
riniitiisit. cmisn. 

All JI11.ITICAT1O1I OF V)YWIJIIC SECTOrIS 
Iaind 

A? A~SIS~ItIE1lT (it. tiil zIlrhcT, or rqLl ci ~ 

Evidetice from the* DI Slats on 

f INVESTMENT 

C. G. Snlw0tn 
tVhjmul Ihm56aj~i 

A 

linia IiuP'iOIf'//4gf 

i 
I ft 

I 
I
J 

'ft I 



* l'r(!11II)Ifl:bry I)tui~ 

II) I/ES.P tcPrcjct 
rlailir. Cnmmissinn 
Feb: unry 35, 3989 

AN IIatirlTICATION OF DY1dIIC SECTORS 

and 

AN ASSFSSHENT or-THE IrCT OF rOLICIES 

Evildence from the DI Data on 

I 14V E4,S TM.ENT 

Iesearch Tenm: 

G. S. Sohota 
Najmul 	 liossain 
hainul Ilogq 
K. K. Sanyal 

nII t/lS~sr 1Oai<,lac ?/'L Z 1/0. /*. 



HIID/ESEPP Working Papers, 1987-8S 

Working Papers 

New No. Old No. 


1 1 


2 2 

3 3 

4 4 

4a 4a 


5 5 

6 8 


7 9 

8 13 

9 14 


10 15 


Tit l e 
No. of 
Pages 

A Historical Survey of Industrial Policies with 
Special Reference to Small Industries in 
Bangladesh 53 

Methodology of Policy Analysis 77 

Total-factor Productivity (TF) 
by Size-Class Qf Manufacturing 

and Efficiency 
Enterprises 94+100 

Impact of Policies 
Economic Census--I 

since 1982: Evidence from the 
67-100 

Appendix B - Detailed 
Economic 

Crosstabulations 
Census 1986 98 

Set of Questionnaires for the Muitisectoral 
Economic Survey of Bangladesh. -

. 
102 

Methodological Note on Effective Rates of 
Assistance by Industries of the 1-0 Table 15 

Estimates of Effective Assistance 
Products 1974-.75-1987-88 

to Textile -

20 

An analysis of the Impact of Policies by Size-class 
of Establishments in Bangladesh: Paper presented at 
the HID Research Confference, Marrakech, Morocco, 
Oct. 26-29, 1988 36 

Set of 4 Documentations of Data Tapes 25 

The Extent and the Distribution 
damages in Bangladesh 

of the 1988 flood 
73+148 

-'a­



HIID/ESEPP Working Papers, 1987-89 Contd.
 

Workin2 Papers*
 No. of 
New No. Old No. Tit 1 e Pages 

11 16 	 An Identification of Dynamic Sectors and An Assessment 
of the Impact of Policies: Econ. Census--II: More 
Analysis 58 

#12 18, 	 An Identification of Dynamic Sectors and An Assessment 
of the Impact of Policies, Evidence from the DI Data 
on Investment
 

12a 18a Appendix--An Identification of Dynamic Sectors and an
 
Assessment of the Impact of policies: Evidence
 
from the DI data on Investment: Basic
 
Tabulations and Documentation of Variable
 
Records 90
 

13 19 Impact of Policies: Evidence from a Survev of 
ncustrial Leaders 61 

14 20 	 Effective Rates of Assistance (ERAs) 32 

15 21 	 Impact of Policies and Identification of Growth 
Sectors--An Econometric Analysis 180 

*This working paper.
 



preliminar: Dr.4X 

HfID/SEP? Project 
?lannint Conmission 
retruary l,, 1989 

AN IDENTIFICATION OF DYNAMIC SECTORS 

and 

I&-LACT OF POLICI±SAN ASSESSMENT OF THE 

Evidence from the DI Data on
 

INVE S TMEN T 

Research Team: 

G. S. Sahota
 
Najmul Hossain 
Mainul Huq 
K. K. Sanyal
 

Repo'rtL
ii l. !i',P !h' , 



Sec=:,Cr. 	 ?acze 

A. Introduction 	 I 

1. Appropriate series of data for growth 
and immac: analyses 

2. Panel/zime-series data assemblec in this project 

B. 	Anal-isis of the DI Data
 

Limitations of the DI data
 

C. 	Szpirical Findings 

Aggregate results , 

Analysis at the 4-digic-industry level 10 

Industries -hich responded positively to NI?82 11 

Industries which responded ne;atively to NI?52 1 

Foreign-exchange intensity of industries 

Analys.is by size-class 

Did small enterprises share in the post-1982 exzansi-z? 'A 

Handlcom and garment industries lu 

A peek 	at sanctioning agencies 7C 

D. 3rief Conclusions 	 25
 

59
:ooclaces 

Append::xes (Separately bound) 

A 	 1-68
 

B. 	 -69-/3 

ii
 

http:Analys.is


List of Tables
 

Table Pase ­

1 Rate of growth of private industry investment, 
1976-77 through 1985-86, DI data 31 

2 Industries exceeding Taka 50 million nominal investment 
in 1982-83 or 1985-86, DI data 32 

3 Industries which responded positively to SIS2, DI data 33 

4 Industries which responded negatively to K1?8:, V! data 3­

5 Industries with high percentage of foreign component 
investment, 1981-62 through 198.-86 DI data 35 

6 Industries with low percentage of foreign component of 
investment, 1981-82 through 1985, DI data 36 

7 Number of firms that entered the dynamic, import-savins­
investment industries during the 6 years from 1980-81-­
1985-86, by size-class, DI data 37
 

8 Ex:ernal and total real investment (in 1986-87 prices)-, 
by size-class of firms, DI data -33 

9 Growth and decline of Industry 3206: Handloom Textiles 
- industry, DI data A0 

10 Growth and decline of Industry 3221: Garment =anufacturing
 
industry, DI data L
 

11 Relative shares of different size-classes, 1976-77 through
 
1985-86, DI data
 

12 Top 5 big-share industries of the year and their shares in
 
investment, 19/6-77 through 198i-86, DI da:a L
 

l top 5 big-share size-classes of different industries wich
 
shares in total investment, 1976-77 through 1935-86, DI daEZ L6
 

'l No. of units sanctioned and shares of units and invest-ent
 
by econographic area, DI data Au
 

iii
 



List of Figures
 

Figure Page
 

1 Dynami: and import-saving industries by size-class: 
cumulated number of new firms. from 1980-31 to 
1985-86, DI data. 50 

.2 Dynamic import-saving industries by year, total number 
- of newly entering firms, 1981-86, DI data 51 

3 Total private investment and the external component 
of private inve tment, 1976-77 through 1985-86, DI data 52
 

4 Investment by size-class, 1976-77 through 1985-86, 
-DI data 53 

5 Percentage of the imported component of investment to
 
total private investment, 1976-77 through 1985-86,
 
DI data 54
 

6 Import content of investment, 1978-79, 1985-86, 1976-81, 
and 1981-86, DI data 55 

7 Shares of new firms by size-class, 1976-77 through 
1985-86, DI-data 56 

8 Percent share of new firms by econographic area, -1976-77 
through 1985-86, DI data 57 

9 Percent share of investment by econographic area, 1976-77 
through 1985-86, DI data 58 

iv
 



HIID/ESE?P Project 
Planning Commission
 
Report No. 17
 
February 15, 1989 

AN IDENTIFICATION OF DyNAnIC SECTORS AND AN ASSESSENT 

OF THE IMPACT OF POLICIES IN BANGLADESH 
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A. Introduction
 

The most important information needed for development planning is an 

identification of potential growth sectors, the sectors which have compara­

tive advantage. Who benefits from growth of different sectors is also 

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

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

significantly impacted without growth, in particular the growth of labor­

incensive sectors. An equally importanc relationship to determine for 

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

are amenable to rapid growth through intervention. For if a sector has a 

high comparative advantage and will grow at fast rate if left to itself, 

government intervention should be minimized. If it is highly reponsive :o 

incentives, intervention may be in order. The objective of this report, as 

that of several other reports of this project for that matter, is to identify 

growth sectors, dynamic size-classses, and policy impacts. 
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1. 	Avorooriate series of data
 

for growth and intact analyses
 

To identify such sectors and to assess the impact of policies on these 

sectors, ideally, one should get hold of panel data, which are most appropriate 

for discovering the internal dyanmics and behavioral patterns of decision­

making micro producers. Since panel data are hard to come by in developing 

countries, time-series data by subaggregates and size-classes of industries are 

the 	next best raw material for the purpose. 

So far, we have succeeded in assembling one series of panel data and three 

sets of time-series data.* Each of the four series complements and supplements 

the 	other and provides checks on the results of others. These series, however, 

do not have all the data we-need. Accordingly, a survey is in progress that 

will generate information not available from existing data, including some ti=e­

series data by asking questions on the values of critical variables for several 

past years. 

2. 	 Panel/time-series data 

assembled in this project
 

The 	 panel time series data already assembled are the following: 

Tctal-fgctor productivities, cost, output, etc.: the CMI data.-Annual 

panel data for total-factor productivities and several other computed indices 

as iell as basic variables from the CQI, by establishment (about 2000), coded 

at the 4-digit-industry level, from 1974-75 through 19b3-84. 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" 
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(those which existed from the initial year to the final year of the ­

reference pertod), "new" (those wni:n did not exist in the initial year 

but encered in subsequent years), and "moribund" (chose wnich existed 

in the initial year, but dropped out in subsequent years), and so 

forth. 

New establishments and emnlov=ent: The Economic Census data.--Annual 

time-series data for new establishments by type (whether mechanized and 

using power, etc.) and employment, from The 1986 Economic Census. The 

formac of this file (most of which'is also available in printed form) 

consists of data for calculated totals prior to 1972 and then annually 

from 1972 through 1986. The variables are arranged by 4-digit industries 

and by year in rows, and by size-class of industries in columns. Year-to­
r 

year rates of expansion of establishmnnts along with employment are 

calculated and inserted in the file. The data are also tabulated by 

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

urzan and rural sector. The number of 4-digit-industries formed by jnewly 

entrant establishments ranges between 120 and 300 in different years. 

Investment: the DI data.-Annual time-series data for investment 

(internal and external separately), by sanctioning authority, by economic 

area, at the ;-digic-induscry level, from 1975-76 through 1985-86.1 These 

data were copied from the unpublished records of the Director General of 

Industries, where firms are registered. Races of growth of investment 

and various other statistics were computed at the 4-digit-industry level. 
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The nurber of enterprises that have registered -ith the DGI (al:hough 

cheir Lnvesten: may be sanctioned by different azencies, including 

BSC:C, Sonali Bank, and others) ranges between 600 to 2000 in different 

years. The number of 4-dizit industrzes in which tnev fall in any one 

year is around 70. 

Effective rates of assistance: series zenerated in the ESE?? 

