cf enterpt}se
A

¥

__i

increases.




This indicates that the larger firms are relatively

in a better financial condition than the smalier ones to hold
stocks of raw materials to carry on p?aductiaﬁlamoathly and at
the éame time‘they can.ﬁiﬁpﬂaé off the finished products quickly
preseumably because they have better market connections and they

can extend very short term credits to their customers,

Although thé.eqtimates“nf both w&rking capifal and the -,
fixed capital are suspects, it will be less;likely that their
ratio will be. These ratios for each size group have been :
given in the last column of the Table 4.4. The ratio indicates
the relative working capital position to the fixed capital.-
The average for all cnterprises is 0.329. It appears that 4he
ratio is positively related to size. Thefiinding is not sur-
prising, far, larger en@erpriqaa'need greater amount of funds

for procuring and stocking raw materials than the smaller ones.

k.2, Technology

Given the size distribution of the entépprises.and the .
absence of specialization, it appears, that the organization and
methods of production within many of the enterprises is rather
pfﬁmitive. It has been also observed that most oi the task of
the enterprises ﬁroducing a vari.ty of products are non-mech-
anized. Therefore, one may gef some idea regarding the levels
and nature of technology from the degree of mechnisation in the
enterprises and from the ratio in which labour is combined with

capital to produce output. : S 4

A description of use and origins of ;mechnery has been pre- "

sented in Table 4.5. One will notice from the Table that about

87 percent of all the enterprises do not use any mechinery
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TABLE :’4.5'

Percentage distribution of use and nr1gin of

machinery used by enterprise ‘type

[] ] 1 [ ] 1
Types of - | Without ! With ! Using | Using olc¢ | Using ; Using .
enterprise ; machine | mach=-| new ! machine - ;1 local  foreign
2 : ing ! mach-! ! machine | machine
i P . {ine : i '
1. Boat making(9) 100.0 - - E - -
2. Vooden cart
and agricule- -
tural tools(23) 100‘0 - ~ - - -
Ba .Fishing net and
fishing equipment
agr. tools (9) 88.9 11.1 100.0 - 100.0 -
b. Agricultural tools -
& blacksmithy (18)50.0 50.0 88.9 11.1 89.9 0.1
5. Bamboo, cane
- container and 100.0 - - - - -
mat. agr. tools '
ALl 87.34 12.66 90.0 10.0 90.0 10.0
at all. The table also rcvcals that there is a complete absence

of

farm tools and containeérs and mets. As many as 50 percent of
all the enterprises rruduclng metal farm to:ls use machinery
for their prcductlon. Gne will notice from the table that 90
percent of all machines in the machine
news, For the enterprises producing mectal farm tools, the\prﬂ-

portion of new machines was 88.9 percent amnng the machiné\users.

use of machlnery in the enterprises praduclng bcats, wooden ¢

~using enterpr1sas wére

|
|
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of all the users of machines, 90 pe rcent were using local
machines, The machines were all of general purpose and many were
built by the enterprises-themséives. It appears that the tech-
nology was simple and indigenecus in general. Locally made
machines were of low guality compured with the equ.valent
foreign ﬁakea. The procducts were'nnn-atpndardized and the

gquality was pcor.

Use of machines, however, does not adequately reflect the
technology of production. Une needs to find the capital-intensity,
for this has important implications for productivity as well as

generation of employment in the industry.

Capital intensity or the esapital-labour ratio has been
defined as the proportion in which labour is combined with
capital to produce output. One can measure capital or labour
in different ways, Capital can be measured in terms gf to a} c#pi;
tal or fixed capital or fixed capital and working capital
together. Similarly, labour has also been measured in terms
of workers, mandays and man hours worked(z}. These various measures
of capital intensity.&lassified by the types of enterprises have
been presented in Table 4.6. It reveals that there is a signifi-
cant variation of capital intensity among the various types of
enterprises. To test whether capital intensity varies with size

of enterpriee, the distribution of capital intensity by size is

(1) Fixed capital has the most direct bearing on productivity, but
capital by the aggregate.of fixed and working capltalf-Thls defini-
tion of capital is preferable because capital measured by total
capital includes the land and structure component which probably
has little bearing on productivity.

(2) Labour measured-in terms of mandays or manhours takes into consi-
deration the differential seasonal variations in activity.




- TABLE L.6.

Capital intensity by types af*enterprisé

] L] L]
Types of ' Total cap.fE (FC+WC)/ & Tptali (Fc+uc)/ E Total | (FC+WC)
Enterprise ' mandays ' mandays ! cap./, man ! cap. | per wor-
i ! ( man | hrs. | per ! ker’
i } ; hoursi . E workeri”
1. Boat making . 12.40 5.42 1,287 7 0.56 289 126
2e Hécdén igr. ; .
tools 2732 9,43 374 1.29 543 187
3. Fishiﬁg not ! :
& equipment . 22.00 1,00 L4.60 0.21 - 485 22
L. Agr. tools
(blacksmiths) 48.85 8.86 S.hk 0.98 1388 252
5. Cont. & mats :
(Bamboo & cane)  17.49 2.77 2.46 0.39 436 69

given in Table 4.7. It appears that capital intensity does not seem
to have any relationship with size except the one defini-d as the
fixed and working capital per worker (last calumn); This seems to

vary directly with 5ize.a

4,3 Level of inveatments'

It was observed that the jevel of investment in the indus= - - -
try was extremely low. Data were collected on the investment
carried qut ﬂn-the:new tocls and equipments, extanﬂiﬁn—hf build~-
ing ﬁr §£fuctures, the repair and maintenance of tools and. equip-=
ments and repair of buildings or .s ructures. Gross investment (GI)

wae defined to inelude all the above investmentsl Het-invastmept was

-
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TABLE 4.7

Capital intensity (capital labour ratios) by
enterprises size groups (weighted averages)

0 T T T 3
Enter- E No. ﬂf Total ! (FC4+WC)/A Total E'(FC+WC)f i Total } (FC+WC)/
prises - enter-, capital/ | mandays ' capital/ | man hrs. | capi- | no. of
size group ' prises ! mandays ! ' man hrs. ! ‘! tal | worker
1 't 1 H v =1 per 1 :
- : : : P h :
¢ f ] ' 1 & i worker:
1 26 79.64 18.45 14,36 3.33 649 60
2 37 30.28 5.36 3.96 070, 1 — oy i
3 10 22.19 5.2k 2337 0.56 607 143
he 6 i 0B T 12,56 ¢ ERep i A8 48 310
ALL 79 34,19 8.1k ho32 - '1.03 823 485°

Note: am based on 25 observations; b= based on 78 observations.

defined as the investment on new tools and equipﬁents and the exten=
sion of buildings or structure; while the ihvestm&nts on the repair
and maintenance of tools and equipments as well as that of buildings

- and structurc were included to forn the replacement.investmenta.

The distribution of yearly investment by the types of

enterprises has been placed in Table 4.8. One will observe

that the average new investment or replacement investment_?arl__,_
significantly among the various types of enterprises. Gross N

1)

' investments as the percentage of gross uutput( also vary 283

. significantly among the various types of enterprises.

(1) Estimation procedurﬂ of the gross and the net outputs
have been given in chapter-6.
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Several factors may explain the variation in the Eross
investments of enterprises. First, diversity of tools and
implements used in the firms Qauld necessitate diverse amount
depreciation costs. Secondly, the gross investment may syste-
mationally vary with the size of enterprisej and finally net

output may explain part of the variation in gross investment.

In order to find the determinants of gross investment the

following regression equation was used

-

GI':'hO + h1 (SIZE) + ha (HO) + ¢ -

VWhere ¢ is the error term indeptndently and identically-distri~
buted with zero mean and finite variance, GI is the gross
investment, SIZE is the size of the enterpr1se -measurcd in
terms of the number of workforce, NO is the net ¢itput and

bo, b1 and b2 are the coefficients.

