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I . WORKTIING PAPERS



WORKING FAPER #21
A EISTORICAL SURVEY OF SMALL INDUSTRIZ

AND INDUSTRIAL PCLICIZS IN BANGLADESH

Coiective
A critical survey of small enterprises and industrial

clicies andé investment incentives since Likeration.

rmenuvlacturing incusiry of Bangladesh with comparisons with other

n
'

ccuntries at selected Stages of their growth, and (2) indus._-ia:

in this working paper, we critically examine existing

n smnell incdustries and icdentify gaps in data and
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erelysis. The survey provides a setting in which the problens

ci emcioyment ané smell enterprises will be examined in this

The policies frcm the country's wholesale nationalization in

1672 through graduel liberalization during subsequent years, the

NIF 1682, the RIP 1986, and other policy reforms are summarized,

survered, and criticelly examine&. Possible impact of these
pclicies on small enterprises is speculated in theory and in the
preveiling environment: Various incentives and policy

instrunents to prosnote inductriezlization of small and large



subsectors, exports, and employment are briefly deccrikcc.
Findings

The country has enacted all kinds of policies to promote
investment and industrializaticn. A major task of this project
will be to assess the impact cf policies on the stated cbjective.

Policy implications

From the critical survey, we derive implications fecr

research rather than for policies.



WORKING PAPER #2

METECDOLOGY OF POLICY ANALYSIS

Objective e e

To describe the mazin methodology of research and znalysis 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 agains;
agriculture. 1In addition to\the policies affecting material
inputs, those impacting primary inputs are also treated.

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

regulatory and other qualitative policies into gquasi-tax ané
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,



Ccredit subsidy, and so forth.

It may be noted that the ERA is a lew conceot in eccncmic

literature and, to the kest of my knowledge, has not been used or

estimated tefcra. Nor wculd are find a time-series c¢f ERPs, not

Lo speak of time-series of ERAs, anywhere in literature.

(3) Total factor productivity.--The methcdology of total
factor productivity analysis is descrikted. In this chapter, we
briefly derive only the Solcw formula. However, we han@le 5
tvpes of assets and 6 tyves of lakor hgre,.unlike Solcw who has
.only aggregate capital and labor. 1In the empirical part, we
extend it to the'frcntier analysis, where translog stochasti
frentier prcduction funétions are estinated. |

Ioe augmented I-0 Table

The treatment of these measures through general ecuilibrium
medels is descrited. Scme general eéuilibrium models, such as an
dugneated I-0 table with 14 SXill classes of labor, are only
theo:etically described in this working paper. A preliminary
emoirical anaiysis based on the augmented I-0 table appeérs in
trhe Zlocd reporc. A revised one is under preparaiicn (as of
. 1990).

indines

The relations CGerived are simple and are expected to yield

rica analysis.

Policy implicaticrs

The ZRA is a stamary aeasure of all policy variables, which
will be handy7 in assessing the impact of policies on

indus::ializaticn.



WORKING PAPER #3
TOTAL FACTOR PRCDUCTIVITY AND EFFICIENCY
EY SIZE-CLASS OF MANUFACTURING ENTERPRIEES

AND IMPACT OF POLZICIES

Objective
Tc measure total factor procuctivities

Arnalveis

In this study, we measure yvear-to-year rates cf growth ci
total fzctor productivities (TFPs), factor intensities, and
severzl other ratios at the firm level and four-digit-industry
level, f:cm the panel data for about 2000 establishments of the

¥I cdata. The panel data were created by merging 12 years' files
(frcm master tapes) of the CMI from 1974-75 throuch 1985-66.
Establishments are divided into three classes: "old" firms'which
existed throughout the reference period, "new" firms which dic
nct exist in the first yea; but entered the Industry in later
vezrs, &nd "moribuncé" firms which were in the sample in the
initial yezr but exited in subseguent years. The results are

cotained by size-classes of firms.

Wcrkinc Paper No.3 was prepared when the data ugto 1983-84
only were available. By December 1989, the data for two
aéciticnel years became available. The calculations were redone.

In the new set of data, the "old" subsample shrinks from 363

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

corresponcingly bigger. The results are analyzed in a subsequent



werking paper (WP #15).
Findings

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 rance than
in other size-classes. The impact cf the major policy package
the period, the NIP82, is not clear, as the dataz fcr oniy one
year after that are available.

Policv. implications

A major effort is needed to improve the roductivity and
J E P

technology of industries of this country.



Working Paper No. 4

AN TDENTIFICATION OF DYNAMIC SECTORS

(Evidence from the Economic Census, 1986)

Objective

To identify dynamic subsectors from the recently done Economic

Census (1984)

Arialvsis
The econcmic census was carried out mainly to develop a
frame for future surveys of enterprises. It, however, generated
three variables of interest to economists, namely employment,
number of units (separated into mechanized and not mechanized),
and the year in which the £irm was born, went into production.
fhese variables pertain to year 1986. Using the date of birth of
i () Peetn oty mate ¢4 nlitfress ami ()
the £irm, we created time-series of/employment, under tkhre
assumption that the firms had the same employment in the year of
their birth as in the enumeration year 1986. It is also to be
noted that thiétcensus consists of only the survivors. The

results shoulé, therefore, be interpreted with these caveats in

mind. The purpcse is simply to use another independent data set
to identify relative growth rates of different subsectors and to assess

the impact of policies.
rindings

The years 1979-80 and 1980-81 reveal far higher industrial
'éxpansion than the years after 1982. some industrial policies
were also. prcmulgated in 1979-81. At the time of writing this

working paper, we did not have a precise measure for the



mzcnitudes of assistance in éifferent years. Tkat series of cata

necame ava:lable in cue course. Tha:t araiysis will be presented

in a subseguent stucy.

acztear with a lag or even instantanecusiv by the change ci

Small estzbiishments clezrly show a rising trand cover tla

last twoc cecacdes. Amcng them,” fccd-processing industries,

1

specially in ieast-develcped ac-eas, Saow a dvnamism. The
Zindings create more cuestions thaa arce an wered. The

wcrker/establishment rztio has declined over toe reference

whether the noted hicher increase in employment in the swmall
seczor is betause of policies or cdespite of them remains to be
verified. The result abcu: food-processing industries suggests

that policvmakers should kesp them in mind Zor futurn plans.

10



WORKING PAPER #:2A
APPENDIX B
DETAILED CROSSTAEULATICN

ECONOMIC CENSUS 1986
This appendix consists cf detailed historical tables fc=x

employment at the district level, by eccnographic areas, and scm2

other céimensions.

11



WCRKING PAPER #%
SET OF QUZISTIONNAIRES

FOR THE MULTISECTCRAL ECCNCMIC SURVEY

Obiective
The cbjective of. this se: cf 7 cuestionnaires Zcr the
nonagricultural sector was &n attempr by data-users tc start an

interacticn with the data-generztors cf the Economic Census

tn

Department of EES, with a view to increasing the usefulness and
procductivity of the upcoming eccnomic snrveys.
Anzlysis |

An unofficial data-users grcup wés set up with the
inspiraticn o the Secretar& of the Statistical Division of the
hinistry'cf Planninc, which included\members <rom BIDS,
University of Dhaka, a retired Member of the. Planning Commissicn,
ard the XEIID advisor. They tried to cpen.a dialogue with the
Cziz-generztcers.

