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AN IDENTIFICATION OF DYNAMIC SECTORS AND AN ASSESSMENT
OF THE IMPACT OF POLICIES IN BANGLADESH

TVIDERCE FROM DI'S INVESTMENWT DATA

A. Introdugction

1]

The most imporTant {nformation needed for development planning is axn

identrification of potential growth sectors, the sectors which have compzra-

tive advantage. Who benefits from growth of different secrors 1is also

important to uncover. Some sectors may be consistent with both growth aznd |

equity objectives. 1In Bangladesh, however, poverty is unlikely to be

significantly impacted without growth, in parricular the growth of labor-

inténsive sectoTrs. An equally importanc relationship to determine for

planning and policymaking is: which secters (industries and size-classes)

=

are amenable to tapid growth through intervention. TFor if a secror has

‘high comparative advantage and will grow at fast vate if lefr to itself,

Zovernment intervention should be minimized. If it is highly reponsive zo

incencives, Iinctervenrion may be in order. The objective of this repart, as

that of several other teports of this project for that matter, is to ideatrify

growth sectors, dynamic size-classses, and policy impaccts,

e e
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1. Apvbrooriare series of data

for growth and imvpact analvses -

To ideatify such sectors and to assess the ilmpact of policies on these
sectors, ideally, one should get hold of panmel data, which are most appropriate
for discovering tﬁe internal dyanmics and behavioral patterns of decision-
making micro producers. Since panel data are hard to come by in developing
éountries,htime-series data by subaggregates and size-classes of industries are
the pext best raw material for the purpose,

So far, we have succeeded in assembling one ceries of panel data and three
sets of time-series data.’ Each of-ihe four series complements and supplements
the other and provides checks on the results of others. These series, however,
do nor have all the data we-need. Accordingly, a survey is in progress that
will generate informartion not available from existing dara, including scme tizme-—
series data by asking questions on the wvalues of.aritiéal variables for several

past years.

2. Papel/time-series data

assembled in this projéct

The panel time serles data already assembled are the following:

. Terzl-factor vroductivities, cost, output, ectc.: the CMI data.--annual

panel dacra for total-factor productivities and several other computed indices
as well as basic variables from the CYI, by establishment (about 2000), coded
at the 4—digir-industry level, from 1974-75 through 1%83-84. The number of

primary and secondary (computed) variables is over 80. The establishments

are also coded in alternative groups: public, private, and the rest; "old"



(these which existed from cthe inictisl year to the final vear of the .
relerance periad), "new" (those wni:cn did not exist in the inizial vear
but encered In subsequent years), and "moribund” (those wnich existed

in the initial year, bur dropped cur in subsequent vears), and so

forch.

New establishments and emplovsent: The Fconomic Census datz.~—innual

time~series data ‘for new esrablishments by type (whether mechanized and

using power, ecc.) and employment, from The 1986 Eccnomic Census. The

format of this file (most of which'is also available ia printed form)
consists of data for calculated totals prior ro 1972 and chen annually

frow 1972 chrough 1986, The variables are arranged by 4-digit industries

and by year in rows, and by size-class of industries inm columns. Yezr~to~

vear rates of expansion of establisiments along with employment are

The data are also tabulated by

czlculated and inserted in the file.

district; by least-developed, less-developed, and developed area; and by

urd>an and rural sector. Tthe number of 4-digic-induscries formed by newly

entrant establishments ranges between 120 and 300 in differenc years.

Invest=ent: Che DI data.-——Annual time-series dacta for investment

(internal and extarnal separately), by sanctioning authority, by economic
. R ’ . I .
arez, at the i-digit-induscry level, from 1975~76 through 1985-86.° Thesa

data were copied from che unpublished records of thé Director General .of

Incdusctries, where firms are registered. Rates of growth of investzesc

+

and various other sctatistics were computed at the &—digit-induscry level,
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The number of enterprises that have reziszered wich the DGI (alchough

thmeir investmanrt may be sanctioned by differvent agencies, including

3SCIC, Sorali Bank, and others)ranges serween 620 te 2CCO

Hi

vears. The nuxber of 4-dizit industries in whnich thev £3ll in an¥ one

vear is around 70.

ffecrive rztes of assistance: series cenerated in the ESEP?

I

Proieet.~—-Annual time-—series of data for effective rates of zssiscance:

net incidence -of all domestic and trade peolicies, over 3-dozen incentives,

subsidies, price-quantity controls and bans,-and o:h;r.policias,
ranslated Iin terms of quasf;taxes. The data were collecred from diverse
sources, The exercise involves subtle conceptual problems, redicus
p:oéuct-maCChing-procedures, tricky wost and input-gufpul SCruciures,
fize demestic and border price determination, acd tipe-consuming data-
colleszicen nrocess. The effective rates of aséisnance wvere calculatad

for about 100 proaucts, coded over about 3-scere &-digic industries, ror

the vears from 1974 through 1887,

B, Anzlysis of the DI Data
The preseart report is based on the DI cime-—series datz on ilnvesclent.
To begin with the limirations of this source should be notacd.

3. Timiracicens of the DI data

(1) This source includes only private investzent. Fortunately, however,

in the present report we sre interested mainly in privace invescment.
(2) An ifapression is helg that in general only theose firms care to

regiscter with the Registrar of the Department of Industries, Ministry .of

Industry, which wish to avail theaselves of the facilities or assistance



provided in government's industrial policies. In particular, very small,
owvner-operated units mav not be acecuately reprasentad by this set of

dara. The coverage is not bealisved to be complete for any size in any
vear. Ffrom the nmagnitudes of investment that will be seen in the

enpirical parc, however, the statiscics seex plausible.

(3) Even if this source is a reasonable representation of new private
investment, it is still deficient and does not reilecc tortal net investuent,

inasmuch as it contains no information about the old firms that are shut

Y
down. On the other hand, the BMR tvpe of investment expenditutes do mot

get counted, unless the old firam makipng such expenditures was previously

not registered bur elects now to get registered. -

{(4) The data pertain neither exclusively to saDCtiou§d invescment
nor purely realized investment, but an admixture of both. Im this respect,
2, 3 years moving averages would probably.be sore significant than anzual
figures: The difference between aggregate realized and sancgioned figures
as available from the n;wly foroed Board of Invesiment (previously
Department of Industries) is quite large--the realized values range
between one~third to one-hali of sanctionad wvalues. But chéy do so, more

or less, consistently, such that the rates of zrowtch of realized investment

are probably noct going to be significancly Sizsed.
Even though, as just rezzriaed, wmoving avaerages are likely to be more

realizctic than annual measures of investaent, to ba consistent with other

- .

time~series we will continue analyzing the aazual series of data.
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(3) The estimates of aciual investmen:, 2

-
i

Cormizsion's Plun Docusmenr for the Second FTivewYezr P23a (Tacle l, Cols, ©

and lU), lie between 345 to 1717 of the investmen: in the DI scu-ce. Tae
Planning Commissien m—kes.independen: estimates. Thersafore, the two razes
can diverge. The DI es:imates will fall shore. of aczuzl ifinvesgtzent inscifar
as the DI's coverage is incomplet2 or if at the rime cf registrztion
entrepreneurs understimate their own resources and
borrowed funds onlv. One may be tempted to give higher credence to the
estimates of che Planning bom:ission. Unforcunately, ther are, firsclf,

available only for the 3 vesrs of the Second Five Yezr Plan of the refarance

3

eTriocd. Secondly, they are zggregate and zre not clzszsified bv induscry,

or 211 practical purposes, the Planning Comzission's fisures

rh

]

hirdly,
of privace investment are nothing more then intelligsni guesstimates.

k=4
=

Essentizlly bank credit is taken as the base. Assuzmel percentages of

=

self~finance are added to the bank ecredit to gec totzls. A second izver

of assumed percencages is added for investment not based cn bank crefil.

investment in transpert sector is a blown-up figure ¢f lesally imporzed

machinerw.

Public investment is estimated by annual develormsac plan, AD?, (337),

n sctocks (mainly food and fercilizer), -lus food=-lor-worx,

e

rlus change

plus net transier ts public corporations,
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(5) The coveraze is small.

against the noted limitations,

he source incluges onlwy new firms. As

mar, hovever, be stared zhat this data se:

is practically the only disaggregate and time~series source of investzent of

any reliabilicy for Bangladesh. The capital stock and investment dats in

-

the CHT have been found suspicious, as may be recalled from Report 3, when ths

K/0 racio calculated from the I was found to be unbelievably low of 0.19

in "old"™ incdusctries and 0.26 in "new" induscries.

Moreover, while the less-

than-full coverage of the DI data constrains one from estimating absoclute

1
, magnitudes of investment for GN? estimates, cthat does not necessarily bias’

the rates of growth of investaent.