The estimated regression equation by OLS was the following;

= 621.573 - 462.584(SIZE) + 0.057 (NO)
(25.380) (0.007)

R = 0.383 ; F = 22.34 ; n= 75

(Figures in parentheses are standé#d errors)

The estimated coefficients of both size aﬁd*tha net out-
put are highly significant. Thesc twe variables exi)lain about
38 percent variation of gross investment (adjusted for degrees
of freedom). Gross investment is negatively related to size,
while it is relcted positively with net ocutput. If net output
is taken a close prniﬁ of income of the enterprise, then its

estimated coefficient may be interpreted as the marginal pro-

y
- '1.

pensity to invest. What this implies is that an additional

o T

unit of income will induce an additicnal increase in gruss‘invesﬂ-
ment by 5.7 percent of additicnal income. The-average investment
propensity is about 1.38 percent of the net output, which is
smaller than the marginal propensity to invest indicating a posi-
tive ascumulation of .capital in the industry, though it appears

to be very low.
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CHAPTER V

INPUTS, VALUE ADDED AN PRODUCTION

There are several advantages in stuﬂying the input structu;e,
valuc added and production HEhﬁv;cur of an industry. First, the
structure of material inputs used and their scurces will reveal
the inter-industry linkages uf_prﬁductinn and employment genera-
tion: and will identify the physical constraints for expasion
of output and employment of the industry. Secondly, by studying
the production behaviour, one will be able to determine the
degree of returns to scale, thé degree of suﬁstitutihility of
factors, allocative efficiency of factors of production and the
technical change. And finally, this will reveal the industry's
potential in generating surplus in the form of profit and the
possible impacts of its pattern of utilization on the accumula-
tion of capital of the industry. _ .

This chapter is therefore planued with a view to
a) examine the industry's input structure and the value added
b) analyse the production behaviour, c) throw some light on
industry's potential in gener#QEng surplus and its role in
¢apital accumulation; but first a brief accocunt of the organi=-

zation of -production is in order.

5.1. Organization of production

.It has been cbserved that the organization aﬁd-methcds of

production of the enterprises is rather priﬁifiﬁé;"fﬁiﬁ is borne

—
II
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cut’ by the evidences of low degree of specilization and the size
distributicn of the f:rms. Further, there are other ev1dancea.

on the internal structure of the firms and their production’
techniques that support the above. In almnst all the enterpri-
ses, prodhctioh was chrried out on the indzvidual unit basis.
There was no evidence that the prnductinn was carried out in
batches (several distinct repititive tasks). It appeares that

the low level of output of each product that is’ partly due to the
absence of product specialization-and inadequata circulating
capital, forces many enterprises to make each item 1ndiv1dually

‘after retelving confirmed orders from their customers.

There is also evidence that the wnrﬁara.uf the enterprises
do not specialize. This low degree of specializatiod is presu=
mably due to the several interacting factors such as low level

of prcduct specialization, item-wize prnduction-and'ralativély |
small size of enterprises.

5«2+ Input structure and value added

The following is the list of v&ripué raw material inputs

used in different industries._. )

-

1. Boat making log, timber and %lanksi nails,
paints, Alkatra (protectivé paints),
etﬂ. o > . ; g

2. Wooden Agricultural timber, planka,“nails,~paiﬂta;ﬁe§c,

tools - : : [

2

_.,t




o¢

3, Fishing net & Cotton & nylon threads, bamboo,
Equipments colours, etc. f
i, Blacksmiths . Scrap metal (mainly iron), pig

iron, coal, charcoal

5. Container and mat Bamboo, cane, hopla, etc.

It will be noticed that availability of many of the raw
materials (e.g., timber, bamboo, cane, ete.) are seasonal. Hence,
, the enterprises require a substantial amount of fund in order to
stock raw-materials. This increases the working capital require-
ment substantially. This does not, however, mean that the?raw mate:
rial inputs are not available in other seasons; what it indicates
is that one has to be prepared to pay a higher price for the 3
raw-materials inother seasons. Due to shortage of working capital;?

many enterprises cannot stock raw-materials and procure them as

and when required.

Table 5.1 presents the estimated yearly costs of raw
materials, fuels, transport and marketing costs, along with the
estimated valucs of yearly gross output and value added of the
various types of enterprises. The table indicates that for all
enterprises, the raw material costs aocount for about 34 percent
in the total gross value of output, while that of the fuels is
about 7 pereent. Transportation and marketing account for 1.03
"~ and 1.61 percent respectively. The proportion of raw materials
in the total value of gross output is the highest in enterprises
producing fishing nets and equipments (91.54%) followed by the
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ones producing wooden agricultural tools (71.20%) and«ﬁaat-
makers (28.33%). The proportion of the estimated costs of
transportation is the highest in enterprises producing woocden
agricultural tocls presumably because of the bulk qi the produce.
The table also recveals that the industry does not provide subs-

tantial backward link:zes to tramsport.

The estimated value added accounts for about 56 ﬁercént of
the total gross value of production for all enterprises. The
proportion of the estimated value added appears to be highest
for the enterprises producing containers and mats (60.33%)
followed by the ones producing boats (59.92%) and the ones |
producing metal agricultural tools (55.67%). The value added per _;
worker appears to be the highest in case of enterprises produc- "
ing metal agricultural tools (blacksmiths), while that of the

producers of fishing net and equipments was the lowesta

In order to see whether there is any systematic variation
of the proportion of value added in the gross value of output
with the size of the enterprises, the gross value of output,
various costs and the value added have been classified accor-
ding to the size and has been presented in table 5.2. The .
table reveals that there is no appreciable differences in the
proportions of value added in thc total gross value of output
in different size group of enterprises, though, the proportion
seems to rise as size increases upto size group with 3 workers

and then falls. However, the table indicates that value added
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per worker systcmatically increases as size of thc enterprise

increases.

It appears that the estimated yearly-#éiue added per enter—
prise for most of the enterpris.. is modeste. Relatively higher
value added per enterprise occurs in the enterprises having
relatively higher capital iﬂteﬂéity and higher proportion of
hired workers in their work force. The modest amCunt of value
added per enterprise is largely due to their seasonal nature of

production activity, high proportion family labour and low

capital worker ratio. : . \

5.3. Inter-industry linkages

It is useful to éstimate the inter-industry linkages of

R R el i o

=

-y

an industiry, as it grows, it promotes growth of other industries. k.

Ea e

There are backward linkages of an industry when it generates

Eiu

demands for output of other industries for its intermediate

|

|
Af

I
3

consumption as inputs. There are alfn forward linkages when
the output of the industry is consumed by other industries as
inputs. The industry seems to have both high backward and
forward linkages with other industries.

The extent of backward linkages of the industry has been
estimated by the. proportion of intermediate consumption as
raw-material inputs in the gross value of cutput and has been
prescnted in bele 2e1. Backward linkages with agricultural and
non-agricultural sectors, however, have becn estimated by the-

percentages of thc values of raw-material inputs and faels from

Y
|
|
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-

cach sector in the total value of raw-materials and fuels

in the industry. The estimated values indicating backward
linkages for the enterprlses producing various tocls and imple-
ments have been presented 1n Table.ﬁ 3« The table 1nd1¢ates a
very high linkages of the indusery with the agricultural’ sector.
About 77 percent of the total value of raw-materials used in
the industry came from agricultural scctor, of which non-pro-
cessed agricultural goods and agricultural goods proéeséed by
small industries raspectlvely accounted for about 61 and 16
percent. All the enterprlses except the ones produ¢1ng ‘metal

farm tools (backsmiths) had high backward linkagess

The industry does not however have high backward linkages
(except for the blacksmiths) with the nun-agricultural sectors.

The above seems to indicate that an additional increase
of Tk. 100/00 in the gross value of output of this industry
will induce an increase in the output of agricultural sectﬁr
approximately by (0.40 x 0.77 = 0*31] Tk. 37.

