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WORKING PAPER #1 

A H:STORIcAL SURvzY OF SMALL INDUSTRIES
 

AND INDUSTRIAL POL:C:ES IN BANGLADESH 

Obiective
 

A critical survey of small enterprises and industrial 

rcicfes and investment incentives since Liberation.
 

Analysis
 

This is a historical survey of two topics: (1) the growth of
 

-mall
enterprises relative 
to large enterprises in the
 

manufacturing industry of Bangladesh with comparisons with other
 

countries at selected stages of their growth, and (2) indus_7ia. 

cclicles.
 

in this working paper, we critically examine existing 

C-ucies on small industries and identify gaps in data and 

analysis. The survey provides a setting in which the 
 problems 

C_ emIoyment and small enterprises will be examined in this
 

project.
 

The policies from the country's wholesale nationalization in
 

through adual liberalization during subsequent years, 
the
 

N:? iC.2 the El? 1986, and otrer policy reforms are summarized, 

surve*.:ed, and critically examined. Possible impact of these 

poli4cies on small enterprises is speculated in theory and in the
 

'
revaN!2inq environment Various incentives and policy
 

.... ..... to pr.-,:tE industrJlization of small and large
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subsectors, exports, and employment are briefly dcribcS.
 

Findinas
 

The country has enacted all kinds of policies to promote
 

investment and industrialization. A major task of this project
 

will be to assess the impact cf policies on the stated objective.
 

Policy imDlications
 

From the critical survey, we derive implications for
 

research rather than for policies.
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WORKING PAPER #2 

METHCDOLOGY OF POLICY ANALYSIS
 

Objective
 

To describe the main methodology of research and analysis of 

the project.
 

Analysis
 

Two methodologies, among others, are discussed and empirical
 

relations are derived: 

(1) Effective rate of assistance. --- The concept of the 

effective rate of protection (ERP) is extended to, what is here 

called, the effective rate of assistance (ERA). For it, an 

empirical relation is derived to obtain the net incidence of all 

policies, including domestic, trade, fiscal, monetary,
 

regulatory, industrial as well as agricultural. For an industry
 

may be protected not only against foreign competiticn but also
 

against another domestic industry, e.g. , industry against 

agriculture. In addition to the -policies affecting material 

inputs, those inpacting primary inputs are also treated.
 

(2) Qualitative policies.--The methodology of translating
 

regulatory and other qualitative policies into quasi-tax and
 

quasi-subsidy measures is described, and several empirical 

measures are actually worked out, for example subsidies to 

fertilizer, water control, 
HYV seeds, and rental equipment for 

agriculture; treatment of overdue debt in different sectors, 
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credit subsidy, and so forth. 

may be noted that
It the ERA is a new conceot 
in eccncmic
 
literature and, to the best of my knowledge, has not 
been used or
 
estimated before. 
 Nor would one 
fi.d a time--series of ERPs, 
not
 
to szeak of time-series of ERAs, anywhere in 
literature.
 

(3) Total factor productivitv.--The 
methodolocy 
of total

factor productivity analysis 
is described. 
 In this chapter, we

briefly derive only the Solcw formula. However, we 
handle 

types of assets and 6 types 
of 
labor here, unlike Solow who has
only aggregate capital and labor. 
 In 
the empirical part, 
we

extend 
it to the 
frontier analysis, 
where translog stochastic
 
frcntier production functions 
are estimnated.
 

The aumented 1-0 Table
 
The treatment of 
these measures 
through general equilibrium
 

mcdels is described. 
Scme general equilibrium models, such as an
 
augmented !-0 
table with 14 
skill classes 
of labor, are 
only

theoretically described 
in this working paper. 
 A preliminar-y
 
e"DiLZca. analysis based 
on the augmented i-0 
table appears in 
the flocd report. 
 A revised 
one is 
under preparaticn 
(as of
 
Jan.10, 1990).
 

Findincs 

The relations 
derived are 
simple and 
are expected to 
yield
 
rich analysis.
 

Policy imolications
 

The EA is a 
suaunary measure of all policy vajriables, which
will be handy 
in assessing 
the imoact 
of policies 
on
 

nd._u tria-ization.
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WORKING PAPER #3
 

TOTAL FACTOR PRODUCTIVITY AND EFFICIENCY
 

BY SIZE-CLASS OF MAINUFACTURZNG ENTERPRISES
 

AND I!,E-ACT OF POLICIES 

Objective 

To measure total factor productivities 

Analvsis
 

In this study, we measure year-to-year rates cf growth of 

total factor productivities (TFPs), factor intensities, and 

several other ratios at the firm level and four-dioit-industry 

level, from the panel data for about 2000 establishments of the 

C:l data. The panel data were created by merging 12 years' files 

(from master tapes) of the CMI from 1974-75 through 1985-66. 

Es:ablishlrnents are divided into three classes: "old" firms which 

existed throughout the reference period, "new" firms which did 

not exst in the first year but entered the industry in later 

years, and "moribund" firms which were in the sample in the
 

initial year but exited in subsequent years. The results are
 

ctained'by size-classes of firms.
 

Working Paper No.3 was prepared when the data upto 1983-84 

only were available. By December 1989, the data for two 

additional years became available. The calculations were redone. 

1n the new set of data, the "old" subsample shrinks from 393 

units to 277 units, while the subsample of "new" firms becomes 

correspondingly bigger. The results are analyzed in a subsequent 
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working paper (WP #15).
 

Findinos
 

The results suggest that total factor productivity has
 

declined in the manufacturing industries of this country.
 

Puzzlingly, it has declined more in the 50-100-worker range than
 

in other size-classes. The impact cf the major policy package cf 

the period, the NIP82, is not clear, as the data for oniy one
 

year after that are available.
 

Policv.imulications
 

A major effort is needed to improve the productivity and
 

technology of industries of this country.
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Working Paper 	No. 4
 

AN IDENTIFICATION OF DYNAMIC SECTORS
 

(Evidence from the Economic Census, 1986)
 

Objective
 

To identify dynamic subsectors from the recently done Economic
 

Census (1986)
 

Analysis
 

a
carried out mainly to develop
The econcmic census was 


It, however, generated
frame for 	future surveys of enterprises. 


economists, employment,
three variables of interest to namely 


not mechanized),
(separated into mechanized and
number of units 


born, went into production.
and the year in which the firm was 


Using the date of birth of
 These variables pertain to year 1986. 


created time-serie- of/,imployment, under the
 the firm, we 


same employment in the year of
 
assumption that the firms had the 


It is also to be
 
their birth as in the enumeration year 1986. 


noted that this census consists of only the survivors. The
 

results should, therefore, be interpreted with these caveats in 

simply to use another independent data set
 mind. The 	purpcse is 


to 
identify relative growth rates of different 	subsectors and to assess
 

the impact of 	policies.
 
Findincs
 

far higher 	industrial
The years 	1979-80 and 1980-81 reveal 

the years after 1982. Some industrial policies
expansion than 


the writing this
 
were also. prcmulgated in 1979-81. 	 At time of 


a precise measure for the
 working paper, we did not have 
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That series of data
macnitudeF cr assistance in different years. 


hecame ava-lable in due course. Thaz analysis will be presented
 

4n a .ubsecuenz szudv. 

To a sess -he impac- of pnclices, we can:. z *usz icck at one
 

cr two benclmark years when policies were issued. The Lnact maY 

an-ear with a lag or even inszanzanecusly by the change c

environment. 

" = = - , -Small establishments c e r show a ris: : trnd over the 
last two decades. A.mong -hem," food-processi n g industries, 

es-ec--:ay in leas--devecp ed areas, show a dynamnsn. The 

-ndings create more cuestions than are answered. The 

has declined over the referencewr-ker/establislh,_ent ratio 

ceriocd. 

Policv imnlications
 

whether the noted hither increase in employment in the small 

sector is because of oolicies or despite of them remains to be 

veriied. The result about food-processing industries suggests 

that policymakers should keep them in mind for future plans.
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WORKING PA-PER #4A
 

APPENDIX B
 

DETAILED CROSSTABULATICN
 

ECONOMIC CENSUS 1986
 

This appendix consists of detailed historical tables for
 

employment at the district level, by econographic areas, and scme
 

other dimensions.
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WORKING PAPER 45
 

SET OF QUESTIONNAIRES
 

FOR TE M.ULTISECTCP_;L ECONOMIC SURVEY 

Oblective
 

The objeczive of. this se: cf 7 cuestionnaires fcr the 

nonagricultural sector was an attempt by data-users to start an 

:nterac:4cn with the data-aenerators of the Economic Census 

Depar-tment of ES, with a view to increasing the usefulness and 

productivity of the upcoming economic surveys. 

