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ABSTRACT

Working c a p i t a l  p l a y s  an important,  r o l e  in  day t o  day o p e r a t i o n s
o-f a b u s i n e s s  e n t e r p r i s e .  The suc c es s  or  - f a i l u r e  o f  an
e n t e r p r i s e s  i s  ve ry  much dependent  on i t s  e f f i c i e n t  management o f  
work ing  c a p i t a l .  A f t e r  the  l i b e r a t i o n  o f  Ban g l ad es h ,  most o f  the  
i n d u s t r i e s  were  taken over  by the  Government by a N a t i o n a l i s a t i o n  
o rd e r  o f  26th March,  1972 f o r  b e t t e r  s u p e r v i s i o n ,  c o o r d i n a t i o n  
and c o n t r o l  and were ves te d  wi th s p e c i a l i s e d  s e c t o r  c o r p o r a t i o n s  
to  run th os e  as  p u b l i c  e n t e r p r i s e s .  The pe r fo rmance  o f  t h e s e  
e n t e r p i s e s  was ,  however ,  e>:temely d i s a p p o i n t i n g  e s p e c i a l l y  in  the  
a r e a  o f  j u t e  and co t ton  t e x t i l e  i n d u s t r i e s .  Most o f  the
e n t e r p r i s e s  in j u t e  and co t t on  t e x t i l e s  became s i c k  due to  
c o n t in o u s  l o s s e s  and and e r o t i o n  o f  e q u i t y .  The e f f i c i e n c y  o f  
p u b l i c  e n t e r p r i s e  was a d e b a t a b l e  i s s u e  between the  two group  
o f  economis ts  p l a n n e r s ,  f i n a n c i e r s . One group que s t ion ed  the  
e f f i c i e n c y  o f  running  those  e n t e r p r i s e s ,  e sp ec i cx l l y  they noted  
the  l ack  o f  p rope r  working  c a p i t a l  management was one o f  the  
major p rob lem.  I t  ap pea r s  f rom the  annual  r e p o r t s  o f  Bang ladesh  
Jute  M i l l s  Corporat ion (BJMC)  and Bang ladesh  T e x t i l e  M i l l s  
Corpora t ion (BTMC)  th a t  most o f  t h e i r  e n t e r p r i s e s  have n e g a t i v e  
net  work ing  c a p i t a l  p o s i t i o n .  M o r e v e r , most o f  the  r e sp on d en t s  in  
our su r vey  s t r o n g l y  ag reed  t h a t  work ing  c a p i t a l  management i s  a 
number one prob lem in p u b l i c  e n t e r p r i s e s ,  e s p e c i a l l y  in Jute
and Cotton t e x t i l e  i n d u s t r i e s  o f  Bang l adesh -

The p re s en t  r e s e a r c h  i s  based on the  a n a l y s i s  o f  d a t a  
c o l l e c t e d  from pr imary  s o u r c e s  and secondary  s o u r c e s  da ta  were  
a l s o  used .  The d a t a  were checked and c r o s s  chequed by two g r oups  
of  r e sp o n d e n t s  from both the  s e l e c t e d  m i l l s  and c o r p o r a t i o n s  head
o f f i c e  and top o f f i c i a l s  o f  Bang l adesh  Bank and Commercial  Banks.
The major  t e ch n i qu e  o f  a n a l y s i s  used in  t h i s  s tudy  i s  "FACT 
METHOD". Th i s  i s  a f i n a n c i a l  a n a l y s i s  c o n s u l t a n c y  t e ch n i qu e  which  
was f i r s t  used in Uni ted  Kingdom to  t r a i n  the  n o n - f i n a n c i a l  
b u s i n e s s  e x c e u t i v e s  in f i n a n c i a l  management ( s e e  annexure I 
X I I ) .  To t e s t  the  v a l i d i t y  o f  the  s tudy  on c? f f i c i ency  between
F'ubl ic v s  P r i v a t e  e n t e r p r i s e s  Chi - -Squi re  t e s t  were  a l s o  used in
the  su tdy .  3 8 4 8 I 1 S

The major f i n d i n g s  o f  the  s tudy  a re  summarised as  f o l l o w s :

i .  Management of  p u b l i c  s e c t o r  j u t e  and co t t on  t e x t i l e
e n t e r p r i s e s  do not c a l c u l a t e  t h e i r  work ing  Cctpital  in  an 
o b j e c t i v e  manner.
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i i .  The investment  in i n v e n t o r i e s  in p u b l i c  e n t e p e r i s e e  i s  
d i s p r o p o r t i o n a t e l y  high which c r e a t e s  working  c a p i t a l  prob lem.  
There was e x c e s s  i n v e n t o r i e s  o f  Tk. 2233 l akh s  and Tk. 52<b l a k h s  
in s e l e c t e d  p u b l i c  s e c t o r  j u t e  and co t to n  m i l l s  r e s p e c t i v e l y  
compared to  our mode l .

i i i .  C o l l e c t i o n  p o l i c y  o f  p u b l i c  e n t e r p r i s e s  i s  ve ry  poor ,  
as  a r e s u l t  a huge fund i s  b l oc ked  in acc ounts  r e c e i v a b l e s ,  
c?Bpecia l ly  in advances .  There  was e x c e s s  r e c e i v a b l e s  o-f Tk. 1866 
l a k h s  and Tk. 242 l akhs  in  the  s e l e c t e d  p u b l i c  s e c t o r  j u t e  and 
cot to n  m i l l s  compared to  our model du r i ng  the  p e r i o d  o f  s tudy .

i v -  I t  i s  found that, a s  a r e s u l t  o f  huge investment  o f
funds  in  i n v e n t o r i e s  and r e c e i  vab l  £?s, cash f l o w  g e n e r a t i o n  i s
ve r y  poor  and t h e r e  was huge s h o r t a g e  o f  cash amounting to
T k . 1195.75 l a k h s  in  j u t e  m i l l s ,  but an e x c e s s  cash o f  Tk .84 .06
la kh s  was found in the s e l e c t e d  co t t on  m i l l s  compared t o  our
mode l .

V .  Low demand o f  j u t e  goods  and s e r i o u s  co mp et i t i o n  in
i n t e r n a t i o n a l  market ,  a huge s tock  o f  f i n i s h e d  goods  i s  p i l e d  
up which a g g r a v a t e s  working  capj i ta l  prob lem.  I t  was found tha t  
e i g h t  months co s t  o f  p ro du ct io n  o f  f i n i s h e d  goods  was b locked  in 
godown compjared to  one month as  sug g es ted  in  our model .

v i . I t  i s  found th a t  t h e r e  i s  i n e f f i c i e n c y  and c o r r u p t i o n
in p rocur eme nt , s t o r a g e  and us-age s t a g e s  o f  raw j u t e  in  
p u b l i c  s e c t o r  j u t e  m i l l s  and both management, union and s o c i a l  
l e a d e r s  a r e  in v o l v e d  in i t ,  which i n c r e a s e s  the  raw j u t e  c o s t .

v i i  . P r i v a t e  s e c t o r  j u t e  m i l l s  show h i g h e r  p r i c e s  o f  raw
j u t e  c o s t  in  o rd e r  to  e x t r a c t  undue c o n c e s s i o n s  from the  
Government in terms o f  compensat ion f o r  l o s s ,  t o  ge t  cheap bank 
l oan and a l s o  t o  evade payment o f  t a x e s .

v i i .  I t  i s  found th a t  in p u b l i c  s e c t o r  co t t on  t e x t i l e
G?nt.erprises a huge s tock o f  f i n i s h e d  goods  accumulate  due t o  
l ower  pur c h a s in g  power of  the  poor e r  s e c t i o n  and clamour f o r  
f o r e i g n  co t ton  t e x t i l e  goods  by the  r i c h e r  s e c t i o n  o f  consumers ,  
which a f f e c t s  work ing  c a p i t a l ;

v i i i . I t  i s  r e v e a l e d  th a t  undue demand o f  f r i n g e  b e n e f i t s  by
un ions  at  the  i n s t i g a t i o n  o f  management and s o c i a l  l e a d e r s  
enhances  wages and s a l a r y  c o s t s  which a l s o  c r e a t e s  work ing  
c a p i t a l  management problem.
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>;i. Cost  account ing  and cos t  c o n t r o l  system i s  found
in ad e qu a t e  in  p u b l i c  e n t e r p r i s e s  to  co nt ro l  over  e x p e n d i t u r e s .

>!, E n t e r p r i s e  management under Bang l adesh T e x t i l e  M i l l s
Corpor a t  i on (BTMC) was -found incompetent in un d e r s ta n d i n g  economic  
and d i s eco nom ie s  o f  raw co t t on  procurement .  E n t e r p r i s e  management
want d e c e n t r a l i s a t i o n , which
p os s i  b l e , 
ag reement .

as raw cot ton
in the  op in ion  o+ 
i s  imported on

C o r p o r a t i  on 
g r an t  and

i s  not  
b ar  t er

>:i. I t  i s  found th a t  t h e r e  i s  l ack  o f  c o o r d i n a t i o n  between
p r o d u c t io n  and s a l e  in p u b l i c  e n t e r p r i s e s  which a f f e c t s  work ing  
c a p i t a l  management problem.

x i i .  Inv en to r y  tu rn ove r  r a t i o  i s  found ve ry  low in  the
p u b l i c  e n t e r p r i s e s  compared to  s t an dar d  which a g g r a v a t e s  work ing  
c a p i t a l  management problem.

x i i i .  I t
l e v e l  o f  
e n t e r p r i  s e s  
components o f  working c a p i t a l  
t h i s  c o n t e n t io n .

i s  r e v e a l e d  tha t  t h e r e  i s  no b a s i c  d i f f e r e n c e  on the  
e f f i c i e n c y  between p u b l i c  and p r i v a t e  s e c t o r  
wi th  r e s p e c t  t o  i n v e n t o r i e s ,  r e c e i v a b l e s  and cash

management and X t e s t  v a l i d a t e d

x i v .  I t  i s  r e v e a l e d  t h a t ,  p u b l i c  e n t e r p r i s e s  a r e  overmanned
e i t h e r  by ghos t  worke rs/or  by s u r p l u s  manager i a l  p e o p l e  o f  the  
d i s i n v e s t e d  m i l l s  and some w o rk e r s ,  e s p e c i a l l y  union l e a d e r s  do 
not work at  a l l  which i n c r e a s e s  undue we^ge and s a l a r y  cost. in  
r e l a t i o n s  t o  p ro du ct io n  e f f o r t  compared to  p r i v a t e  e n t e r p r i s e s -

The f i n d i n g s  p re s en t ed  in t h i s  d i s s e r t a t i o n  i s  an 
e m p i r i c a l  i n v e s t i g a t i o n  i n t o  the  working  c a p i t a l  management 
p r a c t i c e s  o f  the  p u b l i c  s e c t o r  j u t e  and co t t on  t e x t i l e  i n d u s t r i e s  
in Bang l adesh .  The fundamental  o b j e c t i v e  o f  the  s tudy  was t o  
d es i g n  an o p e r a t i o n a l  model ,  which i s  be i ng  p re s e n t e d  in Chpater  
seven and the  author  b e l i e v e s  th a t  i t  w i l l  improve the  work ing  
c a p i t a l  management p r a c t i c e  in j u t e  and co t t on  t e x t i l e  i n d u s t r i e s  
in p a r t i c u l a r ,  and in p u b l i c  c?nterpr ise  in  g e n e r a l .  In a d d i t i o n ,  
t h i s  s tudy  a l s o  p r o v i d e s  an i n s i g h t  i n t o  the  compara t iuve  work ing  
c a p i t a l  management p r a c t i c e s  between p u b l i c  and p r i v a t e  s e c t o r  
e n t e r p r i s e s  d i s i n v e s t e d  a f t e r  the  new i n d u s t r i a l  p o l i c y  o f  
1982 . In d e s i g n i n g  the  sug g es ted  model ,  the  author  has  r e v i ewed
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the  e>:i s t i n g  wes te rn  models  o f  i n v e n t o r y ,  cash and r e c e i v a b l e s  
components o f  work ing  c a p i t a l .  The author  has  a l s o  examined the  
norms of  in v e n t o r y  and r e c e i v a b l e s  sug g es te d  by Tandon Committee  
ap po in ted  by the  Rese rve  Bank o-f In d ia  f o r  j u t e  and co t t on  
t e x t i l e  i n d u s t r e s .  The i n v e n to r y  norms s ug g es te d  by Bang ladesh  
Bank f o r  250 1ooms(narrow)  j u t e  m i l l s  has  a l s o  been examined.

The author  found th a t  Invento ry  model such a s  Economic 
Order  Quant, i t y  <EOQ) or M i l l e r  or  Model f o r  Cash management. and 
oth er  models  sug g es te d  by weste rn  s c h o l a r  a r e  not p r a c t i c a l l y  
a p p l i c a b l e  in the  envi  ornment al  c o n s t r a i n t s  o f  Etangladesh-  
S i m i l a r l y  the  In vento ry  and r e c e i v a b l e s  norms s ug g es te d  by the  
Tandon Committee o f  the  Rese r ve  Bank o f  I n d i a ' s  s tudy  a r e  a l s o  
not  v a l i d  under the  soc io - ec ono mic  c o n d i t i o n s  o f  Bang l adesh .  The 
norms s u g g e s t e d  by E<angl adesh Bank f o r  the  in v e n t o r y  (250 looms  
j u t e  m i l l s  o n l y )  i s  ve ry  r i g i d  and i s  not a p p l i c a b l e  f o r  a l l  
type?s o f  j u t e  m i l l s  ( b i g  and medium m i l l s ) .  Moreover ,  t h i s  norms 
i s  determined f o r  bank c r e d i t  o n l y .  Bang ladesh  Bank has not  
sug g es ted  any norms f o r  r e c e i v a b l e s  and cash components o f  
working c a p i t a l .  I t  has  a l s o  not sug g es ted  any g u i d e l i n e s  f o r  
cot to n  t e x t i l e  i n d u s t r i e s .

The model de s i g ne d  by us  in ch ap te r  seven c o n s id e r e d  
a l l  components o f  working  c a p i t a l  management, i . e .  each i tem of  
i n ven to r y  model ,  cash model and r e c e i v a b l e s .  In o rd e r  t o  c a r r y  a 
r e a s o n a b l e  l e v e l  o f  c u r r e n t  a s s e t s  in r e l a t i o n  t o  p ro du ct io n  
requi  r e m e n t s , the  maximum permiss ib le? l i m i t  o f  bank 
b o r r o w ! n g s ( c a s h  c r e d i t / o v e r d r a f t ) has  been worked out under t h r e e  
innovated  methods.  The mode?l has  been t e s t e d  by comparing ac tu a l  
f i g u r e s  o f  i n v e n t o r i e s ,  r e c e i v a b l e s  and cash w ith  our p lanned  
f i g u r e s  a s  per  model ,  and i t  i s  r e v e a l e d  th a t  t h e r e  was excessive?  
b l o c k a g e  o f  fund of  Tk. 22^7 l a k h s ,  and T k . l 866  l a k h s  in  
i n v e n t o r i e s  and r e c e i v a b l e s  r e s p e c t i v e l y  in  the  p u b l i c  s e c t o r  
j u t e  m i l l s  d u r i n g  1982-83 t o  1986-87,  and the  j u t e  m i l l s  co u l d  
save Tk.574 l a k h s  as  in terest ,  income on ly  out of  the  b loc ked  
fund.  But t h e r e  was huge cash s h o r t a g e  o f  Tk. 1196 l a k h s  in  
p u b l i c  s e c t o r  j u t e  m i l l s  compared t o  our model ,

and the  s h o r t a g e  has been made by means o f  e x c e s s i v e  bank 
b o r r ow i n g s .  Only in 1987, the  b i g  j u t e  m i l l s  had T k . l l 7 1  l akh s  
e x c e s s  bank b o r r o w i n g s  compared to  our model w ith  a heavy  
int£?rest burden.  In co t ton  t e x t i l e  m i l l s  e x c e s s i v e  amount o f  Tk.  
526; Tk. 242 and 84 l akhs  was found b l oc ke d  in  i n v e n t o r i e s ,  
r e c e i v a b l e s  and cash r e s p e c t i v e l y ,  and the  t h r e e  co t ton  m i l l s  
cou ld  save  Tk. 119,29 l akh s  a s  i n t e r e s t  income on l y  out o f  the  
b lokced  fund.  The impact o f  our model has  been t e s t e d  on the  
accumulated net  p r o f  i t / and  c a s h f l o w s  o f  the s e l e c t e d  e n t e r p r i s e s .  
The a n a l y s i s  r e v e a l e d  tha t  the  accumulated
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 ̂ l o s s  o-f T k . l l 5 6  l akh s  o-f 3 j u t e  m i l l s  over  - f ive y e a r s  cou ld  have
been reduced  by Tk.574 l a k h s  on ly  out of  s a v i n g s  o f  i n t e r e s t  

** income.  S i m i l a r l y  n e g a t i v e  c a s h f l o w s  b a l a n c e  o f  Tk. 1195.75 l akh s
would have been r educed  to  on ly  Tk. l a k h s  i f  our model i s
adopted .  By adopt ing  our model the  t h r e e  c o t t o n  m i l l s  cou ld  earn  
an e>;ces-s p r o f i t  o f  Tk. 119-29 l a k h s ,  and the  accumulated b a l a n c e  
o f  n e g a t i v e  c a s h f l o w s  would have been r educed  t o  Tk.l454.3-9- l akhs  
i n s t e a d  o f  ac t u a l  T k . 1573.68 l a k h s  d ur i n g  the  p e r i o d  of  s tudy .

The s ug g es te d  model i s  a welcome d e p a r t u r e  from the  
e x s t i n g  c r e d i t  a p p r a i s a l  done on the  b a s i s  of  po5 t--mortem 
a n a l y s i s  o f  b a l a n c e  s h e e t s  h i s t o r i a l  d a t a .  T h i s  i s  a l o n g - t e rm  
p la n n i ng  mode?l and a f u t u r e  o r i e n t e d  approach p r o du c t io n  l i k n e d  
c r e d i t  en su r i n g  element o f  f l e x i b i l i t y .  Our model ,  i f  adopted  
w i l l  improve the  work ing  c a p i t a l  p o s i t i o n  by s t r e n g t h e n i n g  the  
c u r r e n t  r a t i o  in  the  p u b l i c  s e c t o r  j u t e  and co t t on  t e x t i l e  
e n t e r p r i s e s  in  p a r t i c u l a r  and p u b l i c  e n t e r p r i s e s  of  Bang l adesh in  
g e n e r a l .
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The t h e s i s  p r e s e n t s  an a n a l y s i s  on the  probl ems  tha t  

account  f o r  i n e f f i c i e n t  management of  work ing  c a p i t a l  in  the  

p u b l i c  e n t e r p r i s e s  o f  Jute  and Cotton t e x t i l e  i n d u s t r i e s  under  

the  a d m i n i s t r a t i v e  co n t ro l  of  Bang ladesh Jute  and T e x t i l e  M i l l s  

C o r p o r a t i o n s  r e s p e c t i v e l y .  The s tudy  a l s o  p r o v i d e s  a d e s c r i p t i v e  

o p e r a t i o n a l  work ing  c a p i t a l  management model which w i l l  e n a b l e  

the  p o l i c y  marker s ,  p l a n n e r s  and e s p e c i a l l y  the  management o f  the  

p u b l i c  e n t e r p r i s e s  t o  o p e r a t e  t h e i r  working  c a p i t a l  managment 

more e f f i c i e n t l y  and e f f e c t i v e l y  under the  env iornmenta l  contex t  

o f  Bang ladesh .

The p r o f i t a b i 1i t y  and l i g u i d i t y  p o s i t i o n  o f  most o f  the  

p u b l i c  s e c t o r  j u t e  and co t t on  t e x t i l e  m i l l s  a r e  ve r y  p r e c a r i o u s .  

The n e g a t i v e  or  low p r o f i t a b i l i t y  a c t s  as  a s tumb l ing  b lock  to  

the  development o f  such p u b l i c  e n t e r p r i s e s .

There may be  handfu l  o f  r e a s on s  f o r  n e g a t i v e  or , 1 ow 

p r o f i t i a b i 1i t y  in  the  j u t e  and co t t on  t e x t i e l  i n d u s t r i e s -  But the  

f i n a n c i a l  e x p e r t s  and a n a l y s t s  a r e  o f  the  o p i n io n  th a t  the  

i n e f f i c i e n t  management o f  work ing  c a p i t a l  i s  one o f  the  p r i n c i p a l  

cause  o f  such e v e n t u a l i t i e s .  But ,  u n f o r t u n a t e l y  the  j u t e  

and co t t on  t e x t i l e  e n t e r p r i s e s  in p u b l i c  s e c t o r  have f a i l e d  

m is e r a b l y  to  a c h ie v e  the  d e s i r e d  l e v e l  o f  e f f i c i e n c y  s i n c e  the  

day o f  n a t i o a l i s a t i o n ( s i n c e  26th March,  1972) .  The t h e s i s  

endeavours  to  p re s e n t  a c l e a r  and coherent  n a t i o n a l  p i c t u r e  on an 

important  a r e a  l i k e  work ing  c a p i t a l  management of  p u b l i c  

e n t e r p r i s e s  in Bang l adesh .
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STRUCTURE QF THE THESIS

There- a re  e i g h t  c h a p t e r s  in t h i s  t h e s i s .  Chapter  one 

p r o v i d e s  an i n t o r d u c t i o n  to  the  stv.idy. The problem to  be s t u d i e d ,  

o b j e c t i v e s  and hypotheseB a r e  o u t l i n e d .  The p o t e n t i a l

importance  o f  the  s tudy  i s  a l s o  e>!plained in t h i s  chapjter-

Chapter  two preser ' j ts a ccmprehiensi ve r e v i e w  o f  the

l i t e r a t u r e  on v-jorking c a p i t a l  management. Pi fter  r e v i e w i n g  the  

e x i s t i n g  l i t e ra t u r e ? ,  the  ch ap te r  a l s o  enumerates  the  s a l i e n t  

f e a t u r e s  and gaps  o f  e x i s t i n g  knowledge.

Chapter  t h r e e  i s  a l s o  a kind o f  r e v i e w  o-f l i t e r a t u r e

■focused on f i n a n c i a l  m o d e l l i n g .  I t  c o v e r s  a comprehens ive

concepjtual  a n a l y s i s  about f i n a n c i a l  m ode l l i ng  and r e l e v a n t  

co ncepts  and d e f i n i t i o n s  r e l a t i n g  to  working c a p i t a l  management.

The methodology o f  the  r e s e a r c h  i s  present€?d in  d e t a i l  

i ft chapte r  f o u r .  I t  c o v e r s  the  s e l e c t i o n  of  s amp les ,  s o u r c e s  and 

col  l e c t i o n  o f  d a t a .  Expi ana t io n  on de s i gned  q u es t i  onnai r e  i s  a l s o  

g i V  e n i n t h i s c h a p t e r .

ChaptK-r f i v e  i s  the  f i r s t  chapter  which g i v e s  i'lnalvEi.is 

and r e p o r t s  of  the  f i n d i n g s  o f  the  s tudy .  I t  a l s o  i n c l u d e s  the
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d e t a i l e d  a n a l y s e s  £ind f i n d i n g s  o+ the  i n v e s t i g a t i o n s  i n t o  the

t h r e e  s e l e c t e d  p u b l i c  secto-r j u t e  m i l l s  and t h r e e  p u b l i c  s e c t o r  

cot t on  t e > ; t i l e  m i l l s  s e p e r a t e l y  based on t ime s e r i e s  and c r o s s  

s e c t i o n a l  da ta .

Chapter  si>: give?s a compa ra t i ve  p i c t u r e  between pi.iblic 

and p r i v a t e  s e c t o r  j u t e  and co t t on  t e > : t i l e  indu?i t r i es »  I t  a l s o

co v e r s  d e t a i l e d  a n a l y s i s  aruJ f i n d i f i g s  based  on tiirit-;' s e r i e s  arid 

c r o s s  s e c t i o n a l  da ta  between p u b l i c  and p r i v a t e  eviterpr i s e s  o-f 

j u t e  cind co t t on  t e > ; t i l e s  i n d u s t r i e s  respe^cti  vel  y «

Chapter  seven p r e s e n t s  our  innovated  r e s e a r c h  based  

Model ,  which was the  ult imaite o b j e c t i v e  o-f the  s tudy .  The r e a l  

c o n t r i b u t i o n  o f  t h i s  study i s  our d e s c r i p t i v e  ope r i s t iona l  model  

on work ing  c a p i t a l  manage-mefit o f  pi.iblic £?nt.er pi'" i s e s  in Bangladeshi  

i ?j p o r  t r  a y e d i n t  h i s  <;: h a p t. e r  .

F i n a l l y ,  a si.uiimary of  sti.tdy and conc lus io r i s  are?

p re s en t ed  in chaxpter e i g h t .  In a d d i t i o n ,  t h i s  c o n t a i n s  

d i s c u s s i o n s  on the  p o l i c y  i m p l i c a t i o n s  of  the  s tudy  as  wt?l 1 as

s u g g e s t i n g  d i r e c t i o n s  for  - further r e s e a r c h  in  the  - f i e l d .
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m i l l s  d u r i n g  1981.82 t o  1986-87

L i q u i d  r a t i o  i n  t h e  s£5lec ted  j u t e  m i l l s  78
d u r i n g  1981.82 t o  1986-87

Ccjst Eireakdown r a t i o  o f  t h e  s e l e c t e d  79 -  SO 
j u t e  m i l l s  d u r i n g  1982-83 t o  1986-87

T a b l e  5 . 12 D i s t  r  i b u t  i r'l o f r  e  s  p o n d e  r i t  s  a c: c: r  d i  n g 
t o  ag e

81
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T a b l e  5 . 1 3 D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t h e  
l a c  k o f w o r i; i r i g c. a frj i t  a 1 p o 1 i c: y

82

T a b l e  b . 14 D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t l i e  
l a c k  o f  p r o p e r  i n v e n t o r y  
management

82

T a b l e  5 . 1 5 Showirtg the:- d i  s t r  i bi.tt i on o f  r e s pc ind en t s  
on t h e  q u e s t i o n  o f  l a c k  o f  propier  acc.ountrs 
r e c e i  v a b l  e managcement

S3

T a b l e  5 . 1 6 Showing  the  d i s t r i b u t i o n  o f  rc?sporident.s 
on t h e  l a c k  o f  p r o p e r  c ash  i f ianagement

84

T a b l e  5 . 1 7 Showing  t h e  p r o b l e m s  owed t o  f l oor  
c ashf -1 ow

8 !:

T a b l e  5 . 1 8 Showing  the? d i  s t r  i bi.tti on o f  r e s p o n d e n t s  
on t h e  t o o  rfiuch de pe n d en c e  on cash  c r e d i t  
o f cofiiiiiEvr c i a 1 tjari k

86

T a b l e  5 „ 19 Shows t h e  d e b t  e q u i t y  p o s i t i o n  o f  EJMC 
d u r i n g  1983-1987

86

T a b l e  5 . 2 0 Showing  d i s t r i b u t i o n  o f  r e s p o n d e n t s  
on t h e  qu e s t  i  Of) o-f p o l i t i c a l  pre?ssure  
and e n v i o r n m e n t  cov"istr a i  n t s

87

T a b l e  5 .21 Shov-ji ng t  he t:!i s t  r  ubi  t  i on o f i - espondent  s 
on t h e  l a c k  o t  p r o p e r  c o s t  a c c o u n t i n g  &. 
c o s t. c C'fi t  r  o 1 B y s  t  e  m s

88

T a b l e  5 . 2 2 D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t h e  l ac i ;  
of- de?marn::l and growir ' ig  comp£?t. it. ion i n  the? 
i n t e r n a t  i ona l  mark:et wh i ch a f f e c t s  
w o r k in g  c a p i t a l

88

T a b l e  5 -23

Tabl

D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t h e  
• f o l l o w i n g  ff iodern t echr i i  cti.tes o f  
i n V e n t  o r  y Hi a ri a g e  lii e  f i t

Sl iowi fig tt' ie Di sti'' i bi.it i on o f  r espor  idei ' i ts

on s u g g e s t e d  norms •for h o l d i n g  de- f • f erent  
gi ' "oups o f  i n' veri tor  •'/ •foi'- ma>!imum p e r i o d  
<Jute  m i l l s )

89

90

T a b l e  5 . 2 5 D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t h e
cj i..i e  s t. i  o  n o f  a c c crj t..i n t  s  r• e <::: e i '•/ ,a t-) J, e  s  p o  1 i c. y

91
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T a b l e  5,2v'f3 D i s t r i b u t i o n  o f  r eBponden tB  on t h e  q u e s t i o n  92
o f  a p p r o p r i a t e  norms f o r  c o l l e c t i o n  o f  
r e c e i v a b l e s  on e> ;por t  s a l e s

T a b l e  5 . 2 7  D i s t  r i tu.rt i on o f  r e s p o r u i e n t s  on tfit? qu e s t i o r i  92
o f  p r e p a r a t i o n  crf c ash  b udg e t

T a b l e  5.2'8 P e r c£ ;n t ag e  Cif w o r k in g  c a p i t a l  t o  t o t a l  94
c a p i t a l  emp l oyed  i n  t h e  s e l e c t e d  p u b l i c  s e c t o r  
c o t t o n  t e x t i l e ?  ffii 1 1 s d u r i n g  1982-83; t o  1986.87

T a b l e  5 . 2 9  T u r n o v e r  o f  w o r k i n g  c a p i t a l  i n  t h e  s e l e c t e d  95
p u b l i c  s€?ctor c c ' t t o n  t . e ; ; t i l e  m i l l s  d u r i n g  
1902-83  t o  1986.87

T a b l e  5 . 3 0  P e r c e n t a g e  o f  I n v e n t o r /  t o  Giross V'K3rk;ing 96
c a p i  t  a 1 i n t  h e s  e lee: t  e d t  e >; t  i 1 e m i l l s  d u r i n g 
1982-83 t o  1986-87

T a b l e  5.151 I n v e n t o r y  t u r n o v e r  r a t i o  i n  t h e  s e l e c t e d  97
t e x t i l e  m i l l s  d u r i n g  1982.83 t o  1986-87

T a b l e  5,. 32 P e r c e n t a g e  o f  s t o r e s  and s p a r e s  i n v e n t o r y  98
t o  a g g r e g a t e  i n v e n t o r y  i n  t h e  s e l e c t e d  
t e x t i l e  m i l l s  d u r i n g  1982-83 t o  1986-87

T a b l e  5 . 3 3  T a b l e  show ing  p o s i t i o n  o f  s t o r e s  and s p a r e s  99
i n v e r i t o r y  ABC (2at e g o r  i wi s e  w i t h  t h e i r  
annual  avt?rage  c on sumpt i on  and s t o c k  h e l d  
on 3 0 -6 -1 9 8 6

T a b l e  5 . 3 4  T a b l e  shov j ing  t h e  mon th l y  a v e r a g e  cc insumpt ion 100
o f  s t o r e s  and s p a r e ’s o f  a l l  c a t e g o r i e s ,  
stock:  h e l d ,  s t a n d a r d  s t o c k  and t:?>;c£-;'BB stock;  
h e l d  o f  a l l  t h e  s e l e c t e d  t .e>: t , i l e  as  on 
30th  vJune, 1986

T a b l e  5-Z<5 P e r c e n t a g e  o f  t o t a l  r e c e i v a b l e s  t o  w o r k i n g  101
c a p i t a l  i n  t h e  s e l e c t e d  p u b l i c  s e c t o r  
c o t t o n  t e x t i l e  m i l l s  d u r i n g  1982-8'3 t o  
1986-87

T a b l e  5 . 3 6  P e r c e n t a g e  o f  Accc iunts  r e c e i v a b l e s  102
<Trade  d e b t o r s )  t o  wo rk in g  c a p i t a l  i n  
t h e  s e l e c t e d  p u b l i c  s e c t o r  c o t t o n  t e x t i l e  
m i l l s  d u r i n g  1982-83  t o  1986-8'7
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T a b l e  5 . 3 7  P e r c e n t a g e  o f  c a sh  t o  w o rk in g  c a p i t a l  1.03
i n  t h e  se l ec t£?d  p u b l i c  s e c t o r  c o t t o n  t e x t i l e  
m i l l s  d u r i n g  1982-83  t o  1936--87

T a b l e  5 . 3 8  Pe rc e?ntage  o f  W€?t. c ash  - f l ows t o  curr£?nt 104
l i a b i l i t i e s  i n  t h e  s s l e c t e ?d  p u b l i c  s e c t o r  
c o t t o n  t e > ! t i l e  m i l l s  d u r i n g  19S2-83 t o  1986--Er7

T a b l e  5 . 3 9  C o s t Breakdown r a t i o  i n  t h e  s e l e c t e d  c o t t o n  105
t e x t i l e  m i l l s  d u r i n g  1982-83 t o  1986-87

T a b l e  5 . 4 0  D i s t r i b u t i o n  o f  r e sp j onden t s  a c c o r d i n g  106
t o  a g e

T a b l e  5 . 41  Showing  D i s t r i b u t i o n  o f  r e sp c i nd en t s  on 107
t h e  p o o r  c ash  f l o w  g e n e r a t i o n

T a b l e  5 . 4 2  D i s t r i b u t i o n  o f  r c^spondents  on t h e  107
i n a d e q u a t e  c o s t  a c c o u n t i n g  and c o s t  
c or-i t  r  o  1 sy  s t  efii

Table? 5 . 4 3  D i s t r i b u t i o n  o f  r esponden i t  a sugge;r>ted 109
norms f o r  h o l d i n g  d i f f e r e n t  g r oup  o f  
i n v e n t o r y  f o r  ma>: i mum pssriod

T a b l e  5 . 4 4  D i s t r i b u t i o n  o f  r e sp j onden t s  on t h e  110
c e n t r a l i s e d  b u y in g  o f  raw c o t t o n ,  a f - f e?c t ing  
wor l-c i ng c ap i t  a 1

T a b l e  5 . 4 5  Di s t r  i but  i ori o f  r esponder ' s ts  on tf ' ie q u e s t i o n  111
o f  l ow  p u r c h a s i n g  power  by  p o o r e r  c u s t o m e r s  
and demand f o r  f o r e i g n  g o o d s  by r i c h e r  
c u s t o m e r s  c o m p l i c a t e  f i n i s h e d  g o o d s  i n v e n t o r y  
s y s t em

T a b l e  5 . 4 6  D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t h e  q u e s t i o n  1 i;
o f  p j r e p a r a t i o n  o f  y e a r l y  and mon th l y  c ash  
b udge t

T a b l e  6 . 1  C o m p a r a t i v e  p e r c e n t a g e  o f  vK:trking c a p i t a l  119
t o  t o t a l  c a p i t a l  emp l oy ed  i n  t h e  p u b l i c  
and p r i v a t e  s e c t o r  j u t e  m i l l s  d u r i n g  1982-83  
t o  1986-87

T a b l e  6 . 2  C o m p a r a t i v e  invc-?ntory t u r n o v e r  r a t i o  i n  120
t h e  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  j u t e  
m i l l s  d u r i n g  1982--83 t o  1986-87
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T a b l e  6 . 3  CoiTjpai-'ative p e r c e n t a g e  o f  i n v e n t o r y  to  121
c u r r e n t  aBE.e t .E -  i n  t h e  s.elect£?d p jub l i c  and 
p r i v a t e  s e c t o r  j u t e  m i l . I s  d u r i n g  19S2v--83 
t o  1986--87

T a b l e  fo-4 Conipar a t i  ve; p e r c e n t a g e  o f  t o t a l  r e c e i v a b l e s  122
t o  w o r k in g  c a p i t a l  on t h e  s e l e c t e d  pub l i c ,
and p r i v a t e ?  s e c t o r  jut€? m i l l s  d u r i n g  19S2~-8"3 
t o  .1.986-87

T a b l e  6 . 5  C o m p a r a t i v e  p e r c e n t a g e  o f  a c c o u n t s  r e c e i v -  12Z<
a b l e s  ( t r a d e  d e b t o r s )  t o  wor^ring c a p i t a l  in  
t h e  s e l e c t e d  p u b l i c  and p r i v a t e  s f ?c to r  . iute  
m i l l s  d u r i n g  1982-83  t o  1986-87

T a b l e  6 . 6  C o m p a r a t i v e  p e r c e n t a g e  o-f c a sh  t o  t o t a l  124
c u r r e n t  a s s e ts , i n  t h e  s e l e c t e d  p u b l i c  and 
P r i v a t e  s e c t o r  j u t e  m i l l s  d u r i n g  i'982--83 
t o  1986-87

T a b l e  6 . 7  C o m p a r a t i v e  percei ’n t a g e  o f  n e t  c a sh  f l o w s  12':
t. o  c u r  r  B n t. 1 i  a b i  1 i t. i e  s i n 11 i e  s e 1 e c t. e d 
p u b l i c  and p r i v a t e  s e -c to r  jute? m i l l s  d u r i n g
1982-83  t o  1986.87

T a b l e  6 . B  C o m p a r a t i v e  Cos.t Breakdown r a t i o  i n  t h e  127
s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  j u t e  
m i l l s  d u r i n g  1982-83  t o  1986-87

T a b l e  6 . 9  S!"ioviing t h e  c o m p a r a t i v e  p r o duc t v i i  s e  a v e r a g e  1.28
cost, p e r  t o n < i n  Tk. )  o f  h e s s i  an , sac  k i ng & CBC 
betv-ieen p u b l i c  (BJMC) ?< P r  i v a t e  (BJMA) s e c t o r  
j u t e  m i l l s  d u r i n g  1987-88

T a b l e  6 . 1 0  Showing  t h e  c o m p a r a t i v e  p r o d u c t w i s e  a v e r a g e  129
o f  f i v e  l o w e s t  c o s t  p e r  t o n  on h e s s i a n ,  
s a c i r'l g , a n d a vi d f  i v e h i g h e  s t. e  p o r  t  e  a r  n i n g s 
o f  t h e  sEiffte betwefen t h e  p u b l i c  arid p r i v a t e  
s.£?ctor j u t e  m i l l s  d u r i n g  1987-88

T a b l e  6 . 11  Showing  th?? c o m p a r a t i v e  1 owe?st e l  ement  wi st? 130
c o s t  p6?r t on  o f  h e s s i  an,  s a c k i n g  and CBC 
be tw ee n  p u b l i c  and p r i v a t e  s e c t o r  j u t e  m i l l s  
dur i ng 1987-88

T a b l e  6 .12 ' C o m p a r a t i v e  i r ivf jntor y t u r n o v e r  r a t i o  i n  1Z<3
t h e  s e l e c t e d  p u b l i c  and p r i v a t e s  s e c t o r  
c o t t o n  m i l l s  d u r i n g  1982-83  t o  1986-87
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T a b l e  6 . 1 3 C o m p a r a t i v e  p e r c e n t a g e  o f  i n v e n t o r y  t o  
t o t a l  c u r r e n t  a s s e t s  i n  t h e  s e l e c t e d  
pi.tbic and p r i v a t e  s e c t o r  c o t t o n  t e : ; t i l e  
m i l l s  d u r i n g  1982-S"3 t o  1986-87

13t

T a b l e  6 . 1 4 C o m p a r a t i v e  p e r c e r s t a g e  o f  t o t a l  r e c e i v a 
b l e s  t o  w o r k i n g  c a p i t a l  i n  t h e  S6? lec ted  
p u b l i c  and  p r i v a t e  s e c t o r  c o t t o n  m i l l s  
d u r i n g  1982--B3 t o  1986-87

136

T a b l e  6 . 1 5 C o m p a r a t i v e  p e r c e n t a g e  o f  t o t a l  r e c e i v a - -  137-138 
ble?s ( t r a d e  d e b t o r s )  t o  w o r k i n g  c a p i t a l  
i n  t h e  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  
c o t t o n  t e x t i l e  m i l l s  d u r i n g  1982'-83 t o  
1986-87

T a b l e  6 . 1 6 Comparat i ve?  pe?r c e n t  a g e  o f  c ash  t o  v j o rk ing  
c a p i t a l  i n  t h e  s i e l e c t e d  p u b l i c  and p r i v a t e  
s e c t o r  c o t t o n  t e x t i l e  m i l l s  d u r i n g  1982^-83 
1986-87

139

T a b l e  6 . 1 7 C o m p a r a t i v e  p e r c e n t a g e  o f  n e t  c a s h f l o w s  
t o  c u r r  efvt 1 i ab i 1 i  t  i e s  i n thie s e  1 e t e d  
p u b l i c  and p r i v a t e  s e c t o r  c o t t o n  t e> : t i l e -  
m i l l s  d u r i n g  1982-83  t o  1986-87

140

T a b l e  6 . 1 8 C o m p a r a t i v e  CoEi.t Breakdown r a t i o  b e tween  
s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  j u t e  
and c o t t o n  t e > ; t i l e  m i l l s  d u r i n g  1982-83  
t o  1986-87

142

T a b l e  6 . 1 9 Showing  o b s e r v e d  and e>!f:jecte?d f r e q u e n c y  145--146
( l a c k  o f  i n v e n t o r y  management p o l i c y
be twee n  p u b l i c  and p r i v a t e  s e c t o r  j u t e  m i l l s )

T a b l e  6 . 2 0 Showing  o b s e r v e d  and e x p e c t e d  f r e q u e n c y  
( l a c k  o f  r e c e i v a b l e s  management 
p o l i c y  b e tw ee n  p u b l i c  and p r i v a t e  s e c t o r  
j u t e  m i l l s )

146

T a b l e  6 .21 Showing  obsei' ved  and e x p e c t e d  T r e q u e n c y  147 
( l a c k  o f  p r o p e r  cas-h maf iagement p o l i c y  
betw€?en p u b l i c  and p r i v a t e  s e c o t r  jutt? m i l l s )

T a b le  6„2: Showing  o b s e r v e d  and e x p e c t e d  f r e q u e n c y  
( lack:  o f  proper-  i n ' vento r ' y  maftatgeme^nt 
p o l i c y  betw ee i'i psubl ic and p r i v a t e  s e c t o r  
co t.to n  m i l l s )

147-148
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T a b l e  6 -2 3  Showing  observGcJ and e x p e c t e d  f r e qu e r i c y  I A S - 1.49
( l a c k  o f  p r o p e r  r e c e i v a b l e s  managerrient 
p o l i c y  b e tw ee n  p u b l i c  and p r i v a t e  s e c t o r  
c o t t o n  m i l l s )

T a b l e  6 , 2 4  Showing  o b s e r v e d  and e x p e c t e d  f r e q u e n c y  149-150
( l a c k  o-f c ash mnagernent p o l i c y  b e t we en  
p u b l i c  and p r i v a t e  s e c t o r  c o t t o n  m i l l s )

" a b l e  7 . 1  S u g g e s t e d  M o d e l ( n o r m s )  f o r  i n v e n t o r y ,  162
r■ e  c e  i  v  a b 1 e  s a ri d c:: a s hi

T a b l e  7 . 2  S h o w i n g  t h e  e s t i m a t e d  maximum i n v e n t o i r e s  170
£̂£> p e r  tl ' ie Bi . tggested p lar iniviQ a n d  tTte 
e> :cesB i n v e n t o r i e s  I'iel d ( th rouc j h  b a c k w a r d
p r o e j c t  i on > d u r  i nq 1982..BZ-; t o  198&-S7
( I. a t  i f  B a w a n y J  u t  e  M i 11 is)

T a b l e  7 . 3  St iowinq t h e  e s t ima te -d  ma>:imi.ufi i nv£-:'nt.oi r  e s  171
a s  p e r  th e  s u g g e 's te d  p l a n n i n g  and t h e  
e x c e s s  i nvesntor i ces h e l d  ( t h r o u g h  backward  
p r o e  j c t i o n )  d u r i n g  1982-83  t o  19B6--S7 
( K ar- i m J u t e  M i l l  s )

T a b l e  7 . 4  Showing  t h e  e s t i m a t e d  maximum i n v e n t o i r e s  172
as  p.€jr t h e  s u g g e s t e d  p l a n n i n g  and t h e  
e x c e s s  i n v e n t o r i e s  h e l d ( t h r o u g h  backward  
p r o e . i c t  i on ) dur i rig 19S2--8'3 t o  1986--87 
( N a b a r  u n J t.i t. e  M i 1 1 s )

T a b l e  7 . 5  Showing  t h e  requi rc^d i n v e s t m e n t  i ri 173
A c c o u n t s  r e c e i v a b l e s  as  p e r  s u g g e s t e d
m odel i n  t h e  s e l e c t e d  j u t e  m i l l s  and t h e  
e x c e s s  amount a c t u a l l y  h e l d  d u r i n g  1982--83 
t o  1986.87
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CHAPTER-- ONE

INTRODUCTION, PROBLEM STATEMENT, OBJECTIVES ?< HYPOTHESES 

1.1 INTRODUCTION

Both the  j u t e  and co t t on  t e x t i l e  i n d u e t r i e s  o f  E-iangladesh 

a r e  l a b o u r  i n t e n s i v e  in n a t u r e  ex p o r t  o r i e n t e d  and import  

s u b s t i t u t e  r e s p e c t i v e l y .  The i r  impor tance ,  background and

probl ems  a r e  p re s en t ed  be low  s i m u l t a n e o u s l y .

1.2 JUTE INDUSTRY

1. 2 . 1 Importance

Jute  the  most s i g n i f i c a n t  and ag ro bas ed  i n d u s t r y  o f

Eiangladesh p l a y s  an important  r o l e  in  the  economy o f  E^angladesh.

About 40 pe rc e nt  o f  the  t o t a l  f o r e i g n  exchange  o f  the  co un t r y  i s
1

earned  by e x p o r t i n g  j u t e  and j u t e  goods  a l o n e .  S t a r t e d  in mid-

f i f t i e s  j u t e  i n d u s t r y  grew up in  th e  background o f  abundance o f  

l o c a l l y  a v a i l a b l e  raw m a t e r i a l  < i . e .  raw j u t e )  and cheap l a b o u r  

t o  dominate the  i n d u s t r i a l  s cence  o f  Ban g l ades h ,  though i t s  s h a r e  

in  i n d u s t r i a l  output  has d e c l i n e d  w ith  exp ans ion  of  the  

i n d u s t r i a l  b a s e .  In the  year  1987-88 the  t o t a l  ac t u a l  p r o d u c t io n  

of  j u t e  goods  was 244.2 thousands  met r i c  ton in t h i r t y  f i v e  j u t e  

m i l l s  under Etangladesh Jute  M i l l s  C or po r a t  i on (BJMC) d u r i n g  the

f i r s t  n ine  months and e s t ima ted  p r o du c t io n  was 333.3 thousands
2

metr i c  ton d u r i n g  the  whole y e a r .  The t h i r d  p l an  p r o d u c t io n

1

1. The P l a n n i n g  Commission,  M i n i s t r y  o f  P l a n n i n g ,  Govt .  o f  
Eiangl adesh . The Thi rd  Fi ve Y.ear PI an ( 1985--90) . T a b l e  2,
P 77. ............ ... ......... ........

2. M i n i s t r y  o f  F inance .  Govt,  o f  Ba n g l a d e s h ,  Bang l adesh  
Economic Su rv ey ,  p 97-98.
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t a r g e t  has  been s e t  at  650 thousand ton s  o i  j u t e  goods ,  but much 

depends on na t u r e  and co mp et i t i o n  o f  wor ld  demand and i n t e r n a l

2

su p p l y  o f  raw j u t e  and t h e r e  have consequences  wi th r e s p e c t  to  
» 3

h e a l t h  o f  the  i n d u s t r y .

The t o t a l  q u a n t i t y  o f  j u t e  goods  e xp o r t e d  was 285 thousands
4

met r i c  ton s  and v a l u e  t h e r e o f  was Tk. 5319 m i l l i o n  in  1987-88.

D e s p i t e  the  emphasis  on the  r a p i d  development, o f  the  j u t e
m

i n d u s t r y  in  Bang l adesh most o f  the  j u t e  m i l l s  had in c u r r e d  heavy  

o p e r a t i n g  l o s s e s  s i n c e  March,  1972. Dur ing  th e  l a s t  f i v e  year

ending  June,  1988, t o t a l  accumulated l o s s  o f  77 j u t e  m i l l s  both
5

in p u b l i c  and p r i v a t e  s e c t o r  s tood  a t  Taka 781.68 c r o r e s .  In

1972 the  Jute  M i l l s  C o r p o r a t i o n  s t a r t e d  wi th a n e g a t i v e  net

work ing  c a p i t a l  o f  Tk. 52 .49 m i l l i o n  and d u r i n g  1986-87,  t o t a l

e q u i t y  s tood  at  n e g a t i v e  b a l a n c e  o f  Tk. 2962.92 m i l l i o n  and the
6

e r o s i o n  o f  e q u i t y  was p r i m a r i l y  due t o  t h e s e  heavy l o s s e s .

One o f  the  most, s e r i o u s  p rob l ems  f o r  which the  p re s en t  j u t e

i n d u s t r y  has be?en s u f f e r i n g  i s  the  work ing  c a p i t a l  management
7

prob lem.

3. I b i d ,  p 2.39.

4. M i n i s t r y  o f  F in an c e ,  Govt,  o f  Ban g l ad esh ,  Bang l adesh  Economic 
Survey ,  1987-88,  p 101.

5. The D a i l y  Bang l adesh O b s e r v e r ,  9th Augus t ,  1988.

 ̂ 6 . EHangladesh Jute  M i l l s  C o r p o r a t i o n  -Annual  Report  1936-87

7. B.U.  Ahmed, "A c r i t i q u e  o f  I n d u s t i r a l  management in  
 ̂ B ang l adesh "  ! The B us in es s  Rev iew,  V o l . 2,  N o . 1, J a n . -

Apr i  1 , p 69.
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1 . 2 . 2  THE PROBLEM

P r e s e n t l y  j u t e  i n d u s t r y  o-f Bang ladesh have been su f - f e r ing  

from mul t i  f u r i o u s  probl ems  l i k e  i n e f f i c i e n t  management,  

c o r r u p t i o n ,  d i s r u p t i v e  union and s o c i a l  l e a d e r s  i n f l u e n c e ,  

i n t e r n t i o n a l  co mpet i t i o n  o f  j u t e  goods ,  s h o r t a g e  o f  s p a r e s ,  

e l e c t r i c i t y  f a i l u r e ,  n o n - a v a i l a b i l i t y  o f  c o a s t e r s  and b u r g e s  and 

work ing  c a p i t a l  management.