Proiect.--Annual time-series of data for effective razes of assistance: 

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

subsidies, price-quantity controls, and bans, -and ocher .policies, 

translated in terms of ouasi-zaxes. The data ware collected from diverse 

sources. The exercise involves subtle conceptual problems, tedicous 

product-macching procedures, tricky cost and input-output structures, 

fine domestic and border price determination, and time-consuming data­

collection process. The effective rates of assistance were calculated
 

for about 100 proaucts, coded over about 3-score 4-digit industries, ror 

the years from 1974 through 1987. 

B. Analysis of the D! Data 

The presenc report is based on the DI time-series data on investment. 

To begin with the limitations of this source should be noted. 

3. Limitations of the DI data 

(1) This source includes only Private investment. Fortunately, however, 

in the present report we are interested mainly in private investment. 

(2) An impression is helo that in general only those firms care to 

register with the Registrar of the Department of Industries, Ministr, or 

Industry, which wish to avail themselves of the facilities or assistance 
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provided in government 's industrial policies. in particular, very small 

owner-operared units may not be adecuately represented by this set of 

data. The coverage is not believed to be complete for any size in any 

year. From the magnitudes of investment that will be seen in the 

empirical part, however, the statistics seem plausible. 

(3) Even if this source is a reasonable representation of new private 

investment, it is still deficient and does not reflect total net investment, 

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

down. On the other hand, the BMRtype of investment expenditutes do not 

get counted, unless the old firm making such expenditures was previously 

not registered but elects now to get registered. 

(4) The data pertain neither exclusively to sanctioned investment 

nor purely realized investment, but an admixture of both. In this respect, 

2, 3 years moving averages would probably be more significant than annual 

figures. The difference between aggregate realized and sanctioned figures 

as available from the newly formed Board of Investment (previously 

Department of Industries) is quite large--the realized values range 

between .one-third to one-half of sanctioned values. But they do so, more 

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

are probably not going to be significantly biased. 

Even though, as just remarked, moving a'erages are likely to be more 

realiztic than annual measures of investment, to be consistent with other ­

time-series we will continue analyzing the a=ual series of data. 
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(3) The esti-ates of ac:ual investment, as ein t la nnin 

Corrission's Plan Dccu=tnt for the Second Five-Year ?:an LTa~c 1, CAIs. 9 

and 1U), lie betwetn 3A. to 171. of the investment in the Di szurce. The 

Planning Commission makes independent estizatEs. Therefore, the two ra:es 

can diverge. The DI estimates will fall short. of ac:al inves:=ent inscar 

as the DI's coverage is incomplete or if at the rime of registration 

entrepreneurs understimate their own resources and gi-:e figures for 

borrowed funds only. One may be tempted to give higher credence to the 

estimnates of the Planning Com=ission. Unfortunately, they are, firstly, 

available only for the 5 years of the Second Five Year ?ian of the reference 

period. Secondly, they are aggregate and are not classified by industry. 

Thirdly, for all practical purposes, the Planninz Corzission's figures 

of private investment are nothing more than incellige:.: guesstimares. 

Essencially bank credit is taken as the base. Assume- percentages of 

self-finance are added to the bank credit to get totals. A second layer 

of assumed percentages is added for investment nor based on ban crec::. 

Invescrnt in transport sector is a blown-up figure 1egally imnpor:e 

machinurv. 

Public investment is eszimated by annual develo;=en: plan, AD?, (3). 

plus change in scocks (mainly food and fertilize:), ?7s :0oc-:or-c:&, 

plus net transfer to public corporations. 
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(5) The coverage is sma12. The source includes only new fir=s. As 

against the noted limitations, it may, however, be stated that this data se: 

is practically the only disaggregate and time-saries source of investment o: 

any reliability for Bangladesh. The capital stock and investment data in 

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

I/0 ratio calculated from the CI was found to be unbelievably low of 0.19 

in "old" industries and 0.26 in "new" industries. Moreover, while the less­

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

magnitudes of investment for GN? estimates, that does not necessarily bias 

the rates of growth of investment. Also the coverage is large enough to 

-account 	 for a high fraction of total industrial output, as may be judged 

from the number of firms registered since 1976-77. For instance, the . 

cu=ulated nu-mber of new establishments from 1976-77 to. 1985-86 is 9591 in th: 

D: source and 75,000 for more-than-4-worker establishments in the corres­

pending industries in the corresponding years in the Economic Census. 

It may be seen that 3785 establishments entered the manufacturing' 

industry during the five years of 1976-77 through 1980-81 and 5808 in the 

following quinquennium. For either of the two quinquennia, the number of 

new entrants is higher than the erstwhile annual coverage of the CUI. 

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

it is. We believe, however, that even though the DI investment figures ma-: 

nzt be suitable for estimating national accounts, their rates of change and 

such ratios as the external investment to total are not likely to be wide off 

the mark.
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C. E-pirical Findings 

Detailed calculations of basic data are ;ive. in ADnenJi:-: A. Th= ­

documentation for variable locations in the computerizeu Di dzta is ;ivcn 

as Appendix S. The statistics considered relacively more relevan: to the 

purpose in hand are summarized in text tables. 

4. Acereance results 

At the aggregate level, interestingly, the private investment picture 

was quite promising during the 1970s, but not so during the 1980s, except 

in 1983-8L (the first year af:er the NIP62), as may be seen from Col. 4 

of Table 1. Real private investment has increased, on the average, at an 

annual race of 21.35 percent since NIP82 and has been 'positive throughout 

the 10-year period except during 1981-82 and 1984-85. As a percentage of
 

manufaccuring GDP, private investment (i.e., not counting public "investment) 

has ranged between 5% and 10%. During the late 1970s, investment started 

low at 4.6% of the value added of manufacturing investment and reached 13.2'. 

by 1980-81. During the succeeding quinquennium, again, it started at 4.6% 

of the value added of the respective industries and reached 10.2% by 1985-86. 

The mean annual rate has been 11.60 during the former epoch and 8.23% 

durinQ the latter epoch. The mean annual time race of growth of private 

real investment was 3'.5% in the former quinquennium and 17.9' in the 1980s. 

Eccause of the low bases from Which both'perlods started when treated 

senarately, the decade time race of growth comes to a low of on:'. 7.6-; (see 

Col. 4 of Table 1). It may be recalled from Report No. 16, Fig. 1. that 

major upward kink in ezployment growth occurred in and around year 1979. The 
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TSB8 
present resucis!4Wk an independent source of data confirm that kink. The 

year 191-c2 comes out an odd Dad year since 1976. Otherwise the trend in 

industriai expansion seems to have been set in the lace 1970s. In a way 

that could be expected. From the early 170s' war-ravagec conditions, the 

economy could only go .up. A relatively -stable period seems to have provided 

the conditions to start reconstruction. The investment-promotion policies, 

too, had started in the late 1970s (see Report No. 1). The I?82 was 

probably not a big break from the past. We nave to see. 

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

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

contribute to GDP was 9.27%. The annual time rate of.growth over the decade 

was 7.65%. Yet this investment is gross as we do not know about the disinvest­

ment of the firms that were shut down during the reference period. 

According to the Planning Commission's estimates, private investment in
 

Industry No.3: the manufacturing inaustry, comes to 16.5% of.manufacturing 

industries' contribution to GDP during 1976-77--1980-81 ana 13.16% during the 

4 years from 1981-82 thruugn 1984-85. Public investment has averaged 12 

percent of GDP over the reference period (from 80% to 90% of which is frcm 

foreign aid). In brief,'accorains to the estimates of the Planning 

Co'mission, public investment is probably running at an annual mean rate of. 

growth of 12 percent of CDP and private investment at a somewhat higher rate 

than that. 

Even allowing for tne fact that the manufacturing industry with at.out 

10% contribution to GDP accounts for 16' of manu'acturing invest­

ment, the Planning Commission's figures look rather too high. For the GDP 

growth rates cast doubts on these tigures. Tne DI data series, with all its 

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

largely guesswork of the Plannitag Commission, is probably an under-rated 
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scurce of data on inves:tert in Banladest. It has the acditional advantage of 

bein: avzilabe at th: =icro level. 

Ic we accept the DI data-based estimates c: investment as more realis:ic, 

the investment performr.ne or Bangladesh's piVZC sector is rather disappoi.:i: 

Viewed over time, it sh aa si n:-:cant decline after the 1983-21 spur:, as 

does public invascrertr, seeCcis. 4 and 15 of Table 1. Cn the other han, -e 

have seen high races of e=ployinent growthr.euring the 1980s in the Economic 

Census data of Report No. 16 (see Fig.1). A pcssible explanation of Lhe cbser.E 

decline of invesctent and continuously rising trend of employment could be the 

fact that the e=ployment statistics are derived from the production. stage hile 

investment pertains to the sestation period. A production lag of two years cite 

investment is not abnormal. The noted decline in investment, therefore, is nc: 

inconsistent with or contradicted by employment growthdata. . 

. Azalsis at the 4-citi:­

. industry level -

The reader should be e- rned that the data may not be statisticlly signi­

ficant for many of the size-classes at the 4-digit-industry level. It should 

also be noted that the weights of 4-digic industries vary widely, and from 

year to year, as-ay be seen from Table 2,.where all those industries which 

had e:-:ceeded cocal investm.ent of Taka 50 million in either 1982-83 or 1985-R 

are collected. Uhile in sz:sjequent reports we will collect all the time-series 

data sets and carry out an econometric analysis of the sources of growth, etc., 

as a first apzroxma:ion, in tiLs report, we rely on a very simple, single ­

parameter, nazely the annual rate of growth. This parameter has its short:­

coming. For in'srance, the rates of growth of those industries whose bases ma: 

as the rates of those industries whosehappen to be large may not look as high 

bases are small. As such, the results derived from the rates of growth should 

be viewed with due sense of proportion. 

http:performr.ne
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.Figbilflli~v'estment in some industries may fluctuate widely due t lumpi­

ness, e.g., fertilizer in the mid-1980s, silk in 1985-86, fish and se':.ed in 

which fact might cause rates of growth to chanz.1903-83, and so forth, 

very large fluctuatic-ns, oneexhorbitantly. To verify the arithmetic causes of 

should refer to the data in Appendix Tables Al and A2. 

5.1. 	 Industries which resoonded 

positively to NIP82 

The responsiveness of industries to policy incentives may be judged t 

the high and low, positive or negative change in the rate of increase o: in est­

ment starting in 1983-84 (ignoring 1982-83, the first year after the bir re es­

sion of 1981-82 in Bangladesh as-well as the year of the NIP82). All t:osE
 

industries which experienced substantial upward shifts:of investment ir at -east
 

one year after 1982 are 'collected in Table 3. To find our which these ind s­

tries are, the table should be read.
 

