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AN OVERVIEW OF SMALL-SCALE ENTERPRISES
 

IN BANGLADESH
 

1. Introduction:
 

Under-employment and unemployment is widespread ii
Bangladesh. 
 The extent of underemployment and unemployment as
stated in 
the Draft Second Five Year Plan (1980-85) is about
33 per cent of the entire agricultural labour force and 48 per
cent of the total job aspirants of educated youth.l/
population growth resulting additions to 
The rapid


the civilian labour
force is posing a great threat to 
the economic development
process of the country. The realities of such economic situa­tions demand topmost priority to policy objectives that will
lead to rapid increase in employment opportunities, especially
in the rural areas. 
 In this regard, small and cottage indus­tries hold high hopes. 

Small 
industry, involving simple technology and small
investment, producing goods mostly for domestic consumption
and employing relatively more people compared with large
industry has 
a vital role to play in the economy of Bangladesh.

The economy 
 Bangladesh is predominantly agro-based and
about 80 per 

CL 

cent of total population (90 m) depends on 
agri­culture. 
 The agriculture sector contributes 
over 50 per cent
of GDP and accounts for more 
than 79 per cent of total employed
labour force in the country. The manufacturing sector (which
includes large, medium small-scale and cottage) account 
for 8
to 9 per cent of the GDP and absorbs about 5 per cent of labour
force. Available evidence suggests that share of small and
cottage industry is about 3 per cent. 
 Besides, demand for
some 
small and cottac industry products such as ready-made
garments, handicrafts 
are increasing: 
in foreign market. The
small and cottage industries sector contributes about 37 per
cent of the 
total value added generated by the industries
sector and employs as much as 
75 per cent of total industrial
 
labor force.2/
 

Small and cottage industries are 
capable of jienerating
larger employment opportunities. The potentiality for
developing this sector' in 
tcrms of resource endowments
(availability of raw materials, cheap supply of labour, vast
domestic market, entrepreneurial initiativencss etc.) 
is
 

1/ Planning Commission, Government of Bangladesh, The Second
 
Five Year Plan (1980-85).P. VI - 5-6
 

2/ Ibid
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indeed great. Thus the development od small and cottage

industries can play a crucial role in accelerating the economic
 
development by creating impressive opportunities of employment

and 	income in relatively short period of time. 
 One 	of the major

objectives of the Second Five Year Plan 
(1980-85) which is now
 
in operation is to 
create optimum employment opportunities.

Besides, Dispersal of economic activ-'ties, equitable distribu­
tion 	of wealth and balanced regional growth are greatly

facilitated through the development of small and cottage
 
industries.
 

2. 	 Meaning of Small Industry: 

At present small industry is defined as an industrial unit
 
having fixed assets upto Tk.3.0 million excluding the cost of

land and building and working? capital. Till recently the value
 
of land and building was included with fixed assets within the
 
scope of definition of small scale industry. 
 The 	working

capital which constitutes a major part of total capital was
 
excluded from the definition. The Department of Industries 
has, however, defined small industry as a unit having fixed 
assets upto Tk.6.00 million excluding the cost of land.3/ To 
distinguish from small scale industry, Cottage and Rura-
Industries have been defined as: 

(a) 	 An industry which is carried on wholly or mainly
by the mnmbers of the family either as a whole 
time or on part time operation; 

(b) 	Any industry whether using family or hired labour,

which does not use motive power for any operation

and employs less than 20 hired workers;
 

(c) Any industry whether using-, family or hired labour,
which uses motive power for any operation and 
emr;loys less than 10 workers. 

Studies complet-d recently on small and rural industries

have 	 defined them in their own terms. In one study, small 
industrial enterprises were defined as enterprises enigaged in
processing, manufacturin,,, and servicing having fixed assets
including land and bui din' upto Tk.2.50 million.4/ In terms 
of employment small enterprises will be defined as 'those 
having full i.,ith icss than 50.' In another 
study the term "Rur:al Industries" have been defined to include 

3/ 	 Department of Industries, Government of Bangladesh, Guide 
to Investment in Bansladesh, May 1977, page 9. 
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both the manufacturing activities and the repairing of manu­
factured goods operating on a commercial basis and having

employees upto 50. To distinguish between Small and Cottage

Industries, the Cottage Industries have been defined in that
 
study as an establishment with three or four workers or an
 
establishment with 10 or fewer workers employing at most two
 
hired workers. 4/
 

3. Characteristics of Small Industry:
 

3.1 Major Product Lines:
 

At present a large number of consumable items, inputs
 
of other industries, spircs and components are produced by

small industry. Modern small industry based on imported

inputs produce agricultural tools and implements, insecticide
 
sprayers, low lift pumps, bicycle parts, bobbins, shuttles for
 
textile mills, building hardware, locks and padlr-ks, electric
 
fans, fittings and appliances, hosiery, metal containers,
 
knitted fabrics, mosquito curtain, typewriter carbon paper,

tyres, rubber footweares, packages, paint, scientific equip­
ment, PVC pipe, sanitary wear etc. The food and allied
 
industries include paddy rice milling, crushing of mustard
 
seeds, flour milling and fish processing; whereas, the wood
 
and forest products include general saw mills, furniture, box
 
making, other groups of products aie paper, leather and
 
ruber (leather shoes, suitcases), chemical and pharmaceuti­
cals, Flass and ceramic, light engineering, machine shop,

metal fabricated liquid stora.e boxes, metal furniture,
 
wilding, steel revolving etc., electrical goods and
 
servicing industries. Besides, there are some enterprises

which produce spares and components for other industries.
 
Mechanised service industries are also classified as small
 
industries such as, automatic laundries and dry cleaners,
 
printing presses, cold storapes and automobile repair shops.

Both artisan type and handicraft industries produce a large

number of products. In fact, small and cottage industries
 
produce hundreds of different items of products and
 
services.
 

3.2 Form of Ownership:
 

The small entcrtrise etnllisbed so f .,..clon: to the
 
following forms of organization namely, sole pro'rictorship,
 
partnership, privite limited company and co-operatives.