The extent of forward production linkages of the industry
has be.n estimuted by the proportion of the value of 1nterme-
diate and @pital goods in the gross value of output. The
percentage distribution of ‘output used as intérmediate as well
as capital goods has been preccnted in Table 5.4. From the table,
it will be observed that about 88.77 percent of the output
of the industry is used as intermediate and capital goods in
other sectors. It will also be observed that the industry has
very high forward linkages with the agricultural sector as about
88 percent of the total output is alone used by th1$ seagor as
intermediate (6.49%) and capital goods (81.95%) .
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5.4. Production behaviour

In order to analyse the production Eeha?iuur, 5 Cobb-Douglas
production function has been used. This functional fcrn has been
used partlg'hecausa'it is easy th'e;tim&ié and paftiy because it
seemed to fit well, There are however several difficultics in
estimating a Cobb-Douglas production functiuh:uﬁifﬁé. Cobb-Dauglas
production function imposes restriction of unit elasticity of
substitution between any pair of inputs. Secondly, this also
assumes that the de?iﬁe of returns o scale is anariant with
the level of output . Thirdly, there are difficulties associated
with the estimation of single equation production models by
ordinary least squares. In a production system production
function is not an isolated relation. Data are genefated-by
profit maximizing or cost minimizing consideration of the enter-
prise and thus output pruducéd and the levels of‘?hriahle points
are simulianevusly determined in the system; Thﬁ#ﬁfﬁductioﬁ
function is only one of a system of siqultanenua:mﬁuag@ﬁns and
thus single equation estimates are, in-kaneral,”ﬁiﬁﬁe&. Yet
another difficﬁlﬁy in case of single equatiéh'laastesqpare
estimates of Cobb-Douglas prnducticn functinn'is"thﬁt;unﬁer the
assumption that disturbances in various equations of thé s3stem
are independently distributed but that thé'éis;yrbancaidhsocia-
ted with the produc%ion function is relaééd:ta;tﬁaiindkpﬁndent
variaﬁlas, the sum of the estimated cﬂ-effiéientﬂ has ﬁ'brofcund

tendency towards a sum of one regardless of the trile sq&a).

1 gee Nerlove: Estimation And Identification of Cobb-Douglas
Production Function, Rand McNally & Co., Chicage, 1965.
|
e Hock, I; "Simultaneous Equation Bias in the Context of Cobb=~
Douglas Preduction Function", Econometrica, Vol. 26, October, .

1958,
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In our :stimation of Cobb-Douglas production, it is assumed
that the error terms (u) are multiplicative with zero mean and
finite variance and u is independcnt of the input levels. The
following is the estimated Cobb-Douglas prnductioh function:

In ¥ = 1nA + aln(L) + blnK'+ u

where Y is the gross wvalue of output, L is the labour days and
K is value of fixed capital (value of machinery, tools and
equipments plus the value of working capital as estimated in

chapter - 4),

'
The measuremént of the de%éndent variable Y. presents some
difficulties. One implicitly assumes that the product composi-
tion of entire production is similar for all enterprises. Since
firm - priccs are used, *the total value of production alsﬂ.'
includes the effect of differential prices, if any, by different
enterprises for the same marketed product. This has some diffi-
culties; for, if some enterprises produce a high.valued products,
then what may essentially be a product composition effect may
be worngly attributed in the prnduction function studies as
size eifect or returns to scale effect. One way to circumvent
this difficulty is to estimate product - wise production fume-

tion which has not been done here due to limitations of data.

The labour (L) has been measured in terms of mandays worked
including both f£smily and hired labour. It has been implicitly
assumed that the labour, whether it eomcs from family worker

or from the hired worker is homogeneous.

The capital (K) has been measured by the present value of
stock of machinery, tools, implement and the value of working

capital. It was extremely difficult to estimate the user cost
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of capit=l beccausc of the heterogeneity of various types of
capital. The implicit assumption that has been made here is
that the services of capital is proportional to the value of
stock of capital. Since, land and structure have very little
opportunity cost in this induntry, they have beun excluded from

the capital.

The estimated cobb-Douglas production by ordinary least

squares was the following:

In Y =1.787 + 0.423 In L + 0,535 In K
(0.097) )0.047)

R% = 0.84, F = 196.91, n = 75

(Figures in parenthescs are standard errors)

The estimated coefficients of both labour and mpital are
highly significant. The coefficient of wvariation Ré (adjusted

for degrees of freedom) is also very high for the cross-section

data. Furthermore, the sum of the cstimated coefficients is 1.008

which is not significantly different from unity indicating cons

returns tc scale in the industry.

It is interesting to see if both labour and capital are used

efficiently in the industry. In order to do so, marginal value

products of both labour (L) and capital (K) have been estimated &

the geometric mean l-vels of inputs and output. This has been
presented in Table 5.5.
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TABLL 5.3

Value marginal praduﬁtivity of Labour and Cayital;

1 L] 1

! Yalue marginal ' Average wage ) Allocative
I ' sroductivity ; rate/Interest | cfficiency
nputs ! (VMP) ! rate : (vHPjprices}
Labour (L) 5621 10.33 0,51
Capital (K) 1.98 Ot 11.65

s0fficial bank rate of interest.

The Table indicates that the ﬁarginal product (value) of
1abour is smaller than the wage rate indicating overuse of
1abour than the efficient level, whereas an additional taka
of capital would increase walue productivity by about Tko 1.98.
If the enterprises ¢an bOTrrow capital at a rate of interest of
17 percent, then one additional taka of capital invested would

pay for itsclf more than 11 times OVEr.

gSeveral factors may explain the inefficient use of capital
in the industry. One important factor taat may explain this is
that most of the enterprises do not have access to institutional
credit markets cither becausc it is teo cumbersome and time
consuming process to prepare necessary papers for credit or they
do not have connections in the financial institutions. to secure

1oans. As a result of this, they resort to borrowing from the
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non-institutional sources (from local money landers, ctc.)

wherc credit is available casily but at a very high interest
rates1. it appears that it is not worthwhile to increase size

of capital by borrowing. Further, it appears that, the imper-
fact capital markets give risc to distorticns in capital use.
Those who can borrcw from institutional sources at cheaper =
rates tend to use relatively more capital 1nten51ve techniques ,-

than thosc who do not have such access.

It is interesting to 1nvest1gate regarding the contribution
of gross investment (I)2 for the enterprises under study. In
order to do so, the following production function have been
estimated:

InY=InA+alnL+blnK+I+u

where 1 is the gross investment per enterprise. In thE'ﬁbnva
¢quaticn Investment (I) has been treated as a technical pro-
gress or shift parameter in the proépction function. It is,
however, not entirely legitimate to include both capital stock

and investment together, as investment in a year is the change

1See, Rural Industries Study Project,Final Report, BIDS,
Dhaka, February 1981, pp. 14b=145,

ESee, chapter -~ 4, for measurcment of inv.stment.
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in capital stock in that ycar and any change in capital stock
will have already manifested in the capital stock variablc.
The situation in our case is slightly different, .far, the pro=-
portion of ncw investment is extremely small in gross invest-
ment and most of the investme..c is of irreversidle type Hhich

affects production indirectly.

The estimated®production funetion with invesfmenm-by or=.

dinary least squares was the following:

In ¥ = 1.819 + 0,469 1n L # 0.526 1n K + 0.0003 I
(0.096) (0.0002)

B2 . 0.84k, F = 135,42, n = 75 -

The results indicates that all the estimated coefficients
are positive and except that of investment, all are highly
significant. The estimated Go-efficient of investment is not
significantly differunt from zerc at the 5 percent level on
a two-tail t-distribution (it is s;hnxflcaut only at the
15 percent level). This result is not surprising, for, a
major portion of the investment is used for depreciation
purposes indicating a very little net addition to capital

stocka

EE—



5.5. Productivity of labour and capital
Labour Productivity.

Net outputs (or value added) per worker per month, net out—
puts per manday and per manhours, etc. have bheen presented in
Table 5.6. The average monthly productivity per worker was
Tk. 220/- for all cnterprises which secmel to be very low. Ave
productivit} per manday was about Tk. 9.15 whereas productivity

per hour was about Tk. 1.16.

It appcars that there is a considerable variation in the
productivity of labour. The productivity of labour may differ
due to diffcrential use of cavital with labour. This is not
surprising for, if capital and labour are substitutes of each
other, then average productivity of labour.will increase as
capital intensity rises. The average productivity of labour
also varies systematlcally with size of the wnrk-force. This is
revealed by the table 5.6. The net output per manhour rises
systematically from Tk. 1.11 in size proup with one worker to
about Tk. 1.48 in sizc group of cnterprises having four or more
workers. Thig téndency is also evident in all . ther measures

cf labour productivity in the table.

Capital Productivity

Value added per Taka of total capital (value of land,

structure, machinery, tools, equipments and working capital)
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and value added per Taka of fixed capital (value of machinery,
Tools, equipments and working capital) have been used to mea-
sure capital productivity. The estimated eapital prnductivity_
ratios classified by size of enterprise have been presented in
Table 5.7. It will be observed that the average productivity

of per taka of total capital however, mpears to be gquite high (Tk. 1. 12}
for all industrics. From the table it alsc appears that the
average productivity capital (measured per Taka of fixed capital)
systematically increases from about:Tk. 0.33 in enterprises
having cne worker to about Taka 2.1%1 in the entafpriseu having
three workers, then falls to Tk. 1,00 in enterprises having

four or more workecrs. This is alsc true for average productivity

of capital measured in terms of per Taka of total capital.

