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~~Freward 

Thjspapr f asen 	 MyDichgmn Stateiope ofrports produced 
versty'qs Off-Farn Employment Project. The.project, whichis funded by 

the Office of IRural. Development a,!d Develomnt Adilnistration, Develomnt 

Support Bweau,,U.S. Aencyfor International Dvelopmet, has the basic 

-purpiose of eu~andng the abiity of AID missions and host country institutions 

toeidentify and lqemnt progrms and policies that generate off-farmemloy

inmat and incm opportunities benefiting the rural poor. eNe of the suJor 

comonents of the project -is the geeato of new knowiedge relating to 

-rural 	 -In'non-farm activities. collaboration with host country institutions 

K- and AID missions, detailed field surveys of small-scale enterp3rises are 

currently being conducted in Bangladesh, Jumica, Honduras, and Thailand; 

thUrsut of3U~ tUes ILh3will be published in this~ seis .Astde 	 cnd
 

comonent of the project involves the &rshalling and dissemination of 

existing -knowledge-of rural non-farin activities. Astate-.-f-knowledge

-paper and special studies relating to off-far. activities will also appear 

i1n this series. Previously completed studies in this area currently avail
; ? . . ... .... .. . ' .... . tL . . 4 m c.111j 	 mJable thorugh the Off-Far. Emplownt Project include: 

1. -Carl Lewp"RsaconEmploypent inthe Rural Non-Frm 
Sector in Africa, African Rural ployent Paper N. 5 
1973. 

2. 	 Carl Liedhol. and Eiynna Chuta, "TMe Economics of Rural and 
Urban Swll-Scale tnme~ntries in Sierra Leone," Afr~ican

mRural EmloywentPaper No. 14,7 --- --	 Ll,:l, esarhonI 1976.' 

3. Enyinna Chuta,. 'The Economics of the Gara (Tie-Dye) Cloth 
SerraLeone," February, African Ruiral- -Indstryn 

.EcooyWr il p ,u SW-N. 25 1978. I 



r r' n, , 1ian 

'979 

V.~~~~ l~ 

M eabearEcntepie"aq Ealtio Aivyeuretlsbp 
Vori'4,apr. 4 

Rviewn on the Ste oftgetAt icianS'lSaeIdtte 
Univri Rurl eelpmnPapers1 Pa. No97. 99 