Also the coverage is large enough to

-account for a high fraction of toral industrial output, as may be judzed

froo the nuober of

cumulared number of new estaplishments from 1976-77 to, 1985-86 is 9591 iz ¢

irms registered since 1576-«77.

For instance, the

4
)

DI source and 75,000 for more-than-4-worker eszablishmencs in the corres-

pending industries in the corresponaing years in the Economic Census.

It may be seen that 3785 establishments entered the manufacturing

- following quingquennium.

nduscry during the five years of 1976277 through 1980-81 and 5808 in the

For either of the two quinguennia, the number ol

rewv entranis is higher than the erstwhile annual coverage of the CMI.

In view of this, we will analyze the DI data set for whatever worth

it is,

. - .
We believe, however, that even thouzh the DI investment figures ema:

net be suitabie for estimating national accounts, their rates of chanze gnd

such ratios as the external investzent ro toecal are not likely to be wide o7

the mark.
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C. Empirical Findings

Detailed caleularions ef basic data are given in aAppend

documentation for variable locarions in the cemputerzizeu DI &

iwen

g

as Appendix E. The statistics consicered relatively more relewvant to the

purpose in hand are summarized in tex: tables.

L

4. Asgregate resvits

At the aggregare level, interestingly, the private invescment sicture
was quite promising during the 1970s, bur not so during the 19E0s, except
in 1983-84 (the firsc yeaf after the NIP¥2), as may be seen from Col. &
of Tzble 1. Rea2l privare investment has increased, o; the average, at an
annual rate of 21.35 percent since NIP32 and has been positive throughour
the lO-vear period except during 1981-82 and 1984-85., As a2 percentage of
mzauiaczuriang GDP, private invesrment (i.e., not CDunéing public ‘investment)
has ranged between 3% and 10%. During the lacte 1970s, investzent starced
low ;t 4.6% oé the value addeq oL manuéaccuring investment and re;ched iS.:ﬂ

o

1980-81. During the succeeding quinquennium, again, it starred at 4.8%

o
-

of the value added of the respecrive industries and reached 10.2% by 1985-86.
The mean annual race has been 11.60 during the former epoch and 8.23%

durin: the latter epoch. The mean annual time rate of growth of privace

avestment was 3%.37 in the former quinquennium and 17.2% in the 1980s.

e

aal

H

L4

Yy

ccsuse of the low bases from which both periods started vwhen treated

separatelv, the decade time rate of growrth comes CO a oW of oniv 7.63: (see

Col. 4 of Table 1). It mav be recalled from Reporz Mo. 16, Fiy. 1, that

major upward kink in employment growth occurrad in and around vear 1979. The

powan #E wwmn ot -

ey vy
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prasent resuiigjf:ék an independent source of data confiir= that kink. The
year 1951-82 comes out an odd bad vear since 1976. Otherwise the trend in

industrias expansion seems to have been ser in the lare 1970s., In a wav

that could be expected, From the early 1v70s? war-ravages condicions, the

eccneny could only go .wp. A relatively stable period seems to have provided

the cenditions to start reconstruction. The investment-premotion peolicies,

too, had started in the late 1970s (see Report No. L). The NIP82 was

probably net a big break from the past. We nave rCo see.

In brief, the mean annual rate of private invastment of the manufacturing

industries during 1976~77 through 1985-86 in terms of the value these sectors

contTibute to GDP was 9.274%. The annual time rate of.growth over the decade

- was 7.65%, Yet this Investment is gross as we do not know about the disinvesc-

ment of the firms that were shut down during the reference period.
According to the Planning Cormission's estimates, private investment inm

Induscry No.3: the manufacturing ineuscry, comes to 16.5% of manufacturing

industries' contribucion to GDP during 197€-77--1980-Bl ana 13.16% during the

4 vears from 1981-82 thruuzn 1984-85. Public¢ investmeatr has averaged 12

percent of GDP over the reference period (from 80X to 90Z of wnich is Itcm

foreign aid). 1In brief, accoraing to the estimates of the Planning

Commission, public investment is probably rumning at an anuual wmean Tate of

zrowth of 12 percent of GDP and private investment at a somewhat higher rate

Lhan thac.

Zven allowing for tne fact that the manufacturing industry with asout

10% contribution to GDP accounts for 155 of manulacturing invest—

ment, the Planning Commission's {igzures look rather too high. For tha (DP

zrowth rates cast doubts on these tigures.

weaknesses, but with its merit of being more realistically generated than the

tarzely guesswork of the Planniug Commission, is probably an under-rated

Tne DI daca series, with all ircs

[
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scurce of daza on investment in Banzladesn. It has the acditienal advantage ©f

4]

being avzsilablie at the =izro level.

1} we accezr the Dl data-based estimztes ¢f investment as more vealistic,
tie investment periormanze of 3an
Viewed pver tize, iz showvs 2 sizn
coes publie invescmernt
have sesen hizgh rares of e=plovment growrh Qduring the 1980s in the Zconexzic
Cansus data of Report Ne. 18 (see Fig.l)., A pcss?ble explanation of the cbserve
decline of invesizen: and continvously rising trend of employment coulé be the

fact thar the ecplovoent srtztistics zre derived Irom the producticn. stage while

investment pertains to the gestation period. A production lag of two years zize -
- + -

investzent is net zbaor=zl. 7The ncted decline in investaent, therefores, is not

- . 2
inconsiscent with or contrzdicted by emplovment growch data.

14

5. Amzlvsis zt the 4-¢

L]

industrv level

The readsr should be wwrned that the data may not be staristiclly signi-

e

ficznt for many of the size-clzsses a2t the 4-digit-industry level, It should

also be noted that the weizhcs of 4-digit induscries vary widely, and from
vear to year, zs-may be seen from Table 2,.where all those industTies wnich

hed exceeded totzl investzmant of Taka 20 =

Iy
=4

1
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data sets and carry cur an eccnemerric znzlvsis of the sources of growth, etc.,

as a first apgroxization, in this reporc, we r2ly on a very simple, single

&

pEramerer

o
)
1
1]
l—l

the amguzl raze of growth. This parameter has its short-
cominz. For instance, the rates of growch of those industries whose bases mav
happen to be larze mey not leok as high as the rates of those industries whose

bases are small. As such, the resulrs derived from the rates of growcth should

be viewed with due sense of proportion. .
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. Figa114 ldavescmenc in some industries may fluctuate widely due t lumpi-

T =

ness, e.g., ferrilizer in the mid-1980s, silk in 1985-86, [ish and sex:red in

s

192°-83, and so forth, which fact might causa rates of growth to chanz:
exhorbirantlyv. To verify the arithmetic causes of very larze fluctuaticns, one

sheuld refer to the data in Appencix Tables Al and A2.

5.1. Industries which responced

positivelv to NIP82

The responsiveness of industries to policy incentives mav be judged t

the high and low, positive or negative change in the rate of increase cl in

v
in
mn

!

ment starting in 1983-84 (ignoring 1982-B3, the first year after the bir re 23-
sion of 1951—82 in Bangladesh as - well as the year of the NIP82). All t:os:
industries which experienced substantial upward shifts:of investment ir at .asast
one yea: after 1982 ;re collected 1; Table 3. To find out which thess iInd s-
tries are, the table should be read.

A caution: To distinguish a sustained impact of policies of 1982 .roz a
butble, the progress must be viewqd over at least two of the.three yeuTs ziter
1082-83 for which data are available. Disappointingly, a sustained expancion

is disceraible only in 3231: Tanning and Finisning; 3321: Wooden Fur-icu.:

-

2816: Bolts, Nuts, and Rivets; and probably also in 3836: Batteries: 31. .

Bakery Products; and 3711-13: Iron and Steel industries,

5.2, Industries which-resoonded

neczatively to NI?S82

[ 1Y

b =D

It would seem ironical to find anv 1nduszry reducing its inve:rczment a
the NIP82 brougznht incentives and conditiqus favorable to the private sector
supposedly in a big way. Interestingly there are many that did so. These are
given in Table 4. These should also be read to_know which industries experienced
negative change ip inéestment. -

One reason for some industries losing their share of investment after th:

liberalization of investment policiles could be the crowding-out effect of arow ag

industries. Given limiteh ingéstible resources, if some industries attract mo::
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lnvestment, they may ctrowd out other industries. This could be g rte: of com~

parative advantaze.
As sean in Table 3, however, nct many industries experienced sustained
srtowth in rthe afterzatn of the NIP532. The decline of investment in the incdus-

tries noted in Table 4, therafore, is a matter of concera.