Study indicate thnt majority of enterprises representing 72%
 
have legal status of sole proprietorship. The next important

fArm of organization is Private Limited Company and they are
 
fgenerally concerncd with th. modern small industry.
 

4/ BIDS, Rural Industrial Study Project, p. X.
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3.3 Market Coverage:
 

Small Industry products are generally sold in the local
 
market althoum'h some of the products have a good coverage of
 
regional and national markets. Nature of the products and
 
their use dominate the market coverage factor. 
 Study of 247
 
units show that 74% of the units sold their products in the
 
local markets. 30% of the units have national market coverage

and another 16.60% have regional coverage. Some of the
 
products have also got their demand in the foreign markets.
 
Data in general suggest that small industry products have
 
prospects of extending their market coverage beyond local if
 
the demand for products concerned can be created by appropriate
 
means and measures.
 

3.4 Geographical Distribution:
 

The number of Small Enterprises are not correctly known. 
According to a govt. report the number of small scale enter­
prises (small, cottag,- handicrafts, handloom silk) now in 
operation comes to approximately 6§QO0OOOO. 5/ 

Small industries are widely scattered throughout the
 
country. But more mechanised and larger better managed small
 
industries, however, heav ily concentrated in and around the
 
major urlan centres of the country.
 

3.5 Linkai;cs:
 

One of the major objectives of the planned development

of industries should be to see 
that some kind of linkages be
 
established between small and large and between small and
 
small industries. It has geen revealed from a study that
 
agriculture and 
industry were growing together and were
 
mutually strengthening each other. The food and allied
 
industries were by and 
large fed by local raw materials
 
(more than 50%). But in other cases, most of the inputs were
 
imported. As a result, the linkage effect has been minimum
 
in the promotion of small industry. The promotional organiza­
tions have not worked in the line towards the establishment
 
of linkages between different sizes of industries. But
 
currently BSCIC has taken up a major propramme for sub­
contracting with World bank assistance.
 

5/ Administrative Scheme of Bangladesh Small and Cottage

Industries Corporation, (BSCIC) RISP Study and BSCIC
 
Industrial Survey.
 



3.6 Labour Force:
 

Employment in small industries varies widely from as few
 
as 3 to 5 employees to 40 to 50 employees or higher (in larger

and more labour intensive industries). Workers in small
 
industries are not the product of any formal training program

but they are either trained in the job or hired from similar
 
types of industries. Study of the characteristics of labour
 
force indicates that there 
are 60% skilled, 75% operative,

88% male, 86% full-time, 82% hired and 18% family workers. In
 
most cases the owner himself is the manager. The analysis of
 
the employment situation suggests that small industry can be a
 
potential source of employment, particularly for woman, who
 
are lagging behind in contributing to economic development due
 
to lack of proper education and employment opportunities.
 

3.7 Capital Investment:
 

Investment in small industry ranf-es from minimum of few
 
thousand taka to Tk.2.50 million. According to a study

relating to investment in fixed assets (including land and
 
building) it was 
revealed that 75% of 247 enterprises have
 
their investment size upto Tk.0.5 million, 12% 
of them have
 
the size from Tk.0.5 million to Tk.l.00 million and the
 
remaining enterprises were distributed between the different
 
sizes from Tk.1.01 to 2.51 million and alove. 
 However, with
 
the increase of investment cost the maximum cviling in fixed
 
investment may be raised further.
 

3.8 Profitability:
 

Returns on sales are often low, ranging from 5% to 
20%,

but returns on capital arc high and investment can usually be
 
recovered in two or three years. 
 Returns on Investment (ROI)

at 50%, 75% and even 100% are not uncommon.
 

3.9 Capacity Utilization:
 

Most of the small enterprises particularly those units
 
based on imported raw-materials run below their capacity

level. This has serious impact on the profitability of the
 
enterprises.
 

3.10. Entrepreneurial Characteristics:
 

According to a research findings, about 89% of entrepre­
neurs have Bangladeshi origin and the remaining are migrated

from neighbouring India. 
 The largest number of entrepreneurs

belong to 
the age group 31 - 40 years (40%). The next import­
ant age group is 21- 30 years (29%). A significant proportion
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of entrepreneurs belonging to the age-group of 21 - 30 years 
seems to point out significant elements of entrepreneurial 
development; stucients leaving the University belong to this
 
group and they may be encouraiied to enter small enterprises.

As recards the educational backoground, it is observed that 
about 24 p.c. of the entrepreneurs had graduate level and 
post-graduate level of education. About one-third of the 
entrepreneurs did not receive school certificate level of
 
education. The highest number of entrepreneurs (54 p.c.) 
had previous b.,usiness exp-eriences in one form. The entre­
preneurs originated mainly from two types of families with
 
Trade/Business (43.32 Ip°c.) and Farming (37.55 p.c.)
 
profession. 

4. Environment of Small Industry Development
 

Growth of small industry is largely dependent on the
 
environment in which it operates. By environment we mean
 
the existence of certain preconditions right from policy

prescriptions tc socio-eccnomic factors that encourage esta­
blishment and growth of industries by the small entrepreneurs. 

4.1 Policy: 

The policy pre,scriftions announced by the ,overnment in 
the form of statements and recommendations throug h different 
Five Year Plans and other documents show that small industry 
sector has been rec 'wnisod as an important sub-sector for 
supporting the ovcra1.l Cc.nomic g,-rewth of the country. 
Different measures were adc-pteI from time tc time includini,
these of institutional ,irranP,:cments, fiscal incentives, tax­
holidays, investment aliiiwances prvisin of finance through 
specialised institutions and _infrastructural facilities to 
promote the. growth and develqpuen, of small industry. The 
Bangladesh Governmcnt in its industrial policy, announced in 
,January 1973, reiterated its confidence on the vital role nf 
small and cotta,,c indstries in achieving. rewional develonp­
ment throuG;hout the co',untry. In that p.clicy the r',uvernmnt 
limited the role o-f private sector in Bangladesh t( small and 
medium sized units wit-h investment in assets not exct.eding
Tk.2.SO millon. Sbsequently, the investment ceiljn, was 
raised t(.: Tk.30.00 million and irain t- Tk.100100 million for 
private investmvnt. The moratorium clause that industries 
shall not. b, nationiised inicially jf,,i 1 y:ars and later 
extended within 15 ycars w.,s deleed in 1975. fiowever, if at 
all any indust-i,l unit is nationalised on any s pecial 
circumstances lust and lair compensati.n will te pa-iid in the 
currency of the country concerned. Incentives and facilities 
will continue to be offered. As the role of private sector 

http:Tk.30.00
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is duly r.cp gnized re ognized in the economic policy of the
 
country. '-As~c 6 oxected to play greater role in advising
the industrialisation program of the country.
 