Analvsis 

An unofficial data-users group was set up with the 

:nspiration of the Secretary of the Statistical Division of the 

Ministry of Planning, which included members from BIDS, 

University of Dhaka, a retired Member of the.Planning Commission,
 

ar.d the HI7D advisor. They tried to open.a dialogue with the
 

da:a- :enerators. 

Seven cuesticnnaires were prepared for 7 major sectors of 

t)e nonacricultural sector: 

manufacturing 

whce and retail trade 

construction 

transDort, communications, and storage 

community, social, personal, and business services 

finance, insurance, and real estate 

fishery 
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Findinas 

The dialogue broke dcwn, as the Econcmic Census Department 

was reluctant to accept the inrut of data-users. So labor was 

wasted and nothinc came out of this undertaking. 

Policy imolications 

The effort at improving the quality of data was then shifted 

to the Planning Commission, where a subcommittee, called Data-

Assessment Group, was set up 
(also by the Secretary of the
 

Statistical Divisicn) under the chairmanship of Acting Joint
 

Secretary Mamdel Hossain. 
 It worked for about 4 months and
 

submitted a 30-page report on data gaps to the 
Secretary,
 

Statistical Division Nothing came out of 4t.
 

The matter was raised by this advisor again when the
 

Secretary of the Statistical Division asked for his 
comment in
 

early January 1990 on 
the Aide Memoire on National Accounts
 

prepared by a UNDP mission for improving national accounts.
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WORKING PAPER #6
 

A METHODOLOGICAL NOTE ON 

EFFECTIVE RATE OF ASS:STANCE
 

BY.INDUSTRIES OF THE i-0 TABLE
 

Obieczive
 

To clarify certain methodological issues in the preparation
 

Cf the effective rates of assistance.
 

Analvs-s
 

The issues involved are:
 

I) Price and quantity control policy, specifically food
 

procurement price policy for rice and wheat.
 

2) Debt, overdues 

2) Subsidies to: 

a) farm machinery 

b) fIe.-ti1izer 

c) HYV seeds 

d) irrigation (water control: drainage, floods, etc.) 

e) other 

Findincs
 

The tax-subsidy-equivalent measures were calculated for each
 

o' the policies listed. 
 This is one specimen of how 

intersectoral discriminatory policies handled in theare 


calculation of the ERAs. 
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PC2.icv irnzlicaticns 

This is an inte--mediate study. Creates data Alcz c .zrr 

szuies. Hence 'there is no policy1 4mnica::cn.
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WORKING PAPER 7
 

ES7.I _ATES OF EFFECTIVE ASSISTANCE
 

TO TEXT-LE -RCDUCTS 

1974-75 thrcuch 1987-88 

Ob .e ::v 

To estimate effective razes cf assistance (ERAs) to tex-ile 

Analvs :s 

This was the first study on ERAs done in this project. 

Subsecuent to-that ERAs were calculated for about 100 other 

prodcts. This paper contains estimates for cotton saree, cotztcn 

lunci, mi2.l-mnade fabrics, polyester -abrics, knit fabrics, and 

read.made garenzs for export. 

-storica11y we can observe certain changes or fluctuations 

in -e l.evels cf assistance to individual products. However, 

t- s _eve! has remained high throughout the reference period for 

the i-4orz-subsituting products. An upward bulge is clearly 

discernible af-er the NIP82. Realized or observed effective 

assiszarce is modest for handloom products, knit fabrics, and 

exncrzn rducts. 

Po ic/ imo1icat_4ons 

Since exnort products enjoy less protection even after 

va:.....s export incentives, a reduction in the assistance to 

dcmeszic oroduce-s is in order, as otherwise, producers tend to 
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sell as much as they can domestical y *at higher prices) .at the
 

expense of exports.
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WORKING PAPER #8 

AN ANALYSIS OF THE IMPACT OF POLICIES BY SIZE-CLASS 

OF ESTABLIS-2.ENTS IN BANGLADESH: PAPER PRESENTED AT THE 

HIID RESEARCH CONFERENCE, MARRAKECH, MOROCCO, 

OCTOBER 26-29, 1988
 

This was a conference pacer prepared for HIID's 

International Seminar, Marrakech, Morocco, held in October 26-29, 

1988. Being a summary of various working papers, it is not 

aiven here. 



WORKING PAPER #9
 

DOCUME'NTATIONS
 

OF VARIABLE RECORDS OF 

VARIOUS DATA TAPES
 

Obiective 

Documentations are prepared so that future researchers can 

use the data computerized by this project.
 

Analysis
 

This project has created nine important data sets, almost
 

all of them from master tapes or office records of raw data from
 

the data-generating sources. These are:
 

1. The-CMI Mere File
 

A 12-year merge file of the panel data generated after
 

extensive edition from the CMI. This source contains data 
on
 

production, costs, employment, etc., and is probably the first

ever-prepared panel data on enterprises in the world. Perhaps
 

not all scholars are aware of the fact that the creation of the
 

panel data, also called longitudinal survey data, is an
 

innovation in statistical data generation that has improved the
 

quality of empirical research immensely, in the past two decades.
 

It started with the "War on Poverty" in the late 1960s in
 

America, when data were 
recorded for chosen individuals or
 

households each year or month or for even shorter periods to see
 

the impacts of experimental programs and policy measures between
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controlled and uncontrolled groups. 
 The so-called "repeat" 
farm
 
management surveys of 
India and 
some other developing countries
 
were not addressed to the same 
farm households in subsequent
 
periods. instead they filled
were for different 
farms in
 
different pericds, though 
in the same diszrict or village. 
 As 
such one cannot study the changes in the econcmic positions and 
other characteristics of the same micro unit over time.
 

While it is practical to design 
panel surveys fcr 
households, firms, or byfar--ms noncovernmental agencies; it is 
not ordinarily feasible to do so for enterprises by agencies
 
other than the 
 constitutionally authorized census bureaus. To
 
the latter alone 
 a refusal to reveal cost and croduction 
:no-m.aticn is illegal. Firms have many reasons to kee their 

accounts and operations 
secret. By expunging all identification
 

cocdes from the 
 CMI data, we prepared 12-year-long panel data 
ser i es of industrial enternrises. For the same reason, we do not 
calculate or report results for individual firms, buz do so cnly 
fcr industries and groups. Nor is there any need to makze
 
calculations individual units. In a multiplefor 

regressicn 
based on micro units, for instance, the identity of firms is ncz 
needed at all, and is eliminated without 
any trace. Same -nn
 

--ncens in cross-"abu"ations calulations by size-classes, an' 
Zc forth. Without micro data, on the other hand, no behavioral. 
relation can be estimated. A high degree of insight inzo the 
fir behavior and fin efficiency can, "for instance, be gained by 
fitting stochastic frontier oroduction functions to the panel 
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data, which would not be possible from a single cross-section, or
 

a single time-series sample, cr even combined time-series and
 

cross-section data, or repeat survey data for that matter.
 

The Merge File has been kept on both the tape and diskettes,
 

so it can be used on the mainframe computer and personal
 

computers, to whichever a researcher has access. The bigger,
 

master tape data are on 15 diskettes and the smaller, summary
 

tape of 4 variables--output, capital, raw materials, and labor by
 

six skill-classes--on 3 diskettes.
 

2. The DI File
 

A 10-year time-series data from the Department of Industries
 

on "sanctioned" investment with a few other variables.
 

3. 	The Economic Census File
 

A 15-year time-series of employment by 4-digit industries
 

developed from the Economic Census, 1986, by various dimensions.
 

4. 	The ERA File
 

A 15-year time series of ERAs for over 100 products,
 

prepared from diverse sources. It contains various tax and
 

subsidy rates, quantified policy variables, border prices, and
 

other variables listed in the appendix to Working-Paper No. 14.
 

5. 	The Household Expenditure
 

Survey, 1985-86
 

This is a taDe of selected records. The daily records of
 

food expenditure have been summed up to monthly magnitudes. Only
 

the latter variables, along with other records, appear on the
 

tape.
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6. 	The Labor Force 

Survey, 1985 

This tape consists of data for the latest labor fo.ce 

survey. The labor force survey is done at the household level. 

Note that neither the household expenditure surveys nor the lahcr 

force surveys can be merged to form panel data. They do n cz 

cover the same households, in ceriodical surveys. They are ncz 

dcne annually. In recent years, the labor force survey has been 

dcne in every other year. No attempt was made to Combine various 

years' surveys. 