5.3-. Fcreign-exchance incensigy

of industries

& highly desirable characeteristic of an industry, other things be:ng

equal, is its intensity in the use of domestic resources. Rescurce inczasi -

L%}
1‘:

u

[N

ought to be measured separatelvy for investment andé preoduction or macéinr
raw materials. The reference data source permits us Lo measure the in:z.as- v
of investment omnly. " The raw-material inreasity in the production proc: ss .nd th
exporTt~earning capacity are studied elsewhere in this project, using - .ner darcs

series. In general, the import content of investment is positively c¢.=cre.zted

-

with the import content in ‘production of an induscry,

Table 5 presents 10 industries in each of the 6 years since L98 -381 <hich

toppeé the list according to the mean percentage of foreign-exchang: cc- onent

- .

of annuzl investment. Nine of the 36 industries of the table are t© .os: that

responded positively to cthe NIPS2 at least in one vear (superscrip :d y Lec:zer

a in Table 3), while 4 are the ones which lost in investment afre: 1%$Z2 ‘(super-

scripted by Letter b). Thus, import-intensive Industries show no cneistent

*

preture in terms of response to poricies.

Inporc-intansity is not bad if the industry is co.respondingly an ~xdert

industry, too. This is the case’
ioport-intensity is also not bad

Medicines, provided the industcry

with 3221: Garmeht-Making Industry. Invest=an:
if it is import-saving, such as 3501: Allecachic

satisfies the efficiency criteria, namely the

resources used in this industry cost less than would they have cost in impor:ing

an -equivalent quantity of the product, Some such tests will be made in a

subsequent report.

BEST -
\WAILABLE
A¥ h ﬂ\ F?E * a\-—E



The corresponding picture for the industries that are foreign-exchange-
saving is g%ven in Table 6, where the bottom 10 ipdustries-in foreign~-
exchange intensity, with percencage share of foreign—excnange ceomponent, for
eacn year from 198U-8! through 1985-86, are listso. It mav be seen rhat tns
percentage share of the external component of investment in tnese industries
is approxima:eiﬁ 5 as égainst aporoximarelv 535 in Table 5. Incerestingly,
out of the 40 industries intensive in the dgomestic componéqc of investment,
9 are those that respondeda positively to the NIP32, i.e., they appear in
both Table 3 and Table 6. These are Industries 3123, 3201, 3559, 3712,

3804, 3808, 3809, 3822, and 3B36. Ounly 3, nazmely 3112, 3145, and 3936,

g,

experienced falling investment atter 1982. Thesa numbers are close to the

correspondaing ones for foreign-exchange-intensive industries of Table 3.

Thus, imporct~intansive invescment is neither a necessary nor a sufiicient

condicion for the growtn of a sector., Nor is it desirable., This is an

important result. - -~ .

“We are interested in the foreign-exchange shares and growtn races of

investment of overall industries. We are also interested in the import

content and growth rates of investment by size-class of different induscries.

This is the topic of amalysis of the succeedinz section.

b. fnialvsis bv size-class

©.1. Did small entersrises share

in the post-1932 expansion?

One of the pertinent questions to ask is: Did small establishments
benetit from the opportunicies offered by tne NLP82? Detailed tabulationms

of annual toral investment and the number ot new firms by size-~class {based

on the magnicudes or investment) appear as Appendix Table A3, Several
summary tables are given in Che texc. .
Tes
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hoo seven of the nine imcustries

that depic: both of the desirable cnaracter

[T

stics have their pezks in
the middle, i,e., they are predominantly medium-scale jindusiries. OGCune

- .

namely Induscry 3201: Cotton texriles, has trough an the midéle, vhile

e —

the curve of Industry 380Z: Furniture and Weed Products is aizcst
monotonically declining with size, meaning that it is predomisznily -

small-sczle.

Figz. 2 presents sinmilar’statistics by vear during the 1%%Cs. It a2ay

be seen that, on the whole, there was a siznificant revival oI industrial

r

activity after the NiP?82. That revival lecks more magnifi

ad, however,

Hh

beczusa of .the slump of the firs: two years of the currest decacda. The

o

incdusrriz) econcmvy slumped agein in 1985-85. In the overzll picture of the

9 reference industries of the £

irst 6 years of the deacade, the industrial
exzansion - of 1653-34 seecs a bubblz razther than a2 bec=. That, however,

is provably a hasty conclusion, inasmuch as only the numder &I unlcs Is

"bezing viewed. The neu: step, therefore, is to loecx at iavasizent msgnitudes.

This will be dome br alzernative tabulazctilons in several t=doss, walln w1ll
alsc present calculziions for tests of addizicnal hrxpothesasz.

—

Table 8 presen:s annual invesimentr andé annual ImporI-ini2n

investment by size-class.

The first result thaz may be actad is that imeorowed

(machinerv, etc.) are directly related to the size of the fim=. Szall

ize-classes require practically no foreign axchanse for investizment. Thelr

y 1 1¥ 3 < jof
machines are locally made. Larze firms spead more than hall of taelr invescaen



ity

fors of pavments in foreiszn exchanze. How tnew nerg

5 Jo. .
funds ouerseas in the
foreisn exchange-~from W

earnings-=is a differznt matter.

In the foresoing paragraphs w2 have tended o arjue tha:t foreipn—szchange

-ty

intensizy of investmenr is undasivable. As a second thought, one might pause

-

for a mcment to consider wherther that really is the case in the curren: cenci-~

tions of Bangladesh when foreisn aid is pouring in at an annual rate cf apprexi

mately 1 percent of GDP, remittances from zbroad have been running ac. acéicticnzl
3 percent of GDP, and when almost all machinery has to be imporzad! We lezve

this issue at that.

A second rtesult of this tabulation is the spur: of investment around the

vear 1Y79 and a very sharp drop in investzent in 1981-82, across all size~classes
i .

and gradual recovery across all size-classes since, as may be more vividly seen

Z

from Fizs. 3 and 4. Eguallv noteworthv is the decline of investment in smalil and

mediun enterprises in 198--85 a2né ceoplete Tacovery in 1985-86, and downward

trand in the uppermost class in 1§835-36.

In general, the 19281-82 sluemp c¢f private investiment S2ems to coincide wWith

~--1
)
—t

the worlé recession of the early 198Cs (that followed the 2ad o0il shock in 19

ard crop failure in 2zngladesh, The political uncertainty rollowing the assassi-

nztion of the secbrd precident in 5ix years is another possible facrer. The

in privaze investmenc after-1983-84 is due, among other reascas, to the
¥

sharp desline in world juze grices (wnich forms a quarter weight in the councry

"reécession
[

exporcs) and a de=p cur in cdomors’ credit to the Bangladesnh. DfIs censeguent

upcn thisr very poor recovery reeord.

faczors, a determination of possible causes of the
. 3 * LN
calculated ups and dowvans will be undercaken in Report No. 21.

he an these obwvicts
Ocher th tt b

A third notable result is the vibrant recovery of small and mediunm

entaerprises in the 193Js as compared to the 1970s, such that all size-classes

have more than made up for the 2arly 1980s' slump, except the large class wicth

investment excecding Taka 30 million. The large sector has not yet raached

-
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-
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tne earliar sericc's absolute inves:imenr magnifudes, not t> spear about its

investmant Lt C2P tatio. Bezause of its sheer heawvy weizhi, the total

invescment teads to folleov the ups and dowas of ene large sactor, N
A final resvl: of Takla § conce2cas the percentace tnot the exizrngl
cimponent ol invesimezt fotms with respect ©o tetal invesimen:t by size-class.
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the absolurce s#xtarnal cost ¢ investman:
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ccrrespend t3 those cf teccal investzmenc, buf, interestingls so do tn2 snarss
of the exterzal ccapcnent to tocal rnavescment, as mavw be se=2n Irsm Fiz. 5.

A possible infarence from this result is that foreign excnange is a comsiraint
sueh that when forzizn exchange is rationmec tigholy, iovasczors ecznomic

: . . 7, P -

in ics use. Alternatively those industries carry out their izvestzent placs

wbich need relatively lower preporrtions of fmported invest=e=t gocds. The

latzexr inference is, however, not supported by tetal iavestzent by size-class

n Fig. 4, as expectad, the share of imports in invesTment went up sharpiy

v

%8

vizh the liSerzlization of trade in 1982, This was caused largely by the

upper 3 size-classes (mediuz and large industries), as may te viewed f:om‘F}g.
6. The imporred component of lnves:iment increased at a higher rare than che
dczagclcally financed compoment of it. The disparacte incrszse cannot be due

to foreign investaanl, as separate estimates for the latter indicats That

feveizn iavesczent is a very small fraction of toral "inveszzen: wzE& funcs
f2rzed ona cf the sources of foraizn exchange, which appear o tenelll

1avesgtors zcress the boarid.

industries

Next we look a bir more minurtaly ac two premiar industries of Bangladesh,
namely the handloem and garmenc-making industries. The former (Code 3206)
experienced an explosion of investment in 2 of-the & vears of the 1980s: an

investment of Taka 437 million in 19£0-8% and Taka 212 millien in 1983-84 (Tab:
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In each of the rest of the years of the 1980s, the industry has experienced
falling rates of investment. Lo:-ked at in the context of the entire period (

of 6 years, the years 1980-81 and 19Y83-84 appear either bubbles or a kind of

Aot
'

"one leap forward and two backward". This kind of ups and downs c;n cause
Statistical illusions, inasmuch as even a normal yeaé following an extremely o
good year will, in year-to-year rates of change, show a decline of invest:é:c‘

The fact of the matter, however, is that the.handloom industry experienced & i

bad years against two good years in the first part of the 1980s, which is !