Seven cuesticnnaires were prgpared fpr 7 major sectors of
the nonégricultural sector:

mznuiazcturing

whcie and reteil trade

ccnsoruaction

rt

ransport, cocmmunications, and storage

n

crmunity, social, perscnel, and business services
firance, insurance, ané¢ real estate

fishery

12



Findinas

The dialogue broke dcwn, as the Ecencmic Census Department
was reluctant to accept the input of data-users. So labor was

wasted and nothing came out cf this under

rt

akingc.

Policv implications

The effort at improving the guality of data was then shifteé
to the Planning Commissicn, where a subcommittee, called@ Data-
Assessment Group, was set up (also by the Secretary of the
Statistical Divisicn) under the chairmanship of Acting Jcint
Secretary Mamdel Hossain. It worked for about 4 months and
submitted a 30-page report on data gaps to the Secretary,
Statistical Division Ncthing came out of it.

The matter was raised by this advisor again when the
Secretary of the Statistical Division askeé for his cocmment in

ezrly January 1990 on the Aide Memoire on National Accounts

'

repared by a UNDP missicn for improving national accounts.



WORKING PAPER #06
A METHODOLOGICAL NCTE ON
EFFECTIVE RATE OF ASSISTANCE

BY INDUSTRIES OF THE I-0 TABLE

Qkiective

To clarify certain methcdological issues in the preparation
ci the elfective rates of assistance.
Analvsis

The issues invoived are:

1) Price and quantity control policy, specifically food
Erocursment price policy'fbr‘rice arda wheat.

2) Debt over&ues

Subsidies to:

{s)
~—

2) farm machinery
b) fertilizer
c) HYV seeds

rrigation (water control: drairage, flooés, etc.)

ﬂ.
| 5

e} other

The tax-subsidy-equivalent measures were calculated for each
of the policies listed. This is one specimen of how
intersectoral discriminatory policies are handled in the

calculation of the ERAsS.

14



is an iIntermeciate studvy.

fence thece Is no zolicy imp
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WORKING PAPER 7

SITIMATES OF EFTECTIVEZE ASSISTANCZ

1674-75 thrcuch 1GE7-E8

Cbiecztive
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mhis was the first study on ERAs cone in this project:.
Suzsecuent to that ERAs were calculateé for about 100 other
crccéucts. This seper contains estimates for cotton saree, csticn
lungi, mill-mace fakrics, polyester fabrics, knit fabrics, énd

rezCymacde garments for exgorc.

Zistcricallvy we can observe certain changes or fluctuations

(o]

a

o
yr

a

}2-

in the levels c¢f assistance to indiv products. Xowever,
this level has remained high throughcut the reference period Zor
the Iimport-sulstituting prpéﬁcts. An upward bulge is clearly
Ciscernible aZzer the NIPB2. Realizec or observed efiective
assistance is mcdest for handloom products, knit £fabrics, and
" exgert prcéucts.

Policy implicarions

Since exgcrt procducts enjov less protection even alter

v

™

ricus expor:t incentives, a reduction in the assistance to

éonmest?

c producers is in order, as otherwise, producers tené to

[

Q
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sell as wmuch as they can domesticz::v (at higher prices) .at the

expense of exports.

17



WORKING PAPER 8

AN ANALYSIS OF TEZ IMPACT OF POLICIES BY SIZE-CLASS

2]

OF ESTABLISEMENTS IN BANGLADESH: PAFPER PRESENTED AT TE
HIID RESEARCH CONTFZRENCE, MARRAKECH, MOROCCO,

OCTOBER 26-29, 1988

Tals was & conference parcer prepared for HIID's
Internaticral Seminar, Marrakech, Movrocco, held in Octcber 26-29,
1%88. BBEeing a summary of various working pepers, it is not

civen here.



WORKING PAPER #°
DOCUMENTATIONS
OF VERIAELZ RECORDS OF

VRRIOUS DATA TAPES

Obiective

Documentations are prepared so that future researchers can
use the data computerized ky this project.
Analysis

This project has created nine important data sets, almost
2all of them from master tapes or office records of raw data from

the data-generating sources. These are:

1. The-CMI Merge File

A l12-year merge file of the panel data generated after
extensive edition from the CMI. This source contaihs data on
crecduction, costs, employment, etc., and ig 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
penel data, also called longitudinal survey data, is an
innovation in statistical data generation that has improved the
Guality of empirical research immensely, in the past two decades.
It started with the "Waf 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

19



ccntrolled and uncontrolled groups. The so-called "regeat" farm
meragerent surveys of India and some other develcping countries

were not addressed to the same farn nouseholés in stbsacuent

reriods. Instead they were filled for different faras in
different pericds, thecugh in the seme district or village. =as

such one cannot study the changes in the econcmic pcsiticas an
otfher characteristics of the €2me micro unit over time.

While it is practical to design parel surveys fcr
hcuseholds, Zirms, or faras by ncnccveramental acencies; it is
nct ordirarily feasible to do so fcr exterprises 5y agencies
ctter than the constitutionally authorized census burezres. To
tie latter a2lone a refusal to reveal cost ard producticna

iniIcmetica :is illegal. Firms have many reasons %o keer their

Pt

2ccounts anc cperaticns secret. 3y expurnging all identificaticn

cccées Ircm the CMI data, we prepared l2-year-long ?an 1l datea
series of industrial enterprises. Tor the same reason, we <o nct
calculate or report results for in€ividuzl Zirms, buc €c st calvy
fcr industries and groups. Ncr is there arny neéd to maxe
calculaticns for-individual units. In a multiple regressica

based on micro units, for instance, the identity of firms is ncct
neeced at all, and is eliminated without arny trace. Same thing
5 in CZcsstabulations, calculaticns by size-claesses, and

cc forth. Without micro cata, on the other hand, no behav:icral

Fh

relation can be estimated. A high degree of insight into the
firm behavs 3 v FFi 3 ‘for ingtar b aimed bv
«1 7 benavicr and firm e-Ilciency can, ‘for instance, be gairnec Ex

£ 366 3
rrooirn

[Fo]

Stochestic frontier production functions o the oane:

20



data, which would not be possibie from a single cross-secticn, cor
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 keot con 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, cazital, 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
ca "sanctioned" investment with a few other variables.

2. 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 variakles listed in the azpendix to WOiking-Paper No. 1l4.

S. The Household Expenditure

Survev, 1985-86

This is a tape of selected records. The daily records of
£o0d expenditure have been summed up to monthly magnitudes. Only
the latter variables, along with other records, appear on the

tape.

21



6. The Lakor Force

Survevy, 1985

(D

This tape consists of cdata for the latest labor forc
survey. The labor force survey is done at the hcusenold level.

Note that neither the household expenditure surveys ncr the lanrcz

force surveys can be merged to form canel cdata. They do act
cover the same households, in gericdiczl surveys. They are ncc
ccne arnually. In recent years, the labor force survey has beexn

ccne in every other year. No attempt was made to combine various
years' surveys.