7. 	:j7ID/IND Survey 

1988-89 

This survey was done by the ITID/ES7=V Project. It con5s-i-s- of 

two 	 subsurveys: the factory establishment survey and th_ 

hcusehcld or cottage industry survey. The documentaticns fcr
 

these have not been photocopied. They are available cn
 

diskettes. 

8. 	Updated Census of Manufaczurina Industries, 1974-75, 1975-76,
 

1979-80 through 1985-86, Master Tape, revised documentation.
 

9. 	 Uodated C-nsus of Manufacturina Industries, 1974-75, 1975-76, 

1979-80 through 1985-86, revised documentation: Summar V 

tape: data for output, capital, materials, and labor (by 5
 

skill classes). 

Findinas 

These data are both on diskettes and tapes. They will "e
 

thre 	 .roperty of the Planning Commission when this project comes 
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' be a~dressed to the Member,
to an end. Requests for copies 


GED.
 

Policv imnlications
 

free access

Nct relevant. But this office has a policy of 


bark. Documenzati5onsto any researcher to the entire data and 

nr tapes will be suplied cn rea-est
the accompanying diskettes 

such sharing of daza -it 
to desirous researchers. We encourage 

other research centers. 
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OF TE~ 19-E- ?F.C.'D ;-'UkES 

:N SANIGMADEsCH. 

Tc a ram~id asSessme-: c~ Z. ex.zenr andc d:sz=r_-z.C 

c: Z..-e tdazaces c~use2A Zy f2lccds.:e :==33 


Arnal-.s is
 

The daaces -,;er-3 assessed zarcss vari..cus sectzcrs, incluc: 

emc-oienz, and" so for-*-. Th ~ : was eszatec "zeween 

zci~ez.czc--s=Ses k~ re, occuairs:e 

s S r-1 - a -.- I c nc 

~ega:zarea7s, and ct-er- =rcu:s. -,e resul-s reocr-:e=d are 

Zas:e- crn a sa.-zpe cf 77 u:oaz2..s. 

Dezraces ar-e analvzed 4-7 two,; =arzs; ka) one-sl.o.t, terocrarv 

icss cf cutpuz due to the ±flinc of orcductive canacizvr 

Wc :.:e :7Saua at: _: e~u:cze In er.d :cos 

s-oz 'ae c:=a -as a-4 S ~ar 4nerru:-Zcn in Zne :G-. 

-Cc-e and (b) ne=rn_:nent .:sses die to damiaces to mac".nry 

aron~~2~cs 1veszock.,±:arcr, and similar capital 

szoc. 'Fcr t!"le latter, hozl,.. direct End indirect effeczs cn 

em-,OVl_ ent arl outDuz are est'_ -__t 
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Findinas
 

While the poor were found more vulnerable to the ravages of
 

natural disasters, there is little evidence for small enterprises
 

suffering more damages than large ones. It all depends upon the
 

geographic area where a sector is concentrated. The handlocm
 

industry suffered probably more because it is concentrated more
 

in flood-prone areas.
 

Policy imDlications
 

The magnitudes and the distribution of the damages were
 

brought to the notice of policymakers. It was left to them to
 

derive policies.
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WORKING PAPER #11
 

AN IDENTIFICATION OF DYNAM1IC SECTORS
 

FURTHER EVIDENCE FROM THE ECONOMIC CENSUS, 1986
 

Objective
 

The main purpose of this second study based on the Economic
 

Census is to identify dynamic sectors
 

Analysis
 

Mean annual rates of 
expansion of establishments and
 

employment were calculated by 4-digit industry from 1971 through
 

1986. 
 They were also done by three epochs, 1972-75, 1976-81, and
 

1982-86. The industries that satisfied the 
following criterior 

were categorized as dynamic: industries in which employment grew 

at a higher rate in Epoch 3 than in the previous two epochs and 

atained at least 10 percent incremental rate of growth of 

employnent during the entire period.
 

Findincs
 

Dif.eren. size-classes predominate as dynamic in different 

industries. 

Policv imolications 

Will be derived when combined with other results. 
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WORKING PAPER #12
 

AN IDENTIFICATION OF DYNAMIC SECTORS
 

AND AN ASSESSMENT OF THE IMPACT OF POLICIES 

Evidence from the DI Data in Investment 

Objective
 

To measure investment, to analyze the impact of policies cn 
investment, and to look at the dynamism of various industries in 
combination with other results.
 

Analysis
 

The investment data were 
 computerized from the files of the 
Director General, Department of Industries, for a period of :0 
years, from 1975-76 through 1985-86. Information from this 
source is 
available for "sanctioned" investment, 
including the
 
import component of investment and production capacity. 
 These
 
statistics are available by source of credit, by indus:ry, by 
geographic area, etc. The data analyzed here pertain to 
"sanctioned" investment and not "realized" investment. Thelatter series is, however, available from the same sourre (now 
BOI), but only at the aggregate level. For that, see the 
postscript below.
 

Findincs
 

Thim i. Lh Lhlzd source used to identify growth sectors and 
to assess the impact of policies. The results of this papr will 
be combined with those of TFP and employment of earlier studlies 
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n a susecuent paper. 
Cvrall private investment as a Percentage of s, cr P 

-he 

-. i1dv till 

early 1S0s. 

year 1980-81. Then slummed 7.reciDi- .uS-I in 

.cv imrlcaricrs 

Cn 

re.-as 

the whole, investment remains sluggish. 

"-will be discussed in a subsecuent working 

Sc-

paper 

o- the 

The DI data have been undated/ to year 1982 
"sancticned" and "realized" series are available f 
thrcuch ".9E9 though the latter at the agregate level c. 

sc" t: analysis of the extended data will a-

Beth 

.m1973 

!y. .he 

:a ia a 

Suhse-uenz paper. 



WORKING PAPER #12a 

DETAILED TABULATION ON INVEST.ENT 

(APPENDIX TO WORKING PAPER 412) 

This appendix presents detailed tables of Investmentan 
documentation for the variable records in the data tape. 
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WC.K:ITG PAPER #13 

I:.ACT CF PCL-cIS
 

EV:DENCE -R.CM A SU.-EY OF :NDUSTR AL LEADERS
 

TO elicit the vie'ws -: industrial leaders abcut the 

* -- ssicn that they have nnc res-onded to inves-ment incencives 

----ot-r .clicies aimed at crn.cting industrializaticn. 

Cver 53 senior cffice-bearers of industrial asscciations, 

:ha_-~ers of cor.ere and industry, corpcraci ns, banks, and other 

"-^uses were interview,'ed cn behalf of the lanninc Ccrnmissicn. 

Th_r csonse was very gccd, in that many asscciaticns mez us ,. 

cz-r:-::ees, several apocinted ccmmittees to fill our 20-page 

-".*-i nn'ireeswere held invarihab v "i-h senior 

office hearers as the scokes persons, and they expressed their 

leaders are, by
_-n.ustriax 	 - -!carge,unanicus in admitting
 

h.r feeble resconsiveness tc 	incenzives. F. that they blame 

s.uczng, 	rent-see:<inc, c in long delays and ccmrplexities 

-chaining various sancticn and in other dealings w-!h 

-"-'.- At the same time the', are not wil ling to fo:ezo 

_. 	 -. i
.-- -- isz-tc t-o tir-:nu r e s , including protection of 
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their products. A few of them, however, tend tn agree that the
 

root cause of smuggling is high tariffs and import bans; the root
 

cause of many other ailments is too much regulation, controls,
 

and licenses. Some of their complaints about labcr indiscipline
 

seem genuine. Their explanations for default on debt remain
 

unconvincing.
 

Policy imDlications
 

The root cause of smuggling, rent-seeking, and corruption
 

needs is high protection and other assistance. It needs to be
 

uprooted. There are too many high-cost industries kept alive by
 

high assistance. These industries are the main cause of
 

industrial sickness. A productivity growth policy is in order.
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WORKING PAPER 414
 

EF-ECTIVE RATES OF ASSISTANCE
 

Objective
 

Lo analyze the net incidence of policies
 

Analysis
 

The relaticn chosen to 
summarize the 
net incidence of all
 
sorts of policies is the EA. This index was calculated for over 
100 products from 1973-74 through 1987-88. T.he purpose of 
ca.culatL. the time-series of ERAs to estimate thiris 
 impacz 
on prCduction efficiency, invest
me t employment, T-?, 
an' other
 
pertinent variables, which 
can be fruizfully done only over tiL.-e
 
when both policies and the stated variables change. Observed 
over Zme, Bancladesh is a laboratory cf experiments in pclicies,
 
as zhe-v have varied ver_ 
frequently, quite disparately 
between
 

industries, and by wide degrees. 
 For a survey of fndustr.al
 

policies, see Wcrking Paer No. 1.
 