4.2 Incentives and Facilities:
 

In order to attract and encourag-e investment in private

sector industries 
 certain incentives and facilities were
provided by the Governmnt and for this purpose Government 
divided the country into Developed Areas and less Developed
 

and less developed 

Areas. The incentives and concessions as offered are stated 
below: 

a) Tax-H lida -; .Cl industrial undertakin 4s of developed 
areas 
 areas shall enjoy a tax-holiday for a 
period of 5 years and 9 years respectively on condition that 30per 	cent and 15 per cent of profits of such undtrtnciu.gs arire-invested in approved Govt. bonds respec-ti.vely. 

b) 	 Customs I Duty:import Piyment of 50 per cent customs
duty on cajnt-
_ 

achinery inay ?,(- deferred for a period of six years from the date of import of machinery and also a rebate of 
5 p.c. customs duty may be allowed on such machinery uptoTk.l.00 million in the developed areas. On the other hand,
import duty on capital machinery is only 2 p.c. (ad valorem)
for industries of less-developed areas and such industries also
will enjoy a rebate of SC pc. of import duty on spare parts
for a reriod of 5 (five) years. 

c) 	Depreciation and Interest Charge: 
 In the developed

areas, the provision of accelerated depreciation (for three
 
years) and a generous investment allowance will continue to be
in force until 1980 and 
1982 respectively. For industries of

less-developed areas, interest charge on 
loans granted should
 
not exceed 11' ,.c.
 

d) 	Special Cncessio;ns and Facilities extended in the
 
Less Develored Arc',s:
 

i) 	At a prcferentirtl rate, electricity shall be 
made avai.abe to selected industries for
 
encoura,.in, the 
 ,rowth of industries.
 

ii) More liberal standards should be adopted for

i vin rc-conit ion to industries. 

iii.) The financing: instituticns shall fix del-t at
70:30 II IDA Credit, 8!.20 SCP and 90.10 
pilot nrr.j ct equity r !tic, and the period of 
repayment of loan may be extended by addi­
tional .:race period upto five years. 

http:encoura,.in
http:undtrtnciu.gs
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e) Export-Oriented Industries: Additional facilities
 
have been provided by Govt. for export-oriented industries
 
such as: income tax rebate at the rate of 25 per cent, lowest
 
interest rate in the case of pre-shipment and packing credits,
 
allocation of cash foreign exchanye from time tc time for
 
import of capital machinery, granting of export performance
 
licence which can be sold or utilised for making the products
 
competitive in international markets etc.
 

In the latest policy prescriptions (1978), Govern­
ment recategorised the developed areas into (i) Developed
 
Areas, (ii) Priority Development Mtea and (iii) Development
 
Area. According to the revised fiscal concession policy, the
 
duty on imported machinerl, for the setting up of new indus­
tries or balancing, modornisation, replacement and expansion

will be (ad valorem) 15 per cent for dove-oped areas, 5 per
 
cent for development areas and 2 per cent for priority
 
development areas. Industries located in a BSCIC Industrial
 
Estate in developcd areas will be given S per cent rebate 
whereas the re!bate will 1- 2 per cent for all industrial
 
units irrespective of their location subject to the condi­
tion that not less than 80 per cent of their products will
 
be exported. Capital machinery dutiable at 1.5 per cent will
 
be eligible for deferred payment 1,enefit.
 

4.3 Financial Assistance:
 

Majority of the new industries particularly modern
 
industries being estab',lished in Bangladesh require institu­
tional credit. Before the birth cf the Bangladesh, the
 
BSCIC provided long1-torm credit to small entrepreneurs under
 
three programme namely. BSCIC Own Fund, BSCIC-BSB loan and
 
BSCIC and Consortium of Commercial Banks. But there has been 
some chan',es in the role and functions of LSCIC in post­
liberation days. The role of I3SCIC as the supplier of credit 
is now limited to financial projects of new p)roducts (90:10) 
scoutin, for credit (local 3nd foreign) to be administered by
banks and providin, i.,uarantee funds to the financing., crpani­
sations. PSCIC as a promotional organizations scouts for 
entrelreneurs, helps them with the total package of assis­
tance excludinr credit. This reduces 'ISCIC's effectiveness 
as a promoticnal or?,aniz.atinns. Moreover, the small entre­
preneurs can not and should not be forced to approach more 
than one oruaisation, lLC fliowii':,, india's experience 
the promotional organisation ( in our case BSCIC) should 
refers entrepreneurs scouted by them to financing orpganiza­
tions who should ,ive preferential treatment to these entre­
preneurs. If necessary banks may depute a manager to 13SCIC's
 
DIC.
 



- 9 -


At present, there are two loan programmes (i) Special

Credit Programme (SCP) and (ii) IDA loan under which Small
 
and Cottage Industries are Leing, provided with credit. The
 
SCP of Tk.6.00 cr irQ (enhanced to Tk.12.00 crore subsequently)
 
was initiated by the hangladesh Bank in January, 1978 providing

credit facilities to Small and Cottage Industries. The main
 
purposes of the lonn were to supply working capital, setting
up of new small and cottae industries, and expanding the 
activities of the existin: enterprises. The loan is provided

in local currency and duration of fixed capital loan will be
 
5 years and that of workin, capital vary from 2 to 3 years.
The rate of interest would he 11 p.c. with a provision of 
marginal requirement 25% (equity). The scheme would be 
productien-criented and nct sccuritv-vrientd.. 