7. HIID/IND Survev

1588-89

This survey was done by the HIID/ZSZP? Project. It consists o

two subsurveys: the factory estakblishment survey ané to=

hcusehcld or cottage industry survey. The documentaticas £IcC
these have ncot been photocopied. They are available c=

- .

diskettes.

8. Upcdated Census of Manufacturzing Incustries, 1674-75, 1975-7¢<,

1979—50 through 1985-86, Master Tare, revised documentation.

(&N

Cansus of Manufacturing Incdustries, 1974-75, 1§75-7%,

8, Uocate

1

(Vo)
~]

9-80 through 1985-86, revised cocumentation: SummaIy

tape: data for output, capital, meterials, and lador (by 5

sXill classes).

rindings
These data 'are both on diskettes and tapes. They will ==

rh

n

thn property of the Planning Commission when this project come

£



to an end. Requests for copies wt¥ be assressed to the Memter,

GED.

Policv implications

Nct relevant. But.this cffice has a policy ci ZIree access
to any researcher to the entirZe data banx. Documerntaticns &nd
the accompanying diskettes or tapes will be surpliec cn Zeguest
to drsirous researchers. We enccurzge such sharing cf data wWith

cther research cencters.

<3
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Findings

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 concentratec. The hendlocm
industry suffered probably more because it is concentrated more
in flood-prone areas.

Policvy implications

The magnitﬁdes and the distribution of the damages were
brought to the notice of policymakers. It was left to them to

derive policies.-

25



WORKING PAPER #11
AN IDENTIFICATICN OF DYNAMIC SECTORS

FURTHER EVIDENCE FROM THE ECONCMIC CENSUS, 1986

Objective

The main purpose of this second study based on the Eccnomic
Census is to identify dynamic sectors.
Analysis

Mean annual rates of expansion of establishments and
employment were calculated by 4-digit industry from 1971 tarough
1986. They were also done by three epochs, 1972-75, 1976-81, arnd
1582-86. The industries that satisfied the follcwing criterior
were categorized as dynahic: industries in which employment grew
at a higher rate in Epoch 3 than :in the previous two epochs and
atzined at least 10 Fercent incremental rate of growth of
emsloyment curing the entire pericé.

Different size-classes predominate as dynamic in different
industries.

Tolicy implications

Will be derived when combined with other results.

26



WORKING PAPER #12 -
AN IDENTIFICATION OF DYNAMIC SECTORS
AND AN ASSESSMENT OF TXE IMPACT OF PCLICIES

Evidence from the DI Data in Investment

Cbiective

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

Analzsis'

The investment data were computerized from the files of tke
Director General, Departmeni of Industries, for a period of 10
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
etatistics 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. The
latter series is, however, available from the same sourre (now
BOI), but only at the acgregate level. For that, see the
postscript below.

Findincs

Thi> is the third source used to identify growth sectors anc

to assess the impact of policies. The results of this paper will

be combined with those of TFP and employment of earlier stvdies

27



fv

suiseguent paper.

Cverall private investment as a sercentage of s« <Tcr @DP
T=t: tzpicly till year 18§0-81. Then slumped grecipiz ously in

-2licv imvlicariers

Cn the whcle, investment remains sluggish. Sc=x ol the

TemeZ_zs5 will be discussed in a suSsecuent working papers

The DI data have been urceted

Sancticred" and "realiized" series are availeble = on 1873



WORKING PAPER #12a

DETAILED TABULATION ON INVESTMENT

dos o

-

(APPENDIX TO WORKING PAPER w12)

This appendix presents detailed tables of investmen

documentation fcr the variable reccrcs in the data tape.

29
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WCEXIIG PAPER #13

$22CT CF 2CLZICIES

SVIDEZNCE T2CM A SURYZY OF INLDUSTRIAL LEADERS

ciz the viaws ¢ incdustriazl leaders abcut the

} e
2

S el
incra2ssicn that they have zct rasconcded to investment incentives

end cther policies aimed at prometing industrialization.

chamhers cf commerces and industry, corpcracticns, banks, and other
aterviewes cn zZehalf cif the 2Planning Commissicn.

-n2 rCasgcnse was very cced, in that many asscciaticns met us in

Zndustrial lezders ercz2, ov and large, unanimeus in acqitting

thelr Zeeble resccnsiveness tc incentives. Tcr that they blaxe
in chizining variogus sancticnoc and in other dealings wich
Duraaucrats. AL the same tin2 thevy are not willing to Zorege

igh assistance to their induntries, including protection c-

30



their procucts. A few of them, however, tend tr agree that the
root cause of smugoling is high tariffs and import bans; the .root

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

and licenses. Scme of their ccmpiaints abcut laber indiscipline
seem genuine. Their explanations fcr defzult on debt remain
unconvincing.

Policv implications

The rooct cause of smuggling, rent-seeking, &né cerruption
needs is high protection and other assistance. It neecs to be
uprooted. There are too many high-cost incustries kept glive by
high assistance. These industries are the main cause of

industrial sickness. A productivity growth policy is in order.
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WORXING PAPER =214

EFFECTIVE RATES OF ASSISTANCE

Ob-ective

To analyze the aet incidence of policies
Analvsis

The relaticn cihosen to summarize the net incidence of all
-sorts of golicies is tﬁe ZRA. This incex was calculated for’pve:
100 prccucts from 1973-74 through 1¢87-838. The purpose.of
calculating the time-series cof ZZAs is to estimate their :impact
on crecducticn efliciency, investmeht, employment, T=>2, nd other
Seriinent variazbles, which can be fruizfully dore only over time
when Scth policies and the stated veriakles chance. Ckserved
over time, 2enclacdesh is a labcratory ci exseriments in pclicies,
as thev heave varied very fIreguentlv, cuite Cisgarately Zretween

incustries, ané bv wide GégIees. ~roI a survey of incdustrial

cclicies, see Wcrxing Paser No. 1.

The ERA to indusi-ies varies f-on -2%4 percent Zcr 3uzte

textiles to as high as 230 percent Ior tcbacco preducis. Cn the

whcle, the assistznce rates ara very hizn.

%igh ZRAs ané EZRs are the maln ceuse of snmuccling,
corruptien, ané hich costs of preduction in many industries. A

drastic ra2duction ic callec fcr-.


http:fndustr.al

Adcéendun
The report containz Zii: Sy 4-digit industries and I-C
categories. A little more wcrk was cdone in a subsecuent repor:

incluéing an aggregaticn of ERAS at the overzll incusctry level.

£

Accoréding to the latter measure ERAs increase Fol cver :C
’

percernt cduring the 1980s.

See Supplemuns as Nete” o . 562
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WORKING PAPER =1i5
PRCDUCTIVITY AND ECCONOMIC DEVELOPMENT

IN BANGLADES=

Cbjective

The objective of this study is, f:irst, to spell out the role
of precductivity in eccnemic cevelopment in ceneral and, sacond,
toc present estirates of year-to-year changes in preccuctiv. v in
the manufacturing incustry cf Bangladesh, by size-class of fi:rms.
Aralvsis |

This stucdy measures year-to-year changes in total factor
Srocuctivity end presents severzl other indices of procuctivity
in the menufacturing industries of Bancladesh. The data base is

the CMI Merge rile, 1574-75 through 19&3-86.