The ER. to indus tres varies f:3 - 24 p ercent cr juze 
textiles to as high as 250 percent fo: tcbacco products. On the 
who-e, the assiszance rates are very hi:h.
 

Policy im,1±cations 

-iigh ERAs and ERs are the main cause of smuggling, 
corruption, and hich costs of producozin in many induszr'es. A 

drastic reduction is called fcr. 
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Addendum
 

The report contain-z-.Z-.z by 4-digit industries and I-0 

categories. A little more work was done in a subsec-uent repor

including an aggregation of ERAs 
at the overall indus:rv level.
 

According 
to the latter measure, ERAs increased by over .-C
 

percent during the 1980s.
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WORKING PAPER !15
 

PRCDUCTIVITY AND ECONOMIC DEVELOPMENT
 

IN BANGLADESH-


Objective
 

The objective of this study is, first, to spel! out the role
 
6
 

oz
 
of productivity in econcmic development in general and, second, 

to present estimates of year-to-year changes in prcductiv. -, in 

the manufacturing industry of Bangladesh, by size-class of firms. 

Ana2.vsis 

This study measures year-Lo-year changes in total factor 

=roductvit-v and presents several other indices of productivity 

4n the manufacturing induszr-ies of Bancladesh. The data base is 

the C:.I Merce File, 1974-75 through 1985-86. 

e methodolcgy of this study differs frcm that Cf the 

efficiencv study in the same industries, presented in a 

sucsequent wcrkingaaer. This stucy :s based on the accounting
 

method cf Laureate Solcw, which does nct assume any specific form
 

o: the Droduct ion function As such, it suffers frc. no 

scecificaticn bias. On the other hand, it has the weakness of 

beinc nenszochastic, in that it is a measure of the residual
 

factor of productivity. It picks up the effect of scale
 

economies, excess capacity, technological i4mprovements, change in
 

factor cualitics, and even random infl1uences. In this paper we
 

have not tried to decompose productivity into different 

ccmo.nnents or to search for the sources of productivity growth. 
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The other paper 
is based on frontier production functions 
an
does attempt to separate out 
some of the sources of productivizv
 

growth.
 

The objective of 
this study is a limited cne, to stud'
 
changes in total factor productivity by size-class of 
industries
 

and some other dimensions.
 

Findincs
 

The findings are depressing: Over two-thirds of 4-dicit
 
industries have suffered a decline in total 
factor productivity 

(TF?) in Bangladesh. The TF? performance is higher in large 
industries than in medium and small industries. Other indices 

support this result.
 

Policy i-molications
 

The main source of prcductivity growth is technology and
 
human capital. 
 We find that technology is one of the most 
neglected factors in this country. Treating this result as a 
hypothes-s, we carry out an extensive analysis of other growz' 
factors in Working Paper No. 16.
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WORKING PAPER #16
 

AN ASSESSMENT OF T?!E IMPACT OF INDUSTRIAL POLICES
 

IN BANGLADESH 

Cbjective 

To assess the impact of policies on pertinent growth
 

variables.
 

Analysis
 

We begin by measuring annual 
rates of change of several
 

pertinent 
growth variables, such as investment., productivity,
 

. efficiency, employment, industrial output, and the like. 
We
 

also prepare a summary measure 
of policies at the aggregate
 

manufacturing industry level, 
to see whether overall effective
 

assistance (ERAs) has increased or decreased over time. 
 However,
 

the main series of ERAs were prepared at the micro level, which
 

are used for eccnometric and related analysis.
 

Next we view the changes in these variables in. relation to
 

policies (ERAs), 
 In this analysis, most of the series calculated
 

in earlier working papers 
are brought tcgether. In particular, 

the impact of policies is tested by regressing various growth 

variables on ERAs and several control variables. 

Findincs
 

The findings of this analysis are as distressing as they are 

startling. The *growth rates of almost all variables--investment, 

productivity, industrial production--have decelerated in the 
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1980s. Total faczcr productivity has, indeed, Nc t 

-only the productivity of industries is low in absc zer.s, the
 

'.aD has increased between Bangladesh and its ne:4ztz:-- e.-, 

Thailand and india). 

Policies, as measured by ERks, are negatively relazed w:th 

the stated variables. That is to say, high ERAs have dcne mcre 

harm than gccd to the economy. 

Two of the main policy implications are (a) a shar=
 

reduction in ERAs and dereculation in ceneralI and (b) a Mu.h 

higher level cf Industrial R&D than that it is today with a view 

to raise th.e rate of industrial innovations. 
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WORKING PAPER #16B 

EMPLCYMIENT AND SMIALL ENTERPRISES 

T:-7 CASE CF 1ASGLADFSI 

Cb~eczive
 

This paper was writzen fcr =iID/Ca=nbridce multicountry EEA 

Pro'ecz. By the nature cf it, it is largely a summa_-y of other 

pazers, includ~ng intrcducticn, survey of policies, and sc forth. 

Therefore, it is nct given a seoaraze number. Since it draws 

mcre ucn NP #16, it is assicned Nc. 16B, a sort of appendix to 

4.-

Analvsis
 

F-cr analvsis, see in particular capers Nos. 3 and 16.
 

I
Sma enterDrises have an imocrtant role to p1av i. 

Bancladesh. But their growth depends scarcely on fiscal 

:ncentives and similar assistance, 1ut larcelv cn demand, i.e., 

.the overall rate of crowth of the economy, to whic h they also 

ccntribute. At the same time foCr imoroving resource allocation 

and increasing the rate of economic develocment a reducticn in 
ro__ discrimtination against zenem is in order. io more fisca 

and monezary incentives to small enterzrises are going to be 

produczive. What is needed is a sharp reduction in the fiscal 

and monetary incentive to large enterprises, which policy would 

bring them at par with small enterprises, both in the efficiency 

terrain and on equity grounds. With the hiah effective 
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protection and assistance, large enterprises tend to look inward
 

to the domestic 
demand and crowd small enterprises out rather 

than outward to exports to make room for small enterprises to 

fill the gap domestically.
 

Have 1980's Industrial Policies
 

ImDacted Industrializaticn?
 

There are serious doubts abcut it.
 

The Economy Is Chokincly
 

Over-Reaulated
 

Investment has been sluggish. 
 Industrial output growth
 

rates have decelerated. 
 Exports with relatively lower ERAs have
 

shown 
some progress, whereas tie import-substitution groups of
 

products with many times higher ERAs have 
stagnated. Small
 

industries with 
low ERA, too, have experienced some progress.
 

Growth and efficiency are negatively impacted by policies.
 

Policy implication
 

1. Dereaulation in several areas.
 

2. A big effort needed to promote technology transfer frcm 

abroad, for which purpose a substantial increase 
in R&D is
 

recommended.
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WORKING PAPER #17
 

AN ACTION PROGRAM
 

PURSUANT TO T':E NATIONAL 

SCIENCE & TEC[-2:CLOGY POLICY 1986 

December 1989
 

-This note was prepared on request by Mr. Eusuf, Secretary, 
Divisicn of 
Science and Technology, for 
being included 
in the
 
agenda of the meeting of the National Council on 
S&T (chaired by
 
President, 
Hossain Muhammad Ershad).
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WORKING PAPER #18 

AN ECONO C ;-'ZSS OF INDUSTRIAL DISPUTES 

IN BP-NGL7DESH 

Oblective
 

One of the problems pointed out by almost every induszr :al 

leader in HIID's survey of industrial associations is, in their 

words, indiscipline among workers of Bangladesh. Gheracs,
 

hartals, industrial disputes, and roughing 
up of managers for
 

such matters 
as the hiring of temporary (instead of permanent)
 

workers, firing 'of workers, political reasons unconnected with
 

the firm, rationalization and reorganization of jobs,'and so
 

forth 
are stated to be common occurrences. When 
we met labor
 

leaders, they blamed employer- z:, 1y vt."'DC3 erously for
 

undercutting workers' privileges. 
 Any study of industrial growth
 

in Bangladesh would, therefore, 
not be. complete without an
 

analysis of industrial relations.
 

Two studies are planned: one on industrial disputes and the 

other on labor laws. 
The present working paper is devoted to an
 

economic analysis of industrial disputes. An analysis of the
 

labor code is in progress.
 