Among a l l  the  p rob l ems  o f  the  f i n a n c a l  managment of  j u t e  

In dus t r y  o f  Ban g l a s e s h ,  the  probl ems  o f  work ing  c a p i t a l  

management have p r o b a b l y  been r e c g n i s e d  a s  one o f  the  most 

c r u i c i a l  one.  The f a c t  i s  th a t  work ing  c a t i p a l  i s  r e g a r e d  a s  the  

l i f e - b l o o d  o f  a b u s i n e s s  or  i n d u s t r y .  Just  l i k e  b l  ood- -stream in  

the  human body,  working  c a p i t a l  a lways  h e l p s  a b u s i n e s s / i n d u s t r y  

concern t o  g a i n  v i t a l i t y  and l i f e  s t r e n g t h .  p r o f i t a b i l i t y  and 

s o lv e n c y  o f  a b u s i n e s s  depend g r e a t l y  on the  p r ope r  and e f f i c i e n t  

management o f  work ing  c a p i t a l ,  w h i l e  i t s  i n e f f i c i e n t  management 

may l e a d  not on l y  to  ch ro n ic  f i n a n c i a l  c r i s i s ,  but  t o  an u l t i m a t e  

c l o s u r e  o f  b u s i n e s s -  A deeper  un de r s t an d ing  o f  the  importance  o f  

work ing  c a p i t a l  management h e l p s  a concern to  maximise f i n a n c i a l  

r e t u r n  on the  minimum inves tment .  The term Working C a p i t a l  f o r  

the  purpose  o f  our  s tudy  has  been d e f i n e d  a s  the  amount o f  fund  

which i s  u t i l i s e d  in f i n a n c i n g  day t o  day op j e ra t i ons ,  i . e .  g r o s s  

c u r r e n t  a s s e t s ,  such a s  cas h ,  i n v e n t o r y ,  acc ounts  r e c e i v a b l e s ,  

and s h o r t - t e r m  inves tments  and advances -
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Jute  i n d u s t r y  p l a y s  an important  and v i t a l  r o l e  in  the

economy o f  Bang l a s esh  as  i t  i s  the  main l a r g e s t  a g r o b a s e d ,

1 abour- - i  n t en s i  ve and ex po r t  o r i e n t e d  in d u s t r y  o f  Bang l adesh .  By 

e x p o r t i n g  j u t e  goods  a l o n e , t h e  count ry  e a r n s  - foreign exchange

a
about  25'/. o f  the  t o t a l  ex po r t  e a r n i n g s .  A f t e r  the  l i b e r a t i o n  o f

Fiiangladesh, a l l  the  j u t e  m i l l s  in  Bang ladesh  were  n a t i o n a l i s e d

and b ro ught  under the  management o f  Bang ladesh

Jute  M i l l s  C o r p o r a t i o n  <BJMC) on the  26th March,  1972, s i n c e

n a t i o n a l i s a t i o n ,  the  j u t e  i n d u s t r y  i s  in the  g r i p  o f  s e r i o u s

working c a p i t a l  prob lem.  The problem g r a d u a l l y  tu rned  i n t o  g r a v e

w i th  the  i n c u r r e n c e  o f  co nt in u ous  l o s s e s  went on i n c r e a s i n g  and
9

stood  a t  Tk, 360.2 m i l l i o n  by the  end o f  Second f i v e  year  p l a n .

< i , e .  a t  the  end o f  1985) ,  The ptlanning commiss ion,  Govt .  o f

Bang l ad esh ,  in i t s  two year  p l an  mentioned tha t  i n c r e a s e d  c o s t  o f

ravj j u t e ,  h i g h e r  p r i c e s  o f  s t o r e s  and s p a r e s ,  huge i n c r e a s e  in

i n t e r e s t  on bank b o r r o w i n g s ,  i n c r e a s e  in wages and s a l a r y

s t r u c t u r e  were mainly  r e s p o n s i b l e  f o r  the  heavy l o s s e s  in  the

10
j u t e  m i l l s  under BJMC.

a. M i n i s t r y  o f  F inanc e ,  Govt ,  o f  E^angladesh, Bang ladesh
Elconomic s u r v e y ,  1987-88 pi  < C a l c u l a t i o n  of  p e r c e n t a g e  
have been made by u s . )

9.  The P l a n n in g  Commission,  Govt ,  o f  Bangladt?sh,  The Two Year
1978-80.  ........... .

10. The P l an n in g  Commission,  Govt ,  o f  Bang l ad esh ,  The Two 
Year  P l a n . 1978--80.
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A u t h o r i t i e s  on f i n a n c i a l  managemet a r e  o-f the  op i n io n  th a t

one o f  c a u s e s  o f  l o s s e s  in c u r r e d  by an e n t e r p r i s e  can be l o c a t e d
1 1

in i t s  prob lem o f  working  c a p i t a l  management.

The r e p o r t  o f  the  l i q u i d i t y  gap committee on j u t e  m i l l s

appoin ted  by the  Government in 1972-73 showed tha t  t h e r e  was a

n e g a t i v e  a c t u a l  net work ing  c a p i t a l  o f  Tk. 524,7 m i l l i o n  in  the
12

j u t e  i n d u s t r y  o f  Bang ladesh.

The Annual Re po r t s  o f  BaMC o f  1972--73, and 1977-78

mentioned th a t  the  j u t e  m i l l s  were  in d i f f i c u l t y  w ith  t h e i r

l i q u i d i t y  p o s i t i o n  due t o  l e s s  tu rno ve r  and heavy o p e r a t i n g  
13

l o s s e s .  The s t o c k - l e v e l  o f  the  j u t e  i n d u s t r y  in c r e a s e d  year

a f t e r  year  which b l oc ke d  work ing  c a p i t a l ,  thus  n e c e s s i t a t i n g  the

j u t e  m i l l s  t o  seek cash c r e d i t  f rom commercial  banks  as  the  on ly
14

means o f  woking c a p i t a l .

11. C h a r l e s  W. G e r s te m b e r q ,<1962)  F i n a n c i a l  O r g a n i s a t i o n  and 
management o f  bus i  n e s s , Bombay ,As i  ax p u b l i s h i n g  House,  P291

12. L i q i i d i t y  Gap Committee,  Govt .  o f  Eiangl adesh ,Nat  i onal  i sed
i ndus t r  i e s  Di vi s i  on , F-ileport on..1 i qui di  t y .. Gap.. o f .. nat i onal  i sed
I n d u s t r i  e s . 1973.

13. The Annual Repo r t s  o f  BJMC,1972 -73 ,p 4 7 , 1976 -77 ,p29 ^  33.

14. BJMC -  Annual  Repor t .  1975 -  7 6 , p l .
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The B r i t i s h  M i s s io n  t o  Adamjee Jute  M i l l s ,  w h i l e  a n a l y s i n g

the  net work ing  c a p i t a l  s ug g es te d  tha t  e x c e s s i v e  accumula t ion  o f

f i n i s h e d  goods  s tock should  be minimised through b e t t e r  i n v e n to r y
15

c o n t r o l .

Ahmed in  h i s  s tudy  o f  the  p r o f i t a b i l i t y  o f  the  j u t e

i n d u s t r y  in  Bang l adesh  found th a t  a l l  the  j u t e  m i l l s  had been

16>
i n c u r r i n g  s u b s t a n t i a l  l o s s e s  in  the  pos t  n a t i o n a l i s a t i o n  p e r i o d .

H a b i b u l l a h  c a r r i e d  out a s tudy  on " I n d u s t r i a l  e f f i c i e n c y  and

p r o f i t a b i l i t y  o f  j u t e  m i l l s  in Bang ladesh  ( 1974) where he

mentioned t h a t  work ing  c a p i t a l  management was one of  the
17

s i c k e n i n g  p robn lems  o f  the  j u t e  i n d u s t r y  o f  Eiangladesh-

15. The B r i t i s h  M i s s ion  t o  Adamjee Jute  M i l l s , __ "Eial anci  nq
Mod en i sa t i on  and Renovat ion  Program.." Dhaka.__ 1968.

16. Qa2 i K h o l i q u s 2 aman Ahmed(1973)  "___An___ana l y s i s  o f ... the
F ' r o f i t a b i l i t v __ of  t he j u t e  i n d u s t r y  o f  B a n g l a d esh in P o s t -
l i b e r a t i o n  p e r i o d  " BIDS.  Vol  10, p4.

17. M- Hab i b u l 1 a h , ( 1 9 7 4 ) "  I n d u s t r i a l ___e f f i c i e n c y  and
p r o f i t a b i l i t y  o f_j u t e ___m i l l s  in  Eiangladesh.  Bureau o f
Economics R e s e a r c h , Dhaka U n i v e r s i t y ,  p i .
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Moza-f-far, Zaman, Khan, Hasan,  Raquib ,  Awal , Mandal  

25
and Saha,  in  t h e i r  r e s p e c t i v e  E tu d i e s  a l s o  found the  p rob l ems  of

work ing  c a p i t a l  mangement in the  p u b l i c  s e c t o r  j u t e  M i l l s  in

Eiangladesh.  The UN Con fe rence  on t r a d e  and development emphasised

th a t  s y n t e h t i c  s u b s t i t u t e s  had l ed  to  a wor ld  wide  d e c l i n e  in  the

consumption o f  j u t e  -- a p l a n t  whose f i b r e  i s  used mainly  in

c a r p e t i n g  tw in e  and pack ing .  The expected  c o n t i n u a t i o n  o f  t h i s

t r end  t h r e a t e n s  to  e rode  ex po r t  e a r n i n g s  o f  Bang l adesh where 75

pe rc e nt  o f  the  f o r e i g n  exchange  e a r n i n g s  comes from j u t e
26

i n d u s t r y .  The r e q u i r e s  a s p e c i f i c  indepth a n a l y s i s .

18. t i uz a f f a r  Ahmed, I n d u s t r i a l  F inance  in Ban g l ad esh ,  Dhaka 
U n i v e r s i t y ,  1976 p31.

19. M.M.Zaman, I b i d ,  p89.

20. S . I . K h a n ,  " F i n a n c i a l  Prob lems  of  j u t e  I n d u s t r y " Prob l ems o f  
j u t e  s e c t o r "  BJMC, " 1973, 'p5<^-

21. M.M. Hasan,  The Cost S< Management,  Ju ly  1978, Vol 5,  p33.

22. Rak ibudd in  Ahmed, BIDS,  1978, p3.

23. A .K . A w a l ,  Bang ladesh Eiabost a p a n a , Dhaka,  Abu P u b l i c a t i o n
1980, p85.

24. A .Mandal ,  Prodi.iict i vi^ty o f  Ju te  M i l l s  i_n_ the  Khulna Zone of
BJMC

25. A . C . Sah a , (1982 > A s tudy  o f  s ome problemss o f  work ing  c a p i t a l
management in t he iu t e m i l l s  o f  Dhaka Z o n e s . B a n q l a d e s h .

u n p u b l i sh e d ,  P h . D . T h e s i s ,  Ba roda ,  p420.

26. E d i t o r i a l  in Economic Times,  Jan.  25,  1981.
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Another  s tudy  e s t a b l i s h e d  th a t  an a v e r a g e  g r o s s  r e t u r n

from the  ex p o r t  o f  a l l  j u t e  m an u fac tu re r s  in  the  year  1969-70 was

about  12 p e r c e n t .  Both th es e  c a l c u l a t i o n s  in c lu d e d  ex po r t  bonus

scheme e a r n i n g s ,  but  wi thout  bonus e a r n i n g s  t h e r e  would have been
27

c o n s i d e r a b l e  l o s s e s -  The F i r s t  F i v e  Year  P l a n  o f  Bang ladesh

p r o v id e d  t h a t  a l l  the  j u t e  m i l l s  would have to  g u a r a n t e e  a f i x e d

r e t u r n  o f  7 - 5  pe rce nt  on the  o r i g i n a l  investment  i n c l u s i v e  o f
28

loan  and e q u i t y -

8

The p l a n n e r s ,  the  Economist s ,  the  top e x e c u t i v e s  o f  E-iJMC

and f i n a l l y  the  Govt ,  o f  Bang l adesh  have u n de r sc o re d  the  need f o r

Working C a p i t a l  management p robl em o f  the  Bang ladesh  Jute  M i l l s

C o r p o r a t i o n ,  The postponment o f  the  s o l u t i o n  o f  Working C a p i t a l

p rob l ems  in  the  j u t e  m i l l s  i s  the  postponment o f  the  i n d u s t r i a l
29

e f f i c i e n c y  and improvement in  p r o d u c t i v i t y .

27. Qas i Khol i quzz aman Ahmed , ‘‘Was the  j u t e  i n d u s t r y  p r o f  i t a b l  e
in P r e - 1 i b e r a t i o n  day s "?  The B u s in e s s  Review,  V o l .  3,
No. 2,  Apr .  -- June,  1977, p 30.

28. The P l an n in g  Commission o p c i t ,  p259.

29. Raihan s h a r i f  , " some f i n a n c i n g   and r e l a t e d  i s s u e s  i_n
Bangl a desh dev lopment  c o n t e x t " In d us t r  i a l  f  i nance in
B an g l ad esh ,  Dhaka U n i v e r s i t y ,1976 ,p29.
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1.3.1 IMPORTANCE

Cotton t e x t i l e  i n d u s t r y  p l a y s  an important  r o l e  in the

economy of  Bang l adesh .  I t s  r o l e  has  been f e l t  s i n c e  the  ve r y  dawn

of  c i v i l i z a t i o n  and i s  c o n s id e r e d  to  be un ique  in human l i f e .

Cotton T e x t l e  has been h i s t o r i c a l l y  the  p a t h b l a z e r  f o r

i n d u s t r i a l i s a t i o n ,  s t a r t i n g  f rom the  i n d u s t r i a l  R:evolution in

1779 down to  the  p re s en t  t ime.  Succe ss  s t o r y  o f  Japan,  Hongkong,

South Korea and many o the r  c o u n t r i e s  in  economic development in

the  P o s t - W o r l d  War I I  p e r i o d  s t a r t e d  w ith  the  Cotton T e x t i l e

30
i n d u s t r y .  The Cotton t e x t i l e  i n d u s t r y  p r o v i d e s  c l o t h i n g ,  which

i s  a b a s i c  human need r anks  next  to  food o n l y  in o rd e r  of

importance .  The i n d u s t r y  o c c u p i e s  a s i g n i f i c a n t  p o s i t i o n  in the

economy o f  Bang l adesh  and in  terms o f  v a l u e  added and employment,

co t ton  t e x t i l e  i n d u s t r y  comes on l y  a f t e r  j u t e  i n d u s t r y .  I t

c o n t r i b u t e s  about  on e f ou r t h  o f  t o t a l  GDP and p r o v i d e s  employment

31
around 700 thousands  p e o p l e .  I t  i s  one o f  the  most important

l abo ur  i n t e n s i v e  and import s u b s t i t u t e  i n d u s t r y  o f  Bang ladesh -

In the  Th i rd  F i v e  Year p l a n ,  the  Government o f  Bang ladesh  

has  s t r e s s e d  much more importance  to  dev lop  the  Cotton t e x t i l e  

i n d i s t r y  in  v iew o f  i t s  l a r g e  c o n t r i b u t i o n  t o  employment and to

3;0. P l a n n in g  Commission,  Government o f  Ban g l a d es h ,  Dhaka:
"''he Th i rd  F i v e  Year  P l a n .  1985-90.  p 240.

31. I b i d ,  p 241.

1 .3  COTTON TEXTILE INDUSTRY:
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c l o t h  s u p p l y ,  mainly  to  r u r a l  consumers,  and the  main f o c u s  o f

the  Thi rd  F i v e  Year  P l an  i s  t o  ensu re  harmonious  development o f
32

the  modern t e x t i l e  s e c t o r  w ith  the  handloom s e c t o r .

1 . 3 . 2  THE PRESENT POSITION OF THE COTTON TEXTILE INDUSTRY OF 
BANGLADESH

Most o f  the  t e x t i l e  m i l l s  in  Eiangladesh were  

n a t i o a l i s e d  on March 26,  1972, under the  p r e s i d e n t i a l  o rd e r  No.  

2^7, o f  1972. The Bang ladesh T e x t i l e  M i l l s  C o r p o r a t i o n  (BTMC) came 

i n t o  b e i n g  on the  same d a t e  w i th  the  i n i t i a l  s h a r e  c a p i t a l  o f  

Tk. 5 l akh f u l l y  pa id  up by the  Government-  In 1976, h ow eve r , a  

s e p e r a t e  m i n i s t r y  f o r  the  t e x t i l e s  had been c r e a t e d  and the  BTMC 

a c c o r d i n g l y  been p l a c e d  under i t s  d i r e c t  c o n t r o l -

Accord ing  to  the  second s ch ed u le  o f  the  N a t i o n a l i s a t i o n  

o r d e r ,  in  a l l  64 T e x t i l e  u n i t s  were p l a c e d  at the  a d m i n i s t r a t i v e  

c o n t r o l  o f  C o r p o r a t i o n .  Su bs eq ue n t l y  some more m i l l s  were v e s te d

under the  c o n t r o l  o f  BTMC, i n c r e a s i n g  the  t o t a l

33
number o f  e n t e r p r i s e  t o  74. s u b s e q u e n t l y  Government d i s t n v e s t e d

10 s p e c i a l i s e d  m i l l s  hav ing  i n s t a l l e d  c a p a c i t y  d ur i n g  F e v r u a ry ,

1977 to  November , 1979. Another 4 T e x t i l e  m i l l s  hav ing  c a p a c i t y

o f  82,440 s p i n d l e s ,  and 2046 looms were put under l i q u i d a t i o n

34
from F e b r u a r y ,  1982.

32. I b i d ,  p 241.

33. BTMC, Annual Report  1984--85, p4

34. I b i d ,  p4
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In pur suance  of  Mew I n d u s t r i a l  p o l i c y ,  d o c l a r e d  by the

p re s e n t  Government in  June 1982, 24 o p e r a t i n g  t e x t i l e  m i l l s

hav ing  s p i n d l e s  o f  4 ,63 ,816  and 3059 looms were  t r a n s f e r r e d  to
35

the  former Bang ladesh i  S h a r e h o l d e r s , dur i ng  1982-83 to  1984-85.

BTMC had 34 t e x t i l e  m i l l s  and s p e c i a l i s e d  m i l l s  in  o p e r a t i o n  as

on 30 -6 -1985 .  The i n s t a l l e d  c a p a c i t y  in o p e r a t i o n  d u r i n g  1984-85,

was 6 ,6 1 ,8 64  s p i n d l e s  and 3111 looms- Out o f  two t e x t i l e  m i l l s

under c o n s t r u c t i o n  du r i ng  1984 -85 ,Magura T t x t i l e  m i l l s  hav ing

i n s t a l l e d  c a p a c i t y  o f  25056 s p i n d l e s  had gone i n t o  t r i a l

p r o d u c t i o n .  The p re s en t  s t r e n g t h  t i l l  1988, t h e r e  a r e  41

t e x t i l e  m i l l s  under BTMC. The accumulated l o s s  o f  the  Cor f j o ra t i on
37

d u r i n g  the  year  1987-88 was e s t i m at e d  a t  Tk. 3000 l a k h s .  In 1986-

87 BTMC had a n e g a t i v e  net  work ing  c a p i t a l  p o s i t i o n  amounting
38

Tk .76 .90  c r o r e .

1 . 3 . 3  PROBLEM STATEMENT :

Among components o f  work ing  c a p i t a l  i n v e n t o r i e s  occupy a 

s t r a t e g i c  p o s i t i o n  in  the  s t r u c t u r e  of  work ing  c a p i t a l  o f  BTMC 

e n t e r p r i s e s .  The p r o f i t a b i 1i t y  o f  a concern depends  c o n s i d e r a b l y

35. I b i d  p 4.

36- BTMC Monthly MIS Rep or t ,  Oc t ob e r ,  1988, pp 2~3.

317, M i n i s t r y  o f  F i nance ,  Govt ,  o f  Bang l ad esh ,  Bang l adesh  
Economic Survey  1987-88,  p 6 6 .

38. BTMC, Annual Rep or t ,  1986-87,  p 4.
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upon the  tu r n o v e r  o f  the  i n v e n t o r i e s  s u b j e c t  t o  the  e x i s t e n c e  o f  

margin.  o f  a l l  the  components o f  the  working  c a p i t a l ,  the  v a l u e  

o f  the  i n v e n t o r i e s  i s  u s u a l l y  found to  be  the  h i g h e s t .  The 

s e l e c t e d  co t t on  t e x t i l e  m i l l s  the  a v e r a g e  i n v e n t o r i e s  c o n s t i t u t e d  

about  65 pe rc e nt  o f  the  c u r r e n t  a s s e t s  as  shown on the  Ba l anc e  

Sheet  drawn on 3 0 - 6 - 8 7 (T ab1e 5 , 5 ) .

The " D a i l y  I t t e f a q "  in i t s  e d i t o r i a l  i n  27th September ,  

1987 r e p o r t e d  th a t  t h e r e  were 17110 b a l e s  o f  Yarn and 11213 b a l e s  

o f  c l o t h  had been l y i n g  as  unso ld  s tock in  the  s t o r e s  o f  36 

T e x t i l e  m i l l s  o f  E-tTMC, Dur ing  the  f i e l d  s u r v e y ,  i t  has  come t o  

our not i c e , t h a t  most o f  the  BTHC e n t e r p r i s e s  do not f o l l o w  the  

s tan dar d  norms o f  in ve nt o r y  in p r a c t i c e ,  as  pe r  the  g u i d e l i n e s  o f  

" S t o r e s  Manual"  p r e s c r i b e d  by BTliC f o r  c o n t r o l l i n g  t h e i r  v a r i o u s  

i tems o f  i n v e n t o r i e s ,  such a s ,  raw m a t e r i a l s ,  w o r k - i n - p r o g r e s s , 

f i n i s h e d  goods  and s t o r e s  and s p a r e s .  It. a p p e a r s ,  ther£?fore,  th a t  

management o f  i n v e n to r y  most e f f e c i e n t l y  and e f f e c t i v e l y  i s  the  

c h a l l e n g i n g  t a sk  f a c e d  by the  p u b l i c  s e c t o r  t e x t i l e  m i l l s  under  

Ê TMC. About 39 p e rcen t  o f  work ing  c a p i t a l  i s  b l oc ke d  in  

r e c e i v a b l e s .  As a r e s u l t  o f  b l o c k a g e  of  f unds  in  i n v e n t o r i e s  and 

r e c e i v a b l e s ,  t h e r e  i s  cash s h o r t a g e  in co t t on  t e x t i l e  i n d u s t r i e s .  

Among a l l  the  p rob l ems  of  f i n a n c i a l  managment, the  p rob lems  o f  

work ing  c a p i t a l  management have p r o b a b l y  been r e c o g n i s e d  as  the  

most c r u c i a l  one.

However,  the  p l a n n in g  Commission,  Government o f  Ban g l ad esh ,  

M i n i s t r y  o f  T e x t i l e s ,  Wor ld  Eiank, BTMC A u t h o r i t i e s ,  M i l l s
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Management,  a l l  have shown concern  to  the  p rob l ems  o f  wokr ing  

c a p i t a l  management o f  p u b l i c  s e c t o r  co t ton  t e x t i l e  m i l l s .  Under  

the  c o n t e x t ,  the  p re s e n t  s tudy  i s  an attempt t o  f i l l  up the  gap  

o f  knowledge i n t o  t h i s  end,

1.4 THE SCOPE AND OBJECTIVES OF THE STUDY ;

The main purpose  o f  the  p re s en t  s tudy  i s  t o  examine the  

prob lems o f  Working C a p i t a l  Management in the  3 ( t h r e e )  s e l e c t e d  

p u b l i c  s e c t o r  j u t e  and 3 < th ree )  co t t on  t e x t i l e  m i l l s  under the  

Banglade?sh Jute  and T e x t i l e  M i l l s  C o r p o r a t i o n s  r e s p e c t i v l y  and 

t o  d e s i g n / s u g g e s t  model which might be h e l p f u l  in  improving  

th e  work ing  c a p i t a l  managment by way o f  b e t t e r  p l a n n in g  and 

c o n t r o l  o f  the  same in  the  p u b l i c  s e c t o r  j u t e  and co t t on  t e x t i l e  

m i l l s  in p a r t i c u l a r  and p u b l i c  e n t e r p r i s e s  in  g e n e r a l .

The f i n d i n g s  o f  t h i s  s tudy  w i l l  be  p r e s e n t e d  in the  form  

o f  a model .  Attempt has  a l s o  been made to  compare the  t h r e e  

p u b l i c  s e c t o r  j u t e  m i l l s  wi th t h r e e  p r i v a t e  s e c t o r  m i l l s  and t h r e e

p u b l i c  s e c t o r  co t t on  t e x t i l e  m i l l s  wi th t h r e e  p r i v a t e  s e c t o r  

m i l l s  f o r  the  purpose  o f  i n v e s t i g a t i o n .  However,  the  f o l l o w i n g  

s p e c i f i c  o b j e c t i v e s  a r e  enumerated b e l o w : -

1) To a s c e r t a i n  the  e x i s t i n g  system o f  the  work ing  c a p i t a l
management in the  p u b l i c  s e c t o r  j u t e  and co t ton  
t e x t i l e  m i l l s  in  Eiangladesh,  so f a r  the  management o f  
Working c a p i t a l  i s  conce rned.

2) To a n a ly s e  the  e f f i c i e n c y  o f  Working C a p i t a l  management
in the  s e l e c t e d  j u t e  and co t t on  t e x t i l e  m i l l s  from the
p e r i o d  1982-83 t o  1986-87.

13
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3> To i n d e n t i f y  the  p rob lem o f  work ing  c a p i t a l  management 
in  each o f  i t s ,  components,  i . e .  i n v e n t o r y ,  r e c e i v a b l e s ,  
and cash.

4> The d e s i r e  to  t e s t  some of  the  o b s e r v a t i o n s  th a t  have
been made about  the  prob lems  o f  work ing  c a p i t a l  
Management by some r e s e a r c h  s c h o l a r s ,  p l a n n e r s  and 
economi s t s .

5) To see  whether t h e r e  i s  any s p e c i f i c  p o l i c y  f o rm u la ted  
by the  a n o t h o r i t y  f o r  the  working c a p i t a l  managment o f  
the  p u b l i c  s e c t o r  j u t e  and co t t on  t e x t i l e  m i l l s  in  
B a n g l a d e s h .

6 ) To s ee  whether t h e r e  a r e  s p e c i f i c  f a c t o r s  r e s p o n s i b l e  
f o r  the  management o f  working  c ap ut a l  f o r  the  p u b l i c  
s e c t o r  j u t e  and co t t on  t e x t i l e  m i l l s  as  compared t o  
p r i v a t e  s e c t o r .

7) To s ee  whether i t  i s  p o s s i b l e  t o  l a y  down an 
o p e r a t i o n a l  model or  norms f o r  the  management o f  
work ing  c a p i t a l  f o r  th e  p u b l i c  s e c t o r  j u t e  and co t t on  
t e x t i l e  i n d u s t r i e s  in Bang ladesh .

1.5 THE HYPOTHESES s

In o rd e r  r e a l i s e  the  o b j e c t i v e s  o f  the  s tudy  and our  

r e v i e w  of  l i t e r a t u r e  (Ch. 2 ) .  the  f o l l o w i n g  s p e c i f i c  hypotheses  

and su b ”hypo theses  were  deve loped  f o r  v e r i f i c a t i o n  through  

e m p i r i c a l  i n v e s t i g a t i o n -

1. Investment in  i n v e n t o r i e s  i s  d i s p r o p o r t i o n a t 1y h i g h ,  which,  

c r e a t e s  work ing  c a p i t a l  management problem in p u b l i c  e n t e r p r i s e s .

For p rope r  d i s c u s s i o n ,  the  h y p o t h e s i s  has  been d i v i d e d  i n t o  

the  f o l l o w i n g  su b - h y p o t h es es ;

i -  Unplanned procurement o f  raw mater i£» l s  e a t s  up a b i g  
chunk o f  work ing  c a p i t a l  o f  j u t e  m i l l s ;

Dhaka University Institutional Repository



' t

i i .  There i s  i ne f  i c i  ency and c o r r u p t i o n  in procurement ,  
s t o r a g e  and usage  s t a g e s  o f  raw j u t e  in p u b l i c  s e c t o r  
j u t e  m i l l s ;

i i i .  E n t e r p r i s e  management a i  co t t o n  m i l l s  a r e  weak and 
incompetent  in  un de r s t an d i ng  the economic and d i s 
economies  o f  raw co t ton  procurement ;

i v .  Low i n v e n t o r y  tu rnvo er  r a t i o  o f  f i n i s h e d  goods  i s
r e s p o n s i b l e  f o r  work ing  c a p i t a l  management c r i s i s  t o  
a l a r g e  e x t e n t ;

V .  Low demand o f  j u t e  goods  and s e r i o u s  com pe i t i ton
in i n t e r n a t i o n a l  markets  a huge s tock  o f  f i n i s h e d  
goods  i s  p i l e d  up;

v i . In co t t on  t e x t i l e  e n t e r p r i s e s ,  a huge s tock  o f  
f i n i s h e d  goods  accumulates  due to  l ower  p ur c ha s in g  
power o f  po o re r  s e c t i o n  and clamour f o r  f o r e i g n  
co t t o n  goods  by the  r i c h e r  s e c t i o n  o f  consumers;

v i i . Procurement  o f  s t o r e s  and s p a r e s  i s  more comp l i ca t ed  
in  co t t on  t e x t i l e  m i l l s  compared t o  j u t e  m i l l s .

2. For  poor  c o l l e c t i o n  p o l i c y ,  a huge fund i s  b l oc ke d  in

r e c e i v a b l e s ,  which c r e a t e s  work ing  c a p i t a l  prob lem in p u b l i c  

e n t e r p r  i s e s .

For p rope r  d i s c u s s i o n ,  the  h y p o t h e s i s  has  been d i v i d e d  i n t o  

the  f o l l o w i n g  sub-hypothesfcs ;

i .  For poor c o l l e c t i o n  p o l i c y ,  a huge fund i s  b l oc ke d  in  
t r a d e  d e b t o r s ,  which c r e a t e s  r e c e i v a b l e s  management 
prob lem;

i i .  Management a r e  r e l u c t a n t ,  and in  some o c c a s s i o n  becomt? 
h e l p l e s s  in r e a l i s i n g  advances  from employees  because  
o f  undue Government o rd e r  under the  p r e s s u r e  o f  union  
and s o c i a l  l e a d e r s ,  a s  a r e s u l t  a huge fund i s  b l oc ked  
in advances  over  a l ong  p e r i o d .
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3. Cash p l a n n in g  i s  i n e f f e c t i v e  in p u b l i c  e n t e r p r i s e .

4.  P r i v a t e  s e c t o r  j u t e  m i l l s  show h i ghe r  p r i c e s  o f  raw  
j u t e  c o s t  in  o r d e r  to  e x t r a c t  undue c o n c e s s i o n s  from 
the  Government in  terms o f  compensat ion f o r  l o s s ,
to  ge t  cheap bank l oan and a l s o  to  evade payment of  
t a x e s .

5.  Undue demand o f  f r i n g e  b e n e f i t s  by un ions  at the  
i n s t i g a t i o n  o f  management and s o c i a l  l e a d e r s  
enhanced undue wage and s a l a r y  c o s t s .

6 . Cost  ac c ou nt in g  and c o s t  c o n t r o l  system i s  very  
i nadequate .

7. Lack o f  c o o r d i n a t i o n  between p ro d u ct io n  and s a l e s  
a f f e c t s  work ing  c a p i t a l  management p rb l em.

8 . There  i s  no b a s i c  d i f f e r e n c e  on the  l e v e l  of  
e f f i c i e n c y  between p u b l i c  and p r i v a t e  s e c t o r  
e n t e r p r i s e s  w ith  r e s p e c t  t o  i nvento r  i c?s, r e c e i 
v a b l e s  and cash components o f  work ing  c a p i t a l  
management.

9- P u b l i c  e n t e p r i s e s  a r e  overnamed e i t h e r  by ghost
wo rk e r s /o r  by s u r p l u s  management p e o p l e  o f  the  
d i s i n v e s t e d  m i l l s ,  and some w o rk e r s ,  e s p e c i a l l y  
union l e a d e r s  do not work at  a l l ,  which i n c r e a s e s  
undue wage and s a l a r y  c o s t s  in  p u b l i c  e n t e r p r i s e s  
compared t o  p r i v a t e  s e c t o r .

16

1,6 Va l u e  o f  the  Research

As has  been a l r e a d y  s t a t e d ,  the  p r e s e n t  s tudy  a t tempts  t o  

a n a l y s e  the  p rob lems  o f  working c a p i t a l  management in the  p u b l i c  

e n t e r p r i s e s  in Bang l ad esh ,  e s p e c i a l l y  in j u t e  and co t to n  t e x t i l e  

i n d u s t r i e s  under a d m i n i s t r a t i v e  c o n t r o l  o f  Bang ladesh  Jute  and 

Cotton T e x t i l e  M i l l s  C o r p o r a t i o n s  r e s p e c t i v e l y .  The s tudy  a l s o  

su gg es t  a model which w i l l  be  h e l p f u l  in  improving  the  work ing  

c a p i t a l  management by way o f  b e t t e r  p l a n n in g  and c o n t r o l  o f  the  

same in the  s e l e c t e d  p u b l i c  s e c t o r  j u t e  and c o t t on  t e x t i l e
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e n t e r p r i s e s  in p a r t i c u l a r  and p u b l i c  e n t e r p r i s e s  in g e n e r a l .  

Attempts  has  a l s o  been made t o  compare the  e f f i c i e n c y  o f  work ing  

c a p i t a l  management between p u b l i c  and p r i v a t e  s e c t o r  j u t e  and

co t t o n  t e x t i l e  e n t e r p r i s e s .  The f i n d i n g s  and recommendations w i l l  

not on ly  be an o r i g i n a l  c o n t r i b u t i o n  to  knowledge ,  but  a l s o  

i m p l i c a t i o n s  f o r  the  Government,  p l a n n e r s ,  ban kers  and 

f i n a n c i e r s ,  v a r i o u s  r e l a t e d  a g e n c i e s ,  j u t e  and t e x t i l e  m i l l s  

c o r p o r a t i o n s  and the  management o f  p u b l i c  e n t e r p r i s e s .

The p re s e n t  s tudy  p r o v i d e s  a more c l e a r  and coherent

p i c u t r e  o f  the  d i f f e r e n t  components o f  work ing  c a p i t a l  p o s i t i o n ,  

i . e .  I n v e n t o r i e s ,  r e c e i v a b l e s  and cash and a n a l y s e s  the  probl ems  

o f  each component wi th  s u g g e s t i v e  s o l u t i o n  in  the  form o f  a

d e s c r i p t i v e  model .  Th i s  s tudy  w i l l  a l s o  have i m p l i c a t i o n s  f o r  the  

e x i s t i n g  c o n t r o v e r s y  over  e f f i c i e n c y  between p u b l i c  and p r i v a t e  

s e c t o r  i n d u s t r i e s  and w i l l  he lp  unders tand  whether  p r i v a t e  s e c t o r  

e n t e r p r i s e  i s  b e t t e r  in  managing t h e i r  work ing  c a p i t a l  compared  

to  p u b l i c  s e c t o r  or  v i c e  v e r s a ,  and whether d i s i n v e s t e d  p r i v a t e  

e n t e r p r i s e s  a r e  e a r n in g  h i g he r  p r o f i t s  than p u b l i c  e n t e r p r i s e s  or  

v i c e  v e r s a .

17
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CHAPTER- TWO

LITERATURE REVIEW

2.1 I n t r o d u c t i o n

The purpo se  o f  l i t e r a t u r e  r e v i e w  in the  a r ea  o f  work ing  

c a p i t a l  management o f  a d e v e l o p i n g  economy l i k e  Bang ladesh  p u b l i c  

s e c t o r  e n t e r p r i s e s  i s  t o  seek academic v a l i d i t y  f o r  the  p re s en t  

s tudy  and i n d i c a t e  i t s  p o t e n t i a l  c o n t r i b u t i o n .

A handfu l  o f  s t u d i e s  have been c a r r i e d  out t o  a n a l y s e  the  

economics  o f  p u b l i c  e n t e r p r i s e ,  e s p e c i a l l y  in  j u t e  i n d u s t r i e s ,  

but  on ly  a few r e s e a r c h  s t u d i e s  have been under taken  on the  

'  wo rk ing  c a p i t a l  management o f  j u t e  and co t t on  t e x t i l e  i n d u s t r i e s

in  Bang ladesh .

2 .2  JUTE AND COTTON TEXTILE INDUSTRIES:

Rehman Muza f f a r  in t h e i r  book " P u b l i c  E n t e r p r i s e  in  an

In t e r m ed ia te  Regime" s t a t e d  the  s p e c i f i c  p rob l em to  r a i s e

adequate  work ing  c a p i t a l  by p u b l i c  e n t e r p r i s e s  t o  f i n a n c e  running

c o s t s  in  1972-73 and e s t i m at e d  the  l i q u i d i t y  gap o f  BJMC and BTMC

1
t o  the  tune o f  Tk.5247 l akh and Tk. 290 lakh r e s p e c t i v e l y .

18

y

1. Rehman Subhan 3< Muzz a f a r  Ahmed (1978)  Publ  i c  E n t e r p r i s e s  in  an 
Intermedi  a t e  Regi me-B ID S /49 6 -4 98 . T a b l e  22 .5 .

N.Eti -  10 l akh == 1 n i l  l i o n .
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In h i s  s tudy  on working c a p i t a l  prob l ems  o-f j u t e  m i l l s

d u r i n g  1975-76 Rahman mentioned th a t  j u t e  m i l l s  were - facing
2

ac qu at e  s h o r t a g e  o f  working c a p i t a l .  He s t a t e d  th a t  a l a r g e  

p o r t i o n  o-f the  work ing  c a p i t a l  b l oc ked  in f i n i s h e d  goods  due t o  

n o n - a v a i l a b i l i t y  o-f s h ip p in g  sp a ce ,  c o a s t e r  and b a r g e s  and d e l a y  

i n  shipment as  we l l  as  low demand o f  j u t e  goods  in i n t e r n a t i o n a l  

market due t o  s y n t h e t i c  p ro d u c t s .

A l i m u l l a h ' s  s tudy  on Inv en to r y  Management in 1969 conf i rmed

the  h y p o t h e s i s  tha t  the  j u t e  i n d u s t r y  d id  not  e s t a b l i s h  the
3

minimum s tock  l e v e l  o f  i n v e n to r y  based  upon p r o b a b l e  needs .

Ahmed's  <1976) s tudy  on f i n a n c i a l  s t r u c t u r e  o f  j u t e  i n d u s t r y

a l s o  mentioned th a t  no p r e c i s e  e s t i m a t e  o f  working  c a p i t a l  were
4

a v a i l a b l e .  There was a l i q u d i t y  gap in  the  j u t e  m i l l s  of

Bang ladesh dur i n g  1972-73.  He mentioned th a t  th e  t o t a l  work ing  

cap) i ta l  r e qu i r e m e n t s  o f  Bang l adesh  Jute  M i l l s  C o r p o r a t i on  were  

T k - 12505 l a k h s  and th a t  o f  net  work ing  c a p i t a l  r e qu i r em en t s  were  

Ik .  3462 l a k h s  in  1972--73.

2. A.H.M.  Hab ibur  Rahman<1976) I n d u s t r i a l  F inance  in  Bang l adesh  
Bureau o f  B u s in e s s  Re sea rch ,  Dhaka U n i v e r s i t y .

3- A l i m u l l a h  Miyan (1969)  Inv en to ry  Management in Eas t  
P a k i s t a n ( B a n g l a d e s h )  Dhakat Bureau o f  Economic Re sea rch ,  
Dhaka U n i v e r s i t y ,  PP 10--31.

4. Qazi Khol i quzz aman Ahmed <1976) : vTute Manu fa c tu r i ng  In d u s t r y
of  Bang l adesh  p u b l i s h e d  Ph .D.  t h e s i s ,  London School  of  
Economics,pp 175-180.
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H a b i b u l l a h  (1974)  s t u d i e d  16 j u t e  m i l l s  t a k in g  5 y e a r s

5
Annual r e p o r t s .  H i s  s tudy  was not c a r r i e d  out s p e c i f i c a l l y  on 

the  work ing  work ing  c a p i t a l  management but mentioned among o th e r  

t h i n g s  t h a t  work ing  c a p i t a l  was the  most s i c k e n i n g  p rob l ems  fo r  

the  j u t e  i n d u s t r y  o f  Bang l adesh .  He a l s o  p o i n t e d  out th a t  one o f  

the  c a u se s  o f  low p r o f i t a b i l i t y  in  the j u t e  m i l l s  in Etangladesh 

was e x c e s s i v e  accumulat ion o f  c u r r e n t  a s s e t s  in  the  form of  

i n v e n to r y  and r e c e i v a b l e s .

A b d u l l a h ' s  s tudy  on s i x  t e x t i l e  m i l l s  in  Etangladesh d u r i n g

1975-76,  i n d i c a t e d  th a t  the  s l o w  movement o f  the  in v e n t o r y

g r e a t l y  a f f e c t e d  the  l i q u i d i t y  p o s i t i o n  and c a r e a t e d  e x c e s s i v e
6

dependence on bank f i n a n c e  f o r  working  c a p i t a l  r e qu i r e m e n t s .  He 

a l s o  mentioned i r r e g u l a r i t i e s  and mis-management in  the  f i e l d  of  

working  c a p i t a l  management.

Bang ladesh  Shi 1 pa Rin Sangstha  conducted a sample su rvey  on

16 j u t e  m i l l s  in  A u g u s t - S e p te m b e r ,1973 to  de te rmine  the  c o s t

s t r u c t u r e  and showed th a t  l o s s  per  ton hess- ian,  s ac k ing  and
7

c a r p e t  back ing  were Tk. 400, Tk- 268 and Tk.733 r e s p e c t i v e l y .  The 

n e g a t i v e  margin might have a di rect ,  b e a r i n g  on the  l i q u i d i t y  gap  

and poor  management of  working c a p i t a l .

5. M. H a b i b u l l a h  (1974) Some a s p e c t s  o f  i n d u s t r i a l  e f f i c i e n c y  
and p r o f i t a b i l i t y  o f  the  j u t e  m i l l s  in Bang l adesh .  (E^ureau 
of  Economic Resea rch ,  Dhaka U n i v e r s i t y ,  p i .

6 - A .B.M.  Abdul  1 a h (1977)  "Working C a p i t a l  Management".  The 
B u s in e s s  Review.  Dhaka U n i v e r s i t y ,  V o l . 1 ,  Jan.  -  March,  
p 114.

7. Bang l adesh Shi 1 pa Rin Sangs tha  ( 19 74 ) -  Annual  R e p o r t ___
1974-75 V o l . 3.  N o . I , P 11-19.

20
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B a t t a c h a r j e e ' s s tudy  on the  accumulat ion  o^ c u r r e n t  a s s e t s

in  the  j u t e  i n d u s t r y  o f  Bang ladesh d u r i n g  1976-77 i n d i c a t e d  tha t

e x c e s s i v e  c u r r e n t  a s s e t s  v a l u i n g  Tk- 99 c r o r e s  were  accumulated
8

in the  j u t e  i n d u s t r y  o-f Bang l adesh -

BJMC in  i t s  5th Annual Report  mentioned th a t  the  c o r p o r a t i o n

s t a r t e d  vjhich an accumulated l o s s  o f  Tk. 14520 l akh s  on 1 .7 ,1976

which amount i n c r e a s e d  to  Tk. 19837 l a kh s  in  1976-77 d e s p i t e

h i g h e r  p ro d u c t io n  due t o  u n c o n t r o l l a b l e  f a c t o r s  and high c o s t  o f

raw j u t e ,  h i g he r  overhead  and low s e l l i n g  p r i c e  o f  j u t e  goods  in
9

i n t e r n a t i o n a l  market .

A lamg i r  in  h i s  s t u r y  o f  p u b l i c  s e c t o r  e n t e r p r i s e s  o f

Bang ladesh i n c l u d i n g  the  p rob l ems  and p r o s p e c t s  of  j u t e  i n d u s t r y

threw l i g h t  on the  p rob l ems  o f  work ing  c a p i t a l  management c r e a t e d

as  a r e s u l t  o f  b o t t l e n e c k  in  the  supp ly  o f  raw j u t e ,  a d v e r s e

l i q u i d i t y ,  l a ck  o f  i n t e r n a l  f i n a n c e ,  e x c e s s i v e  dependence on the

bank b o r r o w i n g s  s h o r t a g e  o f  f o r e i g n  exchange and h i g h e r  c o s t  o f
10

p ro d u c t io n .  He a l s o  sug g es te d  co s t  r e d u c t i o n ,  so  t h a t ,  the  need  

f o r  ex p o r t  s u b s i d i s a t i o n  i s  minimised at  l e a s t .

8 . Bureau o f  B u s in e s s  Res ea rch ,  Current  A s s e t s  in the  j u t e  
i n d u s t r y  o f  Bang l adesh <1976-77)  un pu b l i sh ed  Research  
Study,  Dhaka U n i v e r s i t y ,  PP 20-30.

9. Bang ladesh Jute  M i l l s  C o r p o r a t i o n  (1976-77 )  Annual R e p o r t , p l -

10. Mohiuddin A1a mg i r<1974) N a t i o n a l i s e d  i n d u s t r i e s  in
Bang ladesh  -p ro b l e m s  and p r o s p e c t s .  The Bang ladesh  
Development S t u d i e s  (BIDS)  Vo l .  2,  Mo. 3,  pp 675-67’9.'”~
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Ahmed in  another  s tudy  i n d i c a t e d  th a t  the  o v e r a l l  - f inanc ia l

pe r fo rmance  o f  the  j u t e  i n d u s t r y  was d i s a s t r o u s ,  due to  power

f a i l u r e ,  absence  o f  law and o r d e r ,  and i n e f f i c i e n t  i n s t i t u t i o n a l
11

a r ranagements .

Khan in  a s tudy  on i n t e r - f i r m  compar ison o f  the  44 j u t e

m i l l s  based  on da ta  o f  1972--73 on ly  r e l a t i n g  to  i t s

f ) rof  i t a b i  1 i t  y , s o l v e n c y  l i q u i d i t y  and o v e r a l l  v i a b i l i t y  i n d i c a t e d

t h a t  huge s tock  p i l i n g  c r e a t e d  the  s h o r t a g e  o f  work ing  c a p i t a l

12
probl ems.

Ahmed in  another  s tudy  o f  the  F i r s t  F i v e  Year  F-'lan p h y s i c a l

t a r g e t  f o r  the  j u t e  i n d u s t r y  in  Bang ladesh men t i o n e d  th a t  out o f

792000 tons  i n s t a l l e d  c a p a c i t y  446170 to n s  were  a c t u a l l y  produced

in 1972-73 which r e p r oc e c u t e d  56 .85 p e r ce nt  o f  the  c a p a c i t y
13

u t i l i s a t i o n  a g a i n s t  74 .13 pe rc e nt  in 1969-70.  The c a u se s  o f  

u n d e r u t i l i s a t i o n  o f  c a p a c i t y  were due t o  n o n - a v a i 1 a b i 1 i t y  o f  

s p a r e s ,  f r e q u e n t  f a i l u r e  o f  power s u p p l y ,  p rob l ems  o f  work ing  

c a p i t a l  and t r a n s p o r t  p rob l ems.

11. QcAsi o l i q u 2 2 aman Ahmed (1973)  A note  on the  capac i  ty  
u t i l i s a t i o n  in  the  j u t e  manu fac tur ing  i n d u s t r y  o f  Bang l ad esh ,  
Bang ladesh Development S t u d i e s ,  Vo l .  1, No. 1 , Jan.  pp lOi'S-l lO.

12. M. Kh an (1977)  ..."The ...us e __ jg f ....i n t e r - f  i rm compar i son i n
p e r f  ormance.eva l  ua t i  on " . The Cost  Management Accoun tan ts ,  Jan. - -
June,  pp 7-16.

13. Qaz i Khol i  qu2 z aman Ahmed <1977) "Was the  j u t e  manuf ac tu r  i ng
i n dus t r v  ..p r o f  i t a b l e __ d u r i n g  pr e - l  i b e r a t i o n .... d a . y s _ The___B u s in e s s
Revi ew ,..  Dhaka U n i v e r s i t y ,  V o l . 3,  N o . 2, A p r i l - J u n e ,  p 30.
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Haque ' 5  s tudy  i n d i c a t e d  th a t  the  j u t e  i n d u s t r y  f a i l e d  to

e s t i m a t e  work ing  c p i t a l  r e qu i r em en t s  and i n v e n t o r y  p o l i c y  was

poor  in most o f  the  m i l l s .  R e c e i v a b l e s  p o l i c y  appeared  to  be
14

unsound in most m i l l s .  The l ack  o f  p l a n n i ng  and c o n t r o l l i n g  o f

work ing  c a p i t a l  r e s u l t e d  a d v e r s e  on the  p r o f i t a b i 1 i t y  o f  a l l  the

n a t i o n a l i s e d  e n t e r p r i s e s  i n c l u d i n g  the  j u t e  i n d u s t r y .

Saha c a r r i e d  out the most important  r e s e a r c h  s tudy  on the

"P rob l ems  o f  work ing  c a p i t a l  management in  the  j u t e  m i l l s  of
15

Dhaka Zone.

He i n d i c a t e d  that. the  accumulat ion  of

Tk .8 45 .53 ,  T k . 1017,13 l akh s  and T k . 1916.81 l a k h s  in  w o r k - i n -

p r o g r e s s ,  f i n i s h e d  goods  and s t o r e s  and s p a r e s  r e s p e c t i v e l y  f o r
1

the  p e r i o d  under s tudy  b l oc ked  the  working  c a p i t a l .

Hossa in  <1984) c a r r i e d  out  an important  rese?arch s tudy  on

the  Management o f  working  c a p i t a l  in co t t on  t e x t i l e  i n d u s t r y  o f
17

Eiangladesh.  H i s  f i n d i n g s  showed t h a t  the  s i z e  o f

14. J a h i r u l  Haque(1981)  F'-' inancial P l a nn in g  Cont ro l  o f  p u b l i c  
s e c t o r  e n t e r p r i s e s  in Bang l adesh unpu b l i sh ed  Ph.D.  t h e s i s ,  Dhaka 
Uni v e r s i  t y .

15. A-C.  Baha (1982)  "F' roblems o f  work ing  c a p i t a l  management of
j u t e  m i l l s  o f  Dhaka Zone" - Bang l ad esh ,  an u n pu b l i s h ed  Ph.D.
t h e s i s ,  M.S.  U n i v e r s i t y  o f  Ba roda ,  I n d i a ,  p2.

i h .  I b i d  p 420- -42p-421.