1]
23
D
3]
Fh
o
(v}

rethocdelcgy of this study cdiffers fream that cf t
efficiency study in the same industries, presented in a

stbsgeguent werking peper. This study is baseé on the accouniin

WQ

nethol ci Leureate Solow, which does nct assume any specific form

ci the prcocduction Sunction. Rs scch, it suffers frco no
specificaticn hias. Cn the other heng, it has the weakness of

being ncnstochastic, in thet it is a measure of the residual
factor of procuctivity. It picks up the effect oI scale
econcmies, excess capacity, techrologicazl improvements, change in
factor cualitiecs, and even randcm infltences. In this paper we

have not tried to decompose productivity into diiferent

components or to s=zarch for the sources of productivity gzowtih.
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The other paper is based on frontier production functions a-:
does attempt to separate out some of the sources of productivizy

growth.

The objective of this study is a limited cre, to stucs

changes in total factor productivity by size-class of industriec
and scme other dimensions.
Findincs

The findings are depressing: Over two-thirds of 4-di

nQ
X
ct

industries have suffered a d&ecline in total factor procuctivisty
(TF?) in Bangladesh. The 7TF? performance is higher in larce
industries than in medium ond small industries. Other indices
support this result.

Policy impblications

The main source of prcductivity growth is technology and
human capital. We find that technology is one of the most
neglectecd factors in this cotntcy. Treating this result as a
hypothesis, we CaIly out an extensive analysis of other growth

factors in Working Paper No. 16.

35



WCORXING PAPER #16
AN ASSESSMENT OF THEZ IMPACT CF INDUSTRIAL POLICES

IN BANGLADESE

Cbjective

To assess the iﬁpact of policies on pertinent growth
variables.
Analvsis

We begin by measuring annual rates of change of several

'g

ertinent growth variables, such as investment, productivity,

th
’la
t

m efficiency, employment, industrial output, anc the like. We

lso prepare a summary measure of policies at the aggregate

m

manufacturing industry levél,.to see whether overall'effective
assistance (ERAs) has increased og decreasad over time. However,
the main series of ERAs were prepared at the micro level, which
are used for eccnometric end related analysis.

Next we view the changes in these variables in.relation to
policies (SRAs). 1In this analysis, most of the series calculated

in ez

'y

lier working papers are brought tcgether. In particular,
the impact of policies is tested by regressing various growth
variables on ERPs 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--hazve decelerated in the
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1%€0s. Toctal facter precductivity has, incdeeZ, Zzzl-nel. Nce
only the productivity cf industries is low in absc_ute Terms, the

wap has increased between Eangladesh and its neizibzrz {e.g.

= -1

o)

Trhailand ané India).

Pclicies, as measured ty ERZs, &re negative.y related witilh

the stated variables. That is to say, high ERhs have dcre mcre
harm than cccd to the ecocnonmy.
Pclicy imnlicaticns

Two cf the main policy impliceticns are (a) & shac:
:educticn ina ERAs and dereculation in cgexneral and (b)) 2 muck

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

to raise the rate cf industrial inncvations.

37



WCRKING PAPER #1563
EMPLCYMENT AND SMALL ENTERPRISES

C: ZANGLADTLSER

== Cas

o

Cbiective
This paper was written for HIID/Cambridce multiccuntry EZIZ=:
Froject. By the nature cf it, it ig largcely a summary of other

carers, including iantrzccducticn, survey of colicies, eand sc feroh.
Thersiore, it is nct given a sepazaiz aumber. Since it draws

.

mcre2 upcn WP #16, it is assigred Nc. 183, a sort of appencix to

9 b
-

Analvsis

D]’
pe
03
0.
!a
0
1]

Small enterprises have an imgcrctant role to play in

Zanglacdesh. But their growth depends scarce

incentives and similar assistance, fut larzgel:

the ovarzll rate of growth of the eccncry, to which thev also
ccatrifute. At the same time Zcr improving resousce allocation
and increasing the retz of econcamic develorment a recucticz in
TO_icy Cdiscrimipetion against them is in order. No morz fisc:zl

and mcnetary incentives to small entercrises are going to be
productive. What is needed is a shezp rseduction in the fiscal

and monetary incentive to large enterprises, which policy would

bring them at par with smell enterprises, both in the efficiency
terrain and on eqguity c¢grounds. With the high eifective

3



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
£ill the gap domestically.

Have 1980's Industrial Policies

Impacted Industrializaticn?

There are serious doubts abcut i<+.

The Economv Is Chokingly

Over-Regulated

Investment has been sluggish. Industrial output growtx
rates have decelerated. Exports with relatively lower ERAs have
shown some progress, whereas the import-substitution groups ci
pfoducts with many times higher ERAs have stagnated. Small
industries with low ERA, too, have experienced some progress.
Gfowth and efficiency are negatively impacted by policies.

Policy implication

1. Deregulation in severzl arezs.
2. h big effort needed to promote technology transfer frex
abroad, for which purpose a substantial increase in R&D is

recommended.
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WORKING PAPER #17
AN ACTICN PZ0GRAM
PURSUANT TO THZ NATICNAL
SCIZHCZ & TZCENCLOGY POLICY 1986

Decemker 1089

_Tkis note was prepared on recuest by Mr. Eusuf, Ssecretary,
Divisicn of Science and Technology, fcor keing included ia the

agenca of the'meeting of the National Council on S&T (chai-ed by

'd

resident, Hossain Muhammzd Ershad).
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WORKING PAPER #18
AN ECONOMIC ~NI17TCIS OF INDUSTRIAL DISPUTES

IN BENGLEDESH

Obijective

One of the problems pointed out by almost every industrizl
leader in HIID's survey of industrial associatiens is, in <their
words, indiscipline among workers of BangladesX:. Gheracs,
hartals, industrial disputes, and roughing up of managers for
such matters as the hiring of temporary (instead of permznent)
workers, firing'bf 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 employers :QLally vocjiferously for
undercutting workers' privileces. Any study of incdustrial crowth
in Bengladesh would, therefore, not be complete without an
analysis of industrial relations.

Two studies are planned: one on industrial disputes and the
other on labcr laws. The present working paper is devoted to an
economic analysis of industrial disputes. An anzlysis ci the
laber code is in progress.

Analysis

Industrial disputes are classified by regions/d:stricts and

by economic and political reasons. Both cause a=zd effects of

disputes are studied. A section is devoted to unions and

industrial disputes.
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particular focus is the relationship between industrial
disputes and precductivity. An unsuccessful attempt is macde to
determine the causal directicn of the relaticnship between the
two variables.
Findincs

In recent years, political factors have taken over economic
factors as the cause of disputes. Bargaining procecdures have
been urndermined to scme extent, inasmuch as an increa;ing number
of éisputes have encded in unconditional return to work.
Estimates of production and employment losses through' disputes
are analyzed.

Policy implicaticns

The main cause of incustrial disputes in Bangladesh seems to

be the.stagnaticn of industrial expansicn.



Working Paper No. 19

Technical Efficiency 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

industries, 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
ditferences in efficiency,
Findings

Small firms suffer from technical inefficiency in comparison to
large firme.

We failed to find any relationship between efficiency and
policies,

Policy implicatione

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.