dneisern 
StatUnversty 

lamies: 
ura 

iiala 
Devel 

Survey4Results,' 
oet Series,knPae 

''cig4 

tois'ftaeprs~am wel. 4saddiiona inomtono h Of, 

6. EylnChua ad Cal LCarlmLiWvlfo-amEaont 
A Rvie f w taeprn oftherArt," tral SaEcnms 

~~~~~MhgnSaeUniversityRriOvl~tPpr7i~~,17.. 

nteprtss inJiast Ianiial Surveya 48ul8,24hia 
StaeUivesit R~U.Al.eeon eisIokn ae 



I
 

Inarost less developed coujntries (LZis), eroiricai evidence isquite 

insufficient to nignhicht thte existing array of :ecnnicues of ai 1tCticn on 

a procuct-ty-procuict tasis (i~nite, 978;. ? o~icy raers, Droject anr4 aro

granu aesicIners, ana a few~ econcrists stifl telieie :.nat cirrent jiestern 

tecftnology .,rovides tr~e only cc ri:rc-li~ efficient -.r acticn Processes 

for those LDCs. 'With the contin~cjs adcp:icn of capital-intensive wettnods 

of pro.ducticn, the slcrw arc'tn of urtan i-,antfactririg erlo)7remnt 'tas cen

tributei to tnte arcreasing rate w, jirar Ccnse.bieftli. 'in

crease-3 attenti1n is teir.g fcij Zi' mays of expancin: s,a 11-scale, 1aacr

interisive atities in r..r3t areas. !f aprc;riate :olh.:es are -t >e 

forrrulate --n-, :!e :zrrec: cecisicfs ra"4e wi.ei reso-ec: :ne ar:rooriate 

technir~kes of r'jt c etai ed inforr.aticn ccncernirg: availate factor 

proporticrs art trie ;rofitabili:j zi Jif'erer.: tecrrvoic~y o0:tcrs is :r-.;zia!. 

The ob~ective of :riis :ape is, :.iereforie, to examine meR ef'Fiicercv 3rn, 

prafitability 3f aifferent ;rc~cticn orncesses in tte Sierra '.e-z'ne :!otn

ing jraustri, .j5in, rtrentlr :071 ecte-d survey Zan. 

1.1 Outline n't Pazer 

This pier mil" te joresentea ins five secticn- Folicwaing an int'

duictorf secticri, secticn 2 ail' :escri~e sore ;firtan: feat.ires, --h 

SierrA Leone clotthinc irdc;str~ as it exist-4 Lire" sir-iey :-ericd. !n 

sectic 1., "Vie re~resenta:ie "ir--r gi, :e s t-n~hsu;1E- ar.- '.*e aortcr,

rniques of Drc: -.cicn iden t~fi-E-. to ena~le :'te arilyses of :.e !teCntZ an 

eco~nnic efli zaercips 3f re:)rese:.atiie :e.r ad-iicn, reoresenta

tive tudgets mi' :e en ioje~ to jrnlertaie ar CcrVITic Or3fit aral.Isis .-

those firms. Sevtion .1 wifll te de-iotej to at-. exatlinaticti of trie circn
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stances under mnicn clotning e uiprent snould be pur'Jhased or rentea. The 

final section -mifll inc. e notn a swurar ana :he iolications of analytical 

results frca te :oints : - :otn policy forruiation ano prolect aesign. 

1.2. 	 Source .-i Za:2 

Thte ;ni.jt-out.jt ata -ised it he analysis were generate: ?y te )utnor 

during a 1974/75 srdey of salil-sca'e industries in Sierra Leone.! 1,sw'ple 

of 132 tailoring firms as taKen fror 7, rarciy selectei different sized 

localities and 25 rjraT en,,eraticn areas in Sierra Lecne. 

Two-thira., :f te sa=-ule *as ch-osen r3rn:,o-i., to refiez: :he L;maeriyin. cnar

acteristics of -rie of s in Serra . rile 3ne-tnirdaticn ailor$. . -uce 

was seiectej ::roosite ' :. ensure :na: Ir:s mith different arrays of 

factor :roor- -rcnswere_ inclde: in tpe saol&e. The sur-dey gas carried out 

over a zne-fear :erioa and irnjt-jtrut cat. iere c!tained on a daily Dasis. 

Informaticn onrtre tuo large-scale clothing inits aas aased on secondary 

datA .2 

1T'he small-scaie industry stuly ws a conroonent of the Rural Eip.o)ment 
Research Droject, :-ased at !%jali Jniversity College, The University of Sierra
 
Leone, ;jncer the ieadersnip of Dr. Junstan Spencer. 

2Sierra :ecne, rensus of 4anifacturing,' 1973/7". Sentral Planning Unit,

Freeto'in. 

http:ni.jt-out.jt
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1I. AN OVERVIEW OF TE SIERRA LEO'!E CLOTHIPM PPI]JSTRY
 

The clothing industry inSierra Leone oas crosen for analysis in this 

paper due to four rajcr considerations. First, v-e inajstry is tne leacing
 

sill-scale industr:ai suse:tar, accc~inting for 31 ;er:ent of erplyoen!, 

33 percent of total estaois ments, anz 37 :ercent of :-e iale-adec in 

the Sie,-ra Leone s:'a,-sca:e susector .r. uta, 

1976).' Seccit4, tne vast -ajority of tnese enterprises, .3 poercent, are 

located in rural areas and are tnus irzoortant elerents inany rural develop

vent strategy. Third, tre :otninc ir:jstry in Sierra -.e-ne isone witn toth 

small-scale ana large-scale inits idnicn Ccrcete witn one anotner innoth
 

product and factor rarkets. Finally, rost levelcDin ccjntries rave launcnied 

their irGort-sbs:itjticn incustrialiZatic- oolicies Y arc-roting ixjs:ries 