17. A.T.M.  T o f a s s a l  H o s s a i n <1984) "Management o f  work ing  c a p i t a l
in  co t t on  t e x t i l e  i n d u s t r y  of  Bang l adesh "  u n pu b l i s h ed  Ph.D.
t h e s i s ,  U n i v e r s i t y  o f  Ka l ayan i  Ben g a l ,  I n d i a  P 75--76.

Dhaka University Institutional Repository



work ing  c a p i t a l  f o r  the  s t u d i e d  p e r i od  v a r i e s  f rom year  to  year  

i n  a l l  the  s e l e c t e d  u n i t s .  The tu rno ve r  i s  ve ry  l ow,  i n e f f i c i e n t  

h a n d l in g  o f  the  i n d i v i d u a l  u n i t s  has  r e s u l t e d  in  l o s s e s  in  most 

o f  the  s e l e c t e d  u n i t s .

B.M. Hussa in  in  a s tudy  in 1983' on the  " D e p r e c i a t i o n  co s t  in

Bang ladesh j u t e  i n d u s t r y "  mentioned among o t he r  t h i n g s  the

prob l ems  o f  work ing  c a p i t a l  management f o r  which the  j u t e
18

i n d u s t r y  i s  s u f f e r i n g -

Sharma c a r r i e d  out r e s e a r c h  s tudy  on F i n a n c i a l  p l a n n in g  in
19

the  Ind ian  p u b l i c  s e c t o r  from 1961 ”62 to  1970--71. The s tudy  

a l though  not d i r e c t l y  r e l a t e d  t o  work ing  c a p i t a l  management,  taut 

h i s  f i n d i n g s  among o the r  t h i n g s  i n d i c a t e d  t h a t  s i z e  o f  the  

working  capj i ta l  grew in  p u b l i c  e n t e r p r i s e s  because  o f  the  huge  

i n c r e a s e  in  c u r r e n t  a s s e t s  £tnd mainly  because  o f  e x c e s s i v e  

accumulat ion  of  i n v e n t o r i e s .

24

18. S.M. Hussai  n 1983) "Deprec i  a t  i on Cost in  Eiangladesh »3ute 
Indus try - 'A  casce s tudy  wi th s p e c i a l  r e f e r e n c e  t o  pr i ce-~l e?vel 
ch a n g e s , u n p u b l i s h e d  Ph.D.  t h e s i s ,  Banaras  Hindua U n i v e r s i t y .

19. Ei.B. Sharma(1971)  F i n a n c i a l  p l a n n ing  in  the  p u b l i c  sectcsr -  
A management approach ,  D e l h i ,  V ikas  p u b l i s h i n g  House,
p 127~12B.

W.B. 10 m i l l i o n  -  1 c r o r e

Dhaka University Institutional Repository



Satayna ray an  made a n o t a b l e  s tudy  on the  f i n a n c i n g  o f  p u b l i c

e n t e r p r i s e s  o f  Tamil Nadu. The a n a l y s i s  o f  d a t a  was f o r  1976-77
20

o n l y .  H i s  f i n d i n g s  r e v e a l e d  th a t  i n c r e a s e  debt  l e v e l  l e d  to  

l o s s e s  or  r e d u c t i o n  in net  p r o f i t  and s h o r t a g e  o f  work ing  

c a p i t a l .  He, however ,  suggesited f o r  c o n v e r t i n g  l ong  term loan  to  

e q u i t y  and i s s u e  o f  a d d i t i o n a l  s h a r e  c a p i t a l  f o r  i n c r e a s e d  volume  

of  work ing  c a p i t a l .

Chowdhury c a r r i e d  out on in ve n to r y  accumulat ion  and

p r o d u c t i v i t y  in p u b l i c  e n t e r p r i s e s  in In d ia  d u r i n g  1961-75 and

mentioned th a t  e>!C€?ssive investment  in  i n v e n to r y  in  p u b l i c

e n t e r p r i s e s  had r e s u l t e d  in b l o c k i n g  up o f  huge amount o f  working  
21

c a p i t a l .  He showed th a t  y e a r l y  v a l u e  o f  s u r p l u s  in v e n t o r y  was  

Rs.673 c r o r e s  and mentioned th a t  the c o s t  o f  c a r r y i n g  e x c e s s  

i n ve nt o r y  d ur i n g  the  l a s t  15 y e a r s  amounted Rs. 1215 c r o r e s .

S h i n g ' s  s tudy  of  the  in ve n to r y  inves tment  in  p u b l i c  

e n t e r p r i s e s  o f  In d i a  d ur i n g  1960-61 t o  1972~73 i n d i c a t e d  tha t  

about. 90 pe r ce nt  o f  the  work ing  c a p i t a l  o f  most o f  the  p u b l i c

e n t e r p r i s e s  was b l oc ked  in inv€?ntories as  a g a i n s t  30 pe rc en t  in
22

i n d u s t r i a l l y  advanced c o u n t r i e s .

20. S a t y a n a r a y a n <1979) F i na nc es  o f  P u b l i c  E n t e r p r i s e s ,  D e l h i ,
....The..Char t e r e d ..A cc o u n ta n t . Vo1 .28 ,  N o . 1, pp 49-56.

21. R .K.Chowdhury<1973) Inv en to ry  accumulat ion and p r o d u c t i v i t y  
in  the  p u b l i c  e n t e r p r i s e s  o f  I n d i a ,  in  K.R.  Gupta<ed)  
O r g a n i s a t i o n  and management o f  p u b l i c  e n t e r p r i s e s .  New 
D e l h i ,  A t l an t i c ,  p u b l i s h e r s ,  Vol . 1 , pp 206-212.

22. A S i n g h (1978)  Invento ry  investment  in p u b l i c  e n t e r p r i s e .
I b i d  R.K Gupta < e d ) , Or g an i s a t i o n a n d Manag ement ,
New D e l h i ,  A t l a n t i c  P u b l i s h e r s  and D i s t r i b u t o r s , Vol  I ,  
pp 106-110.
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26

Raroamoorthy made a s tudy  on the  p o s i t i o n  o f  work ing  c a p i t a l

in the  159 comapnies  i n c l u d i n g  b a s i c  i n d u s t r y ,  ch e m ic a l ,
23

p h a r m a c e u t i c a l s , ru bb e r  cand v e g e t a b l e s  i n d u s t r i e s  in I n d i a .  H i s  

f i n d i n g s  showed th a t  work ing  c a p i t a l  was e x c e s s i v e ,  in  

i n v e n t o r i e s  compared to  the  work ing  c a p i t a l  norms o f  Tandon s tudy  

g r o u p .

Mishra  c a r r i e d  out. a r e s e a r c h  s tudy  on the  "F' roblems o f

work ing  c a p i t a l  wi th r e f e r e n c e  to  s e l e c t e d  p u b l i c  u n d e r t a k i n g s  in  

24
I n d ia .  H i s  f i n d i n g s  showed th a t  e>!cesEive in v e n t o r y  r e s u l t e d  low 

p r o f i t a b i 1 a b l i t y  o f  p u b l i c  e n t e r p r i s e s  and the  t o t a l  i n v e n to r y  of  

the  s e l e c t e d  p u b l i c  s e c t o r  u n d e r t a k i n g s  was £?qual to  10 months  

co s t  o f  p ro d u ct io n  d u r i n g  1967-68.

Agarwal  c a r r i e d  out an important  s tudy  on the  management o f

25
work ing  c a p i t a l  in  I n d i a .  On the  b a s i s  o f  r e sp o n se  by 34 

companies .  The s tudy  r e v e a l e d  th a t  most o f  the  Ind ian  i n d u s t r i e s  

d id  not seem t o  have a c o m f o r t a b l e  p o s i t i o n  ais shown by c u r r e n t  

and quick r a t i o s .

23. V .E.Ramamoorthy (1978)  Working C a p i t a l  Management,  Madras ,  
I n s t i t u t e  o f  F- inancial  Managemcent,  pp 223-2'29.

24. M i s hra ,  o p c i t  pp 200-214.1

25. Agarwal  o p c i t  pp 256-270.
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27

Sharma c a r r i e d  out s tudy  on work ing  c a p i t a l  management in
26

A d i t y a  m i l l s ,  R a j a s t a n .  The s tudy  was based  on the  a n a l y s i s  o-f 

Annual Ba l ance  Sheet  and income s tatements  o f  the  co t t on  t e x t i l e  

m i l l s  d u r i n g  1963-78.  The s tudy  mentioned th a t  the  e n t i r e  work ing  

c a p i t a l  was b l oc ke d  in in v e n t o r y -  Th i s  a d v e r s e l y  a f - fected  the  

l i q u i d i t y  p o s i t i o n  as  a r e s u l t  of- lower  c u r r e n t  and quick r a t i o -

R a o ' s  s tudy  was based  on the  p rob l ems  o f  i n v e n to r y
27

management in  I n d i a .  H i s  s tudy  e s t imated  T k . 15000 c r o r e s  

i n v e s t e d  in i n v e n to r y  in  Ind ian  i n d u s t r i e s .  Inv en to ry  c o n s t i t u t e d  

more than 90 pe rcent  in  c u r r e n t  a s s e t s .  He s ug g es te d  b e t t e r  

i n v e n to r y  c o n t r o l  system.

Desai  made a r e s e a r c h  s tudy  on the  - f inan c ia l  s t r u c t u r e  o f

co t t on  t e x t i l e  m i l l s  o f  Ahmadabad f o r  a p e r i o d  o f  10 y e a r s  and

obs e rv ed  th a t  the  m i l l s  depended h e a v i l y  one bank c r e d i t  f o r

28
working  c a p i t a l .

26. K.R. Sharma<19a0> A n a l y t i c a l  v iew o f  working  c a p i t a l  
management in  A d i t y a  M i l l s ,  R a j a s ta n  (Pape r  p re s en t ed  in  
the  8 th annual  c o n f e r e n c e  o f  acc ount ing  a s s o c i a t i o n  he ld  at  
Warrangal  , A .P .  on 2^2nd/23rd March.

27. Rao<1971) Inv en to ry  Management in p u b l i c  s e c t o r  e n t e r p r i s e s  
in In d ia  in  R.K.  Nigam<ed)  Management o f  p u b l i c  s e c t o r  
u n d e r t a k i n g s ,  Vora and Co. L t d . ,  p 180.

28. D e s a i <1980) F i n a n c i a l  s t r u c t u r e  of  the  co t t on  t e x t i l e  m i l l s  
Ahmadabad, un pub l i she d  Oh. D. t h e s i s , S a rd a r  paddumi , 
p 75.
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Mehta c a r r i e d  out a s tudy  on the  i n v e n to r y  accumula t ion  in
29

p u b l i c  s e c t o r s  u n d e r t a k in g s  of  I n d i a  du r i ng  1961-<b2 to  1968-69.  

His  s tudy  r e v e a l e d  th a t  t h e r e  was heavy i n v e n to r y  accumulat ion  in  

the  p u b l i c  s e c t o r  compared w ith  that  o f  p r i v a t e  s e c t o r .  He

s ug g es te d  tha t  e f f e c t i v e  i n v e n to r y  management would improve the  

f i n a n c i a l  pe r fo rmance  o f  the  m i l l s  the reby  r e d u c i n g  the  p r e s s u r e  

on bank c r e d i t  a s  a means of  work ing  c a p i t a l .

2 . 3  SALIENT FEATURES AND GAP

A r e v i e w  o f  the  e x i s t i n g  l i t e r a t u r e  on the  s u b j e c t  has  shown 

th a t  t h e r e  a r e  gaps  in our knowledge in the  e x i s t i n g  e n t e r p r i s e s  

in Bang l adesh .  One o f  the  o b j e c t i v e s  o f  t h i s  s tudy  would be to

f i l l  up the  gaps  by p r e s e n t i n g  f a c t u a l  in f o r m a t io n  based  on

o b j e c t i v e  a n a l y s i s  f o r  e n a b l i n g  p o l i c y  f o r m u l a t o r s  t o  make 

c o r r e c t  d e c i s i o n s  about  the  use  o f  working c a p i t a l .

The p r e s e n t  s tudy  has  i d e n t i f i e d  gaps  in  our knowledge about

the  working c a p i t a l  management in  the  f o l l o w i n g  a r e a s ; --

1. Any s tudy  has r a r e l y  been conducted so  f a r
on the  d e s i g n i n g  an o p e r a t i o n a l  model or  norms  
o f  work ing  c a p i t a l  management f o r  p u b l i c  e n t e r 
p r i s e s  in Bang l ad esh ,  p a r t i c u l a r l y  f o r  j u t e  and 
cot t on  t e x t i l e  i n d u s t r i e s .

29. Mehta<1970)  " I n v e n t o r y  Accumulat ion in P u b l i c  Se c t o r  LIndertak
k ings  o f  I n d i a " ,  in N.K.  P a r a j < e d )  Pe r fo rmance  o f  P u b l i c  
E n t e r p r i s e s ,  Bombay: F-‘o p u l a r  P r akashan ,p  37.
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2. A comp ara t i v e  p o s i t i o n  o f  working c a p i t a l  mana
gement -for p u b l i c  and p r i v a t e  s e c t o r  j u t e  and 
c o t t o n  t e x t i l e  i n d u s t r i e s  have not been done
50 -far a f t e r  d i s i n v e s t i n g  36 j u t e  and 27 co t ton  
m i l l s  from n a t i o n a l i s e d  s e c t o r  to  p r i v a t e  s e c t o r  
as  per  the  new i n d u s t i r a l  p o l i c y  o f  1982 of  the  
Government o f  Bang l adesh .

3. In p r e v i o u s  s t u d i e s ,  e f f e c t i v e  co s t  c o n t r o l  
and c o s t  r e d u c t i o n  system have not been i n c o r -  
por a ted  .

4. S t u d i e s  have r a r e l y  been c a r r i e d  out w ith  an 
o b j e c t i v e  to  p r e p a r e  a p r o f i l e  on f i n a n c e  
managers competence.

5- No s tudy  have been done so f a r  on c a p i t a l
s t r u c t u r e  o f  p u b l i c  s e c t o r  j u t e  8< co t t on  
m i l l s  in Bang ladesh and i t s  impact on working  
cap i  t a l  .

6 . Study on working  c a p i t a l  management us in g
FACT Method o f  f i n a n c i a l  a n a l y s i s  i s  a l s o  
not done so  f a r .

U
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CHAPTER-THREE 

FINANCIAL. MODELLING AND RESEARCH FRAMEWORK

3.1 INTRODUCTION.

The o b j e c t i v e  o-f t h i s  ch ap te r  i s  t o  p r e s e n t  a comprehens ive  

conceptua l  a n a l y s i s  about f i n a n c i a l  m ode l l in g  and r e l e v a n t s  

concef i ts  and d e f i n i t i o n s  r e l a t i n g  t o  working c a p i t a l  manageme?nt. 

I t  w i l l  h e l p  to  a n a l y s e  the  work ing  c a p i t a l  management and to  

deve lop  a d e s c r i p t i v e  operat ionei l  work ing  c a p i t a l  management

model which i s  a major o b j e c t i v e  o f  the t h e s i s .

30

3 .2  THE NATURE OF MODELLING

A f i n a n c i a l  model i s  a s e t  o f  d e s c r i p t i v e  or  maxthemat i ca l  

s ta tements  th a t  e>:presses  the  system of  r e l a t i o n s  and l i n k s

between th e  f i r m ' s  envi ronment ,  i t s  d e c i s i o n s  and a c t i o n s ,  and
1

i t s  o b j e c t i v e s .  Webster  d£?fine a model as  " a  smal l  copy or

immutation of  an e>:ist. ing o b j e c t  5 or  a p r e l i m i n a r y  r e p r e s e n t a t  i on

o f  something ,  s e r v i n g  a s  a pilan which the  f i n a l  o b j e c t  i s  t o  be
2

c o n s t r u c t e d .  Ho wever , in  a f i n a n c i a l  m ode l l in g  the  r e a l  o b j e c t  of  

m ode l l i ng  i s  the  s e t  of  i n t e r r e l  a t i o n s h i p s  and l i n k a g e s  between

1. James R. M o r r i e s (1987) F i n a n c i a l  M ode l in g ,  DowJones I r w i n ,  
p 81 .

2 - I b i d ,  p 80.
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the  -firms o b j e c t i v e s .  A f i n a n c i a l  friodel may be a s e t  o f  

d e s c r i p t i v e  or mathematical  s ta tements  e x p r e s s i n g  the  system o-f 

r e l a t i o n s  and l i n k a g e s  between the  e n t e r p r i s e s  env i ronment ,  i t s  

d e c i s i o n s ,  a c t i o n s  and o b j e c t i v e s .

A f i n a n c i a l  model of  an O r g a n i s a t i o n  i s  h e l p f u l  and 

sometimes e s s e n t i a l  because  o f  comp lex i ty  o f  the  r e l a t i o n s h i p s  

between the  f i r m ' s  f i n a n c i a l  v a r i a b l e s .  To a n a l y s e  s h o r t - t e r m ,  

day t o  day o p e r a t i n g  de?cisions a d e t a i l e d  a n a l y t i c a l  model i s  

n e c e s sa ry  which shows how i n d i v i d u a l  o p e r a t i n g  d e c i s i o n s  a f f e c t  

the  p o s i t i o n  o f  an o r g a n i s a t i o n .  A model i s  mainly  in tended  f o r  

a n a l y s i s  o f  d e c i s i o n s  concerned  wi th b ro ade r  p o l i c y  tha t  a f f e c t s  

the  f i r m ' s  over  a l onge r  p l a n n in g  hor i zo n  would show on l y  the  

b r o a d e s t  d e t a i l  about  an O r g n i s a t i o n .

F- inancial  Model s  s e r v e  the  needs  o f  management. I t  i s  

h e l p f u l  and sometimes e s s e n t i a l  because  o f  the  co m p lex i ty  o f  the  

r e l a t i o n s h i p s  between the  f i r m ' s  f i n a n c i a l  v a r i a b l e s .  For some 

probl ems  i t  may be p o s s i b l e  to  f o r m u la t e  the  ge n e ra l  d i r e c t i o n  o f  

the  r e s u l t  o f  a d e c i s i o n s ,  but  because  o f  complex r e l a t i o n s h i p s ,  

i t  may be? i m p o s s i b l e  to  a s s e s s  the  magnitude o f  the  e f f e c t  

without  the  he lp  o f  a model .  However,  a p r o p e r l y  s t r u c t u r e d  mode?l 

can p o r t r a y  the  l i n k s  between the  management d e c i s i o n s ,  and the  

f i r m ' s  o b j e c t i v e s  in  as such d e t a i l  as  i s  n e c e s s a r y  to  a n a l y s e  a 

d e c i s i o n  a l t e r n a t i v e .  For some prob lems  i t  may be n e c e s s a r y  to  

develop)  a ve ry  d e t a i l e d  d e s c r i p t i v e  model 5 but  in  some c a s e s  to o  

much d e t a i l  may be c o n f u s in g  and unnecessa ry -
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; .2 .1  THE IMPORTANCE OF MODEL

fhe importance  m ode l l i ng  i s  enumerted be low:

(1> I t  e n a b l e s  management to  t r y  out i t s  d e c i s i o n s  
on t h i s  smal l  copy o-f the  f i rm wi thout  s u b j e c t -  
t i n g  the  f i r m  i t s e l - f  to  management b y  t r i a l  and 
e r r o r .

<2) I t  - forces  the  modeler  and manager to  s y s t e m a t i s e  
t h e i r  t h o u g h t -

(3)  F i n a n c i a l  models  can show the  l i n k a g e s ,  between  
the  f i r m ' s  o p e r a t i n g  environmient, management 
d e c i s i o n s  and pot£?ntial  r e s u l t s  o f  the  d e c i s i o n s .

<4) I t  a l l o w s  management to  a n a l y s e  more c a r e - f u l l y  and 
t o  e x p l o r e  how t h e i r  d e c i s i o n s  r e l a t e  to  t h e i r
o- '/erall  o b j e c t i v e s .

<5) The model ing  p r o c e s s  itsG?l-f i s  b e n e f i c i a l  t o
management, as  i t  t ends  to  f o r c e  the p l a nn er  to  
c o n s i d e r  s y s t e m a t i c a l l y  the  i n t e r r e l a t i o n s h p s  
between a segment o f  a f i rm  and th se  between  
env i ronment ,  d e c i s i o n s  and r e s u l t s .

<6 ) The p r o c e s s  o f  b u i l d i n g  the  model f o r c e s  one
t o  th ink  c a r e f u l l y  about the  complex r e l a t i o n 
s h i p s  between d e c i s i o n s  and f i n a n c i a l  v a r i a b l e s  
t h at c on s t  i t. u t e a f  i r m.

<7) The f i n a n c i a l  p l a n n in g  model p r o v i d e s  the  framework  
f o r  s y s t e n m a t i c a l 1 y t r a c i n g  out the  r e s u l t  o f  a 
dec i  s i  on .

(8 ) F i n a l l y  i t  h e l p s  the  managers t o  use  t h e i r  t a l e n t s  
more e f  f ect  i vel-y f o r  the  b ro ad e r  i s s u e s  conce rn i ng  
themse lves .

3 . 2 . 2  THE APPLICATION OF MODELS IN FINANCIAL MANAGEMENT

There a r e  two Genera l  approaches  t o  f i n a n c i a l  model ing  (1)  

S i m u l a t io n  and (2)  O p t i m i s a t i o n .
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S i m u l a t i o n  models  show the  r e s u l t  d e c i s i o n  or  a c t i o n ,  

w h i l e  O p t i m i s a t i o n  models  s o l v e  -for the d e c i s i o n  th a t  i s  b e s t .

3 . 2 . 3  SIMULATION

S i m u l a t i o n  i s  a p r o c e s s  of- immutation o f  the  -firm so tha t

the  consequences  o-f a l t e r n a t i v e  d e c i s i o n s ,  a c t i o n s  and s t r a t e g i e s

can be a n a ly s e d .  I t  e n a b l e s  the  management to  e--/aluate the

consequences  -for implement ing a d e c i s i o n .  The s i m u l a t i o n  model

i s  the  l i n k  between the  p r o s p e c t i v e  d e c i s i o n  and the  h y o t h e t i c a l

r e s u l t s .  The s i m u l a t i o n  approach does  not t r y  to  t e l l  the  use r

which d€?cision i s  b e s t .  Rather  i't. a l l o w s  the  use?r

3
t o  speci-Fy a d e c i s i o n .  For example,  suppose the  d e c i s i o n  b e i n g

>!c o n s id e r e d  i s  whether to  - f inance a new inves tment  p r o j e c t  with

e q u i t y  by i s s u i n g  new common s t o c k ,  or t o  f i n a n c e  i t  w i th  debt  by

bo r r ow in g  from the  bank-  The t y p i c a l  s i m u l a t i o n  would t r a c e

through the  consequences  of  each of  th es e  a l t e r n a t i v e s  and

p re s e n t  the  u s e r s  wi th s e t s  of  f i n a n c i a l  s t a te me nt s  so tha t  he

can e-va luate  the' r e s u l t s  o f  d e c i s i o n s  in  terms of  the  f i n a n c i a l
4

sta-tus o f  f i r m .  The s i m u l a t i o n  Eipproaches o f  m o d e l l in g  have been  

used by Brown (19 73 ) ,  Bryant  ( 1982 ) ,  Bramer & M i l l e r  ( 19 73 ) ,  

D a v i s (19 73 ) ,  G e r s h e f s k i  ( 19 69 ) ,  Gordon (1973 ) .  Hadley  & Whiten  

( 19 63 ) ,  Li  f son and Blackman (197ZO, L i a c a s c i o  ( 1972 ) ,  Meyer  

( 19 77 ) ,  M i l l e r  and M o d i g l i a n i (19 61 ) ,  M i l l e r  & 0RR(1966) ,  N ay lo r  

( 19 73 ) ,  Norton (1972 ) ,  O r g l e r  ( 19 69 ) ,  Robenson (19 73 ) ,  

S c h r i e b e r  (1970)  , Smith Ke i th  ( 1964 ) ,  Johon W i l ey  S o n s ( 1 9 8 5 ) ,  

e tc  -

3.  I b i d  p 99
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3 . 2 . 4  O p t i m i z a t io n

An o p t i m i s a t i o n  model u s u a l l y  c o n s i s t s  o-f an equ a t io n

t h a t  e x p r e s s e s  the  o b j e c t i v e  o r  goa l  o-f the  d e c i s i o n ,  and a s e t  

o f  e q u a t i o n s  and i n e q u a l i t i e s  tha t  r e p r e s e n t  the  c o n s t r a i n t s .  

The d e c i s i o n  v a r i a b l e s  would be the  v a r i a b l e s  in the  model tha t  

represer~it c h o i c e s  a v a i l a b l e  t o  d e c i s i o n s  maker.  F-or e>:ample, the  

d e c i s i o n  v a r i a b l e s  might i n c l u d e  the  amount t o  be? borrowed to  

■finance an i n v e n t o r y ,  the  number o-f s h a r e s  t o  be s o l d ,  and the  

l e v e l  o f  investment  in i n v e n t o r y .  The purpose  o f  o p t i m i z a t i o n

mode?l would be t o  f i n d  the  v a l u e s  o f  t h e s e  t h r e e  de^cision

v a r i a b l e s  th a t  would maximize the  v a l u e  o f  the  common s toc k .

A LINEAR PF-<DGRAMMING(LP) MODEL FOR THE PLANNING 
AND MANAGEMENT OF CURRENT ASSETS AND L IAB IL IT IE S :

One o f  the  task o f  a f i n a n c i a l  manager i s  t o  d e v e l op  

and e x ec u te  p l a n s  f o r  manexqing cu r r e n t  a s s e t s  and c u r r e n t

1 i abi  1 i t i  e s -

The e s s e n t i a l  f e a t u r e s  o f  l i n e a r  pr ogramming  m odel f o r  

f i n a n c i a l  management p l a n n i n g  i n c l u d e  t h e  d e c i s i o n  v a r i a b l e s  t h a t  

r e p r e s e n t  t h e  amounts o r  l e v e l s  o f  t h e  d i f f e r e n t  decisionE-r> t h a t  

t h e  p l a n n e r  must make,  t h e  o b j e c t i v e  f u n c t i o n  t h a t  e x p r e s s e s  

m a t h e m a t i c a l l y  t h e  d e c i s i o n s  and t h e  o b j e c t i v e ,  and t h e

4. I b i d  p 100

5. I b i d  p 102
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c o n s t r a i n t s  th a t  e x p r e s s  the  v a r i o u s  l i m i t a t i o n s  on our
6

d e c i s i o n s .  The main l i m i t a t i o n  o-f opt i mi 2 at  i on ( LP ) Model t h a t  i f  

t h e r e  a r e  to o  many c o n s t r a i n t s ,  t  he re  may be no s o l u t i o n  tha t  

c ou l d  s i m u l t a n e o u s l y  sa t i s - f y  a l l  the  c o n s t r a i n t s .

i. 1

I-f t o o  many c o n s t r a i n t s  c»re imposed on model ,  the  p rob lem
7

may not be f e a s i b l e .  That i s  t h e r e  may be no s o l u t i o n  tha t  cou ld

s i m u l t a n e o u s l y  s a t i s f y  a i l  the  c o n s t r a i n t s .  In f a c t ,  the  modeler

should  make ev e r y  e f f o r t  to  kee?p the  model a s  s im p le  as

p o s s i b l e  w i th  a minimum number o f  c o n s t r a i n t s  and d e c i s i o n
8

v a r i a b l e .

As such ,  many i n d i v i d u a l  model to  dea l  w ith  each element o f  

working  c a p i t a l  has  been d e v e l op ed .  Such as  in v e n t o r y  model ,  cash  

model and r e c e i v a b l e s  model .  Moreover ,  a seperc' jte model i s  

deve loped  f o r  each component o f  in v e n t o r y ,  i . e .  ABC model f o r  

s t o r e s  i t em s .  Economic o rde r  q u a n t i t y  (EOQ) f o r  f i n i s h e d  goods  

and raw m a t e r i a l  i n ven to r y  and so on. S i m i l a r l y ,  v a r i o u s  models

a r e  used f o r  managing cash ,  such a s  o p e r a t i n g  c y c l e  model ;  E:0Q 

model;  s t o c h a s t i c  model ,  cash budget  model e t c -  For accounts  

r e c e i v a b l e s  d i f f e r e n t  d e s c r i p t i v e  c r e d i t  p o l i c i e s  have bee?n 

d e v e l o p e d .

6). I b i d  p 370

7. I b i d  p ~S7Q

8 . I b i d  p 370
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A b r i e f  d e s c r i p t i o n  o f  i n d i v i d u a l  models  a r e  g i v en  b e l o w : -

3 .4  INVENTORY MODEL

3 . 4 . 1  ABC Model

Many f i r m s  f i n d  i t  u s e f u l  t o  d i v i d e  m a t e r i a l s ,  p a r t s ,

s u p p l i e s ,  and f i n i s h e d  goods  i n t o  sub

11
c 1 a s s i  f i c a t  i on f o r  purposes  o f  in ven to r y  c o n t r o l .  l i e r be r t  J.

Richmond desigrted t h i s  p l an  o f  c o n c e n t r a t i o n  o f  the  important  

i t ems  as  c o n t r o l  by importance  and e x c e p t i o n .  The id ea  o f  ABC 

a n a l y s i s  l i e s  in  the  r e c o g n i t i o n  o f  the  p r i n c i p l e s  tha t  a l l  the  

i t ems of  i n v e n t o r i e s  a re  not e q u a l l y  s i g n i f i c a n t .  ABC a n a l y s i s  i s  

an i n v e n to r y  c o n t r o l  t echnique ' s ,  which i s  an a d a p t a t i o n  o f

F'areto s  l aw and under the  system,  the  v a r i o u s  s t o r e s  i tems o f

i n v e n t o r i e s  a r e  c l a s s i f i e d  under the  b road  c a t e g o r i e s  o f  A .B ,  and

C.The c r i t e r i a  o f  c a t e g o r i s i n g  the  v a r i o u s  i tems u l t i m a t e l y  

d i f f e r  f rom i n d u s t r y  to  i n d u s t r y  and e n t e r p r i s e  t o  e n t e r p r i s e .  

However,  approx i mattel y "A" c a t e g o r y  o f  i t ems c o n s t i t u t e s  on ly  5 

t o  10 p e rc en t  o f  the  t o t a l  number o f  i t ems  but i t  accounts  f o r  80 

percent  o f  the  t o t a l  v a l u e  o f  the  i n v e n t o r i e s ,  "B"  c l a s s  i t ems  

c o n s t i t u t e s  20 to  '30 pe rcent  accou nt ing  f o r  15 pe rcent  o f  the

9. Bhabatosh Banar jee? < 1987) F- i n a n c i a l  £\nd Manageme?nt
Acco un t ing ,  S ree  Sa rda  p r i n t i n g ,  C a l c u t t a ,  p 149.
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t o t a l  v a l u e  and the  r e s t  6>0 t o  70 pe rcent  which cornpriseB on l y  *5 

t o  10 p e r ce nt  v a l u e  have been c l a s s e d  as  "C " .  The above s e l e c t i v e  

i n v e n t o r y  c o n t o r l  method i s  t y p i c a l l y  branded ABC Model of

i n v e n t o r y  management. The AEitC concept  i s  t o  be implemented by

C o n t r o l l i n g  A -  i tems " M o r e t h i g h 1y " ,  than "B"  i t ems ,  and so on.

3 . 4 . 2  EOQ Model

The d e te r m in a t i on  o-f economic o rd e r  q u a n t i t y  i s  one o f  

the  main - f acto rs  o f  in ve n to r y  p o l i c y .  I-f m a t e r i a l s  a r e  purchased  

in  l a r g e  q u a n t i t y  the  number o f  o r d e r s  r educed  r e s u l t i n g  in l ower  

o r d e r i n g  c o s t s .  But maintenance c o s t  per  yea r  i n c r e a s e s  due to

the  l a r g e r  volume? o f  a v e r ag e  i n v e n t o r y .  The E'conomic Order  

Quan t i ty  (EOQ) b a l a n c e s  the c o s t  o f  ma i n t a i n in g  in v e n t o r y  a g a i n s t  

the  cos t  o f  o r d e r i n g .  B e t t i n g  up o-f t h i s  le-vel s a v e s  the  t a sk  o-f 

r e ~ c a l c u l a t i n g  the  q u a n t i t i e s  to  be purchased  each t ime.  The 

Model i s  r e p r e s e n t e d  by f o l l o w i n g  - f o rmula : -

F i g . I  EOQ -  2AP

^  i

Where A =■- Annual q u a n t i t y  to  be used in u n i t s ,

P == Cost  o f  P l a c i n g  per  o r d e r .

i = Cost  o-f c a r r y i n g  one u n i t  o-f- i n ven to r y  
f o r  the  whole yea r .

10
The Model i s  used b'/ Baumol and o t h e r s .

37

10. W.J, Baumol (1977)  Economic Theory and O p e r a t i o n s  A n a l y s i s .  
Prenticc? H a l l  o-f I n d i a , 4 t h  e d i t i o n ,  p . 9.
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3 . 5  CASH MANAGEMENT MODEL

Cash i s  the  common p ur c ha s in g  power or medium o-f exchange .

Ab such,  i t  -forms the  most important  component o-f working  

c a p i t a l -  Cash under the  p re s en t  context  i n c l u d e s  cash in hand and 

in  bank d e p o s i t s  wi th d ra w a b l e  by cheques  on demand and o the r  

s e c u r i t i e s  th a t  can r e a d i l y  be co nse r t ed  i n t o  cash-  There a r e  

t h r e e  mot ives  -for h o l d i n g  ca sh ,  v i z  ( i )  T r a n s a c t i o n s  mot ives ,  

< i i )  P r e c a u t i o n a r y  mot ives  and < i i i )  S p e c u l a t i v e  mot ives .  Ho ld ing

o-f Cash b a l a n c e  should  be op t imum, i t  should  not be too  s h o r t a g e  not  

too  e x c e s s i v e .  The l e v e l  o-f cash b a l a n c e  shou ld  be ma inta ined  in  

such a way tha t  the  f i rm  does  not -face d i f f i c u l t y  in  meet ing i t s  

day to  day commitments,  and at the  same t ime t h e r e  shou ld  not be  

e x c e s s i v e  cash which im p a i r s  the  r e t u r n  on inves tment .

V a r i o u s  models  used f o r  de te rmin ing  s£?l f - i  mposed cash  

b a l a n c e  a r e  as  f o l l o w s : --

( a )  Oper a t in g  or Cash Cyc l e  model ;

<b) Inv en to ry  model (EOQ mode l ) ;

( c )  S t o c h a s t i c  model<mi11e r - o r r - m o d e l ) ;

<d) P r o b a b i 1i ty  mode l ;

( e )  The cash budget  mode l ;

( f )  Cash f l o w  statement  model ;

( g )  Fund f l o w  statement  mode?l .

38
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3 . 5 . 2  Mi 11e r - o r r - M o d e l :

I-f the  - f a i l u r e  i s  not known with c e r t a i n l y ,  a p p l i c a t i o n  o-f

EOQ model does  not become e f - f c t i v e .  As such,  attempt  has been

made t o  use  o the r  models  to  de termine  i s  s t o c h a s t i c  and unknown

in advnace.  The mi 11 e r - o r r - m o d e l  i s  one o f  the  a p p l i c a t i o n  o-f

c o n t r o l  t h eo ry  and s p e c i - f i e s  two co n t ro l  l i m i t s —h as  an upper
11

bound and z e r o  amount as  a 1owr bound. The Model i s  p re s en t ed  in  

f- i g . 2

F i g . 2 Mi 11e r - o r r - M o d e l .

In the? f i g u r e ,  the  - f i rm ' s  working  cash b a l a n c e  - f l u c t u a t es

randoml-y in r e sp o n se  to  rendom i n f l o w s  and o u t f l o w s .  At t ime t ,
1

the b a l a n c e  r e a c h e s  the upper c o n t r o l  l i m i t  ’h ' .  At tha t  po i n t  

h-z amount o f  cash i s  t r a n s f e r r e d  to  m ar ket ab l e  s e c u r i t i e s .  The 

b a l a n c e  c o n t in u e s  to  f l u c t u a t e ,  - f a l l i n g  to  z e r o  at  t , at  which  

time? z amount o-f mark€?t.able s e c u r i t i e s  a r e  s o l d  or l oan taken to

11. M.H. M i l l e r  and Orr ,Dani e l  < 1966) " A Mode?l of- the  Damand -for 
money by f i r m s "  G?uarterly Journa l o f  Economi c s , Vol .80  
pp 413--35.
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augment the  work ing  cash b a l a n c e .  In the  model ,  the  minimum 

amount has been se t  at  ze ro .  But a c c o r d i n g l y  i t  should  be h i g h e r  

than z e r o .  In th a t  ca s e  ' h '  and 'z  ‘ would move up in  the  f i g u r e .

The c o n t r o l  l i m i t  model thus  g i v e s  an answer in  terms o f  maximum
12.

and minimum b a l a n c e s  and p r o v i d e s  a d e c i s i o n  r u l e .  The g r e a t e r  

the  v a r i a b i l i t y ,  the  h i ghe r  the  minimum b a l a n c e .  The optimum 

v a l u e  of  ' 2 ' ,  the  r e t u r n  to  p o i n t ,  f o r  s e c u r i t y  t r a n s a c t i o n s , i s ;

z = V  3b 2 

4

where b = f i x e d  c o s t s  a s s o c i a t e d  w ith  s e c u r i t y  
t r a n s a c t  i ons

2 ■= V a r i a nc e  o f  d a i l y  net  Cash f l o w

i = i n t e r e s t  r a t e  per  day on market ab l e  
s e c u r i  t i  e s .

With the  c o n t r o l  l imits i  the  Mi 1 1 e r - O r r - M o d e l  w i l l  minimise  the

t o t a l  c o s t s - f i x e d  and o p p o r t u n i t y  c o s t s  o f  cash management.

P r o b a b i 1i t y  Model

I f  may bt? started th a t  the  EIOQ assumes p red i  c a b l e  cash  

f l o w s ,  w h i l e  the  s t o c h a s t i c  model i s  based on random cash f l o w s .  

But in p r a c t i c a l  con t ex t , c a sh f  l ows  a r e  n e i t h e r  c omp 1 e?t e 1 y 

p r e d i c a b l e  nor s t o c h a s t i c .  They a r e  r a t h e r  p r e d i c a b l e  w i t h i n  a 

r ange .  In t h a t  ca sh ,  p r o b a b i l i t y  d i s t r i b u t i o n s  may be used f o r  a

range  o f  p o s s i b l e  outcomes and optimum cash b a l a n c e  may be

accord i  ng l y  a s c e r t a i  ned .

12- Bhabotosh B a n a r j e e ,  op.  c i t ,  p.  194.
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3 . 5 . 3  Cash Budget Model

A Cash budget  model i s  a p r o j e c t e d  cash r e c e i p t s  and cash

payments ove r  a p e r i o d  o f  y e a r s .  I f  s t a r t s  w i th  a g i v en  ' Cash

b a l a n c e '  which may be e i t h e r  b i g  or  s m a l l .  Ektt the? s a i d  b a l a n c e

i s ,  in any c a s e ,  d e s i r e d  to  be the  optimum b a l a n c e ' .

T h e r e f o r e  e f f i c i e n t  cash management th rough e f f e c t i v e  ca\sh 

b u d g e t i n g  suppor ted  by r e l e v a n t  and t i m e l y  f o r e c a s t s  o f  cash may 

he lp  :

i )  a i d i n g  in  s e c u r i n g  added working c a p i t a l
f o r  smooth and unhindered  running  o f  the
o p e r a t i o n s  and p l a n n in g  f o r  payments to
c r e d i t o r s  and s h a r e h o l d e r s  ;

i i )  e a s i n g  s t r a i n s  o f  a cash s h o r t a g e  ;

i i i )  f a c i l i t a t i o n  temporary  investment  o f  cash;

iv> improving  the  r a t e  o f  r e t u r n  on a s s e t s ;  and

v)  p r o v i d i n g  funds  f o r  g rowth-

The cash budgc?t i s  u s a l l y  p re pa r e d  as  p a r t  o f  the  o v e r a l l  annual

f i r m  bu d ge t ,  i . e .  salt?s p r o d u c t i o n ,  m a t e r i a l ,  1 abour  and overhead

budget s .  Hence,  a cash budg£?t may be p re p a r e d  to  show the-? l e v e l
13

of  bank l oa ns  which i s  n ec es sa ry  to  suppor t  p r o f i t  p l a n .

'3.5.4 Cash Flow Statement Model

A cash f l o w  statement  shows changes  in  the  f i n a n c i a l

p o s i t i o n  of  a f i r m  on cash b a s i s .  I t ,  however ,  shows the  net

13. R.K. J a cd io ke  R.T.  Sp rou se ,  Account ing  F' lows,  Income, funds  
and cash ,  P r e n t i c e  Ha l l  Inc ,  Englewood c l i f f s ,  N . J . 1965,  
p 109.
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e f f e c t s  o f  the  v a r i o u s  t r a n s a c t i o n s  of  a f i rm  d u r i n g  a p e r i o d  on

cash b a s i s  and e x p l a i n s  the  c a u se s  of  changes  in  cash p o s i t i o n  of

a f i r m  between two b a l a n c e  s h e e t s  d a t e s .  Th i s  s tatement  i s  c a l l e d

cash f l o w  statement  because  i t  shows the  v a r i o u s  s o u r c e s  and

a p p l i c a t i o n s  o f  cash du r i ng  a p e r i o d  and t h e i r  net  impact o f  cash

b a l a n c e -  The fund f l o w  model was p io ne e r ed  in  Unitc^d S t a t e s  in

the  l a t e  1940 ' s  and e a r l y  1950 ' s  and was taken up in  the  e a r l y

1960 ' s  f o l l o w i n g  the  Radcl i f f c?  R e p o r t ' s  c e l l  f o r  more d e t a i l e d
14

monetary s t a t i s t i c s .

Fund f l o w  statement  model i s  the  ' s tatement  o f  s o u r c e s

and a p p l i c a t i o n  o f  f u n d s '  over  two b a l a n c e  s h e e t s  p e r i o d .  Th i s  i s

a l s o  c a l l e d  ' s t a tement  o f  s o u r c e s  and uses

of  work ing  c a p j i t a l ' .  In the  words of  Fo u l ke ,  f u nd s ,  in t h i s

p a r t i c u l a r  type  o f  s t a tem ent ,  art? what might be termed work ing
15

c a p i t a l  f unds  a s  d i s t i n g u i s h e d  from ac tua l  cash funds .

14. H. Shamsul Hague,  P r i c e s  P o l i c y ,  Account ing  Methogo logy  and 
c o r p o r a t e  F i n a n c i a l  V i a b i l i t y .  publishe?d by IBA, Dhaka 
U n i v e r s i t y ,  Ph.D.  t h e s i s ,  1983, p 137.

15. R.A.  Fou lke (1957 )  P r a c t i c a l  F i n a n c ia l  Statemeent A n a l y s i s ,
New York ,  Mcgro H i l l ,  p473.
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The fund -flow statement  model h e l p s  to  s e e —

( i )  the  growth o+ the  -firm;

( i i )  i t s  r e s u l t i n g  f i n a n c i a l  needs ,  and
16

< i i i >  the  b e s t  way to  f i n a n c e  th ese  needs .

In fund f l o w  s tatement  ac tua l  cash f l o w  w h i l e  compared wi th the

es t i m at e d  c a s h f l o w  a c t s  as  a to o l  f o r  c o n t r o l  o f  cash in the  f i rm ,

3 . 6  Contro l  o f  Accounts  R e c e i v a b l e s

f-or accounts  r e c e i v a b l e s .  management, mathematical  

models  a r e  ve r y  d i f f i c u l t  t o  d e v e l op .  The c o n t r o l  o f  r e c e i v a b l e s  

has  a s i g n i f i c a n t  inpac t  on the  e f f e c t i v e n e s s  o f  c r e d i t  and 

c o l l e c t i o n  p o l i c y  and the  c o n t r o l  o f  worti ing c a p i t a l ,  comp lete  

i n fo r m a t io n  r e g a r d i n g ,  the pe r formance  o f  each c o n t r o l  t e c h n i q u e s  

or proce?dure i s  a b s o l u t e l y  e s s e n t i a l .

43

Accord ing  to  Wa lke r ,  the  v a r i o u s  ways o f  c o n t r o l l i n g  the
11

r e c e i v a b l e s  a r e  as  f o l l o w s :  •-

( i )  R e c e i v a b l e s  tu rn  over  r a t i o ;

< i i ) A ver  age  co 11 ec t i on per’ i o d ;

( i i i )  Report, of  ag ing  s ch ed u le  o f  accounts ;

( i v )  P e r c e n t a g e  o f  c o l l e c t i o n  r e p o r t s ;

(v )  P;eport o f  bad d e b t s ;  and

( v i > Report  o f  d e l i u q u e n t  accounts .

16. J .C .Van Horne(19S5)  F i n a n c i a l  Management Pol  i cy , Pr ent i ce  
Ha l l  o f  In d i a  pv t .  L t d . ,  p 7 0 0 . .

17. E .R .Wa lke r  W-H. Baughn<1961)  F i n a n c i a l  P l an n in g  and P o l i c y .  
New York ,  Harper  Row Inc.  p &0.
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Haque in h i s  d o c t o r a l  s tudy  a l s o  used the  a v e r a g e  c o l l e c t i o n
18

p e r i o d  t e c h n i qu e  to  judge  e f - f i c i e n c y  o f  r e c e i v a b l e s  management.

3 .7  FACT METHOD MODEL AND RATIO ANALYSIS

The l i t e r a l  meaning of  'FACT'  i s  the  f i n a n c i a l  a n a l y s i s  

co n su l t a n c y  t e ch n i qu es .  I t  compr i ses  of  two f o rm at ion  ( i )  

c a l c u l a t i o n  sheet  and < i i )  summary sheet  (See A n n e x t u r e - I >. 

C a l c u l a t i o n  sheet  format has  two p o r t i o n - o n e  f o r  r e c r o d i n g  the  

p r o f i t  and l o s s  account in fo r m a t io n  and the  o t he r  f o r  r e c o r d i n g  

b a l n a c e  shee t  i n fo r m a t io n .  The summary shee t  c o n t a i n s  the  

background and ge n e ra l  i n fo rm a t io n  about  the  Company, as  w e l l  as  

d e r i v a t i o n  o f  '24 important  f i n a n c i a l  and o p e r a t i n g  r a t i o s  under  

the  go rups  o f  Genera l  r a t i o ,  manage r i a l  pe r fo rmance  r a t i o .  

F i n a n c i a l  Performe^nce r a t i o .  Ra t i ng  as  an inves tment  r a t i o ,  and 

c o s t  breakdown r a t i o .  Among the  24 s e l e c t e d  r a t i o s  c a l c u l a t e d  

under FACT Method,  the  most important  r a t i o s  f o r  work ing  c a p i t a l  

management a r e  ( a )  tu rno ve r  o f  work ing  c a p i t a l  ( s a l e s / w o r k i n g  

c a p i t a l ) ,  ( b ) c u r r e n t  r a t i o (  c u r r e n t  a s s e t  s/cur  r6?nt l i a b i l i t i e s ) ,  

c )  L i q u i d  r a t i o  ( l i q u i d  a s s e t s / c u r r e n t  l i a b i l i t i e s ) ,  d) r a t i o  of  

c u r r e n t  d£?bt t o  net wor th ,  cos t  breakdown r a t i o ,  i n v e n to r y  

t u rno ve r  r a t i o ( c o s t  of  s a l e s / s t o c k )  e t c .

18. J a h i r u l  Haque (19S l )  F i n a n c i a l  P l a nn ing  and Contro l  in p u b l i c  
s e c t o r  i n d u s t r i e s  in Bang l adesh .  Unpub l i she d  Ph.D.  t h e s i s .  
Dhaka U n i v e r s i t y ,  pp 250-268.
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F i n a n c i a l  r a t i o s  a r e  w i d e l y  used at  the  i n t e r n a t i o n a l  l e v e l

under the  a u s p i c e s  of  the  Un i ted  N a t i on s  O r g a n i s a t i o n  f o r  the

purpose  o f  co m p i l in g  and d i s t r i b u t i n g  in fo r m a t io n  c o v e r i n g
19

s i g n i f i c a n t  r a t i o s  w i t h in  d i f f e r e n t  i n d u s t r y  g r ou ps .  C o u n t i r e s ,

such as  West Germany, F r ance ,  H o l l a n d ,  U . K . ,  hkirway, Canada and

U .S .A .  a r e  a l l  do ing  work on in te r - - f i r m  Compar isons  on a f a i r l y
20

l a r g e  s c a l e  u s i n g  f i n a n c i a l  and opc-?rating re-itios.

3 . 8 .  CONCEPTUAL FRAMEWORK OF WORKING CAPITAL MANAGEMENT

Wor^^ing C a p i t a l  Management i n v o l v e s  the  d e c i d i n g  upon

the  eimount and compos i t i on  o f  c u r r e n t  a s s e t s  and how t o  f i n a n c e
21

th es e  a s s e t s .  These d e c i s i o n s  i n v o l v e  t r a d e  o f f  between r i s k  and

p r o f i t a b i l i t y .  R e s o l u t i o n  o f  the  t r a d e - o f f  between r i s k  and

p r o f i t a b i l i t y  w i th  r e s p e c t  t o  the  d e c i s i o n s  depe?nds upon the  r i s k

perference^s of  the  management. Some v-iestern s c h o l a r s  d e f i n e

working c a p i t a l  management which i n v o l v e s  a l l  a s p e c t s  o f
22

admi ni 5tr£»ti  on o f  c u r r e n t  a s s e t s  and c u r r e n t  1 i abi  1 i t i  6’s .  I t

19. C o l e ,  o p . c i t - , p 201.

20. I b i d .

21. B.C.  Kuchhal < 1982) F i n a n c i a l  Mauiagement , An a n a l y t i c a l  and 
conceptua l  approach .  E i g h t < e d )  cha r tanya  p u b l i s h i n g  house,  
A11ah a b a d , Indi  a , p 154.