Working Paper No. 20

An ldentification of Dynamic

Subsectors

Objective
. To identify dynamic and otherwisevdesirable subsectors.
Analysis
The 'analysis of this paper is based on HIID/ESEPP Project’s new

survey, naﬁed 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 inuestﬁent, sales,
employment, and number of new units. The analysis ié,dope 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 wvariables 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.
Nontextilé 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),
9. Agrobased industries
438
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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

Amonq 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-classec. Invectment per worker has decliﬁed over time,
indicating a labor-ucing biac. The results of Qrowth between private
idivected) &nd public textile enterpricec are somewhat unclear. On the
whole, differences, if any, are not significant. A couple of results are
awkward: Employment hac decreacsed in old public mills and has increased
in old private mills. Investment has declined, by and large, in both old
textile groups of industriec. A puzzling result is a substantial
increase in investment in the newly divesed cotton mills for five-six
years while their cales have simultaneously declined. Possible
explanations are offered.,

Amona new nontextile firms, agrobésed industries, wood furniture,
ready-to-wear garments, and electronics have experienced significant

incr>ace in investment.

.4,3._3’,.
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7.

8.

9.

10.
11.
12.

13
14

15..

16.

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

HI1ID/IND Survey, the follwing are the results according to single

criterion test:

‘Index

Q/KK = Output/Capital ratio

L/KK Labor/capital ratio

“VA/Q

Value added to
Output ratio

X/Q = Export ratio

INV Ratio = Ratio of-.the
domestic component of
investment to totq}'f.'

[ ]
investment

RM Ratio = Ratio of domestic

raw materials in the

corresponding total raw

materials

Top Rank

3807: Heat and Cooking Equipment

3206: Handloom textiles

3805: Structural Metal Products

3221: Ready-to-Wear Garments

-3223: Local Garments

3569: Misc. Plastic Products

I1/K = Investment/Capital ratio 3223

LF/LM = Female labor to
male labor ratio

Q/L = Output/labor ratio

+RR = Rate of return )

S = Small is beautiful
Gﬁ'.= Growth of rate of
employment
bs = Growth rate of sales
;é1'= crowth rate of
Anvestment

GU = Growth rate of units

(establishments) .

R = Composite dindex

3221:

3231:

3805:
3829:
3204:

3819:
3128:

" Local Garments

Ready-to-Wear Garments

Tanning and Leather
Stuctural Metal Products
Machinery & Equipment etc.
5ilk and Synthetic

Textiles

Fabricated Metal Products

Edible salt

3311:.S£w and Planing Mills

3805: Structural Metal Products

AS. U _,_]“6 »


http:labor.to

Accordfng to the multiple criteria employed here, the top 10
industries are: structural metal products, tanning and finishing,
heat/cool equipment, reacy-to-wear garments, jeweleries, edible salt,
fish and seafood, s;w and planing mills, handloom textiles, and rice
milliﬁg, and in that orawr.,

Finally, we failed again to find any relationship betueen
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 distortions, for example, structural méta] products, which
may be due to the investment bias towards residential investment: Other
arowth industriec are showing up because of their own dvnamism, €.q.,

garment, cseafood, and <o on.
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Working Paper No, 21

Role of Women in Banagladesh

Manufacturing
Objective

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 2.37 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 tish and seafood, while male workers have
monopoly in jute andltanning and finishing.

Much of the analysis dwells upon employment and wage rates,
Characteristics of male and female entrepreneurc are compared. An
econometric analysic of production tunctions ic carried out tg estimate
velue marginal products of male and female labor.

Findinge

banaladesh female workers have lower average product than male
workers. Therr wage rates are only one-third to one half of thoce of
male co-workers, On the other hand, surprisingly, female workers”’ value

marainal product (UMF) s sigrntficantly higher than the WMF of male

534
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of-policymakers.

Yoriin

G Paper No, 22
Bpace of Policies on_Smail
]

\dustrles
MQPCtiue
Te cSfese tpe 'Mpact o4 InQustrija; Policieg on the deuelopment of
R:l] ang Cottage fndustrles.
Melyeje

\l\

tiveg ang Probleme are aNalyzeqg as
o the ip 'mract gp Small ang large 'Ndustrjec
Feag,n <
ﬁ
55 .- tC\D(Q
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Impact of Policies and Problems Faced

by Small and Cottage Industries

Problem or Incentive

Findings

Small Units

Large Units

I. Factory Estab-

lishments

1. Serious problems

2. Incentive used/

liked widely

3. kssistance by
acency

4. Scorces cl oegully
crecit

5. Reasons for not ava-

iling of incentives

6a. Deley in sanctious

Lack of easy avail-
ability of raw
material

Ban imports of

preoduct
Credit, some train-
ing, marketing, BECIC

3
~ 0
o]
1]
]
-
1
3
N,
fD
s}
[o1]
8
Q.
2
|

anéd DFIs 16.5%
Low valué put on
incentives (67%
indifferent)

Mean 6.8 months

incentives

Procedural comp-

lexities

WES premiunm

(Garment industry

donminates)

Banks+DFIs 12%

Low value put c=

(67%
indifferent)

Mean 7.5 months

-
-



6b. Caﬁses of delay

7. Implementation
practicies suggest-
ed by entrepreneurs

8. New policy measures
suggested by entre-
preneurs

9a. Reasons for good

years

9b. Reasonsfcr bad

years

II. Cottage industry

(68% of urits belong
handloom industry)
10. Serious problems

(specified list)

11. Open-ended prob-

lems identified by

Admn. complexities,
corruption
Make. bank credit

easy, bn imports

Ban imports,
f9cilitate bank
credit

Domestic demand, good
harvest. (Policies do
not get credit)
Decline in demand,
increase in ‘input
(Policies do

prices.

not receive blame.)

Economic causes

underscored

to

High priority problems:

Adm. complexities

Solve raw material
problems, make bank
credit easy

Solve raw material
problem, facilitate‘
tank credit

Domestic demand, goocd
(Policies do not:get
credit)

Decline in demand,
increase in input
prices. (Policies do
~not receive blame.)

Economic causes

underscored

Lack of working

cagpital; procedural complexities (in credit);

lack of minimum own resources.

Lack of working capital, lack of availab:lity

of raw materials

trah



12.

13.

14,

16.

Major reasons for
contemplating to
leave he cottage

occupation

Major reasons for
preferring children
to quit the cottage

occupation

Measures suggested
for the promotion of

cottage industries

Poésible'reasons
that led to bad
years

Assistance agency

24 respondents were found contemplting to
l;ave 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

black marketing, and give adequate government
support in general. Handloom industry domin-
ates. Availability rather than a subsidization
of credit is the. felt need

Lack of cepital for agrobased industries ani

y

cost of raw material for handloom industry.
Increase in inpﬁt prices a general reason
Among individually separated agencies,

Grameen Bank the largest lender across all

- guintiles. BSCIC is a lead player in small

sector but a small player in the cottage

sector.



17.

18.