The nationalised Commercial Lanis (NCB) ire responsible

for operating the SCP and one of the six NCB 
 has Leen 
designed as the 'Lead bank' in each district with respon­
sihilities of disbursement of loans, supervision of end-use
 
of the funds and recovery f loans as per repayment schedule 
throuFh their relevant branches in each district. The 
operation of SCP is claimed to have attained considerable
 
success. However, an evaluation study of the same loan
 
programme, has suppested certain 
 changes in the operational
activities of the pro'ramme so that it may be more effective. 
Amon the chances mention may be made here that the proce­
dures cf loan applications Le further streamlined, appraisal
of project le made quicker by identifyin( the function of 
VSCIC and hank personnel, size of the loan he substantially 
enhanced, lean should also be given in forei'n currency,
adequate provision be made for financin, woman entrepreneurs
and cottaye industries be adhered to production oriented 
approach etc. 

The other t'pe nf lkan assistance promoted to small 
industry is IDA credit prcpramme. This loan prccramme is 
administered ,y the ;articiyatin- ccmmerci.l banks while the 
hSCIC scouts for eatrerorneurs provides them with counsellin? 
and refers them to the i',nks. The lo-ain is in loth local and
frcin currencies and made avail 0' lc fur creation, expansion
and Valancin,. of small-scale industries. The prrvision for 
foreign currency loan and other issistancas has made this 
prramme relatively mu rc successful and r... aulr. 

With the expansin cf Small industry devcleyment 
pryramme further, the demand for lnn term lan ,cth in localand foreinn currency would increase. Therefore, new approaches
and ncw sources f capital shuuld ie identified to stimulate 
investment in the small industries sectnr. 

http:Tk.12.00
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4.4 Infrastructure Investment:
 

For prcmoting the g-rowth cf large and small industry

there has been su!bstantial progress in the supply cf electric
 
power, ',as etc. Under rural electrification scheme more than
 
258 thnnas and 1302 villac-es have so far been electrified.
 
The country has about 1,800 miles of railroad and 6759 miles
 
of roads and roughly 5,000 miles of waterways. The banking
 
system is fairly satisfactory.
 

The most significant infrastructure facilities offered
 
to small industries is the pro)vision of working premises

throuh the establishment of Industrial Estates. 
 Industrial
 
Estates as a strategy for iindustricalisation was taken up by
EPSIC* in 1960 with a view to providing developed plots to
 
the small entrepreneurs. This strategy appeared to be a
 
right one for Langladesh where non-availability of suitable
 
land was ccrnsiiered as a serious hindrance for the growth of 
small industries. LSCIC drew up an ambitious scheme within
 
the framework cf the Second Five Year Plan of former
 
Pakistan (196()-65) to develop 20 Industrial Estates, one in
 
each district of the country (formerly East Pakistan). But
 
the evidences sugest that till 1980 all the estates were
 
not fully developed. Acccrding tc info--,rmation available, it
 
was found that 854 industrial units were set up during the
 
period from 196,. which represents only 59.51 p.c. of the
 
target units. The achievement Ly any standard is no doubt
 
low. The reasons for slow pregress of this programme are 
many: major ones relate to inappropriate policy measures,

lack of adequate fund and absence of trained professional. 

4.5 Agricultural Policy and Growth: 

The agricultura.l p-clicy and the extent of its 
growth

potentiality may accelerate the growth of small industry.

Resource analysis of 8 thonas indicate that agricultur-al
 
resource base is potentially larice; even the present situa­
tion indicates sizeable surl-:lus in ag.ricultural produce in 
most cf them. The aim of doubling the food production
during,, the Second Fic Ye.r Plan wOuld also increase the 
a-:ricultural produce substantially even if the tar .et is 
partially realised. There is a possit-ility cf 'reat demand 
for manufactured rr,duocts. uch demand will !uefirst felt 
for additional feCid-frain ;',rocessini: and prcessinig of other 
food items. There will alsc .e an increase in the demand 
for fish, meat, milk, ego.s, and paultry items and other 
consumables, farm implements, inputs of other industries etc.
 

Ea:.t Pakistan Small Industries Corporation functioning
 
under former Pakistan Government.
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4.6 Establishment of BSCIC:
 

Among, the Institutional measures, estabJ.ishment of 
Bangladesh Small and Cottage Industries Corporation (known 
as DSCIC) was most significant. The LSCIC is the principal 
agency with an autonomous character for the develonmcnt of 
small and cottai-e industries in 1anladesh. Its main role 
has been to assist the promctioan 'nnd development of small 
enterprises by (i) developing infrastructure for industry 
particularly threui-h the estab]ishmcnt of Industrial Estates, 
(ii) prcvidin" technical and investment counselling services 
and (iii) financin' the private sector. Its services include 
other promotional assistances like training, extension,
 

-supply and mo rL, " . 

5. Sources of Finance, Technical Assistance/Extension
 

5.1 Capital:
 

The major sources of fixed capital are the entre­
preneurs' equity and loan from financial institutions etc. 
On the other hand, the so.,urces of working capital are 
owners' cash resources, loan from commercial b-inks, trade 
creditors etc. Initial ca;,ital of the small entrepreneurs 
were generated from entrepreneurs savings mainly derived 
from trading' activity, construction ccntracting, launch 
operations, impart-export tradinv, sale of landed property, 
provident fund money of the service holders etc. 

There are two c,.mponents of capital - local currency 
and foreign currency. Modern industry cmploying imported 
machinery, imported raw materials and imported spares and 
components require substantial amount .f capital in foreign 
currency. The f.reiign exchanie component of fixed capital 
is generally met out of lcan c, _pital provided through 
institutional arran,,eme-it and ;purchase of exchanf'e from 
open market and ,arnins cf i;envalees aroad. Sanctions of 
impcrt licences is the major source of fcreign exchanpe 
component of workin- colil:.i. 

5.2 Technical Assistance: 

Technical assistance constitutes counsellint in the 
form of industrial env.ineerino', identification of project 
feasibility study, management, product development, entre­
preneurship development ctc. Initially (1964) -: project -
Small Industry Technical Centre (SITC) was formcd to counsel 
small industrialists hnvin, tcbriccp -, , prollems. 
However, it was soon realised that number of industries 
requiring technical assistance and the diversity cf expertise 
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required were substantially beyond the capabilities of SITC.
 