22. Weston & Br igham,  Manage r i a l  F i nance ,  4th ( ed )  Ho l t  InterncA- 
t i o n a l  p u b l i c a t i o n ,  pp 520-52Z-;.
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g e n e r a l l y  depends  on the  d e t e r m in a t i o n  o f  the  r e qu i r em en t s  o+

working  c a p i t a l ,  - f inancing the  r e qu i r em en t s  and e f f i c i e n t

u t i l i s a t i o n  o f  the  components o f  working  c a p i t a l .  Ramamoorthy

p r o v i d e s  an indepth  d e f i n i t i o n  and de^scribes  working c a p i t a l
23

management a s  —

( i )  a s e l e c t i o n  o f  the a p p r o p i r a t e  sources-  f o r  f i n a n c i n g  
th e  c u r r e n t  a s s e t s ;

( i i )  p r e p a r d n e s s  to  meet c u r r e n t  o b l i g a t i o n s  as  and when 
they  matures ;

( i i i )  defci s ion on the  volume and compos i t i on  of  cu r r e nt  
a s s e t s ;  and

<iv)  e f f i c i e n t  management o f  the  d i f f e r e n t  c a t e g o r i e s  
o f  c u r r e n t  a s s e t s  and cu r r e n t  l i a b i l i t i e s .

The p r e s e n t  s tudy  aims a t d e v e l o p i n g  an optimum work ing

c a p i t a l  management model/norm f o r  the  p u b l i c  e n t e r p r i s e s  in j u t e  

and co t to n  t e x t i l e  m i l l s  in  Bang l adesh .  An opt imal  work ing

c a p i t a l  p o l i c y  i s  one tha t  s e t s  the  mi>: o f  c u r r e n t  a s s e t s  and 

cu r r e nt  l i a b i l i t i e s  th a t  maximizes  r e t u r n  on investment  or e q u i t y  

and s t r e n g t h e n s  i t  aa we l l  as  en s u re s  the  so l v e n c y  o f  the

bus i  riE?ss.

23. V .E.  Ramamoorthy ( 19'78> "Working Capiital  Management. (Madras  
I n s t i t u t e  o f  f i n a n c i a l  management and r e s e a r c h ) ,  p 15.
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3 . 3 . 1  Dete rminants  o f  work ing  c a p i t a l

, The - f ac to r5 l i k e  the  na tu r e  o f  b u s i n e s s ,  p ro du ct io n

p o l i c i e s ,  manu fac tu r ing  p r o c e s s ,  tu rnov e r  o f  c i r c u l a t i n g  c a p i t a l ,  

growth and expans ion o f  bus - iness ,  b u s i n e s s  c y c l e  f l u c t u a t i o n s ,  

terms o f  p u rchase  and s a l e s ,  d i v id e n d  p o l i c y ,  c r e d i t  p o l i c y  and

p ro du c t io n  and d i s t r i b u t i o n  p o l i c y  g r e a t l y  a f f e c t  the  s i z e  and

amount o f  work ing  c a p i t a l .

 ̂ 3^.8.2 Cost  C o n s i d e r a t i o n  of  Working C a p i t a l

The f i n a n c i a l  e x e c u t i v e  has to  keep a watch on the

b a l a n c e  o f  work ing  c£\pit.cU and cos t  di f f  erent. i a l  s o f  v a r i o u s  

a l t e r n a t i v e s  to  main ta in  i t  at. a c e r t a i n  l e v e l ,  a l though  some of  

the  c o s t s  a r e  beyond h i s  c o n t r o l .  The c o s t s ,  r e q u i r i n g  p rope r

« b a l a n c i n g  on h i s  p a r t , may c o n s i s t s  of  : < i )  the  co s t  o f  c l o s e
I

s y n c h r o n i s a t i o n  of  exp£?ndi t u r  e and r e c e i p t s  on income account ,

< i i )  the c o s t  o f  hav ing  t r a d e  c r e d i t ,  ( i i i )  the  co s t  o f  ex te nd ing  

l i b e r a l  c r e d i t  ternis t o  d e b t o r s ,  ( i v )  the  cos t  o f  l e t t i n g  or  

a l l o w i n g  cash d i s c o u n t ,  <v) the  co s t  of  managing cash in  

o f  f - -per i od'ii, and <vi ) the  co s t  o f  bo r row ing  money from l en d er  or  

l e nd in g  i n s t i t u t i o n s  and < v i i )  the  h o l d i n g  c o s t  o f  in ve n to r y  

be?yond the  normal p e r i o d .

3 , 9  P l a n i n g  and Cont ro l  o f  Working C a p i t a l

Working c a p i t a l  p l a n n in g  depemds upon i t s  s o u r c e s ,  such

as  <a) net p r o f i t  from o p e r a t i o n s ,  (b )  s a l e  of  f i n e d  a s s e t s ,  ( c )

« r a i s i n g  l o n g - t e r m  d e b t ,  (d)  a d d i t i o n a l  issuer o f  s h a r e s  and ( e )

r e t i r e m e n t  o f  c u r r e n t  l i a b i l i t i e s  below book v a l u e .

47
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However,  p r o v i s i o n  f o r  d e p r e c i a t i o n  can p r o v i d e  funds

on ly  i-f groBB p r o f i t  i s  s u f f i c i e n t  to  cove r  the  d e p r e c i a t i o n

ch a rg e .

3 .10 .  R e l a t e d  E i e f i n i t i o n s

3 . 10 .1  i )  Working C a p i t a l

For the  purpose  o f  t h i s  s tudy  work ing  c a p i t a l  means a 

f i r m s  t o t a l  investment  in  s h o r t - t e r m  a s s e t s ,  i . e .  in t o t a l  

c u r r e n t  a s s e t s  ma in ly ,  i n v e n t o r i e s ,  accounts  r e c e i v a b l e s ,  s h o r t 

term investment  in s e c u r i t i e s  and advances  and cash -  Or in o th e r  

words ,  i t  r e f e r s  to  the  concept  o f  g r o s s  work ing  c a p i t a l ,  the  

amount o f  funds  which an o r g a n i s a t i o n  i s  t o  f i n a n c e  in i t s  day to  

day o p e r a t i o n s -

i i )  Net Working C a p i t a l

Net work ing  c a p i t a l  i s  the? d i f f e r e n c e  between the  

cu r r e n t  a s s e t s  and c u r r e n t  l i a b i l i t i e s .  Or in o the r  words i t  i s  

a l s o  termed as  e x c e s s  o f  c u r r e n t  a s s e t s  over  c u r r e n t  l i a b i l i t i e s .

i i i )  Optimal  Working C a p i t a l  P o l i c y

An opt imal  work ing  p o l i c y  i s  one th a t  s e t s  the? mix o f  

c u r r e n t  a s s e t s  and c u r r e n t  l i a b i l i t i e s  and th a t  maximises  the  

r a t e  o f  r e t u r n  on e q u i t y  and at  the  same t ime en s u re s  the

48
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l i q u i d i t y  and s o l v en cy  of  the  b u s i n e s s .  However,  the  o b j e c t i v e s  

o-f work ing  c a p i t a l  management i s  t o  manage each o f  the  -firms  

c u r r e n t  a s s e t s  i . e .  i n v e n t o r y ,  s h o r t - t e r m ,  inves tments  and

advances ,  accounts  r e c e i v a b l e s  and cash as  we l l  as  the  c u r r e n t  

l i a b i l i t i e s  so  tha t  an a c c e p t a b l e  l e v e l  o f  net  work ing  c a p i t a l  i s  

mai nt ai ned and at the  samet i me i t max i mi s£?s p r o f  i t a b i  1 i t y  and 

o p t i m i z e s  s o l v e n c y  of  the  b u s i n e s s .

i v .  Permanent working c a p i t a l

Permanent woricing c a p t i a l  i s  tha t  kind o f  c u r r e n t

a s s e t s  which never  l e a v e s  the  b u s i n e s s  i . e .  l i k e  temporary  

working  c a p i t a l  i t  t r an s fo rm  from cash t o  in v e n t o r y  and i n v n e to r y  

t o  r e c e i v a b l e s  and back to  cash but t h i s  type  o f  c u r r e n t  a s s e t s  

never  dropped to  z e r o .  I t  t r a n s p r i e s  the  v i ew th a t  a minimum cash  

b a l a n c e ,  in v e n t o r y  r e c e i v a b l e s  and advances  and inves tment  must 

be ma inta ined  in smooth o p e r a t i o n  of  an o r g a n i s a t i o n a l  a c t i v i t y .

V .  Temporary or v a r i a b l e  working c a p i t a l

A temporary  work ing  c a p i t a l  i s  tha t  type  o f  cu r r e n t

a s s e t s  which l e a v e s  the b u s i n e s s  p r o c e s s  a l though  i t  f l u c t u a t e s  

f rom one form t o  anothe?r l i k e  permanent working c a p t i a l .

v i . Turnover  o f  working  c a p i t a l

I t  i s  the  r a t i o  betwee?n the s a l e s  to  work ing  c a p i t a l .

Low r a t e  i n d i c a t e s  poor use o f  working  c a p i t a l ,  and too  high r a t e

Dhaka University Institutional Repository



i n d i c a t e  o v e r t r a d i n g .  A p ro pe r  s t andard  r a t i o  shou ld  be  

mainta ined  +or  b e t t e r  management o f  working c a p i t a l -  The h i g h e r  

the  tu rn o ve r  o f  working c a p i t a l ,  h i ghe r  would be i t s  

pro-f i t a b i  1 i t  y i n d i c a t i n g  a b e t t e r  e f f i c i e n c y  in the  use s  of  

work ing  c a p t i a l  s u b j e c t  to  good margin.

S.iO.I-? F’u b l i c  E n t e r p r i s e s

P u b l i c  e n t e r p r i s e s  in  Bang ladesh a r e  the  a ge n ts  o f  the  

government c r e a t e d  f o r  the  pjurpose of  d i s c h a r g i n g  government  

obi  i g a t i  onEB- to  the  p u b l i c  in the  i n d u s t r i a l  S< commercial  f i e l d ,  

s e r v i  ce- -cum-devel  opment and f i n a n c i n g  and Banking f ie?ld.  P u b l i c  

e n t e r p r i s e s  shou ld  ac h ieve  both commercial  p r o f i t a b i l i t y  and 

s o c i a l  b e n e f i t .

For the  purpose  o f  t h i s  s tu dy ,  p u b l i c  e n t e r p r i s e s  have been  

r e f e r r e d  t o  a s  j u t e  and co t t o n  t e > : t i l e  i n d u s t r i e s  under the  

a d m i n i s t r a t i v e  c o n t r o l  o f  Bang ladesh  Jute  M i l l s  Corporat ion (BJMCJ  

and the Bang ladesh  T e x t i l e  M i l l s  C o r p o r a t i on  (BTMC).

3 . 1 0 . 3  Cur rent  A s s e t s

Cur rent  a s s e t s  a r e  th ose  a s s e t s  which can be  converten:! i n t o  

cash w i t h i n  in  account ing  y e a r -  These a r e  r e p r e s e n t e d  mainly  by 

cash b a l a n c e s ,  accounts  r e c e i v a b l e s ,  l o a n s  and advances ,  and 

i n v e n t o r i e s  o f  raw m a t e r i a l s ,  w o r k - - i n - p r o g r e s s , f i n i s h e d  goods  

and s t o r e s  and s p a r e s  and mi s ee l  1aneous goods  in the  j u t e  and 

cot t on  te>! t i l e  i ndust r  i es  i n Bang 1 ad es h .
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3 . 1 0 . 4  Gr os s  P r o f i t / L o s s

I t  i s  the  d i f - f e r e n c e  between the net s a l e s  r evenue a- fter  

so tck  ad justment  and the c o s t  o-f p ro du ct io n  or  c o s t  o-f goods  s o l d  

be- fore c h a r g i n g  any a d m i n i s t r a t i o n ,  s e l l i n g  and - f inanc ia l  

expenses .

3 .10 .  5 Wet Ft  o-f- i t  / Loss

I t  i s  the  d i f f e r e n c e  between t o t a l  revenue  and t o t a l  

expenses  s u b j e c t  to  t ax .

2;. 10 . 6 O p e r a t in g  Pr o f i t

I t  i s  the  p r o f i t  g en er a t ed  out o f  the  main b u s i n e s s  

o p e r a t i o n s  e x c l u d i n g  o the r  income i . e .  income from i n t e r e s t  on 

Eiank d e p o s i t s -

3 . 1 0 .7  Ret a ined  Earni  ngs/F'ro-f i t .

I t  i s  the  s u r p l u s  net p r o - f i t  kept in the? b u s i n e s s  o p e r a t i o n s  

a-fter meet ing the  commitment o-f d i v i d e n d ,  p r o v i s i o n s  -f'or income 

tax and reser- -/es,  e t c -

3 . 1 0 .8  Current  Li  a b i 1i t i  es

C ur rent  l i a b i l i t i e s  a r e  the? c l a im s  o-f the  o u t s i d e r s  which  

a r e  expec ted  t o  mature -for payment w i t h in  an accou nt ing  y e a r .  

These a r e  t r a d e  c r e d i t o r s ,  short - - term l o a n s  -<-rom commercial  bank,  

pro- '/ision -for tax and o the r  s h o r t - t e r m  dues .
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3 . 1 0 . 9  Working F i n a n c e / L i q u i d i t y  Gap

I t  means c u r r e n t  a sBete  minus cu r r e n t  l i a b i l i t i e s  and

p r o v i s i o n s  but  e x c l u d i n g  s h o r t - t e r m  bank b o r r o w i n g s .  Ramamoorthy
24

c a l l s  as  " L i q u i d i t y  Gap ".

3^.11 SUMMARY

F-rom the  d i f f e r e n t  - f inanc ia l  models  de^scribe^i in  t h i s  

c h a p t e r , i t  ap pea r s  tha t  the  sub j e c t  can be approahced -from 

d i f f e r e n t  avngles- An i n s i g h t s  i n t o  the  l i t e r a t u r e  p r o v i d e s  us  

ne c e s s a ry  t h e o r e t i c a l  p e r s p e c t i v e  which w i l l  e n a b l e  us to  d e s i g n  

a d e s c r i p t i v e  o p e r a t i o n a l  work ing  c a p i t a l  manage?ment model/norms  

a p p l i c a b l e  t o  the  p u b l i c  e n t e r p r i s e s  in Bang l adesh  in g en er a l  and 

more s p e c i f i c a l l y  t o  the  vlute and Cotton T e x t i l e  I n d u s t r i e s .

24. V .E.  Ramamoorthy, O p c i t . ,  p 15.
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CHAPTER -  FOUR 

RESEARCH METHODQL.OGY

4.1 I n t r o d u c t i o n* "

The o b j e c t i v e  of  t h i s  chapte r  i s  t o  p re s en t  a d i s c u s s i o n  

on the  methodology o-f the  p r e s e n t  r e s e a r c h .  This chapte r  d e a l s  

wi th  the  s e l e c t i o n  o f  s amples ,  s o u r c e s  and c o l l e c t i o n  o f  da ta ,  

methods o-f da ta  c o l l e c t i o n .  I t  a l s o  e x p l a i n s  the  de s i g ne d  

q u e s t i o n n a i r e  for  c o l l e c t i n g  c r o s s  se?ctional  da ta  from the  

r e sp ond en ts .

S i n ce  the  prcssent s tudy  focuse?s on both Jute  and Cotton  

t e x t i l e  i n d u s t r i e s ,  d i s u c s s i o n  on methodology on Jute  and Cotton  

t e x t i l e  i n d u s t r i e ' i  a r e  p re s en t ed  bellow s i m u l t a n e o u s l y .

4 . 2  JUTE INDUSTRY

4 . 2 . 1  S e l e c t i o n  o f  Samplers

There a re  11 .jute m i l l s  in  Dhaka Zone?s. under the  Bang ladesh  

Jute  M i l l s  Cc j rporat ion .  These 11 j u t e  m i l l s  compri se  our  

p o p u l a t i o n  hav ing  t o t a l  i n s t a l l e d  and o p e r a b l e  looms o f  4830 and 

4637 r e s p e c t i v e l y  ( T a b l e  4 . 1 ) .  We c a t e g o r i s e d  t h e s e  m i l l s  i n t o

thre-/e-' c l a s s e s ,  namely,  b i g ,  medium and smaxl 1 . Jute  m i l l s  hav ing  

the  c a p a c i t y  o f  250 to  450 looms were c l a s s e d  as  s m a l l ,  those  

hav ing  c a p a c i t y  450-650 looms were treatf?d as  medium and those  

having  more than 650 looms were c l a s s i f i e d  as  b i g  j u t e  m i l l ,  

l a b l e  4,1 stiows the  r e l a t i v e  p o s i t i o n  o f  t h e s e  t h r e e  c l a s s e s  of  

the  m i l l s .
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V

T a b l e  4.1 -  Samples o f  Jute  M i l l s .

c l a s s  Mo. o-f P e rc e n t a g e  No. o-f P e r c e n t a g e
m i l l s  o-f t o t a l  1 oorris o f  t o t a l

B i g  2 187. 1838 387.

Medium 4 367. 1998 417.

Smal l  5 467. 994 217.

Tota l  11 1007, 4830 1007

Source :  Q u a r t e r l y  Jute  Goods S t a t i s t i c s ,  19E-i7--88 o f  E(JMC.

Out of  th es e  t h r e e  g r ou ps ,  t h r e e  j u t e  m i l l s  were s e l e c t e d  hav ing  

one from each c l a s s  on random b a s i s  f o r  our s tu dy .  The sample

t h e r e f o r e  c o v e r s  one b i g  m i l l ,  one medium and one smal l  m i l l s  out.

o f  2 ,4  and 5 b i g ,  medium and smal l  m i l l s  r e s p e c t i v e l y ,  under  

Dhaka Zone of  the  Bang ladesh Jute  M i l l s  C o r p o r a t i o n ,  These t h r e e  

m i l l s  had a t o t a l  1600 looms r e p r e s e n t i n g  33 pe r ce nt  o f  t o t a l  

i n s t a l l e d  c a p a c i t y  of  the  Dhaka Zones o f  BJMC. The sample

c o v e r i n g  1/Z^rd of  t o t a l  i n s t a l l e d  looms o f  the  j u t e  m i l l s  o f

Dhaka Zone and as  such the?re i s  reason to  b e l i e v e  th a t  the sample

i s  r e p r e s e n t a t i v e  in terms of  the  c h a r a c t e r i s t i c s  s t u d i e d .

4 . 2 . 2  So u rc e s  and C o l l e c t i o n  o f  Data f o r  Jute  I nd us t ry

V a r i o u s  s o u r c e s  and t£?chniques of  d a t a  c o l l e c t i o n  have

been used in  p re s en t  s tudy -  The f a c t u a l  d a t a  f o r  the  s tudy  were  

c o l l e c t e d  from the  p u b l i s h e d  avinual r e p o r t s  o f  the  s e l e c t e d  j u t e  

m i l l s .  But the  s tudy  i s  p r i m a r i l y  based on the  a n a l y s i s  and;
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i n t e r p r e t a t i o n  as  we l l  as  r e e t r u c t r i s a t i o n  o f  da ta  cont a ined  in  

the  Annual Aud i t ed  Ba l ance  Sheet and P r o f i t  and Lobe. Accounts  of  

the  t h r e e  j u t e  m i l l s  o f  Dhaka Zone o i  BJMC. Data a l s o  have been  

c o l l e c t e d  from the  v a r i o u s  p u b l i c a t i o n s  o-f BJMC head o - f f i c e ,  such  

as  monthly MIS r e p o r t  and q u a r t e r l y  Jute  Goods S t a t i s t i c s  and 

othe r  s t a te men ts  and r e p o r t s .  The da ta  use^d in  the-? s tudy  a r e  

mainly  two t y p e s  -  Pr imary d a t a  and Secondary  d a t a .

Relevar' it p r imary  d a t a  r e l a t i n g  to  p r o d u c t i o n ,  s a l e s ,  

i n v e n to r y  p o l i c y ,  p r i c i n g  p o l i c y ,  r e c e i v a b l e  p o l i c y ,  l i q u i d i t y  

and working c a p i t a l  p o l i c y ,  e t c .  which were not a v a i l  abler’ in  the  

annual  a u d i t e d  Ba l ance  Shee t s  and Pro - f i t  and Los s  accounts  were  

co l l ec tc jd  -from the  r e c o rd  - f i l e s  and b-/ i n t e r v i e w i n g  r e l e ' vant  

e x e c u t i v e s  through a des i g en ed  q u e s t i o n n a i r e  ( s e e  anne>:ure-XV ) .  

The i r  conte?nts,  v a l i d i t y  and ob jcecti--/i t y  have be?en du ly  take?n 

c a r e  o-f. The q u e s t i o n n a i r e  were de s i gned  on the  v a r i o u s  p robl ems

o-f work ing  c a p i t a l  management and more s p e c i f i c a l l y  on the  

di-<--ferent components o-f Working C a p i t a l ,  such as  In'ventor-/,  

r e ce i ' vab l  e s , cash managemerit» The a r e a s  c o n s t i t u t e  the  p robl ems  

s t u d i e d  in the  i nves t  i gat  i oit» the r e sp ond en t s  were F inance  

D i r e c t o r ,  P r odu ct io n  D i r e c t o r ,  Gteneral Managers ,  Chi e-f/Deput'-/ 

C h ie f  Accou ntants ,  P r odu ct io n  Managers ,  Market ing  Managers ,  

Purchase  Of f i ce?rs ,  S t o r e  Of f i ce?rs  and o the r  f i n a n c i a l  e x e c u t i v e s  

of  the  s e l e c t e d  ju te  m i l l s  and the  Bang ladesh  vJute M i l l s  

Cor p or at  i on.
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Data r e l a t i n g  to  the development o-f i n d u s t r y  i t s e l f  were  

c o l l e c t e d  from the  F i r s t ,  Second and the  Th i rd  F i v e  Year P l a n s  

p u b l i s h e d  by the  P l a n n in g  Commission,  Government of  the  P e o p l e ' s  

R ep ub l i c  o-f Bang ladesh .  R e l a t e d  Data on the? p o s i t i o n  o f  Ind ian  

Jute  M i l l s  were  c o l l e c t e d  from j u t e  goods  s t a t i s t i c s  o f  BJMC and 

oth er  r e p o r t s  p u b l i s h e d  by the  Bureau of  P u b l i c  E n t e r p r i s e s  o-f 

Indi  a.

56

4 . 2 . 3  So u rc e s  and C o l l e c t i o n  o-f da ta  -from P r i v a t e  
S e c t o r  Jute  tii 11 s

For Comperat i ve  s tu d y .  Data have a l s o  been c o l l e c t e d  

from the  t h r e e  p r i v a t e  s e c t o r  j u t e  m i l l s  c a t e o g o r i w i s e  as  

mentioned in  the  pa ra  4 .1 .1  -for the  s e l e c t i o n  o-f sample o-f the  

Dhaka Zone o-f Bang l adesh Jute  M i l l s  C o r p o r a t i  on (BJMC) - One b i g ,  

one medium and one smal l  j u t e  m i l l s  -from p r i v a t e  s e c t o r  have been  

s e l e c t e d  on the  b a s i s  o-f the  a v a i l a b i l i t y  o-f d a ta .  The - factual  

d at a  -for the  s tudy  were c o l l e c t e d  from the  publ is ihed Annual  

Aud i ted  Ba l ance  Shee t ,  and P r o f i t  Loss  Accounts  o f  the  s l e e t e d  

j u t e  m i l l s .  Re l evant  pr imary  d a t a  r e l a t i n g  t o  Ft oduct i o n , sal£?s,  

i n ven to r y  p o l i c y ,  p r i c i n g  p o l i c y ,  l i q u i d i t y  and work ing  c a p i t a l  

p o l i c y  were  not a v a i l a b l e  in the  annual  a u d i t e d  Ba l ance  Sh ee t s  

and F- 'rofit & Loss  Accounts ,  were  colle-?cted by i n t e r v i e w i n g  the  

r e 1 e V a ri t e >: €? c i.( t  i v £-:• s  t  ti r o ia g f i a d £? se- i g r t e d q u b s  t i c  n r i a i r  e

and through pe r s ona l  i n t e r v i e w .  The i r  c o n t e n t s ,  v a l i d i t y  and 

o b j e c t i v i t y  have been du ly  taken c a r e  o f .  The r e spo ndent s  wtere 

Managing D i r e c t o r ,  Finance? Di rect^' ;., Genera l  Managers  and C h ie f  

A c c o l A n t. a n t s., e t c .
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4 .2 CO T TON I EX TILE  INDUSTRY

4 . 3 , 1  S e l e c t i o n  o-f Samples

There a r e  s i  >! t e x t i l e  mi 115 in Tongi Zone under the  

Bang ladesh  T e x t i l e  M i l l s  C o r p o r a t i o n  (BTliC) . Out of  the  s i x  m i l l s  

t h r e e  m i l l s  a re  Sp inn ing  and three? a r e  Composite  m i l l s .  These b i >; 

Cotton T e x t i l e  M i l l s  compri se  our p o p u l a t i o n  hav ing  t o t a l  

i n s t a l l e d  and o p e r a b l e  s p i n d l e s  o-f 128500 and Ej3826 r e s p e c i t v e l y  

( T a b l e  4 . 2 ) .  Out o f  the s i x  m i l l s  t h re e  Sp inn ing  m i l l s  were  

s e l e c t e d  -for comparab le  s tudy .  They a r e  Monno t ex t i  1 e?i (o l  d ) , 

C3uader i a Tex t i l  e s  and Sa t r  ang Tex t i l  e s .

Ta b l e  4 -2  -  Samples  o f  Cotton M i l l s ,

S I . Name o f  the
No. Tex t i l e  m i l l s

Wo. of  
I n s t a l 1 l ed  
capac i  ty

No. o f  S p i n d l e s  
o p e r a b l e  c a p a c i t y

1. a.  Monno Te> ; t i l e s  15744
( o l d )

b- Monno T e x t i l e  12500
( new)

10615 

71 91

'I

2. Meg hi n a I ex t i l e s ;
3. Olympia "
4- Sa t ra ng  "
5. Zeenat "
6, Quader i a  "

15120 
32736 
12000 
25200 
15200

Tota l  W=6 P o p u l a t i o n  128500 

1 o t a 1 N -  '3 Sample M i l l s  42944

1 OCX, 

33. 4Z

1 1570 
21920 
1 1476 
14840 
12531

90163

34622

lOOX

Source  : Monthly MIS f' leport o f  BTMC, O c t o b e r , 19ciJ8.
( P e r c e n t a g e  have? been c a l c u l a t e d  by u s ) .
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The sample c o v e r s  l /3 rd  (^33.47.) o f  the t o t a l  i n s t a l l e d  s p i n d l e s  

and 38“/. o-f the  t o t a l  operable? spindles -  o f  a l l  the  t.e>;t i le m i l l s  

under Tongi Zone o f  BTtiC. As such t h e r e  i s  r e ason  to  b e l i e v e  tha t  

the  sample i s  r c?p r e s e n t  at i ve in terms of  the  c h a r a c t e r i  s t i  cs  

s t u d i  es .

4 - 3 . 2  Sou rce s  and C o l l e c t i o n  o f  Data f o r  Cotton
Te>! t i l e  I ndust r  y .

V a r i o u s  s o u r c e s  and techniques,  o f  d a t a  c o l l e c t i o n  have  

been used in  p re s en t  s tudy .  The f a c t u a l  d a t a  f o r  the  s tudy  were  

c o l l e c t e d  from the  Annual S t o r e  Invento ry  L e d g e r ,  o f  the  s e l e c t e d  

s p i n n i n g  m i l l s  o f  Tongi Zone? under BTMC and the  p u b l i s h e d  Annual  

Re p o r t s  o f  BTMC and Annual Aud i ted  Ba l ance  Shc^et & P r o f i t  Loss  

Accounts  o f  the  s e l e c t e d  t e > ; t i l e  m i l l s  d u r i n g  the  p e r i o d  from

1982-1987.  Data have a l s o  be?en c o l l e c t e d  from the  monthly  

Management In fo r mat ion  Systems (MIS)  Repo r t s  o f  BTMC. The da ta  

us€?d in  the  s tudy  a r e  mainly  two ty p es  -- P r imary  da ta  and 

Secondary  da ta .

Re l evant  p r imary  d a t a  r e l a t i n g  t o  p r o d u c t i o n ,  sale?s,  

i n v e n t o r y ,  p r i c i n g  p o l i c y ,  l i g u i d i t y  p o l i c y ,  e t c .  which were not  

a v a i l a b l e  in the  Annual R e p o r t s ,  Audi t  R ep o r t s  and Invento ry  

l e d g e r ,  were c o l l e c t e d  from r e l e v a n t  r e p o r t  f i l e s  o f  the  

r e s p e c t i v e  mi l l s .  and c o r p o r a t i o n s  and by i nt€?r vi ewi ng r e l e v a n t  

e x e c u t i v e  through a de s i g ne d  q u e s t i o n n a i r e . ’ The i r

c o n t e n t s ,  v a l i d i t y  and o b j e c t i v e l y  have been du l y  taken c a r e  o f .
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The Respondents  were Chi e-f/Deputy Chie^ Accountants ,  s a l e s  

managers ,  p r o d u c t io n  (nanagers,  purchase  and s t o r e s  o f f i c e r s  o f  

the  s e l e c t e d  t e x t i l e  m i l l s  and the  Bang ladesh Te> ; t i l e  M i l l s  

C o r p o r a t i o n .  Data r e l a t i n g  to  the  development o-f i n d u s t r y  i t s e l f  

were  c o l l e c t e d  from the  F i r s t ,  Second and Thr id  F i v e  Year  P l an  

p u b l i s h e d  by P l an n in g  Commission,  Government o f  the P e o p l e ' s  

R e p u b l i c  o f  Bang l adesh -  R e l a t e d  da ta  on the  p o s i t i o n  o f  Ind ian  

t e x t i l e  m i l l s  were c o l l e c t e d  -from the  p u b l i s h e d  Re p o r t s  of  Etureau 

of  P u b l i c  E n t e r p r i s e s  and Rese r ve  Bank o f  In d ia  and o the r  

p u b l i s h e d  Research Re po r t s  o f  d i f f e r e n t  S c h o l a r s  in t h i s  f i e l d -

4. '3 .3 So ur ce s  and C o l l e c t i o n  of  da ta  from the
p r i v a t e  s e c t o r  co t ton  t e x t i l e  m i l l s .

For Comparat i ve  st\..idy da ta  have a l s o  been c o l l e c t e d  

from the  three? p r i v a t e  s e c t o r  s p i nn in g  m i l l s  o f  s i m i l a r  s i x e  

which were  d i s i n v e s t e d  to  p r i v a t e  s e c t o r  by BTMC a f t e r  1982.  

Since? there? was on ly  one? Cotton t e^x t i l e  <Spinning m i l l s  in the  

p r i v a t e  s e c t o r  from Tongi Zone o f  Dhaka, (A sh ra f  T e x t i l e  m i l l s  

L t d . ) ,  two o the r  sp i n n i n g  m i l l s  were? selectcsd from o the r  a r e a s .

Secondary  da ta  have been c o l l e c t e d  from the  p u b l i s h e d  

a u d i te d  annual  r e p o r t s  and o the r  r ec o rd ed  s t a t i s t i c s ,  w h i l e  the  

pr imary  d a t a  have been co l lectesd  through p re d e s i g n e d  

q u e s t i o n n a i r e  and pe^rsonal i n t e r v i e w .

Dhaka University Institutional Repository



hO

4 . 3 . 4  tiethods o f  Data C o l l e c t i o n

Data C o l l e c t i o n  methods were c o n f i n e d  to:

1 . L i b r a r y  work;

i i .  I n t e r v i e w  Method; and 

i i i .  O b s e rv a t i o n  Method.

A b r i e f  d e s c r i p t i o n  o f  the  above methods i s  as

f o l  1 ows: --

i )  L i b r a r y  work

In t h i s  method,  d i f fe?rent  j o u r n a l ,  p£?r i odi ca l  s ,  books .  

Government P u b l i c a t i o n ,  Annual Re p o r t s ,  MIS r e p o r t s ,  Aud i t  

repc j rt s  p u b l i s h e d  by BTMC and the  Annual Ba l anc e  She?et and P r o f i t  

and l o s s  a/c o f  the  s e l e c t e d  vJute and T e x t i l e  m i l l s  have been

very  h e l p f u l  in o b t a i n i n g  r e l e v a n t  da ta  and in fo r m a t io n .

i i )  I n t e r v i e w  Method

I n t e r v i e w  method has  bê een used through p>rt:-dc-;'Si gned 

q u e s t i o n n a i r e  f o r  the purpose  of  our s tudy .  fhe r e ason  i s  

o b v i o u s l y  t o  e n a b l e  i.is t o  e s t a b l i s t i  p e r so na l  contact.  wi th ttie

pe r sonne l  to  be i n t e r v i e w e d .  I t  en su res  c e n t p e r c e n t  r e s p o n s e s
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f rom the  r e spondentB.  Thi s  method a l s o  of - ferB an o p p o r t u n i t y  to  

th e  r e s e a r c h e r  to  e x p l a i n  the  i n t e r v i e w  s c h e d u l e s  wherever  they  

a r e  n e c e s sa ry  and thus  ensu res  t o  o b t a i n  c o r r e c t  r e p l i e s .  I t  a l s o  

g i v e s  the  r e s e a r c h e r  an o p p o r t u i t y  t o  d i s c u s s  i n f o r m a l l y  wi th the  

i n t e r v i  e w e e s .

i i i )  O b s e r v a t io n  Method

Th i s  method c o n s i s t s  o-f a c o l l e c t i o n  o f  f a c t s  and f i g u r e s  

through a p u r p o s i v e  venture .  The t e c h n i qu e s  adopted  a r e  (a> Fr6?e 

s t o r y —I n t e r v i  ew and (b )  Maintenarice o f  a D i a r y .  F'ersonnel  

connected d i r e c t l y  or i n d i r e c t l y  w ith the  management o f  

i n d i v i d u a l  Jute  and T e x t i l e  m i l l s  were d i s c u s s e d  at t h e i r  

l e i s u r e  t ime in a s c e r t a i n i n g  the  r e a l  p i c u t r e  and t r u t h  f o r  the  

i n v e s t i g a t i o n  by means of  f r e e  s to ry - - i  n t e r v i  ew.

Maintenance  of  a Di ary  i s  more u s e f u l  by reocrcJing  

s p e c i a l  in f o r m a t io n  which may be omittcfd in the  r e p o r t s  and 

inter- v i e w m e t h o d -

A l l  the  t h r e e  me-?thodsi he lp ed  us t o  ac qu ian t  our se lve j s  

with the  v a r i o u s  a sp e c t s  o f  worf ; ing c a p i t a l  management in the  

s e l e c t e d  Jute  and T e x t i l e  m i l l s  of  Etangladesh Jute  M i l l s  

C o r p o r a t i o n ,  Bang ladesh T e x t i l e  M i l l s  C o r p o r a t i o n  and a l l  the  

s e l e c t e d  p r i v a t e  s e c t o r  j u t e  and co t t on  t e x t i l e  m i l l s  undertaken  

f o r  t h i s  s tudy .
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i

4 . 4  S e l e c t i o n  o-f the  Ind us t r y

Any s tudy on the? problemB a- f - fecting working c a p i t a l  

management shou ld  cover  at  l e a s t  the major i n d u s t r y  o-f the  

count ry  in o rd e r  t o  be r e p r e s e n t a t i v e  o f  the  whole  economy. But 

such a s tudy  c o v e r i n g  the  m£»jor i n d u s t r i e s  i n v o l v e s  an amount of  

• f i e l d  work and r e s o u r c e s  which were beyond our m£?ans. I t  wcxs 

t h e r e f o r e  dec i ded  to  t.£ike two major i n d u s t r i e s  f o r  our  

i nve?st i gat  i on - Bang ladesh have s e v e r a l  i n d u s t r i e s ,  namely.  Ju t e ,  

Cot ton ,  S t ee l  8< E n g i n e e r i n g ,  Sugar  Food,  Chemica l ,  Garments  

l e a t h e r ,  e t c .  S e l e c t i o n  o f  two industr i e^s  out o-f th es e  so man-y was  

a problem in i t s e l f .  I t  was ,  t h e r e f o r e ,  adopted the  f o l l o w i n g  

c r i t e r i a  -for the  purpose  o f  s e l e c t i n g  s pe c i f i c ,  i n d u s t r y  -for our  

s tudy .

62

1 . The i n d u s t r y  shou ld  be  one which i s  a b l e  t o  g i v e  us
a p i c u t r e  o f  good segment of  the  modern s e c t i o n  o f
t. h e C o u r i t. r y ' s  e c o n o m .

i i .  The industr-y shou ld  be one in which both thee Go'vernment
and the  P u b l i c  a r e  v i - t a l l y  i n t e r e s t e d .

i i i .  The i n d u s t r y  shou ld  be one which i s  e;-!p!ort o r i e n t e d
and as  a means f o r  e a r n i n g  f o r e i g n  e>;change to
meet the  c o u n t r y ' s  hi.tge dc^fficit b l a n c e  of  payments.

i-'/. The i n d u s t r y  shou ld  be one which i s  i mport - - subst i  t u t e .

■V. The i n d u s t r y  shou ld  be one? us i ng  modern technolocfy
as  we l l  as  1 abour  ~i ntens i ' ve  o r i e n t e d .

Thc-i j u t e  and co t ton  tt?>:ti le i n d u s t r i e s  o f  Bang l adesh  s a t i s f y  a l l  

t h e s e  c r i t e r i a .  .Jute i n d u s t r y  i s  e s s e n t i a l l y  an e xp o r t  o r i e n t e d  

i n d u s t r y  e a r n i n g  more than 257. f o r e i g n  e>:change,  and i t  employs
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d i r e c t l y  more than 200000 two hundred thousands  wo rk fo rc e  o-f the  

co un t r y .  So ,  the- r o l e s  o-f Bang ladesh  Jute  M i l l s  Co r po r a t i  cm <Ei(J!iC) 

and the  Bang ladesh  Te> ; t i le  M i l l s  Corpor  at  i on < BTMC) and the  

r e c e n t l y  di s i  nvest€?d j u t e  and t e x t i l e  m i l l s  p l a y  a dominant  

p o s i t i o n  in  the  economy o-f the  coun t ry .  But un f or  tu n at e l  y , the  

j u t e  and co t t o n  t€?Mtile i n d u s t r i e s  as  a whole a r e  s u f f e r i n g  from 

low p r o d u c t i v e  e f f i c i e n c y  and l ow / n e g a t i v e  p r o f i t a b i l i t y .  The i r  

f i n a n c i a l  soundnt^ss i s  a l s o  que s t ion ed  by the-:' Government,  

f i n a n c i e r  and Banker and even by the  g en er a l  p u b l i c -  Under the  

c i r c u m s t a n c e s ,  a through i n v e s t i g a t i o n  i s  a must in  a f i n a n c i a l  

s i d e  e s p e c i a l l y  in the  a r ea  o f  Working C a p i t a l  Management. An 

att.£?mpt h a s ,  th e r t j f p r e ,  been made he?re to  make an indepth  study  

i n  the  a r e a  o f  the  Working C a p i t a l  Management o f  Jute  and Cotton  

T e x t i l e  I n d u s t r i e s  under the  E>haka Zone of  BJMC and Tonqi Zone of  

BTMC.

4, 5 Quest  i onnai r e? E>i p 1 ai  ne?d

The q u e s t i o n n a i r e  in the  Annexure-XV c o n t a i n s  f o u r  

s e c t i o n s ,  Schedu le  I i n v o l v e s  Genera l  in f o r m a t io n  about  the  

responde^nts,  in fo rm a t io n  r e g a r d i n g  the  e x i s t i n g  system of  the  

d i f f e r e n t  components o f  i n v e n t o r i e s ,  raw m a t e r i a l s ,  w o r k - i n -  

p r o g r e s s ,  f inishe?d goods  and s t o r e s  and s p a r e s  management. Modern 

t e c h n i q u e s  of  in ve n to r y  c o n t r o l  i . e .  ABC method, E0G3 model ,  

p er p e t u a l  i n v e n to r y  system,  s t a n d a r d i s a t i o n  and v a r i e t y  

redvicti  o n , a r e  p r e v a l e n t  or  no t .  The methods o f  in ve n to r y
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f i n a n c i n g ,  i n v e n t o r y  management and b l o c k a g e  o f  Working C a p i t a l ,  

and optimum l e v e l  o f  e f f i c i e n c y  o f  i n v e n t o r y  r e c e i v a b l e s  and cash  

management have a l s o  been i n c o r p o r a t e d  in the  p r e s e s i g n e d  

q u e s t i o n n a i r e  appended in  s c h e d u l e - I ,  I I ,  I I I ,  IV r e s p e c t i v e l y .

4 . 6  DATA ANALYSIS

T tt e I:) a 5 i c a p p r o a c h i n anal  y t i c a 1 a n d i n t e r p r e t a t i v e i n 

na t u r e .  T h i s  s tudy  i s  l i m i t e d  t o  t ime s e r i e s  a n a l y s i s  and c r o s s  

s e c t i o n  analysis: -  o f  e m p r i r i c a l  d a t a .  In anc':\lysinq the  i n v e n t o r y ,  

modern c o n t r o l  of  in ven to r y  t e c h n i q u e s ,  such a s  ABC method o f  

s e l e c t i v e  i n v e n t o r y  co n t ro l  f o r  s t o r e s  i n v e n t o r y ,  FACT Method

( F i n a n c i a l  A n a l y s i s  Con su l t ancy  Technique )  have a l s o  been used

which f i n d s  out important  f i n a n c i a l  r a t i o s  r e l a t i n g  t o  Working

C a p i t a l  management- On the  b a s i s  o f  r e v i e w  o f  l i t e r a t u r e  and

o b j e c t i v e s  of  the  s tudy ,  v)b  have? used s t a t i s t i c a l  and o the r  

q u a n t i t i v e  methods o f  a n a l y s i s .  To t e s t  the  v a l i d i t y  on the

e f f i c i e n c y  between p u b l i c  and p r i v a t e  e n t e r p r i s e  X t e s t s  have  

a l s o  be?eri used in the  s tudy .

4 .7  !i e t  hi o d s o f A n a 1 y s  i s

The f o l l o w i n g  a n a l y s i s  have been done-;- :

< i ) The r a t i o  tre?nd a n a l y s i s  o f  the  r e l e v a n t  da ta
on working c a p i t a l  d u r i n g  1981 -82 t o  EJ6--87, 
f o r  the  i n d i v i d u a l  m i l l s  have been made-
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( i ; l )  I n t e r - f i r m  compariBon has been made -for the  s p e c i -
•fic r a t i o s  on work ing  c a p i t a l .

( i i i )  The eweraqe r a t i o s  o f  the b i g ,  medium and smal l
m i l l s  hav£? been s t u d i e d  seperatce ly .

( iv> The a v e r ag e  i n v e n t o r y ,  r e c e i v a b l e s ,  ca sh ,  s h o r t 
term inves tments  and advances^ have betsn compared  
with the  Working C a p i t a l  norms o f  the  Tandon 
study group and the  v-jorking c a p i t a l  p o s i t i o n  of- 
I nd i an J ut. e m i l l  s .

<v) The a v e r a g e  in ve n to r y  has be?en compared wi th the
in ve n to r y  norsns o f  'BJMC.

<vi ) F i n a l l y  a compi^ratie a n a l y s i s  on Working C a p i t a l
Management p o s i t i o n  between s e l e c t e d  p u b l i c  and 
P r i v a t e  s e c t o r  m i l l s  have been made by us ing  
FACT METHOD and C h i - s q u i r e  t e s t  d u r i n g  1982-83  
t o  1986-87.
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CHAPTER -  FIVE 

ANALYSIB AND FIWDINGS OF THE STUDY

5.1 INTRODUCTION

The purpose  o-f t h i s  ch ap te r  i s  t o  p re s en t  a c r o s s  

s e c t i o n a l  and t ime s e r i e s  d a t a  a n a l y s i s  and the  r e s u l t  o-f such 

aneilysis- and f i n d i n g s .  I t  was poES-sitale to  o b t a i n  both f inc-incial  

and q u a l i t a t i v e  d a t a  o f  a l l  the  s i x  p u b l i c  e n t e r p r i s e s  in the  

sample cj-f t h i s  r e s e a r c h .  Out of- the  si>; s e l e c t e d  p u b l i c  

e n t e r p r i s e s  3 were j u t e  m i l l s  and 3 were co t ton  t e x t i l e  m i l l s .

T h i s  chapte r  comp r i s es  major f i v e  s e c t i o n s  o-f which  

s e c t i o n  5 . 2  i s  an a n a l y s i s  and f i n d i n g s  o f  the  t h r e e  s e l e c t e d  

j u t e  m i l l s  on the  b a s i s  o-f Aud i ted  Ba l ance  Sheet  and F ' r o f i t  & 

L oss  Account d u r i n g  19Sl--f32 t o  1986-87.

Fu r the r  i n s i g h t s  i n t o  work ing  c a p i t a l  management o-f j u t e  

m i l l s  a r e  p ro v id e d  in s e c t i o n  5 . 3  where c r o s s  s e c t i o n a l  a n a l y s i s  

a r e  presente?d wi th r e f e r e n c e  to  above a t t r i b u t e s -

'Section 5 .4  p r e s e n t s  the ans i l y s i s  on work ing  c a p i t a l  

managemeent and - f ind ings  of  s e l e c t e d  co t ton  m i l l s  on the  basi-is ot 

t.imE> s e r i e s  da ta  as  c o l l e c t e d  from Aud ited  annu£il Ba l ance  Sheet, 

and P r o f i t  & Los s  account from 1982-83 to  1986--87.
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Fu r t h e r  i n s i g h t s  i n t o  the  working c a p i t a l  management of  

the  sec l ec tec l  co t ton  t e x t i l e  m i l l s  are  p ro v i d ed  in  s e c t i o n  5 . 5  

where c r o s s  s e c t i o n a l  a ina lys i s  a r e  p resented  with r e f e r e n c e  to  

working  c a p i t a l  management. S ince  the present,  s tudy  f o c u s e s  on 

both the  i n d u s t r i e s ,  t h e i r  a n a l y s i s  and f i n d i n g s  a re  p re s en t ed  

s  i m u 11 a n e o u s  1 y .

67

Data c o l l e c t e d  from Pr imary  and Secondary  s o u rc e s  fay i )  

L i b r a r y  work,  l i )  I n t e r v i e w  Method and i i i )  O b s e rv a t i o n  Method 

have been p ro c e s s e d  through manua l ly  us ing  FACT METHOD, ABC model  

o f  in v e n t o r y  a n a l y s i s .  S t a t i s t i c a l  method,

and Ch i - - s qu i r e  t e s t .  Th i s  s tudy  i s  mainly l i m i t e d  to  the  t ime

s e r i e s  a n a l y s i s  and c r o s s  s e c t i o n  an£\lysis o f  e m p r i r i c a l  da ta

compared wi th  s p e c i f i c  in v e n t o r y  and r e c e i v a b l e s  and cash norms

o f  Bang l adesh Jute  Cotton t e > : i l e  m i l l s  Cor por a t  i ons ,  and the

working  c a p i t a l  p o s i t i o n  o f  Ind ian  j u t e  m i l l s .  Data have a l s o

been compared w ith  the  s p e c i f i c  working  c a p i t a l  norms p r e s c r i b e d

1
by the Tandon s tudy  group o f  the  Rese rve  Bank of  In d ia .

1. Shr i  Prakash Tandon -  Report  o f  the s tudy  group to  frame  
g u i d e l i n e s  f o r  f o l l o w - u p  o f  Bank C r e d i t .  F-^eserve E<ank of  
I n d i a ,  Bombay, 1975.
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Ta b l e  b . 1 Pe rc e n ta g e  o f  Working C a p i t a l  t o
t o t a l  c a p i t a l  eniployed in the  j u t e  
m i l l s  du r i ng  1981-82 to  1986-87.

Y e a r s JUTE MILLS Average  of  
t h r e e  m i l l s

LBJM KJli NBJM

1981-82 84.90 84.69 78.02 82.54

1982-83 86.37 85.33 79.36 83.69

1983-84 81 . 25 88. 79 85.06 85.03

1984-85 87. 12 90. 70 91 . 08 89.63

1985-86 92. 45 88. 05 92. 53 91 . 01

1986-87 90.97 84.63 98.00 89 .53

Aver age  
o-f si>! yr

87,  12 
s .

87 .03 86.50 86.90

Source ;  Appendix 1 ,11,  I I I (FACT SHEET, Ba l an ce  Sheet
I n f o r m a t i o n ) .

To ta l  a s s e t s  has  been t r e a t e d  as  Tota l  c a p i t a l  
emp1o y e d .

-y

fatale 5.1 P o r t r a y s  thett the  a v e r a g e  p e r c e n t a g e  o f  the  work ing  

c a p i t a l  employed i s  a l a r m i n g l y  as  hicjh as  86 .90  o f  a l l  t h r e e  

s e 1 e c t e d m i l l s  d i t r i n g t h e p e r i o d i t rider b 11.( d y , T hi e a v e f a q e 

p er c e n ta g e  o-f working c a p i t a l  t o  t o t a l  c a p i t a l  empjloyed was  

h i g h e s t  in  the? b i g  mi l l  i . e .  87 .12 w h i l e  the  same was 87.03 and 

86.50  in the  medium and smal l  m i l l s  r e s p e c t i v e l y  d u r i n g  the  

p e r i od  under s tudy -  The p e r c e n t a g e  o-f work ing  c a p i t a l  t o  t o t a l  

c a p i t a l  employed in the  i n d i v i d u a l  m i l l s  had an i n c r e a s i n g  t r end
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^rom the ba s e  yea r  (1981--92) t o  the  cu r r e n t  year  (1986--87) .  The 

above  a n a l y s i s  throws  si.t-f f i c i ent  l i q h t  t o  the  -fact tha t  compared  

t o  the  t o t a l  c a p i t a l  employed,  t h e r e  has  been a h i ghe r  r a t e  o f  

i nv£?stffient in  the  Working C a p i t a l  in alrfiost a l l  the  s e l e c t e d  

u n i t s  of  the  BJMC, Dhaka Zone,  d u r i n g  the  p e r i o d  -from 1981-S2 to  

86-87.  T h i s  be?ing the  s i t u a t i o n ,  a thrc«ugh i n v e s t i g a t i o n  in  the  

matter  o f  inves tment  and u t i l i s a t i o n  of  Working C a p i t a l  i s  

cons i  dE'red to  b e an urgent  n e c s s i  t y .

N.B:  LBJM = L a t i f  Bawany Jute  m i l l s .  

KJIi = Karim Jute  m i l l s .

NBJM= Nabarun Jute  m i l l s .