Analysis
 

Industrial disputes are 
classified by regions/districts and
 

by economic and political reasons. Both cause and effects of 

disputes are studied. A section is devoted to unions and 

industrial disputes. 
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focus is the relationship between industrialParticular 

disputes and productivity. An unsuccessful attempt is made to 

the causal direction of the relationship between the
deternine 

two variables. 

Findincs
 

over economicIn recent years, political factors have taken 

the cause of disputes. Bargaining procedures have
factors as 

to some extent, inasmuch as an increasing number
been undermined 

in unconditional return to work.
of disputes have ended 

losses through disputes
Estimates of production and employment 

are analyzed. 

Policy imolications 

The main cause of industrial disputes in Bangladesh seems to 

be the.stagnaticn of industrial expansion.
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Working Paper No. 19
 

Technical E4ficiency and Prod

uctivity Growth in Ban-ladesh:
 

Frontier (TL) Production Functions
 

Objective
 

To estimate technical efficiency between firms (small and large
 

firms).
 

Analysis
 

Translog frontier production functions are fitted to about 30
 

Lndustries, using the CMI panel data. This is the most susitable
 

production for the purpose. Efficiency differences between firms are
 

then related to policies and other variables to explain the estimated
 

differences in efficiency.
 

Findings
 

Small firms suffer from technical inefficiency in comparison to
 

large firms.
 

We failed to find any relationship between efficiency and
 

policies.
 

Policy implications
 

There is urgent need to raise the technological level of small
 

firms. Large allocations to R&D are needed, as these small units cannot
 

develop innovations and new products.
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Working Paper No. 20
 

An Identification of Dynamic
 

Subsectors
 

Objective
 

To identify dynamic and otherwise desirable subsectors.
 

Analysis
 

The analysis of this paper is based on HIID/ESEPP Project's new
 

survey, named HIID/IND Survey, 1988-89 (data for 1987-88). It uses
 

mainly the methodology of crosstabulations. It is carried out at two
 

planes: (1) time-series data for 8 years for investment, sales,
 

employment, and number of new units. The analysis is done by old and new
 

firms, by 10 subsectors, and by 8 size-classes. (2) cross-section data
 

for 1987-88 for over 300 variables, problems, incentives, and related
 

information. Historical and current variables are then brought together
 

to rank four-digit industries by using multiple criteria. A total of 77
 

four-digit industries are analyzed. In the time-series analysis, only
 

the following 12 subsectors are treated.
 

1. Public Jute mills
 

2. Private Jute mills
 

3. Public cotton mills
 

4. Private cotton mills
 

Jute and cotton textile mills are all old units in this sample.
 

Nontextile industries are separated into old (those which reported data
 

for 1980-81 and continued reporting thereafter) and new cohorts (those
 

which entered after 1980-81).
 

5. Agrobased Industries
 



6. Electronics
 

7. Electrical appliances
 

8. Wooden furniture
 

9. Ready-to-wear garments
 

10. Tanning and finishing
 

11. Fish and seafood
 

12. Ligh mechanical engineering industries
 

Findings
 

Among size, Size-Class 4 (20-49 workers) recorded higher gains
 

during the 1980s. Overall sample investment fell sharply in 1983-84 and
 

has not recovered since. The rates of growth of output have been
 

positive in the lower 4 size-classes of the new sample but negative in
 

the upper size-classes. Investment per worker has declined over time,
 

indicating a labor-using bias. The results of growth between private
 

(divest'ed) and public textile enterprises are somewhat unclear. On the
 

whole, differences, if any, are not significant. A couple of results are
 

awkward: Employment has decreased in old public mills and has increased
 

in old private mills. Investment has declined, by and large, in both old
 

textile groups of industries. A puzzling result is a substantial
 

increase in investment in the newly divesed cotton mills for five-six
 

years while their sales have simultaneously declined. Possible
 

explanations are offered.
 

Among new nontextile firms, agrobased industries, wood furniture,
 

ready-to-wear garments, and electronics have experienced significant
 

increase in investment.
 



Among the top 30 industries in terms of sample size in the
 

HIID/IND Survey, the follwing are the results according to single
 

criterion test:
 

'Index Top Rank
 

1, Q/KK = Output/CapitAl ratio 3807: Heat and Cooking Equipment
 

2. L/KK = 	Labor/capital ratio 3206: Handloom textiles
 

3-. 	 'VA/Q = Value added to 3805: Structural Metal Products
 

Output ratio
 

4. X/Q 	= Export ratio 3221: Ready-to-Wear Garments
 

5. 	 INV Ratio = Ratio of.the "3223: Local Garments
 

domestic corapohent of
 

investment to totai,
 

investment
 

6. RM Ratio*= Ratio of domestic 	 3569: Misc. Plastic Products
 

raw materials in the
 

corresponding total raw
 

materials
 

3223: Local 	Garments
7. I/K = 	Investment/Capital ratio 


8. LF/LM 	= Female labor.to 3221: Ready-to-Wear Garments
 

male labor ratio
 

3231: Tanning and Leather
9. 	 Q/L = Output/labor raiio 


3805: Stuctural Metal Products
10. ,AR= Rate of return 

11. 	 .S Small is beautiful 3829: Machinery & Equipment etc.
 

3204: Silk and Synthetic

12. 	 GL = Growth of rate of 


Textiles
employment 


3819: Fabricated Metal Products
13 GS = Growth rate of sales 


3128: Edible salt
14 .GI=Growth rate of 


.investment
 

3311: Saw and Planing Mills
15... GU = Growth rate of units 


(establishments)
 
Products
3805: Structural Metal 
16. R 	 Composite index 
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Accordinq to the multiple criteria employed here, 
the top 10
 

industries are: structural metal products, tanning and finishing,
 

heat/cool equipment, ready-to-wear garments, jeweleries, edible salt,
 

fish and seafood, saw and planing mills, handloom textiles, and rice
 

milling, and in that orair.
 

Finally, we failed again 
to find any relationship between
 

policies and growth of output, employment, or investmet.
 

Policy implications
 

Industrial policies do not 
seem to show the intended results.
 

Some sectors are doing well (getting higher rank) because of
 

policy-caused d~stortions, for example, 
structural metal products, which
 

may be due 
to the investment bias towards residential investment; Other
 

growth industries are shotiin 
 up because of their own dynamism, e.g.,
 

garment, seafood, and so on.
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Working Paper No. 21 

Role of Women in Bangladesh
 

Manufactur ino
 

Object ive
 

To study the emerging role of female entrepreneurs and female
 
workers in Bangladesh manufacturing industries
 

Analysis,
Separate analysis is carried out 
for female entrepreneurs (who
are only 7 in 
a sample of 592) and female workers (who form 2.3% of
 
labor in all sample 
industries and 24.2/. in the nontextile industries of
 
the HIS sample). Female workers predominate in garment and have high 
visibility in electronics and fish and seafood, while male workers ha,,e 

monopoly in andjute tanning and finishing. 

Much of 
the analysis dwells upon employment and wage rates.
 

Characteristics of male and female entrepreneurs are compared. An 
econometric analysis of production functions is carried out to estimate 

value margnal products of male and female labor.
 

Findings
 

-analadesh 
 female workers have 
lower average product than male

workers. Their wage rates are only one-third to one half of those of 
male co-workers. On 
the other hand, surprisingly, female workers' value
 
maroinal product (VMP) is significantly higher than the VIP of male 
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Impact of Policies and Problems Faced
 

by Small and Cottage Industries
 

Problem or Incentive Findings
 

I. Factory Estab

lishments
 

1. Serious problems 


2. Incentive used/ 


liked widely 


3. Assistance by 


agency 


4. S :2ceE c: equizy 


credit 


5. Eeasons for not ava-


iling of incentives 


6a. Delay in sanctions 


Small Units 


Lack of easy avail-


ability of raw 


material
 

Ban imports o1 


product 


Credit, some train-


ing, marketing, BSCIC 


cren 


moneylender a-d RM-


supplier 7.5%; Banks 


and DFs 16.5% 


Low value put on 


incentives (67% 


indifferent) 


Mean 6.8 months 


Large Units
 

Procedural comp

lexities
 

WES premium
 

(Garment industry
 

dominates)
 

Same upto 100

worker units
 

o. Croed , 

moneylender and ?.

supplier 2.2%; 

Banks+DFIs 12% 

Low value put c" 

incentives (67% 

indifferent) 

Mean 7.5 months
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6b. 	Causes of delay 


7. Implementation 


practicies suggest-


ed by entrepreneurs 


8. New policy measures 


suggested by entre-


preneurs 


9a. 	Reasons for good 


years 


9b. 	Reasonsfor bad 


years 


II. Cottage industry
 

Admn. complexities, 


corruption
 

Make bank credit 


easy, bn imports 


Ban imports, 


facilitate bank 


credit 


Domestic demand, good 


harvest. (Policies do 


not get credit) 


Decline in demand, 


increase in *input 


prices. (Policies do 


not receive blame.) 