A caution: To distinguish a sustained impact of policies of 1982 _rot a 

bubble, the progress must be viewed over at least two of the three .ye-rs after 

19S2-83 for which data are available. Disappointingly, a sustained expar-ion 

is discernible only in 3231: Tanning and Finishing; 33z1: Wooden Furrituee; - I 

3816: Bolts, Nuts, and Rivets; and probably also in 3836: Batteries: 31. -: 

Baker; Products; and 3711-13: Iron and Steel industries. 

5.2. 	 Industries which-resnonded
 

negatively to NI?82
 

It would seem ironical to find any industry reducing its inve:.tment after 

the NI?82'brought incentives and conditions 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 in investment.
 

One reason for some industries losing their. share of investment after tht
 

liberalization of investment policies could be the crowding-out effect of grow ng
 

industries. Civen limitea investible resources, if some industries attract mo:
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investment, they may crowd out other industries. This could be a tes of cor.­

parative advantage.
 

As seen in Table 3, however, nct many industries exnerienced sus:ained 

growth in the aftermatn of the NI?2. The decline of invescment in the incus­

tries noted in Table 4, therefore, is a matter of concern. 

5.3. Foreign-exchance incensity 

of industries 

A highly desirable characeteristic of an industry, other things be:nt 

equal, is its intensity in the use of Comestic resources. Resource intEnsi 7 

ought to be measured separately for investment and production or machinrv -nd 

raw materials. The reference data source permits us to measure the inz:ns- v 

of investment only. The raw.-material intensity in the production proc.ss nd the 

export-earning capacity are studied elsewhere in this project, using - _ner data 

series. In general, the import content of investment is positively c.lraarac 

with the import content in 'production of an industry. 

Table 5 presents 10 industries in each of the 6 years since 198 -81 -2hich 

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

of annual investment. Nine of the 36 industries of the table are -.osi that 

respcnded positively to the N1P82 at least in one year (superscri- _d y Letter 

a in Table 3), while 4 are the ones which ±ost in investment after 19$2 '(super­

scripted by Letter b). Thus, import-intensive :ndustries show no zEstenr 

picture in tcrms of responze to policies. 

Import-intensity is not bad if the industry is coL respondingly an -xpcr: 

industry, too. This is the case with 3221: Garmeht-Making Industry. Invest-en: 

import-intensity is also not bad if it is import-saving, such as 3501: Allotathic 

. Medicines, provided the industry satisfies the efficiency criteria, namely tle 

resources used in this industry cost less than would they have cost in importine 

an -equivalenc quantity of the product. Some such tests will be made in a 

subsequent report. 
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The corresponding picture for the industries that are foreign-exchange­

saving is given in Table 6, where the bottom 10 industries -in foreign­

e:-chance intensity, with percentage share of foreign-excnange component, for 

enen year from 198u-81 through 1985-86, are listec. It may be seen that the 

percentage share of the external component of investment in tnese industries 

is approximately 5 as against aporoximately 55 in Table 5. Interestingly, 

out of the 40 industries intensive in the domestic component of investment, 

9 are those that responded positively to the NI?82, i.e., they appear in 

both Table 3 and Table 6. These are Industries 3122, 3201, 3559, 3712, 

3804, 3808, 3809, 3822, and 3836. Only 3, namely 3112; 3145, and 3936, 

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

corresponding ones for foreign-exchange-intensive industries of Table 5. 

Thus, import-intensive investment is neither a necessary nor a sufficient 

condition for the growtn of a sector. Nor is it desirable; This is an 

important result.
 

We are interested in the 'foreign-exchange shares and growth raes of 

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

content and growth rates of investment by size-class of aifierent industries. 

This is the topic of analysis of the succeeding section. 

b. Analysis by size-class 

6.1. Did small enter-rises share
 

in the post-1982 expansion? 

One of the pertinent questions to ask is: Did small establishments 

benetic from the opportunities offered by tne NLP82?_ Detailed tabulations 

of annual total investment and tne number or new firms by size-class (based 

on the magnitudes or investment) appear as Appendix Table A3. Several 

summary cables are given in the text.
 

7898 3J&AJIAV4 ­
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The expansion b- size-class of dynanic industries which were also 

imort-sxvin: in investnunt durin4 tne r.zs ;s in-ivnTojZa , an= is 

sketched in Fig. 1. It may be seen tn:: seven or the nine incu.-s:ries 

that depict both -of the desirable cnaracteristics have their peaks in 

the middle, i.e., they are predominantlv medium-scale industries. One, 

namely Industry 3201: Cotton iexriles, has trough in the mi dde, while 

the curve of Industry 380-: Furniture and Wood Products is al::st 

monoconically declining with size, meaning that it is predo=i-nan:ly 

small-scale. 

Fig. 2 presents similar'stacis:ics by year during the 1930s. I: may 

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

actvityr after the N1?82. That revival locks more magn1fied, however, 

because of .the SluD of the firs: two years of the current dezade. The 

industrial econcmy slumped again in 198.-85. In the overall pic:ure of the 

9 reference industries of the first 6 years of the decade, the industrial 

expansion , or 1933-8" seems a bubble rather than a bcc=. That, however, 

is probably a hasty conclusion, inasmuch as only the numer :: unts is 

bein; viewed. The next scem, therefore, is to lock at inves:ne: manitudes. 

This will be done by alternative tabulations. several :abls, whi.in ill 

also present calculazions for tests of addizional hr=cthesas. 

.able 8 Dresen:s annual inves:=ent an: annual :por:-. s 

investment by size-class. 

may b! noted is :hat im::ctd - zfoUsThe first resut th.:: 

to the size of the fi=. S=al(machinery, etc.) are directly related 


no foreign exchan4e for investment. Their
size-classes require practically 

investmentmachines are locally mado. Lar;e firms spend moru than half of their 



funds 0.,lrseas in the for of pay.nts in foreizn exchanze. How tne. zeu 

foreizn exchange--from eS, official allocation, foreign collaboration, export 

earninzs--is a different matter. 

In the foregoing paragraphs ye have tended L6 argue that forei;n- ;xclare 2. 
intensity of investment is undesirable. As a second thought, one might pause r 

for a motent to consider whether that really is the case in the current conc:­

tions of Bangladesh when foreign aid is pouring in at an annual race of approxi­

mately 12 percent of GDP, remittances from abroad have been running at. addicional 

3 percent of GDP, and when almost all machinery has to be imported! We leave 

this issue at that. 

A second result of this tabulation is the spurt of investment around the 

year 1Y79 and a very sharp drop in investment in 1981-82, across all size-classes 

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

from Figs. 3 and 4. Ecually noteworthy is the decline of investment in smail and 

medium enterprises in 198--85 and complete recovery in 1985-86, and douward 

trend in the uppermost class in 1985-86. 

In general, the 1981-82 slump of private investment seems to coincide with 

the world recession o: Ere early 1950s (that followed the 2nd oil shock in 1979) 

and crop failure in Bangladesh. The political uncertainty ollowing the assassi­

nation of the secbnd president in six years is another possible factor. The 

-recession in private investmer after-1983-84 is due, azong other reasons, to the 

sharp decline in world jute prices (which forms a quarter weight in the country's 

exports) and a deep cut in donors' credit to the Bangladesh. DFls consecuen: 

uron thier very poor recovery recorc. 

Other than these obvious fac:Drs, a determination of possible causes of tie 

calculated ups and downs will be undertaken in Report No. 21. 

tthird notable result is the vibrant recovery of small and medium 

enterprises in the 19SOs as compared to the 1970s, such that all size-classes 

have more than made up for the early 1980s' slump, except the large class with 

investment exceeding Taka 30 million. The large sector has not yet reached 



tnet earlier per-ce's absiluce inves:ment masnitudes, not tc speak about i: 

:nes:zen. to CD? ratio. Because of its sheer heavy weigh:, the total 

investment tends to follow the uos and do-ns of tne large sector, 

IEnnl result of Table 8 concerns the percentage t.z:: :he ex:-:ernal 

ctnpcnent ot torms respect total o,. size-class.fn-es:net wih to inves:=en. 

Not onl the ups and dc--ns of the absolute external cost of investmen: 

correspond to those of total investment, out,, interestingly so cc tne snares 

of the external comocnen: to tocal inves:=ent, as may oe seen from 713. 3. 

.Apossible inference frem this result is that foreign ex-cnage is a cor.straint, 

such that when foreign exchange is rationec tightly, investors economize 

in its use. Alternatively those industries carry out their investment plans 

which need relatively lower proportions of imported invest=emc goods. The 

latzer inference is, however, not supported by cotal investment by size-cass 

in rig. 4. As expected, the share of imports in investmenz went.up sharpiy 

with the liberalization of trade in 1982. This was caised largely by the 

upzer 3 size-classes (medium and large industries), as may be viewed from ig. 

6. The imported component of investment increased at a higher rate than the 

dc=estically financed component of it. The disparate increase cannot be due 

to foreign investment, as separate estimates for the la.tcer indicate that 

foreign invescmenr is a very smaLl fraction of tocal-'inves:=en.:. funds 

one of the sources of foreign exchange, which appear :0 benefit 

investors across the board. 

jformd 

7. Eandloom and zarment 

industries
 

Next we look a bit more minucely at two premier industries of Bangladesh, 

namely the handloom and garmenc-making industries. The former (Code 3206) 

experienced an explosion of investment in 2 of-the 4 years oe the 1980s: an 

.nvestmenc of Taka 437 million in 1980-81 and Taka 212 million 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 1983-84 appear either bubbles or a kind of 

"one leap forward and two backward". This kind of ups and downs can cause 

st.tistical illusions, inasmuch as even a normal year following an extremely 

good year will, in year-to-year rates of change, show a decline of investaenc
 

The fact of the matter, however, is that the handloom industry experienced 4 

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

not an optimistic picture. In 1983-84, many rent-seeking investors are known 

to have-obtained credit posing as members of deserving target groups, which 

they probably were not.
 

The evolution of the garment-making industry (Code -3221) is given 

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

appears in this industry also. This is one of the frustrating phenomena for 

policymakers of this country: there is a bandwagon for one or two years when 

so many entrepreneurs jump in in expectation of high profits, real or financial.I 

Invariably tne recession that foliows the booms of an inaustry is much longer. 

One of the possible explanartons for this behavior is the paucity of 

technology and investment opportunities and, more so, the lack of information I 
about whatever technology ana market intelligence there is. Entrepreneurs 

look for investment avenues and whenever they see others make profits they crowd 

into that activity and sahurate the market. Supply catches up, profits 

come down, and future investors are dismayed.
 