T a b l e  5 . 2  Turnover  o f  Wc«rking C a p i t a l  in the  
s e l e c t e d  j u t e  m i l l s  d u r i n g  1981--82 
to  1986-87

Year s JUTE MILLS Av£?rage of
---------------------- .......... -...................... ...—...... ..... t h r e e  m
LBJM KJM MBJM

1981--82 1 . 30 1 . 42 1.21 1 .31
1982-■83 1 . 57 1 . 79 1.17 1 . 51
1983-84 1 .84 1 . 34 1 . 02 1 . 40
1984-85 1.41 1 . 23 0. 81 1. 15
1985-86 1.14 1 . 37 1 . 07 1.19
1986-87 1.23 1 . 32 1. 05 1 . 20

Average 1 .42 1 . 4 1 1 . 05 1 .29
of  si;-: y rs .

Source :  Ap p en d i x -  I , I I , &  I I I  Ba l ance  Sheet In fo rm at i on  of  
FACT SHEET.
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T a b l e  5 .2  d e p i c t e  tha t  the  a v e r a g e  tu rnov e r  o-f Working C a p i t a l

v a r i e s  from 1.15 timeB to  1.51 t imes  in the  i n d i v i d u a l  select.£?d

u n i t s  o f  BJMC, Dhaka Zone. On an a v e r a g e ,  the  i n d u s t r y  tu rno ve r

i s  1.29 t imes  a s  a g a i n s t  a tu rn ove r  o-f 2 .54  t im es  in the  Jute

m i l l s  of  I n d i a  du r i ng  1977--8a. The av e r age  tu rn o ve r  o f  Working

C a p i t a l  shou ld  be 1.81 on the  b a s i s  of  r e a s o n a b l e  curre?nt a s s e t s

o f  the j u t e  m i l s  as  per  the  Working C a p i t a l  norms o f  Tandon Study

Group o f  the  Reserve  Bank o f  In d ia  dur i ng  the  p e r i o d  under s tudy

< Anne>:ure--X I 11) - Compared t o  above? norms, a l l  the  s e l e c t e d  j u t e

m i l l s  o f  BJMC, Dhaka Zone,  had much lower  tu rn o v e r  o f  Working
1

c a p i t a l .  H a b i b u l l a h  , in  h i s  s tudy  of  the  p r o f i t a b i l i t y  in the  

j u t e  i n d u s t r y  o f  Bang l adesh ,  mentioned th a t  h i g h e r  the  tu rn ove r  

o f  Working C a p i t a l ,  h i g he r  would be i t s  p r o f i t a b i l i t y ,  i n d i c a t i n g  

b e t t e r  e f f i c i e n c y  in  use s .  So the  d e c l i n e d  t u r n o v e r  o f  work ing  

c a p i t a l  r e v e l s  tha t  the  j u t e  m i l l s  f a i l e d  t o  have^ e f f i c i e n c y  in  

the  uses  o f  work ing  c a p i t a l .

1. lid. H a b i b u l l a h ,  I b i d  p5
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Y ea r s

T a b l e  5 . 3  Pe re c e n ta g e  of  in ven to r y  to  Gross
working c a p i t a l  i rt the  s e l e c t e d  m i l l s  
dur ing  1981-82 to  i 9 Q h - & 7 .

LBJM

JtJTE MILLS 

KJM NBJM

Average  
of- t h r e e  
m i l l s

1981--82
1982-83
1983-•84
1984-85
1985-86
1986-87

65.94  
67.  12 
70. 10 
75.51 
75.63  
69.88

Average  70.69  
o f  si>; y r s .

60. 10 
59.54  
57.95  
75, 18 
66,45  
55.18

62. 40

68.20  
59. 77 
68. 10 
65. 78

62.86

61.83  
64. 95 
62.61  
72.93  
69. 29 
60. 29

Source ;  Anne>:ure- I I I  I I I  Ba l ance  Sheet In fo rm at i on  of  
FACT Method.

A g a l a n c e  at  Tabic? 5 . 3  i n d i c a t e s  that  the  i n v e n t o r i e s  occupy a 

fliajor p r o p o r t i o n  of  the Working Ce-ipital th a t  have been in v e s t e d  

in  the  d i f f e r e n t  s e l e c t e d  u n i t s  o f  the EtJMC d ur i n g  the  p e r i o d  cif 

s tudy .  A l ook at  the  t a b l e  f u r t h e r  shows th a t  among the  s e l e c t e d  

u n i t s ,  L a t i f  Efawany Jutt? m i l l s  had the  high£?st p e r c e n t a g e  of  

i n v e n o t i r e s  to  g r o s s  work ing  cetpi t a l  ( 70 .69 )  , w h i l e  Karim Jute  

m i l l s  had the  l owes t  perc€?ntaqe o f  the  same ( 6 2 , 4 0 ) .  The average? 

p e r c e n t a g e  of  i n v e n t o r i e s  o f  the  Nabarun Jute  m i l l s  was 62 .06.  

However,  the? percentage? o f  i n v e n t o r i e s  to  Working C a p i t a l  o f  a l l  

the  m i l l s  was 65.32.  Thus we f i n d  that  in  a l l  the  c a s e s  the  

p e r c e n t a g e s  o f  i n v e n t o r i e s  t o  Working C a p i t a l  a r e  ve r y  h i gh and 

n a t u r a l l y  i t  cou ld  be i n f u r r e d  t h a t ,  because  of  the  hi gh  

pc?rcentage o f  investment  in i n v e n t o r i e s ,  a cons-.i der abl  e fund has  

been b l oc ke d  up in  i n v e n t o r i e s  which might a f f e c t e d  the  l o n g 

term p r o f i t a b i 1i t y  o f  the  s e l e c t e d  j u t e  m i l l s  under s tudy .
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5.4 P e r c e n t a g e  of  Accounts  R e c e i v a b l e s  
( T rade  d e b o t s )  t o  Gr oss  Working  
C a p i t a l  du r i ng  1981-82 to  8^ -87 .

7 :

Y e a r s

LBJM

JUTE MILLS 

KJli MBJM

Average  
o f  t h r e e  
m i l l  s

1981=82
1982--83
1983--84
1984-85
1985-86
1986-87

12.84
12.48  
12.78
9.77  

13. 10
11.48

Average  12'!, O 
o-f si>: y r s -

19.73  
16.83  
11 . 48 
8.67  

17.64 
1 4. 94

14.88

22.99
16.25 
22. 09 
16.48
17.25  
1 1 . 55

17. 76

1 cS.
15. 19 
15.45  
1 1 .64 
15.99 
12.66

14.91

Source :  Anne>;ure- I  I I  & I I I  Etalance Sheet In fo rm at i on  
o f  FACT METHOD.

j

T a b l e  5 . 4  r e p r e s e n t  the  p e r c e n t a g e  r e l a t i o n s h i p  between the

r e c e i v a b l e  and the  Working C a p i t a l .  The a v e r a g e  p e r c e n t a g e  o-f

r e c e i v a b l e s  to  Working C a p i t a l  was 14.91,  w h i l e  the  a v e r a g e

p e rc e n ta g e  o-f r e c e i v a b l e s  t o  Working C a p i t a l  was the  h i g h e s t  in

the  Nabarun Jute  M i l l s  ( 17 .76 )  w h i l e  the  same was the  l owes t  in  

the  Lati - f  Etawany Jute  m i l l s  ( 1 2 . 0 8 ) .  Accor idng  t o  some e x p e r t s  

and in the  op i n io n  o-f m i l l s  management, t r a d e  d e b t o r s  shou ld  be a 

maximum o-f 10 p e r ce nt  o f  t o t a l  cu r r e n t  a s s e t s .  Compared to  t h a t ,  

t r a d e  d e b t o r s  was e x c e s s  by about 5 percent  in the  s e l e c t e d  m i l l s  

du r ing  the  s tudy  p e r i o d .  Norma l l y  the  L e t t e r  o f  C r e d i t ( L C )  p e r i o d  

i s  30 days .  But the  av e r ag e  c o l l e c t i o n  p e r i o d  was found 35,  41

£ind 64 days  in  the  s e l e c t e d  j u t e  m i l l s  d u r i n g  the  p e r i o d  of  

s tudy .  However,  r e c e i v a b l e s  management was found i nĉ f̂ f i ci  t-?nt in  

the  j u t e  m i l l s  ( s ee  an nexure -  I ,11  & I I I ) .
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T a b l e  5 . 5  Percent.ac5e o f  t o t a l  r e c e i v a b l e s  to  
GroBE- Working C a p i t a l  o f  the  
s e l e c t e d  m i l l s  du r i ng  1931-82 to  86-87

Y e a r s  JUTE MILLS Average
------------------------------------------------------------------------------------ Qf th r e e
LBJM KJM m i l l s

1981-82 32 .90 39.32 36.88 36,37
1982-83 31.61 36.99 29.30 32.63
1983-84 30.31 25.17 37.98 31.15
1984-85 23.51 23.37 28.50 25 .13
1985-86 24 .09 30.03 33.13 29.08
1986-87 29.37 39.73 40.54 36.55

Average  28 .63 32,26 34.39 31.82
o-f si>! y r s .

Source :  Ann ex ure - I  , I I  8< I I I  Ba l ance  Sheet  In fo rmat i on  
o f  FACT Method.

7'3

T a b l e  5 . 5  i n d i c a t e  tha t  i n d s u t r y  a v e r ag e  p e rc e n ta g e  o-f t o t a l  

r c e i v a b l e s  to  Working C a p i t a l  was 3 1 . S2. The av e r a g e  p e r c e n t a g e s  

o-f the  same o f  th e  LBJM, KJM and WBJM were 28 .63 ,  32.26 and 34.39  

r  e spec t  i ve l -y . The a’verage  p e rc e n ta g e  of  r e c e i v a b l e s  'to t o t a l

working c a p i t a l  was 20.24 in  the  Ind ian  Jute  M i l l s  du r i ng  1977.

78. Th i s  i n d i c a t e s  tha t  t h e r e  was e xce ss  r e c e i v a b l e s  in the  

s e l e c t e d  j u t e  m i l l s  du r i ng  the? p e r i o d  under s tudy .

Out o f  the  t o t a l  r e c e i v a b l e s  of  about  32 p e r c e n t ,  17 

percent  was blocke?d in ad'vancc-r-s- Most o f  the  ad-'/ances were? found  

in  the form s a l a r y  and wages ,  f l o o d  and c-yclone r e l i e f ,  house  

b u i l d i n g  e t c .  c o n s i t u t e d  major p o r t i o n .  Accord ing  t o  managem£-:-nt , 

n i ne ty  p e rcen t  o f  ad->/ances were  a r r e a r s  and l ong  ove rdue .  Th i s  

overdue advances  to  worke r s  in  l a r g e l y  due to  i n e f f i c i e n c y  o f  

management, and p a r t l y  due to  leeway g i v en  to  worke r s  un ions  b-y
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the Government f o r  p r e s s u r e  o-f union and s o c i a l  l e a d e r s ,  some of  

them have become p o l i t i c a l  l e a d e r s .  Sometimes,  management a re  

h e l p l e s s  to  r e a l i s e  advances .  The i n d i s c i p l i n e  in ca s e  of  s t r o n g  

a c t i o n ,  means gheraow o f  the  s e n i o r  ent t? rp r i se  e x e c u t i v e s .

74

T a b l e  5 . 6  Pe rc e n ta g e  o-f Cash to  t o t a l  G ross
work ing  c a p i t a l  of- the  s e l e c t e d  m i l l s  
d u r i n g ' t h e  p e r i o d  1991-82 t o  86-87.

Y ea r s

L.BJM

JUTE MILLS

KJM NBJM

Average  
of  ttircfe? 
m i l l s

-(

1931-82
1902-83
1983-84
1984-85  
1935-86  
1986-87

1 . 16
1 .25  
O. 77 
0 . 66 
0 .83  
O. 76

Average  0.91  
of  si>; y r s .

0.59  
3.45
1. 18 
0 . 36 
3.52  
5. 09

2.37

3.62  
2.49  
2.24  
3 . 00 
1 .09
3 .63

2 . 68

1. 79 
2.40  
1 . 40 
1. 34 
1.81 
3. 16

1.99

Source :  Anne>:ure-1 , 1 1 I l l  B a l ance  Sheet In- formation o-f 
FACT Method.

Ta b l e  5 . 6  d e p i c t s  th a t  the  a 'verage p e r c e n t a g e  o-f cash to  Working  

C a p i t a l  was onl-y 1-99 o-f the  s e l e c t e d  u n i t s  under stud'/.  The 

avc^rage p e r c e n t a g e s  o-v- Cash o f  LBJM, KJM and NBJM were^ 0 , 9 1 ,  2 .37  

and 2 .68  r e s p e c t  i'vtjl-y du r i ng  1981 -82 to  19S6~87. The p e r c e n t a g e  

o-f Cash t o  Working C a p i t a l  was 4 .48  in c a s e  o f  Ind ian  Jute? M i l l s  

du r ing  1977-78.  Accord ing  to  some A u t h o r i t i e s  l i k e  P r o f e s s o r  

Nicjam o-f In d ia  cash in a we l l  -financ€?d Compan-'/ shou ld  not be? l e s s  

than 5 to  10 p e r ce nt  o f  Working C a p i t a l .  Compeared to  t h i s  the  

p£?rcentage o-f cash to  Working C a p i t a l  was -yery much low in the  

s e l e c t e d  u n i t s  o-f j u t e  m i l l s .
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7 Invento ry  in  terms of  months Cost  o-f 
Product  iori in the? Jute  m i l l s  d u r i n g
1981--82 to  1986--87.

Year!
JUTE MILLS

LBJM KJM NBJM

Average  
o-f t h r e e  
mi 11 £

1981-82
1982-83
1983--84
1984-85
1985-86
1986-87

6.61  
6 .25  
3. 72 
8 .48  
8. 59 
6.92

Average  6 .76  
o+ si>! y r s .

6. 58 
5.51 
8. 48 
B.41 
7.55  
4,81

6.89

8. 71 
10.89
8. 72 

2 1 . 83 
10. 76 
6.09

11.1 7

7. 30 
7.56  
6.97

12.91
8. 97 
5. 94

8. 27

Source :  Anne>;ure~I , I I  I l l  B a l ance  Sheet  In fo rm at i on  of  
FACT Method.

.  ̂
-y

T ab le  5-7  shows th a t  the  a v e r a g e  in ve n to r y  in terms of  month ' s  

co s t  of  p ro d u ct io n  was 8 . 2 7 ,  which seems t o  be ve ry  h i gh d u r i n g  

the  pcjriod o f  s tudy .  The a v e r ag e  in ve nt o r y  in  terms of  the  months 

co s t  of  p ro d u ct io n  was h i g h e s t  in the WBJM 11.27 w h i l e  it. i s  the  

in  LEtJM 6 .76 .  Wh i l e  i n v e n to r y  in terms of  months co s t  of  

pro d u ct io n  shou ld  be 2.74 a c c o r d i n g  to  the in v e n t o r y  ncjrms o f  the  

Tandon Study Group <Appendix X I I I )  Cif  the  Rest?rve E<ank of  I n d ia .  

In vento ry  in terms of  months c o s t  o f  P r odu ct io n  was 3 .18 in the

I n d i a ri J u t e m i l l s  d i \ r i r i g 19 7 7 -7  8.

However,  average? i n v e n to r y  in terms o f  the-? months Cost  

of  P ro du ct io n  i s  i n c r e a s i n g  a l a r m i n g l y  in a l l  the  s e l e c t e d  u n i t s  

d ur i n g  the? pericid under sutdy  i . e .  from 19£.il-82 to  1986-87.
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Tab le  5 . 8  Inven to ry  tu rnov e r  r a t i o  in the  s e l e c t e d

I h

r Y e a r s

Jute  m i l l s  du r ing  1981-

JUTE MILLS 

LBJM KJM NBJM

82 to  86-87

Average
- --- ----------  o f  t h r e e

mi 11 s

1981-81 1 .82 1.82 1 .37 1 . 67
1982-83 1 .92 2.17 4. 58 2.89
1983-- 84 3. 22 1.41 1. 37 2.00
1984-85 1.41 1 - 43 0.54 1. 13
1985-86 1 .40 1. 59 0.52 1.17
1986-87 1 . 73 2. 49 1.97 2.06

>
Avera ge  1.91 
o f  si>! y r s .

1.82 1. 73 1.82

Source : Annexure I , I I  
of  FACT Method.

111 Ba l anc e  Sheet In fo rm at i on

T a b l e  5 . 8  indicates i  th a t  the  t o t a l  av e r ag e  in v e n t o r y  tu rno ve r

r a t i o  had a d e c r e a s i n g  t r e n d .  The ave rage  in v e n t o r y  tu rno ve r

r a t i o  was 1.82 f o r  a l l  the  s e l e c t e d  j u t e  m i l s  under the  p e r i o d  o f  

s tu dy ,  w h i l e  the  ave ra ge  in ve nt o r y  tu rno ve r  r a t i o  o f  the  

i n d i v i d u a l  m i l l s ,  namely LBJH, KJM, NBJM were 1 .91 ,  1 . €>2 and 1 . 7’3 

r e s p e c t i v e l y .  The normal in v e n t o r y  tu rnov e r  r a t i o  shou ld  be 4 .29  

d ur i n g  the  p e r i o d  undt?r s tudy  as  determined by the  i n v e n to r y  

norms o f  the  Tandon Study Group o f  the  Rese rve  Bank of

Indi  a ( Anne>:ure- X I l l ) .  Howc?ver , the? ave rage  i n v e n to r y  tu rno ve r

r a t i o  was ve ry  low compared t o  the  norms o f  the  Tandon Study  

Gr oup .
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T a b l e  5 .9  Cur rent  R a t i o  in the  S e l e c t e d  ju te  
m i l l s  du r in q  1981-82 to  1986-87

JUTE MILLS Ave rage

LBJM KvTM WBJI-1 m i l l s

1981-82  1 .4 0  0 . 7 3  1 .75  1 .29
1982-83  1 .6 2  0 . 9 8  2 .01  1 .54
1983” 84 2 . 0 0  1 .10  1.61 1 .57
1984-85  1 .34  O.9 3  1 .23  1 .17
1985-86  0 . 9 5  0 . 7 6  1 .00  0 . 9 0
1986-87  0 . 8 8  0 . 6 8  0 . 9 9  0 . 8 5

Average  1,37 0 .86  1.43 1.22
o-{- Bi >: y r s .

Source :  Anne>;ure- I  , 11 I l l  Summary Sheert o f  FACT Method

T a b l e  5 . 9  d e p i c t s  the  i n d u s t r y  ave?rage o f  c u r r e n t  r a t i o  which w*as 

on l y  1 :22 :1  f o r  the  s e l e c t e d  u n i t s  f o r  the  p e r i o d  under s tudy .  

The av e r ag e  c u r r e n t  r a t i o  was 1 ,37 ,  0 ,86  and 1.43 in  the  LEtJM(big 

m i l l ) ,  KJM<medium m i l l )  and NBJM(smal l  m i l l )  r e s p e c i t v e l y . 

T r a d i t i o n a l l y  2:1 Currc?nt r a t i o  i s  taken as  s a t i s f a c t o r y  s ta n da rd  

f o r  the l i q u i d i t y  and so l v e n c y  of  the  f i r m .  The same id ea  was  

endorsed  by e x p e r t  a u t h o r i t i e s  l i k e  Mye?r , Pandey,  Kuchal  , 

Ramawoorthy,  Mishra  and o t h e r s .  However,  the? averaqe; cu r r e n t

r a t i o  f o r  a l l  the  s e l e c t e d  j u t e  m i l l s  was l e s s  than 2:1 f o r  a l l  

the  p e r i o d s  under s tudy  <1981-82 t o  1986-87) .

3, I b i d .
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Tabl  e 5 .10  Li qui d Rat i o 
M i l l s  du r i ng

in the  S e l e c t e d  
1981-82 to  1986-

78

Jute  
-87 .

Y ea r s JUTE MILLS Average

LBJM KJM MBJM mi 11s

1981-82 0. 47 0. 29 0. 71 0. 49
1982--83 0. 53 0. 40 0.64 0.52
1983-84 0 .62 0.29 0 .65 0. 52
1984-85 0. 32 0.22 0. 38 0,31
1985-86 0. 24 0 .25 0. 3̂ 4 0. 28
1986-87 0.27 0. 31 0. 43 0. 34

> Average O. 40 0,29 0. 53 0.4  1
o-f s i x  yr s.

Source :  Anne>:ure--.I , 11 & I :i I SUMMARY SHEET OF FACT METHOD

Tab le  5 ,10  indicates; ,  tha t  the  av e r a g e  l i q u i d  r a t i o  a l l  the  

s e l e c t e d  ju te  m i l l s  was 0,41 d u r i n g  1981-82 to  1986 -87 ,which i s  

much be low  the  s tan dar d  r a t i o  o f  1 :1.  The hiqhtest r a t i o  -found

0 .53  in NBJM ( smal l  m i l l s ) ,  w h i l e  i t  was the  lowest. 0 ,29  in KJM 

(medium m i l l s ) .  The a v e r ag e  l i q u i d  r a t i o  was 0 .40  in LEtJM ( b i q  

m i l l s ) .  The a v e r ag e  l i q u i d  r a t i c i  in  the  j u t e  m i l l  

would be O.Ei4:l  accc<rding to  the  recommendation o f  the  Tandon 

Study group* o f  the  Rese rve  E-iank of  Indiai- Compared to  t h i s ,  the  

a V  e r age 1 i q u i d i t y r a t  i o c ;> f 11 i e s e 1 c t e d j  i..\ t e m i l l  s. w a s tt i g f t 1 y 

a d v e r s e  d ur i n g  the  study p e r i o d .
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T a b le  5.11 Cost Breakdown r a t i o  o f  the  s e l e c t e d  
Jute  Mi l ls ,  du r i ng  1982--8'3 t o  1986-87,

LATIF BAWANY JUTE MILLS (L.BJM)
Y ea r s

y. y. y. y. 7.

Mat . L a b . Prod. Admn. S e l 1i ng
cos t cos t ovE'rhead E>: pn . E;:pn.

1982-83 39. 34 27.80 14.80 1.63 2.71
1983-84 78.92 30.98 12.92 1. 55 2. 38
1984-85 35. 43 29. 15 11.27 1. 15 1 . 76
19S5--86 39.00 36.00 6. 20 O O jL..L. . X-d 1. 75
1986-87 39.58 39.66 15.36 1 . 39 1. 79

Aver age 46. 45 32. 78 12.11 1. 87 1 .87
o-f 5 y r s .

- ..-....- .... - - .... ..... - .... ........ -------------- ----- -...---------- ----------- ------------

-------------------------------- ----------------
KARIM JUTE MILLS(KJM)

----------------- ----------- ----------

Y e a r s ......-... ...... .. - .... ............................-.... ................ ....... - ... ................-... .. ........................ ......- ........ ..................................
V y. y. y. y.

Mat . L a b . P r o d . Admn. S e l 1i ng

..

cos t cos t overhead E>',pn.

1982.83 34.22 25.38 15. 46 1. 80 4,21
1983-84 37. 74 29. 21 11 .84 1.69 3. 25
1984-85 54. 98 26. 1 1 8. 91 2.52 1.97
1985-86 35-95 32. 37 10.57 3.28 2. 35
1986-87 39. 35 45.88 14. 78 3. 22 . 76

Average 39.64 31 . 78 12. 31 2.50 3,10
o f  5 yri5  .
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NAEifARUhJ JUTE MI LLS ( NBJM)
Yea r s

■/.
Mat.
cos t

7.
L a b . 
cos t

P r o d . 
over  t"tead

7.
Admn. 
E>;pn.

7.
S e l l i n g  
E>:pn.

1982-83 37 .81 37 . 16 8 . 13 7 .0 7 2 . 30
1983-84 3 8 .6 6 36. 69 26 . 00 NA 2 . 78
19eW-85 3 4 .4 2 28 . 14 2 3 .4 3 NA 1 . 74
1985-86 3 6 -8 6 3 2 .5 7 1 1 . 24 2. 32 1 . 98
198^j-87 z<a. 3;o 38. 75 1 4 . 98 NA 2. 31

A ver  age 37.21 34. 66 16. 75 1 .8 7 2.22
of  5 y r s

The t a b l e  shows the  p e rc e n ta ge  o-f c o s t  o-f m a t e r i a l ,  

l a b o u r ,  p ro d u ct io n  ove rhead ,  a d m i n i s t r a t i v e  and s e l l i n g  expense^s 

in  r e l a t i o n  to  s a l e s  in the  s e l e c t e d  m i l l s  d u r i n g  the  p e r i o d  o-f 

s tudy .

The - f ind ings  show th a t  co s t  o i  m a t e r i a l  was h i g h e s t  in  

b i g  m i l l ,  w h i l e  the  cos t  o f  l a b o u r  and p r o du c t io n  overhead  were  

high£?st in smal l  Wabarun j u t e  m i l l s .  The avcerage cos t  o f  s a l e s  of  

a l l  the  m i l l s  was about  93 p e rcen t  of  s a l e s .  These l e a v e s  a ve ry

1 i 111 e margin o f p r c:i f i t i n t h e e 1 e c ted  j u t  e m i l l s .
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5 . 3  The f o l l o w i n q  a n a l y s i s  and - f ind ings  have been p re s en t ed  on

the  pr e —dcssi qned q e s t i o n n a i r e  schedule - - !  t o  IV as  shown in

'  anne>!ure X V. The answers  o-f r e sp ond en t s  of  the  s e l e c t e d  p u b l i c

s e c t o r  j u t e  m i l s  o f  Dhaka Zone and the ESanql adesh Jute? M i l l s  

C o r p o r a t i o n  a r e  p re sen te d  in the  f o l l o w i n q  t a b l e s .  f 'welve 

e x e c u t i v e s  were  in te r v i e w e d  who were d i r e c t l y  r e l a t e d  to  wciriiing 

c a p i t a l  management. Out of  the  12 e> :euc i tves ,  3 o f  them were Head 

o f  e n t e r p r i s e s ,  and 9 were head o f  accc<unts. The r e s u l t  o f  the  

a n a l y s i s  and the  f i n d i n g s  o f  the  s tudy  on the  b a s i s  o f  p r imary  

dE(ta a re  d e s c r i b e d  be low:

ta b l e  5 .12  D i s t r i b u t i o n  of  Respondent ac c o r id n g  t o  Age

Age Frequency

30-40 y r s  3
40-50 " a

\ 50-60 " 1
60 y r s .  over  None

Total  12

I t  ap pea r s  from the  t a b l e  5 .13  , tha t  out o f  the  12 e x e c u t i v e s  in  

the  sel€?cted ,3ute  m i l s  and BJMC a maximum of  8 b e l ong ed  t o  the  

 ̂ age  group o f  40-50 yrs , . ,  b6?longed to  30-40 y e a r s  and on l y  1 was

in the? age group of  50-60 y e a r s .  Most o f  the  r e sp ond en t s  were  

c h i e f  e x e u c t i v e  and c h i e f  ac c ou nt an ts  o f  the  s e l e c t e d  j u t e  m i l l s  

and the  Contro l  le?r o f  Accounts  and financt? o f  the  Etangladesh Jute? 

M i l l s  Cor p or a t i on .

 ̂ The f i n d i n g s  show th a t  most o f  the  respjondnets  have

long  e x p e r i e n c e  in t h e i r  p ro f e s s i c jn  and a r e  midd le  aged.
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T a b l e  5 .13  D i s t r i b u t i o n  o-f r e sp ond en t s  on the  
Lack o f  Working C a p i t a l  P o l i c y .

Op in ion  o f  Respondent;

1. Agree

2. S t r o n g l y  a g r e e  

~S. D i s a g r e e

4. S t rong  1 y di sacjrc^e

5. Undecided

Total  -f r e q u e n c: y 

9

2

1

Mon e 

Mone

Pe rc e n ta g e

75.00  

1 7.00  

8. 00

Tota l 12 100.00

In r e p l y  t o  a q eus t i on  whether l ack  o f  p o l i c y  i s  a f f e c t i n g  

Working Capj ital  management prob lem in the  s e l e c t e d  P u b l i c  s e c t o r  

j u t e  m i l l s ,  75 pe rce nt  r e sp on d en t s  agreed  t o  the  qentstion,  17 

pe rce nt  s t r o n g l y  a g r ee d ,  w h i l e  on ly  8 pe rcent  d i s a g r e e d .

T hi e f i n d i n q s  c o fi -f i r nt t hi a t 1 £\ c k o f p r  op e r p o l i e  y i 

a - f f ec t in g  work ing  c a p i t a l  prob lem in the s e l e c t e d  jute? m i l l  

d u r i n g t e p e r i c:< d o f s t i.i d y .

T a b l e  5 .14

Opi ni on of  Respondents

1. Agree
2. S t r  o n g 1 y a g r e e
3. D i s a g r e e
4. S t r o n g l y  d i s a g r e e
5. Undecided

D i s t r i b u t i o n  of  Respondents  on the  
l a ck  o-f p rope r  i n v e n to r y  management

Tota l  f r equency

9
1
2
Nofie
Mofte

P e rc e n ta g e

75.00  
8 . 00

17.00
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In r e p l y  to  a q u e s t io n ,  whether l ack  o+ p rope r  in ven to r y  

(Tianagement was r e s p o n s i b l e  for  working c a p i t a l  ntanagedient , 75

p e r c e n t  r e spondnet  a g r e e d ,  8 p e r ce nt  s t r o n g l y  ag reed  and the  r e s t

17 pe rce nt  disagree?d to  the  questicin.

The - f ind ings  show th a t  about S3 pe rc e nt  re spondent  

confirfTted th a t  l ack  o-f p rope r  inve?ntory nianagemenit is. r e s p o n s i b l e  

f o r  the  l ack  o f  p rope r  working  c a p i t a l  management. Th i s  f i n d i n g s  

n e c e s s i a t e s  a pjroper p o l i c y  gu ide l inces  or model fc<r b e t t e r  

i n ven to r y  management in the sele?cted p u b l i c  s e c t o r  j u t e  m i l l s  in  

p a r t i c u l a r  and j u t e  i n d u s t r y  in gEnie^ral .

T a b l e  5 ,15  Showing the  d i s t r i b u t i o n  of  r e sp ond en ts  
on the  qu es t io n  o f  l ack  o f  p rope r  
Accounts  R e c e i v a b l e  tianagement.

Opinion o f  Respondent

1 . A g r e e
2.  St  r or I g 1 y a g r  e e
3 . Di s a g r e e
4 - S t  !■- or i g 1 y d i s  a g r  e e
5 . Undec i  ded

Tot a 1

1 o t a 1 f  r  e q u e n c y

8
2
2
None
None

i::

P e r c e n t a g e

^36.

16.66  
16 „ 68 
None 
None

i 0 0 .0 0

66.66 and 16.66 percerrt respC5ndents agreesd and s t r o n g l y  ag reed  

resi-pect i vel  y , tha t  l ack  of  p rope r  accounts  r e c e i v a b l e s  management 

a g g r a v a t e d  the  Working C a p i t a l  Problem in the  s e l e c t e d  j u t e  

m i l l s .  Wh i l e  about 17 pe rce nt  r e sp ond en ts  d i s a g r e e d  to  the  

quest  i on .
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However ,  the  f i n d i n g s  con-firm th a t  m a j o r i t y  o-f the  

reepondent  mentioned th a t  l ack  o f  p rope r  r e c e i v a b l e s  management 

was r e s p o n s i b l e  f o r  p rope r  work ing  c a p i t a l  management in the  

s e l e c t e d  p u b l i c  se^ctor jut£? m i l l s  du r i ng  the  p e r i o d  o-f sutdy .

Table 5 .1 6  S f i o w i n g t. l"i t? d i s  t. r  i b 1.11. ion o f r  e s  pj o n d e n t s 
on the  l ack  o f  prope-r cash management.

Op inion of  Respondents  Tota l  f r equency Pe rc en ta g e

1. Agree  7 58 .33
2. S t r o n g l y  Ag ree  1 8 .33
3. Disagree? 4 33. 4
4. S t r o n g l y  d i s a g r e e  None None
5- Undecided Worie None

Tota l  12 100.00

84

In r e p l y  t o  a q u e s t i o n ,  whether l ack  0+ p rope r  cash management 

was r e s p o n s i b l e  f o r  p rope r  work ing  c a p i t a l  management, 58 .33  and 

f 8.3'3 pe rcent  r e sp o n d en t s  ag reed  and s t r o n g l y  ag reed  r e s p e c t i v e l y

t o  the p r o p o s a l ,  w h i l e  33.34 p e rcen t  d i s a g r e e d  t o  the  same in  the  

sele-’cte?d j u t e  m i l l s .

The f i n d i n g s  show th a t  m a j o r i t y  o f  the  r e sp ond en t s  

mentioned th a t  l ack  o f  p rope r  cc- ŝh p o l i c y  a l s o  a - f fected  the  

working c a p i t a l  management prob lem in t^ie sele^cted m i l l s  - furing  

the  study p e r i o d .  Comparison o-f ac tua l  cash i n f l o w s  and o u t f l o w s  

tiave s-hown th a t  m i l l s  management p r e p a r e  on ly  y e a r l y  cexsti budqc^t 

f o r  submiss ion  t o  C o r p o r a t i o n s  and M i n i s t r y  o f  F inance .  Th i s  i s  

merely  an academic exercise? hav ing  no r e l a t i o n s h i p  wi th r e a l i t y .  

A good management i s  one which p r e p a r e  monthly r a t h e r  weekly  cash  

budge-t which enabl€?s them, wheri t o  t.ak€? l oan and for  which p e r i o d
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and t o  ensu re  s u r p l u s  cash i f  any t o  be kept in STD account which  

y i e l d s  some g a i n .  Examinat ion o-f r e c o r d s  has  shown tha t  monhtly  

cash budget  i s  not p rep a re d  at  a l l  and the  n e c e s s i t y  o-f weekly  

cash budget  i s  not - fe l t  at a l l .

85

T a b l e  5 .17 Showing the  Prob lems  owed to  poor  
C a s h f 1ow.

Op inion o f  Respondents  Tota l  f -requency Pe rc e n ta g e

1. A g r e e  6 5 0 ,0 0
2.  S t r o n g h l y  a g r e e  3 2 5 .0 0
3 . D i s a g r e e  1 8 . OO
4.  S t r o n g h l y  d i s a g r e e  f-Jone None
5.  Un d e c i d e d  2 17 ,00

T o t a l  12 100

On the  gues t  ion of  poor c a s h f l o w  genf?rat i i on in the^ sel£?cted

m i l l s ,  50 p e rcen t  r e sp ond en ts  agreed  and 25 p e r ce nt  s t r o n g l y

ag reed  th a t  the  m i l l s  had been s u f f e r i n g  from poor c a s h f l o w  

g e n e r a t i o n  which a g g r a v a t e d  the  working c a p i t a l  management 

problem,  £i pe rcent  r e sp ond en t s  d i s a g r e e d  t o  i t ,  w h i l e  17 pe rce nt  

were undec i c e d .

The f i n d i n g s  show tha t  75 percent. r€?spondents mentione?d

that. poor  c a s h f l o w  g e n e r a t i o n  a f f e c t e d  the  v-,iorking c a p i t a l

problem in the  s e l e c t e d  j u t e  m i l l s .
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T a b l e  5 .18  Showing the  d i s t r i b u t i o n  of  r e sp ond en t s  on the
much dependence on cash c r e d i t  o f  commercial  bank,

8 6

Opin ion  o f  Respondents

1. Ag ree
2. S t r o n g l y  ag r ee
3. D i s a g r e e
4. S t r o n g h ly  d i s a g r e e
5. Undecided

Tota l

Tota l  -f r c-jquency P e rc e n ta g e

6s
5
1
None
None

50.00  
41.66  

8, 34 
None 
None

12 100.00

I t  apjpears from ttie t a b l e  t h a t ,  50 percerrt. respondcsnts ag reed  atid

41.66  r e sp ond en t s  s t r o n g l y  ag reed  tha t  they v^ere too  much 

dependesnt on the  cash c r e d i t  o f  Commercial  bank as  a sou rce  of  

Working Ce^pital .  8 .34 p e rc en t  r e sp ond en ts  on ly  d i s a g r e e d  wi th the  

above v iew.

The f i n d i n g s  con f i rm  the  h y p o t h e s i s  th a t  most o f  the  

s e l e c t e d  m i l l s  depended on cash c r e d i t  as  major  so u rc e  or  in some 

c a s e s  on ly  so ur c e  o f  Working C a p i t a l  at a ve r y  h i gh  cos t  of

i n t e r e s t  which impai red  the  p r o f i t a b i b i 1i t y  and l i q u i d i t y  and

a g r r a v a t i n g  the  work ing  c a p i t a l  problem.  The C o n t r o l l e r  of

Accounts ,  E-tJMC mentioned in c ou r s e  of  an i n t e r v i e w  that, they pa^id 

T k . 24887.79 lakh as  an i n t e r e s t  on cafih c r e d i t  o f  commercial  bank.

T a b l e  5 .19  Shows the debt  e q u i t y  p o s i t i o n  o f  BvlMC du r i ng  
1983.87.

Year

1982-83
1983-84
1984-85
1985-86
1986-87

Tota l  debt

11759.41 
11075,43  
16295.99  
15122.47  
16057.24

Total  equity-

7438. 23 
7026.93  
(3895.21)
(12613.32)  
<29649.17)

T a k a i ri 1 a li h

D e t::< t e q u i t y r a t i o

61 : 39 
61: 39 
Ntegat i ve? 
N e g a t i  v e  
N e g a t  i v e

Source :  Annual Fleport o f  BvltMC
W.B. The p i c t u r e  shows a l l  the  j u t e  m i l l s  under BJMC.
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The - f ind inge  show th a t  most o-f the  s e l e c t e d  m i l l s  and the  E-tJMC as  

a whole  have no e q u i t y .  Due to  100 pe rcent  debt  c a p i t a l  arid the  

n e g a t i v e  debt  e q u i t y  r a t i o  a g g r a v a t e d  Working C a p i t a l  prob lem to  

p u b l i c  s e c t o r  j u t e  in d u s t r y .

87

T a b l e  5 .20  Showing d i s t r i b u t i o n  o-f rtespondents
on thc^ qu es t io n  of  p o l i t i c a l  p r e s s u r e  
and envi  ornmental  c o n s t r a i  n t s .

Opinion of  Respondents  Tota l  f r equency  Pe rc e n ta g e

1. Agree  7 58.33
2. St r  on g 1y a g r e e  3 2 5 . OO
3. D i s a g r e e  1 8 .33
4. S t r o n g l y  d i s a g r e e
5. Undecide:?d 1 8 .34

Tota l  12- 100.00

In a r e p l y  t o  a ques t ion  56t«3'3 pe rce nt  respondt?nts ag reed  and 25 

pe rc e nt  s t r o n g l y  agreed  th a t  too  much p o l i t i c a l  p r e s s u r e  and 

envi  ornmental  constraints?, were  r e s p o n s i b l e  -for p rope r  work ing  

c a p i t a l  management in the s e l e c t e d  p u b l i c  s e c t o r  j u t e  m i l l s  under  

s tudy ,  in  r e p l y  to  the  na tu r e  o f  such p o l i t i c a l  p r e s s u r e  most o-f

r e sp ond en t s  mentioned about the? p r e s s u r e  o f  the  l abo ur  un ions  -for 

u n r e a s o n a b l e  demands and i n t e r f e r e n c e  by s o c i a l  and un ions  

l e a d e r s ,  some o-f them have become p o l i t i c a l  l e a d e r s -

The f i n d i n g s  co n f i rm s  the  vitev-j th a t  p o l t i c a l  p r e s s u r e  

and envi  ornmentral c o n s t r a i n t s  a l s o  a f - fected  the  work ing  c a p i t a l  

probleHd in  the  s e l e c t e d  j u t e  m i l l s  du r i ng  s tudy  p e r i o d .
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T a b le  5.21

8 8

Showing the  d i s t r i b u t i o n  o-f r e sp ond en t s  
on the  l ack  of p rope r  c o s t  account !nq  
and c o s t  co n t ro l  systems.

Opinion  of  r e sp ond en t s Total  f r equency P e rc e n ta g e

1, Agree 6 50. 00
2. S t r o n g l y  ag re e 1 8.33
3. D i s a g r e e 4 33. 34
4. S t r o n g l y  d i s a g r e e i 8 .33
5. Undecided --

To ta l 12 100.00

On the q u e s t io n  o-f l ack  o-f p rope r  c o s t  account ing  and c o s t  

co n t ro l  system,  50 percerrt r e sp ond en t s  agreed  and &f,33 percei i t  

s t r o n q l y  ag r eed  that. l ack o f  p rope r  co s t  c o n t r o l  and co s t  

r e d u c t i o n  system were a l s o  r e s p o n s i b l e  -for poor working c a p i t a l  

management in the  s e l e c t e d  ju te  m i l l s .

The f i n d i n g s  revt?al th a t  l ack  o-f adequate  co s t  accou nt ing  

and co s t  c o n t r o l  system,  m a t e r i a l ,  l a bour  and overheard co s t  had 

an i n c r e a s i n g  t r end  in a l l  the  s€?lected j u t e  m i l l s  du r i ng  1981 to  

1987.

T a b l e  5 .22 D i s t r i b u t i o n  of  Respondents  on the  
l ack  of- demand and g row ing  comp et i t i o n  
in the  i nt€5rnati onal  marke^t which 
a f - f ec t s  working c a p i t a l  manage^ment.

Op in i  on o-f Respondent s

1 . Agree

2. St r  on g 1 -y a g r e b
3 . Di s a g r e e
4 . S t r o n g l y  di s a q r e e
5 . Undeci ded

Tota l

Frequency

10

Per  c; en t aq e

83. 33 

16. 66

1 0 0 . 0 0
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I t  appea r s  -from the  t a b l e  th a t  83 .33  pe r ce nt  r e sp o n d e n t s  ag r eed  

and 16-66 p e r ce nt  s t r o n g l y  ag reed  t o  the vieew th a t  l ack  o-f demand 

o-f j u t e  good and grov*4ing coinpet i t  i on in the i n t e r n a t  i onal  market  

a r e  mainly  r e s p o n s i b l e  -lor p rope r  work ing  c a p i t a l  management in  

the  s e l e c t e d  j u t e  m i l l s  and in the  j u t e  i n d u s t r y  o-f B£<ngladesh.  

None of  the  re spondent  d i s a g r e e d  t o  tht? above v iew.  Mr. Khan,  

C o n t r o l l e r  o-f Accounts  of  BJhlC mentioned t o  t b e  r e s e a r c h e r  in  

c o u r s e  o f  an intervi tsw tha t  f a l l  in  the? dcemand and p r i c e  of  j u t e  

goods  in the  i n t e r n a t i o n a l  market and the i n c r e a s i n g  c o s t  o f  

p ro du ct io n  were? among o the r  t h i n g s  r e s p o n s i b l e  f o r  r epl  ei  ni shme?nt 

of  t h e i r  work ing  c a p i t a l  d e f i c i e n c y .

The f i n d i n g s  show tha t  the? s e l e c t e d  j u t e  m i l l s  and a l l  

the  m i l l s  under the  Bang ladesh Jute  M i l l s  C o r p o r a t i o n  have been  

s u f f e r i n g  from actue  work ing  c a p i t a l  prob lem due to  l ack  of  

demand and g row ing  co mp et i t i on  o f  j u t e  goods  in  the  i n t e r n a t i o n a l  

mar k e t .

T ab l e  5 -23  D i s t r i b u t i o n  o f  F’l espondents  on the  
f o l l o w i n g  modern t e c h n i g u e s  cjf 
I ri V e n t. o r ■ y M a n a g e m e n t .

Opinion of  re -spondents Freguency Percentage?

1. Minimum l e v e l  4 19.08
2. Maximum l e v e l  2 9-52
3. Re-orde?r l e v e l  5 2'!3.80
4. Economic o rd e r  q u a n t i t y  1 4.'76
5- Pe rp ec tu a l  inve?ntory system 2 9 .52
6. ABC a n a l y s i s  3 14.28
7. Invento ry  Aud it  14.28
8. S t a n d a r d i s a t i o n  and v a r i e t y  1 4-76
9. Other s

89

Tota l  21 100.00
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On the  quest  ion o f  f o l l o w i n g  modern t e c h n i q u e s  o-f i n v e n to r y  

management in the  s e l e c t e d  j u t e  m i l l s ,  19.08 r e sp ond en t s  

mentioned th a t  they f o l l o w  minimum l e v e l ,  9.52? p e rcen t  f o l l o w  

maximum l e v e l ,  23,80 pe rcent  f o l l o w  re- -oder l e v e l ,  4 .76  pe rce nt  

f o l l o w  economic. o rd e r  q u a n t i t y .  9 .52  pe rcent  f o l l o w  p e r p e t u a l  

i n v e n t o r y  system,  14.28 p e rc en t  f o l l o w  AEfC a n a l y s i s ,  14.28  

p er ce nt  f o l l o w  inven to r y  a u d i t  and on l y  4 .76  f o l l o w  

s t a n a r d i  s a t i  on fsnd v a r i e t y  re?diAction t e c h n i q u e s  of  invtsntory  

management.

The f i n d i n g s  show th a t  ma.lDrity o f  the  r e sp ond en t s  

ment ioned,  minimum l e v e l ,  re - -order  l e v e l ,  ABC method and 

Inv en to r y  au d i t  a r e  f o l l o w e d  as  t e c h n i q u e s  o f  i n v e n to r y  

management.

Te\ble 5 .24 Showing the/ d i s t r i b u t i o n  o f  res;pondents  
on sug g es ted  norms f o r  h o l d i n g  d i f f e r e n t  
g roups  of  in ve n to r y  f o r  ma;:imum p e r i o d  
<for  j u t e  m i l l s )

Ma>! i Hiuoi 
p£?r i od

Raw Mater i a 1 Wor k- i n -
pr octes

F i |-i s i h e d S t o r e s ?c
good s ,-jpares

i

Loc: a 1 I mpor -■ 
ted

Freq .  X Freq .  Freq.

0 -10  days  -  -  6 60.00

Freq .  7. Freq .  7.

10-15 •» '"V 20 00 4 --
15- 1 month . . 6 ..... . . . .

I - 2 1months 3 30 - 00 4 0 .0 0  4 60 9 90 - 00
2 -  3 4 40- 00 40 1 10 .0 0 .
3 -4 *• •
4 -  5 M
5 -  6 1 10 - 00 7
Over 6

Tota l 1 0 1 0 0  1 0 1 0 0 1 0 100 1 0  1 0 0  1 0  1 0 0
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The t a b l e  shows tha t  m a j o r i t y  (40 p e r ce n t )  r e sp o n d e n t s  su g g e s te d  

to  ho ld  raw m a t e r i a l  i n v e n to r y  ( raw j u t e )  f o r  a maximum p e r i o d  o-f

3 months. S i x t y  pe rcent  r e sp o n d en t s  sug g es ted  maximum 10 days  -for

h o l d i n g  w o r k - i n - p r o c e s s  i n v e n t o r y ,  w h i l e  m a j o r i t y (60 p e r c e n t )  of

the  r e sp on d en t s  sug g es ted  maximum one month -for h o l d i n g  f inishc^d  

goods  i n v e n t o r y .  In case  of- l o c a l l y  a v a i l a b l e  s t o r e s  i t em s ,  90 

p ercen t  respcjndents  i n t e r v i e w e d  in  the su rvey  s u g g e s t e d  a maximum 

p e r i o d  o f  si>: months for  Yielding imported s t o r e s  and s p a r e s  and

maximum two months p e r i o d  f o r  l o c a l  s t o r e s  and spaxres.

T a b l e  5 .25  D i s t r i b u t i o n  o f  r e sp o n d e n t s  on the
qu es t io n  o f  accounts  r e c e i v a b l e s  p o l i c y „

Opinion o-f r e sp ond en t s  Frequency P e rc e n t a g e

T 1. A - f f i rmat ive  9 75.00
2. N e g a t i v e  3 25 .00

Tota l  12 100.00

On the? qu es t io n  o f  accounts  r e c e i v a b l e s  p o l i c y  75 pe rc en t  

r e sp ond ne t s  r e p l i e d  in the a f-f i r  mat i ve , w h i l e  25 pe rc e nt  of  them 

r tepl ied th a t  they  had no accounts  r e c e i v a b l e s  p o l i c y .

The f i n d i n g s  show th a t  m a j o r i t y  o f  the  r e sp on d en t s  

mentioned th a t  they  had accounts  r e c e i v a b l e s  p o l i c y .  But 

pr at  i c a 11 y ,, we f ound no si.tchi po 1 i c:y t r  u 1 y ex i s t  i n the  se  1 ec t  ed 

j u t e  m i l l s .
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Tab le  5 .26 D i s t r i b u t i o n  of  r e sp ond en t s  on the  
ques t ion  o f  a p p r o p r i a t e  norrns for  
c o l l e c t i o n  o f  r e c e i v a b l e s  on expor t  
s a l e s .

Maximum p e r i o d

0
1

1 month
2 months
3 months
4 months
5 months
6 months

Tota l

f"r equency

10

Pe rc e n ta g e

60.00  
20.00  
20. 00

I t  appe a r s  -from the? t a b l e  th a t  60 pt-rcent r e sp o n d n et s  su g g e s te d  a 

maximum one month should  be the  p e r i o d  -for c o l l e c t i o n  o-f 

r e c e i v a b l e s  on ex po r t  s a l e s ,  20 pe rcent  r e sp o n d en t s  s ug g es te d  

maximum 2 months and the r e s t  20 pe rcent  su g g e s te d  maximum t h r e e  

months f o r  the  c o l l e c t i o n  o f  r e c e i v a b l e s  on ex p o r t  s a l e s .  I t  may 

be mentioned he re  th a t  about hundred pe rcent  s a l e s  o-f the  s e l e c t e d  

j u t e  m i l l s  a r e  e xpo r t  s a l e s .

The - f ind ings  show th a t  a m a j o r i t y  o-f the  r e sp ond en t s  

sug g es te d  i d e a l  norm fo r  c o l l e c t i o n  of  re?c.eivables in e x p o r t  

s a l e s  f o r  a maximum p£?riod of  1 month.

Ta b l e  5 .27 D i s t r i b u t i o n  o f  responder i ts  on the
questiov:  o f  p r e p a r a t i o n  of  cash budge t .

Ofj inion o f  Respondents

1. A f f i r m a t i v e
2. Negati- '/e

Frequency

8

Pe rc e n ta g e  

100.00

Tota l 8 1 0 0 . 0 0
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On the  qu es t io n  o f  p r e p a r a t i o n  o f  cash b u d g e t s  cent  p e r ce nt  

!>■ r e sp ond en t s  r e p l i e d  in the  a f f i r m a t i v e .  But they  mentioned ttiat

they  prepare? cash budget  on y e a r l y  b a s i s .  On the  g u e s t i o n s  of  

monthly casvh budc^et , on ly  29 pe rce nt  r e sp o n d n e t s  repl ie?d in the  

a f f i r m a t i v e ,  w h i l e  71 p e r ce nt  r e p l i e d  in the  n e g a t i v e .