5.6. Utilization of profits and capital accumulation

Static efficiency criterion only deals with the efficicnt
utilization of existing resources at a given point of time but
does not give any indication regarding the industry's potential
in generating $ufﬁlﬁs in the form of prafif and its re-investment
for capital accumulation. Whether an-industrg will grow, will
depend on the rate of accumulation which will, in turn, promote

growth of output and employment in the furture.

In order tc explore the possibilities of the industry's poten-
tial in generating surplus and its role in capital accumulation,
information regarding the utilization of profzt were collected.
Profits were directly estimated fzom the input-output returna.

In order to estimate profits, the following definitions of

Family Income and profits were used.
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TABLE 5.7

Output capital ratios, capital employment per worker
classified by employment size group of the enterprises

(weighted)

Employment E No. of E Net output/ i Net output/
size group i enterpriscs E_tbtal capital 4 FC+WC

1 7 T R T R R e T

2 37 0.26 s 1.45

3 10 - 0.50 ke

L+ 6 0.1 - : 1.00

ALL 79 0.27 1,12

Family Income = Value added1 - Wage Bill paid to hired workers
_Rent paid for hired buildings, machinery ;

and tools and equipments ( if any) -/ Esti-

mated value of depreciation of owned fixed

b
agsoets. \

Profit = Family Income - Imputed value of family labour.

Since there were various capital goods, an accurate measure

of the depreciation of capital asscts could not be bhtgiﬁed.-

However, for simplicity, a life of 30 years for pucca and semi-
pucca buildings, 10 year for kacha buildings, 20 years for
machinery and 5 years for all tocls, equiFmeht and other ascetls,

were assumcd. Further, a constant depreciation of 81l assets

was also assumed. This constant depreciation however implies an -
increasing depreciation rate for all assets. For ?aiﬁ&tian of :
family labour, an average hourly wage rate for all permanent
workers (including the family workers on wage basis) was arbi-

trarily used.

1‘Jalue added have been defined in section 5.2 of this chapter.
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It will be observed that there is a considurable variation
in both family income and profits in the sample enterprises
(see appendix Table A,5.1). Further,.thc ratc of profit defined
as the profit per unit of capital has a tendency to rise with
the employment size (upto enterprises having three employees
but then drops). Profit rate was the highest for enterprises
having three workers. It appears that the profit rates are low
not for the enterprises having low capital intensity and run
relatively on smaller scﬁle (e.g., enterprises having one worker)

but also for the ones run relatively on larger scale and but

rzlatively higher capital intensity.

-

Information on savings and utilization of profit is diffi-
cult to obtain &artiCularly when entrepreneurs have other
occupations apart from the one in question, gince it is diffi-
cult to isolate saving from one industry's income from the ones
from other sources. Further, because of the informal nature
of the ﬁrganizaticn of industry, the entreprencurs often regard
profit as family income. The Table 5. 8' presents the propoertion
of proflt utlllzed on various causes con the basis of the entre-
preneurs' responses. The findings however, are morely suggestive.
From the Teble one will notice that there is a considerable
variation in the savinge and utilization of profit. The
average savings out of profit was about 11 perccnt of the total

profit of which only about 9 percent of the profit was reinvested

in the enterprise.

In Table 5.9, pattern of atilization of profit by size
group of enterprises has been presented. The table. indicates that

percentage of savings out of profit systematically increases
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TABLE 5.8

Pattern of utilization of profit

=l | ]
Enterprise g % of profits used for :
type fs T e ke -
! Consump~- | Reinvestment | Saved or used ) % of saving
! ticn ! in this en- | for other ! reinvested
! ! terprise \ purposes i
Boat making 86.67 13.33 ; - 100,00
Wooden cart . 14
& Agrl. tools 8543 LT 4'35 i
Fishing net &
ol pRenE 83.33 T 5.56 66.65
ﬁgrl‘ TL‘J'JlE & 90-56 L 91“’# . - 100 tDU
Blacksmithy
Bamboo, cane
container & 96.25 R - 100.00
mat
ALL 89.24 8.86 \ 1.90° 79.93

with the size. Further, reinvestment of profit in the enterprises
also systematically rises with size. Furthermor«. a significant
proporticn of prifit (abo.x 20 percent) are diverted from this

industry to other sect.rs ¢? the economy.

For the accumulation of capital from a given dose of invest-
ment‘ one should consider the marginal savings ﬁnd reinvestment
rates rather thenaverage savings and reinvestment rates. In order
to do so, the following regression cquations were estimated by

ordinary lecast squares:
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TABLE 5.9

Pattern of utilization of profits

1 T =
Enterprise ; % of profits used for - :
size group ! ; ' T —1
| Gonsump- | Reinvestment | Saved =r used | % of savim
! tion ! in this en= | for other ! reinvested
: ! teporise ! (nterprise -
1 91.35 4,80 3,85 55,49 .
2 90.00 9.32 : 0.68 93.2k
3 87.50 12.50 | - 100.00
Ly 78433 17.50 .17 80.72 s
ALL 89.24 8.86 1.90 79.93

SAVINGS = 778.21 + 0.1296 (FAMILY INCOME)
(0.0258)

B2 0.25, F = 25.21, n = 75
REINVESTMENT = -721.55 + 0.0963 (FAMILY-INCOME) | o
(0.0179) f:

R = 0.24; F = 23.98, n = 75

The estimated coefficients of both the equations are significantly
different from zero. From the above equations, one .can find that
the marginal saving and rc¢investment rates are 12.96 and 9. 63 -
percent respectively. The average savings and reinvestment rates
are re¢ spectlvely 10.76 and 8.86 percent of the family ‘income.

It appears that there is a positive accumulation ofcapital and
the marginal rates are higher than the average rates indicating

a slow but gradually rising rate of capital accumulation.




CHAPTER VI
FINANCE AND MARKETING

The object cf this chapter is to highlight some of major
issues regarding finance and »: rketing in the agricultural
tools and implement industry. Issues relating to finance and
marketing are somewhat inter-related and «u particular condition
in one limits the other. Issues r&lating to finance will be
discussed first followed by a description of aspects of mar-

keting in the industry.

6.1. Finance

- In the context of rural based cottagé and small industries,
it has been observed by many that lack of adequate finance,
under-developed financial institutions with their inadequate
lending policice and imperfect nature of the capital markets

impede growth of output and employment.

It has been observed -that the enterprises nad limited
access to capital markets; both fer short term and long term
credits. The main source of an enterprise's initial capital
was personal andfamily savings. The distribution ofthe enter-
prises by their main sources of initial capital has been pre=-
sented in Table 6.1. It will “e seen from the table that
about 94 percent of the enterprises relied entirely on the
personal savings~-of which 73 percent of the enterprises relied
on perscnal savings from scurces other than agriculture;

only about 21 percent relied on savings from agriculture for
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TABELE 6.1

The volume of initial investment in the enterprises
(founded by entreprepncutrs themselves) by the main
source of funding

g
Total

- 7 ] i T T ]
.\ SQURCES OF FUNDINGS No. of | No. of ! ! % share , Average ;
' ! enter- | enter- | amount | 7 time .

' prises! prise | (in Tk.) | 1 taken to |
! tas % of } it ! : ¢ | acquire $
i E total® ! ! ' funds i
E " i i H (in 3ear5]=
i:1. Personal savings
a) Savings from
sources other
ture ;
b) Savings from
Agriculture - 10 20.80 530 4,86 . 0.54
b2, Iiherinnan L 8.34 3100 28.45 7 0.50
E:E. Gifts (from
dowry, from '
father in - 3 6.25 3200 29.39 1.00
lawsyetc.)
Total 52 10,895 . 100 1.19

| Note: The number of snterprises fou:ded by the entrej reneurs
themselves ia_#S. There are 6 enterprises having more
than one source of finance,

* the percentagcs are based on 48 as total.
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the initial capital. Of all enterprises, about 8.34 and 6.25
percent of the onterprires relied on inheritance and gifts
mainly from dowry and gifts from fathers - in-law respectively
for initial capital. However the volume of initial capital
coming from these sources were different. About 42 percent of
the total volume of initial capital came from péraunal savings
of which savings from sources other than apriculture accounted
for about 37 percehﬁ. The sharcs of the sources such as inheri-
tance and gifts in the total velume of initial capital were
28.45 and 29.39 percent respectively. The table also reveals
that no enterprise received any loans from scurcces like
relatives, banks and money-lenders. The average time taken

ta raise the initi@l capital varied from sources to sources.
While average time taken to raise the initial capital from
personal savings from sources other than agriculture was
about 1.33 years, it was about 0.5 and 1.00 year respectively

from inheritance and gifts.