such as brewing, cigarettes, ana clotning2 often supz.or-'e. ,y aisto-ted 

factor prices sjcn as unduiy ia.% rates of interest, 7iniu! Aaces, ar. over

valued foreign excranse rates (Jonnson, 1962, :.. 74. Sun :,olicies nave in
 

the recent Dast resulted in the use of capital-irntersiie Orcaucti:cn retrods 

with conseqiences of unemo)1rent in jrzan areas 'Fran4, "9671. 

!n Sierra Leone, clotning gccs arn ser:ices D ce3 y totn 

Lie:olt ranafac:.rin 

are h-c.e -- small

scale, labor-intensive tailoring firms :rtat n' atot ,er C, tribu

tins atcut 3 ;ercent of the entire 'ialue-addec in tr.e clothing industry, 

lin ternms of num~er of estabiisnients, cloth-working appea.-s to be the
 
nost imort-ant small-scale industri-_l activity throgjrcut Africa ',iedholn, 
1973, p. 71.
 

2Peter <ilby (19-69, . ,3)-oints o'.t that thc cotton textile industry 
has been one of the major areas of industrialization for scme c,,eloping 
countries in tne twentieth century. 

IThe agg.regate ntrber of such ir-rs *as onatpre~c tnrsucn a detailed 
street-by-street enumeration of sral , -scale ir,¢tri in 'Sierra Leone. 
For details, see Chta and Liedhtoir, 1375. 
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and two large-scale, capit.al-intensive firrs. The clothing gods include 

sewn or knitted faoric sucs as :rcjsers, Jackets, snirts, school unifoms,
 

traditic-al apzarels, Cresses, ec., ile Iotninq ser-,'ices, Tostly cro

cfucea, rty '.Fbs~iin. re.-air semrnirms, ine r a.rea; faori':. 

The use of treadle iehinc macnines is micesreac al-cn: rivaoe S.i'al

scale tailorir: fir-irs tn Sierra Leone. Since elec:!"c,-:uy is no: available 

in imost rural ti7ns ana Y'tilaqes, sewing macnines are generally operated 

vanua~ly. .n ddit:ion, :nere are sevin: -acnines nich Jnacertake i'omle 

sewing, onereas 7ore ccriicate, -_::esmay erorcicer sear. zariCs. T.ese 

differeilces ir -.re :asks are as: re-'e::ec. :)s::yze of -erforred 2i" 

differences - _e 1C,0 ". e ffor sicie seminc 7macnines o ore :n'.,ese 

''Butterfly ora c or Ja:anese '-e.jazi, ara 'e 23C *o % fefor :ne 

eTbroidery acnires of :re I:a in 'eccni' trand or ne Jaanese 'Zenitn' 

or 'Hivaz.' itnin te enoro31eri process trye, t:ere ,s a wice range in 

the cost of macnines - frimt Le 230 to Le 3CO to Le ",C ;3r ore Britisn 

Corne|y brana. 

!n tne 'jral areas of Sierra Leone 'icali:ies w: r less -:ran2,00 

peoole), -os: of :re s.all-scale tailorir.c fir-.s ooerate in terroorary work

shops or ,-ua . rentals of an.out one Leone. inuilains and pay -ontnly iut 


Iocalities witr an of 2,9]' peope, of tiilorseAcess a 3.-ercert r ivate 

operate in worksnops nuilt of c:e'ent wails, 25 3ercent ooerate :r, erandas, 

and another 25. per:ent 3erate 'r 7,c nc~ses, anile about 16 ercent tilize 

teperar/ worksnoos. The average wor~sroD soace is ac-out 100 square feet 

(with ic'wer and jp.:er ranges of 20 square feet ar 450 square fee: zer 

1 hese prices mere oserved for the survey period, 1974/75. 
Le I = U.S. 51.10. 
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workshop respectively) and average nonthly rental is about seven Leones 

(%.ith. a range of Le 1 to Le 50). 

%part from the large nufer of widely disoersed private tailoring firms, 

two large-scale taiioring firms are in operation. One of the firms is oMed 

by a foreign cc any and,pr .- uces about 12 brands of knitwear withr fixed 

assets of accut Le 115,C,11. T'e second firr is a joint venture of Sierra
 

Leonean and foreign interests and produces trousers and jackets .withtotal 

fixed assets of about Le 2MOCO. Eacn of the firrs operates in permanent 

cement buildings, unich constitute arait 46 aercent cf me value of me
 

total fixed assets.
 

Ahile the m,jirity 3f small-scale firns operate by reiying -nastiy on 

custoers uno pAace orcers for clotning gnods and ser'uices, :te large-scale 

firms sew ready-nace garrents and nariet these through ixdern srcpping 

centers in Freetcrn. Thus, trese firns nave differentiated :neir rcducts 

by adopting sales prcmotion techniques sucn as product labelling, packaging 

and advertising, anolesaling, and retailing. in effect, the large-scale 

clothing firTms cater to trte tastes of tne e-merging i-iddie- and upp'--class, 

while tre s:a2l-scale cio:ning entrepreneurs prciuce for scrne of :ne :-iddle

class, but r-ostly for tne cwer-class, sucn as far-ers, scnool cniiren, 