The f i n d i n g s  show th a t  most o f  the  se^lected p u b l i c  

s e c t o r  j u t e  m i l l s  p r e p a r e  cash budget  on y e a r l y  b a s i s ,  but ve ry  

^ few of  them prepare-; i t  on monthly b a s i s .  But monthly cash budge?t

i s  very  important  f o r  e f f e c t i v e  c o n t r o l l i n g  o f  cash.

3 8 4 8 0 S

5 ,4  AN ANALYSIS AND F 1NDING1NG IN COTTtJN TEXTILE INDUSTRY

T Data C o l l e c t e d  from pr imary  and se condary  s o u r c e s  have

been p roce s s ed  through mannua l ly ,  u s i ng  s t a t i s t i c a l  method, such 

a s ,  s t a t i s t i c a l  a v e r a g e s ,  ABC Method,

and through f i n a n c i a l  r a t i o  a n a l y s i s .  Th i s  s tudy  i s  mainly

l i m i t e d  to  the  t ime s e r i e s  a n a l y s i s  and c r o s s  s e c t i o n  a n a l y s i s  o f

 ̂ em p i r i c a l  d a t a ,  c:ompared wi th s p c ' c i f i c  inver^tory norms of

Bang ladesh T e x t i l e  M i l l s  Corpiorat ion and the  in v n e t o r y  norms of

the Cotton t e x t i l e  in d u s t r y  p r e s c r i b e d  by the? Tandon Study Group

4
of  the Reserve  Bank of  In d ia .

93

4.  R e s e r v e  Bank o i  I n d i a :  R e p o r t  o f  t h e  s t u d y  g ro u p  t o  f ra m e  
, g u i d e l i n e s  f o r  f o l l o w - u p  Bank Cr ed i t , £(omb ay , 1975, p20.
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T a b l e  5 .28  Pe rc e n ta g e  o f  Working C a p i t a l  t o  t o t a l  c a p i t a l
employed in the  s e l e c t e d  p u b l i c  s e c t o r  co t ton  
t e > ; t i l e  m i l l s  d u r i n g  1982-83 to  .1986-87

Y e a r s  Monnon(old )  Qua de r i a  Sa t ra ng  Ave rage  o-f

t h r e e  m i l l s

1982-83
1983-84
1984--85 
19S5--86
1986-87

Average  
o-f 5 y r s

85 . 16 90. 58 7 8 .8 9 8 4 .8 7
8 5 .9 4 92. 40 80. 19 86. 17
8 8 .5 5 91 . 97 8 5 .8 8 8 8 .8 0
85. 51 88 . 1 / 81. 1 1 84. 93
81 .40 87 .21 7 4 .0 2 8 0 .8 7

88. 15 8 9 .6 7 81. 36 8 5 .3 9

Source :  Anne>:ure- IV to  VI

N .B :  1. To ta l  curr€?nt. a s s e t s  i s  co n s id e r e d  a s  work ing  c a p i t a l
in t h i s  s tudy .

2. To ta l  a s s e t s  has  bet?n t r e a t e d  as  t o t a l  c a p i t a l  employeH:!-

The above t a b l e  shows tha t  a v e r a g e  investment in  work ing  c.sipital  

was as  high as  85 .39 pe rcent  in the? s e l e c t e d  p u b l i c  s e c t o r  co t t on  

t e x t i l e  m i l l s  du r i ng  the  s tudy  p e r i o d .  The s tudy  a l s o  r e v e a l s  

th a t  t h e r e  i s  wide v a r i a t i o n  from 74,02 to  92 .40 pe rce nt  in the  

s e 1ec t ed m i l l s .

The findingEH. show tha t  av e r ag e  inv£?stment in working  

c a p i t a l  was ve ry  hi gh compared to  s t andard  in a l l  the  s e l e c t e d  

cot t on  m i l l s .  Thus,  the  f i n d i n g s  show th a t  the? work ing  c a p i t a l  

r egu i r ement  by the  e n t e r p r i s e  i s  not c a l c u l a t e d  or  determined in  

an o b j e c t i v e  manner.
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T a b l e  5 .29

Ye ar s

1982-83
1983--S4
1984-85  
19a5“86 
1 986--87

Aver acje 
o-f 5 y r s .

95

Turnover  of  Working C a p i t a l  in the  s e l e c t e d  
p u b l i c  s e c t o r  co t t on  t e x t i l e  m i l l s  du r i ng
1982-83 to  1986-87

iionno ( o l d )

1. 97 
1.48  
1 . 0 1 
1.11 
1 . 46

1 . 40

Quader i a

. 60 

. 20 

. t:-J4 

. 3? 

. 29

Sat ra ng

1.95  
2. 14 
1. 43 
1. 75 
1 .93

1.81

Aaverage  o-f 
thrcse m i l l s

1 .84  
1.57 
1 . 09 
1.41 
1 . 56

1 .48

I t  appea r s  from the  above t a b l e  tha t  the a v e r a g e  tu rn ove r  of  

working  c a p i t a l  v a r i e s  frord 1.09 t imes  to  1.84 in the  s e l e c t e d

cot t on  t e x t i l e  m i l l s  du r i ng  the  study p e r i o d -  The a v e r a g e

tu rno ve r  o f  work ing  c a p i t a l  was 1.40.  1.20 and 1.81 in

t i onnon<old) ,  Qusideria and Sa t ra ng  t e > ; t i l e s  r e s p e c t i v e l y ,  w h i l e  

i n d u s t r y  a v e r ag e  was 1,48 dur i n g  the  s tudy  p e r i o d .  Tht? tu rnov e r  

of  work ing  c a p i t a l  was 2 .05  t imes  f o r  both y e a r s  in  1979-80 and 

1980--81 in the  48 Ind ian  Cotton t e x t i l e  m i l l s .  Compared to  Ind ian  

cot t on  te>;ti  1 e .mi 1 1 s none of  the  s e l e c t e d  t e x t i l e  m i l l s  f u l f i l l

work;ing c a p i t a l  tu rnove r  standt ird.  Tluis the  f i n d i n g s  show tha t

t h e r e  i s  i n e f f i c i e n c y  in the  p rope r  u t i l i s a t i o n  o f  work ing  

c a p i t a l  in the  Eielected p u b l i c  se-ctor co t t on  t e > ; t i l e  m i l l s  in  

B a n g l a d e s h .
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Fab le  5 .30 Hercentage  o f  in ven to r y  to  Gross  working  
c a p i t a l  in the  s e l e c t e d  t e x t i l e  mi 11s  
du r ing  1982--83 tO 1986-87

Y ea r s Monno(o ld ) Quader i a Sa t ra ng Average  i
t h r e e  mi

1982--B3 39.94 37.64 41.97 39. 85
1983-84 59.90 47.25 54. 65 53.93
1984-85 63. 62 .25 50.81 58.79
1985-86 49. 20 42. 41 39. 40 40.98
1986-87 29.24 37. 1 1 56. 60 40.98

Average 48.32 45. 33 48. 64 47.44
o f  f i v e y e a r s

Source  : Anne>:ure--IV V & VI

W.B; C a l c u l a t i o n  have been made by us.

A g l a n c e  at  the  t a b l e  5 .30  i n d i c a t e s  tha t  the  i n v e n t o r i e s  occupy  

a major p r o p r o t i o n  o-f the  work ing  c a p i t a l  thcit have be?en i n v e s t e d  

in  the  d i f f e r e n t  s e l e c t e d  u n i t s  o f  BTMC d u r i n g  the  p e r i o d  of  

study K

Howeve?r , the  av e r ag e  percc?ntage o f  i n v e n t o r i e s  t o  work ing  c a p i t a l  

of  a l l  the  m i l l s  was 47.44.  Thus,  we f i n d  th a t  in a l l  the  c a s e s  

the  p e rc e n ta g e  of  i nventcir i e?s tcj work ing  c a p i t a l  was ve ry  high  

and n a t u r a l l y  i t  cou ld  be i n f u r r e d  t h a t ,  because  of  the h i gh  

p er c e n ta g e  o f  investment  in i nventcjr i e s , a cons i  der abl  €? fund has  

been b loc ked  up in i n v e n t o r i e s ,  which a f f e c t e d  the net  work ing  

C a p i t a l  p o s i t o n  of  a l l  the  m i l l s  d u r i n g  pericid under s tudy .
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T a b l e  5.31 Invento ry  Turnover  r a t i o  in the  s e l e c t e d
t e x t i l e  m i l l s  d u r i n g  1982-83 t o  19£a6--87

Years. Monno (o ld )  Qua der i a  Seitrang Ave rage  oi-
t h r e e  mi 115

1982-83 4 .39  4 .18  4.51 4 .36
1983-84 2.21 2 .34 3 .25  2 .60
1984-85 1.15 1.17 2 .12  1.48
1985-86 2 .32  3 .13  4 .19 3.21
1986-87 4.31 2 .39  2 .98  3 .42

Avera ge  3.41 2 .84 3 .25  3.16
o f  5 y r s .
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Source ;  AnneMure-  IV V VI

Ta b l e  5.31 shows, th a t  the ave?rage invesntory tu rno ve r  r a t i o  o f  the  

s e l e c t e d  u n i t s  o f  BTMC had a d e c l i n i n g  t r end  from 198:2-83 upto

1984-85,  but  1986-87'^, the r a t i o  i n c r e a s e d ,  that, cou ld  not exceed  

the  r a t i o  o f  bas e  year  (1982-8:3) .  A look at  the  t a b l e  i n d i c a t e s

* t h a t  the  i n d u s t r y  a v e r a g e s  o f  the  in ven to r y  tu rn ove r  r a t i o  f o r  

d i f f e r e n t  y e a r s  a r e  in between 1.48 t o  4 .36  t imes  and on an 

average? i t  was 3-16 t imes .  The? tu rn ove r  o f  inventor  ices of

5:2 I nd i an  T e x t i l e  m i l l s  was,  however ,  4.4:2 t imes

t'j
5 in the  year  1978-79.  As compared to  t h i s ,  the? tu rnov e r  r a t e s

* o f  the s e l e c t e d  v..inits of  BTMC f o r  a l l  the  y e a r s  under s tudy

i s  low.  Th i s  al  5HO r e v e a l s  th a t  t h e r e  i s  over  — i nve)stme?nt in

i n v e n t o r i e s  in the  s e l e c t e d  t e x t i l e s  o f  BTMC d u r i n g  the  s tudy

p e r i o d -  In USA, the  av e r age  tu rn ove r  of  i n v e n t o r i e s  i s  about  
6

seven t imes .  This  a l s o  e x p a l i n s  about the? abnormal p o s i t i o n

wi th  r e s p e c t  to  the  tu rno ve r  o f  i n v e n t o r i e s ,  in the s e l e c t e d  

tex t  i 1 e?s o f  E( T MC -

5- A.T.M.  T o f a z s a l  H o s s a i n ( 1 9 8 4 ) , "Management o f  work ing  c a p i t a l  
in co t t on  t e^xt i l e  i n d u s t r y  o f  Etangl a d e s h " , unpubl ishtsd Ph.D.  
t  h e s  i s , IJ1-) i v e r • s i t y o f K a 1 a y a rt i , F' 9 '.3. 

h - I fcj i d -
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T a b l e  5 .32  P e r c e n t a g e  of  S t o r e s  S- Sp a r es  i n v e n t o r y  to  
a g g r e g a t e  in ven to r y  in the  s e l e c t e d  t e > ; t i l e  
mi 1I s ' d u r i n g  1982-83 to  1986-87

Ye ar s  Monno (o ld )  Qu a de r i a  Sa t r a ng  Ave rage  o f
t h r e e  m i l l s

1982-83 49.44
1983-84 21.55
1984-85 63.47
1985-86 54.40
1986-87 63,74

Aver age 50.52
of  5 y r s .

60. 30 54. 03 54- 59
62. 15 ..j,. ...p •_> •_> • 70 39. 12
55. 41 26. 16 48 . 35
67. 83 49 . 74 57. 32
47 . 34 59 . 06 56 . 71

58. 60 44 . 5i3 51 . 21

Source  : Annexure -  IV,  V VI 
N.B:  C a l c u l a t i o n  have been made by us

T a b l e  5 .32  r e v e a l s  th a t  the a v e r a g e  p e r c e n t a g e  o f  s t o r e s  s p a r e s

t o  t o t a l  inv€?ntory v;ar=. h i g h e s t  58 .60 in Qu a de r i a  T e x t i l e  and

l owes t  44.'.33 in Sa t ra ng  t e x t i l e s .  The i n d u s t r y  a v e r a g e  was 51.21

o f  a l l  the  s e l e c t e d  t e x t i l e s  d u r i n g  the  p e r i o d  under s tudy .  The

av e r ag e  p e r c e n t a g e  o f  s t o r e s  c< s p a r e s  was 50 .52 in the  Monno (o ld )

t e x t i  1 £?. However , t h e r e  v>as e x e s s i v e  s tock  o f  s t o r e s  and spare^s in

a 11 t e  se  1 ec t ed co11cin t e t  i 1 e mi l l s  o f  BIM(3 uncier s t u d y . I n

cottof i  tc-;xtil€? m i l l s  more than e i g h t l y  pe rc e nt  o f  s t o r e s  aru;!

'* s p a r e s  a r e  impor ted ,  compared t o  twenty p e rc e n t  o f  j u t e  m i l l s .

F'rDcure;'ment of  s t o r e s  i s  mcsre co m p l i ca te d  i fi co t ton  mi l l s i .

Pu rchase  i s  done through t e n d e r ,  but  purchase  p r oce d ur e  does  not.

conform to  five? f-'' s o f  sound procurement p o l i c y .  An i n d u s t r i a l

e n t e r p r i s e  shuo l d  purchase  r i g h t  g u a n t i t y ,  at  r i g h t  g u a l i t y ,  at

r i g h t  t ime,  at  the  r i g h t  p r i c e  and from the  r i g h t  s ou rc e .  On

v i s i s t  to  godown, i t  was found tha t  i t ems which would be used

V'.iith minor r e p a i r s  hewe beten dumped and new i t ems  a r e  pi.irchased.

This r e p r e s e n t s  a t tempts  to  l eak  out work ing  c a p i t a l .
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T a b l e  5.3"3 T a b l e  showing p o s i t i o n  o f  s t o r e s  s p a r e s
i n v e n to r y  on ABC C a t e q o r i w i s e  with t h e i r  
Annual Ave rage  consumption sto(:::k he ld  on 
3 0 . 6 . 1 VS6.

1 a !■% a i n 1 a i-:i hi

C a tego ry  hlonno(old)  te?; ;t i le Gluaderia t e x t i l e  Bat rang t e x t i l e

o f  I tems Annaul Stock 'Z Annaul EStock "i Annual Stock 7.
c o i i s lA -- hi e 1 d c o n s l.i •- hi e 1 d i:; o n s u ■- h e 1 d
iTi fj t  i o n m p t  i o r i eci fj t. i o rt

A 26,. 03 65.16 IS.  45 62.60 6S. 33 70.00

B 8.71 21.30 7 .69 26.10 19.52 20.00

C 5 . 2 1 1 3 . 0 4  3 .33 11„30 9 .76 10.00

Tota l  13,79 39„95 100% 28.60 29.47 100 23,53 97.61 100X

From the  T a b l e  5.33,, i t  appea r s  tha t  in Monno(o ld )  t e x t i l e  he ld  39,95 lakh out of  the  t o t a l  Tk.97.61 lakh s t o r e s  & 

s p a r e s  in ven to r y ,  A Ca teg ory  c o v e r s  an amount o f  Tk „ 68.33 lakh which cons i  t i t u t e s  707, o f  the  t o t a l  s toc k ,  B Ca teg ory  

co v e r s  an amount of  Tk. 19.52 lakh c o n s t i t u t i n g  20% of  the  tcrbal s tock he ld  and C C ategor y  c o v e r s  an amount o f  Tk. 9 .76  

lakh c o n s t i t u t i n g  107. c<f the t o a l  v a l u e  o f  the  s tock  he ld  on 30th June,  19;-36. Wh i l e  in iSuadria t e x t i l e  m i l l s  the  

p e r c e n t a g e s  of  A, B ?/ C c a t e g o r i e s  i tems of  s t o r e s  he ld  were 62„60,  26.10 and 11,30 l akh taka  r e s p e c t i v e l y „  In Batranq  

t e x t i l e  m i l l s  A, Ei! C c a t e g o r i e s  of  s tock he ld  on 30th June, 1986 were Tk. 26.03,, S. 71 and 5.21 l akhs  and t h e i r  

p e rc e n ta g e s  were 65.16,, 21.80 and 13,04 r e s p e c t  i ve l  y .
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T a b l e  5 .34

D escr  i p t  i on 
ABC i t e m s .

100

T a b l e  show ing  t h e  m o n th ly  a v e r a g e  c o n su m p t io n  o i  
BtoreEr. sp£Ares o f  a l l  c a t e g o r i e s ,  s t o c k  h e l d  
s t a n d a r d  s t o c k  & e x c e s s  s t o c k  h e l d  o f  a l l  t h e  
B£?l£̂ ’C ted  t€ ?> ; t i l e s  as  on 30 th  Jun e ,  1986.

Taka in  lak h  

S a t r  anq

Anni.ial 
consu m pt i  on

Month iY  
consu m pt i  on

S t o c k  h e l d

S ta n d a r d  s t o c k

E>:cess s toc t ;

M o n n o ( o l d )

1 .96

97. 61 

5 8 8  

91 .  73

Quader i a

28.  60

2. 38

29. 47 

?. 1 4

T o t a l  o-f 
e x c e s s  
s t  oc. k.

13. 97

1 .16

39.  95 

3„ 48 

36.  47

T o t a l  T k . 150 .53

T a b l e  5 .3 4  p r o t r a y s  t h a t  annual c o n s u m p t i o n ,  a v e r a g e  m o n th ly  

c o n s u m p t i o n ,  t o t a l  s t o c k  o f  s t o r e s  h e l d  on 30 th  J u n e ,  1986, t h e  

est. i ij iated s t a n d a r d  s t o c k  a s  p e r  t h e  EtTMC g u i d e l i n e s  <3 months 

averavge consumpit i o n ) arid t h e  e s t i m a t e d  e x c e s s  s t o c k  h e l d  on 30t.h 

June,  1986 by a l l  t h e  s e l e c t e d  t e x t i l e  m i l l s  o f  BTMC. Form t h e  

t a b l e  b e l o w  i t  a p p e a r s  t h a t  t h e r e  was huge  e> ;cess  s t o c k  on 30 th  

June,  1986 in  a l l  t h e  s e l e c t e d  t e > ; t i l e  m i l l s .  The excess^ s t o c k  

h e l d  by M o n n o ( o ld ,  Q u a d e r ia  and S a t r a n g  t e x t i l e s  w e r e  Tk. 9 1 .7 3  

l a k h s ,  T k . 2 2 . 3 3  l a k h s  and T k . 3 6 . 4 7  l a k h s  r e s p e c t i v e l y .  By 

r e d u c i n g  t h e  e>' ,cess s t o c k  sil 1 t h e  s e l e c t e d  m i l l s  t o g e t h e r ,

c o u ld  s a v e  Tk.  2 1 .0 7  lak h  as  i r i t e r e s t  o n l y  on b l o c k e d  fund , as  

c: a 1 c u 1 a t  e d fc) e 1 o w;
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f a k a i n 1 a k h

1 . M on no^o ld )  T e x t i l e  m i l l s  <§ 14X 
i n t e r e s t  on Tk . 91 . '73

12 .84

2. Q >...i a d e r i a T e  t i l e  'I 14 '/. 
i n t e r e s t  on Tk.  2 2 .3 3

3 .1 3

> 3. S a t r a n g  t e x t i l e  @ 14X 
i n t e r e s t  on T k .3 6 . 4 7

5 .1 0

tr

T o t a l ; Tk. 2 1 .0 7  l a k h s

T a b l e  5. 155 Percentagc- f  o f  t o t a l  r e c e i v a b l e s  t o  w o r k in g  c a p i t a l  
( c u r r e n t  a s s e t s )  in  t h e  s e l e c t e d  p u b l i c  sectcsr  
c o t t o n  t e x t i l e  m i l l s  d u r in g  1982-83  t o  1986-87

Y e a r s Mcinno i o l  d ) Quader i a Sat. r  £<nq A v e r a g e  o f  
t h r e e  m i l l s

1982--83
1983-84
1984-•■85
1985-■86
1986--87

4 8 .3 4  48„41 
3 2 .4 3  3 5 .2 2
3 6 .5 7  2 9 .7 2
5 0 .5 7  4 3 .2 9  
7 0 .7 6  4 8 .2 9

2 3 .8 6  
28.  12 
20.  96 
31 .04  
36.  22

40. 20 
31 .92  
2 9 .0 8  
41 .63  
50 ,03

« A v e r a g e  4 7 .7 3  4 0 .9 8  
D̂ f 5 y r s .

2 8 .0 4 3 8 .5 7

11 i B e v i d e n t  f rom the  t a b l e  t ha t a v e r  age p e r c e n t a g e  o f

r e c e i v a b l e s  v a r i e s  ■from 2 9 .0 8  t o  5 0 .0 3 p£?r c e n t i I 'i t  l"i e  sc;’ 1 e  c t  e  d

mi 11 s . The industr- '/ a v e r a g e  cH- a l l  t h e  y e a r s  i s 3 8 .5 7 .  A n o th e r

n o t a b l e ■ fea ture  o f  t h e  t a b l e  i s  t h a t  p e r c e v i t a g e in  c e r t a i n  m i l l s

va r y  w i d e l y  f rom yea r  t o  y e a r .  In i iDnno<:old) text i le-? th e  a v e r a g e
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p e r c e n t g e  o f  r e c e i  Vc?.ta i e s  t o  w o r k in g  c a p i t a i  varie?=, foriTi 2 9 .7 2  in

1984-85  t o  7 0 .7 6  in  1986-87 .

The findingsH. show t h a t  h i g h  p cs r c en ta g e  o f  fund i s  

b l o c k e d  in  r e c e i v a b l e s  in  t h e  s e l e c t e d  m i l l s  d u r i n g  t h e  s tu d y  

p€?r iod.  The f i n d in g s ,  r .ugges t  t h a t  an i n n o v a t i v e  norm or  model i s  

an urgc-;nt need  -for e - f - f i c i e n t  management o+ r e c e i v a b l e s  in  p u b l i c  

s e c t o r  c o t t o n  t e x t i l e  i n d u s t r y .

102

T a b l e  5 .3 6 P e r c e n t a g e  o-f A c c o u n t s  R e c e i  v a b l  e s  ( T r a d e  de^btors )  
t o  w o rk i f i g  c a p i  t a l  (currt-r-nt a s s e t s )  in  t h e  sele?cte?d 
p u b l i c  s e c t o r  c o t t o n  t e x t i l e  m i l l s  d u r i n g  1982-83  
t o  1986-87 .

Y e a r s iionno ( o l  d ) Quader i  a S a t r a n g A v e r a g e  o f  
t h r e e  m i l l s

1982-83 2 3 .0 8 4 . 0 5 4.  46 10 .53
1983-84 14 .28 3. 13 8-31 7 .5 7
1984-85 25.  13 2 .5 7 7. 32 1 1 .67
1985-86 2 3 .8 7 3 .9 5 14 .57 14 .13
1986.87 3 6 .8 0 12.21 16 .52 21 .84

Ave r 'age  
o f  5 y r s .

2 4 .6 3 5.  18 10 .52 13. 14

The? above t a b l e  d e p i c t s  t h e  p e r c e n a g e  o f t  r  ad e d eb t  o r  s t  o wor t:; i n g

c a p i  t a l in  t h e  s e l e c t e d mi 11 s  dur" i ftg 1982-83  t o 1986-87 .  I t

a p p e a r s  form t h e  t a b l e  t h a t  a v e r a g e  percen ta^ge  o f  t r a d e  d e b t o r s  

t o  w o rk in g  c a p t i a l  v a r i e s  f rom 7 .5 7  t o  2 1 .8 9  p e r c e n t  i n  t h e  

s e l e c t e d  m i l l s  d u r in g  t h e  p e r i o d  o f  s t u d y .  The i n d u s t r y  average? 

o i  a l l  tTie y e a r s  i s  13 .1 4 .  The a v e r a g e  pe^rcen tage  o f  t r a d e  

d e b t o r s  t o  w o rk in g  c a p i t a l  was found v e r y  h i g h  as  3 6 .8 0  in  1986-  

87 in  i ienno T e x t i l e s ,  w f i i l e  t h e  same w£is 1 c::<west. i n  t h e  Q u a d e r ia  

t e x t i l e s  m i l l s  ( S . 1 8 ) .
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T a b l e  5 . 3 7  P e r c e n t a q e  o f  Cash t o  W ork inq  Capi  tc i l  <current .
a s B e t s )  in  t l i e  s e l e c t e d  fu tb l i c  s e c t o r  c o t t o n  
t e x t i l e  m i l l s  d u r i n g  1982-83 t o  1986-87 .

Years iionno <ol d ) Quader i a Satrang Average of 

three mills

1982-83 11.11 14.1 1 34. 1 1 19. 97
1983-84 7. 50 17.61 17.00 14. 03
1984-85 0.19 7. 96 28. 21 12.12
1985-86 0. 09 14.14 29 - 55 14.59
1986-87 0. 02 14. 52 6.60 7,04

Aver ag€? 
of 5 yrs-

3. 78 13,, 78 23. 09 1 1 . 35

'T

The a b ove  t a b l e  r e v e a l s  t h e  percent.agt?  o f  t o  t o t a l  w o r k in g

c a p i t a l  i n  t h e  se?l€scted mi 1 1 s  d u r in g  1982..EV3 tci 1986.87.  I t

a p p e a r s  f rom t h e  t a b l e  t h a t  a v e r a g e  p e r c e n t a g e  o f  cash  t o  w o r k in g

c a p i t a l  v a r i e s  -frcjni 7 .0 4  t o  19 .97  p e r c e n t  in  t h e  s e l e c t e d  ccvttcin

m i l l s .  The p e r c e n t a g e  was fou n d  v e r y  low  i n  M on no<o ld )  and

r e l a t i v e l y  vc?ry ^■iigh in  S a t r a n g  t e > i t i l e s .

The f i n c i i n g s  shC'W that,  ncjne o f  t h e  s e l e c t e d  u n i t s  under  

BTMC m a i n t a i n s  an v.tnifcjrm cash  b a l a n c e .  A b s e n c e  o f  an i n n o v a t i v e  

norm o r  model i s  r e s p o n s i b l e  f o r  i n e f f i c i e n t  management o f  cash  

in  t h e  s e l e c t e d  p u b l i c  s e c t o r  ccittcjn t e x t i l e  m i l l s . .
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f a b l e  5 . 3 8  P e rc en ta < 3e o f  r ie t  c a sh  f l o w s  t o  c u r r e n t
l i a b i l i t i e s  in  t h e  5£?lec:ted p ta i i l i c  s e c t o r  
c o t t o n  t e x t i l e  ifii 1 1 e  d u r i n g  1982—93 t o  
1986-87

i 04

Y ea rs Mont' io ( o l  d ) Quader i a S a t r  anq A v e r a g e  o f  
t h r e e  mi 11s

1982-83 20. 78 9 1 .2 8 ) ( 1 9 .5 7 ) ( 0 . 0 2 )
1983-84 22.  77 1. 59 ( 6 1 .3 5 ) ( 1 2 .3 3 )
1984-85 8 .1 7 ( 3 . 1 8 ) ( 4 9 .6 8 ) ( 1 4 , 2 2 )
1985-86 1 . 96 ( 15,. 57) <53 .06 ) ( 2 2 .2 2 )
1986-87 21 .51 (1 5 .5 7 ) ( 8 2 . 9 0 ) ( 2 5 . 6 5 )

Av€?r age 15 .03 ( 7 . 1 2 ) ( 5 3 .3 1 ) ( 1 4 . 8 8 )

o f  5 y r s .

The a b o v e  t a b l e  r e v e a l s  t h e  p e r c e n t a g e  o+ net. c ash-f l o w s  t o

currer ' f t  l i a b i l i t i e s  in  t h e  s e l e c t e d  c o t t o n  t e > ; t . i l e  m i l l s  d u r i n g  

1982-83  t o  1986 -87 .  The a v e r a g e  p e r c e n t a g e  o f  c a sh  f l o w  o f  a l l  

t h e  y e a r s  was ( 1 4 . 8 8 ) .  The a v e r a g e  p e r c e n t a g e  o f  n e t  ca sh  f l o w s

t o  c u r r e n t  l i a b i l i t i e s  was 1 5 .0 3 ,  <7 .12 )  and ( 5 3 . 3 1 )  in

l i o n n o < o l d ) ,  Q u a d e r i a  and S a t r a n g  t e > ; t i l e  m i l l s  r e s p i j c t i  v e l  y .

The f i n d i n g s  show t h a t  e x c e p t  M o n n o ( o ld )  t h e  m a j o r i t y  

o f  t h e  s e l e c t e d  m i l l s  have  been  s u f f e r i n g  f r o m  s h o r t a g e  o f  n e t  

c a s h f l o w s  and th u s  t h e  s o l v e n c y  o f  c o t t o n  t e x t i l e s  m i l l s  i s  a t  

s t a k e ,  w h i l e  a c t u a l  s o l v e n c y  o f  t h e  s e l e c t e d  m i l l s  i s  m a in l y  

b as ed  on p e r c e n t a g e  o f  n e t  c a s h f l o w  t o  c u r r e n t  1 i ab i  1 i te?i s .
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T a b le  5 .39  Cost  Eir eat:: down rat. i o s  ( i „ e ,  c o s t  on per  c e n t  age  o f  s a l e s )  in  the  
B e  1 e c t  e d p !..i b 1 i  c: s e c t  o r c o 11 o r i t  e >: t  i 1 e ( s p i n n i r 'l q ) mi l l  s d u r  i r i q 
1932-83 t o  1986-87

M o n n o n ( o l d ) Quader i a S a t r a n g
Y e a r s  -.......... . ......

y. 'X 
Mat Lab,  

c o s t  c o s t
Over  l iead 

c o s t

Jm
Admn. 
ex p n ,.

.'m
S e l 1 i ng 

ex pn

■/.
Mat „ 
c o s t

y.
L a b . 
c o s t

“//n
O verh ead

c o s t

7.
Adfiin. 
ex pn .

7.
S e l 1 i ng 

expn .

X
M a t . 
c o s t

/m
L a b . 

c o s t

“//u
O v e r 

head
c o s t

7- y,
Admn. £Be] ] in q  

e;-:pn. expn .

> 19e2--83 63. 82 :i 3 „ ::57 :I0. 03 3. :! 9 74.  J 4 11 ,16 11 .16 3, 96 64 „ 00 12.21 20. 64 4 .8 3
1983-84 62. 67 16. 79 10. 73 3. ;::>6 ..... 67. 58 1 1 „ 07 24 „ 26 5„ 02 . 75. 73 14. :::-:9 11 „ 64 17 .57
1984-85 74. 42 19, 9 1 1 . 72 4. 2f3 .... 71 „ 10 18. 22 12„ 63 19.01 .... 62. 14 :i. 6. o:;:;: 1 1 „ 09 18 „ 34
1985-86 55. 91 28. 05 10 „ 31 7. 82 - 51 „ 03 20 „ 25 12.71 14. 99 .... 52.  38 28 .87 9 „ 75 17 .68
1986-87 44 „ 37 27. 34 :i. 1 . 63: 6. 09 - 46. 96 25. 83 15. 1 4 16. 78 ... 50.  78 24. 41 1 3 „ 67 14.64

A v e r a g e 60. 23 21 . :! 0 :l. 0. iiBS 4. 94 .... 62. 16 17. 30 15 .18 11 . 95 . 61 , 00 17. 18 13 „ 35 14 „ 61
o f  5 y r  B „

The a b o v e  t a b l e  o f  c o s t  b reakdown r a t i o  a n a l y s i s  each  e l e m e n t  o f  c o s t  in  perc£-?ntaqe in  r e l a t i o n  t o  s a l e s ,  t a k i n g  s a l e s  

in  t h e  s e l e c t e d  c o t t o n  t e K t i l e  m i l l s  d u r in g  19c32--S3 t o  19S6--S7,, The a v e r a g e  p e r c e n t a g e  o f  m a t e r i a l , ,  l a b o u r  p r o d u c t i o n  & 

a d m i n i s t r a t i v e  e x p e n s e s  was 6 0 .2 3 ,  21.18,, 10 .38  and 4 .9 4  in  t h e  s e l e c t e d  M o n n o ( o ld )  t e x t i l e  ( f t i l l s  d u r in g  t h e  s tu d y

p e r i o d .  The  p e r c e n t a g e  o f  m a t e r i a l ,  l a b o u r ,  p r o d u c t i o n  and admi n i  s t r a t  i v e  e x p e n s e s  was 62. 16, 17.30,, 15. 18, 11 .95  and

6 1 .0 0 ,  11..1S, 13 .35  and 14 .63  in  t h e  s e l e c t e d  Q u a d e r ia  and S a t r a n g  t e x t i l e s  r e s p e c t i v e l y , ,  W h i l e  t h e  i n d u s t r y  a v e r a g e

p e r c e n t a g e  o f  m a t e r i a l ,  l a b o u r ,  p r o d u c t i o n  and admi ni  s t r a t i  v e  e x p e n s e s  was 61, 18„33 ,  13,, 13 and 10 .50  r  e s p e c  i t  v e l  y „

The f i n d i r i g s  sl'iow t h a t  c o s t  o f  s a l e s  o f  a l l  t h e  s e l e c t e d  m i l  I s - i s  abi' formal 1 y h i g h  wh:i. cl"i l e a v e s  n e g a t i v e  fnarqin  

in  s e e l  ec  t e d  c o t t o n  t e x „  m i l l s , .  The f i n d i n g s  g i v e  answer  our e a r l i e r  h y p o t h e s i s  ( c h a p t e r - 1  ) t h e  l a c k  o f  c o s t  c o n t r o l  

o v e r  e x p e n d i t u r e  a g g r a v a t e  t h e  w o r k in g  c a p i t a l  management p ro b l e m  in  t h e  s e l e c t e d  c o t t o n  t e x t i l e  m i l l s  in  p a r t i c u l a r , ,  

arit:l pi.tfc) 1 i e n t e r p r ' i  s e  in  g e n e r a l .
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5 . 5 .  QUtZSTIONWAIRE ANALYSIS AND FINDINGS:

The f o i i o w i n o  a n a l y B i s  and f i n d i n g s  h a v e  been  p r e s e n t e d  
on t h e  b a s i s  o f  q u e s t i o n n a i r e  s c h e d u l e  IV as  shown in  
a n n exu re  - X , V.

The answer  o f  r e s p o n d e n t s  o f  th£? s e l e c t e d  p u b l i c  s e c t o r  

c o t t o n  t e x t i l e  m i l l s  o f  Ton g i  Zone and B a n g la d e s h  T e x t i l e  m i l l s  

C o r p o r a t i o n  a r e  a r ia l y s e d  in  t h e  f o l l o w i n g  t a b l e s .  In a i l  s i> ; teer )  

e x e c u t i v e s  w e r e  i n t e r v i e w e d  v,iho w e r e  d i r e c t l y  r e l a t e d  t o  w o r k in g  

c a p i  t a l  manageo ient .

The f i n d i n g s  o f  tht? s t u d y  on the? b a s i s  o f  p r im a r y  d a t a  

a r e  b n a 1 y s e id fc:> e 1 o w:

1 0 6

T a b l e  5 . 4 0  D i s t r i b u t i o n  o f  r e s p o n d e n t s  a c c o r d i n g  
t o  age

Age  groups F r e q u e n c y  P e r c e n t a g e

1. 30 -  40 y r s -  4 2 5 .0 0
2.  40 - 50 y r s .  9 5 6 .2 5
3. 50 ■■ 60 y r s .  3 18 .7 5
4. OvEfr 60 y r s .

T o t a l  16 100 .00

I t  appi€?ars f rom the? tab le -  ou t  o f  16 £?>;€-:'Cuti v e s  i n  t h e  p i . tb l ic  

s e c t o r  c o t t o n  m i l l s  9 b e l o n g e d  t o  40--50 y e a r s  a g e  g r o u p ,  4

b e l o n g e d  t o  30.40 y e a r s  and 3 w e r e  in  t h e  a g e  g ro u p  o-f 50 t o

60 y e a r s .

The -f- indivigs show t h a t  5 6 .2 5  p e r c e n t  b e l o n g e d  t o  40.50

age  and o n l y  25 p ie rcen t  w e r e  i n  the? a g e  g ro u p  o f  3 0 -40  y e a r s .  S o ,  

m a j o r i t y  o f  e x e c u t i v e s  w e r e  i n  the? age  g rou p  b e tw e e n  40 t o  50 

v e a r s .
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T s b l e  5 .41  Bhowinq d i  s t r  i bvAt. i on o f  r e s p o n d e n t s  on t h e  
p o o  r ■ c: s s  h f 1 o w g b  n e  r a t  i o  n .

O p in i o n  o f  r e s p o n d e n t s F r e q u e n c y F-'er c e n t  age

1. A g r e e 8 50 - 00
2 .  S t r o n g  1 y a g r e e %!:v 18 .75
3. D i s a g r e e 4 25 -00
4 - S t r o n g  1 y d i  s a g r  ĉ e .. . -
5 .  U n dec id ed 1 6 .2 5

t o t a l  16 100 .00

On t h e  q i i e B t i o n  o f  p oo r  cash  -f low g e n e r a t i o v i  in  t h e  s e l e c t e d  

ini 11s ,50 p e r c e n t  r e s p o n d e n t s  a g r e e d  and 18 .7 5  s t r c s n g ly  a g r e e d

t h a t  t h e  «u 1 1 s had bee>n s u f f e r i n g  froifi p oo r  c a s h f l o w  g c n i e r a t i o n .  

But 25 p e r c e n t  r e s p o n d e n t s  d i s a g r e e d  and 6., 25 w e r e  u n d e c id e d  t o  

t. hi e a ta o  v e  v i e  w.

The f i n d i n g s  show t h a t  m a j o r i t y  r e s p o n d e n t s  m£?ntioned 

t h a t  poc'jr w o r k in g  c a p i t a l  p o s i t i o n  was due t o  pcsor cash  f l o w  

g e n e r a t i o n  o f  thie s€?lect.erd c o t t o n  nii 1 1 s  d u r in g  s tu d y  p ts r iod .

T a b l e  5 . 4 2  Di s-tr i but  i on o f  r  esf jC jndents on t h e  inadeqi.\ate^ 
c o s t  a c c o u n t in g  and c o s t  c o n t r o l  s y s t e m .

Opi ni on o f  r espon d t^n ts  F re q i i e n c y  P e r c e n t a g e

1. A g r e e 6 37. 50
2.  S t r o n g l y  a g r e e 6 37. 50
3. D i s a g r e e 4 2 5 .0 0
4 . S t. r  o  n g 1 y d i ‘s a q r  e  e . . .

5.  U n d ec id ed .... .

T o t a l 16 10 0 . 0 0

>
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On t h e  q u e s t i o n  o-f l a c k  o-f ade?quate c o 5 t  a c c o u n t i n g  and c o s t

c o n t r o l  s ys te f i i ,  3 7 .5 0  p e r c e n t  r e s p o n d e n t s  a g r e e d  and 3 7 ,5 0

p e r c e n t  s t r o g n l y  a g r e e d  that, l a c k  o f  a d q u a t e  c o s t  a c c o u n t i n g  and

c o s t  c o n t r o l  sy5t€?m w e r e  r € ? s p o n s ib i e  f o r  p o o r  w o rk in g  c a p i t a l  

inanaqeiTient i n  t h e  s e l e c t e d  pvAblic  s e c t o r  co t t o n  t e x t i l e  iCii 1 1 s 

d u r in g  s tu d y  pc?r iod .  But 25 p e r c e n t  d i s a g r e d  t o  t h e  vit?w. The 

■ f in d in gs  r e v e a l  t h a t  75 p e r c e n t  r e s ,p o n d en ts  c o n f i r m e d  our  

h y p o t h e s i s ,  t h a t  t h e r e  is. i n a d e q u a t e  c o s t  a c c o u n t i n g  and c o s t  

con t  r o  1 sy  s,t eo', i r. t  i'le s e  1 ec. t  ed ni i l l s  r  esi..’, 11 i riq p o o r  wor k i  ng

c ap i t  a 1 managei'ment „
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T a b l e  5,. 43 Di s t r  i. but  i. on o f  r e s p o n d e n t s  on s u q q e s t e d  norms f o r  h o l d i n g  
d i f f  e r  e n t  g r  oups cjf i n ver it or y f o r  niaM i mum pe r  i od .

Max i mum 
p fe?r i od

F\'aw M ate r  i a l  
1 n v e n t  or'V 
( I m p o r t e d )

W o r t:; -- i n -• f;> r o c e  s s F- i ri s i h ed g o o d s S t o r e s s p a r e s

Fr  equenc-y P e r c e n t a g e F r e q u e n c y P e r c e n t a g e F re q u e n c y P e r c e n t a g e F r" e  q u e ri c: -y P e r  c e n't a g s

0 -  15 days  
0 -- 1 morrtli 2 20.  00

.£)
1

85.. 71 
14. 29 8 89, 00 4 33. 33

1 -  2 (nonths
2 -  3 moriths
3 “  4 months
4 -- 5 months
5 -  6 months 
Over  6 montlis

2
6

20,. 00 
60 „ 00 1 1 1 , 00 6

16. 67 
50,  00

T o t a l 10 100,, 00 7 100,. 08 9 100■00 12 100.00

I t  a p p e a r s  -from t h e  t a b l e  t h a t  6 0  p e r c e n t  r e s p o n d e n t s  s u g g e s t e d  maximum t h r e e  months -for h o l d i n g  raw m a t e r i a l  

i n v e n t o r y  in  t h e  s e l e c t e d  c o t t o n  m i l l s . ,  20 p e r c e n t  s u g g e s t e d  f o r  one  month and o t h e r  20 p e r c e n t  s u g g e s t e d  maximum p e r i o d
«

o f  2 months f o r  h o l d i n g  th e  same.,

85,. 71 p e r c e i r t  r e s p o n d n e t s  s u g g e s t e d  a maximum o f  15 days  s h o u ld  be  t h e  a p p r o p r i a t e  norm f o r  h o l d i n g  w o rk  i n -

p r o c e s s  i i i v e n t o r y  and t h e  r e s t  14„29 p e r c e n t  s u g g e s t e d  maximum 1 month™ In c a s e  o f  f i n i s h e d  g o o d s ,  abou t  S0 p e r c e n t  

r e s p o f i d e n t s  suggestecJ one  monthi f o r  h o l d i n g  t f i e  same in  t h e  s e l e c t e d  c o t t o n  (nil Is.. A maximum 3 months was s u g g e s t e d  f o r  

s t o r e s  at id s p a r e s .

The f i n d i n g s  show t h a t  t h e  m a j o r i t y  o f  r e s p o n d n e t s  s u g g e s t e d  a maximum p e r i o d  o f  3 months f o r  h o l d i n g  raw

m a t e r i a l  i n v e n t o r y , ,  a max i (num p e r i o d  o f  15 d a y s  f o r  wor k -  i n -p  r  oc  e s  s , a maximuifi on e  month f o r  - f i n i s h e d  g o o d s  and ma>; i  mum

3 months f o r  h o l d i i i g  s o t r e s  and s p a r e s  i n v e n t o r y  in  t h e  s e l e c t e d  c o t t o n  t e x t i l e  e n t e r p r i s e s  under BTMC,, In r e p l y  t o

q u e s t i o n  f o r  h o l d i n g  im p o r t e d  s t o r s  and s p a r e s ,  n a . j o r i t y  o f  r e s p o n d e n t s  s u g g e s t e d  a maximum per':i. od o f  s:i. x months sh o u ld

be t h e  a p p r o p r i a t e  nornis for '  I t o l d in g  im p o r t e d  s t o r e s  and s p a r e s  i r i v e n t o r y .
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T a b l e  5 .4 4  D i s t r i b u t i o n  re ispondents .  on t h e  c e n t r a l i s e d
b u y in g  raw c o t t o n ,  a- f fe^ct ing  w o r k in g  c a p i t a l .

1 i 0

O p in i o n  o-f r e s p o n d e n t s  F r e q u e n c y  F ' e r c e n ta g e

1 . A-f f i r mat i v e  10 83.
2. Meg a t  i  v e  2 16 .66

T o t a l  - 12 100 .00

In a r e p l y  t o  a q u e s t i o n ,  w h e th e r  t h e  c e n t r a l i s e d  b u y in g  o f  raw 

c o t t o n  by BTMC c o m p l i c a t e  t h e  w o r k in g  c a p i t a l  p rob len i  o f

e n t e r p r  i s e s  , 83.  33 p e r c e n t  r e s p o n d e n t s  repjl  i ed i n thv3 a f -f i rmat  i  v e  

and o n l y  16-66 p e r c e n t  r e s p o n d e n t s  r e p l i e d  in  t h e  n e g a t i v e .  In 

s u p p o r t  o-f t h e i r  v i e w  t h e y  m en t io n ed  t h a t  BTMC i m p o r t s  t h e  raw 

c o t t o n  c e n t r a l l y  and a l l o t  t o  e v e r y  m i l l  on q u o ta  b a s i s ,  whe?ther 

t h e y  r e q u i r e  i t  o r  n o t .  The w h o le  l o t  o f  q u o ta  o-f each  

e n t e ^ r p r i s e s  had t o  be  l i - f t e d  a t  a t i m e ,  wh ich  b l o c k s  t r ie  worthing

c a p i t a l  o f  indi--/idual  m i l l .  The a b o v e  -view was d i s a g r e e d  by t o p

o - f ' - f i c i a l s  o-f BTMC. C o r p o r a t i o n  o - f - f i c : i a l s  m en t io n ed  tf ' iat 

e n t e r p r i s e  manaqesiient i s  incompeten t ,  in  under  s t  arid i ng ecor iom ic  

and d i  se?coriomi c s  o f  raw co-t.t.ori p ro cu rem er r t . TTie e r i t e r p r i s e  

management w e r e  c r i t i c a l  abou t  t h e  p r o c u r e m e n t  b'y th e

C o r p o r a t i o n .  They  want p ro c u re m e n t  power t o  be  d e c e n t r a l i s e d , 

w h ich  in  t h e  o p i n i o n  o f  C o r p o r a t i o n ' s t o p  management i s  n o t  

p o s s i b l e ,  becausc? C o r p o r a t i o n  c a n n o t  p u r c h a s e  c o t t o n  ovi casl'i o r  

c r e d i t .  They  a r e  t o  depend  on a i d  and l o a n s  ar-id a l s o  on b a r t e r  

a g r e e m e n t ,  p a r t i c u l a r l y  w i t h  s o c i a l i s t i c  c o u n t r i e s .  T h i s  work 

w h ich  i 1=. s u i t a b l e  t o  be  h a n d l e d  c e r r t r a l  1 and w i t t i  cons- tant  co-- 

o p e r a t i o n  wi 't.h di-f f ererrt. r€?le-'/ant mi ni citr i e s .
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T a b l e  5 . 4 5  D i s t r i b u t i o n  o f  r e s p o n d e n t s  on t h e  q u e s t i o n  o f
l o w  p u r c h a s in g  power  by p o o r e r  custo(rie>rs and d€?marid 
■for f o r e i g n  g o o d s  by r i c h e r  custc^ners  c o m p l i c a t e  
f i n i s h e d  g o o d s  in^ven to ry  s y s t e m .

Op i n i  on o f■ r  e  sp on d er i t  s Fr equenc'-/ P e r c e n t  age

1. A f  f  i r  mat 1 've 8 6 6 .6 7
2 .  N e g a t i v e 4 33,. 33

T o t a l 12 1o o . oo

On t h e  a b o v e  q u e s t i o n ,  66»-67 p e r c e n t  respcsndejnts r e p l i e d  in  t h e  

a f f i r m a t i v e ,  and o n l y  Z'S.Z'S r e s p o n d e n t s  r e p l i e d  in  t h e  n e g a t i v e .

The f i n d i n g s  show t h a t  m a j o r i t y  o f  r e s p jo n d en ts

m en t io n e d  t h a t  low  p u r c h a s in g  power  o f  t h e  p o o r e r  s e c t i o n  and

c lam ou r  f o r  f o r e i g n  c l o t h e s  by t h e  r i c h e r  sectir^jn o f  c u s t o m e r s ,  a 

huge  stock: o f  f i n i s h e d  g o o d s  a c cu m u la ted  in  c o t t o n  t e x t i l e

e n t e r p r i  ses.. i n  suppc<rt o f  t h e i r  v i e w ,  •t:.hey m en t i o n e d  t h a t  a huge  

q u a n t i t y  o f  I n d i a n  c o t t o n  g o o d s  came? t o  B a n g la d e sh  th r o u g h  

s m u g g l in g .  The r i c h e r  se-?ction o f  c u s t o m e r s  a r e  ver-y much fo n d  o f  

i n d i a n  c l o t h e s  and s p e c i  a i 1y l a d i e s  s a r e e s .  They  a l s o  ment i oned  

t h a t  a s i i c e a b l e  p r o t i o n  Crf p o o r e r  s e c t i o r i  bu.-y a l s o  I n d i a n

c l o t h e s ,  as  t h e  i n f e r i o r  q i i a l i t y  o f  ' those  c l o t l i e s  a r e  c h e a p e r

t  hi a ri B a n g 1 a d e  s i 'i i c. 1 o 'fc h e s .
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1 i2

fa ta le  5.4v'b Di s t r  i but. i on o-f r  espondesrits on t h e  q u e s t i o n  o +
p r e p a r a t i o n  y e a r l y  and m o n th ly  cash  b u d g e t .