Access to capital markets has, since then improved, though
the improvement was marginal. The ante%ﬁrises have perhaps
enhanced their credit rating. The distribution of enterprises
taking loans from diffcrent sources by types of enterpriaé
has been presented in Table 6.2. The table reveals that only
about 6.33 percent of all enterprises tock loans either from
instituticnal scurces or from nen=institutional cources, of
which about 3.80 percent of all enterprises took loans from

non-institutional scources.

The distributicn of cnterprises bysources of crediif the
rates of interest, amount and cduration of loans by the types of

enterprises has

been presented in Table 6.3. The table reveals

few interesting
L]
amount loans of

It appears that

aspects. First, loans were essentially small
short duratiocns, advanced by commercial banks.

there is a complete absence of long-terms credit

market for these enterprises. None of the enterprises reperted
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TABLE 6.2

Distribution of enterprices taking loans
from different sources by typcs of enter-
prise

3
o
&

i ’ 1

Types of enterprises i No. of enterprises ! No. of enter-
¢ taken Institutional] prises taken
i loans y non-Institut-

!  ional loans
i —

e -

Boat making (9) 2
(2.53)

B o T gl S e 8 g e Al

Wooden Cart & Agr. tools 1.27

(23) (1.27)

Fishing net & equipment

(9)

Blacksmithy and agr.
tools {15)

Bamboo, Cane, Container
and mat (20)

2 : 3 :
(2.53) (3.80)

Note: Figures in peretheses are percentages of the
total number of 'enterprises,




*94509 mgomuﬂmﬁﬁ$umﬂs puUe uUeOT aY3 J0J PUTH
10 YSEo Ut apew sjuawled postaoyjneun ‘j3sor sfep FuriIom Jo xsqunu et Ll »
‘gueoT Lnﬁnﬁmuﬂc J0J S3800 SnoTJasA aYj} 3S3IDJUT JO 93BI TRUTWCU OY3 WoIJ
jaede ‘junooor ejutr Furyel £Lq ‘pajeuwitise usaq Sey 3$3J91UT IO 23eJ TEOYN
*L£TeAa1302d9aT SOAT)RTAI PUR SPUITJI] PuUB Nueq HﬁdunJEEGu 83B2IPUT MJI B g0 230N

i

Te30] 9Y3 UT SuroT
dutyey sesrtad

-JIajus Jo ¢

ajed Teay ajexn -Inog “pﬁﬂoﬁi ~IOAY Teay ajeyg ! soanog

Sa9T
~J23ue Jo ad

0°0L v qJa - 000L GL*0 #*92 c*2L €0 oog‘t ' €g€-9 TIV
| % py P 050 G Le a*2L g0 ‘008 < Lol fyatwsyoerg
s 1 - g J- 004 00°*L G Ll g2l a0 000L 04°Q 81003 *T1I3v
’ L ® 3JB0 UIpPoOH
= % g d 00% o = - - . - 2222 Juryew jwvog
: : i " : “ " r " : _

“ - . (sae | : i | i !

: i : rmhu uT) ; : _ i “

| i . } ueoT jo | ; i ; _ "

_ 380 | : : uot3 , 93eax ! 3s9 } ! ugoT ! '

180 |} ~aajut | ,  ueorl -eanp | 3182 } —x23uT | ! Fo ! :

-I123ut jo ! 3o | s90 | Jo} a8e » ~z03uT | Jod | 3junoue |} dunox3 }

13 1] ] L} [] | ] []

i : i i ; i 8 :

; |

1 (]

1 i

SNYOT TYNOILALILSNI-NON SNVOT TYVNOILOALILISNI

- -

gastadaejue jo sadf3 £q SueoT TEUOTINITISLT
—uou pue TBUOTINJTISUT JO 300 pUER S92JN0S 3Y3 JO UOTINQTJIISIQ

€°9 TAIAVL

STT

R TIRRRRRRRRRRRRNRRRRRENINNr_mmmmme————w——



116

taking loans from any other financial dinstitutions which seem
to exist in the country. An amount of Tk. 1000 was the maximum
reported in the sample enterprises. The duration of such loans
varicd from 6 months to one year. The non-institutional sources
that advanced loans included friends and relatives (FR) only
where duration of loans was not specified. None of the enter-
prises received loans from the professional indegenecus mony-
lenders. Sccondly, it appears that the amount and duration of
loans depended essentially on the sources of credit. Commercial
banks generall& do not advance long-term credit or substantial
amount of credit to these small enterprises who cannot offer
large stock of goods or enough fixed assers as tollaterals.
Other specialised financial institutions which offer long-term
credit die 7ot advance any loans to these enterprises. Speciali-
zed government small/cottage programmes require collaterals,
licenses, etc. The enterprises who are in serious need of funds,
lacked collaterals most. Thirdly, though the official rate of
interest charged for the loans by commercial banks did not

vary siénificantly, the real fate of)interest (estimeted by
taking dinto account tﬁe nfficiai rate of interest, various costs
for obtaining loans, eg. number-of working days lcst, unauthor-
ised payments made in cash or kind and miscellancous costs)
varied significantly among the individual loan advances. It
varied from 17.5 to 37.5 percent. Further, apart from the
variaticn of real rate of intcrest within a financial insti-
tution, it is observed that their is a widz variation of rate
of interest among the loans giving agencies. The variation of
the rate of in£erest, besidcs other evidences, suggests: that
the credit is rationed or access to credit market is lim}jed.
For many of the enterprises long term or short term cre”it was
not simply available even at a higher interest rates. It may be
pointed out that unorganizcd money market is not at all eguiped
to previde anything but short term, small amount trade credit.
Finally, it appcars that the percentage of enterprises taking

loans increases 28 the size of the enterprise increases.
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Further, the cost of credit (real rate of interest) declines as
the size of the enterprise increases. This is re%ealed by
Table 6.4. The percentage of enterprises taking loans syste-
matically increééed from about & percent in enterprises employ-
ing two workers to about 17 percent in enterprises ‘employing
four or more workerse That this reveals is that the:éntrr, into
credit markeﬁ may be related to the size of the Enterprisés.

Tt may be memtioned that most of the enterprises did not
take institutional loms. To investigate why respondents were
asked to state reasons for not taking institutional loans, the
result has been summarised in Table 6.5. Of the total of 69
entrepreneurs, about 43.40 percent had no need for credit from
institutional sources. The rest (56.62 percent) had the need
but did not take 10#55; 33.33 percent did not know that the
loans were available, about 16 percent reported that they -
did not know how to apply, about 1.45 percent did not have any
security to offer and about 5 percent considered this troublesorme.

According to the entrepreneurs' own pqrception.abqut various
constraints, shortage of working capital aﬁd shortage of raw-
materials werc the most frequently mentioned difficulties.