[

not an optimistic picture, In 1Y83-84, many rent-seeking investors are known

1
H

- ) . : ;
to have obtained credit posing as members of deserving target groups, which
1

they probably were not. \ {
1 .

The evolution of the garment-making Industry (Code -3221) is givean . '

in Table 10. -Similar bubbles or leaps forward as for the handloom inguscry

appearsin this industry also. This is one of the frustrating phenomena feor

policymakers ©f this country: thure is a bandwagon for cne or two years when

e

SO many entrepreneurs jump in in cxpectation of high profits, real or financial.j

Invariably tne recession that

ot ey i
'
‘

follows the booms of an industry is much longer.

One of the possible explanarions for this behavior is the paucity of
technolegy and investment opportunities and, more so, the lack of information

about whatever technology ana market intelligence there is. Entrepreneurs

1 . . - . -
. look for investment avenues and wienever they see others make profits they crowd E
]

into that activity and saturare the market. Supply catches up, profics

come down, and future investors are dismayed.

[—
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The noted bandwason effect may be more pronounced in Bangladesh
because of lack of continually evelving preofitable oﬁpor:unities, but in
a free-gntergrise economy that is what is in general expected. The
textbook theory of the firm tells us, that uncer competitive conditions
not enly excess profirs tend to be eliminated, the zero-profit theoren
applies according to which the profics of even the most efficient firm
will‘be_compe:ed avzy by competitors' bidding up of the prices.of special
resources responsible for efficiency. Therefore, the bandwagon phenomencn

is not a malaise, rather it is the sign of health of the economy. What .

1s lacking in Bangladesh are profitable investment opportunities on
i - .

1
‘

stream. The lack of such a stream is unfortunately a characreristic of
an underdeveloped econony.

The critical role of R&D and search for new techniques of producticon
and information is obvious. Burt since the payoff from these acrivities
takes long time to emerge, politicians and policymakers, pressed to, show

guick Tresults, tend to neglect R&D.

Shares of different size-classes.--Table 1] and Fig. 7 present a

pictura of shares of different size~classes over time. It may be seen that

both in the extreme recession vear (1981-82) and the extreme boom year
(1983-8&5 of the 1980s the sbare of the large sector (Size-Class 6) fell
sharply while that of the medium sector (Size-Class 4) rose substantially
above the magnitudes of all other years. In the incervening vear, 1982-383,
zoo, the medium size-class did better than other years (except 1981~82 and
1983-84). 1It, thus, appears that the large sector does not necessarily pull
the enciré investment up or down by its sheer large weight (which was 81% in

the first half of the reference period, 68% in the second half). The medium

size-classes, too, make a difference. One possible ceonclusion one can draw
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is that, irrespective of boem or slump, in the early 1930s, larze industries lost

substanziyl grsund to medium i.é's ries. They alzes: recoversd the g !
2d-158Cs. Whr che wears 19§l-5. ware bad for larce 1anduscries razains to be

ezplained. .-Wnhat knocs one’s brews and at the saxm

. . .
sal nswers T2 Wi

is that our research is genmerating =more questions than providing an

n
A
N
+-
L
n
8]
"
w

3iz 5 -ncush-ies of the vear,~~In Tabla 12 are arrange

- ——— o m -
wYSsS5IZelll ITICS

Hn

acustTies of the year in ter=ms of relative shares ia total =

[ Sl

¥76-77 througa 1985-86. Over the 10-vear reference period, 25 differenc
lnaus:::as occupied the top 5 positions (treating the l-digiz in cuscry-cacde

.4000 as one sector, ccmparable to 4~digit industries of the maaufacrur ing

round in the

’

=e tize greates Iurcther ingares:

sector). The former sector actually comsiscs largely of hocels, restaura=cs,

and cacering, buc also includes scme other monmznufactu riag Izcduszzies. Iz

is numper 4000 Zor no 'special reason other than that the nuabar f5llcws the

bedigix =nnurau urizg ipduscTy 3900, Ia cerzms of weight, it is noc much

'Ju

bigzer thzn major 4~digit cdustries. It ig interasting to zete that this

S2cIsr appears ameng the tep S5 upts 1981-82 buc not thersafresw,

Ircn, Steel, and Re-xoliing and Iron and Steel Mills havw

-l K,

ed 2

1
|,.l.

occup

place a=cng tha ig-5 manuracturing indusctries alamos: throughour the rafsren:

. 4

s2rizc. So have Cotzon Texziles. Carcage, Hopes, eic,, ccavziad tha e

fosiizcn In che lare 1%/0s Suc zoc in tha 1920s. Dveing-aad 3ieaching cf

a leacing seczar in 1975-77, thex it fell out, but reappeared in 1983-33,

1ix and Yymrhecic Texciles has had a similar time frame.

over 107 of t2a investment in 1%85~86. Tisn and Sez Food spuvrted im the easivw

1980s, then sluabered. As a tirst approxinmation, we should consider.all tha

29

four-aizit manufacturingz induscries of Table lZ to have relatiwvely hizh zrowth

potential, including: Coczon Tex:ile: Tannery and Leather Products; perhaps

o
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Spirics, anc Printing ané Pudy:i

‘e -5, L -
L2ITlles) .

S and Vegerahles, Srizks, Distil.iec
=icals m.e.c.; silc and 5Srachetic

Sn and Sieel Re-Ro:iling and MIlls and Faberizzzed Ye:zils; Carzage

anc Ropges Fisn and Sea Foeds; agrizultural Mechanical Touipment; Jveing ahd

1 io 5 . - - ramegyedams T 2 - 1y :
Sieaching Texztiles; Matzh Manurasiuring; Fruiz and Vegetapla and Evirt

Yegatsblia Qils; and Allcopathic Mzzicines,

Biz 5 Size-Qlasses of the vesr in 2ifarant incdussrieg.—=%ith 2 wiew ©o

se2ing which size~class(es) is (are) maialv behin

-

year, we racosrd the biz 5 size—-classes of the year in any indus:tsy iz Table

R : ‘o P
iJ. As expected the largest size-cilass, No. 6, i
!

respeciive industry's leading position. Tt occupied

b

in 10 vezrs. More
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aterasiing casa2s, ncwever, arz those whera lewsr siza-~

the 128Cs) for 4 times; ané Size-Class 3 (USS 30,000-.56%,200) ¢f Tatrizzrmed

Mazals, Mezal-3arrei-Drue=, znd Siik and Synctharie Taumzilas esna tiza 22:h
durinz 1833-3a4 ang 1883-%6, These incusirias avsz snzll and perencizllxs
dvnzniz,  We have, howavar, yer I35 £ee how mucn they ave @ssistel =nl biow ther

ceTiormed in orher respesss. w2 will Técura to this

stulsacuent rejaort.

rt
n
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fu
th

A seak at Sanszioninz =

Nex: we lock 2t the cresstadulation oI firms DY sira-c.ass, anc

bv year. The tabulaticns are given in Appendix Tzx:l
vesulrs will be staced here.
Aspiring industries seek investzent sanctions

(1) if they want to atply for industrial loans, (2)

Ata~Asi, Omlvy saliant

prizmarily for two Teasonrs:

to be eligible for import
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licenses, tex concessicns, and similar other benefits. The attractiveness

of a particular sanctioning agency depends on how well, it sacisfies.the

e = =

adove twe funclicns £o eatrepreneurs. I a fiza obrains sancticn frem an

agency other than the DI, it can still register with the DI and qualify for

R T,

investzment benefics, .

Tne Bangladesh Shilpa Bank (BSB) and Bangladesh Shilpa Rin Sangstha
(B5R8) are primarily large-investzent-sancrioning DFIs, mestly iavesting in

developed arezas, though gradually in the 1980s thev had spread cut to less-and- ~ {

leasc-developed areas also., A close look at the two Development Finance -

e

Institutions (DFis) as sanctioning authorities suggests that their role has

diminished over the years. BSB's share in all the three ecomographic araas, i
1

both ia the number of projects approved and the percentaze share of the total

S

investzent, has been on the decline siance 1978-79 (1984-85 being an excepcion).