Consequently the basic schcme was replanned to include a
 
large organisation with the provision for a broader number
 
of specialists and for a research, information and publica­
tion. The revised scheme was named as Small Industries
 
Advisory Services (SIAS). The SIAS, a subsidiary organisation
 
of the BSCIC, undertook the responsibilities of making

feasibility studies, counselling industrialists on selection
 
of types of industries, proper listing of machinery, marketing

methods, business management, factory design and construction,
 
technical prcblems solving to conduct research etc. Under
 

the reorganised structure of BSCIC, SIAS was alolished, the
 
Counselling and Industrial Studies Department is performing

these functions (irn, ,iny proclurel ent of loan) as a separate 
Department. Evaluation of the performance of Technical 
Assistance shows that the programme did not achieve desired 
success. The feasibility studies, investment briefs prepared 
by the Corporation are reported to be not very useful to the 
entrepreneurs, because they were based on inadequate 
information. 

5.3 Trainingu
 

Efficient performance of industries depends on the
 
effective utilisation of man, machine and materials. In the
 
small and cottage industry sector it is more important
 
because of its higher inturns of labour. Despite the need
 
for ranging, institutional arrangement has not been made for
 
caterin the training needs of the subject. Training is 
needed for the staff, engaged in the promotion of this sub­
sector as well as for entrepreneurs. Traininq is needed in 
various aspects of product design, quality control, different 
techniques of modern production technology and sales 
promotion. 

5.4 Extension aind Sustaining Activities:
 

The extension services refer to all types of post
 
installation sulport in the form of ongineerinp, management,

operational and marketing services from time to time in
 
order to enable the enterprise to run more effectively.

Despite the fact that emphasis has been laid on the policy
 
about these services, concentrated efforts were lacking to
 
implement them satisfactorily.
 

6. Problem Issues:
 

Despite government efforts, the growth of this sector
 
in pre and pcst-liberation days has been very slow.
 
Average growth of this sector during the pre-liberation days
 
was only 5.1 p.c. which was much below the growth rate of
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larve industries; and during' the post-liberation days the 
growth rate was also, not satisfactory. An examination of the 
probllem of small industry must take into account thc general 
economic anu ',clitical proLlems and their effects on invest­
ment climate. The so-cio-prlitical environment, frequent
changcs in Fovt, uncertainties adversely affected the reneral 
investment climate. 

The majc:r problems that restricted the rrowth of small 
industries as revealed 1-y different studies are as follows: 

I. 	The p(olicy in ceneral emhasised on the numler of 
enterpiises and not on entrepreneurship development.
Pclitical nuth,-ritv ernh siyze, upon SSE but 
virtually made no allocation of resources both 
promotional and credit input. 

II. 	There existed( a wide Yap between policy measures 
and implementation measures. 

III. 	 ApprcFriate definition of small industry has not
 
yet been devised.
 

IV. 	 Problems of large and small industries were viewed
 
by the 1,olicy makers from almost the same angle.

Nc major concessicins in the form of provision for
 
fiscal facilities was civen to small industry as
 
compared with laroe scale industry sector.
 

V 	 Credit made available to SSI accordino to an
 
estimate was only 15 p c. of demand.
 

VI. 	 There was no po licy regardinf- the use of tech­
nolcc..,y, ada:*ti, n -f foreign tcchnolc):y, improve­
ment of inli,:enous technology for the promotion 
uf small industry.
 

VII. 	 The .c-licy did not encoura.e the -dcvelopment of 
small indlustry thr,:urh sul-c(ontract system. Lack 
or pc."]icy an,] yrc,;er actir-n tr estal.lish linkag'es
hetwcen lar ,c and small industry an,.' letween small 
an,' small indu.';trics. 

VIII. 	 Specific ty;.es f industries wcre i-t .xclusively

reserved for manufacture 1y small industry.
 

IX. 	 Development of ancillary industries by the private 
sector have not IUTen encouraged for levelnpment. 

X. 	Inte~iratcd Pack:,-c Assistance consistin of ­
stimulatcry, supportino. and sustainin' activities 
for settin,:- u,%iand successfully runninK,, the 
enterpr ,ses was n'-t offered satisfactcrily. 
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XI. Efforts have not been directed towards assessing the
 
objective position of small industry in terms of
 
numbers, capacity, size of employment, import require­
ments and results cf various assistances by conducting
 
a comprehensive census for the sector. The future
 
prcspects of small industry development have not been
 
reasonally and adequatuly identified through systematic
 
potential survey.
 

XII. 	Lack of institutional arrangement to provide training
 
to the personnel engalied in small industry development,
 
to carry cut research and development and to conduct
 
entrepreneurship development propramme in the country.
 

XIII. 	Absence of marketing, support for the promction of small
 
industry.
 

XIV. Lack of working capital has been a major problem to run
 
the enterprises at capacity level.
 

XV. 	Ahsence of service industries like electro plating,
 
tool makng etc.
 

XVI. 	Lack of adequate technical know-how and counselling
 
services.
 

XVII. 	ShortaEoe of foreign exchange.
 

XVIII. Difficulties in procuring raw materials.
 

XIX. 	Lack of suitable land for establishing small industries.
 

XX. 	Lack of concerted efforts for entrepreneurial
 
development. 

XXI. 	Lack ,f p r0per,, Co-ordinatien among agencies involved
 
for small industry davelo;ment.
 

7. 	 Suggested Action:
 

A number of government policies affecting investment
 
in small a,-A... ...i . including the
 
meaning and scope cf small and ccttage industries. It is
 
possible te identify modern and tradijti.onal industries, but
 
it is indeed di~ficult tc identify rural industries as
 
distinct froi- small industries. The rural industries may
 
include both modern and traditional cottage industries.
 
There is need tc aoit =pocific policy decisions and actions
 
programme for the promotion of small and cottage industries. 
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7.1 Definite Policy:
 

The most important step towards the promotion and
 
development of small industry is to devise a distinctive
 
policy specifically for small and cottage industries within
 
the framework of general economic and industrial policy of
 
the country. The y2licy statenents should clearly spell out
 
in specific terms, the fiscal concessions, priorities,
 
incentives, facilities etc.
 