Table 6.6 gives the number of inétanééé where .the must fre-
quently encountered constrains were ranked. Of the total

16 of enterprises desiring government assistance, 14 mentioned
their need for credit for working capital, 11 for raw-mater-
ials and 6 eited tha need for tools and equipments. Shortage
of capital thus appears to be one of the most serious const-

aints for small farm tool nmarkers.
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TAZLE 6.6

Lanking of constraints faced by entropreneurs

t 1 ' t s
Ranks L L . 3 ! Frequency
] ¥ ¥ 1
Constraiuts . - : -
i 2 ; e H
=
1. Credit for working \
capital 2 ? > S
2. Raw-materials _ ,
shortages r 1 3 11
3. Teols and equipments 4 - 2 6
4. Marketing Facilities - 1 2 3
5. Fixed assets - - 2 2
6. Product design - ¥ - 11

=
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-

=" The shurtagé of capital that is mentioned by the enter-
prises is probably the inevitable ccnsequence of the absence
of adequate, organised and properly ménaged financial insti-
tuticns for the provision of Both ;hcft-term and long-term .
credit to thgselénterprises. While short-term credit is requ-
ired to meet the working capitéifrquiréﬁhnts. long~term credit
may facilithte purchasing cf'plants,'haw machinery equipments,
replacement of obsolete processes, etc, so that boti output
and employment could increase.

r

6.2. MARVETING \
Marketing affects conditions of availability and ccst of

raw material; and disposal of outputj hence it affects pro-
duction, technology choice and efficiency of operation of an
enterprise. Marketing has often been, recognised as one of the
main impediments for growth of the rural, small scale indus-
tries. In this section some of the aépects of marketing in the
context of the agricultural tools and implement industry will
be analysed. In particular, the issues relating to sources and
-availibility of raw materials, organization of marketing and
degree of competition will be taken lli): :

— e

6. 2.1 . Agents and availibility of raw naterlsls

> The types of agents from whom the enterprises procure
their raw-material inputs will depend on a number of character-
istics of raw materials and the pz:nduct itself. First, if the
raw material is mainly fcod cropfedible item, and the product
is a little processed food/edible item~then raw-material may
be produced by the entrepreneur himself. For example, some of
the rural industries, such as Eygfnnking,-nil pressers, etc.
may produce their own raw matezialsfl). Secondly, if the raw
materials are locally produced primary products then agents
are likely to le the producers of raw materials themselves.
1

See RISP, Final Report, op. cit. pp. 304. :
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Thirdly if the rav-materials inputs are processed items

either importec or domistically produced then the suppliers
are likely to be the wholesalers and retailers. Finally,

if the production of the raw-material inputs are seascnal and _
if they are primary commodities the suppliers are likely
to be middlemen who ereates value by storing and preserving
the raw-material. These agenta are by no means mutually exclu-
sive and the enterprises may of course, procure raﬂ-materials
from vareity of sources.

Table 6.7 gives distribution of enterprises by main agents
of raw-materials. - :

One will boserve from the table, that their is a complete
absence of self-produce raw-materials. This is not, of course,

surprising because none of the raw materials are food items.

: Percentage distribution of enterprises procuring
raw-materials from various sources

]

“TBoat _ "liooden i Fishing | Blacksmith= " Panboo §

i yMalking | cart & :net & 1ting & Agr. )cane ccnta-
Vo AT r.equip- ! tools yiner & mat
i o tools _iﬁénts kS :

Froducer - 91.30 44.44 58.32 90.00

Wholeseller « 75.00 = 22.22 29.41 ~

Retailer 10C.00 17.39 55.6 . - 70,59 10.00

Creditor - = 11 .1 - =

Others - 4435 - 5.88 -

="

llotes lany enterprises have more than one source of procuring

raw-materizl and hence the cell cclumn total percentage
will not add to 100
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Further, no cnterprises procured raw materials from the co-

operatives or zovernment aszencies.

One will further observe that in most of the cases, the
enterprises procured raw materials from various sources
similtancously. A siznifiecant proportion of enterpfises(ﬁ&.BE
percent) procured raw-materials from the producers themselves
without depending on any intermediaries. For uxample, 91 percent
of the wooden tool maikers and 90 percent of the container and
mat makers procured their raw-materials from the producers.

In most cases, the raw materials were however locally pro-
duced primary commodities. Direct procurement of raw-materials

gilves some price advantazes to the purchasers.

About 40,26 and 16.00 perceat of all enterprises procured
their raw materials from the retailers and wholesalers ;
respectively. All the boat makers, about 56 percent of all
fishing net and equipment producers and about 71 percent of
all the metal tool producers {blacksﬁiths) procurred raw
materials from the retailers. Further, the percentages of
nnfer;riscs procurinz row materials from the wholeésalers were
about 75, 22 and 29 respectively for the boat-makers, fishing
net and equipment producers and the metal farm tool makers.
One observes that most of the raw—ﬁgterials such as log
wood, timber, pianks,'thraad (Nylon or cotton), scrap nctals,

ceals, ete. werz all processed items.

Creditors appeared to be the main supplicrs of raw-mater-
ials in only about 1.30 percent cases of all enterprisess

This occured only in about 11 percent cases of fishing nets
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and equipments producers who procured raw materials from the
creditors. The prices paid to the supplier were about 10
percent higher than the usual market prices in thesc cases.

Tt sometimes gives misleading picture; unless one knows the
volume of purchase of raw-materials by the enterprises from
differont scurces of suppliers. Such a distributicn has been
presented in Table 6.:0. One will ﬁotice that the observations
mace in cases of raw-material procurement are borme out by this
table also. Procurement of raw materials (in value) by the enter-
prises from producers, retailers, wholesalers and creditors

were about 50, 27,, 11 and 0.65 percent respectively.

TABLE 6.8

Distribution of volume of purchase of raw-
materials by the enteririses by the types of

- agents.

Procurement of ,noat ooden "Fishing jBlack-  ,bamboo, |
raw-materials !making jcart & ‘net & !smithing jcane 'Total
from: - ‘Agr.tools tequip- (& agre- ‘container |

! 4 'ments ‘tools '& mat -

L L ] [l 1 1
Wholesetler 37.50 - 11.11 25.29 - 10.78
Retailer 62,50 10,87 __ 38,89 ° 464735 0,00 27 .20
Ereditcr o -, ‘5 -55 : - - u |65
Others = L L 2435 - 1.82

Raw-material shortaces have been identified as one of .the
main constraints in the context of these enterprises. It may be
werth-vhile to identify the areas in which raw-material short-

%
\.
%
A

ages are acute and the faectors behind the shortages. It has
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been observed that, where the raw-materials are either domis-
tically proceseed items or'imqurté, the enterprises cannot
sometimes procure right amount of raw-materials at the right
prices and shortages of raw materials seem to occcur fnr the
enterprises using them. Several factors nay explai1 this. First,
inadequate domestic production or imports, may breah scarcity
regsulting price hikes. Secondly, mal-distribution of raw-
materials will also have the same effeoct. Further, scarcity

due to inadequate domestic production or imports coupled with
mal-distribution will further accentuate the problem, Finalir,
poor infra-structure of the economy- may also aggravate the T
situation, ﬁarticularly poor transportat;un, which will mean |
that the raw-materials are simply not available in remote areas

or if they are, then prices are very high.

6.2.2. Organization of marketing

The orzanization of mariketing has number of implieations,
fis menticned earlier, the enterprises were gecgraphinaily _
widely dispersed and their geographical sphere of marketing was
more or less limited. It has been observed: ‘that only about
12 percent of the enterprises sold products outside the
Thana where they werﬁ located. It has also been observed that
the geographical extent of each of the enterprises market -
seemec. to depend on the size of the enterprise. However, a

rigorous datteipt to establish the zbove was not made here,
though it seemed possible ‘that the geogra.ph:.c:al splere expan—
ded as the size inereased. o ;

As a consequence of the tocal nature of . the market, most",
of the enterprises sold directly to the users of the product, ¥
i.e., the farmers and rural households. The distribution of the
volume of produce of the enterprises by various agents has
been presented in Table 6.9,
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TABIE 619

Percentage distribution of value sold
to various sources

-]

] 1] (] 1 L]

Sources to which | Boat | Wooden y Fishing | Agr. - Ranbhoa

product sold | meking | cart & hnet & ! tocnls & ! . i
. ! agr, tools | equip= ! Black- | SRR O
! . : : ! e ' ainer & !
! : E ments ; EMlthlnE; e | 8.
1
1(8) (23) (9) (17) (20)
i

1. Directly to i

users 61.23 9%, &3 81,11 100,00 86.5

2. Wholesellers 12.50 - - - 65

3. Retailers 26.25 6.52 - 13.33 = 7.00

5. Others - - = 2 i

Total 100 100 100 100 100 100

It will be seen from the table that about- 88 percent of
the products of all enterprises have been dircctly sol to the
users, be the farmers or any other agents. About 8 percent of
goods were directly sold to retailers, whereas about 3 percent
only of the volume of products were disposed to the wholesellers.
The enterprises sold about 0.65 percent to th. creditors. As
can be seen from the table, while the sources of raw-material”
procurement varied due the nature of raw materials and the ;
product, the agents to whom the outputs were disposed did not

scem to vary among the various types of products.
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The proximity to and the direct contect with the users
have ;everal advantages as well as disadvantages. Apart from
the very narrow gap between producers and consumers' price,
close contact between the producers and the users, could be
instrumental to the technology tfunsfer, and make the producer
aware of the needs of the uscr in the locality. Further,
because of the 1imi{cd horicen and.the close ¢ n=azt, there
are advantages of easy repairs to the users. However, easy
repair services in the vicinity may ret :rd the tendency for

standardization of the products.