18
 

The noted bandwagon effect may be more pronounced in Bangladesh 

because of lack of continually evolving profitable opportunities, but in 

a free-enterprise economy that is what is in general expected. The 

textbook theory of the firm tells us, that under competitive conditions 

not only excess profits tend to be eliminated, the zero-profit theorem 

applies according to which the profits of. even the most efficient firm 

will be-compered away by compectiors' bidding up of the prices.o2 -special 

resources responsible for efficiency. Therefore, the bandwagon phenomenon 

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

is lacking in Bangladesh are profitable investment opportunities on 

stream. The lack of such a stream is unfortunately a characteristic of 

an underdeveloped economy.
 

The critical role of R&D and search for new techniques of production 

and information is obvious. But since the payoff from these activities 

takes long time to emerge, politicians and policymakers, pressed to. show 

quick results, tend to neglect R&D.
 

Shares of different size-classes.--Table 11 and Fig. 7 present a
 

picture of shares of different size-classes over time. It may be seen that 

both in the extreme recession year (1981-82) and the extreme boom year 

(1983-84) of the 1980s the share 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 intervening year, 1982-83,
 

too, the medium size-class did better than other years (except 1981-82 and 

1983-84). It, thus, appears that the large sector does not necessarily pull 

the encire investment up or down by its sheer large weight (which was 81% in 

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

conclusion one can drawsize-classes, too, make a difference. One possible 

http:prices.o2
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is that, irrespective of boom or slu.p, in the early 1930s, large industries lost 

substan:ial ground to mediu= industries. They al=cst recovered the ground in the 

md-198Cs. Wh' the years 19Sl-&- were bad for large industries re=ains to be 

e=plained. -What knots one's brows and ac the same tine creates fur:zer inceres: 

is that our research is generating more questions than providing answers to the=! 

Biz 5 industries of the Vear.--In Table 12 are arranged the cop S
 

industries of the year in tes of relative shares 
in total inves:Ment :7:= 

- 1776-77 througn 1985-86. Over the 10-year reference'period, 23 different 

industries occupied the top 5 positions (treating the 1-digit indus:ry-code
 

.4000 as one sector, comparable to 4-digit industries of the manufacturing
 

sector). 
 The former sector actually consists largely of hotels, restaurants,
 

and cacering, but also includes some other nonmanufacturing industries. I:
 

is nu-ber 4000 for no special reason other chan that the number follows the
 

4-digi: -anufaturi=g industry 3900. In cer-s of weight, 
 it is not much
 

bigger than major 4-digit i=dustries. It is interesting 
to note that this
 

sector appears among the 
con 5 upto 1981-82 but not thereafter.
 

Ircn, Steel, and' Re-".olLing and 
Iron and Steel Mills have occupied a
 

place aicng the big-5 manuzacturing industries almost throughout the referenta
 

perixc. So have Cotton Texti.Les. Cardage, Ropes, etc., oco=tied the elevated
 

pos:i:zn :n rte late 19;Os but noc in the 1980s. Dveing-and 31eachin; of 

ce::iles came largely in the i98Os as did Match Manufacturing. Tannery *as 

a leac:=g sector in 1976-77, than it fell out, but reappeared in 1935-36. 

Silk and ynchetic Texciles has had a simtlar time frame. I: accounted for 

over 40% of the invescment in 1985-86. Fisn and Sea Food spurted in the earl. 

1980s, then slumbered. As a tirst approximation, we should consider.all the 22 

four-aigic manufacturing induscries of Table 12 to have relatively high groth 

potencial, including: Coton Textile; Tannery and Leather Products; perhaps 
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Batzer:es, R.ce :1i1n1n;, Cigare::s, :rtu: and Vegecabies, ric:-ks, Distled 

Spirits. anc ?rnn:ing and Pubzishin;; Cnezicals n.e.c.; tilc and Synchetic 

:: :: s and Szeel Re-Rilin.. an M%1-s and Fabriz:ed :!eas; Caw.a.e 

and Ropes Fis . and Sea Foods; Azricultura! Mechanical Equipmenz; yeegand 

Blechins Txtiles; Ma:ch Maura::uriu.t; Frui: and Vesetaile an yet.7 a 

Vegetab Ia Cils; And Allopachic Mezi::nes. 

Biz 5 S-ize-Classes of the *ear in- iferent industries.--4:: a vae z 

seeing which size-class(es) is tare) mainly behind shares of the bi:5 c: eac. 

year, -e record the big 5 size-classes of the vear in any indust.-: :nable 

13. As expected the largest size-class, No. 6 , is zoscly responsible for -e ­

respecrive industry's leading positon. I: occupied 36 of the 50 rop positiorns 

i. 10 years. More interas::ng cases, hcever, are those whee lower size­

classes reachec the tot rankzs. Size-class 5 US .C501-:.0 zitsin. c: 

and ':ae:aca ?rocessina scare: tZ tne ranks of the to? 5 :e "-tes in 

- ,Size-Class 4 (USS 167,00C-500,UCO) o- ran atd Stael Re-Rz n. U 

the 198Cs) for 4 tines; and Size-Class 3 (USS 50,000-6E,000) of Faor:cree 

Metals, Mecal-3arrel-Dru, and Silk and Synthetic Textiles one :i=a el:h 

durnag 1983-84 anc 1985-b6. these industries are smalL and pocenriall 

c'na z.Z "e ha;e, however, yezo: e" n-ucn :he: are assiscZe Mnd the, 

pertzrm-es in other respet:s. 'e will recurn to this veriticato. . a 

sebsecuent report. 

A peek at Sanztionin2 Zzencies 

Nex; we lock at the crosscazulatio of firs b: si:e-Cass, and 

by year. The tabulations are given in Appendix Taole Aa-Aj. Only salient 

results will be stated here.
 

--o reasons:

Aspiring industries seek investment sanctions priarily for 

(1) if they want to a-oly for industrial loans, (2) to be eligible for import 
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licenses, ex concessions, and similar other benefits. The attractiveness
 

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

above two functions to entrepreneurs. If a firm obtains sanction from an ­

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

investment benefits.
 

The Bangladesh Shilpa Bank (Bs) and Bangladesh Shilpa Rin Sangstha
 

(BSRS) are primarily large-investment-sanctioning DFIs, mostly investing in
 

developed areas, though gradually in the 1980s they had spread out to less-and­

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

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

diminished over the years. BSE's share in all the three econographic areas,
 

both in the number of projects approved and the percentage share of the total
 

invest=ent, has been on the decline since 1978-79 (1984-85 being an excepcion). 

.BSRS's ac:ivity has declined quite dramatically. Compared to 130 projects . 

being approved (87, 25, 18 in the-developed, less developed, and least deve- r 

loped areas, respectively) in 1979-80, only 2 projects were endorsed by 

BSRS in 1985-86. Various explanations may be offered for this trend. Donor 

. agencies, such as the World Bank and the Asian Development Bank, have been 

taking a hard look at the activities of the DFI's. The DFI's have been ­

blamed for low loan recove-y rates, corruption, and red-tapism. Much to the 

chagrin or DFI officials (as was clearly evident in the interviets thac-the HIID 

technical staff had wich apex agencies)*, donor agencies have severely. limited 

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

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

to make nes 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, 



going. The two DFI's mentioned are also facing compecition frcm newly 

created semi-privace industrial loan-giving firms, such as the Industrial 

Promotion Development Company (I?DC) and Micro Industrial Develpoment 

Association Society (IDAS) in obcaining funds and losistic su:-cre from 

foreign agencies. For instance,.IPDC relies heavily on an European 

Consortium, while MIDAS has been a favorite of USAiD. 

The largest sanctioning agency is, of dourse, the DGID, which handles 

more than 50 percent of sanctions. In.the 1970s, the frequency distribu:ic o: 

its sanctions was fac towards small firms. In the 1980s, it gradually 

started receiving applicants in the middle size-classes. In the 1970s it 

sanctioned -investment predominantly for developed areas. In the 1980s 

that i=balance tended to be corrected. 

Its other.departmenc, DGIO, gave sanc:ion to rirms largely from less­

developed (and to a lesser extent least-developed) areas in the 1970s. It 

continued that pattern, but with lower prominence in tne 1980s. Two 

intriguing conclusions can be drawn from this prencmencn. First, despite 

widespread criticism of the Department of Indus:ries about red-taois= and 

bureaucratic slcth (perhaps, in-part, leading to the recent replacement or 

the department by an "Investment Board"), the advantages of the stamp of 

approval from the DI.is clearly more attractive than alternate sanctionins 

authoritiies. For instance, the DGI approval is otten necessary for import 

licenses. Cartain tax breaks are also given to the firms sanctioned by the 

D:-. Second, tne criticisr of red-tapism and corruption is also valid for 

the remaining sanctioning institutions. During our interviews with some 

private apex agency representatives, similar sentiments were echoed. 

Krishi Bank was hardly in the sanctioning business in the 197Us. It 

encerea in the 198Us with a tendency towards meaium-zize firms. 

-a­
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incerestin;ly, BSCIC's sanctions appear more in nedium-size industries 

(as defined in rerrs o: invescment value here) than small. Its sanc:ions 

are almost uniformly spread across developed, less-developed, and least­

developed areas. 

The CB and the group of sanctioning agencies put under the category 

"others" specialize largely in small inves:ments. 

The study of the sanctioning process gives some insight inco thle 

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

semi-public sanctioning authorities, creditors, and incentive-adninscaers­

goverr.ent offices, on the other side. The long delays and complica:ed 

procecures or the investment-sanction process are believed to cause 

disincentive to genuine investors and incentive to rent-seekers. Much 

opcimzsm in terms of expeditious and efficient sanc:ioning ser;:ce is acG 

pined on the newly created Board of Investmenc, under the direct chairmanshi 

of the ?zesident. It remains to be seen how far me reform helps things 

mnrove. 

Investment by Econo­

zrazn~za-rea 

inally, we present a orief picure of investment by developed, less­

developed, and least-develooed area. 

.. was discussed in Report 1 ac len;th, policies aimec at przmottnz 

the diszersal of industries to outside Dhaka and Chitcagong have existed 

during most of the period since Independence. Fiscal incentives consist, 

among others, of machinery, lower tax on the purchase of industrial plots, 

other tax breaks.a moratorium on income tax during initial years, and 

Relatively easy credit is available both in terms of'eligibility and low 
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interest charged. Industrial escaces--wich their amenicies, technical 

arc markain; assistance (from XCCs, BSCIC, similar other ;cvernmenral 

and ioreign organizacion)--are meanc to provide adaccional scizulus. 

Our impressions from the Apec agency survey on the recepciveness 

o: encreprendurs to "move out" in the rural areas are at best m:xed. The 

private investors acknowledges that the tax benefits are impressive. 

Nevertheless, the quality of the industrial estates in the less and least 

developed areas the law and order conditions, lack of infrastructure, 

discaace from markecs, are discouraging factors to the industrial develop­

ment of backward regions. 