Source of equity

credit

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
irdicate that the advantages that small
enterprises have from their relatively higher
propensity not to comply with 1labor
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

deveiopment of small industries calls not for more fiscai and financial

incentives, but assistance for increasing their productivity through

improved technology and infrastructure in rural areas,

A3
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OCCASIONAL NOTZ 1
DATA GAPS FOR THE FOURTY
AND FUTURE FY PLANS

April 10, 1988

The following topics are discussed:

1)

2)

3)
‘4)

s)

~1
~—

Why data on the"impact of policies is so crucial
Defirning the quality of a survey

Data on the structure of production and employment

Data on household income and employment

Vertical integraticn of the pienning ard data-generating
Erocesses

Need anc high value of public-use micro data tapes

The data—generating process.

|
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OCCASIONAL NOTE 2
DECZNTRRLIZATION OF PLANNING
<N BANGLADESE=

June 18, 1988

The following tecpics are discussed:

Why Participaticn is necessary?

Search for optimal planning un:it

Wkat is district Blanning

Methodology

Organization

Division of bPlanning tasks

District buéget

District data

Techniczl stafs fo-r district developmenf planninc

rict cdevelcpment planning

s

ct

(KD

Shert course cn g
The content of dis~rict planning

-

Where tc begin-



OCCASIONAL NCTZ 3
INTEGRATING MICRO AND MACRO PLANNING

July 15, 1988

The follo&ing topics are discussed:

In::oductich'

DeZinition of integration of mac-o and micro plaaning:
limited integ;ation (lihking pProjects with macro
va:iablés);. global integraticn: micrcfoundations cf macro
planning-(linking behavioral characte:istics of the
Srivate sector and the techrnolegical characteristics of

tublic projects with national varizbles)

Methcdclogy cf intecgraticn of macro and nicro planning:

n
L

reral eguilibrium the only lccizal merthed

&)
n
!
]
19|
[}
D
3"
]
(o8
th
QO
H

intecrating macso end micro clanning

|w)
m
!
fu

aveilartle as of now

[@]
m
o
18

eéxsected to become availatlie :inm 1689 arz 1960
Data needecd

Scre cuesticns.



CCl/EICNAL NOTE 4

falal LI R KR ]
- e mm s -

ON BANGLADESH AGRICULTU=AL SECTOR REVZIEW

-1
!

is in effect a dissenting (17 pages + 19 pages of taties)

(&}
(9]
[ad
[{]
t
Q

the entire approach and content of the multivolume review

am of 4 expatriate and national experts (with a sccre of

m.

Ey a t
tackground papers by short-term consultants) working for a year,
waich was evaluated by a group of 25 international experts in a
week-lcng forum, under the auspices of the UNDP/Ministry of
Acriculture. The.Planning Ccmmission Resident Economic Advisor
was an invited member of that forum, in which capacity he wrote

this ncte. The critic disagrees with the authors on their

anelysis, prioritization, as well as policy reccmmendations.

47"
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OCCASIONAL NOTZ
COMMENT
ON USAID MISSICN'S
AGRICULTURAL SECTOR XEVIEW
April 28, 1¢E3

A critical review of the USAID Mission's Review of
Eangladesh's Agricultural Sector. OCre of the points the present
advisor makes is that a balanceg, ctimal approach to resource
allocaticrd in Bangladesh's agriculture will be more productive.

then the unbalanced—development, irrigetion-led apprcach

~eécommended by the mission. For instance, althougih mos=zt
écricultural eccnomists believe that the green revoliuticn was
stccessiul in the Punjab because the srecendition of irrigaticn

fecilities were in place there, muc: of irricaticn was, indeed

~elc variety =sesds--ths rate go- Teturn

inluced v nTiga-yi
increzsed sg sharsly that farmers cuc wells, bored tube wells,
&nd even gcvernment was induced to dig additicnal canzls mEinly

tC ralse the water table for tube wells, which were insca>lsgd o

ndivicdual fazrmers without public supcert.



OCCASIONAL NCTE 6
PRELIMINARY THEQOUGETS ON
TEE T=EIRD PEASE
OF THE USAID-FUNDED PROGRAM OF
EMPLOVMENT AND SMALL ZNTERPRISES

& d

April 28, 168¢

A preliminary pecsiticen parer written Ior USAID. Two maicr

b-ciects sucgested are based on the twin olicy reccmmencdaticns
cg P

cf tris project, namely derégulaticn and raising the level of

echnology.

rt

.q.cg"
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OCCASIONAL NOTE 7
THE NATIONAL ACCOUNTS OF BANGLADESH
VALUE ADDZD IN MANUTACTURING

May 5, 1989

The advisor has written three invited short notes on the
topic:

(1) value Aédded in Manufactu-

uring (Mav S, 1989), 4 paces

A shert note on improving the estimates of value added
in manufacturing, when recuested by the Member, GED, Planning
Comnissicn, who is a member of the National Commission on

National Accounts of Bangladesh.

(2) A Brief Ccmment on the UNDP

Missicn's Aide Memoirs c¢n

Natiornal Accounts (Dec.28,

A ccmment con the Aide Mefoire prepared by a UND? missicn

Zor 338, wWwritten when specially recuested by Mr. Salem,

Secretary, Statistical Divisicn (8BS being a divisicn of tne

(3) A short Cecmment on DraZf:

Ch.3 gi the Commiscion on

3 o o ,eny l » ~ Com =g
AT IONa ACC2UDCS

n the draft repor:z of the Naticrnal

|95

L) e e epe - ~i
A rent eno oo,

S0
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Commiscion on National Accounts written by tihe Member, GED,
Planning Commission, wno had &sked for the advisors comme:nt.

(4) A Very Brief Comment

(Jan 1988), 2 paces

Pl

A very brief rzpidly written 2-pzge commexnt cn an article cn
the Fourth Five Year Plan by the Member, GED, Planni=zc

Commission.



CCCASIONAL NOTE 8
COM2AENT
ON THE EIDS STUDY
OF THE TEXTILEZ SECTOR

June 18, 1969

It is an invited critical ncte presented in a day-iong

seminar of BIDS on its study of the textile sector, in particalar
the handloom sector. One of tpé_most interesting results <zhat
struck this advisor is that‘handlooms experienced higher rates.of
growth, productivity, and.profiﬁability than powérlooms and =ills

in the teeth of much lower ERP for kandlocrs. than pecwerloc=s or

mills.
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The result is consistent w:ith cur findings of Working
15 in whvch ERAs are necatively ccrrelated with growth ancé cther
desirable variables. The remedy recommended Sy BIDS, however, :is

reverse of what the present adviscr would recsmmend: BIDS exc-arts

19
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recommend an increasé Of assistance to handlooms -o =
assistance to them at par with ccwerloems and mills. This
adV1sor would recommend a recduczion in the a551sta“ 2z to
powerlocms and mills to bring it a2t zar with handlooms. Fc- cae
of the imgsortant findings of this Dproject's research is zha:z
higher the effective assistance, the more inesficient th
Accordingly, equity of treatnmen:s v levell:ng down rather =zha:xn
levelling up of assistance is a lczical pelicy implicated == the

findings of both the BIDS study anc the HIID rsesearch.