As mentioned carlier, about 40% of the enterprises under-
take construction of an implement only after receiving firm
orders They often ask for nganceé before they start working
on an implement. Presumably, this was due to the shortage of
working capital, as the enterprises tried to economize the
working capital reciirements. Only a few (about 5 pércent}
produced for stock only and the rest (about 55 percent) .of the
enterprises produced for both-stock and order. However, for
thesc enter-rises, the ready stock they kept was minimal-so to
*B!Ji*tﬁ~ntiract the customers. Only a f:w of the container

and mats producers kept stock of produce.

Naturally, the enterprises could not sell on credit and
this procedure was perhaps n-cessitated by the shortage of
working capital. Further most of these small cnterpri es

themselve did not receive any credit and therefore extension

- of credit to thecustomers to enhance the sales of produce

could not be achieved. The sample had only one case wnere the
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producer extcnded credit to the custcomers. This absence of provi=-
sion of credit which may be used as a form of price competition, was
not however an  indication of the product market perfection. As
other evidences suggest tha€ the imperfection, if any, was in

the cagitul parkets.

The shortage of capital and skill coupled with the nature
of demand for the tools and implements generated by the
technology in use in agriculture and by the users did not
probably produce any congenial atmosphere and incentive for any

innovation. As the Table 6.10 reveals, only about 2.33 percent

TABLE 6.10

Distribution of enterprises by nature
of innovations undertaken

Nature of } No. of v Hoy of -5y : : '% of the
innovation ! ent. in | enter- | No. of ¥ of total | Total ; total
! irrigated | prise ' enter- junirrigated | no. afi
! area 'as % of ! prise in area ! enter-,
i ' total in| unirri- ' prise
: ' irriga- | gated | ! X
E ; ted area; arca - E i i
1. No Inno-
vation 36 97.30 41 97.62 77 97.47
2. Product :
improve- - - - - - -
ment ' ]
3. New pro-
duct/new 1 2e70 L 2.38 & 2e33
process/

or now raw-
material used

4, Total %7 100,00 b2 100.00 79—+ 100.00
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of all the enterprises made use of new raw materials, or new
process or a new product in the market. In the cases of enter-
prises operating in the irrigate. arca the rercentage was

about 2.70. However, the enterprises in non-irrigated areas,
the sarc¢ was nnly about 2.53 -ercent. It appeea's that the
differential type of areas did nct make any significant differ-
ence in case of innovation. It appaars!that the uncertainty in

maketing a new product is likely to influence its production.

It has also been observed that the terms of transaction
were mostly cash terms. The producers even gave 2 discount for
the cash payment of the products. For most of the enterprises,
except boat makers and some of the blacksmiths, they would carry
on making tocls and implements - their dailytaske, for five
or six days a week and go to the markct place to sell the
product on the market days or hat days. The payments to the
workers are made in the following day or fortunightly. The
products are generally carried by carts, boats or rickshaws if
they are bulky, otherwise they are trghspurted by headloads.
The system of marketing, however varies from location to

location.
6.2.3. Competition

Since the enterprises in the industry produces rather a
wide range of nun-standardizéd durﬁhle products, it is extre-
mely difficult to indicate the degree of  -mpetition in the
industry. Comparison of prices could have beenuseful, if the
enferpfises prﬁdﬁced a small range of products and if tha.ﬁruh
ducts werc standardised. However, in addition tc the aﬂsehsa
of standardization of products, there is a good deal of variation
of the scervices provided by enterprises to their customers. Limi- -
ted geographical sphare of marketing of the product may bestow
some local moncpoly power but it appears to be temporary because
virtually there is no barrier to entry. Some of the producers en-
Joyed some reputation for excellence but this was essentially

local. There was ne advertisements and no aggressive move for sell-

i M, 1. e e e e By T - I .« " o
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CHAPTER VII
CONCLUDING REMARKS

From the present state ¢f the agricultural toocls and imple-
ment’ industry, che can make a number of observetions which seem

to be of interest.

First, the results suggest that agricultuf&l tools and
implement industry in Bangladesh comprises of small and family
based firms, geopraphically dispersed, combining repair acti=-
vity with production of a wide range of toole and equipment.
The products are nDn—standardiged, and Gf indifferent quality
standards. The production activity is scasonal having peaks
around the planting and harvesting periods. There is virtually
no spcecialization in the industry. It also suggests that the
enterprises have sprung up sponteneously in response to the
demand for agricultural tcols and implements. They belong to
a sector which has becn termed in the literature as the iradi-

tional, the unorganized, the artrisans or. the craft sector.

Secondly, most of the workc¢rs are family workers with
a negligible amount of hired—wofkers. The terms and conditi-
ons for work is guite similar to that of agricultural scctor.
Most of the workers do -not have any formal training and the
firme entirely .rely on the on-the job training. More than 80
percent of workers come from landless &gricultural households.
Many entreprencurs have sources of income other than this indus-
try and the proportion of income coming from this industry to the

total income seems to vary inversly with the total incomﬁw
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Phirdly, the structure of capital assets reveals that land
and structure constitute more than 80 percent of the total capi-
tal assets. The value of machinery, tocls and implemcnts accounts
for a small portion. Apart from inadequate machinery and tools,
there is a shortage of techmol.gical know-how and skills, which
make the technclogy in use rudimentary. The results alsoc suggest
that there is an acute shortage of workin; capital @as a result
of which the firms tend to economize on working capital require-
ments by making implements after the# receive firm order and a
part payment in advance, byrecducing stocks of both raw mate=-
rial and output and by ~sh selling of products. Net 1nvestment

in the enterprises appears to be very low compared to net output.

Fourth, an analysis of inputs and costs structures suggests
that a signifiannt_proportiun of inputs are domeqtihally produced
primary goods. Inter-industry linkages were high. An analysis of
the production behaviour suggests that the returns to scale are
constant. Though labour is slightly over utlllzed than the effi-
ciency criteria, the capital is under-utilized. An additional amount
of capital invested would generate additional output more than the
amount of cazital invested. Tﬂe reasons for not inveatihg in capi-
tal appears to be (a) access to capital market is extremely limited
and (b) the interest charges are vary high in the unorganized
money market sc that it is not prefitable to invest in capital by
berrowing it. There secms to be a2 peositive acc“mulatien of capl-'

tal in these enterprises.

Finally, the results suggest that both long term and short
term crecit market is extremely limited. Shortapge of working

capital for the enterprises limits their capibilities to finance
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their production and for providing lied loans to their cisyﬂmers.
The real cost of borrowing appears to be very high. There is very
little innovation and this scema to be partly the result of
merketing uncertainties and partly due to the fact that the
demand for pr:ductlun innovation is not forthcoming from the

farmers.

It must beé pcinted out that, the results are essentially
based on a sample of firms producing farm tools and equipments
coming from within th¢ framework of rural industries1 and does
not includeée modern agricultural tools and machinery producing
chterprises which are mostly lccated in the urban areas. For
example, enterprises producing various typaé cf power pumps,
tubewells, etc., are mostly located in the ﬁryah areas. These
modern enterprises use sophistated technology with highly
skilled labour. Therefore, the dual nature of the agricultural
tovols and implement industry . as a whole ﬁus not been reflected
in the study. This is of course, a serous limitation and the
re&derslﬂre, therefore, warned that the results =zre morely

suggestive.

Inspite of this limitation, there-are some implications
of t.e study regarding future policies conccrning the small
rural-based agri:ultural tcols and implement industry. Instead
of making specific policy recommendations, a general but disi-
rable direction of change of policies will be indicated.

It has been cbserved that the firms suffer from both
short term and long term capital for their production. thL&
long-term credit is needed to build up new structure, purchase of

new machinery and tcols, short term-credit may ease the working

1Rural Industries Study Project, Final Report, 1981, BIDS.
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capital requirerents of the enterprisess Since the money markct
is unorganised and the firms simply cannot get credit from financi-
al institutions, an aﬁprapriate credit poliey for both short and
long term credit of the government may help the enterprises for
expansion of output and employment. The credit policy may be
designed so as to correct distrotions in capital market, institute

a less discriminitory policy for allocation of funds, and ease

the terms and conditions {such as collaterals) for availing

credit, in order to create a more favourable condition for the

small firms. It will also fecilitate the firms to extend credit

to their customers. This will also create opportunity for more
innovative and dynamic firms to realize more effectively the

potential for increased productivity in malking their present

|
|
'r

product as well as allocate additional funds to the search for
and the selection and adaptation of new implements.