A cabulation of nev firrs and investmen: by econogranhic area is 

g&:en in Table 1I. Bar diagrams in Figs. 8 and 9 provide a visual piczure 

0: ncw reaar-ie shares of investment have changed between the three 

econcgraphic areas. It may be seen that tne coadicions in the lace 1970s 

through 1980-81 were favorable to less-and-leas: developed areas. .I­

the NI?82 had any incerregional izpacc, it was in favor of developed areas. 

zhis result holds consistently for both the nuncer of firms and the amounc 

o: 	:nvestme.c. 

Despi:a the apparent promotion of decentraliza:irn ane peoole's 

Par:icipaciorn a: the upazila level during the 1980s, the less-developed 

and least-developed areas in relacion to developed areas had never had it 

so gocd as in the 3-years around the turn of the decade. thy backward 

areas had a possible better deal during those years will be verified in 

Report 21, where annualized series of various policy variables, along with 

other variables, will be analyzed to answer this question.
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Brief Cor.clusicns 

z:srepe nc , we sa : ouz .. .. fzec::te:: zcer t::­

and co assess the Lmpac: or policies. Czncernin: the latter, we succac ::::n 

erd premise chac major policy chan;e to promoce prva:e investmen: cane .­

wage o: te NI? h,wen investment incentive were toned up, cte cempo :z 

libe-ali3c:ion and privatizacion inc-eased, and when :e iavestzen: sanc:ioz-:z 

process was supposedly. simplified. Accordingly, we looke' mvinuely ai 

snil:s and kinks in the growth pachs of different industries after 19S2-z3. 

We did find very significant upward jumps in investment in differen: 

industries in 1983-84. Had we looked at the period consisting of a year before 

and a ye': a::er the NI? year, name>ly981-82--1983-31,the ccclusicn o-----­

postcive impac: of NI?82 wou-d have been unassailable. Tha: was, indeec, :ze 

ccnclusicn of che analysis of total factor p'roduc:ivi:y in Report 3, as :-e cata 

. .: analysis were not available beyond 1983-8_. %hen we ex ame: 

chanes in investmenc over a longer period on boh sices of the the NI? tear-frcm 

97A-77 through 1985-86, to be more snecif ic--a different victure =zerzec: 

::e 31:;esz boom in private investment came in 1973-30 and a smaller onei 

.183-3 . During che rest of the period, investment was ratner sLugish. cck:e: 

a: la the concex: of the entire rererence :eric, te years 1973-.iO and 

l98i3-c- apear as bubbles. The pidture is quite vivid in hanclocr and - ­

i.dus:ries. in che 1980s investment has shown no si;ns of cacchin u : 

che magni:udes of investment of che Lace 1970s. 

It may be recalled that in Repor: 16, based on the analysis of the 

Census, a clear upward kink in employment expansion around the year 197i was 

observed. There was little deviacion after 1982 from the Long-run empt-:-:nenc­

http:1973-.iO
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expansion trend of the period from the late 1970s throu;h 1935-8r. Looking back 

on Recrr 3 we find that the total factor productivity results do not seem 

to contract the stated result either. These fi4::din.stend to indizzce cr.a: 

the long-run trend in growth was set -in the late 1970s, which, in a way, could 

be expected to gestate after the war-ravaged economy had gone through its
 

trouzh of difficult times in the first half of the decade of the 1970s.
 

Does that mean that invest-ent-incentive policies have been i4nffee:ive? 

1ot necessarily! For a review of the history of policies since Indepencence 

in 1971 (see Report 1) indicates that private investment-promoting policies 

had in reality begun-in the iate 1970s. The well-known massive credit ' 

prograz- by donors, too, began in those years (which ran into trouble of high 

overdues by the mid-1980s). Accordingly, a proper test of the impac: or 

policies cannot be made without analyzing the changes in policies along with 

other relevant variables over a longer perzod of several years, instead of 

cne chosen year of a major policy change. This test will be made in Report 21. 

Anong other results, the following may be noted: 

Prima facie evidence suggeszs that insofar' as the rates of growth of 

privae investment are concerned, the DI data are more reliable than any otner 

source, including the estimates of the Cf.1 and the Planning Commission. 

The industries that' responded positively to the N1?82 and have showr., 

by and large, a consistent growth since are only 3 or 4 out of 290 studied 

here, namely, bakery' products; tanning and finishing; wooden furniture; iron 

and steel mills; the bolt-nut-rivet industry; 'batteries; and probably radio 

and TV and wire products.
 

Import-content of investment is directly related to the size of the firm, 

-as-expected. Small stze-classes require practically no direct foreign exchange 
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an ec: ~ ::z S e n W7. s n.:­

,cl.ar- -' rts hz : ­

ar.uz i.ves:-e: in. :he -ans r:3e. area: aoc:e -? ?-:1 

Due :z he sheer eizht: f ffrs : exe ­

:rhe ums aZn cccns o: tverall invesz:en: are c.zse assz::sue.. tne - ;­

and dwns of t .ese f--s. : is the larze se:=r's s 

lies behnd the stacia natre of overa.l industriaL in'esztez:. 

f he 290o-here. 23 re L=0:c ­

ga=:ng che zz 10 :n mne i--or: :nnen: c s Z. -ra 

: a o: the !=a0s for w-z cat are av~aln, azcn nta nc. S 

:u.c :: =:r: Zess ha :n f : MZe:ane. -­

are i .ocr:-savhin i. inves:1en: (:h------:------in a- r.:er=s o :.-.e 

-o invesz=ant, wcs : Zo ls-:--'.ior cczcnenz:. 

I : l in each :f f eac grzups tEre are 9 diferan: nustes
 

.respcnded :osi:i-:eL; rz :he :?d2 anz : .- Cresonde ­

c:cnclusion- hzl- --s from : s is .a:z
 

. . -.e::e.-r a necessarv nr. a scfficien: .. rfdi:the exoansin:.
 

fa sectrr. Nor is i=or-n:ens:* desirDble.
 

o c:te premier ind-usries ; anrldesh, ae:al zhe ncnco i. 

-c e neive had more -ac ears -h'n ccdi r ­

reerence period. The handoc. industry rcde :he-cres: of the wave in ­

and 1983-34, but sank in other years. The garment incuscry did very well i­

1973-79, 1979-80, and 1983-38, but e:aerienced negative expansion rates in the 

other 7 years of the reference period. We will verify the reasons for their 
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booms and ebbs in a subsequent report. 

About 20 four-digic manufacturing industries among themselves occupied 

the top four positions in terms of the relative shares of new investmen: it 

most of the years from 1976-77 to 1985-86. As a firs: approximation, 

therefore, they should be considered to have relatively high gro-r poten­

tial in the 47Y?. These include: Cotton Textiles;Tannery and Leatner 

Products; perhaps Batteries, Rice Milling,_Cigarettes, Fruit and Vegetables, 

Bricks, Distilled Spirits, and Printing and Publishing; Chemicals n.e.c.; 

Silk and Syntnetic Textiles; Iron and Steel Re-Rolling Mills and Fabri­

cared Metals; Cardage and Ropes;Fish and Sea Foods; Agricultural Mechanical 

-uipment; Dyeing and Bleaching :extiles; Match Manufacturing; Frui: and Vege:aZ 

- rzcessing; Fydro Vegetable Oils; and Allopathic Medicines. 

Ia che following 4-digit industries, their -ediu -size-classes occ=piec 

positions acong the big 5 size-classes of invest=ent of the year: 

I-Fruit and Vegetable Processing (for 7-years) 

Iron and Steel Re-Rollin3 (for 4 years) 

Fabricated Metals (for 1 year) 

Metal, Barrel, and Drum (for 1 year) 

Silk and Svnthetic Textiles (for 1 year) 

The middle three industries fall under what is generally rererred to 

as light mechanical engineering industries.­

in subsequent studies we shall be examining several of these industries 

more minutely to further verify whether the stand other tests of being 

growth sectors. 



nhis report, as in several others, we have been sea.rhing for . J 
the probable sources of industrial growth in Bangladesh. A depressinc 

resul: found so far is a couple of bubbles in investment lascing no more 

than a year or two each tine and relatively longer periods of sluggisnness 

in investment. A cheering resule for an eccnometrician is tae wide 

variations that have been observed in various face:s of industrial growth 

as well as industrial policy parameters (such as the effective rates of 

assistance). In particular, an industrial boom was observed during a 

couple of years immediately preceding the turn of the decade, ipecifically 

1978-80, which has not been repeated since, despite two landmark policy 

reforms of 1982 and 1986, stable government during the 1980s, unprecedented 

massive foreign aid, and so investment was higher than in any period before 

or after (Fig.3); small and medium industries -flcurished with relativel>i 

larger shares and higher rates of growth of investment (Fig.); the ­

impor: content of investment was lower than in the 1980s (Figs. 3, 6); and 

back&ard regions (the so-defined less-developed and least-developed areas) 

experienced higher relative rates of industrial growth than at any other 

time (7ig. 8 and 9). : is probzbly crue that repressed investmen: of the 

war-ravaged period of the preceding years spouted out in those politically 

stable years after the turmoil -of political assasinaicns ana coup d'ecacs. 

But economic factors and policy parameters also changed (see eport'l). 

Moreover, several aspects of iqdustrialization of those years are evidencly 

more desirable than rte same in ocher years, e.g., relatively higher growth 

of backward areas, small industries,- and import-saving investment. An 
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ex:oracion into the causes of such changes, which 

eccnetaeric anal.sis because Oa wice variacicns in 

may reveal scme of the scurces of pocen:al growth 

so desperately searching for. To that. exploration 

subsequent repor:. 

are ge-ar.e :o ri;orous 

the relevan: variables, 

in this cour.:rv we are 

we shall turn in a 

L 

I 
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1981-82? 655 21,72 a1f XI2. 35Ii1 47763 ~2651itI B6.02 4.55 3W2l 153 12.9 2715a J Im). 0.1. I!.!
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Table Z.--Industries exceeding Taka 50 million nominal
 investment in 
1982-83 or 1985-86, DI data 

1982-83 19 S5-86 
Code Name of the Sector 

Absolute Share Absolute Share 
Investment in Investment in 
-n Tk hill. Total in Tk Mill Total 

(1) (2) (3) (4) (5) (6) 

(7k Mill.) (%) (Tk Mill.) () 

3114 Fish and sea focds 800 23.82 77 1.00 
3122 Bakery products 3 .11 54 .69 
3141 Cigarettes 100 3.60 13 ,16 
3204 Silk and Synthetic tex 0 0 3155 40.'5 
3213 Knitting mills 2 .08 54 .13 
3216 Spooling & Thread ball 27 .99 51 .66 
3219 Tex manufacturing . 0 0 - 207 2.65 
3231 Tanning and finishing . 7 .24 -320 4.11 
3233 Leather products 4 48 16.13 27 .35 
3411 Pulp and paper 3 258 3.31 
3412 Paper board manufacturing 0 0 5:; .71 
3422 Printing & Fublishing book 43 1.53 93 1.19 
350' Allopathic & Medicines 13 292 3.74 
3569 Rubber products 64 2.29 237 3.03 
3612 China and ceramic 0 0 91 1.17 
3622 Glass products 101 3.65 50 .6L 
3711 Iron and steel basic - 0 0 371. 6.76 
3713 Iron & steel rerolling 199 7.15 609 7.30 
3822 Agri. machinery 39 1.41 172 2.20 
3825 Indl. machinery 0 0 54 .69 
3829 Mech. and equipment - 107 3.86 287 3.68 
3832 Radio and tel. 51- 1.83 101 1.29 

-3833 Elec. appliances 12 .43 77 .99 
3835 Elec. bulbs and tubes 91 3.26- 246 3.15 
38!1 Ship building - 37 1.34 15a 1.98 
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positive'ly in a big way to the NIP82. 

a-- ear in Table ", i.e. , taoze wo-:ee investmen.e:­-aso 

after the NI?82. 
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Table 6.--Industzies viaz low pezzer.:age of foreizn czamoonern.: of 
inves:=ent, 1981-82 through 1935, DI da~a 

B0ttcm 1C Indusiz:es Ac:. to Mean ?ercent share c 
C ne.: of Inves:e:Er.: ;n ResPec::ve Ye:Czce I.duszForez 


C cN I c s y. (71 

31-2 Dair: P od­
3.16 -Edible oil c 
3113 Grain milling .. . .. .. . . 
3119 Rice niling .. ... .. 7. 