7.2 Definitions:
 

Confusion reqarding the definition and scope of small
 
industry should be rcm.vad withcut delay. Small industry
 
should be defined in the terms of fixed investment excluding
 
land and building. Moreover, the number of workers may be
 
used say upto 50 as one of the criteria for defining small 
industry. Moreover, some relationship need to be established
 
between technology used and workers employed. Taking into
 
consideration the various elements cf definition we may
 
venture our own definitiqn for small-scale enterprises in
 
Bangladesh in the context of changing situations. We may
 
employ the criteria of investment, employment, raw-materials,
 
technology and use of power. Small-scale enterprise may be
 
defined as any enterprise having maximum investment ceiling
 
of Tk.l0.(0 million (equivalent to U.S. Dollars 150,000)
 
includinF machinery, land and building and working capital,
 
labour, and using mostly local raw materials using simple
 
technrlogy and with or without motor power.
 

7.3 Small Industry Census:
 

For preparing a realistic plan and putting it into exe­
cution the relevant data base should be improved. A com­
prehensive Small and Cottage Industries survey should be
 
undertaken immediately to assess the objective position of
 
small industry.
 

7.4 Industrial Development Potentiality Survey:
 

Potentiality Survey should be undertaken tc identify
 
human and material resources of the country and the existing
 
village technolrn ies and their use to ,enerate self employment.
 

7.5 Appropriate Technology: 

There is an urqent necessity fOr devising appropriate
 
technology for rural industries so that best use of local
 
resources is ensured.
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7.6 Types of Industry 

For devising incentives and supportive assistance 
plans 
based 

there is an urgent necessity to classify industry types
en their characteristics and nature of operation and

problems. The type-wise classification as suggested by BSCIC
 
Chairman Mr. N. Sirajuddin are: first type, Rudimentary

income generating activity, second ty.e, Traditional cottage
 
and small handicrafts and third type, Modern small industry
could 	be an 
imp.ortant guideline for such classification.
 

7.7 	 Identification of Assistances Needed:
 

Once the type of ind, tries identified for develop­
ment, then the nature of assistance should also be specified.

Assistance may Le :sf different types starting from pre­
investment counselling, project identification and prepara­
tion of feasilility study, advice the selection on machinery,

financial support, managenent trainins, and extension services,
product design and develcpment etc. The need for such
 
assistances will differ fro-m industry industry. Therefore,
t.o 

identification of assistances needed by different types of
 
industry and supply of such assistances will be an important

step trwards the development of small and cottage industry.
 

7.8 	 Reservation of Items fr:r Small-scale 
Industry Sector:
 

Reservation ,f items f.r exclusive pro-ducticn in the
 
small-scale industry sect.r may T.e important policy
an 
decisions tr, bost ul- small industry development. This willbe an 	important marketin,, support t,-% the small industry

production against undue competitirn from large scale 
industry pr;,ducts. Hundreds of items in different grups
of inoustries can be effectively prroduced by the small-scale 
industry sector.
 

7.9 	 Need fcr pronvtin! small industry through sub-ccntract 
system: 

It has 'Oec..,me evident that comlimentary relationship
between large and small industry has not .een evo:lvel in
spite of some significant devel,:opment c-f large industries 
in the country. In -.r'ur t ;r, vide effective support to 
small-scale units in securing, su'.-contractina jobs promotional
organisations may take some positive steps. 

7.1C 	 Ancillary Industries Development:
 

Development ,f ancillary industries in the small industry

sector may be another impcrtant step towards the development
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of small industry. The sector ccrpcrations can undertake
 
a study to identify the parts, components etc. which could 
be manufactured b1y the small industrial units. Once items 
are identified, arrnngement may !;e made to provide necessary
 
technical assistance and ouidance to the small unit for
 
producingr the required items.
 

7.11 Development cf the Institute f-r Small Scale Industry: 

With a view to -rvidino trainin" for the self 
development cf prom:,ticnal agencies invr:lved in small 
industry, ,ffering Entrelreneurship Development Training
 
and ccnductinv research -n the problems relatin" to develop­
ment of small industry is urgently necessity, an Institute 
for Small Industry (ISI) may b'e established as soon as
possible. 

7.12 Credit Support: F,-.r prr-vidin , the bulk of lc.ng term 
financinf, support, the establishment of Small and Cottage 
Industries Development hoMnk may he c,.nsidered, Small enter­
prises are required t! be supplied working capital along 
with long.-term capital. While sanctiining, loan financial 
instituti,ns should not he guided b..y traditinal lending 
practices. They should adcopt a dynamic apprcach in exam= 
ining the suitability .f application s, that emphasis on 
it does no't deter the pctentia] development. If the lianks 
arc satisfied that !._;rrower has encu;gh quality with a 
positive ,romise f succcss loan application sh'.,uld he 
accepted andi loan is ,ranted. The bank should supervise 
the credit with all respc-nsi.ilities as are associated with 
supervised credit. The tra.'itional approach in sanctioning 
loan a,.ainst security shkouid b~e changed. Instead, loan 
should be given to, a pers-n wh, has entrepreneurial qualities. 

7.13 Su,,).ly and Mjarketinc Facilities: 

The crucial ;rblem f(r small industry (levelopment 
lies on the shortage ,-f inputs and lack of marketing 
facilities. T,', ovCrcomC such pro.blems, establishment of a 
ser:arate marketin, .r,.,-nisaticn may beccme necessary with 
functions and resi,)nsil,ilities rf pro)viding essential raw 
materials and ,r,)vidjn,, , r ..moti.nal marketing facilities. 

7.14 Entrcepreneurship. Dovel opment Prooramme: 

Entrelreneurshi: development throuih frrmal training 
shculd !)e strengthened and effective. It sh,-uld be recog­
nised that ,-rowth ,.f entrepreneurship can be accelerated by 
appropriate trainin i r. ramne. Training shull I e followed 

http:Su,,).ly
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by prevision of required supportino assistances to the trained
 
personnel entering in p-ractice into_ the ,rcocesses of organizing
and managing an identified enter,,rise. The entre-preneurship
development p)rogramme sho'uld specifically be designed fnr woman 
and youth. 