O p in i o n  o f  Ve?arly  M o n th ly  P e r c e n i t a g e  P e r c e n t a g e

R e s p o n d e n t s  Y e a r l y  M on th ly

1, A f f i r m a t i v e  6 2 7 5 .0 0  2 5 .0 0
2. N e g a t i v e  2 h  2 5 .0 0  7 5 .0 0

T o t a l  8 a 100 .00  100 .00

On th£? q u e s t i o n  o f  p re vp a ra t i o n  o f  y e a r l y  cash  b u d ge t  75 p e r c e n t  

r e s p o n d e n t  r e p l i e d  in  t h e  a f f i r m a t i v e  and t h e  25 p e r c e n t  r e p l i e d  

in  t h e  n e ? g a t i v e .  On the? q u e s t i o n  o f  m o n th ly  cash  b i ’.d ge t  , o n l y  25 

p e r c e n t  r e s p o n d e n t s  r e p l i e d  in  the^ a f f i r m a t i v e ,  w h i l e  75 p e r c e n t  

o f  them r e p l i e d  t h a t  t h e y  d i d  n o t  p r e p a r e  any cash  b u d g e t  on 

month 1 y bsisi s .

The f i n d i n g s  stiCiw thiat a m a jo r i t . y  on t h e  sele?ct,€?d 

c o t t o n  m i l l s  p r e p a r e  ca sh  b u d g e t  c<n y e a r l y  b a s i s ,  f o r  s u b m is s i o n  

tcj C o r p o r a t i o n  ar"id M i n i s t r y  o f  F in a n c e .  A good  management, i s  one  

wh ich  p r e p a r e  monti ' i ly r a t h e r  w e e k l y  cash  budget. wh ich  e n a b l e s  

them ,  when t o  t a k e  1oan and f o r  wh ich  p e r i  od  and t o  e n s u r e  

s u r p l u s  cast") i f  arvy t o  be  kept, in  STD Accot.tnt. whic l i  y i e l d s  some 

g a i n .  The exami n a t i  on o f  r e c o r d s  has shown t h a t  m o n th ly  ca sh  

b u d g e t  i s  n o t  p r e p a r e d  and t h e  n e c e s s i t y  o f  w e e k l y  cash  b u d g e t  i s  

n o t  f e l t  a t  a l l .
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lha a n a l y s i s  and - f i n d in q s  o f  t h e  s tu d y  r ev e?a led  many t h i n g s  about  

t h e  i n e f f i c i e n c y  o-f w o rk in g  c a p i t a l  management in  t h e  s e l e c t e d  

p u b l i c  e n t e r p r i s e s  o f  j u t e  and c o t t o n  t e x t i l e  i n d u s t r y  and h a ve  

an sw ered  many p r e v i o u s  q u e s t i o n s .  The f i n d i n g s  r e v e a l e d  t h a t  

t h e r e  i s  i n e f  f i c i f-jncy in  manag ing  w o rk in g  c a p i t a i  p rop£?r ly  in  

q e f i e r a l  isnd more par  1 1 cu l  ar  1 y , t h e  i n e i f c i e n c y  in  i n v e n t o r y ,  

r e c e i v a b l e s  and cash  management a r e  a f f e c t i n g  t h e  p r o p e r  

managemef'it. o f  w o rk i f i g  capitcV.l i n  t h e  s e l e c t e d  p u b l i c  e n t e r p r i s e s , ,  

the? f i r i d i r i g s  f r o m  t i m e  s e r i e s  and c r o s s  s e c t i o n a l  d a t a  a r i a l y s i s  

r e v e a l  t h a t  t h e r e  i s  h ea vy  i i i v e s t m e n t  o f  fund  in  i n v e n t o r y  and 

r e c £ ? i v a b l e s  compone?nt. o f 'w o r k : i n g  c a p i t a l ,  bu t  t h e  i n v e s t m e n t  in  

c a sh  i s  v e r y  l o w  in  p u b l i c  s e c t o r  j u t e  m i l l s ,  bu t  cash  was fou n d  

e x c e s s  in  c o t t o n  t e > i t i l e  m i l l s  compared t o  our  s u g g e s t e d  m o d e l .

The f i n d i r i g s  s u g g e s t  t h a t  a i n n o v a t i v e  w o r k in g  c a p i t a l  

if ianagement mode l/norm i r"i an u r g e t  n e c e s s i t y  f o r  p r o p e r  workring 

c a p i t a l  management, in  pi.sblic e n t e r p r i s e s  i n  B a n g la d e s h  and t h e  

d e v e l o p m e n t  o f  such model/norm i s  t h e  p r i v e  o b j e c t i v e  o f  t h i s  

r■ e s  e a r  c i'i s t  i.i ci y .

1 13
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CHAPTER -  SIX

1 1 4

A COMPARISON OF WORKING CAPITAL MANAGEMENT POSITION BETWEEN 
PUBLIC AND PRIVATE SECTOR JUTE AND COTTON TEXTIL.E MILLS,.

6.1 I ft t. r oduc: t i or i

the o b j e c t  o f  t h i s  c l iapter  i s  t o  p re s en t  a. conipr at i ve  

p i c t u r e  of  the  s t a t e  o f  work ing  c a p i t a l  manageivient between the  

s e l e c t e d  p u b l i c  vs  p r i v a t e  s e c t o r  j u t e  and co t t on  t e x t i l e  m i l l s .  

S i n c e  the  sample o f  the p r e s e n t  study was taken in such a way 

t h a t  t h r e e  p u b l i c  s e c t o r  ji.\te m i l l s  o f  di-f f eM'-ent s i z e s  c::an be  

compared wi th  the  t h r e e  p r i v a t e  s e c t o r  j u t e  m i l l s  o-f s i m i l a r  

s i z e s  and the  t h r e e  p u b l i c  s e c t o r  co tton  ( sp i r in ing )  m i l l s  wi th

the  th r e e  co t t on  m i l l s  o f  s i m i l a r  type in the  p r i v a t e  sector , .  In 

the  n a t i o n a l  c o n t e x t ,  such a comparison betwee^n p u b l i c  and 

p r i v a t e  s e c t o r ,  e s p e c i a l l y  on the  v i t a l  i s s u e  o f  work ing  c a p i t a l  

management a- fter d i s i n v e s t i n g  27 co t ton  and 33 j u t e  m i l l s  -from

p u b l i c  to  p r i v a t e  s e c t o r  a f t e r  1982 has not been made and t h i s

chapt e r  p r o v i d e s  an i n t e r e s t i n g  p e r s p e c t i v e .  I t  w i l l  e n a b l e  us to

have b e t t e r  i n s i g h t s  as  ihcjw working c a p i t a l  manage?ment p o s i t i o n  

of  pt.Ablic s e c t o r  compares witti p r i v a t e  s e c t o r  in terms o f  

e f f i c i e n c y  and p a r t i c u l a r l y  to  l i q u i d i t y ,  s o l v en cy  and

p r  o f  i t a b i 1 i t y c:j f t:< i.t si- i r i e s  s .
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Six  main s e c t i o n s  compr ise  t h i s  c h a p t e r -  The so ur c e  of  

the  coiTipar £it i ve  da ta  i s  co veered in st-r'Ction cn 6 - 2 , w h i l s t  

com pa ra t i ve  a n a l y s i s  and f i n d i n g s  o f  the selectt?d j u t e  fid 1 1 s  and 

co t t on  t€?>!til6? m i l l s  a r e  p resen ted  in se^ction 6 - 3  

and 6 .4  r e s p e c t i v e l y  on the  b a s i s  ot t ime ster ies  d a t a .  On the
X.

b a s i s  o f  c r o s s  s e c t i o n a l  da ta  X a n a l y s i s  and t e s t  a r e  done on 

s e c t i o n  6 . 5 ,  i n v e n t o r y ,  r ece ivab l e?s  and cash management 

r e s p e c t i v e l y .  F i n a l l y  a sv.tmmary i s  g i v en  in s e c t i o n  6 . 6 ,

6 . 2  The da ta  Source  and A n a l y s i s .

The da ta  f o r  c o m p a r a t i v e  purposes  were c o l l e c t e d  from 

the  aud i ted  Annual r e s p o r t s  of  the? se l ect t jd  c o m p a n ie s .  These-? d a t a  

a r e  p r e s e n t e d  as. ,an a g g r e g a t e  b a l a n c e  s h e e t ,  p r o - f i t  l o s s

a c c o u n t  and s o u r c e s  and us es  o f  fundE. -for a l l  samfjle c o m p a n ie s .  

Th e r e fo re ,  i t  shou ld  be kept in  mind th a t  the  d a t a  permi t  an 

a g g r e g a t e  compar i son onl y .

Ihe l a t e s t  a v a i l a b l e  da ta  -from the  s e l e c t e d  m i l l s  a r e  

•for J.9S2--S3 to  1986--a7. There-S-ore, the compars ion i s  made -for the  

p e r i o d  1983 t o  1987.

115

6 . 3  Comparat i ve  A n a l y s i s  o f  working c a p i t a l  p o s i t i o n  and
f i n d i n g s  between the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  
j u t e  m i l l s .

t a b l e  6 . 1  d e p i c t s  tha t  the  ave ra ge  p e rc e n ta g e  of  g r o s s  

working  c a p i t a l  t o  t o t a l  c a p i t a l  employed i s  a l a r m i n g l y  as  high  

as  87.79 and 85.03 o f  the  s e l e c t e d  p u b l i c  and p r i v a t e  j u t e  mi 1 1 e- 

r e s p e c t i v e l y  dur i n g  19i32--3'3 to  19Q6-87. The a v e r ag e  p e rc e n ta g e  of
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work ing  c a p i t a l  t o  t o t a l  c a p i t a l  einployed was h i g h e s t  in smal l  

p u b l i c  j u t e  m i l l s  >;88.20) ,  w h i l e ,  the  same? 1 ow€-?st S I .  59 in smal l  

j u t e  m i l l s  o-f p r i v a t e  s e c t o r .  The above a n a l y s i s  th rows  

su- f - f i c ient  l i g h t  to  the  f a c t  tha t  compared to  t o t a l  c a p i t a l  

employed,  t h e r e  has  been a highe?r p e rc e n ta ge  o f  investmefit  in  

working  c a p i t a l  in both tht? selc-jcted p u b l i c  and p r i v a t e  s e c t o r  

j u t e  m i l l s  d u r i n g  19S2-83 to  1986-87.

Teible 6 . 2  sfiows t^ie comp-arative tu rn ove r  o f  worTjing

c a p i t a l  in the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  j u t e  m i l l s

du r i ng  1982.83 to  19B6-87. I t  ap p e a r s  from the  T a b l e  6 . 2  th a t  the

a V e r  a g e i ri v e i t t o r y t. u r  ri o v e r r a t. i s3 w a s 1. 8 2 i ri s e 1 e c t  e d p b< 1 i c

s e c t o r  j t i te m i l l s  compared to  2 .25  in tlie p r i v a t e  s e c t o r  j u t e

d u r i n g  the  p e r i o d  under st.Lidy, Norma l ly  the  in ven to r y  r a t i o

should  be 4 .29  as  per  the  Tandon Committee Report  o f  the  Reserve
1

Bank o f  I n d i a .  Howfsver , a l l  th j u t e  m i l l s  both in p u b l i c  and 

p r i v a t e  s e c t o r  co',..tld not s a t i s f y  t h i s  norm.

r a fcj 1 e 6 . 3  h i g li 1 i ci li t s  t e c: o mp a i- a t i v e f:? e i'" c:: ef 11 a g e o f

i r iventory  p o s i t i o n  to  c u r r e n t  a s s e t s  in the  s e l e c t e d  p u b l i c  and

p r i v a t e  j u t e  mi l l s ,  du r ing  1982.83 t o  1986-87,  I t  i s  -found frcim

the t a b l e  6 . 3  tha t  ti';e av e r ag e  pe rc e nt a ge  o f  invervtory to  t o t a l

cu r r e nt  a s s e t s  in tlse s e l e c t e d  pi.iblic;: aric:! p r i v a t e  s e c t o r  jvtte

m i l l s  was 65 .95  and 65.53 r e s p e c t i v e l y . So,  t h e r e  i s  l i t t l e

v a r i a t i o r i  between f:jv.‘, b l i c  and private? j u t e  m i l l s  w i th  re?gard to

a v e r ag e  p e r c e n t a g e  of  in ve n to r y  to  t o t a l  c u r r e n t  a s s e t s .

1. A.C.  S a h a (19 82 ) ,  A s tudy  o f  some problem of  work ing  c a p i t a l  
management i rt the? j u t e  m i l l s  o f  Dhaka Zone,  Bang l ad esh ,  i.ur-- 
p u b l i s h e d  Ph » D t h e s i s ,  U n i v e r s i t y  of  Baroda ,  p 176.

1 16
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T a b l e  6 . 4  d e p i c t s  the  coiTipiarati ve p e r c e n t a g e  of  t o t a l

r e c e i v a b l e s  t o  work ing  c a p i t a l  in  tht? B€?leK:ted p u b l i c  and p r i v a t e  

s e c t o r  j u t e  m i l l s  du r i n g  1982--83 to  1986-87,, I t  ap pe a r s  from the  

t a b 1 e t h a t a v e r a g e p e r  c e ri t a g e o f r  e c c e i v a b 1 e eh. t o w o r k i ri g c a p 1 1  a 1 

in  the  selG^cted p u b l i c  and p r i v a t e  j u t e  m i l l s  were? 30.90 and

28-92 r e s p e c t i  ve?l y durir ig the  s tudy  period, ,

A l though the  a v e r a g e  percevi taage of  r e c e i v a b l e s  to  work ing  

c a p i t a l  was 2 pe rcent  h i g he r  in p u b l i c  s e c t o r  compared to  p r i v a t e

s e c t o r  j u t e  m i l l s  du r i n g  the  s tudy  p e r i o d ,  but  t h e r e  i s  no

Bi gn i - f i cant  di -f f e r e n c e  between them so -far th e  p e r c e n t a g e  of  

r e c e i v a b l e s  to  work ing  c a p i t a l  i s  concerned.  However,  i t  i s  c l e a r  

•from the  a n a l y s i s  tha t  a s i i ; e a b l e  ainourit o f  •fi.uids a r e  l ocked  up 

i n  r e c e i v a b l e s  in the  s e l e c t e d  pjubl ic and p r i v a t e  s e c t o r  j u t e

m i l l s  dur i ng 1983- 87-

Ta b l e  6 - 5  shows the  compara t i ve  p e r c e n t a g e  of  Trade

d e b t o r s  to  work ing  c a p i t a l  in the  s e l e c t e d  p u b l i c  and p r i v a t e

j u t e  m i l l s  du r i ng  1982-83 t o  1986.87, The a v e r a g e  p e r c e n t a g e  o f

t r a d e  d e b t o r s  was found 14.63 in  the  s e l e c t e d  p u b l i c  s e c t o r  j u t e  

m i l l s ,  w h i l e  the  same was found on ly  9,,67 pe rc en t  in  the  p r i v a t e  

s e c t o r  j u t e  m i l l s  -for the  s tudy  p e r i o d .  I t  seems p r i v a t e  j u t e  

m i l l s  a r e  ve ry  prompt in c o l l e c t i n g  b i l l s  from customers  compared  

to  p u b l i c  sectcir j u t e  m i l l s .  But i n d i v i d u a l l y  the  a v e r a g e  

er c er i t a g e o f r e c e i v a b l e w  a eh- t- i i g ̂ i e r 16.60 i r ̂ b i g p r i v a t e j  i..i t e 

m i l l s  compared to  on ly  11.92 of  the same in p u b l i c  s e c t o r  d ur i n g  

the  s tudy  p e r i o d .

1 1 7
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I ' abie 6 . 6  h i g h l i g h t s  the  compara t i ve  per  cent  age o f  cash  

p o s i t i o n  t o  t o t a l  c u r r e n t  a s s e t s  in the  s€̂ ’l e c t e d  p u b l i c  and

p r i v a t e  s e c t o r  j u t e  m i l l s  d u r i n g  1982-83 t o  1986.8 7 . Cash i s  v i t a l

comptonent o f  work ing  capi  t a l  . Guthirian sugg£?sted th a t  p e r c e n t a g e  of

cash to  V'jorking c a p i t a l  shows the  6? f f i c i e n c y  o f  cash management 

as  a de terminant  to  work ing  c a p i t a l  management.

T a b l e  6 . 6  r e v e a l s  th a t  the  a v e r ag e  p e r c e n t a g e  o f  cash  

t o  working c a p i t a l  were 2..02 and 2»69 in the  p u b l i c  and p r i v a t e  

s e c t o r  j u t e  m i l l s  r e s p e c t i v e l y  du r i ng  1982-83 to  1986-87.

Some a u t h o r i t i e s  th ink  th a t  the  cash in  a w e l l  f i nanced  company 

shou ld  not bt  ̂ 1 £?ss than 5 to  10 pe rce nt  o-f

■working c a p i t a l -  E xpe r i e n ce  shows tha t  s t r o n g  companies  a lways  

have cash s u f f i c i e n t ,  t o  cove r  a l l  c u r r e n t  indebtedness , ,  Coampared  

to  that  cash was ve ry  much low in both the  p u b l i c  and p r i v a t e  

s e c t o r  j u te  mi 1 I s  under s tudy .

1 18

2. I b i d .  5. A.C.  Saha.  I b i d  p 186 6 . I b i d ,  p 187

3. A.C.  Saha,  I b i d  p 187.
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1 3.9

T a b l e  6. .1 C o m p a r a t i v e  p e r c e n t a g e  o f  w o r i ; i n g  c a p i t a l  
( i . e .  c u r r e n t  a s s e t  s ) t o  t  o t  a 1 c a p 1 1 a 1 emp1o y e d  
( o p e  r  a t  i n g a s  s  e  t. s ) i n  t h e  p u b 1 i c a n d p; r  i v a t  e 
s e c t o r  j u t e  m i l l s  d u r i n g  1982-83 t o  1 9 8 6 -8 7 .

PllBL. IC SECTOR JUTE MILLS
Y e a r s

LBJM
( b i g  m i l l )

KJM
( med i i,.!m

NBJM
mi 11) ( smal 1 ini 11 )

Avera ge  of  
th r e e  m i l l s

1982.83 86 . 37 8 5 .3 3 79. 36 83.. 69
1993-84 81 . 25 88 . 79 85. 06 85. 03
1984-85 87 „ 12 90. 70 91 . 08 89 „ 63
1985-86 92!. 45 8 8 -05 9 2 .5 3 91 .01
1986-87 90. 97 84. 6.i 9 3 .0 0 89. 5-i

Aveage 8 7 .6 3 8 7 . 50 88. 20 87 .79
o f yr s-

Y ea r s
PRIVATE SECTOR JUTE HILLS

CJMC Ltd.  
( b i g  m i l l )

VJP L td .
(medi \ .im mi 1 1 )

WJM Ltd .  Ave rage  of
( sm a l 1 mi 1 1 ) th r e e  mi 1 1 s

1982-83
1983-84
1984-85
1985.86
1986-87

84. 44 
91 . 81 
9 3 . 77 
'91 , 50 
9 0 . 36

82.92  
8 6 . 30 
90. 27 
78., 15 
79. 40

67. 56 
79. 14 
83. 83 
87. 1 1 
90. 10

78. 1 1 
85.54  
89 „ 29 
85.58  
86.62

Aveage 90.35  
of  5 y r s -

83. 29 81.54 85.03

Sources Annexure I,, I I ,  I I I ,  V I I ,  V I I I  IX (Fac t  Method)  
£«al avice sheet  i nf  ornjat i o n .

CJMC -  C h i t t ago ng  Jute  Mfg.  Company Ltd .  
VJP -  V i c t o r y  Jute  Prodi.\cts Ltd .
NvJM -  Noapara  Jute  M i l l s  Ltd .
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6 . 2  Cofiip a r  at. i v e  inven t .Dry  t u r n o v e r  r a t i o  in  the^ s e l e c t e d
pub l ic :  and p r i v a t e  j u t e  m i l l s  d u r in g  1982--83 t o  1986-87

r

F̂ UBL. 1 C SECTOR ■JUTE MILLS
/ ear  s

LBJH 
( bj i g ffii 1 1  )

KJM
( med1 urn mi 1 1 )

NBJM
<: smal l  m i l l )

Ave rage  ot 
th r e e  ( l i i l l s

1982-83
1983-84
1984-85
1985.86
1986-87

1 .92  
3.22  
1 . 4 1 
1 . 40 
1 . 70

2. 70 
1.41 
1„43 
1.59  
2. 49

4. 58 
1 , 37 
0. 54 
0. 52 
1 .97

2.89  
2 . 0 0  
1.13  
1.17  
2 . 06

Aveaqe  
o f  5 yrE.„

1.91 1 . 82 1. 73 1.82

V e a r  s
PRIVATE SECTOR JUTE MI I..L..S

CJMC 
( b i g

L td .  
mi 1 1  )

VJP Ltd  
< med i mi 1 1 )

NJM L.td.
<smal l  m i l l )

Ave rage  of  
three? m i l l s

1982-83
1983-84
1984-85
1985-86
1986-87

2 „ 55 
2.09  
2.49  
l!. 23 
2. 40

0 . 61 
0.48  
S „ / 
4. 29 
2.19

2.33  
1 .59  
2.46  
1.71 
2.95

1.83  
1 . 38 
2„ 77 
2. 74 
2.51

Aveage  
of  5 y r s .

2 . 35 2.18 •"T f-i •> 2„ 25
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6 . 3  Comparat i ve  p e rc e n ta g e  ',3-f i n ve nt o r y  to  c u r r e n t  a s s e t s  
< i . e .  g r o s s  work ing  c a p i t a l )  in the- s e l e c t e d  p u b l i c  

p r i v a t e  s e c t o r  j u t e  m i l l s  du r i n g  1982-83 t o  1986-87.

Year s
PUBl-1C SECTOR •JUTE HIL.L.S

LBJM
( i g m ill)

KJM
UTiedi urn

NBvJM 
1 mill) (small

Average of 
mi 1 1 ) thre^e mi 1 1 s

1982-83 67. 1 2 59. 54 68. 20 64.95
1983-84 70. 10 57. 95 59,. 77 62. 61
1984-85 75. 51 75. IS 68. 10 72.93
1985-86 75.63 66. 45 65. 78 69. 29
1986.87 69. 88 55. 18 55. 82 60. 29

Psveage 7 1 . 64 62.86 63. 53 65.95
of  5 y r s .

PRIVATE SECTOR JUTE MILLS
Y ears

CJMC Ltd. 
(big mill)

VJP Ltd. 
(med i •,..un mi 11 )

WJM Ltd. 
(small mill)

Average of 
three mills

1982-83 30.97 65.33 67. 61 54.63
1983-84 70. 49 72. 12 63.61 68. 74
1984-85 73. 44 73.20 63.84 70. 16
1985.86 75.58 64. 86 61. 30 67.24
1986-87 68. 33 75.40 49.05 64. 26

Aveage 
of 5 yrs.

63.76 7 1.16 61 „ 08 65. 00
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6 . 4 Comparati  ve p e r ce n ta qe  o f  t o t a l  reecei vab l  €?s to  working  
c a p i t a l  <current  ass-f-r-ts) o f  the  ?:ievl ec.ted p u b l i c  and 
p r i v a t e  s e c t o r  j u t e  m i l l s  du r i ng  19S.2.83 to  1986-87.

Yeeir s
PUBLIC SECTOR JUTE MILLS

LBJM 
( t-. i q mi 1 1 )

KJM
(me;di um mi 1 1 ) (smisl 1 mi 1 1 )

Averaqe  o-f 
thre^e? mi 1 1

1982-83 31 . 61
1983-84 30. 31
1984-85 23.51
1985-86 24.09
1986-87 29. 37

Aveage  
o+ 5 y r s .

27.77

36. 99 
25. 17 
23.57  
30. 03 
39. 73

29.30  
37. 98 
28.50  
33. 13 
40. 54

32.63  
31. 15 
25. 13 
29. 08 
36.55

31 .09 33. 89 30. 90

Yea r s
PRIVATE SECTOR JUTE MILLS

CJt-IC L td .  VJP L td .
( b i g  mi 1 1 ) ( ciieci i urn «ii 1 1 )

NJM Ltd .  
( smal l  m i l l )

Average  of  
t h r e e  m i l l s

1982-83
1983-84
1984-85
1985-86
1986-87

45.41 
16 - 1 1 
18.31 
23.34  
27.48

40. 41 
21 . 72 
19.83  
24. 04 
19. 32

31 . 66 
3 4 . 52 
33 „ 71 
3 4 . 80 
43. 28

39. 16 
24.11 
23. 95 
27. 39 
30. 02

Aveage  
o i  5 yrs.

26. 13 f,, ’v.>6 28.9:
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C o m p a r a t i v e  perc.6?nt.ac,t? o f  accou.nt.B r e c e i v a b l e  
( t r a d e  d e b t o r E . )  t o  work inc }  c a p i t a l  ( t o t a l  c u r r e n t  
a s s e t s )  i ft t h e  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  
_}ute m i l l s  d u r in q  1982-83  t o  19c^6-S7,

Y ea r s
PUBL. IC SECTOR JUTE MILLS

lehjm
( b i g  m i l l )

KJM NBJM 
(me-?di urn mi 1 1 ) ( smal 1

Avterage of  
mi 1 1  ) threes mi 1 1 s

19S2-83 12, 48 16,83 16„ 25 15.19
1983-84 12. 78 1 1 . 48 22.09 15.45
1984--85 9, 77 8,67 1 .  48 1 1 .64
1985--86 13. 10 1 7. 64 1 7. 25 15.99
1986-87 11.48 14. 94 1 1. 55 14 . 91

Aveage 11. 92 13.91 16. 72 14.63
o-f yr £ .

Y e a r s
PRIVATE SECTOR JUTE MILLS

CvmC L t d .  
( b i g  mi 11)

VJP L t d .  
( meci i  1.1 ill mi 11 )

WJM L t d .  
( s m a l l  ini 11 )

A v e r a g e  of- 
th ree ;  m i l l s

1982-83 :50» 70 1 0 0 1 17. 37 19. 36
1983.84 12.81 7. 48 3. 74 8. C) 1
1984-85 11. 54 8 . 4 8 2. 15 7, 39
1985-86 1 1 . 07 8 .  00 7.91 8. 99
1986-87 16 .90 6.  16 11 .82 11 „ 62

A v e a g e 16, 60 8 .0 2 8. 59 9 .6 7
o-f 5 yr i
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6 . 6  C o m p a r a t i v e  p e r c e n t a g e  o+ c a sh  t o  t o t a l  c u r r e n t  a s s e t s  
( i . e .  q r o s E  w o rk in g  c a p i t a l )  in  the!' s e l e c t E 'd  p u b l i c  S< 
p r i v a t e  seH::tor j u t e  m i l l s  d u r i n g  .1982-83 t o  19S6--87.

1 C SECTOR ,JUTE MIL.LS
Veai" 5:-

l.BJM
'■ i c] flii 1 1 )

KJM
< iTied i um ffii 1 1 )

MBJii
( smal l  m i l l )

Ave rage  of  
t h r e e  mi 1 1 s

19S2-S3
1983-84
1984-85
1985.86
1986--87

1 . 25 
0„ 77 
0 . 66 
C ) 83 
0. 76

3.45  
1.18  
0. 36 

52! 
5. 09

2.49  
2.24  
3 . 0 0  
1.09 
3.63

2. 40 
1. 40 
1 . 34 
1.81
3. 16

Aveage  
o+ 5 y r s .

0 .85 2. 72 2. 49 2 . 0 2

PRIVATE SECTOR JUTE HILLS
> T.tr ui r

CJMC 
( b i g

L td .  
ifii 1 1  )

VJP Ltd  
(medi um mi 1 1  )

NJM Ltd .  
( smal l  m i l l )

Ave rage  o-f 
t h r e e  m i l l s

1982-83
1983-84
1984-85
1985-86 
1986.87

1 . 00 
2 . 60 
0. 40 
1 . 07 
4» 18

4.26  
0.18  
1, 72 
7.97  
1. 27

0.72  
1 - 04
2. 44
3, 89 
7,. 66

1 .99
1 .27 
1.52 
4. 31 
4. 3/

Aveage  
o-f 5 yr 5=..

1 3.08 3. ,15 2.69
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6 « 7  C o m p a r a t i v e  p e r c . e n t . a q e  o f  M e t  C r a s h  f  i  o w s  t o  c u . r r e n t

1 i  a b i  1 i  t  i  e?E. i n  t h e ?  B e l e c t e d  pubJ .  i c  a n d  p r i v c ? . t e  

s e c t o r  j u t e  i T i i i l s  d u r i n g  1 9 8 2 - - 8 3  t o  1 . 9 S 6 - - S 7 .

-f

Yea r s
PUBL. 1C SECTOR JUTE MILLS

LBJH
< b' i g m i l l )

KJM
(medium m i l l )

MBJM
( sma l 1 mi 11  )

Ave rage  o f  
t h r e e  m i l l s

1982-83
1983-84
1984-85
1985--86 
i 9 8 6 - 8 7

( 14 .18)  
<6.32)  
■;2. 47)
( 6 6 4 )
1 . 13

1 2 . 0 2  
( 1 .85 )  
(19.71>  
(15,. 99)  
( 8 .18 )

1 2 . 0 1  
18. 59 
13. 66 
( 6 .63 )  
( 18 .25 )

3 .28  
3.47  
( 2 .84 )  
( 9 . 75 )  
( 8 .43)

Aveage-? 
of  5 y r s .

( 5 .69 ) ( 6 . 74) 3.87 (2 . 85 )

Year s
PRIVATE: SECTOR JUTE MILLS

CJMC Ltd .
( b i g m i l l )

VJP L td .  
(medium m i l l )

NJM L..td. 
( smal l  m i l l )

Ave ra ge  o f  
th r e e  m i l l s

1982-83
1983-84
1984-85
1985.86
1986-87

■: 1 0 . 41 ) 
<23.37)  
( 40 .72)  
( 5 9 . 0 2 ) 
( 5t). 6 *l.)

( 32 .74)  
( 83 .59 )  
( 44 .76)  
( 53 .83)  
( 51 .27)

( 128.58)  
( 63 .15)  
( 79 .01)
( 69 .35)  
( 76„48)

(57,. 24)  
<56.70)  
( 41 .34 )  
<60.96)  
( 61 .46)

Aveage  
o-f 5 yrs-„

(38 .03) ( 3 . . ) ( 83 .31) ( 55 .55)

T a b l e  6 „  7  r e v e a l s  t h e  c o m p a r a t i  v e  p e r c e n t a g e  o - f  n e t  c a s h  f l o w s  t o  

c u r r e n t  l i a b i l i t i e s  i n  t h e  s e l e c t e d  p u b l i c  a n d  p r i v a t e  s e c t o r  

j u t e  !i i i  1 1  s  d u r i n g  1 9 S 2 - 8 3  t o  1 9 8 i S - c ! 7 „  T h e  a v e r a g e  p e r c e r i t a q e  

n e g a t i v e  n e t  c a s h  f l o w s  t o  c u r r e n t  l i a b i l i t i e s  w a s  < 2 -  8 5  > a n d

/ »::• c-' cr cr
) i n  t h e  s e l e c t e d  p u b l i c  a n d  p r i v a t e  s e c t o r  j u t e  m i l l s

r e s p e c t i v e l y  d u r i n g  t h e  p t s r i o d  o f  s t u d y .
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The p o s i t i o n  o-f net cash f l o w s  to  c u r r e n t  l i a b i l i t i e s  i s

very  g r a v e  in the? s e l e c t e d  p r i v a t e  j n t e  m i l l s  compared t o  p u b l i c

s e c t o r .  Except  Mabarun j ’ute m i l l s  in the  p u b l i c  s e c t o r ,  a l l  the

s e l e c t e d  jute? m i l l s  had n e g a t i v e  perce r i tage  o f  net c a s h f l o w s ,  bi'.t.

Nabarun j u t e  m i l l s  had a l s o  ne?gativt? p e r c e n t a g e  o f  c a s h f l o w s  in

some ycears. Actua l  l i g u i d i t y  and sc;>lvency of  tht? jutt-:' m i l l s  i s

mainly  based  on pejrc:entage o f  fiet c a s h f l o w s  to  c u r r e n t
4

l i a b i l i t i e s  and c o ve r ag e  of  c u r r e n t  l i a b i l i t i e s .

1 2 6

4. I b i d ,  p 266

Dhaka University Institutional Repository



T a b l e  6 .  Q Compa r at. i vg Cos t. Eir e a down R a t i  os o i  t.I~ie s e  1 g c t e<:i
p u b l i c  and p r i v a t e  sec.tor j u t e  mi 1 1 b du r i ng  1.982--83 
to  1936-87

PUBLIC SECTOR JUTE MILLS

127

Y r s . LBJM KJM NBJM
7. •/. 7. 7, 7. 7. 7, 7. /« 7- 7. 7. 7. 7.
Mat. Lab,, Over Admn S e l  1 Mat. Lab Over  Adm. S e l  1 „ Mat. Lab, Over Aden. S e l l .
c a s t c o s t hesid e>: p . e>; p . c o s t  c o s t  head exp e;-; p. c o s t c o s t head exp  e;:p.

c o s t c o s t c o s t

1982-83 39. 34 27., 30 14. 30 1. 63 2 .71 3 4 .2 2  2 5 „38  15 .46  1„ 80 4. 21 37. 31 37, 16 8. 1:3 7 .0 4  2 „03
1983-84 7 8 .9 2 30. 98 12. 92 1 .55 2, 38 3 7 .7 2  29 .21  11 .84  1. 69 '■"i crx-.» 38 .66 36. 69 26, 00 -  2 .7 8
1984-85 35. 43 29, 15 11,. 27 1» 15 1. 76 5 4 .9 3  26. 11 8 .91  2. 52 1 . 97 34. 42 23. 14 23, 43 -  1, 74
1985-86 39. 00 36. 00 6, 20 2. 26 1 . 76 3 5 .9 5  3 2 .3 7  10 .57  3. 23 X.'. M-.••rr•J' 36 . 86 32 . 57 1 1 , 24 2 .3 2  1 .9S
1936-87 39. 58 39. 66 15. 36 1 . 39 1 . 79 3 9 .3 5  4 5 .3 8  14 .73  3. 22 .. 76 38.. 30 38. 75 14 „ 93 2 „ 31

A v e r a q e 46 „ 45 32 . 73 12,11. 1. 59 1. 37 3 9 .6 4  3 1 „73  12.31 2. 50 3. 10 37. 21 34. 66 16. 75 1 .37  2 .2 2
o f  5 vr'5

PRIVATE SECTOR JUTE MILLS 

YrB„ CJMC LTD. VTP LTD. NJM LTD,
7. 7. 7, 7. 7. 7, "/ V "//n /n /■ /ft 7. 7. 7. 7u 'V/n

' <» Mat . Lab, Over Admn Sel  1 Mat . Lab Over Adm. Sel 1 . Mat. Lab. Over Adm. Bel 1 .
cos t cost. head e>: p . e>! p . cos t co s t  head exp exp • c o s t  cos t head e>; p ex p.

cost cost cos t

1982-33 38, 53 29. 56 19. 45 3. 45 0. 99 38. 61 26.57 28 .72 3 .18  0, 72 35.17 22.32 ’.j'8, 36 1 . 74 ...
1983-34 51 „ 90 35.. 87 25. 27 0, 66 0. a 1 49. 33 31,23 32.44 5 .99 0. 53 49.51 21.50 27. 35 3. 04 1 „ 26
1984-85 86, 68 28. 37 17.18 0.31 0, 55 77, 63 28.78 12.68 3 .66 0. 62 63.35 17.54 27. 37 2. 45 1 . 30
1935-36 33 , 32 36 .. 23 24 . 23 4. 24 0„ 72 36. 62 35.53 16,30 4 .95  0, 7 :l. 46.37 33.61 37. 77 3. 57 1 . 3:3
1986-87 40. 37 43. 54 25. 27 « ”7 y 1 . 40 36. 34 46.23 15.97 4 .10  0. 96 29.95 20.21 32. 99 3.21 0. 77

Average 50. 26 34. 71 22. 28 /-V ~-x •> / 0. 89 47. 70 33.67 21.22 4 .37  0. 71 44.87 23.03 3 2 . 86 2. 80 1 . 43
of  5 yrE

____ _ ..........». _____ ___ ... _______________ ___ ________________ _________ _____ __

Source  s F-ACT sl"ieet o f- tl ' ie se l  ec::ted j u t e  mi I I s  a n n e x u r e - I I  I & V I I t o  IX.

N. B , Per c e n t a g e  o-f each  coniponer it o f c o s t  I'ias  been c a l c u l a t e d  i n r e l a t i o n  t o  s a l e s .
tat:;ii"'iQ s a l e s  as  1.
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f a b l e  6 - 8  r ev iva l s  t h a t  a v e r a g e  m at e r i a l  cost. was h i g h e r  in  

p r i v a t e  se/ctoi' j i rte m i l l s  compiare^d to  pu l i l i c  Bector  , but tliert? 

was no s i g n i f i c a n t ,  d i f f e r e n c e s  in 1 abour c o s t  between p u b l i c  and 

private? s e c t o r  iu te  m i l l s  e>;c€?pting smal l  f f i i l l s .  Edit a v e r ag e  

overhead  c o s t  was found much h i g h e r  in p i - i va te  sector-  . jute m i l l s  

corrifjar€?d to  p u b l i c  s e c t o r .  Fu r th e r  i n s i g h t s  i n t o  the  a v e r ag e  

l owe s t  c o s t  pet- ton of  H e s s i a n ,  Sacking  and CBC between p u b l i c  

and p r i v a t e  s e c t o r  j u t e  m i l l s  a r e  shown in  the  t a b l e  6 . 9  and 

6 . 10 .  Comparat i ve  e l ementw i se  l owes t  co s t  s t r u c t u r e  o f  H e s s i a n ,  

E.ack;ing and CBC i s  shown in T a b l e  6 .11 .

128

T a b l e  6 .9  ShovMing t h e  c o m p a r a t i v e  p r o u d c t w i s e  a v e r a g e  cost.
pcsr t o n  <in Taka )  o f  hesisi a n , s a c k i n g  and CBC 
b e tw een  p u b l i c  (BJMC) and P r i v a t e  (BJMA) sect.csr 
j  u t  e  m i l l  s d u !■ i r i g 19 3 7 -■ 8 8 .

Cost

h e s m a w

E >; p or t e a r n i ri g Gap ( T k - )

BJMC
BvifMA

Average

25720
29209

27465

21 329 
2178S

21558

4391
7421

5906

17.1
25-4

SACKiJ-iG

BJMC
BJMA

16802 
1 7097

13754
13126

3048
3971

18. 1 
23. 2

Av«?r age 16950 13440 3510 20. 7
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C . B . C

1.29

BJtiC
BJMA

Av€?r age

32208
29320

30764

24633
24630

?4641

7555
4690

6122

23.5  
16 .0

19.9

T a b l e  6 .10  Showing the  compera t i ve  p r o du c t w i s e  a v e r ag e  
of  f i v e  l owest  coBt per  ton o i  h e s s i a n , 
s a c k i n g ,  and CBC and f i v e  h i g h e s t  ex p o r t  
e a r n i n g s  of- the? safiie betwh?e?n the  p u b l i c  
and p r i v a t e  s e c t o r  j u t e  irn 11 s d u r i n g  19a7--aS.

HESSIAN

Lowest
Cost

(A-'/. 5 mi l l i s )

Hi qh€?Bt
Expor t  ea rn ing  

<Av. 5 m i l l s )

G a p ( T k . >

BJMC
BJMA

BJMC
BJMA

23066
24367

A-veraqe 23717

14772
14861

A-v er  age 1 -4 817

21805
23388

SACKING

14623 
14 168

14395

c . B . c;.

979

1121

149
693

D» D 
4, O

4.7

1 . O
4 .7

2 . 8

BJMC
B̂ 3MA

Average

28199
27666

27933

23253
24347

24050

4946
2819

3383

17.5
1 0 . 2

1 3 . 9

A1 1  f i g u r  e s c a 1 c. u 1 a't c? c:l o r i s i fupi 1 e a v e r a g e b a s i e:. .

Source :  Annual Report  o f  BJMC and E(JMA, 1987 8 8 .
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f a b l e  6-11 Showing the  coiTiparat i ve  l owes t  e l  ementwi se  
cosit per  ton o f  heBsi  a n , s ac k ing  and CBC 
between p u b l i c  and p r i v a t e  s e c t o r  j u t e  
m i l l s  du r ing  1987--8£(-

Hessa i  n 

BJMC BJMA 

Raw j u t e  7118 7911

Other  
Mat -

Wages  

S a l a r y  

Rep a i r s  

f-'ower 

I n t e r e s t  1063 

Others  1443 

Tota l s  21748

701 525

7157 6399

1442 

1 378 

1446

1601 

1 404 

1 1 1 2  

1415 

1519 

21886

Sac k i ng CBC

BJMC B J M A BJMC BJMA

5196 5680 8395 10653

808 562 79 i 766

4546 3660 7512 5403

871 787 1 690 1634

643 579 1673 1475

631 416 1677 1231

437 694 1565 1932

698 7.:!'6 2223 2346

13830 13114 25526 25440

Sources Annual Repo r t s  of  BJMC and BJMA, 1987-88-

T ab l e  6 -9  skiowE:. the  p r o d u c t w i s e  per ton av€?raqe c:ost o f  ji.ste 

i n d u s t r y  both in publ ic,  and p r i v a t e  s e c t o r  j u t e  m i l l s -  The 

av€?;rage co s t  o f  p ro du ct io n  p£?r ton of  h ess i  an v- âs found t o  be  

much h ig he r  in p r i v a t e  s e c t o r  j(..\te m i l l s  compared to  p u b l i c  

sf?ctor-  The a v e r ag e  cost  of  pi-odi.tct i oti per  ton o f  hess i  ari in  

p r i v a t e  s e c t o r  j u t e  m i l l s  was found to  be Tk- 29209 compared  

T k . 25720 in  P u b l i c  Sec to r  j u t e  m i l l s  du r ing  1987-88- The a v e r a g e  

c o s t  of  pr odi.’.ct i on per ton o f  h e s s i  an was found Tk. 34B9 more in

p r i v a t e  s e c t o r  j u t e  m i l l s  compared to  p u b l i  c s e c t o r , b u t  expor t  

e a r n in g  from per  ton o f  l iess i  an was found on ly  Tk„459 more in
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p r i v a t e  s e c t o r  iutts m i l l s  cocrjpared to  f j ub l i c  s e c t o r .  T ab l e  6 .10  

shows th a t  the  1 owc?st av e r ag e  co s t  per ton o-f h e s s i  an and s ac k in g  

o^ - f ive p r i v a t e  s e c t o r  j u t e  m i l l s  was h i g h e r  coinpared to  j : ;ublic 

s e c t o r .  I t  was r e v e a l e d  from T a b l e  6 .11 ;  tha t  pr ivatt^  sec to r  j u t e  

m i l l s  showed Tk. 793 more f o r  raw j u t e  c o s t  per  ton o f  h e s s i a n  

comparfed t o  p u b l i c  s e c t o r  jute'  m i l l s .  S i m i l a r l y  per  ton raw jute? 

co s t  f o r  s a ck in g  and CBC wits Tk„ 434, and Tk.1658 r e s p e c t i v e l y  

h ig he r  in p r i v a t e  s e c t o r  j u t e  m i l l s  comapr ed to  p u b l i c  s e c t o r . 

S i m i l a r l y  i n t e r e s t  c o s t  v,ias much h i ghe r  p 6?r ton o f  s a ck in g  and 

CBC in  p r i v a t e  s e c t o r  jute^ m i l l s  compared to  p u b l i c  s e c t o r .  But ,  

v-)ages, s a l a r y ,  r e p a i r s  and power c o s t s  per  ton o f  hfi?ssi a n , 

s ack ing  and CBC were found highen-' in p u b l i c  s e c t o r  j u t e  m i l l s  

compared, to  p r i v a t e  se<;:tor.

From the  above a n a l y s i s ,  i t  may be infurrcsd tha t  private?  

s-ector j t ite m i l l s  g e n e r a l l y  show h ig he r  p r i c e s  o f  raw j u t e  c o s t ,  

in  o rde r  to  e x t r a c t  undue? c o n c e s s i n s  from the  Governme?nt in terms  

of  comperisation f o r  l o s s  and a l s o  to  evade  the  payment of  t a xe s .  

Th€? da ta  a l s o  suppjort th a t  p r i v a t e  s e c t o r  j u t e  m i l l s  en jo y  mere 

cheap bank l oan compared to  p u b l i c  s e c t o r .  However ,  i t  was found  

th a t  cos t  c o n t r o l  system i s  i n e f f e c t i v e  in  p u b l i c  s e c t o r  jute? 

mi 1 1  s  and wages ,  s a l a r y ,  r e p a i r s  and povier c o s t  per  ton o f  

he?E:.si a n , sack;irig and CBC were foiind high€?r in p u b l i c  s e c t o r  j u t e  

m i l l s  coi?ipared to  p r i v a t e  sector , ,  Howe^ver, i t  was found that  c o s t  

co n t ro l  system i s  i n e f f e c t i v e  i is pi.'.blic s e c t o r  j u t e  nd 1 1  s and 

wages , s a l a r y ,  r e p a i r s  and power co s t  per  ton o f  h e s s i a n ,  s a c k in g  

and CBC w£?re found highe?r in  p u b l i c  s e c t o r  j u t e  m i l l s  compared  

t o  p r i v a t e  e t o r  .
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6 .4  Compara t i ve  a n a l y s i s  of- work ing  c a p i t a l  p o s i t i o n  and
• f ind ings  between the s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  
co t t on  ( s p i n n i n g )  te>;ti  l e  mi 1 I s .

6 . 4 . 1  li'-nRODUCTIOW

Th is  s e c t i o n  o f  ch ap te r  si>; p r e s e n t s  an i n t e r e s t i n g  

picti.irt5 between the  s e l e c t e d  p u b l i c  v s  p r i v a t e  seri tor co t t on  

spinnir iq m i l l s  di s i  n ve s te d  t o  p r i v a t e  s e c t o r  -from p u b l i c  s e c t o r  

(BTMC) aftei '  the  new I n d u s t r i a l  p o l i c y  of  19Q2. T a b l e  6 ,, 12 to  

6-24 h i g h l i g h t s  the  compara t i ve  f i n d i n g s  o f  both pjubl ic and 

p r i v a t e  s e c t o r  co t t on  t e x t i l e  m i l l s  d u r i n g  t!ie p e r i o d  from 1982-- 

83 t o  1986 37. Attempt has tjeen made tc< -fii'td out whether tt iere i s  

any d i f f e r e i ' i c e  in e f f i c i e n c y  f o r  managing the  wortiiiig cap j i ta l

between p u b l i c  arid p r i v a t e  s e c t o r  co t t on  t e > ! t i l e  m i l l s .  I t  has

been w i d e l y  accepted  tha t  the  p r o f i t a b i l i t y  o f  a b u s i n e s s  

entejrpr i se? l a r g e l y  dcspends on the' idanner in wtiich i t s  work ing

c a p i t a l  i s  managed. Both e> ; cess ive  and in ad e qu at e  work ing  c a p i t a l

a re  harmful  fcir any b u s i n e s s .  So,  i t  i s  d e s i r a b l e  th a t  ejver / 

e n t e r p r i s e  i s  expected  to  ma in ta in  an optimum l e v e l  o f  c u r r e n t  

a s s e t s  -f-or ma>; i m>am re tu rn  on inves tment .  However,  the  f o l l o w i n g  

a n a l y s i s  and f i n d i n g s  w i l l  enabjle i..ts t o  answer our h y p o t h e s i s  i s

in  C ha p te r.1, tha t  t h e r e  i s  no d i f f e r e n c e  between the  l e v e l s  o-f

e f f i c i e n c y  in workritig c a p i t a l  management o f  p u b l i c  and p T i v a t e  

s e c t o r  co t t on  t e x t i l e  e n t e r p r i s e s .
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6 .12  CoiTiparat i ve inven to r y  nover r a t i o  in the  s e l e c t e d
publ ic:  and psr ivate siector co t t on  ( sp i  nni nq) m i l l s  du r i n g
1982-33 t o  1986-87.

Years,
PUBLIC SECTOR 1 EXTILE lilLL.S 

Monno < o l d ) Quader i a Sa t r  ang Average  o-f 
thre^e m i l l s

1982-83
1983-84
1984-85
1985-86
1986-87

Aver age  
o f  f5 y r s .

4. 38 
2.21 
1.14  
2. 32 
4. 28

3.74

4.18
2. 34 
1 . 1 7
3. 13 
2. 96

2. 77

1 .75  
1 . 32 
3. 31 
1.95  
1 .95

1 92

3.44  
1 . 96 
1 . 87 
2. 47 
2. 83

2.51

Y e a r s
A s h r a t

PRIVATE SECTOR TEXTILE MILLS

Ra:;Chand 
<spi rini n g )

A-iver age of- 
t h r e e  m i l l s

1982 83
1983-84
1984-85
1985-86
1986-87

NA 
1 .57  
2 .28  
1 . 37 
1 . 4 1

Average  1.66  
of  5 y r s .

1. 36
2. 03 
1. 73 
1 .08  
1. 33

3.08  
1 - 31 
1.57 
1. 15
3. 73

1 ,,51 2-17

2 , 2 2  
1 ,64 
1.86 
1 .66  
2 . 16

1.91

Source  : Appendix. I -  XII

T a b l e  6-12 d e p i c t s  the  comp=v,r at i vt? tu nro ve r  o f  work ing  c a p i t a l  in  

the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  co t t on  t e x t i l e  m i l l s  

dur ing  1902=83 t o  1986-87.  I t  ap p e a r s  from the  t a b l e  tha t  a v e r a g e  

i n ven to r y  turnove^r r a t i o  was 2-51 times, in p u b l i c  s e c t o r  compared  

to  1.91 in the  p r i v a t e  s e c t o r  m i l l s .  The  ̂ a v e r a g e  in v e n t o r y  

tunover  r a t i o  o f  i n d i v i d u a l  s e l e c t e d  u n i t s  d u r i n g  f i v e  y e a r s  was  

■found 3 .74 ,  2 .77 and 1.92 in  the  Monno ( o l d ) ,  Quader i a and Ba trang
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1. :54

t.e>;ti.leB r e s p e c t i v e l y  in publ ic.  ??,ector , w h i l e  the  same was found

1.66 ,  1.57 and 1.91 in  Ashr a f  , Charid arid Ras t e x t i l e s

r e s p e c i t v e l y  in the  private? s e c t o r .  The a v e r a g e  i n v e n to r y

tu rnov er  r a t i o  was 4 .42  in  1978--79 in th e  48 Ind ian  co t t on
5

text i l e? m i l l s .  However,  the  p i c t u r e  in  both p u b l i c  arid p r i v a t e  

s e c t o r  co t t on  t e x t i l e  m i l l s  du.ring the s tudy  p e r i o d  was ve ry  low  

compared to  Ind ian  in d u s t r y  s tar idard.