3 Zarda and equiv. 3 

3 1 2 2 a Bakery prod. .. 3. .. .. . 

32, 1 a Cotton textile ' .. .. 6 .. . . 
'2Cb Handlocm 
13 t::ing mills .. .. .. 

32L. Leather foouvear . .. 6 
--- Saw am s . 6 . 

352Paits and varnishes .. .. .. .. .. 

35z2 Ferf es and cosmetics .. .. .. - -.. 

3:55^Rber prod. - . . . - - . 10. 
3s. plastic prod. . 

3622-- Glass products 
3691 Brazks, tiles . .. . . -

36z5 Refractories 5 .. . 

37 1 :r: and sel -ills 

:z= found y . . . .6-.. . . 
3o02 .and and edge too: .. ... 

380:a Furniture 1 3 4 
38CSa titre products .. . . .. -. - . 

3809a U:ansils al'u=. 
383 Maz. barres etc. 

'6- T. cans .. . - -

m:a.mea. prod. .. 

*2X..A.eDmech. ec.. . .. 

- oM a% .S 

:I..s. wire and cable .. .7. 7 -- ­

3 3a B-a . -.. . 
36 Shi buildings 1 . . 
-aj MHccar vehicle 4 1 -- ­

63Lo Cycles and pedicabs .. . . .. . 

3d62 Opcical goods a .. ** 

3936 Pencilo. .. .. 7 
39L9 Other mfg. ind. brushes .. 6 .. .. ­

aThese induscries also appear in Table 3.. That is, they are in the top 10 

grcwth rates in the post-NIP82 per:industries ranked according to high investment 

b

These are also the industries whose investment growth race fell after 1982. 
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able 7.--Number of firms that entered the dynaaic, imporz-savit;-investser. 
industries during the 6 years from 1980-81--1985-86,by site-class,Dt dataa 

Size-Class 

Indus: r% 

I I: III IV V:I oua 

312 Bakery Products 13 29 15 15 12 1 9S 
Ir. o126 Steel Prod. 5 8 5 23 2 1 92 

3559 Rubber products 10 22 20 6 2 0 60 
3622 Glass products 4 5 10 1 2 2 27 
3201 Cot:on textiles 21 13 2 2 3 2A 9 
38Cl Fr4iture 69 57 54 7 1 0 193 
3608 Wire products 5 9 21 5 0 0 tO 
3809 Utensils, Aalu=. 3 10 25 7 0 1 6 
3836 Batteries 4 12 10 4 0 1 22 

aI 

r.e size-classes of this data series were demarcated according to 

real 	 investmen: (I) in l86-87 prices. They are defined below: 

size-Class Range in Millions of 1986-87 Takas 

1 Taka I Z-0.5 ecuiv. approx. US5 i 16,b67 

2 Taka .0.5 A IL- 1.5 16,607. I 50;100 

3 Taka 1.5 1 ZL 5.0 5u,00 Ir 166,000 ­

& Taka 5.0 A It15.0 166,0u0 Z I ' 500,000 

5 Taka 15.0 - I.L30.0 500,o000 - I1 1,000,000 

6 Taka 30.0 I- 1,000,000 I ­

9 Taka local 

Detailed basic data as well as several tabulations are availazlZ on 

cis&tzes and :apes. For the arrangemenc of data and Lhe variables o- his 

source, see DOCUMt2JATION NO. 3 (available a: the HIID/zSE?? Project). 

i 



33 

. - Table S.--xtexarnal and total real invescment (in 1986-87 prices), by sire-class 
of firns, DI data 

(Absolute values are in millions o 1*85-86 takas) 

Year C:.pcnen: Total Real Investment (in Millions) by Size-Class 
or 

invest=e-t I II III IV V Total 
(1) (2) (3) (A) (5) (6) (7) (8) (9) 

1976-77 1. .xternal 0 .16 2.80 -'6 67 1864 1980 
2. Total .3­ 59 166 1.39 315 3576 

(1/2)100 0 .27 1.69 10.48 21.27 52.13 .551.3 

1977-81 1 External 0 1.53 6.8 165 156 21235 21.64 
2. :ocal 0.48 58 125 722 463 .4156 
3. (21'2)100 0 2.6­ 5.-,4 22.71 33.70 51.00 Z .36 

1978-79 1. External 0 3.04 7.6 206 153 2227 2597 
2. Total .23 35.4 81 711 628 54-'1­ 69:6 
3. (1/2)100 0 8.58 9.38 27.80 24.36 40.93 37.50 

1979-80 1. zExarnal 
voxeai 

0 
.46 

1.3 
21.5 

10.9 
97 

166 
681 

246 
740 

4060 
10164 

44 
1170­

(:I"_) 100 0 6.05 11.24 24..38 33.24 39.94 38.31 

1980-8i 2. zxt e a 1 0 .23 2.38 13 303 53-6 5785 
Total .59 129 2111 1110 1353 12105 18908 
(1/2) 100 0 0.22 1.13 i22.07 22.39 44.16 38.81 

5-Yr Subtotal (76-81) 

External 0 6.31 30.5S 925 13632 17310 
2. Total 1.87 303 983 3693 3499 35472 43646 
3. (1/2)100 0 2.08 3.10 19.39 26.44 4L.06 39.66 

1982.-2 1. Ex:arnal 0 2 1 81. 123 578 790 
Total .05 45 55 597 645 1490 2832 
(1/2) 100 

0 41.1 
1.81 13.57 19.3 38.79 27.90 

2. External 2.3 113 153 2197 2-'66 
To &a 2 1.3 27 66 639 585 3713 5033 

0 4.07 3.183 17.68 26.15 59.14, 49.00 

0 1.2 4 397 363 3119 3884 
Total :11. 171 1:0 1995 1265 5199 8731 

0 7-.02 2.86 19.90 28.70 59.99 44.23 

(1/2)nal. 
External. O 1 161 480 3702 4348 

Total 7.4 28 54 543 1044, 6397 8073 
3. (1/2)3100 0 3.57 7.41 29.65 57.97 57.87 53.86 

1985-36 1. External .1 9 8 491 551 3922 4781 
2. Total 3.8 124 183 1307 1090 6134 8842 
3. (1/2)100 2.63 7.26 '4.37 37.57 50.55 60.68 54.07 
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Labc.e S.-Cond. 
(.Absolutc values are in mil liens cf :2kas) 

Ye 

fl' 

Ccrzcne.: 
or 

Inrve st ciz rt 
(2) 

C;' 

T-cal 

11t 
(.) 

Rel ifl.este5: 

III 
(5) 

'IV 

(ir.!llos 

V 
(7) 

:Size-Czass 

TEc-

5-Yr Sub'zt21 (31-86) 

-. Ex:crnal 
-. Tecal 
3. (1/2)100O 

23.56 
8.22 
395 
2.083 

19.3 
&98 
3.588 

505: 
1.675 
46Z9 
36. 13 

-- -I. 

13629 

LS.A'S 

10-Yr Total (76-86) 

1. 
2. 
3. 

zxzermal 
Total 
(1/2)100 

.1 
25.43 
0.39 

14 .53 
698 
2.08 

49.78 
1481 
3.36 

1959 
877­
212.33 

26C 259L9 
7722 5 
43 .48 

:or the definitions of sime-classas, see the ncte to Table 7. 

I
 
:1
 
I
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Table 9.--Grcth nd dccline of Industry 3206: Handloom Tctcilcs industry, 
DL data 

I.ves:.ent 

Year Total 
Units 

Size-Class 
coce 

kncunt in 
cons:ant Percen: Share 
185-6 prices 

(1) (3) (4) (2)(5) 

(No.) (Code) (Tk. Mill.) (") 

1976-77 47 9: All 36.5 .-­

21 1 6.0 13 
2 17.4 *.38 

1977-73 
7 
71 
58 

3 
C: All 

13.1 
28.1. 
13.6 

.29 
.-5 
.25 

10 9.3 .17 

1'978-79 
3 
8 
6 
2 

3 
9: 
1 

2 

All 
5.1 
3.7 
2.2 
1.5 

.09 

.05 
.03 
.02 

9: Al I 27 . 1 
26 
25 

569 
344 

C. 

2­
9:. 

A-' 

15.618 . 6 

437.0 
104 .0 

2.93 

70 

19 -

213 
6 
3 
3 

3 

6 
4-l 

.3 
19.4 

1i3.1 
13.5 

.13 

.20 

.93 

.32 

S8 
2 

1 
3 
9:. 

5.5 
1.3 
6.8 
1.0 

-13 

.03 

.16 

.C': 

,983--­

1 
40g 

370 
10 
13 

9: AL1L 

3 

-i.0 

211.7 

6.9 
L7.5 

92.9 

.02 
2.' 

.93 

.08 

.54 
.u6 

1985-8b 

26 
15 

.1 
10 

144 
107 

36 
1­

9: 

9: 
1. 
2 

AlL 

All 

65.2 
.8 

1.2 
63.2 
55.1 
27.6 
22.5 

4.9 

.31, 

.0i 

.01 

.78 

.62 
.31 
.26 
.06 
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Table 11--Relative shares of differen: size-classes, 
1935-a6, DI data 

1976-77 through 

-eml 
size-
Cass 

Total Real 
ISvest-e%: 
(-k " 4') 

(3C) 

No. of 
Ln'i:s 

(:2 

Share 

(I5) 

197A-77 "554 
59 

0.0 

190 
237 

3 3t)7 
559 

123 5.07 
1' 'C 

567 
6 2762 21 60 .66 

1977-73 7: All2 5355 853 3co . cl 
1 
2 
3 

5 

57 
238 
608 
733 
951. 