Economic causes 


underscored 


Adm. complexities
 

Solve raw material
 

problems, make bank
 

credit easy
 

Solve raw material
 

problem, facilitate
 

bank credit
 

Domestic demand, good
 

(Policies do not-get
 

credit)
 

Decline in demand,
 

increase in input
 

prices. (Policies do
 

not receive blame.)
 

Economic causes
 

underscored
 

(68% of units belong to
 

handloom industry)
 

10. 	Serious problems 


(specified list) 


11. 	Open-ended prob-


lems identified by 


High priority problems: Lack of working
 

cLpital; procedural complexities (in credit);
 

lack of minimum own resources.
 

Lack of working capital, lack of availability
 

of raw materials
 



12. 	Major reasons for 


contemplating to 


leave he cottage 


occupation 


13. 	Major reasons for 


preferring children 


to quit the cottage 


occupation 


14. 	Measures suggested 


24 	respondents were found contemplting to
 
I 

leave the cottage occupation and 312 (or 7.7%)
 

against that step. Practically the only
 

objective of wanting to leave is aspiration
 

to go abroad
 

No fewer than 70% prefer their children not
 

to leave the cottage shop. About 60% of these
 

say so because they do not think outside
 

opportunities exist for their children to get
 

better-paid jobs
 

Give easy lending facilities, eliminate
 

for the promotion of black marketing, and give adequate government
 

cottage industries support in general. Handloom industry domin

15. 	Pcssible" reasons 


that led to bad 


years 


16. 	Assistance agency 


ates. Availability rather than a subsidization
 

of 	credit is the felt need
 

Lack of capital for agrobased industries ant

cost of raw material for handloom industry.
 

Increase in input prices a general reason
 

Among individually separated agencies,
 

Grameen Bank the largest lender across all
 

quintiles. BSCIC is a lead player in small
 

sector but a small player in the cottage
 

sector.
 



17. 	Source of equity 


credit 


18. 	The ERA by 


size-clas 


Handloom industry big borrower from
 

moneylender and raw-material supplier.
 

Higher the quintile, the larger the
 

proportion of handloom borrowers from the
 

moneylender
 

Work in progress. Preliminary results
 

indicate that the advantages that small
 

enterprises have from their relatively higher
 

propensity not to comply with labor
 

legislation are, by and large, offset by their
 

low capacity to benefit from fiscal and
 

financial incentives.
 



Policy implications 

The results confirm our 
earlier findings (see WP $ 16). 
The
 
development of small 
industries calls not for more fiscal 
and financial
 
incentives, but assistance for 
increasing their productivity through
 
in-proved technology and 
infrastructure in rural 
areas.
 



OCCASIONAL NOTE 1
 

DATA GAPS FOR THE FOURTH
 

AND FUTURE FY PLANS 

April 10, 1988
 

The following topics are discussled:
 

1) Why data 
on the" impact of policies is so crucial
 

2) Defining the quality of 
a survey 
.3) Data on the structure of production and employment 
4) Data on household income and employment 
5) Vertical i-egraticn of the planning and data-generatJng 

processes 

6) Need and high value of public-use micro data tapes 
7) The data-generating process. 
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OCCASIONAL NO"E 2 

DECE;TRALIZATION OF PLANNING 

IN BANGLADESH 
June 18, 1988
 

The followina tCpics 
are discussed:
 

Why participation is necessary?
 

Search for optimal planning unit
 

What is district plannina
 

Methodology
 

Organization
 

Division of planning tasks
 

District budaet 

District data 

Technical staff fcr district development planning
 
Short course cn district develcpment planning
 

The content of diszrict plannin-


Where to begin?
 



OCCASIONAL NOTE 3
 
INTEGRATING MICRO AND MACRO PLANNING
 

July 15, 1988
 

The following topics are discussed:
 

Introducticn
 

Definition of integration of macro and micro planning: 
limited integration (lin'king projects with macro 
variables); 
 global integration: microfoundations of macro
 
planning. (linking 
behavioral 
characteristics 
of the
 
private sector and the technolocical characteristics of 
public projects with national variables)
 

Methodclogy of integration of macro and micro planning: 
general equilibrium the only locical met-hcd 

Da-a needed for integrating macro an micro Planning 

Da-a available as of now
 

Da:a exzeczed to become available -n 1989 and 1990
 

Data needed
 

Scme cuestions.
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CCZ:..sC L ,. '._:'-; 4 

ON BANGLADESH AGRICUJLTU?.AL SECTOR REVIEW 

CF T.-E UND? 

Jan 28 - Feb 2, i969
 

It is in effect a dissentina (17 page's + 19 pages of tables) 

ncte to the entire approach and content of the multivolume review 
by a te-a. of 4 expatriate and national experts (with a score of 

background papers by short-term consultants) working for a year, 

which was evaluated by a group of 25 international experts in a
 
week-Icna forum, under the auspices of the UNDP/Ministry of 

Azriculture. The..Planning Commission Resident Economic Advisor 

was an invited member of that forum, in which capacity he wrote 
2'.s ncte. The critic disagrees with the authors on their 

analys:s, prioritization, as well as policy recommendations. 

-4-7
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OCCASIONAL NOTE 5
 

COMM.ENT 

ON USAID MISSICN'S
 

AGRICULTURAL SECTOR REVIEW
 

April 28, 19E9
 

A critical review of 
the USAID Mission's Review of 
Bangladesh's Agricultural Sector. One of the points the present
 
advisor makes 
is that a balanced, oPtimal 
approach to 
resource
 
allocatici in Bangladesh's agriculture 
will be more 
productive
 
than the unbalanced-development, irrigation-led apprcach
 
recommended by the mission. For instance, although most 
agricultural eccnomists 
believe that 
the green revoluticn was 
successful in 
the Punjab because the =recondition of 
irrgcaticn
 
facilities 
 in place there, much of
were irricaticn was, indeed, 

_ghy-yield variety seeds--the rate o; return
 
:-:reased so sharply that farmers dug wells, bored tube wells, 

aFn4 even gc.ernment was induced to di, additicnal canals .nv 
tc raise the wazer table for tube wells, which were installed y 
individual fa-mers without public sup=ort. 



OCCASIONAL NOTE 6
 

PRELIMINARY THOUGHTS OLN 

T-E THIRD PH-ASE 

OF THE USAID-FUNDED PROGRA14 OF 

EM2LOvYNT AND SMALL ENTERPRSES 

April 28, 1.89 

A pre!Lminary pcsiticn pacer writzen for USA:D. Two majcr
 

prcjec-s suggested are based on the twin p6licy recommendaticns
 

cf this project, namely deregulaticn and raising the level of
 

technology.
 



OCCASIONAL NOTE 7
 

ThE NATIONAL ACCOUNTS OF BANGLADESH
 

VALUE ADDED IN MANUFACTURIN G 

May 5, 1989
 

The advisor has written three invited short notes on the 

tooic: 

(1) Value Added in Manufactu

urig (Ma 5, 1989), 4 pages
 

A short note on improving the estimates of value added 

in manufacturing, when recuested by the Member, GED, Planning 

Commissicn, who is a member of the National Commission on 

National Accounts of Bangladesh.
 

(2) A Brief C..ent on the UND?
 

Missicn's Aide Memo-ire on 

National Accounts (Dec.29, 

1989), 3 pages 

A ccrent on the Aide Metoire prepared by a UNDP mission 

-or BBS, wriz-en w;hen specially recuested by Mr. Salem, 

Secretary, Statistical Division (BBS beina a division of the 

Statistical Div-sicn.)
 

(3) A Short Cc.ment on Draft 

Ch.3 	of the Co- ission on
 

:t,':: ! Account:;
 

,:::-!ent on Ch. 3 cf the draft repor- of the National 

Cf..
 



Cominu.:sion on National Accounts wr.ttn'., by. t."e .'ember, GED,
 

Planning Conmission, who had asked for the advisors commne:nt.
 

(4) A Very Brief Coment 

(Jan 1988), 2 Daces 

A very brief rapidlv written 2-page com.ment on an art-cle cn 

the Fourth Five Year Plan by the Member, GED, Plannin.c 

Cormiss ion. 