7.15 Intc.rated Package Assistance: 

Study ,f small industry prol lems indicates that small
 
entrepreneurs have ntt r(,ceived frc.m the prumo;tional agencies

the required intei-rated ,ackaie assistance like Ire-investment 
counsellin, suLpo"rt assistance, management services, and 
extension and sustaininp services, which are cssential for
 
setting up and thcl runningT the enterprises WiLh success.
 
When needed small entrepreneurs should b)e -ffered integrated

package assistance to make them successful and sustain their
 
entrep.reneurship qualities (Cycle given in AT-ppendix 
 I). 

7.16 Research and Developl1ment Efforts: In a country where 
industrial initiativu is shy, proi<.:er steps need to be taken 
by Gvernment tc c,:onvert the innovative knowledgTe into 
practical uses. Institutions engaoied in innovative knowledge
and prcmo,,tio_)nal instituti-ns should w,.rk in clo!se-c-ooperati,,n
to transform successful la-,oratory results fon new ,ro'duction 
processes int, c-,mmercial I,%.,licatirns. Effective p'r,:grammes 
are also; ncede2. t,.% bc undertaken to adapt frorei.g-n technolopy,
devclopc new r. cesses and im-prr)ve existing processes, jrc.,.duct
design etc. The Yarriers that stand in the way -if using
laborratory finding's pr.m:ti.nal _,encies should beVy ag removed 
with all necessary measures. Emphasis should be laid on the 
use of indisen,,us techn,-J.. ies wherever po",ssible. 

7.17 Wcrking Premises* Pr,:;visi- ns of w(-orki.ni- p-remises 
thr.,uh-:fhe esta! lishment .f Industrial or inAreas Estates
11,th ur'an and rural are-s sho.uld Ie extended further. 
Commo)n facility services f-,r craftsmen should 7,e crganised in 
important i,.rowth centres. Further, imp-,rtant g'rcwth centres 
may bc chosen f.,r est:i,ishin: Inustrial Estates. Esta­
hlishment ,:if inlustriil estates should !;c cnc,-,uraocd,' in 
private sector. 

7.18 Su.yested Spccific Pr,-,iramme fo.r Rural Industrialisatin: 

Siecific Frooramme sh;,uld le undertaken t.. identify the 
potential entrep)renCurs f'rm different parts of the country
throuivh training1 and ether sup;-,> rtini7 assistances. 

The main OJective .f this pro.gramme will he to infuse 
a new consciousness am, n,(" the pr' siect -ve entrz, runeurs in 
the rural areas so that they take initiative tn set up small 

http:w(-orki.ni
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units. At present Gcvcrnment agencies are helping those
 
units which approach them for assistances on their own.
 
The household manufacturers have hardly any access to such 
urban-based Government agencies. but under the suggested 
prcgramme, the Kfficers ,if the agency entrusted with the 
task cf prrmoting rural industrialisation will have to, 
operate largely in the villages to make the local people
conscious about the potentialities of industrialisation 
based on indigenus raw materials to help the prcspective 
industrialists to solve their problems and to guide them to 
suitable lines of investment with technical assistances. 

7.19 Consideration of Future Programme of SC.I: 

bane ladeslh Small and Cottape Industries Corprration
beim, the primary agercy fcr initiatin, and pronmtinp the 
small scale industries in ban-ladesh, needs tc be further 
strenphtened in tcrms ,f its ar-anizatinal structure, man­
power and material resources, The expertise knowled;e and 
experienccs availal 1o in this wr anizati.n can be more 
effectively utilised by desisynin' new methods and approaches 
to its ,:'eratins and functions. In this connection, the 
lessens emanitinr frarm c xp, riences and evaluative studies 
of cther devloye, an O velting c.,untries may be quite 
useful fr devising new stratevy -f development, -reparing 
new plins and -nhnncin.- readjusted ,rogrammes and policies 
qf the VSCIC. The future pr",ramme (Appendix-II) drawn by
hSCIC for imrlementatin d-rin; the Second Five Year Plan 
shuld !e taken int. ccnsideratin by any arency - national 
and intcrnational, in devisin" its assistance prof:ramme. 

Small-Scale enterjrises prorrammes s , far by passed
socially han.icapped (wnmcn, landless peasants, artisans, 
technicians and the likc) scemcnts if the society. Credit 
approach was security ,ssential and security means mortraginF
land which the socially disadvantayed cannot offer. Again 
mrst nf the SS enterprises nre lcated in urban/semi urban 
areas creatin., y' unbalance in development.re. ralhicnl 

The foreign ,cnrrs shuld support pr,,rammcs aiming 
at socially disadvanta,,d group/by passed taryet groups 
namely: 

(1) Women - rudimentary, traditi-nal, mndern. 
(2) Rural poor: rudimentary
(3) Artisans - Traditi.nal 
(4) Product develnpment - (traditional & modern) 
(5) Skill develoment (Training Institute) 

A.H.M. Habibur Rahmnin 
University of Dacca 
Dacca, bangladesh 
Novemer, 181 



A'PEDIX- I 

ENTREPRENEURIAL DEVELOPMENT CYCLE*
 

1. 	 EntrePreneurial EducaLi,,n. 
2. 	 Plannc-,. ',uIlicity fo,r entrel runeurial oi.,portunitics. 
3. 	 indentificativn ,f .-tenti'! entreireneurs throui-h 

scientific -icth:;(s.
 
4. bictivatinal traininr t. now cntrc-reneurs.
 
5. 	Hc-lt an! uidc in selccting -rructs and preprarin!.
 

,.r(ject relrts.
 
6. 	Makin availal,le techan--c-nk,,ic info-rmation and product
 

rofits,
2, 

7. 	Evolvin., 1-;cally suital:.. no-w ;.rc,ucts an;--' r.cesses. 

-ocal 

for entre 'roneurial counselling" and ;.rcnictirns.
 

8. Availa!,ility of -wencios with trained personnel
 

9. 	Or:-'anisin- cntrc rencurial forum. 

.... 1 Pc istraticn 'funit. 
- 2. Arrann: finance. 