BS3S's acziviry has declined quitz dramatically. Compared to 130 projects .

being approved (87, 25, 18 in the -developed, less developed, and lazast deve- ¢

e

r
<

ely) in 1279-80, only 2 projects were endorsed by . t

- Fl

loped arezas, rescec

BSRS ia 1985-86. Various explaznations may be offered for this tread. Donor

agencies, such as the World Bank and the Asian Development Bank, have been
taxing a hard look at the activities of the DFI's, The DFI's have beasn -

blamad for low loan Teccvery rates, corruption, and red-tapism. Much to the
chagrin ol DFI officials (as was clearly evident in the interviews that the HIID

I had wich apex agencies), donor agencies have severely. liziced

"
1]
n
4]
o]
1
[l
1]
jt
tn
ft
[ ]
[ 1]

the availabilicy of "soft" loans to these institutions. In fact, largely because

1

Y
™

o the pressure of the donor groups, curreantly BSRS does not have the privilege -

LR

to make new loans. A major overhauling in the structure of the Shilpa Bank—in iden-

tifying viable and socially desirable projects and in recouping past loans—is under- I
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goinz., The two DFI's mentioned are alsc facing compecition frcm newly
created sexi-~private industrial loan-givinz firas, such as the Industrial

Procoticn Development Company (IPDC) and Micro Industrial Deve

"

[T
7]

sment

Asgsociaticn Scvciery (MIDAS) in obtaining funds and legistic su

%)
"t}

crt from
foreign agencies. For instance, IPDC relies heavilv om an Eurspean
Consortium, while MIDAS has been a favorite of USAID.

Tne largest sanctioning agency is, ¢f course, the DGID, which handles

more than 50 perceat of sanctions. In the 1970s, the fregquencv distributicn of

its sanctions was fat tcwards small firms. In the 1980s, it graduallwy

[H
Tt

-

startad receiving applicants in the middle size-classes. In the 19270s

sanc:ioned-invescaent'predcmiqancly for developed areas. 1In the 1980s
that imbalance tended to be corrected.

Tts other department, DCIC, gsve sanciicn ts firas largelv Zreom less-

cdevelcped (and to a lesser exceant least-developed) areas im the 1970s. It

contiaved that pattsra, but with lower prominence in tne 198Gs. Two

intrizuing conclusicns can be drawn from this pnencmencn. Firsz, despite

widespread cricicisa of the Department of Industries about red-tapisz and

u

r{

o

ezucracic sleth {perhzps, in-part, leading to the raceat replacement of

he decarsmeatr by an "Investmentr Board'), the advantages of the stamp of

Tt
1

i1

poroval from the DI is clearly more attractive than alteraate sanciioning
avtheritias. Tor iastancé, the DCI zpproval is often necessary for iaport
iicenses. Carctain tax bresks are also given to the Siras sanctioned bv the
B2I. Second, tne crizticism of red-~tapism and corTuption 1s also valid for
the remaining sanctioning institvrions. During our interviews with some
private apex agéney representativas, similar sentimencs were echoed.

Krishi Bank was hardly in the sancrioning business in the 197Us, It

enctered in che 198Us with a tendency towards meaium-zize firms.
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Interestingly, BESCIC's sanctions appear more in medium-size 1ndusciries

—~
8]
n

gefiined in terms of investment value here) tham small., Its sanciions
ar2 almost uniformly spread across developad, less-developed, znd least-
develcped areas. .

The C3 and the grbup-of sencticning agenciles put under che cat2zotTy
others” specialize largely im small inveszments. .
The study of the sancticning process gives sone insizht inco the

interaczion between private investors, on the one side, and public and

semi-public sanctioning authorities, crediters, and incentive-adoiniscering

T

governzent offices, on the other side. The leng delavs and complicatad
procaduras of the investment-sancrtion process are believed rfo cause

disincentive to genuine invescors and izceative to renc-seekars. lMuch

RN

icient sznczloning servics i3 GoW

n

optizism in terms of expeditious and =
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of the President. It remains to be se=n how far the reform helps things

Finallyv, we presentc a brief picture of investment by developed, lass-

developed, and least-developed area.

Fémo

.5 wzs discussed in Report 1 at lensch, policies aimed at promoting

1

[

the dispersal of industries to outside Dhaka and Chittasong have existad
during most of the period since Independence. Fiscal incentives consisct,
arcng others, of machinery, lower tax on the purchase of industrial plots,

2 moratorium on income tax during initial years, and ocher rax breaks.

Relatively easw credit is available both in terms of eligibility and low

of Iavescmenc, under the direet chaimanshis

-y -
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(IR
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interesc charged. Industrial escaces—-~wicth their amenicties, technical

anc marketing assistance (from MCTs, BECZICZ, similar ocher zoveramentzl
ané foreign orzanizaction)--are mieant to provide adgicional stimules.

Cur izprassicns.frcm the Apex agsncy suTvey on che receptlvaness
el :

eatresrendurs to '"move out” in the rural arza

n

ara at best mixed., The

(1]
i

priva:s avestors acknowledzes that the tax benefics are imoressive.

Neverthelass, the qualitvw of the induscrizl ascazes im the lass and lazs:s
developed areas the law and crder conditicns, lack of infrastcruccure,

distzace from markecs, are discouraging fzctors to the induscrial develcp-

-

deat of backward regions.
A cabulation of new firas ard inveszaen: by econagrzzhic area is

given in Table 14, 3Bar diagrams in Figs. 8 and 9 provide a visual piccturs

cf hew relacive shares of invesczent have changed between the caree

aconegraphic areas. It may be seea that the coaditioas ia the lats 1%70s

througn 1980-31 were favorable to less-and-leas: developed areas. -IZ

the NI?S2? had any interrezicnal izpace, ic was ia favor of developed areas.

4

This result holds consistantly <for boch che number of firms and the amount

(o)
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<
o
w
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H
o
i
e
.
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DESPL:E thne acparant premeliilen of cecall 2 5

o

)

-1

=

P

cn anc

o
"

- -
i b

(2]

ecyg

par=icisation at cthe upazila lavel during the 1980s, cthe less-cdeveloped

- -

ané least-developed areas in relacion to developad areas had never had it

s¢ zoed as in the %—years around the turn of the dacade. Why backward
reas had a possibla becter deal during those years will bé verified in

Report 21, where annualized seriz2s of various paliecy variablas, along wich

other variables, will be analyzed to answer this questionm,
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Briel Conclusicns
nls rasert, wWe saz suz wizh tug ohfeczivas: za ifamrifs aroanca sgznor:

sess5 Lhe impac: of pelicies, (Concerainz the latrer, w2 szartac s

s that major pal~*v chanz2 t> promoCa private inwesgmaa: cam2 Ln fhe

waxe of the NIPH21, when investment incentive wer2 fon2d up, the fempo <fF
libeczlizstion and priwvatizacicn iacrteasad, and when the investmen:t sanceilozmong
DTOCess was supposedly simplified. Accordingly, wa locza< minutelr at zofsitls

stiis

W
m
e

4 kinks in the growth paths of different indusctries afzer 19382-:33.

icant upward jumms in iaovescoent 1a diffasrar

o
¥
Fiy
'-l
8
.
<
n
1
0
3+

w
1
b
fh
[

induszries in 1983-84., Had we looked at the period consisting of 2 yezr G[elore

Eng & ve=zs afzer the NI? vear, namely 108

-~ -~ - o —~— . - A S -
1-82~~1%83-3., the ccoelusicn ¢ L3

-
t

izmpacs of NI?82 would have been unassaflebls Thaz was, indesZ, th=2

cenclusicn of the analwysis of fcoral factor productivicy in Reporz 3, as :the datz

Census,

obsarved,.

mav he recalled chac in Repor:z 16, based on the analwsis of ths

anzlysis were not gvailatls bevend 1983-3%, When we examin=ch:

zpear as debbles. The picture is quits wivid ia hancloem and jarman:

b

n3 up viin

s. In che 1938Ys iovagtment has shoewn ne sizas of cacch

itudes of inveszmen: of che lacs 1970s.

a clear upward kink in emplovment expansion around the year 1977 was

There was litcle deviacion atfcer 1982 from the lonz-run ampls:menc=-

2

n
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expansicn trend of the period srom the late 1270s throush 1933-3%7. Looking back

on Repert 3 we find that the tetal factor productiviev resul:s de not szec

to contracz the scated resulr either, These findingscend to iacdizste thas .

tte lomg-run trend in growth was set -in the late 1970s, which, in 2 wav, could
be expected to gestate after the war-ravaged eccaemy had gone threough its

trough cf diificulc times in the first half of the decade of the 1970s.