students, teacners, clerical staff, and sma'1 traders. 0here totn lator

intensive and capital-intensive clothing firris exis:, one can argue that 

there are different products of different qualities in the Sierra Leone 

clothing industry. Hwver, eTrpirical evidence fr ir Sierra Leone indicates 

that the existing price differential (given the sa v faDric, is not so nouch 

a result of superior workm-anship of the larce-scaie, :a-;a'-intersive firms 
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as of additional costs resulting from assembly and handling1 of the final
 

products.
 

Witn respect to the efficiency of resource use a-rong :ne Sierra Leonean
 

clothing firs, :*o i'nor:an: :narac:eristics snould be oointed out. First,
 

the reasure.ents of onserwez inD. s and oj:utus lo not refiec: -ul1 capacity
 

utilization of plants and equipment. "nreec, te obser-wed le'eis of excess
 

capacity am-ong the clotning firms ranged frcr,,1 to E6 percent. Reasons
 

for such excess capacity inclule inacequa:e emand For oroc c:s arc seriices,
 

'
 seasenal "uctuatiuns, ana lack of or ntin czst of rag 7aerials. Se:Dnd,
 

althoagr survey data revealec :nat anout :er:en: of Sierra Leavnean c2otn

ing firs saic tnat the clotninc inlustr o 7ake orofi:3 'nottney joinea -.

necessarily -naxirizing arofits',, 35 percen. of :nose Ti-rr lo~ne :ne indus:ry 

for other reasons sucn as farily enterprise, fa:ner's irajor occuvation, and 

securi:y. 

In the next section, tne conce~ts of nottl tecnnical anc econcmc e";i

ciency in resource use -mill be utilized for a-al_,tical surposes. The inpli

cations of .nese t o cnaracteristics for raxirun production and orofitability
 

shoJl al.ays te rem rered.
 

ISee page 1-'.
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gruedito5rersetie tye sson nTe1 heuseof epre-.
 

facurigeteprises tpe hoaneesaiy ous o :ee f withi

te indtry(ukelad ael 92.Tes ahn-etigfrscn 

sTeigmahns o enig TaLhe. seodgopofrpeetve frm 

opeatIdsil (Bcbiel ford saeing and/o)r rhusn clothes. Thesefirm.st

which consitut the~1 GoE clthn SierraIbul smal-sal -firms ine Leo
 

1,200. cting iperems Sirr Le reset Li 2.0 Althoughipeachtio of
 

tivel more- costly machines. Th ffhSV~R~UU epeenaie fimtp i 

Sie Lene e,
 

scalentaloin fr.1at4.u.1 enalh businstmu iadvioyin faobutc 
2p,00pep~,LAdo. 'a.hua 1976 p. 1 
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TABLE 1 

FACTOR PROPORTiOflS FOR '"'E REPRESENTATIYE FIRM TYPES 

Capi" "a-u " 


(1)!aine rent.rn fstraight sewing* ] .1 

(2) Straign sewing [SSI 	 .12 


%3)	Straicise, i .,.s :reaD .13 

e-roiery -acnines "4zCZ.I
 

,, 	Strai:nT Sewing : js exrensive .38 
ricer -,acnines 

"5 Lar;e-scaie capi:al intensive .58 
clot.ni flr s .SCr 

Y/K 


(I) ',acnine rentinc (straight seving) 9.09 


(2) Straign: sewi.n 	 8.33 


V 	 Strai: s nis :neac 7.69 

e!ricery -ac-ires
 

(.l 	Straight sewing ;4s extensive 2.63 

emroicery -aci.es
 

(5) Large-scale capitAI intensive 1.72 

clothing flir',s
 

' 

ut Labcr-Ou tput Caoi tal -Latbo 

2.7.
 

2.0 	 .05
 

1.7 	 .38 

1.7 	 .23
 

1.3 	 .45
 

YIL 	 L/K
 

.37 25.00
 

.50 16.67
 

.59 12.50
 

.59 4.35
 

.77 2.22
 

Iiote-	 L annual lanr flow, ' annual capital flow, and Y = ann-jai ujt:ut 

The bottcr nalf cf table cnvzains :rc reci rocals sf tjie top nqail of tre 
table anc trice versa. rcr exa,-cle, the /Y ratios -re reci:ro-als of tke 
Y/K ratios and vice versa. 

Source: Co-uted fr,,suriey data
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3.2 euMffiency Amqng Repesentaiiwe:Fir. Types 

In ordevr to examine the relative,ef.iciency of resource use og the-

five represe.ntative firm types, attention will be focused on three key eco

rom-rt o tput:t~F,_injtiT r-cpialasSh 

in the second, half of Table 1. The first two ratios yield the values of 

the averge products ofcapital adlabor repciey while the labor

capital ratio gives the quantities of labor hours that combine with a Leone 

worth of capital in the production process. 

3.3 Technical Efficiency of FirmJypes 

On the basis of the input-output dtta collected for each of the sample 

firm, capital-output, labor-output, and capital-labor were also computed 

for each of the saple firm types as shown in the first half of Table 1. 

Labor-input was measured in actual hours that each firm worked during the 

1974175 survey period. Capital was measured in Leones of annual capital 