OCCASICNAL NCTZ G
SCMZ PCLICY IMPLICATIONS

OF THE HIID/ZSEP2? EZSEZARCE

Research Findinas that Indicate

That Private Investors have ac:h
Resoeonced to Incdustrial Policies

-

Z. Private investment has se=n sluggisk.

Private investment kas Zazllen far shert of TEY? tzrgets.

it wes only 22 percent of the S-year target in the £irst 3 years.

»

3. New investment usually embocdies improved technology and

fLence rise in procductivity, =ut in Bancladesh there is no

2vidence of any increase in procuctivity growth. By

4. Fgreign investment has cticksd ug a bit, but is still
cnly =z crikrie
. Intersstingly, evsn gverzll -=2l investment in the public

s2zicr has cdeceleratad
€. Industrial gickness nas -ncreesed. This has been
Tsooriec by randustrial leaders :% factual evidence is the
increase in "discouragezd" industzies freom 11 in 1986 to 21 today.
7. The rate cf cgrow:th cf :nfustrizl presuction is lower in
the 1%20c than the 187Cs

B. The rate cf growth c¢f GIFP has also decelerated, though

Tn2L mny te atitrikbutes to cther fz2zccors tharn deceleration in



investment, e.g., floods. _

9. Industrial leaders agree with the above results, but
blame smuggling, rent-seeking, cbrruption, and bureaucratic sloth
for their sluggish response to ‘incentives. But these are only
the symptoms of a deep-rcoted malaise, which is high'protecticn
and o.ver—regulaticn ‘of the ecdnomy. |

10. Investment, TFD, a'n'd production efficiency' are
negatively correlateg with the effecti;re Tfates c¢f assistance
(ZRAs) in Bapgladesh.

Conclusica: ©Pelicies cf Promoting industrializatiop by
reducing industrialiscs' costs. of production through subsidies,
raising their prc«dhct Drices- fhrough'brotection, and increasing
their orefivs thfough &f2x helidays .seem not to have delivered.

More fiscal, mnenetary, and regulatory assistance is hardly the
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ctably lies in giving assistance in
develccing —2cznclogical :'.nnova‘-.:'ions, new products, izproved
10r orgaznization of Sroducticn, and
imgroved managarial Dractices.

Xesearch Pindings tTh2t Imnlicara

~ 1 b I -
-2Zhncloov Polias

1. Tota--:‘a:tor—p:oc‘::tivity growth rate has been declining

2. Smell Ziras are farther below the frontier of
Banglacdesh's Frevailing best-practice technology (are mgore

" in2ificient) thanp large firms, reflecting inferior techrology of



3. Bangladesh lags behiné :-c¢ ne:ghboré in technolocy
improvements

4. The Apex-agency survey confi-ms the above results

5. The present R&D organizaticns of Bangladesh cannct -meet
the demands for technology of tcéay

6. Output growth rates have been much lower than the growth
rates cf conventional inputs, succesting technological decadence

7. Investment, which is kcth: a cause anéd an effect of
technological advance, has been sluggish

8. Bangladesh's input in the dévelopment_of technological
innovations, namely R&D, is meager

9. Pclitical will'for a leap frog in;tethnology now exists
in Bangiadesh

10. Pecuniary (fiscal ané mernetary) policies have failed to

arouse the Bangladesh investor. Instead they have caused

Cistcrticns, wicdespread inefficiencies, and malallocation of
rescurces. A shift to technolocicz2l policies is in .order.
Cocnclusicn: The key to the malaise of Bangladesh's incdustry

lezp frog in technological innovations.

is

fu

55"
- (c, (é -~



May 9% 540
OCCASIPNA L NOTE I

1. Note 90.1

Aqriculture-industry and spatial

linkages and economic development

Objective

To trace agriculture-small'industry linkages as well as the
spatial effects of infrastructure, industrial-urban nexus, migration,
etc., on small industries.

Analysis

The theory of agriculture-inﬁustry linKkages is clarified., A
regression analysis of spatial uariablee on industrialization is carried
out. The data were generated as a part of the HIID/7IND Survey. About a
score of variables were generated at the mouza level.

Findings |

Nearnecs to marKets and infrastructural facilities, experience cf
entrepreneurs, export of labor, entrepreneurs’ schocling, quality of
education, aind industrial estates promcte inductrialization, The
construction of paved roads and other infrastructure in the country
cide, therefore, ic likely to yield a relatively high pavoff in terme of
the growth of rural industries as well as agriculture, with
growth-promoting feedbacks to the rect of the economy.

Policy implications

Rural infrastructure promises a high payoff in terms of rural

industrialization.



BARCKGROUNXND STUDIES

. Survey technicues ang

Questionnzire

kbout 2 dozen background studies have been spireal-tbound.

The include guestionnaires for different surveys done by this
£-oject; tebulation formets for datsz processors; menuels of
investigators; and similar mate—izl.

Background Paper No. 1: Prelatory Discussion Note
Sept.21, 1687

Background Paper No. 2: 1 Ten-day Workshop on Investment,’
Planning Commission, June 29-July 5, 193¢

Szcihground Paper No: 2: KIID .ndustrizl Survey of Establishments
Apr 9, 1989: Questionnaire

’

Zeckorcund Paper No. 4: EIID Industrial Survey of
Ecteblishments, July 198%: Tabulaztion
rormacs

fzzrzroend Peper No. 5 £ZID Industrial Survey of Cottace
Industr-iecs, Epr 9, 1989: Questionnzaire

fzzhiground Feper No. 6 {1ID Incustriel Survey of Cottace
Incdustries, Surmmer, 19B8S: Tabulztion
Formats

Frosigiound Faoer No. 7 Fiood Darmage Survey, Ost 3-10, 0SS
Questicnnzire

nZustrial Leaders on the
“cles, June-July 1985:
Questionnzire
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(Troater printouts contain & Lol more computed resultc tha

Lo renerten in working rapers. The results ue
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http:Tabulat.on

anzlyveis as well as a lot more have been saved and properly
Zlecged. Interested researchers are welcome to read them. They

-

1l be saved till the termination of the project. A few, more

3
i

uselul ones, will also be saved as a part of the EIID/ESEPP data
bar}. even after the project is closed.

3. Data taves

A number cI data tepes and scores of data diskettes as well

h

es so-iwzres Zcrm the data bank of this project. In what
organization and form the Planning Commission will save them is

not yet known.
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rt-Term Consultants’ Reports
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L.¥. Sahadat

a
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E.H.” Sakradat

%.E. Sahadat

Rchert House,
rz-iéur Rek, Es
Ta

Quasen,
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xcile Procucts:

in Progress

acro Framework cf Pracocious
Industrialization in Bangladesh 143

lzh, Economic Policy Evolution in
Historical Perspective in
Bangladesh 50
Ullzh, Institutional Linkages of Small

Producers in Bazngladesh 45

echnolocy for Small Enterprises:laqiim 10

feposn

ima+es of Effective Assistanc o=t

1974-75--1527-388 20

Iinstisuticnal arrancement
mechnology Transfer and Development
P.an oI Action iG3

why has the Response of
Irvestors to Industriel
been so Sluggish?