OCCASIO!AL N'1OTE 8 

COt.:~E! T
 

ON THE BIDS STUDY
 

OF THE TEXTILE SECTOR
 

June 18, 1989
 

It is an invited critical note presented in a day-long 

seminar of BIDS on its study of the textile sector, in particular 

the handloom sector. One of t.he most interesting results that 
struck this advisor is that handlooms experienced higher rates of 

growth, productivity, and profitability than powerlooms and =-ils 

in the teeth of much lower ER? for handlooms 
than pcwerloc__s or 

mills. 

The result is consistent with our findings of Working _Paer 

15 in which ERAs are negatively ccrrelated with growth and :zher 

desirable variables. The remedv rezor..mended by BIDS, however, :s 

reverse of what the present adviscr would reco-rnnrnd: BIDS exerts 

recommend an 
increase of assistance to handlooms to -rina
 

assistance 
to them at par with -cwerlooms and mills. This 

advisor would recommend a redu-ion in the assistance to 

powerlooms and mills to bring it at =ar with handlooms. Fcr one
 

of the imzortant findings of 
ths project's research is 
-ha

higher the effective assistance, the more inefficient 
the :i_. 

Accordingly, equity of 
treatment t- level-ng 
down rarher -han 

levelling up of assistance is a l-ica! oclicy implicated ':"the 

findings of both the BIDS study ana the :iID research. 



OCCASICGAL NCTE 9
 

SCf- POLICY I.LICATIONS
 

OF THE H:ID/ESE?? RESE..CH-


June 22, 1989
 

Research Findinas that Indicate 

tna Private Investors have nct 

Respcnded to industrial Policies 

Private investment has been sluagish.. 

2 ?rivate investment has 'allen far shcrz of TY? targets. 

.t was only 22 percent of the 5-year target in the first 3 years. 

3. New investment usually embodies improved technology and 

hence rise in oroductivity, !,t in Bancladesh there is no 
evidence of any increase i productivity growth. By 

-. o=cn, 	 new inves:ent ~.~ik:;ely to be Icw. 

4. Foreign inveszen: has :::kaf up a bit, but is still 

n" 	a d r Ize. 

.:n-.res:in~v, even overa rea= i-veszment 4n" the public 

=- - deceerated. 

. a.stria In-reased.ckness This has-*aas 	 been 

re::cred bv .ndusr:a1 leaders . . c-"a. evidence is the 

inr -nn, " co" 	 e frm iJ 1986 to 21 today. 

7. The rate of row-t- -	 r is inc - rroiu::ion lower 

1980s than the 1970s. 

8. 	The _,ate of growth c- ? has also decelerated, thouch 

.- :tributez tc cth: fa :os thae deceleration in 



--

investment, e.g., 
floods.
 

9. industrial leaders agree with the above results, but

blame s -ugglina,rent-seeking, corruption, and bureaucratic sloth
 
for their sluggish response to incentives. But these are only
the syptoms of a deep-rcoted malaise, which is high protection 
and over-regulation 'of the economy. 

10. Investment, TFP, a nd production efficiency are
negatively correlated with the effective rates of assistance 
(ERAs) in Banaladesh. 

Conclusion: Policies of promoting industrialization by
reducinc indust~ria!ists, costs. of production through subsidies,

raising their product prices through protection, and increasing 

teir.z :s through ,tax holidays -seem not to have delivered. 
Mo-e fisca_, monezary, and regulatory assistance is hardly the 
answer. The remedy prcbably lies in giving assistance in 
dev--'c7galnwpout"°: -_z_-_ogla! innovations new products, iroe 
=rocesses c' .rzuz-mn suzerior organization andof product'o,-

-Oe.managerial PraCZ_;ces.
 
Research Findinas that -'-fia-e 

2. Total-factor-prodctivity 
growth rate has been declining 
B3ancladesh
 

2. Small --rms are farther below the ronter of 

Ban-ladesh's prevailing best-practice technology (are moreineicient) than fims,large reflecting inferior technology of 

th~ crm5er 

5&
 



3. Bangladesh lags behind :-E rezchbors in technology 

imorovements
 

4. The Apex-agency survey conf-'-,,s the above results 

5. The present R&D organizaticns of Bangladesh cannct-meet 

the demands for technology of today
 

6. Output growth rates have been much lower than the growth 

rates of conventional inputs, suggesting technological decadence
 

7. Investment, which is 
both a cause and an effect of
 

technological advance, has been sluggish
 

8. Bangladesh's input in the 
develrpment of technological
 

innovations, namely R&D, is meager
 

9. Political will for a leap frog in technology now exists
 

in Bangiadesh
 

10. Pecuniary (fiscal and monetary) policies have failed to
 

arouse the Bangladesh investor. Instead they have caused
 

dis.crticns, widespread inef f-iic:±es, and malallocation of
 

resources. A shift to tech.nolocica I policies is in .order.
 

Conclusicn: The key to the malaise of Bangladesh's industry
 

is a lean frog in technological innovations.
 



(2CASIOI/1AL NOTE i 

1. Note 90.1
 

Agriculture-industry and spatial
 

linkages and economic development
 

Objective
 

as
To trace agriculture-small industry linkages as well the
 

spatial effects of infrastructure, industrial-urban nexus, migration,
 

etc., on small industries.
 

Analysis
 

The theory of agriculture-industry linkages is clarified. A
 

regression analysis of spatial variables on industrialization is carried
 

out. The data were 'generated as a part of the HIID/~IND Survey. About a
 

score of variables were generated at the mouza level.
 

Findings
 

Nearness to markets and infrastructural facilities, experience of
 

entrepreneurs, export of labor, entrepreneurs' schooling, quality o4
 

education, aid industrial estates prornote industrialization. The
 

construction of paved roads and other infrastructure in the country
 

side, therefore, is likely to yield a relatively high payoff in terms of
 

the growth of rural industries as well as agriculture, with
 

growth-promoting feedbacks to the rest of the economy.
 

Policy implications
 

in terms of rural
Rural infrastructure promises a high payoff 


industrialization.
 



BACKGROIMD STUDIES 

Survey te.hni.cues and
 

Questionnaire 

About a dozen background studies have been spiral-bounc. 

The include auestionnaires for different surveys done 'by this 

project; tabulation formats for data processors; manuals of 
investigators; and similar material. 

Background Paper No. 1: 	 Prefatory Discussion Note 
Sept.21, 1987 

Backaround Paper No. 2: 
 A Ten-day Workshop on Investment, 
Planning Commission, June 29-July.5, 1989 

Ba-:kcround Paner No- 32: HIID "'ndustrial Survey of Establis-=ents 
Apr 9, 1989: Questionnaire 

Bakz'rcund Paper No. 4: HiID Ind:strial Survey of
 
Ect-hais -=ents, July 1989: 
Tabulat.on
 
Fo_=tats
 

-,rc~und Paer No. : ::-ID industria. Survey of Cottage
 

industries, ADr 9, 1989: 
Questicnnaire
 

- : --unFaner 1;o. 6: 	 hIID Induz:rJ! Survey of Cottace
 
Industries, Su,.ter, 1989: 
Tabulation 
ForM at s 

N-.........-, 7: Fi oo Da7.age Srvey, Oct 3-20 
..--• .. O Suve,-c 1 O--

Questionnaire 

c:ro:.Q Paper 1;o. E: A Survey -"Industrial Leaders on 
the 
Impact of Po1i::les, June-July 19B8:
 
Questionnare
 

_______s o corn.uter
 

. * C-_t.an: out'pu'

...... "c conta2n F-. .t 7?re computed resultr thFan 

": .:- :: : . in wor'.irjc T. r . The results 'IS:C-A 

http:Tabulat.on


ana.'.vss as well as a lot more have been saved and properly 

lagged. Interested researchers are welcome to read them. They 

Will be saved till the termination of the project. A few, more 

useful ones, will also be saved as a part of the HlIID/ESEPP data
 

bank even after the project is closed. 

3. Data taoes 

A number of data tapes and scores of data diskettes as well 

as softwares form the data bank of this project. In what 

organization and form-i 
 the Planning Cormmission will save them is
 

not yet knom.
 