Does that mean that investzent-incentive policies have been Znefzcrive?
Not necessarily! For a review of the history of policies since Indepencence
in 1%71 (see Report 1) iandicates that private investment-promoting policies

had ia realicy begzun-in the lace 1970s. The well-known massive credic

program by donors, too, began in those years (which ran inco ctrouble of high

. r

overduaes by the mid-1980s). Aczordingly, a Droper test of the impac:s of
policlias cannot be made withour znalyzing the changes in policies alonz wich

cther rajevant variables over a lomger period of several vears, iastead of

cre chasen year of a major polié} change. This test will be made ia Report 23,

Azeng other resules, the following may be nocad:

?Priza facie evidence sugzests that insofa:‘as‘che tates of groweh of
privac2 investment are concerned, thg DI data are more rel;gble than any other
source, in:lu&iug the esctizazss of the CMI and cthe Planning Com?ission. ’

T=e induscries that responded positively o the NI®82 and have showur,
bv ang larze, a comnsistent growch siace are oniy 3 ot 4 out of 290 scudied
hera, mamelv, bakery products; tanning and finishiqg; wooden Eurnifure; iron
and Stgael mills; the bolt-nut-rivet industry; batteries; and probably radio

and IV and wire producets,

Pl

Import-content of investment is directly relacted to the size of the fira,

-as-expected. Small size~classes require Pfactically ne direcc foreign exchange
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beems and ebts in a subsequent repor:
Abeut 10 four—dizit manuiactur

the top four positions in terms of th of new Investmen: iz

m
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o]
i
fal
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tn

mest of the years frem 1976-77 to 1985-86. &As a firse

approxinmaticn,
therelore, they sheculd be cecnsidered to have relatively hizh growth poten-

tial ia the 4FYP?. These include: Cotzcn Textiles;Tannery and Leatner

Products; perhaps Batteries, Rice Milling, Cizaretzes, Fruir and Vegetables,

I

Bricks, Disvilled Spirits, and Priaciaz and Publishiang; Chemicals n.2.c.;

i1k and Symtnetic Textiles; Iron and Steel Re-Rolling Mills and Fabri-

0

. s .
azed Metals; Cardage and Reres;Fish and Sez Foods; Agriculzural Mechanieczl

"

[

+

guizzment; Dyeing and Bleaching Textiles; Match Manufzacturing; Fruic and Ve32-22-
Processing; HEydro Vegerabls Qils; and Allopachic Maedicines.
in the folloving 4-édigit induscries, their zedizmo-siza-classes occupied

posiricns zameng the big 5 size—clezsses ol invastrent of the year:

Truit and Vegetable Processing (for 7-years)

Tron and Steel Re-Rolling (for & years)

-

Fabricated Metals (for 1 vear)

Mezsl, Barrel, and Drum (for 1 vyear)

[ 1Y

(

th *

Silk and Svathertic Textile or 1 vear) .

}ie

+1
}

he middle three incuscries fall under what is generallyr referred to
as light mechanical engineering industries.:

In subsequent studies we snall be examining sevgral of cthese industries
more minutely to further verify whether they stand other tests of being

.

growth segtors.,



In this report, as in several others, we have besn searching

the probadle sources of industirial growth in Baznzladesh. A dasressing

ey

[= -

rasul: Icund so far is a ccouple of budbles in isvestzent lastiaz no morsz
than a year or tvo each time and relatively longer periods of siuggishness
in *.vest221 A chearing resulc for an eccncmetzician is tae wide
variacicns that have been observed in various face:is of induscoizl growch
as well as industrial policy parzmezsrs {such as the effective ratss of
assiscance). In particulay, an industrial boom was obsarved during a
coupla of vearcs immediately_praceding the tura of the dacade, Sbecificallﬁ

1973-230, which has not been repeated since, despize two landmarx policy

1¢82 and 1986, stable government during the 1980s, umprecedentead

o
Fn

H
U
t
¥

s

2]
m
"
n

ive foreigun aid, ané so investzent was hizher than ia any pariod belfora

-
T

t2r (Fiz.3); swall and medium industries ~Fflourished with relatively

iy
(1]

T

0

larger shares and higher rates of growth of investmenat (Tig.%); the

impor:z content of investnent was lower thaa ia the 1980s (Figs. 3, 6); and
bacxward regions (the so-dafined less-developaed and least-daveloped areas)

experienced higher relarive rates of industrial growth than at any other

tize (Fiz., 8 and 9)., It is probzbliy true that repressed investmen: of the
war-ravaged period of the preacading years spouted out in those policically
scabl2 years after the turmoil -of polititcal assasinations ane coup d'ecacs.

But econcmic factors anéd policy parameters also chanzad’ (see Faporc 1).
Moreover, several aspects of induscrialization of thosa years are evidencly

more desirable than t®e same in ocher years, e.g., relacively higher growth

of backward areas, small industries,- and import-saving investment. An

gy i
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aa:vsis becausa of
mav reweal scme of the scurces cf porential growth

so desperately seavching fzr. To that.exploration

subsequent repor:.
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the relevan: variabies,

in this counITy we are
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Table Z.-vIndustries exceeding Taka 50 million nominal invescment in
1982-83 or 1985-86, DI daca

P

1982+33 T 1943-86
Code Name ef the S=cror _—

Absolute Share Absoluce Shara

. Investczen: in Investnenc in
. in Tk Mill. ‘fotal in Tk Mill. Tecral

(1) (2) (3 (=) {3) (6)

(Tx Mill.) ) (Tk Mill.)) &y

3114 Tish and sea focds 800 28.82 77 1.00
3122  Bakery products 3 A1 54 €3
3141 Cigarer:zes 100 3,60 13 .15
3204 Silk and Synthetic tex 0 0 3153 40.45
3213 ¥niteing mills 2 .08 54 .13
3215 Spooling & Thread ball ; 27 .99 51 .66
3219 Tex manufacturiag 0 . 0 - 207 2,63
3231 Tanaing and finishiag 7 .24 320 4,11
3233  Leather products 443 16.13 27 .35
3411 Pulp and paper 3 .11 2358 3.31
3¢12 Paper board manufacturing 0 0 33 71
3522 Princing & Publishing book 43 1.53 93 1.1¢
3502 Allepathic & Medicines 13 LAT7 2582 3.74
. 3569  Rubber products 6% - 2.29 237 3.03
3612  China and ceramic o] 0 91 1.17
3822  Glass prdduets . 101 3.63 30 .64
3711 Ircn and stael basic 0 N 0 371 4,76
3713 Iton & steel rerolling 1299 7.15 609 7.80
3822  Agri. machinery 39 1.41 172 2,20
3825 Indl. nachinary 0 0 54 .62
3829 Mech. and equipment 1G7 3.35 287 3.68
3832 Radio and tel. S5t 1.23 101 1.2¢
T383) Elec. appliances . 12 .43 77 .99
3835 Elac. bulbs and rubes 9L . 3.26- 245 3.13
3821  ship buildiag 37 1.3% 15a 1.98

-t Wbt b e
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Table &.-~industries wizh low perzzan:
iavesizent, 1981-32 through

-
-

B3otzece 1C Indusisie
=

Toreizn Comoonens

rufn
e
0o
i
'al
[ ¢

7}

1985-1 1%31-2 1T%E2-3  1F23-a4  1%58.-3 1683-2
(3 (I () {-) (3 {4, (72 {3y
(%) () ] s, {a (%
i Daicy ?:ad:b - . . S . .
13 _Edible oil .. . ¢ . .. .-
jirg Grain milling .. . .. . c .-
3il9 Rice nillicg - - .. .. .. 7 ..
3li3 Zaria and equiv, . .- .- v k! .-
Ji228 Bakerv prod. . 3 .. . .. ..
3z51® Ccoten texcile . .. 6 - .. ..
32Cb Eandlocm 2 .. -. .- _- i
3213 Xaicting mills - .. . ‘e .. L
3252 Lazther footwear N . e .. . . & .-
3222 Saw =mills .- 6 4 3 .- .-
3222 Paincts and varaishes .. - - . .- 2
3522 P2riumes and cosmetics . .. .. - .. 2
3233° Rustar pred. - .. C .. 12 .
3583 Mis, plastic prod. .- . . z .. .
3622° Glass products .. .. .- .. g ..
38%C Ericxs, tilas .- 4 - .. .- -
3€32 Reirzcrorias 3 .- . .. - -
3711 Zron apd st22l =nills .. . .. 9 e -
37128 ~Tecn foundsw .. 4 & .. . .
3332 Hand and edga teol 3 - .- .. . .
38042 Turaniture 1 3 .. .. )
3§cead Wira products .- .. .. .. .. B
33064 Czensils alluz. . . . z .. ..
3813 Mzz. harrels atc. L .- 2 . .- -
3812 Tin cans .- v .. .- ..
3319 Tit. mat. proc. - z 3 - .- ..
I&C2 2 zech. ecuip. .. .. .- 2 18 .
3324 = 2 mach. .- z - 3 .. .-
2322 Znd, machinerizs .. . . - - P
3233 . EL, ang., faxn . “- L . s .. .-
333- Ins. wire and esbla - .. 7 -. .. -
3525 Baczarias 5 .. - .. .- ;
3&-C Shiz buildings 1 .. .. - z
33.a Mecor vehicle 4 1 -- < -- -
2340 wclas and pedicabs .o .. .- .- 7 -
3gel Cocical goods o 4 .. .o - .- .-
3938 PencilP: .. -. .. .. 17 ..
3949 Other mig. ind. brushes .. b .- .. -- ..