207 

17.1^ 
6 

9:C.1 t 6926 
3'D 20 

100.00 

172 
6-y 

.5 

9..37 
15.83 

6 

11- 5 

3797 
3 3 

C';. 
1 .97 

- n-c 9: 
1 
2 

5 

A<l 

-

11703 
21 

206 
57-­

1510 

213 
,6 

100.00 
10 

1.75 

.89 
12 . 90O 
2..1 

90 41_ 2-0 zc 
100.2 

3 

5 
C 

3-, 
9:3 

2257 
z719 
8-30 

273 
125 
to 

2.23100.30 

-- '3 

15.-1 

56.B9 

1981-82 9: 
1 
2 
3 
4 
5 
6 

All 

120 
531 

1136 
661 

1780 

655 
16 
126 
177 
130 

32 
24 

100.00 
1.06 
2.81 

12 .&3 
26.59 
15.47 
41.64 
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Table 11--Concd.
 

Size- Total Real­
:ear Class InvestmeDt No. of Z Share 

(Tk Mill.) Units 
(1) (2j (3) (L) (5)
 

100.0c1982-83 9:- All 5026 590 
.47
1 23 -95
 

2 133 
11.3b3 570 196 
19.084 959 
8.82443
5
 

57.61
6 2895 22 

100.001983-84 9: All 8072 798 
*4435 2271
 

2 98 115 1.22 

3 498 163 6.17 
18.424 1487 182 
18.261474 715
 

hO 53-9
6
 
100.001985-86 9: All 8841 1513 

1.44127 5461
 
3.962' 350 398 

12.'89
3 1139 374 
18.851. 1667 204 

44 9.665 85', 
47 53.196 - 702 

"I 
- I 



Tabtc 12.--Coned.
 

Year Incustry 
(2)) 

1982-83 3114 Fish, Sea Foods
 
-3233 Leather Prods
 
3713 Iron Re-roil
 
3622 Class Prods
 
3141 Cigaret:es
 
3,4 Ali
 

1983-84 	 32u1 Cotton Text
 
3z07 uyeing, Bleach Text
 
389 Fabricated Metal 

3115 Hydrog Veg Oils
 
3525 Match Kanuf. 
3," All
 

1984-85 	 3201 Cotton Text
 
3525 Marc Manuf.
 
3207 Dyeing, Bleach Tax:
 
3713 Iron Re-roll
 
3711. Iron, steel Mills
 
3,- All
 

1985-86 	 3Z04 SilK, Sync. Text
 
3713 Iron Re-roll­
3711 Iron, Steel Mills
 

3231 Tanning, Finish
 
3101 Allo. Medicines
 
3, 4 All
 

aThe Code 	400 is not from the 

Total 

Units 

12
 
16
 
34
 
4
 
1
 

360
 

19
 
44
 

542
 
17
 

'- 1
 
2152
 

36
 
79
 
18
 

798. 

193
 
58
 
35
 
20
 
.0
 

1613
 

Total 

Inves:-en: 
(M) 


1443
 
611
 
360
 
183
 
181
 

50 6
 

1994
 
776
 
534
 

684
8514
 

871,
2422


608
 
315
 

8073
 

-3577. 
690
 
421
 
364
 
331
 

8841
 

SIC, bu: consists of 

nor.zan~ufaccuring finms. The bulk of these firms belong 

Share of 
Investnef.t 

(5)
 

2s.51 
.L6. _3 
7.16
 

3.60 
100.U0
 

22.71 
8.61 
6.65 
5.85 
5.51 

100.00 

14.06 
10. 6
 

7.53 
4.23
 

-100.00 

40.45 
7.80 
4.76 
4-.11
 
3.74 

100.07 

a tccley of all 

to hocals, 

and entertaining. The number 4000 was used :or 
rescaurancs, catering, 

follows the 4-dizit manufacturingno soecial reason excepc that it simply 

industry 3900.
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:abele 12.-t 5 bt;-share industries of the year ana chair snares in 
itves:-nen:, 1976-77 througb 1983-3t, D! data 

aCcus . 
Teta' To 
Uni:s 

talal 
I.vestmen: 

sh..- -

Invest-en: 
(3) (5) 

(:;o.) (hil. - (' 

1976-77 3201 Coc:zon Tex: 
3-13 Pulp, paper 
3231 Tanning 

OCO All non-mnanu:=. 
3836 Bat:eries 
3,4 All 

104 
2 

11 
19 

6 
676 

943 
560 
411 
276 
16-

4551 

0.7 1 

9.02 
6.C5 
3.72 

I.CC 

1977-78 3201 Cocton Tex: 
3432 Princ, Publish 
4000 All non-manu:. 
.519 Chem. nec 
3204 Si.<, Slnh. 
3, 4 All 

6 
55 
2 
7 

24 
855 

99 
593 
475 
433 
300 

5551 

.27 

1:.68 
8.55 
7.50 
5..0 

100.00 

197B-79 0CO A'1nor-Manu: . 99 1.72. 
3713 Iran, Re-rcl 
31'5 Cardage, r:De 
38"1 Ship Building 
3119 Rce Milling 
3,: A'1 

2 
10 

9 
83 

. 

692 
.600 

375 
3u6 
9 

0.9 

9.53 
5.-1 

!.Z 
100.CO 

1079-30 313 EriVeg.
4000 All non-manuf. 

77 
83 

1:s23 
1510 12.90 

3215 Caraage, .ope 
3_31 Distill spiries 
35-9 Che-, nec 
3," A. 

. 

:S 
,5 
'5 

8 

1409 
v39 
2.7O 

1170 

12.0k 
8.19 
4.02 

100.00 

1931-31 311, 7isa, Sea Toods 
,OCU All ncn-manu:. 
3',5 Cardage, Rope 
36z: Srick, TLes 
3121 Gran Mill ?rcduc:s 

29 
11. 
10 
2:1 
70 

1372 
09 

994, 
694, 
67h 

12.56 
9.42 
6.67 
4.66 
4.52 

3, A-! 1683 1'9u8 100.uO 

f37l1c, Steel Re-Call 
1000 A.i non- nanu. 
3822 Ag. Mach. tcuipe. 
3207 Dyeing, bleach text 
3112 Dairy, Ice Planc 
3, All 

9. 
33 
33 
11 
38 

655 

356 
.53 
360 
22.2 

42.76 

8.3a 
8.25 
7.95 
5.65 

100.00 



Table 13.--Tcp 5 big-share size-classes of differen: industries with shares in 
total inves=zent, 1976-77 through 1985-86, DI data 

Year 

(1) 

7Irduser? 

Size-
Class 

(2) 

No. of 
L--ts 

in 
Class 

(2) 

Total 
Invest­
menc . 

(A) 

Share in Investzer.: 

Class of 
Col. 2 o" ­
Indus:r 
of Col. 1 

(5) 

of Cl 

(6) 

c 

2. 

( Code) (No.) (k Mill) (I) (.) 

1976-77 3201 Cotton Text 6 8±6 18.5 
3413 Pulp, Paper 6 1 557 12.23 
3231 Tanning, Finish 6 4 3LO 7.-6 
41000 All Non-Manuf. 6 2 16U 3.52 6.05 
3836 macteries 6 1 1544 3.37 3. 7Z 
3, 4 All inds. of Class & 6 21 2763 60.66 .., 

All industries 9 676 45534 100.0 U 100.00 

1977-78 3201 Cotton Text S2 V55 17.19 17.27 
3519 uhem. nec .3 436 7.85 7.8? 
31-22 Print, Publish ~1 396 7.13 10.65 
3215 Cardage, Rote 2 207 3.72 3.72 
±000 
3.4. 

All Non-Manuf. 
All inds. of Class 6 

9 
25 

197 
2959 

3.55 
53 .25 .3. 

All inds. of Class 5 44 952 17.13 
All ids. 855 5554 100.00 100.0u 

1973-;9 4000 All Non-MLanuf. -11' 727 10.49 2. ,) 
Caraage, Rope 9 6z9 9.51 9.5 

3713 IronSteel Re-roll 5 1.83 6,97 9.9c 
Ship Build, Repair 2 358 5.16 a.-: 

6000 All Non-Manur. 5.02 21.25 
3," ALI indus. or Class 6 52 3797 

All indus. of Class 5 53 1176 16.97 
All indus. 768 6926 100. uO 100.00 

1979-ac 3215 
:u:3 

Cardage, Rope 
Fruits, Veg. 

16 

27 
1395 

987 
81 ' 

12.OL 
16.5 

31 Distill Spirics 5 959 8.19 .19 
3113 Fruit, Ve. 30 839 7.17 16.52 
A00U All Non-Manuf. 33 733 6.2::A 1'.90 

3,A All inds. of Class b 96 6923 59.15 
All inds. of Class 5 106 2'71 21.11 
All inds. 802 11704 100.0u 100.0u 

190-81 3114 Fish, Seafood 
3213 Cardage, Kope 
3691 Bricks, Tiles 

* 15 
6 
6" 

1745 
923 
544 

11.70 
b.19 
3.65 

12.55 
6.67 
4.63 

( 
( 

( 

3113 Fruits, Veg. 
4U00 All Non-manuf. 

zO 
11 

5u2 
499 

3.37 
3.35 

6.23 
9.A5 

( 
( 

3,14 All indus. of Class 6 100 8481 56.8 
All indus. of Class 5 125 2720 18.24 
All indus. 1683 14908 100.00 10..0 
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I7 

7.able 13.--Ccn:d. 

efear -.:ustrv, 

Size-
Class 

;o. off 

n r 

Class 

inv..est­
ment 

Share in Investzen: o: 

Class o: 
Cl. 2 

1nc.st r 
oC C.l. .1 

(1) (2) (3) (4) '5) (6) i 
(Code) (:o.) (7k Mill) (".) 

1981-82 3:07 Dveing, Beach 
3713 Iron Re-roll 
3Z22 Ag. Mech. Equip. 
3713 iron Re-roll 
3112 Dairy, Iceplant 
3,4 All incs. of Class 6 

All inds. of Class 4 
A-!l inds. 

3 
1 

20 
3 
24 

130 
655 

331 
298 
195 
193 
169 

1780 
1137 
427o 

7.75 
6.93 
3.06 

41.o.' 

1Ou.cu 

7.95 

0.. 