- -

iV. Sh.rt-Term Consultants' Reports 

Title of Report 	 No. ofCon--U.-t Pages
 

A. Comp.e-e-d 

1. A.H. Sahadat U!!ah, Macro Framework cf Precocious 
Industrialization in Bangladesh 143 

2. 	 A.H.- Sahadat Ullah, Economic Policy Evolution in
 
Historical Perspective in
 

50
Bangladesh 


3. A.H. Sahadat Ullah, Institutional Linkages of Small
 

46
Producers in Bangladesh 


4. Rcber- House, Technology for Small Enterprises:14LZ,7 10 

Esalnates of Effective 	Assistance of
5. Abdur Rab, 
 20
Textile Products: 	1974-75--19E7-88 


w:=..-Sha--, Instituticna! arrancement for 
and Development
Technology Transfer 

103
?:an of Action 


A.S.M. Quasem, Why has 	the Response of Private
7. 
investors to Industrial ?olicies 

i4
been so Sluggish? 


.. .. e~c-s in procre-s 

E..'--r• Azrozased :ndustries (Consultant:
 
-. a~ul Hua) 

9. Subs; cor: Elec-ronics (Consultant:
 
Dr. Abdus Syed Sattar)
 

10. 	Subsector: Ligh- Mechanical Engineering (Consulant. 
Dr. Nurul Amin & Dr. Ahsan Ali Khan) 

& Leather Products (Consulta n 
I!. Sub-ec-_r: Ieather 

Dr. !':.I:.Huq and Principal Karam Ali Ahmed) 

Products (Consultant,12. Subseczor: ?.'ni-"r_ & wood 
Prof. A.T.I". Zahurul Hug, Dhaka University) 

-W 



--

Consultant 	 Tit.*of Fenort No.of
 

pages
 

13. 	Subsector: Ready-Made Garments & Textiles (Consultants:
 
Prof. Monty Graham, Duke University, USA,
 
and Prof. Momtazuddin Ahmed, Dhaka
 

./ 0niversity)
 

Reports on Special Topics
 

Two studies on R&D, Patents, and Technology 
in
 

1. Robert Evenson 

Bangladesh
 

2. K.L. Krishna 	 Study on tschnical firm efficiency and
 

productivity growth in Bangladesh:
 

Preliminary ressults written out
 

3, Kathy Anderson 	 Study on Labor Policies and Small
 

Sector in Bangladesh (in progress)
 

4. Nawaz Sharif and Iqbal Mahmud, Two reports on technology transfer
 

policy for Bangladesh
 

5. Robert House Report on the institutional framework
 

for technology transfer for Bangladesh
 





S 11!N; _R S
 

Monthly Seminars 

These seminars are based on the research done durinc t

month. Since January 1088, a few months have been missed. 

On the other hand, during scme months there were more than 

one seminar. A total cf 33 =.nthly seminars were aiven 

by December 198S.
 

-. Soecial Seminars
 

These are invited cr specially organized seminars.
 

Modaliti---s-of Modeling of 
Income Distrihution and Pcverty,
 

-!DS, lfov.i. 

:ethodolccy of research 
 U:-ID, December 12.
 

. Interim results of the Hi- q/ESE?? Project research, USA-D,
 

• ug 28. 

:he ma Itude arn-" the d str "tion cf 
 fIcod da-,ages, 

_
?_anning C-ission, September -24. Se.-.*nar chaired by
 

the Planr.:in,- x-!:in ter, 

An An2ys C th Imkact of Policies bv Size-Class c: 

tablinhnr:s in F.2ncladesh, Seminar,-IDInternaticnal 
. .rrakech, l'JCCo, Oct. 26-29 



-------

--

----

Ina a 

Secor 
on the LTIDP s Bangladesh AgriltUra! 

6.. Invited comment 
Worldeconomists,25 international 

Review, Week-long Forum of 

a.-./-N , Feb. .1-16. 
industY,
of the textile --DS studieson the

7. :nvted comment 

18.-IrDS, June
Dav-!cn- Seminar, 

Project research,
cf the h1D/ESZ-?

Scme .c.licy i.plicaticnsS. 

USA-D, June 27. 

of the :.TD/ESE-P Prc3e
policy im.4ications9. inis and 

22.
Planri'ng Cc=.ission, July

research, 
by sizeof productionor. ef-iciencyoolicies10. -:-.az- c: 

Cc.sS.onl?a.....
produczicn functions,
Class: Crz.-er 

thatthat i.ndicatefindinCs .. ,-- -- ?rojec: research 

to
-ct
reszcZded-
have 

-. i:- SA Juv 27. 
nd .-.cs that - =a' e 

= 
.. ... . TT=--: 7:_-oiec: resea-Ch ,u-- .
 

pciV 
-

:e seaz~ '. S-,AZ 0 
2. -- '---'-eCan 

..
r'eSep- , '7C... .. zn 

-- N? ,.- yr cf us 

....._ _.e 

.
--:DS, Sezt.--

n r- ?zI.zieS,"- h
...
 
-aes,Economi c 

c: Ban_-.-adesh'sn 
-cec SO--ceC nC :-. 

.vanCen-.''.: _- 's 
Fz ee _e :-act c_ 

_- .

ans nrc 
... .. =?---.C" s -v Ad ed

. a I n snt aaI 
! - Amds n l.' _ 


World Bank, Sept. 
_- an5 Econcr.-Z Development, 

-L-&~-... 



1990 

18. 	Bangladesh's Industrial Policies and Eccncmic Develc=.ent,
 

UNDP, Sept. 1B.
 

19. 	Policies and Economic Development in Bangladesh, Van'erbilt 

University, October.12. 

20. 	An Assessment of the impac: of Policies in Bang!-,esh, 

Harvard University (HIID), Carlridce, MA, Oct. 4. 

21. 	Productivity and Economic Develcpmen= in Bangladesh,
 

National Prcductivity Organizaicn/international :abor
 

Office, Oct. 23-25.
 

22. 	Productivity and Technological "anaceent--Pez-inet ssues
 

in Bangladesh (by HZID Consultant labal Mahmud), Oct. 23-25.
 

23. 	An Assessment of the Impat cf Pclicies in Bangladesh,
 

Planning Commissiop, Chaired by M-n-s4er of Planning, Nov. 19.
 

24. 	 Consistency of HIID Pro-ec:'s Empi::ical Findinas wi h 

Theory, Planning Ccmmission, Jan. 2. 

25. 	 Leather and Leather Goods Seczor in Bangladesh: Main 

Findings of a Study, Plannng Co=_mssion, Jan. 3. 

26. 	 Stochastic Frontier Produc-ion FunctJons and Firm 

Efficiency, Planning CommIss-:n, 7an. 6. 

27. 	 An Assessment of the :mpaczf ?clic:es in Bangladesh, 

Ministry of Industry, February 7, 1990
 

28. An Assessment o4 the Impact of Policies on Industrialization
 

in Bangladesh, BSCIC, Government Policymakers,
 

February 11, 1990
 

29. An Assessment o4 the Impact oi Folicies on Snall and Large
 

Industries and Policy Implica ,ors
 



1990 

18. 	Bangladesh's industrial Policies and Eccncmic Develc;=enz, 

UINDP, Sept. 1-. 

19. 	Policies and Economic Development in Bangladesh, Var.erbilt
 

University, October.12.
 

20. An Assessment of the impact of Polfcies in Bang!-desh, 
1arvard University (!iID), Carhridge, MA, Oct. 4. 

21. 	Productivity and Economic Zeveloomenz in Bangladesh,
 

National Productivity Organi=aticn/:nternational :abor
 

Office, Oct. 23-25.
 

22. 	Productivity and Technological anage.ent--Perzinet Issues 

in Bangladesh (by HIID Consultant Ichal Mahmud), Oct. 23-25. 

23. 	An Assessment of the Impact of Policies in Bangaladesh,
 

?lannig CommissiQn, Chaired by Mninster Cf Planning, Nov. 19.
 

24. 	 Consistency of HIID Pro~ect's Empirical Findings with
 

Theory, 	 Planning Commission, Jan. 2. 

25. 	 Leather and Leather Goods Seczor in Bangladesh: Main 

Findings of a Study, Plannna Co =ission, Jan. 3. 

26. 	 Stochastic Frontier Produc:ion Functions and Firm 

~fficiency, Planning CommIss:cn, Jan. 5. 

27. 	 An Assessment of the lmn:ac-: =c= ces in Bana'adesh, 

Ministry 	of Industry, February 7, 1990
 

28. 	 An Assessment of the Impact of Policies on Industrialization
 

in Bangladesh, BSCIC, Government Policymakers,
 

February 11, 1990
 

29. 	 Arn Assessment cf the Impact of Policies on Small and Large
 

Industries and Policy Implicitor,
 

1.!
 