%Inese industries also appear in Table 3.. That is, they are ip the cop 10

- - e -
industries ranked according to high investment grewtn races ia the post NIPB2 pez:

These are also the industries vhose investoent growth vate fell after 1981,

F



—
Py
-
:2
-
-’

(SN ]
~1

Table 7.--Numbter of firms that enterec the dvnamic, izoporc-saviuz-investzen:
industries during the 6 years from 1980-81--1985-86, by size-class,DL data®
Size-Class
IndustTy
I Iz il: v v VI Tozal
Jizz Zakery Products 12 2 13 13 12 H cC
3712 Iresn & Stesl Pred., 5 B 53 23 2 i cz
35:9 Rubber preducts 10 22 20 b 2 G &80
362z Glass products A 5 10 z - - ~=
3201 crron textiles 21 13 2 2 3 28 &%
3304 Furniture 63 57 4 7 i i 1%2
38C8 Jire produccs 5 9 2 5 0 0 L3
38C¢ Crensils, Azluzm. 3 10 25 7 0 1 L9
3838 Batraries 4 12 10 4 0 1 22
; .
a_ . - - . : ..
~ne size-classes of this data series were demarcated accordiag to
rezl favestment (I) in 1v86~87 prices. They are defined below:
Size-Clzss Range 1n Millions of 1986-37 Takas

1 Taka 1.£.0.5 eqguiv. zpprox. USS I <2 15,067

2 Taka 0.5 £ 14 1.5 i5,607. £ 1L 50;700

3  Taxa 1.5 £ 14£ 5.0 50,300 £ I <2 165,700

L Taka 5.0 £- 1£.15.0 165,0u0 £ 1.2 500,900 )

5 Taxa 13.0 Z. 1.230.0 586,000 < I .~ 1,00C,000

. -

o Tara 30.0 L 1 1,000,000 —~ I -

9 Taka Torzl

Darsiled basizc data as well as saveral tabulztions are availaila cu

. this

cis<21I2s and tapes. For the arrangement of data and ithe var:izbles of
scurcz, see DOCLMENTATION ¥0. 3 (available at the HIID/:SE?PP Projecty.
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Table 8.~-Zxternal and total real investment (in 1686-37 prices), by size-class
- . . a ‘
of firas, DL data

(absclucre values are in millions of 1.85-36 takas)

Year Csmpenenc ' Total Real Investaent (in Millions) by Size-Class
cf
Investoent I 1z ITI Iv v o Vi Torzl
(1) {2 {3) (&) (3) (&) {(7) (8) (¢}
1976~-77 .. Excerzmal ) .15 2.8C 4% 67 1864 1980
2. Tetal L3 59 166 439 313 3576 L33L.
2. (1/2)100 0 .27 1.69 10.43 21.27  52.13 43.63
1977-32 I, Exzarnal 0 1.53 6.8 164 156 2133 2484
2. Total 0.48 53 125 722 L83 ST 35354
3. (X/2)00 0 2.8% 5.44 22,71 33.70 51.00 L5 .36
1973-79 1. Extermal 0 3.04 7.6 206 133 2227 2597
2. Tocal .23 35.4 1 741 628 5451 6325
3. (1/2)190 0 8.58 9.38 27.80 24.36 40.93 37.30
!,- - -
i979-30 1. Ixrerzal ) 1.3 10.9 166 245 4060 LL3%
2. Tetal .46 21.5 o7 681 740 10152 1170+
3. (2/2):C0 0 6.C5 11,24 24.38 33.24  39.9%9& 23,31
i98C~31 1, Exzermal 0 .28 2.38 13z 303 5348 5783
2. Total .59 129 211 132310 1353 12105 14£3C8
3. (2/2)300 0 0.22 1.13 12,07 ° 22.39 44,15 38.81
5-¥r Suz:iszal (76-51) )
1. Exteraal 0 6.31 30.43 7id 925 13632 17319
2. Tocal 1.87 ° 363 983 36323 3499 35472 43646
3. {1/2)100C y) 2.08 3.10 19.39 26.44 44,08 39,68
198:1-82 i, External 0 2 1 3 128 578 720
2. Total .05 43 55 597 6453 1490 2832
3.(1/2)00 0 4.4% 1.82 13.57 19.8:% 38.79 27.90
1982-33 1. Excarnal 0 1.1 2.3 113 153 2197 2466
2. Tacal 1.3 27 6% 6338 583 3713 5323
S.(ZD)1ne 0 4.07 3.48 17.53 26.15 53.1s 49.00
1933-32 i, Exzermal 0 1.2 4 397 3 3119 3884
2. Tocsl 11 171 120 1953 1265 5199 3791
3. (3/2)y100 0 7.02 2.85 19.%0 22.70 - 59.99 66,23
19c4-33 L, Exteramal. 0 1 4 1862 480 3702 4348
2. Total 7.4 25 54 543 1044 8397 8073
3. (1/2)100 0 3.57 . 7.641 29.85 37.97 57.87 53.86
1985-36 1. Exteraal .1 9 8 491 551 3922 4781
2. Total 3.8 124 183 1307 1090 6134 884
3.

(1/2)100 2.63 7.26 4,37 37.57 50.55 60.68 54 .07
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Table 1l--Concd.

Lie-— Total Rezl

Year Class Iavescuen:s No, of » Sharea

(Tk Mill.) Units

() 2) (1) (&) (5)

1982-83 9:-A11 5025 560 100.0C
1l 23 . 85 AT
2 133 1a2 Z.€6
3 570 16 11,36
4 959 111 15.C8
5 443 24 8.82
6 2895 22 57.61

198384 9: All 8072 7498 1¢0.00
1 35 227 LAl
2 98 113 1.22
3 498 163 6.17
4 1487 182 18.42
5 1473 71 18.25
6 L7y 50 33.49

1535-84 9; A1l 8841 1613 100.0G
1 127 5a6 1.44
2 30 o8 3.96
3 1139 374 . 12.89
4 1687 204 18.85
5 854 44 9.6%
6 4702 47 53.1¢

v ey ap——
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Tadie 12.--Concd.

L P

Toral Tetal Share ¢
Year Incuszzy Units IavesIzent Iavestoent
(L) 2) (3) (%) (3)
(So. (T M211.) (.
1932-83 3114 Fish, Sea Focds 12 1443 28, 41
-3233 Leather Prods 15 gl 15,13
3713 Iron Re-rogrl 4 360 7.18
3622 Glass Preds 4 - 143 3.84
314] Cigaret:es 1 151 3.50
3,4 AlL T 360 3026 i00.u0
198384 32Ul Cotzon Text 19 1864 22.71
3207 vyeing, Bleach Text  &a 776 8.3
3819 Fabricated Metal [ 542 584 6.65
3115 Hydrog Veg Oirls . 17 ’ 514 5.83
3525 Match Kazuf. N 4Ba 5.5
3,8 ALL 2152 8781 160.06
193L-85 3201 Cutton Text 24 2422 30.0uv
3525 Matca Manuf. 2 1138 14.06
3207 Dyeing, Bleach Tex:z 36 84> . 10.40
3713 Iron Re-roll 79 608 7.33
3711. Iron, dteel Mzils 18 345 ’ ) .28
3,4 All 768 8073 - 106.50
1885-~36 3204 $ile, Svmtn Text 163 3s877. 40.45
3713 Iron Re-roll” :8 650 7.80 -
3711 Iron, Steel Mills 33 421 4,76
3231 Tanning, Finish 20 364 4.1
3501 Allo, Medicines 40 351 3.73
3, 4 ALl 1613 #gal 100.07
a