I cu.CO 

I 

1982-83 3.14 Fish, Seafood 
3233 Leather Prods. 
3713 iron Re-roll 
3b22 Ulass ?rzds. 
31- . Cigaratzes 
3,," All inds. of Class 6 

All iads. or Class 4 
A::*inds. 

6 
6 

6 
6 

4 

9 

111 

5-0­

20 

1 

111 
570 

142U 
7 L5 
2.4 
132. 

18: 
2895 

959 
5026 

23. 25 

.66 
3..;;0 
3.60 

13.083 
100.00 

7. 
3.65 
3. 60 

(2±) 
(A) 
I. -4 

1983-3-

. 

:9:-j5 
-

3201 Cotton Text. 
3207 Dedins, Bleach TExt. 

155 tarch Mar-uf.' 
3ac9 Fabricacec Metals 
""Z3 Metal, Barrel, Dru= 

S3, All i±-cs. o niass 6 
Al-, inds. of C;lass 3 
All inds. of Class .5 
All inds: o: Class 9' 

3101 Loc:on ±ext. 
523 MLa-'z u 

3713 Iron Re-roll 
J207 Dyeing, Zteach 
3207 Dvein2, Bleach 
j, 4 All inds. of- Class 6 

All inds. of Class A 
All ands. of Class 5 
All inds. 

6 
5 
6 
3 
3 
6 
3 

6 
456 
6 

5 
6 

5 
9 

22 

7 
20 
1 

120 
5±' 

I­

:S6 

2152 

21 
2 

67 
18 
6 
40 

71 
798 

1963 
490 
48 
334. 
260 
345 
1333 
10,8 
878'1 

238-S 
1135 
526 
399 
37U 

1487 
1474 
8073 

22.35 
5.z a 
5.5 
3.30S 
2.9A 
'0.37 
20.88 
1-,.39 

100.0u 

29.23 
1,.06 
6.52 
' .9­
41.58 
55.L9 
13.42 

100.00 

2 . . I 

3­

-C .. 

.0 

30.00 

S .06 
/.. 

10. 

100.00 

(-:9) 

(A) 
(5-2) 
(2±6) 

(::­
k2) 
*-9Y 

(se: 
(Jb. 

I 
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.a~e IL--c -.­ ~ 

BEST 
AVAILABLE 

Size-

Clas; 
:"o. of 

Un::s 
7otl. 
Inves:­

.har . ves:zcr: 

clez: c:as z -

U. 

(Coda)- (No. mY±) ( 

1 -a0 2ZA Silk, Synch rex: 
3/13 Iron Re-ro1l 
3711 Iron Mills 
J:C4 Sil Syrnth Tex: 
3835 Ejectric Butb 
3, 4 All. inds. of Cass 0 

ll inds. of Class ! 
1 inds. of Class 3 

.A:: inds. 

6 
6 

3 
6 
6 

4 

9 

25 
2 

,7 
71 

2 
47 

20 
374 

16:3 

29L3 
455 
275. 
26, 

26I 
003 
16671.. 
1139 
884: 

-

. 

.L.5 
2.! 

53. 

1.8 
1Z0.20 

.: 
1. 

3.15 

.. 

zO.uc 

t: 



BESTr 
AVAI LE 

Table IA.--Mo. "1 "nilI H ..un fo v i Aid O wla v.hal of Il"H .inal InIVLesItmentI by vvconleyq,stbl [Ip Ic ItkAr s I AI A.Is 

At .I Iqjh/h-H1 /H I j ~ q q HI / -/t 1H11 1 1I9-f I'liti-fi 111 8 1982-li I 1lIl-i4. Iqlli -it' 148*-dr _6t1e 

I. 110 0 1 t t 

lIevuol lut.* .1ilt '> b1 ! / l l (13i'),* 144 / 1 14 
Less-evloped 1S4 IN 2 M 21A .24 09 12 1 4ih' 21/41 

JSt 11eveloped III 1ih 1Il 21/ 1/"1 110 211 2% dill 1l2 201l 
TOMal 112 1)', 11,, dif (16il1 ()4 Sill 2141 11/) I'llI 

N. 1 I I ;h1 t2 III I' limu 

Duvulopl IM.9ti 98)./g2 41.112 4). 14 .11,79 47 40 74.11 67.16 t ,i A1.2II 
I. s-Huvi uluped 11.19 22.411 I N.h5 31.11 H1.111 12./2 21.12 I911 11.')4 21.'13 

istlieve lope l 1.1 I1.I1I 0.l1 25. b1 l.40 19.I10 t./1 II.14 11.11 21.09 
Total ll1l) 100 hilt ()I ()) 111) 11 i11) I(MI Mll il) loo 

3 1. IPuy e v K11 ;11re III1 Invet:: I li t 

Deveio 91 ".1)', / 1. t 11 f .22 514. (12 4'.01) 'h.'ll l il 1 / /.1,/ ' .' a
 

4 Les-ilevelopel 1/J ll 211.1114 18. 1 1/.1 1 's ti WHildlU 24.111 1's.4's 1 .N= j/.*t0
 

1.uMiEdth:vclolw'l 1.1' 1 11.Il1 t) l. Ill.I'S '1.12 14.11 1.2/ .14 11..'. I4.I.
 

Total IIII) 1)4) II() 10) |1)] lillt) I Ill lilt) W O( I llIlIf
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20 

So if 'tins 1001 

53) 31S-S y~ 

5839 ..­818 

3:0 

0 - - years 

1980-31 81-82 82-83 33-8 g4-55 

Fig. 2.--Dynamic 
firms. 1981-1986. 

port-savinq 
DI daca 

induscrLes by year, cott number of newly 

Source: Appendix Table A3 and 3. 



5: 
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I ­

... nts of t4-3S yot 

-­ zet'S for ext:*:fl 

=cl ;.e1~ n 

aO.olutt' 

C, 

I4 

xx 
inveszzeqt 

190-7 - 73-d7 93 08 cooon±nt toLttZivsm 

Year
 

81-62 8--83 53-84 541-55 85-3 

F".I~ 
 Ltz 
 c3fl 
c~z4.At..tnvn r-r. 197b-77 throtich 1985-86. * t data *r~ 

Source: Table 4., 1%V (~4C (Ep I1d 
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5 
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ithwe:.La t tnu ?ta* .*.-ITA 

5L:c-t.-a I1 

' -

s 

-Z0 
-I 

'I 

100 

0 Years 

100 

0 

2000 

1000 

0a 

51ze-Class 4 

I 

years 

Years 

t 

1500 

1000 

Si~-CLa~.s S 

-

500 

0 Years 

10,000 

Si:c-Clzss 6 

5.000 

a . 1 1 1 
1976-77 77-73 78-79 79-80 80-3L 81-32 8Z-83 83-84 84-a5 85-66 

Fig. 4.--Investment by size-cLass. 1976-77 through 1985-86. 
Source: Table 8. 

Ya=rs 

DI data. 
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Percenta;e of 
external componeac of 
to total investnent 

invest=ent 

70 

60 -

Stze-Ctass 6­

50 
Size-classI 

20 

Size-Class & 

10 

t - ize-Class J 

0 - L 
1976-77 77-78 73-79 79-80 S0-31 81-82 82-83 83-34 '84-85 85-86 

Fi-,. S.--Percentage of the imorted coponent of investienc to 
to cocal private inves-nenc. 1976-77 through 1V:-Uo., 3f d.atj 

hoursee: Thable S. 
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19S5-36 

=>zcr: Conternt ct
 
*Inves:2ent (.) 

-Ouinquen-

A 

50 

Ounicuen­

76-3 

,1978-79
 

I,'30 

- * . . 
20 ---. . 

7 

II-. 

10 

Size-
Ii nlass 

3 4 - 5 61 2 

i .-- Ipor: c en:an: c: investment, 1978-79.. 1985-3,, 1976-81, 
and L98I-66, D .data. - I 

Source:-table 8, s*..ra size-classes are also defined. 
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Share of 
New Firms 

60 J 

(Oc) 76-77 
"<,9-80 

82-8_3 

50 

73-71 
77-73 

T85-86 

S. 

40 

.30 

7/
// 

-

-
81-82 
83-84 

20 .. +-+ 

A. 

10 -.---­ 4./- 1 
0 

1 2 3 

,rig. 7. -Shares of new fir-s by 
1985-86, DI data. 

Source:- Table A3 in appendix. 
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size-class, 1976-77 
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Size-
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Foornotes* 

..us Ocnra (Fib. 1939), the ZGL has brought out a publi.iticn in 

*.*:: for the first ctme, i: has reported Li vears' da:j (Jverages for 

1:&3----1985-6 and separate data for 1986-87) on emolo*.-menrc and actual 

przduc:icn (but no information on investmenc). that report was no: 

available to us when the investment data were cmurertzed. The tact :az ­

it reports 3-year averages rather than annual data and cmits investent 

series altogether renders this source much less usetul for researchers 

than it would have been, had annual scatistics, including inves:=ent, 

been given. Nevertheless, we plan to look at ±:, too, to see what more 

car. be learnt from this source.
 

The data series available to us at the tine or -triting this report 

szaps at 1985-86. In 1986, A revised package of industrial Dolicy (RI?S6) 

-ns issued. 1f that-package also led in 1937 ca a re:eCitin o: :one 

inestent resporise co NI?S2 (wit. an equal probabity of a Drecipi:tus 

decline af:er that), employment growth may be doubly affected--once by 

:he -uaged effec:s of the 1983-4 invesc=en: .boom and acci::-nally by the 

.e=.z ament ;nerated by the construccion perizd o, prob.jble new inves:=en.m 

>.- worzs.:: i: 's poss-ble :a: tves:mez: av ;o -rstep :orard anc 

zceps backn-.ard w::hou: materillv .i::ec:ing t:m :warg :rent! n 

to :-n .*esz-Hoy e ..D'V 


.. : tor the .*ear; 19o-17 and 277-3S co .er:y :s SOCCu
 

One Is :empkd to z--nsLJer the Joarumrs 0: ban (espectJI .e Dr.)
 

cred1: to the ndustrv as jne .: rne pussible unalan.cing factors. 'SithCut
 

.o1n; deep into this exol1rir here, we si=piy note that that does not 
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cau- :orthe slu4;ishness &: in.ves:=.et afte: ::e b963--0., as ly be 

set:- :rom tho following statistizs: 

Bank Credit in :akas billion 

Year (in Current Prices) 

All Banks ES & 3SRS 

1972 2.39 .0038 
1973 2.91 
1974 3.25 .0154 
1975 3.01 .0424 
1976 3.54 .0730 
1977 5.15 .1337 
1978 7.39 - .4051 
1979 10.87 .3113 
1980 123.54 1.1054 
1981 19.25 .9630 
1982 23.83 1. 0482 
1983 31.39 - .7985 
19S4 -8.36 .4856 
1985' 69.44 - .2143 

*0W 
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