/, I:" 4 land, .,.,wer, water etc.' 	 . rrvidinv shc,.!,y5" I• 
'. VGuida-nce 	 f,,r selectin: and obtaining 

r.chinery.

D C 5. Su-,'ly ,f scarce raw materials. 

) 6. ,Cttin-licmnces/in:,crt licences. 
,,7 Prr.vidinr ccmmcn facilities. 

-\' 8 Grantin) tax relief of other subsidy. 
- .. -Offerin ctnsultancy.-1 ,innaement 

lie1- rid 71rctinp -,roducts. 

1. 	Help mondernization. 
2. 	 Help liversification/cxj aisi:n/sustitute roducti :n. 
3. 	Additi.-l financin; fr r full ca; 2city utilization. 
4. 	 Deforrinf re- ,ymc-nt/interest. 
S. 	Dia cstic indistrial extcnsi:,n/consultancy s:'urco. 
6. 	 Prd.Iucticon unitsI legislati.,n!; olicy chan-o. 
7. 	 Product rescrvation/crcatin' new "venues for markutin).. 
8. 	 Quality testimn and iimr-,ving" services. 

NeJ--bascl coHn.on facilities centre. 

* Akhouri, M.M.P. Dr., 177 ,alancin- the imalances caused by the knowm 
facto'rs cf EntrorenCurial Dcve 1cpment, er "-resented in the Workshop 
on Tcchnclogy andl Entrereneur, Kuala Lumiur, 25-3(,: May, 1077. 



APPENDIX II
 

FUTURE PROGRAMME OF LSCIC (1980-85)
 

Keepinf in vicw ( f the requirec,;ent as SCI Sector BSCIC 
has taken ul. a Tra'matic ;,rriramme fcr iml-lemntation during
Seccnd Five Year Flan ;ericd which outlined tcl-w: 

A. Instituti,.r~al su;.-crt for i:r:ticn and dcveloqlment of 
small and ccttaire industries. 

1. 	 Naticnal, Roia1 and District level Institutional 
nctwork. 

L. Service Gre:u F : 

2. 	 Pr:mr.tion ,f small and ccttape industries thr')ugh 
puublicity. 

3. 	Dcvelir,,ient ef Ruril Industries. 
4+. Ex.Iansi,.n lI -, , 

Ccr,. -rati-n. 

S. Industrial Jcsi,n 

6. Intlustrial Istate 

7. Intc ,rated. Rural 

8. 	 Survey ,f C(tta:e 

9. 	 Market Survc.y.
 

10. 	 TraininT- institute 

iade1h1 ndicraft Markctinp. 

service. 

iPrc/ramrne. 

Finance. 

Industries. 

fer dcvl1,ment of nmanaiement 
ca a tility :_n- r,.uct skill. 

111. ov!istic sl;: crt fir industrial 1rc:mcti-n and,
extensin. 

12. 	 Studies an L-,-Z-.uatic.n. 

C. ;-,ecial Rc,-ina/Aria dovelci~mcnt,.r.,raue. 

13. 	 DcvclipTmcnt ..f c .tta,-e industri,-.s in Chitta;'onq 
Hill Trcts. 

irject N,..khali14. 	 IRDP, PANIFA - in (Small Industries 

Compon.nt).
 

15. 	 UNDP Prjects (Snail inlustries c-,,mTnent).
16. 	 Intrate,' devel,:mcnt of less developed resricns 

and deve'- ment .f ccttar:e industries. 

http:Compon.nt


APPENDIX - II (contd.) 

D. Specific -rcduct grou-,"
 

17. 	 Pilot 1,,roject fc-r new products and processes.
 

18. 	 Dcvelcp-,ent --f Salt industry.
 

19. Devel,-pncnt '.f c,_,ir products.
 

2C. Development ,f shce industry.
 

2 1 .	 Dc v c l]cT~m e n t .-7 . k e , n:. 

22 	 Pevel.i.ment f metal w~rini: industries.
 

23. 	 lr-ttyI.e n.li -r. duct Dovel,pment.
 

24. 	 Dcve!t,:ment :f SC" HPndicrafts (cane bamboo, 
jute, reed, ;rass, etc.). Pcttery, lcell and frass 
metal, jc,'ecry. ivt ware, leather handicrafts, 
Screen yrintinv, Dll makiri, Nakshikatha, Wood 
base! products (includinv cr"mmcn facility ind Craft 
Centres f:-r all these -rcducts). 

E. 	 Proi ramme f r s, cific t.r ,ct v-roup:
 

25. Entroe::re-neurshi Jcvel ,uvmcntqf women and youth. 

26. Doveloi-ment :f SCI amrni- families cf workers in
thc. in.ustril areas.
 

27. 	 Devel, -i;cnt ,.f troliti'nal crafts of the Tribal
 
pe'1r.le.
 

http:pe'1r.le


APPENDIX II (contd.)
 

D. Specific ,rcduct grou.: 

17. 	 Pilot rcjcct fc r ncw products and processes. 

1. 	 Dcvelcpmnt :f Salt industry. 

19. 	 Devclcpp.cnt -:f c(2ir 7.,rcducts. 

2 .	 Devc.lopment ,:f shr:e industry. 

21. 	 Devclor ment -f :oc-koe-in;-. 

22. 	 Devc.lciumcnt '.f mctal wcrkinfw industries. 

23. 	 Protcotype and Pr.duct Dovelr-Pment. 

24. 	 Dcvelr<,ment c. SCPf Hand'rofts (cane. LamToo,
jute, reed, ;"rass, etc.). Pcttery, Dfell and I-rass 
metal, jiewelery, ivt ware, lea-ther hanc.icrafts, 
Screen -rintinv , Dli making, Nakshikatha, Wood 
based ,rcducts i.ncludin- common facility ind Craft 
Centres fcr all these ;rcd.ucts) 

E. 	 Pror.ramme f r s-.ucific targc-t )croup: 

25. 	 Entre-renurshi Jcvelop.ent of women and youth. 

"-,26. 	 Dovelcmcnt -f SCI qmcnf families -f workers in 
the industrial v'reas. 

27. 	 Devel- pnme-nt .f tradliti~nal crafts of the Tribal 
p e p 1le. 