The Code 4C0 is noct from the 3IC, but comsists of 2 zerlev cf all
nenmanufacturing firms.  The bulk of these Iirms pelonz to hocals,
rescaurancs, catering, and entertaianiaz. The number 4000 was usad Zor

no special reason excepc that It siaply fellows the 4-dizir zmanulacturizi

industry 3900.

e
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vable 13.~-Tep 5 big~share size-classes of differenc industries with shares in
total investment, 1976-77 through 1935-86, DI daca

Size~ No. cf Toral Share in Investzen:i ¢
Cilass LUn:=zs Iavest~
Year indusoTy in ment . Class cf lncduszzTy
Class Cel, 2 of ci Col, 1!
Indus:sTy
’ of Col. 1
(1) . () (3) (%) (5) ()
: (Cade) xo.) (Tx Miil) (=) (%)
1976-77 3201 Cottoenm Tex: 6 2 8.5 18.57 2071
3413 Pulp, Paper 6 1 557 12.23 12030
3231 Tanning, Finish ] 4 340 7.%48 9.0z
4000 All Non-Manuf, 6 2 lau 3.52 6.90%
3836 pacteries 6 1l 154 3.37 3.72
3, & All inds. of Class @ 6 21 2763 60.606 .
all industries g 676 4334 100.00L iC0o,C0
i¢77-78 3201 Cotton Text 6 2 us5 17.19 17.27
3519 chem. nec 6 3 436 7.85% 7.582
3422 Priac, Publish 6 1 3% 7.1 10,2¢
3215 Cardage, Rope < 2 207 3.72 3.72
4000 All Non-Manuf. 5 e 197 . 3.55 8.3¢
3.% 31 inds. of Class 6 6 25 2959 53.2% .-
11 inds. of Class 5 s &4 952 . 17.13 ..
313 ;;ds. 9 ass 5534 100.00 100.0v
1%78-3¢6 4000 aAll Non—Manuf, 6 -14 727 10.49 22,22
3215 Cargage, Rope - 6 9 59 9.51 9,53
3711 Iron,Steel Re-roll 6 5 483 6.97 9.,9¢
3841 Ship Build, Repair & 2 358 5,16 3.L%
4000 AlL Yon-Manu:z, 5 1z 4 5.02 21.45
3,4 At} indus. or Clagss 6 & 52 3797 54,43 .-
All ipdus, of Class 3 5 53 1176 16,7 .e
211 indus. .9 768 - 6926 100.u0 100.00
1079-2C 3212 Cardage, Rope 6 14 1395 11,452 12.0c
3.13 Sruits, Veg. ] 27 87 g.5a° 15.52
2131 Distill Spirics 6 5 52 g.19 3. 1%
31.3 Fruic, Vesz. 3 30 B39 7.17 15.52
00U ALl Non-Manui, 5 33 733 6.25 12.9G
3,% All inds. of Class & é 26 6223 59.15 -
ALl inds. of Class 53 5 106 2471 21,11 .
All inds. o 802 11704 100.0u 100.0v
12=0-31 3114 Fish, Seafood 6 15 1743 11.70 12.55
3215 Cardage, Kope 6 ] 923 .19 6.67 (¢
3691 Bricks, Tiles 6 6 544 3.65 4.6> (7
3113 Fruits, Veg. 5 20 5u2 3.37 6.23 ¢
4000 All Non-manuf. & 11 499 3.35 g.45 ¢
3,4 All indus. of Class 6 6. 100 B4aB1 56.8y .o
All indus. of Class 5 5 125 2720 18.24 .
All indus. 9 1683 14508 100.00 100.00
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Tabie 13.--Conzd.
Size~ No. of Tozal Shar=z 1 vestzent ci
C.ass Lnics invest- ;
iaar Inlustry in mang Clz2ss of QusITY ¢
Cilsss Cel. 2 Col. ,
- r
(1) (2) {3) (~) {3) () J
{Coce) (lio.) (T Mill {n) [y .
1uSl-82 3207 Dveing, Bleach 6 4 331 7.75 7.9 (¢ 1
3713 Iron Re-Toll & 3 293 6.93 2,3 (3%?
3322 Ag. Mech. Equip. 6 1 123 4,53 3.25 (ZZ)
3713 iron Re-roll 4 20 193 L. 32 12,13 122 ]
3112 Dairv, Iceplant 5 3 169 .63 Z.82 (38
3,5 All incs. of Class 6 6 24 1780 4.0l .-
All inds. of Class &4 &' 130 1137 25,5 .. ]
&1l inds. 9 .635 5270 10u.Cu 1cu.Cca .
1987-23 3114 Fish, Sealfood 6 11 1420 < 28.33 23,32 {1l '
2233 Leather Prods. 6 2 753 14,082 15.23 (23 !
1713 lren Re-roll a4 =t 254 L.66 7.3 (24
3E22 Llass Prads. £ 1 131 3,50 3.685 (=) :
3141 Cigzarer:sas 6 1 8. .80 3.50 (1) ;
3,4 All iads. of Class 6 6 22 28%5 37.51 .- . :
Al indz. or Class 4 4 11 933 18.C8 . )
a1l inds, 9 390 5026 160.50 250.50 i
i8B3-3a 3201 Cetten Tex:. 6 7 1963 22.35 2.0 (42
52G7 Dveding, Bleach TExc, 5 290 450 5.38 3.8 =4
3325 Mageh Mzanuf, 6 1 485 5.51 3.31 ()
3819 Fabricatzg Merzls 3 izn 334 3.30 c.53 (=2}
3813 Meral, 3arral, Dric 3 g 250 2.%4 4,40 (223
- 1, 4 A1l ines. of nlass b6 6 2L 3543 L. 37 e -
Al: inds. of Crass 3 3 286 1333 20,82 .
Al inds. ef Class 5 3 g 1053 1:.3¢9 .-
i} izgs: of Class 9-° 9 2152 g7el 1I5C.0u 1Ju.2v
I&84-33 3201 Lorzmon text, 6 21 23238 29.:3 30.06 (%3 X
33253 Mazzh Mzanel, B 2 1135 1-.06 12,0 (2}
I712 Izon Re-zoll 4 67 325 6.52 7.35 .8
J2C7 Dweing, 2ieach 5 18 3vs L.9- 0.5 (e
3207 Dveing, 2leach 6 5 37w .38 10.35 (Ct°
5, & All inds. of Class 6 & 40 4220 55.49 .. t
All inds. of Class 4 N 13. 1487 18.42 .-
All inéds. of Class 5 5 7l 1474 18, 26 .
All inds. 9 - 798 8073 100.00 100.90
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Table Vh,==Ho, ol anits sane Choned o sdnes ol it s aind tevestment by ceanagraphile avea, Boadara
el Sy s i mmw w e Mna mm % mam k4 b dmd b mmmm = pmmeem b m e ey e e e e T ey e 8 vt bm A e mem bk e b b waie a Aaduil o sam ik ames §iatm mm b e B B e s i e ---!'!-N- —— e w
Ateg R RV o A LY P2 R LR LT PR S LT R I V) P [ (I R YT O I TOHT-H2 T982-08  Ja )-8 - Pada=-0h  1ubs e 'I.-l”.ml‘-;{‘
1. Ho., ol Flims

Deve Tuped 410 Y b P 1Y 310 4HY 1442 WOt I E¥2iR
Less-Peveloped 154 b 234 268 401 114 b24 a1y 123 4N 140

Least Developed o 190 194 2 Y74 RTH 2 296 i) i1 I
Futal Wil B4 Iul B0 by (Y4 58/ N4 189 Y, FUbES

2.0 Pereent Share ol Toms

Deve loped 14,494 b, 42 an.n2 (I DU T/ B A L 47,40 0 760 Y 15,400 hit MR
Less-Develouped 11,1 ET i, 99 I by, 41 y2.12 21,12 19,04 9.9 2003

lLedast Develupuel bo2y 1.1 Lo 25,05 34,40 19,1y holl A Homm 21,29

Taotal 1N O} 1) (] < M) 100) 104} JOn 1M fri 14t

1o Percent Share ol Tnvestment
L L L T 2 I S Ii i L o m T M DT e T .l i 4 R Do L I L N L T T T e TSt b Y T el i m 2D s e e AT o Tl = - -

Deve lapod .0y PR PR 3 I Hhoh? Gt il LIPS B B B T oo ol S YD

Less-Deve lopud 17,80 i 18, B4 20n Th Y SH, O EPLE! 14, U4 149,04 R TY

least Beve loped bobs n,m WL Th.th Ih, 12 14,11 1.2} EPR B Hoddh I P

Total ’ 1) 114) [ L) Lo 1 Tan 1(H} 101 T 1) Hin

] 1y ] ' “ “« " R
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Fig. 2.-—Dyn3=i= import-saving indusccies by vear,
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