services utilized.1 Output has been measured in Leones of value-added. 

1Total annual capital services include annual rental value of workshop, 
annual services frin tools, equipment, and furniture, and working capital.
All the tools and equipment stock items have been converted into annual capi
tal service flows using the capital recovery forula: 

where R is the constant annual capital service flmu, V is the original 
(widepreciated) market value of the asset, r is the discount rate, and n 
is the life expectancy of the capital. Although the commrcial rate of 
interest for large fimu in Sierra LUone was 10 percent, a discount rate 
of 20 percent was considered to be an adqut reflection of the social 
conk of capital and was th~erefore utilized in computing the capital recov
ery factor. The lifespa!,of tools, equipment, and furniture utilized by 
t~iloring firms ranged from 2 to 35 years. 



A ait is pwnt was derived by joining the coordinates ofvalues of 

the capital-output and, labor-outputs ratios icaseemed to ,.!e on the 

Upouction frontier,al KYI as shown in figure 1. The isoquant thus de

will be assmd, to represent the locus of all technically efficient 

production proessess for producing a Leone value of clothing output -nd/ 
or services. Given such a discrete and linear isoquant, no firm is able 

to produceauit value of output wit a cmination of inputs in'the 

infeasible space southwest of the frontier (Timr, 1970, p. 108). 

What stands out clearly from Figaaee 1 is that, ~with the exception of 

technique 4, (straight sewing plus expensive emroidery machines), all 

the techniques of producing clothing goods and services in Sierra Leone 

during the survey period were technically efficient. The coordinates of 

the capital-value-added and labor-value-added ratios all lie on the iso

quant KTI. However, as can be seen from Table 1, technique 4, (straight 

sewng plus expensive ebroidery machines) is technically inefficient be

cause, when comaied with-technique 3, (straight sewing plus cheap emroid

ery machines), it utilizes more capital to produce one Leone value of out

put. Figure 2 even reeals that point X1 lies above the isoquant KYI. 

In view of the observed excess capacities (Liedhol. and Chuta, 1976)
Ad the possible presence of X-inefficiencies (Leibenstein, 1978, pp. 37-38) 
among SierraLLeone smll-scale enterprises, the use of the concept of "pro
dUCtion frontiera does not in any way Iily the attaivnnt of mximu output
given the observed input combinations (Timuer, 1910; Schmidt and Love], 1979).
Our isoquat has been derived simply by following the mthod of Farrell (1957) 
as applied to the gru of representative firms. 

e++ m ++,Of+ra4- . !+(19 



.51 

.4 3 
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.61 
0I.54 

.4:] 
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o . U3 
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4.,, 

L. 	 C (hours Der Leone oorth 

of value ad~ -' 

Figure 1. 	Production processes and isoquant relating capital costs and 
labor hours required to produce one Leone value-added in the 
Sierra Leone clothing industry. 



T ecnical ineffciency ofrecnnique4, (straight sewing plus expensive 

eroidery machines), could be attributed to-lackof foresight or knowledge 

on the part of the entrepreneur to realize ahead of tim the inadequacy of 

~ 197)7Slui~lt s prbbe 

that the marginal value prodmct, of these machines is greater than their 

salvage value, and their salvage price could be less than what they paid 

for them,the entrepreneurs have still retained then to minimie their 

losses. Losses could be further minimized if the entrepreneurs could lo0

cate their establishments in market situations where the equint could 

be utilized amr intensively so that capital-labor ratio would be reduced 

(Johnson, 1972). 

3.4 Economic Efficiency of Firm Types 

Economic efficiency means the ability of firms to generate both higher 

value-added and emploment per unit of scarce capital, particularly in the 

short run. It is not maningful in the absence of any reliable savings 

and reinvestment data for small-scale industrial firms or syst m tic time 

series data on the number of small-scale enterprises, value-added, fixed 

assets, or mployment, to discuss economic efficiency in a dynamic sense, 

i.e., in terms of the rate of growth of ou t, firms within specific 

industry groups or on the sectoral level. 