It has been further observed that the marketing uncertainties
affect production and hence employment and income. Further, the
marketing uncertainties act as deterrent for production innovation.
The firms face difficulty in both procurins raw materials and
disposal of output. Shortage of raw materials is mainly due to
either inadecuate supply or unscrupulous intermediaries who
create artificial scarcity. The situation can be eased if there
are government fumctionaries which will deal with such raw-
materigls and muke them available to the firms. Formation of
producers® cooperative in both procuring raw material and'selling
of output may be another way for easing of the situation.

It mey pe mentioned here that cven in tiie developed indus-
rialized econcmicslﬂ the agricultural machinery and tools are

typically produced by relatively. small firms. Small firms can adapt

15&& Strickler, Paul E, "Farm !Machinery and Equipment" in U.S. Dept.
of Agriculture, Structure of Six Farm Input Industries, Washing-
ton, D.C. and Cowling, ¥; lMetcalf, Dj Rayner, ..J.; Resource
Strugzure of Asriculture: An Economic Analysis, Pergamon Press,
Oxford.
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themselves more guickly to local conditions and as such encourage-
ment of mai:ing implenments which lend themselves more reradiljr to
local adaptation is called for. For the successful generation

of local production of an eguipment innovation, extension services
should be provided, particularly to these who pipneer its pre-

gk

Finally, as meationed earlier, this.(i;ndustry can act as a
vehicle by which appropriate technological change can be brought
about in the de}mloping economics with predominant agricultural
sector, Therefore, development of this industry plays a crucial

duection.

role in accelerating technological progress in agriculture '

and also the rest of the economy through linkage effeqctsy This
has great implication for employment peneration in the éccnﬂmy.
Further research in this are:lt is called for in order to clearly
understand the dynamics of the process so that apprepriate
policies may emerze. '
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TABLE A 2,1

Distribution of the monthly output as a percent
estimated yearly value of output classified by
of enterprises

A

|

muﬂwﬂ

thy Baishad Jais- i Ashar — T"Sraban | Bradra 7 Ashsh- | Kartik | Ag ! ! Magh “Jmnpmun_“ Chai- &
y kh Aprd tha i June 15 | Aug.15- ! Aug.15- 1 in Sepa Oct,75-! Nov i Dec.754 Jan, 5-! Febe15=| tra. K
v 15 May ! May 15! Jul.14 1+ Sep 14 | Se. 4 | 15-0stiq Nov.14 ! Dec i Jan.14 ! Febe'h | Mar.t4 ! zmHLAWA
1 1% 1 Jun.1by ] : BT : Rt i Pl a4
! ' ! ' ; .“ 'y ! ‘1 ' ' 1y, g
o “ ; : L : _ & _ 3 m bfs ol T
2.25  6.51 ' 2k.43 1%4.91 3,00 5.96  12.86. 8.23  4.33 0.46  '0.38
i \.\....... 1 2 d
1461 . 1,00 0.94 0.43 0,55 3.47 755 194 22.17  21.63 15.12 6.49
7-34  7.04 8.74 10,7 10.30 11.81 9.60 11 8.92 L.85 L4.73 . r?
) 2433 5.hk0 b.48 .12 3.86 3.99 7.75 8% 17.39  12.60 10.70 mr.mu. ;
ne) 7.33 5.83 4.96 3.9 6,63  b.b2 7.42 1 G 15,06 13,06 8.14 8.27 1
e R Wk 30 e v RS .t
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Distribution of types of workers (Age and sex) by types
of enterprises .

RO ] L3 J i s + [ N . 3 ' : 1
Type of ' No.of -} Family ! Famil "mwphmwuwnmn: i
worker | ohgerva- “.oAzoﬂlimmmu ' (wegel - - { .
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1 -
S5 ¢ 1 0 ; — ] e
Boat making L i g - - 12 5 e, S
——— i i H L th= Ty
1
Wocden cart & m 23 . 129 1 1 e ¥ m . P X
Agr.tools 1 i m __ g &
1 M o H
e i
Fishing net & 29 m g 3 - wl 5 m 1 N -
equip- : _" 1 | !
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Continued Table A.3.0(a)

[] \ WA e
mWWanﬁ.h1Wmuamum=ﬁ m Casual ! TOTAL m.mmunmuﬂwmm m Grand total
Industry | M |]ul|“|r i e ) T Ch “ -
type } ! o L . m :
; . f _ — b
Boat making 2 T S " {0 = e S L B
Wooden cart & Ve - - T - | m 95,1 er m-r_m N
Agr.tools ! | { ! i
e i | 1 ! :
Fishing net & ' | i
mwﬂ...—p.u.-..mui 3 = gl .“ ! = I m \_G u " ” ﬂmtm NUIJ i “_. Ju-_
: : ! ! '
Agr.tools m m | ] f
blacksmiths “ ¢ IR 70 T e il = " “ il
A L ] P
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Container & ' ; '
mat m a i T .. 2 o = w 30 ﬂ._ o “ mm-_h—. ._.__u‘_.-m - m Uﬂ
- g ] ; . . !
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GRAND TOTAL - 8 by i 158 i )
_ ! : ! : :



m : N ; ! : : o : -
) 0*00L + —0%4 g v RO WA S P VTR ' CEEEUERR LT
; . - : - . ” . t J
i " H " " k " ] "
aroey -4~ aeTe L TG Secheraas sa 0% W R S 6L 1 TIY
, 1 ; 2K : i : e i '
L e Nl S oL 4 A A A - U IER6. : o 9 ! +
._ i ,“. i i [ " t |
i : “ . w " i b i i ”_
O"EL o0 '} L G2t =i Ll ST ol : L o P ¢
L R ! " . B : " :
gy ’ ) : | L " ’ i
Q*'9Y 1 qik ; = i 4 ' " ' i FH .“ 69 v fAS m c
(]
ErgL . s 9T ) St L o AN erien s Bl vl - o i e SR it 1 L
1 ; 2 i . - i g | ;
i it " " Ty ; ' \ I dnoa
! / £ ' ' .} (e%en | | woties | szts =du
a9aq ;. . !  queu } PpajEd : 8013 | =-uou) _ (28em) | =I98Q0 | JaxJIom
—usoJsJ b IYIOL : TenseE) | —guaag | —999Td V ~yoxddy | Lrtwey , £TTUEL '\ 3o "oN'} 3O adfy,
[ i i I [ i 1 i 1 s

dnoxd az1s juswkordma Rq sasyaom JO adfy 30 UOTINQTIISTQ

(q)0*€°Y FIEVL

T




. - 139

TABLE A.3.1

Distribution of no. of workers, per unit man days worked
and average number of days worked per worker by the
employment size group of industry in the reference month

pr— e

Empl. Size E No. of E No. of E Per Unit E Av. Days E
Group { enterprise | Workers , Mandays I Worked -
- : | Worked ! Per Worker !
I L) L] ] I
1 H ]
1 ' 26 v 6 - i {17 ;
] . ! - 1
2 I 37 B T {25 :
! : : : i
L
> ' 10 : 30 : 82 ' 27 '
T : 5 : !
I
b+ {736 e 28 { 115 P ah ;
: : E ! E
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TARLE A.k:l

Percentage distribution of types of building
structure by enterprise type

S

With

; T T T T
Types of enterprise ' No., of ! Without | ' Types of structure
. }-nbserqj strifcture | structure |- : .
- ! yation | : ' Puce¢a , Kancha
: ! ! : L
Boat .making 9 1931 88.9 - 100.0
.- \
Wooden cart and 23 82.6 ~A7.h - 100.0
agricultural tools :
Fishing net and 9 55.6 b L 25.00 75.00
fishing equipnent :
Agricultural tools 18 - 100.0 2 100.0
and blacksmithy .
I\'l
Bamboo, cane cont= — 20 -~ 70.0 30.0 - 100.0
ainer & mat. 3 ¥, :
ALL 79 Lo L 50.6 245 97.5
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