Induscries (Consultant:
ul Bug)
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- _‘-
~oaada

—
IS

Elec--onics (Consultant:

D-. AbZus Syed Satter

Sumsecto-: Lighz Mechanical Engineering (Consulazis:
-. Nurul Amin & Dr. Ahsan Rli Khan)
Subseszor: Leathes & Leather Products (Consultaats:
D-. M.MK.Hug and Principal Karam mli khmec).
Sunsestor: Turniture & Wood Products (Consultant,
nvof. E.T.}. Zanurul Hucg, Dacka UnivaIsily

o
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Cornsultan it
t Titie of Renort No.of

pages

13. Su : 3
bsecter: Ready-Made Garments & Textiles (Consultants:

-~ 'S
Prof. Monty Graham, Duke University, Usa,

ané Prof. Momtazuddi
A’/ Jaiversity) 7 Rfined, Dhake

Reports_on Special Topics

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

1. Robert Evenson

2. K.L. Krishna Study on tzchnical firm efficiency and
productivity growth in Bangladesh:

Preliminary ressults written out

2, Kathy Andercon Study on Labor Pelicies and Small

Sector in Bangladesh (in progress)

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

policy for Bangladesh

5. Robert House Report on the institutional framework

for technology transfer for Bangladesh

%1
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Vv . SPECIAL SEMINARS
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Mocnthly Seminer

-'—o

These seminars are based on the research éone curing ==

morth. Since Jznuary 1658, z few mcnths have been misses.

On the other hand, curing scme mcaths there were more then

one seminar. E total cf 30 «rmocnthly seminars were given

-—te

by December 1SE€¢.

Spvecial Seminars

These are invited cr specially organizeé seminars.
¥ocdelitizz of Modelinc cf Inceme Distrituticn ané Pcverty,
ZIDS, Nowv. '1i.

Methodolecy cf research, UIAID, December 12.

* research, USAID,

(@]

Interin results cof the EIID/ES:Io? Proje

-3e macniTice éeni the distrirution eof flieod camazes,
Flenning Commicsion, September 24. Seminar chaired by
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is ¢I the Impact of Policies by Sice-Class cf

h, EIID Interrnzticnzl Seminer,



raviced cocmment cn the P 's Bangladesh Agzicultural Secor

Jeview, Week-long Forux: cf 25 inteznaticnal econcmists, World

Tank /NP, Feb. 11-16.

ayvit2é comment on the SIDS studies of the tex:tile inéustIv,

June 1l8.

BIDS,

implicatichs cf the HIID/ESEF? proiject reseazil,

June 27.

impiications of yITD/ESEFP Prcject

ol o

adings ané policy the

-asearch, Plaaning Cemmisszon, July 22.

ci policies or essiciency of procduction by size-

2lanning Cc==ission,

. z . - - & .
clagg: Irgcocler .DIOC'.IC-‘_CI‘. £LRCTICRS, & =Ceaeemes
-t -z

[ M — -

— - —— -

TIIvEIE iavaszicatcrs have Bot -esgcnced O incéuszzial
sciizies, USALD, Sulv 27.

©III,/IZIFF Projecst -zsea-ch £incingcs -hat imgp.:cete
~- -= R S - R B t oy T PR ol “-Nn
Terzzulztich anc ~amnnclcgY DCiiCY, UsAT, REC. ave

--.-z. FzgcToz pIocusiiVItY cTowzZh o zzngliadash, i-cev
cz-:mzz 2 the NPT, MonileTIYy C:S -~gugz->es, CCTcleEs e
Zznglafzshos TooncnmLc Toiicles, =-D2S, Segt. -

1. nzzzgsment ©OF 3zang_acdesh’'s “conomic Fclilles, Zneve
c-.ez-zizv’e Centel SIS aévancec Socicecconcmic R2seasto Sect.
sin Lzszssment OI T Impact cI Tngustriel FoILCIES in
zanzladesn, Planniag Ccomission, chaired by Melz2Zo, G=ZZ, Sec:
=.vz Zzangladesi's Tndustoielists Responced &2 Incustoiel
>~_:.z>2: and Econckil Develooment, wcr-ldé Bank, Sep- -



18.

1s.

tangladesh's Industrial Policies ard Zcecrnemic Develczzernt,

UNDP, Sept. 1%.

Policies and Econcmic Development in 3angladesh, Vanderbilt

University, Octoker.12.

20. An Assessment of the Impact of Policies in BanglzZesa,
s
Harvard University (¥IID), Cam=ridce, MA, Cct. 4.

21. P:cductiyity anc Eccnomic ZCevelccment in Baaglalzssh,
Netional Prcducctivity Organi:aticn/International - zbor
Office, Oct. 23-25.

22. Procductivity and Technolcgical Management--Pertinent Isstes
in Banglacdesh (by KIID Consultazt Igbal Manmud), Oct. 23-25.

23. An Assessment of the Impa&t cf Pclicies ia Bangl:zZesh,

Planning Commissiop, Chaired Ey Mizister c£ Planning, Ncv. 12.
l§90

24. Consistency cf HIID Proiect's Exagirical Findings with
Theory, Planning Ccmmissicn, Jaz. 2

25. Leather and Leather Gocds Sector in 3Bangladesi: Ma:li:
rinéings of a Study, Plarnnizng Commission, Jan. 3.

26. Stochastic Frontier Producticn Fundctions ancd Fiza
Zificiency, Planring Commissicn, Jan. 6.

27 An Assessment cf the Imcact cI Fclicies ina 3ang-acdesi,

Ministry of Industry, February 7, 1990

28. An Assessment of the Impact of FPolicies on Industrialization

in Bangladesh, BSCIC, Government Policymakers,
Februa}y 11, 1990
29, an Assescment of the Impact of Folicies on Small and Large

Inducstriec and Policy Implicatrons

- ,747



18. EBancladesh's Incdustriel Policies arncd Eccncmic'nevelc;:en:,
UNCP, Sept. 1%T.

19. Policies and Econcmic Developzent in Sangladesh, VarnZerbilt
University, Octoker.12.

20. An Assessment of the Impact 2Z Poliicies in BanglzZesh,

P

Zarvard University (HIID), Camtridge, A, Cct. 4.

21. Prcéuctivity and Eccnomic Sevelccment in Baaglaizsh,
National Prcductivity Organicaticn/Internatiocnal _abor
Office, Oct. 23-25.

22. Productivity and Tecanological Management--Pertinent Issues

in Bangladesh (by HIID Consultaat Ighal Maamud), Oct. 23-25.

23. An Assessment of the Impact cf Pclicies in Bancglzcesh,

B

Plannirg Commissign, Chaired by Mizister ¢ Planning, Ncv. 19.

1990

24. Consistency cf HIID Project's Eacirical Findings with

"

Theory, Planning Ccmmissicn, Jan. 2.
25. Leather and Leather Gocds Sector in 3angladesh: Main
rinciags of a Study, Placniac Commission, JSan. 3.

26. Stochastic Frontier Produc:tion Ffuncticns ané Tirn

h

-2ZZiciency, Planring Commissicn, Jan.

27. An Assessment cf the Impact cf PFclicies in 3anclzacessi,
Ministry of Industry, February 7, 1990

28, An Assessment of the Impact of Policies on Industrialization
in Bangtadesh, BSCIC, Government Policymakers,
February 11, 19%0

29. An Assescment of the Impact of Folicies on Smasll and Large

Induetriec and Policy Implicetionc
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