The second half of Table 1 reveals that, as the productivity of capital 

declines from 9.1 for machine renting to 1.7 for the large-scale factory, 

* labor productivity increases from .37 to .77 for these sam activities. 

1Power (1962) points out that the rate of growth of output can be 
derived from the product of L/K, IYK. and S/Y where L-labor, K=capital,
Y=output, ad Ssavings (undistributed corporate profits plus profits
of unincorporated-enterprises). 
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Although lint productivity of labor could be due to inefficiency (such as 

poor mnagent) it could, hiwiever, be a result of a fuller utilization 

of an abundant resource such as labor (White, 1978, p. 30). Indeed, table 

a', 

1 reveals that the representative fif types hich generate higher levels 

of output per nilt of capital, the 

per unit of capital. For example, 
scarce factor, also uemloy e labor 
both YIK and LK-ratios decline fro 

9.1 to 1.7 and25 and 2.2 respectively for the representative firm types, 

of Pechine renting and the large-scale factory. It wuld seem therefore 

that the small labor-intensive clothing firms are owre economically effi

cient than the relatively capital-intensive ones, at least in a static 

*L sense, 

t 

3.5 Economic Profit1 Amng Clothing Firms 

Table 2 reveals that the clothing firm type carrying the highest rate 

* of economic profits on total capital cost (101 percent) is the one using 

technique 3.(straight sewing plus cheap emroidery machines), followed 

* by the second representative firm type, whuich utilizes simple straight 

sewing machines and earns 59 percent economic rate of profit. The firm 

type earning the lnwest ecoomic profit (-109 percent) rents machines. 

One would imagine that being the most labor-intensive firm (see Table 1), 

possessing both the highest labor-capital ratio (25), and output-capital 

ratio (9.09), it should maximize on economic profits. Hwver, the 

activities of these machine renting firms are subject to a serious mncer

taity.In the abs~pce of organized rental markets, or any form of legal 

contracts binding on rentai' transactions. machine swners often withdraw 

Sepage 15 and the footnote on table 2 for opportunity cost pricing 
of; capital and labor respectively. 

+ ++++++ +++++++++€++++++ +'+" +++++k+++++J ++++++ +++++'++ + ++ ++% '+ ++' +%"++ +1++,,'+ ++''1++ + + ' _ . 1+ +t....+ +m ++++"++ ++"+++ + ....++ +"+LT r++ + 
+ 
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their equipint either at times Own sewing' activity was at its.pako
 
wh1Iden the renter ought to belworking. Thus, awing-to the lack of the
 

necessar _Anstitutional arrangements, machine renting becomes the most
 

uprofitable.,
 

Table 2 also highlights the low profitability of the large-scale,
 
capital-intensive firm type. which earns less than one percent economic
 

~.profit rate. Furthermore, in order to differentiate its products from 
'1 ose%pf small labor-intensive fiyms, it incu'rs extra packaging, labelling 
and other handling costs which reflect higher prices for the product. It 

is clear froTable 2that this frtype devotes as mchas84percent
 
of its total economic costs' to the purchase of material and nonmaterial
 
inputs. Although the firwi type that employs straight sewing machines
 

earns 59 percent rate of economic profit, it is less profitable than
 
techniique 3, (straight sewing plus cheap emroidery macdines), which is
 
wore diversified and therefore caters to the various needs of customrs.
 
The firm employing the fourth technique, (straight sewing plus expensive
 

embroidery machines), though diversified, employs very expensive machines
 
and therefore earns a negative ecoromic profit rate of -14 percent. In
 

this firm type, annual capital cost as a percentage of total economic cost
 
is the-highest (31 percent) as comared witi the other firms.
 

The use of maderately priced equimnt to produce a variety of
 
clothing goods and services in small-scale clothing industry could be
 

the most profitable technique of production. Machine renting could be 
profitable only if the existing elements of uncertainty in such tech

niques, are removed. Finally, -large-scale, capital-intensive production 
methods earn a very low economic rate of profit and therefore do~not. ......-
Justify investments at current factor prices. 
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