A.. T . T'o f- az 2 a l  H o ssa i  rs < 1984) Mariagement o f  wch" k i rig c ap i  t  a 
in  c o t t o r i  t e x t i l e  i n d u s t r y  o f  B a r i g la d e sh ,  U r ipub l ish ed  
P h . D. "f' h B s i s ,  U ri i v e  i- s i t  y o  f- H; a 11 a y a ri i , B a r' u d a , p 6 3.
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6 . 1 3  ComparatiVB pe r c e n ta qe  o f  in ven to r y  to  t o t a l  c u r r e n t
aBS-ets. in the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  co t ton  
t e > ; t i l e  m i l l s  d u r i n <3 19S2-83 to  1986-87 „

Yecirs

1982-83
1983-84
1984-85
1985-86
1986-87

PUBLIC SECTOR TEXTII..E MI!.!.S

Monno( o l d )

39 - 94 
59.90  
63. 32 
49.20  
29. 24

Quader i a Sa t ra ng

37.64  
47.25  
62. 55 
42.41  
37. 1 1

4 1 . 97 
54.65  
50.81 
39. 40 
56.60

Avera ge  of  
t h r e e  mi l l !

39 .85  
53.93  
58. 79 
43.67  
40.98

Aver age  
of  5 y r s .

48, 32 45. 33 48.64 47.44

Year s
As hra f

PRIVATE SECTOR TEXTILE MILLS

RazChand 
<spi nni n g )

Ave rage  of  
t h r e e  m i l l s

19B2--S3 80.55 48. 74 67. 58 65.62
1983-84 87.82 49, 76 •7-7 . 9 9 71 .85
1984-Q5 62. 13 51 .69 73. 72 64. 18
1985-86 70.91 59.21 84, 80 7 1 . 64
1986-87 59. 21 55.62 58. 70 57.84

Aver age 7 1 ,. 96 53. 00 73. 55 6 6 - 2 2
o f  5 yrB-

SourcB 'i Annexui-e V I I  t o  X I I ,  which a r e  p re p a r e d  from publ i f ihed  
Annual accounts  and reports?- o f  the? selentted co t ton  
A i 1 I s ,

Ta b l e  6 ,13  r e v e a l s  that  a v e r ag e  p e rc e n ta ge  of  i n v e n t o r y  t o  t o t a l  

c u r r e n t  a s s e t s  was 47.. 44 in  the  s e l e c t e d  uni t s  of- publ  i c  s e c t o r  

cotton  m i l l s  compared to  6 6 , 2 2  pe rcent  in the  s e l e c t e d  p r i v a t e  

s e c t o r  co t t on  m i l l s  f o r  the p e r i o d  under stt.'.dy. Th i s  i n d i c a t e s  

th a t  accumulat ion o f  i n v e n to r y  was more in  the  p r i v a t e  m i l l s  

compared to  th a t  in the p u b l i c  s e c t o r  co t t on  mi l l s , .  Such
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p e r c e n t a g e  i n  t h e  48 In d i a n  c o t t o n  t e x t i l e  i i t i l l s  f o r  t h e  y e a r s  

1979-80 and 1980--81 w e r e  4 0 .6 8  and 37 „74  r e s p e c t i v e l y .  Compared 

t o  t h e s e  percentageE?, , alrciost a l l  t h e  s e l e c t e d  u n i t s  b o th  in

p u b l i c  and f j r i v a t e  s e c t o r  c o t t o n  t e x t i l e s  m i l l s  h e l d  fliucti h i igher  

p e r c c e r i t  a g e s  o f  i r iventci i 'y tcH tcntal ciAr r e n t  a s s e t s .

6 . 1 4 .  tr-ompar a t  i v e  p e r c e n t a g e  o f  t o t a l  r e c e o v a b l e s  t o
w o r k in g  c a p i t a l  (c t . i r rent  ass€?ts> i n  t h e  s e l e c t e d  
p u b l i c  and p r i v a t e  s e c t o r  c o t t o n  t x t i l e  ini 11 s 
d u r in g  1982 -83 t o  1986.87.

PUBLIC SECTOR TEXTILE Hll .LS

M o n n o ( o ld )  Q u a d e r i a  S a t r a n g  A v e r a g e  o f
t h r e e  m i l l s

1 982-83 48.34 48.41 23. 86 40. 20
1983-84 32. 43 3 5 2 2 28. 12 31.92
1984-85 36.57 29. 72 20.96 29.08
1985-86 50.57 43.29 31.04 41.63
1986-87 70. 76 48.29 36,22 50. 03

Aver age 47. 73 40. 98 28-04 38.57
o f  5 yi-s„

V tL-\ ri V
PRIVATE SECTOR TEXTILE MILLS

Ashra f Chand Ra2 AvE'rage of
( s p i n n i n g ) t h r e e  m i l l s

1982.83 20. 52 44.23 30.83 31.86
1983-84 16. 06 37. 93 3.21 1 9 .06
1984-85 12. 75 29. 48 1 2 „ 01 18.08
1985-86 19. 44 2 2 . 28 13. 65 18.45
1986-87 37. 35 27.41 40,. 35 35.08

Piver age 2 1  „ 22 28. 26 2 0 0 1 24 „ 50
of  5 -yrs.

6 . A„T„H. Taf a2 z al H ossa i  n , Ib  i d , p 9 3 .
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Tab le  6 .14 P o f t r a y s  to  compa ra t i ve  p e r c e n t a g e  o f  t o t a l  

r e c e i v a b l e s  to  working c a p i t a l  in  the  s e l e c t e d  p u b l i c  and p r i v a t e  

co t t on  m i l l s  d u r i n g  1982-S3 t o  19S6-S7.  R e c e i v a b l e s  represervt  an 

important  component in the  s t r u c t u r e  ot work ing  c a p i t a l  o f  the  

s e l e c t e d  co t t on  t e x t i l e  m i l l s .  I t  i s  e v i de n t  frcjm the  t a b l e  th a t

a v e r a g e  p e rc e n ta g e  o f  r e c e i v a b l e s  to  worl::irig c a p i t a l  var ic j s  -from

29 .08  to  50 .03 pe rce nt  in the  s e l e c t e d  pv.iblic s e c t o r  co t t on  m i l l s  

compared t o  on l y  18.08 to  35 .08  pes' ce?nt in the  s e l e c t e d  p r i v a t e  

sectcsr co t ton  m i l l s  f o r  ti'ie p e r i o d  under stuidy. I'iie i n d u s t r y  

a v e r ag e  o f  a l l  the  y e a r s  a r e  38.57 and 24.50 pe rcent  in the

selecte?d p u b l i c  and p r i v a t e  s e c t o r  co t ton  m i l l s  r e s p e c t i v e l y .

Th i s  i n d i c a t e s  th a t  r ec t? ivab l e s  fiiartagefiient i s  more et-fic:. ient in  

p ir i vate  co t t on  t e x t i l e  m i l l s  compared to  the  s e l e c t e d  p u b l i c  

s e c t o r  co t t on  m i l l s .

6 .15  Comparative? percentcige ot Accounts  r e c e i v a b l e s
( t r a d e  d e b t o r s ) t o  work ing  cap i  t a l  (cv.irrent a s s e t s )  
in the  se:?lected p u b l i c  and p r i v a t e  s e c t o r  co t ton  
t e x t i l e  m i l l s  du r i ng  1982.83 to  1986--87.

Ye-ar s.
PUBLIC SECrOR TEXTILE MIU..S

Mon no i ol  ci) Quader i a Sa t r  ang Average  of  
t h r e e  m i l l s

1982-83 23. 08 4. 05 4. 46 1 0 .58
1983-84 14. 28 3,. 13 8 . 31 7.57
1984-85 25. 13 2.57 7, 32 1 1 .67
1985-86 23. 87 3.95 14. 37 14.1
1986"87 36. 80 1 2 . 2 1 16.52 21 .84

Aver age  
o-f 5 y r s .

21 .63 5. 18 10. 52 13. 14
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PRIVATE SECTOR TEXTILE MILLS
I s

A shr a f Chand 
( sp i  nni n g )

Ras Average  of  
th r e e  m i l l s

1982-83 5,. 51 28. 31 0 2.0 1 1 „ 27
1983-84 4. 01 19.18 0 . 30 7. 23
1984--85 1 , 93 1 1 . 02 3. 99 5.64
1985-86 3. K! 7 .48 2.89 4.49
1986-87 3. 06 9-97 4. 70 5.75

Average  
of  5 y r s -

3,. 52 15. 09 2.41 6.99

T a b l e  6-15 d e p i c t s  the  compar j.vti ve p e rc e n ta ge  o f  t r a d e  d e b t o r s  or  

accounts  r e?cei vab l  e s  to  t o t a l  workif ig c a p i t a l  in the  sele?ct£?d 

publ ic,  and p r i v a t e  s e c t o r  c o t t on  t e x t i l e  m i l l s  d u r i n g  19S2--8:3 t.G 

1986--87.The i n d u s t r y  a v e r ag e  of  a l l  the  y e a r s  a r e  1'3.14 and 6 -99  

p ercen t  in the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  co t ton  m i l l s  

r e s p e c t i v e l y .  The f i n d i n g s  r e v e a l  th a t  accciunts. r e c e i v a b l e s  

( t r a d e  d e b t o r s )  management i s  more e f f i c i e n t  in p r i v a t e  s e c t o r  

compared t o  the  s e l e c t e d  p u b l i c  s e c t o r  co t t on  m i l l s  d u r i n g  the  

stv.tdy per  i od .
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6.1,6 Compaf-at. i v e  p e r c . e n t aq e  o f  c a sh  t o  'work ing  c a p i t a l
<curre?nt aE.£f?ts) i n  t h e  s e l e c t e d  p u b l i c  and p j r i v a t e  
s e c t o r  c u t t o n  t e x t i l e  m i l l s  d u r i n g  1982-f33 t o  8v‘S~87„

PUBLIC SECTOR TEXTILE MILLS

o+ 5 y r s .

Years
Monno( o l d ) Quader i a S a t r  arig Ave ra ge  of

t h r e e  m i l l s

1982.83 1 1 . 1 1 1 4. 7 1 34. 1 1 19.97
1983-84 7. 50 17.61 17 „ 00 14, 33
1984-85 0 . 19 7. 96 28. 21 1 2 . 1 2
1985-86 0. 09 14 . 14 29,55 14.59
1 986-B7 0 . 02 14. 52 6 . 60 7 .04

Aver age 3 . 78 13. 78 23.09 1 1 . 35

Y ea r  s

of y r s .

A shr a f

PRIVATE SECTOR TEXTILE MILLS

Razt';h an d 
( s p i  nni  n g )

A v e r a g e  o f  
t h r e e  mi 11s

1982-83 0 „ 50 7. 02 1. 56 3.02
1983-84 0 . 1 0 12. 30 18.78 10.39
1984.85 0 „ 1 3 18.82 9 .26 9. 40
1985-S6 1 . 78 18.49 1 .53 7.26
1986-87 0 , 01 16.92 0 .93 5.  95

A v e r a g e 0 . 84 14.71 6 . 41 7,, 20

T a b l e  6 . 1 6  r e v e a l s  t h e  c o m p a r a t i v e  p e r c e n t a g e  o f  c ash  t o  t o t a l  

c u r r e n t  assents on wo rk i n g  c a p i t a l  i n  t h e  s e l e c t e d  p u b l i c  and

p r i v a t e  s e c t o r  c o t t o n  t e x t i l e  m i l l s  d u r i n g  1982.83 t o  1986-87 .  I t

a p p e a r s  f rom t h e  t a b l e  t h t  a v e r a g e  p e r c e n t a g e  o f  c ash  t o  w o r k i n g  

r ; a p i t a l  v a r i e s  f rom 7 . 24  t o  19 .97  p e r c e n t  i n  t h e  s e l e c t e d  p u b l i c  

s e c t o r  r o t  tori  m i l l s  compared t o  3 . 0 2  t o  10 .39  p e r c e n t  i n  t h e  

s e l e c t e d  p r i v a t e  s e c t o r  c o t t o n  m i l l s  f o r  t h e  p e r i o d  under  s t u d y .  

The i n d u s t r y  a v e r a g e  o f  a l l  t h e  y e a r s  a r e  11 .35  avid 7 . 2 0  p e r c e n t  

i n  t h e  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  c o t t o n  m i l l s  

r e s p e c t i v e ! y .
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6„ 17 CoiTipr a t  i v e  percei ' ih a g e  o f  net. c a s h f l o w s  t o  c u r r e n t
l i a b i l i t i e s  i n t h e  s e l  £?cted p u b l i c  and p s r i v a t e  
s e c t o r  c o t t o n  t e x t i l e  m i l l s  d u r in g  19S2--83 tcj 86 -S 7 .

PUBLIC SECTOR TEXTILE MII..LS
Year s

li'jiilID ( o l  d ) Qi \ader i a Sat. r ang Average  of  
tl ir ee  mi 1 1

1982--83
1983.84
1984-85
1985.86
1986-97

20. 78 
2 2 ,. 77 

8.17  
1 »96 

21 ,51

(1 .28 )
1 . 59 

( 3 .18 )
<15,57)  
<15.57)

<19.57)  
<61.35)  
( 49 .68 )  
(53,. 06)  
( 82 .90 )

(0 . 0 2 )
( 12 ,33)
( 14 .22)
( 2 2 . 2 2 ) 
( 25 .65 )

Aver age  
crf 5 y rs »

1 5. 08 (7 .12 ) ( 53 .31 ) (14 .88)

Y ea r s
PRIVATE SECTOR TEXTILE MILLS

Ashr a-f Chand 
< sp i nn i n g )

Ras: Aver age cvf 
th r e e  m i l l s

1982-83
1983-84
1984-85
1985-86
1986-87

1 1 4  
0. 70 
13. 34 
20. 99 
54.02

20. 44 
19.07  
18. 61 
14, 98 
1 1 . 41

( 8 . 8 6 ) 
( 3 .03 )  
( 5 . 33 )
( 16 .25 )  
( 30 .82)

4.24  
5.58  
8.87  
6.57  
1 » 5 3

Average  
o f  5 y r s .

18. 03 18. 10 ( 12 .85 ) 7 „ 75

T a b l e  6 . 17 r e v e a l s t h e c o ivi p r' a t. i v s  o f n e t c a s h f 1 o w s tc! c u r r e n t

l a b i l i t i e s  in  t h e  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t c j r  cottc^n

t e x t i l e  m i l l s  r e s p e c i  t v e l y  d u r i n g  1982--83 t o  1986.87 .  The a v e r a g e

p e r c e n t a g e  o f  n e t  cash  i-lowB tcj cu r r e v i t  l i a b i l i t i e s  o f  a l l  t h e  

y e a r s  v-jas (1 4 .B S )  and 7»'7'5 in  t h e  s e l e c t e d  p u b l i c  and p i - i v a t e  

c o t t o n  rni 1 1E r e s p e c t i v e l y  d u r i r i g  t h e  s tu d y  p e r i o d -  The ave?raqe
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p e r c e n t a g e  of  fiet c a s h f l o w s  to  c u r r e n t  l i a b i l i t i e s  was 15»0S,  

( 7 .1 2 )  and <53-;. 31) in M on n o (o l d ) ,  Qua der i a  and Sat r ang  te?; ; t i les  

r e s p e c i t v e l y  compared to  I S , 03,  13~10 and (12 .B5)  in A s h r a f ,

Chand and F<a::' t e x t i l e  m i l l s  r eo"spect i ve l  y in the  p r i v a t e  s£?ctor . 

The f i n d i n g s  showed that  ma. jor i ty o f  the  s e l e c t e d  p u b l i c  s e c t o r  

cot to n  fiii 1 1 s had beer-i s u f f e r i n g  ircMU s h o r t a q e  of  net cashi f l o w  

compiared to  t e x t i l e  m i l l s  i I'l the p r i v a t e  s e c t o r .
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T a b l e  6 .13  Comparat i ve  Cost  breakdown r a t i o  ( i . e .  c o s t  on p e r c e n t a g e  o f  s a l e s )
in the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  co tton  t e ; ; t i  1 e ( sp i  nni ng ) m i l l s  
d ur i n g  1982-33 to  1986-37.

PUBLIC SECTOR COTTON MILLS

Yrs .
fm
Mat.
cost

MONNO 
7. 7.
Lab.  Over  
cos t  head 

co s t

7. 7.
Admn S e l 1 
e>; p . e>; p .

QUADERIA 
7. 7. 7.
Mat . Lab Over  
cos t  cos t  head 

co s t

SATRANG
7. 7. “//a 7- 7, 7, 7.

Adm. Sel  1 - Mat- Lab . Over Adm. Sel  1
ex p ex p - cos t cost h£?ad exp ex p .

cos t

1982-83 63,82
1983-34 62.67  
1934-85 74.72  
1985-36 55.91 
1936-37 44,37

A v e r  a g e 6 0 „ 2 3 
of  5 y r s .

13.37 10.03 3.19  
16.77 10.73 3.36  
19.97 11.72 4.23
28.05  10.31 7.82  
27.34 11.63 6.09

74,14 11.16 11.16 3„96 
67.53 11.07 24.26 5 .02
71,10 18.22 12.63 19.00 
51-03 20,25 12.71 14.99  
46,96 25,33 15„14 16.73

21..10 10.88 4.94 -  62.16.  17.30 15„ 18 11.95

64.00 12.21 20.63 4 .83
75.73 14,39 11,64 17,, 57
62.14 16,03 11.09 13,. 34
52,38 18.87 9 .75  17.68
50.73 24.41 13.67 14,64

50-73 17.13 3.,35 14.61

PRIVATE SEt TOR COTTON MILLS 

CHANDYrs . ASHRAF RA2
7. 7. •/

fm 7. 7- /» /» /■• 7. 7, 7. 7. 7. X X
M at . L a b , Ov£?r Adnifi S e l  1 M a t . Lab Over Adm, S e l  1 . M a t , Lab. Over Adm. Siel 1
c o s t c o s t head e x p . exp . cost. c o s t  head £?;■; p) ex p . c o s t c o s t head exp exp-

c o s t cost. c o s t

1982-33 62-50 14.22 14.05 2 .15 0 ,09  60.75 11-59 13.26 1.12 0 .05  64.64 10.71 13,02 10„40 0 ,10
1983-84 59-56
1984-85 47.87

14.99 10-32 3.,69 0 .05
12.11 9 .20  4 .43  -

57.32 12-73 15.93 2 .55  0 -06  63 ,49 11.43 12., 96 10-75 0 ,06
63.99 14.69 14.28 3 .59  0-02 62 ,99 15-11 12,49 11.75 0 .08

1985--S6 30.00 12,35 7 .30 3-30 0 ,03  56-01 20.13 10,79 3-50 0-01 63-85 21,44 11.96 12-66 0-14
1986-87 26.00 13.05 3 ,22  3-22 54-88 20,74 16.90 49 0,01 62.48 42 11-12 13-06 0. 20

Average  45.18 13,38 8,81 2.71 0.01 58.59 15.98 14.19 2 .85  0-02 62.89 15.78 12-31 11.72 0.11
o f  5 y r s -

Source  FACT Sheet o f  the  selectec:! co t to n  t e x t i l e  m i l l s  appendix VI to  XII

‘ N-B.  ( i )  Cost has been c a l c u l a t e d  in r e l a t i o n  to  s a l e s  t a k in g  s a l e s  as  100 p e rcen t -

( i i )  Admi ni s t r  at  i ve h. S e l l i n g  Elxpenses have been merged in the Annaul Report  o f  BTMC-
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f a b l e  6 . IS d e p i c t s  the comfsart i ve  p i c t u r e  o f  co s t  br  ec?.̂ •:dov'^̂ !

r a t i o  irs the  selecte^d pi.italic arid p r i v a t e  s e c t o r  co t t on  s p i n n i n g

m i l l s  d u r i n g  1982-83 t o  1986-87.  Each element o f  co s t  has  been  

e > ; p r e s B E - d  in  r e l a t i o n  t o  net s a l e s  f i g u r e .  The a v e r a g e  pevrcentaqe?

o -f m a t. e r i a 1 , 1 a b o i..i i'" , p r o <:i i,i c t. i o ri o v e r h e a d a n d a d m i r: i s t r a t i v e

e>!penses was -found t o  be 61,  18.33,  13.13 and 10.50 r e s p e c t i v e l y

in  the  p u b l i c  s e c t o r  co t t on  t e x t i l e  m i l l s  compared t o  55 .55 ,

15-04,  11.77 and 5 .76  pe rcent  of  the  same i n th e  p r i v a t e  s e c t o r

co t t on  te>'.t i 1 e m i l l s  r e s p e c t i v e l y .  The t o t a l  c o s t  of  s a l e s  i s  

equal  to  or some timeEi hi gher  t^ian s a l e s  r evenue  in  the s e l e c t e d  

co t t on  t e x t i l e  m:i. 1 1  s e x c e p t in g  i ' lonno(old)  t e x t i l e  in  the  p u b l i c  

s e c t o r  and Ashra-f and Chand t e x t i l e s  in  th e  p r i v a t e  s e c t o r . The 

f i n d i n g s  show the  co s t  of  s a l e s  o f  a l l  the  se?lected co t t on

t e x t i l e  m i l l s  both i vi p u b l i c  and p r i v a t e  s e c t o r  i s  ve ry  h i gh  

which l e a v e s  ve ry  low and n e g a t i v e  margin f o r  th e  co t t on  t.e>:t.ile 

m i l l s .  But the  p o s i t i o n  i s  l i t t l e  b i t  b e t t e r  in  p r i v a t e  s e c t o r  

comparesd to  p>,..ttalic s e c t o r .

^ ■ 5 Comoar a t  i v e  e f  f  i c i en cy ..t . e s t .. t r h o u g h ...X..b e t w e en
gtUs l i c and g r  i v a t  e_ s e c  t  o r  e n t e r pr  i s e s .

The Chi - -Squi re  (X) t e s t  o f  s i g n i f i c a n c e .

Chi - s q u i r e  t e s t  has  been used to  t e s t  the  s i g n i f i c a n c e  

o f  d i f f e r e n c e s  between p u b l i c  and p r i v a t e  s e c t o r  .jute and co t ton  

t e x t i l e  m i l l s  r e s p e c t i v e l y  w i th  r e s p e c t  to  i n v e n t o r y , r e c e i v a b l e s  

and cash p o l i c y  and t h e i r  sug g es ted  norms by the  r e sp ond en ts .
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The a n a l y s i B  shows that, t h e r e  i s  no a s s o c i a t i o n  bet'ween 

p u b l i c  and p r i v a t e  s e c t o r  j u t e  and co t ton  t£?; ;ti le m i l l s  witl i  

r e g a r d  to  work ing  c a p i t a l  management p o l i c y .

f h e r e + o r e , the  mai n conc lusa  on which emeraqejs i s  t h a t ,  

in terms o f  inventory, ,  r e c e i v a b l e s  and cash po l icy , ,  p u b l i c  s e c t o r  

j u t e  and cottcjn m i l l s  do not var  y si  grii f i cant. 1 y witl i  pi- i v a t e  

s e c t o r  m i l l s .  E>o, the  h y p o t h e s i s  i s  accepted .

D e t a i l e d  C h i - s q u i  r e  Ana l ys i  s  i s  shown belows

Here Chi •-■•squire X a n a l y s i s  has  been done to  t e s t

in te r dep en den ce  i „ e .  a s s o c i a t i o n  between the  a t t r i bu t es ™  As a

l i n e  Cff- demarcat ion  57. and 17. le'\/eis cvf s i  qni •!■ i c ance a r e  tcxken,
.ill

G€?ner £il 1 ■•/, •{••or X -- t e s t  dc?gree ô f •freedom i s  c a l c u l a t e d  b̂ y

count ing  the  nuiBber o f  c e l l s  exce pt  the? l a s t  row and the l a s t  

column ( f o r  c<ur c a s e s  d . •f. i s  th us  1 ) .

The t a b l e  v a l u e  o f  X for  1 d . •f» at 5“(, l e v e l  o-i- 

SI gni •f i caiice i s  3 .84  and at IX l e v e l  of  s i g n i f i c a n c e  i s  6 . <b4. I f  

X computed i s  more than X •table v a l u e ,  i t  indica' t.e 'tha't 't.he 

c h a r a c t e r i s t i e s  a re  dependent .
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N u l l  hypotheB i s  i s  th a t  the  two c h a r a c t e r i s t i c s  a r e

independent .  Accord ing  to  the  h y p o t h e s i s  i-f the  two  

c h a r a c t e r  i s t  i c s  a r e  independent  the  p r o p o r t i o n  o-f c e l l  

■f reqeunc i  e s  to  the  c l a s s  f  r equenc i  e s  w i l l  remain cons tan t  -for a l l  

the  c l  a s s e s .  On the  b a s i s  o f  t h i s  c r i t e r i o n  the  expec ted

f r e q u e n c i e s  a r e  c a l c u l a t e d  f o r  each c e i l  o f  the  t a b l e .  Now X 

w i l l  g i v e  the  extent  of  d i s c r e p a n c i e s  between obs e rved

f r e q u e n c i e s  and €?xpec.ted f r equenc ie s , .  I f  the  obs e rv ed

2 2 
( c a l c u l a t e d )  v a l u e  o f  X i s  l e s s  than the  t h e o r e t i c a l  v a l u e  o f  X

1*:'
( t a b l e  v a l u e )  we accept  the  h y p o t h e s i s .  On the  c o n t r a r y ,  i f  X

t a b l e  vali.ie i s  niore than tite o bs e rv ed  v a l u e ,  the  h y p o t h e s i s  i s

r e j e c t e d  i . e .  the  char  act  e?r i st. i c s  under c o n s i d e r a t i o n  a r e

dependent ,

\

thie f o l l o w i n g  t a b l e s  present,  t.hie X c a l c u l a t i o n  and the  

a n a ly s i  s  i s  g i  ven underneath of  each t a b l e .

6 .19  Lack of  invento ry  Managenierit P o l i c y

T a b l e  6„24 showing obs e rv ed  and e>;pected f r equ en cy

Jute  Agree  D i s a g r e e  Tota l
mi 1 1 s ...............-........................ - .................... .................... ......................

Observed Expected Observed  Expected

p u b l i c  10 10.11 2 1.09 12

P r i v a t e  6 5 .89 1 1.11 7

T o t a l  1 6  1 6  3  3  1 9
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Li
l a b l t ?  sh o w in g  c a l c u l a t i o r i  o f

E

•Jute m i l l s A g r e e Di sagrc-'t? T o t  a l

FHibl i c 9 .  S9 2 .1 2 12.01

Pr  i --/ate 6 .11 0.  09 7. 0 i

To ' ta l 16 3 .0 2 19 „02

X = 19.02 -■ 19 0 .02 3 . 84 So " a g r e e "  o r  " d i s a g r e e "

t o  t h e  l a c k  o f  i r^vervtor y manaqerfient. p o l i c y  i s  n o t  a s s o c i a t e d  w i t h  

s e c t o r a l  (w h e t h e r  p u b l i c  o r  p r i v a t e )  p o s i t i o n .

T a b l e  6.20  Lack  o f  R e c e i v a b l e s  Manaqtjment P o l i c y -

T a b l e  6-20  show ing  o b s e r v e d  and e x p e c t e d  - f r equ ency

J u t e  A g r e e
n 1 I ............ . ........ ......... .....  . ........

Di sagree? T o t a l
iiiX X \

O b s e r v e d E>;pec-t.ed 0 b s e  r  V e  t::! E >: p e  c;: t  e d

F-‘u b l i c  10 10. 00 2 2 . 0 0 12

Pri- '/ate  5 5„ 00 1 1 . 00 6

T o t a l  15 15 3 3 18

O
In t h i s  c a s e ,  ...-....  t a b l e  w i l l  be t h e  same as  t h e  a b o v e

2 E
on e .  So X -■= O, wh ich  means no i rrt.er r  e l  a t  i on e-;-;ists bf:?tweeri -t.f-ie 

char-acter- i s t  i c s  „
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6 .21 Lack  o f̂ p r o p e r  Cash Manageme?nt p o l i  c y .

T a b l e  6 .26 show ing obser^ved and e  >; p< €? c t  e  d ■!■■ r e c| i.i e n c y .

J u t e Ag r e e D i s a g r e e T o t  a l
mi J. i s

U b s e r v e d E x p e c t e d Obser  ■ved E x p e c t e d

F-'ub l i e 8 S 4 4 12

F'r i ■vate 4 4 2 2 6

T o t a l 12 12 6 18

O
T a b l e  showirig .-.....  same as. above.  So X ™ O

E

No a s s o c i a t i o n  between the  c h a r a c t e r i s t i c s .

6 .,22 Lack of  p rope r  in ven to r y  managenient. p o l i c y  between
p u b l i c  and p r i v a t e  s e c t o r  ccitton rn i l l s .

Ta b l e  6 .22 showinq obse rved  and expec ted  ■frequency.

Cotton 3 in on t  h s 6 months Tota l
(?)1 i 1 s ................. -

Observed Expected Ob ser- ■v'ec! E>: p ec t ed

P u b l i c  10 9. 43 1 1 „ 57 1 1

P r i v a t e  2 2.57 1 0 .43 .....

Tota l  12 12 2 2 14
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>

i-i o w i r i g c. a 1 c \_i 1 a t  ion o f

2
0

Cotton mi 1 i s  Z-i rricnths 6 monthe Tota l

Pub lie: 10. 60 0 . 64 1 1. 24

P r i v a t e  1.56 2 .33  3 .S9

Tota l  12.16 2 .97  15.13

X 15.13 . 14 1 . 12; 3.84

So,  c i t e d  above ,  a r e  not a ssoc  i a ted  w ith s e c t o r a l  p o s i t i o n  o-f 

cot to n  mi 11  s .

Lack o f  p rope r  r e c e i v a b l e s  management p o l i c y  between  
the  s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  co t to n  m i l l s .

Tab l e  6 .23  showing obse rved  and expec ted  - f requency.

Cotton 1 month 6 iiionths Tota l

Observed E::; pec ted Observed  E>: p e c t e d

lit:: 6 6.15 4 3 .85 10

P r i v a t e  2 1 . 85 1 1 „ 15 3

! o t a l  8 H 5 5 13
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o
shiov*nng ca i  cul  at  i on of

E

C o t t o n  mi 1 1 E- 1 mont. Is 6 months T o t  a 1

P u b l i c 5 .8 5 4. 1 & 10. 01

P r i  v a t e 2 . i h 0 .8 7 3. 03

T o t a l a . 01 5. 03 13. 04

X

S o ,  c i t e d  f o r

13„04 . 13 “  0 „0 4

r ece iva fo l e s  a r e  n o t

3. 84 

a s s o c i a t e d  w i t h s e c t o r  a 1

p os i t i o f i  of  c.oiv.ton i r d l l s .

6«24 Lack o f  p rope r  cash management p o l i c y  between
the  s e l e c t e d  p u b l i c  and p r i v a t e  j u t e  mi 115.

Table ■S„24 showing ob s e r ve d  and expec ted  f r equ enc y .

C o t t o n  
ini 1 1 E

Uptcs 

Obsei^-ved

10 days  

E x p e c t e d

Up to  20 d a y s  T o t a l  

[}b siier- V ed E>! p ec  t  ed

Pi..ib 1 i c 5 5 „ 3 2 » £s '7 8

P r i v a t e .J;-. 2, 67 1 1.33 4

T o t a l S 8 4 4 12
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O
'B̂ i 13wil  lq c.a 1 cu  1 a t i  a ri o f

C o t t o n  m i l l s . Up to  10 days Up to  20 d a y s T o t a l

Put) 1 i c 4. 70 3.  37 8. 074

P r i  v a t e 3. 37 0. 75 4. 127

T o t a l 8 .0 7 4 1 2 12 .19

X -  12 .19  - 12 0 . 19 3 .8 4

So m en t io n e d  f o r  ca sh  in  hand i s  n o t  a s s o c i a t e d  w i t h  s e c t o r a l  

p o s i t i o n  o-f t e x t i  l e  m i l l s ,

t>„6„ Summar-y.

Tl'ie main p o i n t s  ha've 0me?r-ged -from t h i s  chap-t€?r' a r e  

s i..i (7! in a r i  s e d tael o w „

F i r s t ,  vihen p e r c e n t a g e  o f  i n v e s t m e n t  i n  w o r k in g  c a p i t a l  i s  

c o n s i d e r e d  as  a w h o l e ,  t h e r e  seems t o  be 1 i  t t l  e  o r  no d i  f-f e r e n c e  

b e tw een  p u b l i c  and p r i v a t e  s e c t o r  j u t e  m i l l s .  But t h e r e  i s  a b i t  

d i f f e r e n c e  b e tw een  p i . ib l ic  and p r i v a ' t e  s e c t o r  c:o-i:.-t.on m i l l s  di..irinq 

t h e  p e r i o d  under r e v i e w .  The a n a l y s i s  r e v e a l s  t h a t  t h e r e  has been 

a h i g h e r  p e r c e n t a g e  o f  i n v e s t m e n t  i n  w o r k in g  c a i p i t a l  i n  b o th  t h e  

s e l e c t e d  p u b l i c  and p r i v a t e  s e c t o r  ju ' t e  and c o t t o v i  t e x t i l e  m i l l s .

S e c o n d l y ,  t h e r e  w e r e  o n l y  minor  v a r i a t i o n s  b e tw e e n  . p u b l i c  

and p r i v a t e  s e c t o r  i u t e  m i l l s  w i t h  r e g a r d  t o  a v e r a g e  pe?rcen tage  

o f  i n v e n t o r y  t o  w o rk in g  c a p i t a l  . But t h e r e  was some v a r i a t i n  o-f
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a v e r a g e  p e r c e n t a g e  o f  i n v e n to r y  to  work;i.nq cap?Ltal between publ ic:  

and p r i v a t e  s e c t o r  co t t on  mi 11s.  The av e r ag e  p e r c e n t a g e  i n v e n t o r y  

to  work ing  c a p i t a l  was mt..\ch h i g h e r  in p u b l i c  s e c t o r  co t t on  m i l l s  

compared to  p r i v a t e  s e c t o r .

T h i r d l y ,  when ave ra ge  p e r c e n t a g e  of  r e c e i v a b l e s  t o  work ing  

c a p i t a l  i s  c o n s i d e r e d , t h e r e  seems to  be l i t t l e  d i f f e r e n c e  ‘ on ly

2  p e r c e n t ) between p u b l i c  and p r i v a t e  s e c t o r  . jute m i l l s  dur i nq 

the  s tudy  p e r i o d .  But the  a v e r a g e  p e rc e n ta g e  o f  r e c e i v a b l e s  t o  

working  c a p i t a l  was much hi ghe r  in some p u b l i c  s e c t o r  co t t on  

m i l l s  compared to  p r i v a t e  s e c t o r .  R e c e i v a b l e s  management was  

found t o  be more e f f ic i er r t .  in two p r i v a t e  s e c t o r  co t t on  t e x t i l e  

m i l l s  compared t o  p u b l i c  s e c t o r .

F o u r t h l y ,  in terms of  cash management, p u b l i c  s e c t o r  .jute 

m i l l s  were  not d i f f e r e n t  from p r i v a t e  s e c t o r  - I t  was found th a t  

p e r c e n t a g e  o f  cash to  working  c a p i t a l  was ve ry  much low in  both  

p u b l i c  and p r i v a t e  s e c t o r  j u t e  m i l l s  under the  s t u d y .

But t h e r e  was a l i t t l e  b i t  d i f f e r e n c e  between tfie av e r aqe

p e rc e n ta ge  o f  cash to  working  c a p i t a l  between p u b l i c  and p r i v a t e

sectoi'" co t t on  m i l l s ,  Tlie av e r aq e  perce?ntage o f  cash t o  work ing

c a p i t a l  was 11.35 asid 7 ,20 in  the  s e l e c t e d  p u b l i c  and p r i v a t e

co t t on  t e x t i l e  m i l l s  r e s p e c t i v e l y  du r i ng  the  s tudy  p e r i o d .  The 

av e r ag e  p e r c e n t a g e  of  cash to  working c a p i t a l  was on ly  0„84 in  

p r i v a t e  s e c t o r  Ashra f  T e x t i l e  N i l  I s  compared t o  23.09 pe rcent  in  

Sa t ra ng  T e x t i l e  m i l l s  under p u b l i c  s e c t o r .

I 5 i
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The Ch i - -Squ i re ,  test. a l s o  conf i r in th a t  t h e r e  i s  no 

f  s i  g n i +i c afit v a r i a t i o n  betweceri pub ic  and private? sec to r  j u t e  and

co t t on  t e x t i l e  iTii 1 1  b with r e g a r d  to  the managerrient of  i n v e n t o r y ,  

r e c e i v a b l e s  and cash components of  working c a p i t a l .  But the  cos t  

a n a 1 y s  i  s  r  e v e a i e d t h a t  p r  i  v a t  e s  e c t o r  j  u t  e m i  1 1  s  s  h o w h i g h e r  

p r i c e s  of  raw ,;jute cost  compared to  p u b l i c  sectcir in  o rde r  

extract .  undue c o n c e s s i o n s  -from the  Government in terms of  

^ compensat i  on f o r  l o s s ,  t o  ge t  cheap bank l oan and t o  evade

payment o f  t a x e s .  But wages,  s a l a r y ,  r e p a i r s  and power co s t  were  

•found hi gher  in pubi  i c  s e c t o r  j u t e  m i l l s  compared t o  p r i v a t e  

s e c t o r .

1 5 2
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CHAPTER -SEVEN

THE BUGGESTED iitJDEL

7 .1  INTRODUCTION:

The p r e s e r i t  d e p l o r a b l e  s t a t e  o f  a f f a i r s  i n  t h e  s e l e c t e d  

f s u b l i c  e n t e r p r i s e s ,  o f  ju . te  and c o t t o n  c i i i l l s  under  t h e  

adiTii ni s t r a t i  v e  c o n t r o l  o f  B a n q la d esh  j u t e  and t e x t i l e  fiii 1 1 s 

c o r p o r a t i o n s  r e s p e c t i v e l y  a r e  n o t  e x p e c t e d  t o  b e  c o n t  i nued -for 

l o n g .  Our ana l  y s i  s  and • f indings,  in  c h a p t e r  f i v e  and s i  x c o n f i r m  

t h a t  wof k in g  c a p i t a l  manaqemerit i s  one  o f  t h e  m a jo r  p ro b l e m  a r e a

no t  cinly in  p u b l i c  s e c t o r  j u t e  and c o t t o n  t e x t i l e  i n d u s t r i e s ,  but

mcjst. o f  t h e  p r i v a t e  s e c t o r  j u t e  and ccjttcjn t c - ? x t i l e  m i l l s  h a ve  

been  s u f f e r i n g  f rom t h e  p r o b l e m  o f  w o r k in g  c a p i t a l  management,

7., 2 THE DESCRIPTIVE MODELs

A w a y c::-. u t  i s , 1 1 i e  i- e  •f c< r e  , a rs i m m e  i t;! a t  e  p. e  c e  s  s  i t  y , I f i

o r d e r  tci s t r e a m l i n e  t h e  e x i s t i n g  w o r k in g  c a p i t a l  management in

p r a c t i c e  a d e s c r i p t i v e  o p e r a t i o n a l  model i s  s u g g e s t e d ,

7 . 2 . 1  CiJNTROL, AND MANAGEMENT OF INVENrORY.

To b r i n g  down t h e  o v e r s t o c k i n g  o f  i n v e n t o r i e s  t o  nomral 

l e v e l . ,  t h e  i n d i v i d u a l  u n i t s  a r e  e x p e c t e d  t o  e s t a b l i s h  an 

' I n t e g r a t e d  i r iveritt jr y maiiagemerit D e p a r tm e n t '  s o  as  t o  i Vitr odi..u::e
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t.a d i r e c t  c o n t r o l  m easure  under  t h e  d i r e c t  B u p e r v iB i o n  o f  a 

r e s p o n s i b e l  o f f i c e r .  The e x i s t i n g  s t a f f  o f  t h e  d e p a r tm e n t  i s  t o  

be  g i v e n  p r o p e r  t r a i n i n g .  The iiiOs.t im portant .  c h a n g e s  re-?quired 

r e l a t e s  t o  t h e  a d o p t i o n  o f  v a r i o u s  technique^'S o f  in vcen to ry  

fnanagement. S t a n d a r d i  s a t  i on and v a r i e t y  r edv.’.c t  i on s h o u ld  be  made- 

To im p lem en t  t h i s  p o l i c y  a ' s e p e r a t e  c e l l ' may nbe e s t a b l i s h e d .  

For  t h e  b e t t e r  p l a n n i n g  and c o n t r o l  o f  i v i v e n t o r y ,  t h e  manaqeinent

sh o u ld  s e t  up minimum, maximum, r e .o r d e r  l e v e l s ,  s a f e t y  s t o c k  and

d a n g e r  l e v e l s  f o r  each  i t e m s  o f  i n v e n t o r y , .  For  p r o p e r  management 

and c o n t r o l  o f  s t o r e s  i t e m s  o f  i n v e n t o r y  i n d i v i d u a l  u n i t s  a r e  

e x p e c t e d  t o  g ro u p  t h e  i n v e n t o r y  i  terns i n t o  ABC a n a l y s i s , .

F o r  b e t t e r  management o f  in v e n to r i e s : -  •from t h e  c l  u t c h e s  

o f̂ e n v i  o r n e m tn a l  c o r i s t r  a i  rrfcs t h e  -i'Dl l o w i n g  g u i d e l i n e s  a r e  

s u g g e s t e d s  -

<i ) To  m in im is e  t h e  e x c e s s  a c c u m u la t i o n  o-f wor k - i  n - p r o c e s s . ,

©•f • f o r t s  s h o u ld  be  made t o  p r e v e n t  f r e q u e n t  power  

• f a i l u r e  and m ec h a n ic a l  t r o u b l e s  l e a d i n g  t o  looms and 

m acn ine  hour  1o s t  „

< i i )  For  t h e  q u ic k  sh ipm en t  o f  f 1 rii shec:! ,;iute g o o d s ,  b e t t e r

s h i p p i n g  •f a c i  1 i  t i  e s  s h o u ld  be  managed.  T h i s  r e q u i r e s  

t h e  a t t e n t i o n  o f  t h e  M i n i s t r y  o f  J u t e ,  P o r t  a u t h o r i t y  

and t h e  B a n g la d esh  J u t e  m i l l s  c o r p o r a t i o i ‘i „
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< i i i )  A l i s t  of  o b s o l e t e  s t o r e s  and s,pares rnust be made f o r

each o f  the  j u t e  and co t ton  t e x t i l e  m i l l s  and th es e  

need t o  be s e p e r a t e d  from s e r v i c e a b l e  s t r o e s  and s p a r e s .

( i v )  For quick import o f  raw co t t on  f o r  t e x t i l e  m i l l s  and 

imported s t o r e s  and s .pares ,  import  l i c e n c e  and s a n c t i o n  

of  f o r e i g n  eo'xchange? shoi.\ld be o b t a i n e d  in  t ime.

(v )  E - f f o r t s  mtist be made t o  i n c r e a s e  the  manu facture  cjf 

s t o r e s  and s p a r e s  l o c a l l y  f o r  co t t on  t e x t i l e

i ndus t r  i es  through si..ib■•-contracti ng „

7 . 2 . 2  MANAGEMENT OF RECEIVABLES.

I'-' cj r b e 1.1. e r r  e c: e i v a b 1 e s m a n g e tv-, e rs t , t  h e is e 1 e c: fc e d i.,i n i t  s 

are? e?>!p£-:'Ctet:i t o  del£?gat.e t!"ie autTior i ty  and r e s p o n s i b i l i t y  t o  some 

sp e c i f i c .  department. f o r  de te rm in in g  the  appr 'Opr i ate  terms of  

c r e d i t a n d t. o f r  a me a su i t  ab 1 e c ol  1 e c. t i on p o 1 i c y .

However , the  f o i l  owl rig g u i d e l i n e s  may improve the  

r ece i  vab l  e s  mariagement s.

( i> StepsH. should  be taken to  r educe  the  volume of  c r e d i t

s a l e s  and c r e d i t  p e r i o d  which r a n g e s  between 30 to  130 

d a y s »

i ) Immedi a t e  s t e p s  shou ld  be taken to  r educe  the  volume of

advances ,  d e p o s i t s  and prepayments .
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'i i  i  i  ) Steps,  s h o u ld  be t a k e n  f o r  p r e p a r i n g  ,?.ging s c h e d u l  e?s

o f  a cco i ' .n ts  r e c o i v a b l e s  f o r  c o n t r o l  l i n g  t h e  voluffiE' o f  

t h e  same,

( i v )  For c o l l e c t i n g  acc ounts  r e c e i v a b l e s  some s k i l l e d

l - 'ersonnel w i l l  have t o  foe en t r u s t e d  wi th the  t a sk .

(v )  S p e c i f i c  c r e d i t  arid c o l l e c t i o n  p o l i c y  must be f o l l o w e d

i n a l l  the  j u t e  and co t t o n  m i l l s  and e v a l u a t i o n  o f  the

e f f i c i e n c y  in s a l e s  and col  1 e c t i o n  must be j udged  from 

t ime to  t ime,

( vi  ) L.ocal 'consumption o f  ji.rt.e goods  shou ld  be in c r e a s e d  to

minimise  the  e x c e s s i v e  dependence on ex po r t  s a l e s  and 

f )- om c:>rijpet i t i csn o f  syrst hiet i c pr ciduc: t  s ,

( v i i )  S t e p s  should  be taken to  produce  q u a l i t y  j u t e

pr c/ducts.

< v i i i )  I n n o v a t i v e  market r e s e a r c h  should  be undertai^evi t o

boos t  up the demand f o r  j u t e  goods  both at  home and 

abr tjad .
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To im p r o v e  t h e  l i q u i d i t y  po5 i  t i  on o f  t h e  i n d i v i d u a l  

j u t e  and cD t to r i  t e > ; t i l e  m i l l s ,  t h e  f e l l  ow in g  qu i  d e l i n e s  a r e  

recom m ended ;

< i ) Volume o f  ca sh  m a in t a in e d  in  t h e  j u t e  and c o t t o n

t e > ! t i l e  m i l l s  s h o u ld  be a s s e s s e d  ori t h e  t i a s i s  o f  i t s  

Dper a t  i orial r e q u i  r em en ts .

<i i  > Cash c o n t r o l  d e v i c e s  s h o u ld  be  i n t r o d u c e d  t o  e n s u r e

cash  ir ' i f lcjws and css i i  o i . i t f l o w s .  I n t e r n a l  c o n t r o l  o f  

cash  th ro u g h  annual c a sh  b u d g e t , q u a r t e r l y  b u d g e t  u s a g e  

s t a t e m e n t  and month1y cash  f l o w s  s t a t e m e n t ,  c a sh  b u d g e t  

and b u d g e t  v a r i a n c e  a n a l y s i s  s h o u ld  be  m a in t a in e d -

<i i  i ) The l a r g e  vo lum e  o f  i n v e n t o r i e s  and r e c e i v a b l e s  wou ld

h a ve  t o  be  r e a c h e d  t o  t h a t  l e v e l  as  p e r  s u g g e s t e d  

model /norms p r e s c r i b e d  by u s . ( T a b l e  7 . 1 )

< i v )  The f r e q u e r i t  a n a l y s i s  of- c u r r e n t  and l i q u i d  r ' a t i o s

w i l l  h e lp  i n  c o n t r o l l i n g  t h e  vo lum e  o f  c a s h .  E f f o r t s  

must be  fiiade t o  p r e v e n t  cash  l o s s e s  th r o u g h  b e t t e r  

p la n n i r i g  arid ccjn-t-.rol o f  ca s i i .
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7 . 2 „ 4  F'i naric i rs<::j of- w o r t i in g  c a p i t a l  Bhou ld  be  b as ed  on

s p e c i f i c  r e s e a r c h  based  norrfis as  s u g g e s t e d  by our 

^ (node?!/nor niB in  t a b l e  7 . 1 .  For  det.ern;i  n i  nq t h e  -f i n a 

ne in q  n ie thods ,  i t  i s  recoiijf iiended t o  use  t h e  gLiide--

1 i ne .

7 . 2 . 5  S t e p s  shou l  d be  t a k e n  t o  r e d u c e  t h e  c o s t  o-f o p e r a t i o n  

and in ip ro v e  p r o f i t  m a r g in .  C os t  o f  p r o d u c t i o n  shov.il d

y be  rec;U„K::ed t l i r o i i g h  t^le e f f e c t i v e  c o s t  c o r i t r o l  r i ieasures ,

such as  s t a n d a r d  c o s t i n g  and b u d g e t a r y  c o n t r o l  s y s t e m s .

7 . 2 . 6  S t e p s  shoud be t a k e n  t o  i mpr o v e  t h e  p r o d u c t i v e  e-f f i c i 

enc.y o f  j u t e  and c o t t o n  t e > ; t i l e  mi 1 .1 s t.hro\..>.gh b e t t e r  

su p e r  VI s i  o r i , q u a l i t y  c o n t r o l  and im p ro v e d  l a b o u r  

manqement r e l a t i o n s .

7 . 2 . 7  E-f f o r t s  s h o u ld  be made t o  h a ve  b e t t e r  c a p a c i t y  u t i l i ...

s a t i o n  th ro u gh  c o n t r o l  l i r j q  t h e  power f a i l u r e s ,  m ech an i 

c a l  t r o u b l e s ,  s h o r t a g e  o f  w e a v e r s  and s p a r e s ,  s t r i k e  

and v/thers.

7 . 2 . S  S e l l i n g  p r i c e  E.hould be c o m p e t i t i v e  i n  t h e  m a rk e t ,  but

a t  t h e  same t im e  shov.il d c o v e r  t h e  c o s t  o f  prodi..sct i on 

and s a l e s .
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7 . 2 - 9  To i iTiprove t h e  w o r k in g  f i n a n c e  c o n d i  t  :i. o n s , t h e  pern ianent

p o r t i o i i  o f  w o r i i in g  f i n a r i c e  i . e .  t h e  c o r e  c i . i r ren t  a s s e t s  

s h o u ld  be  a r r a n g e d  in  t h e  -forms o f  e q u i  t y  and l o n g -  

ter i f i  l o a n .

7 . 2 .  10 T<::; i o ip r o v e  -the preseri-t. c o n d i ' t i o n ,  b o th  -the Government  ,

Cor  po r  a t  i o n s , and t h e  management o-f t h e  s e l e c t e d  j u t e  

and c o t t o n  t e x t i l e  m i l l s  mus.t h a ve  t o  t a k e  a number o-f

meaiAsres as  Bugges-lv.ed -fco run t h e s e  m i l l s  on s ' t r i c ' t l y

c ofiUfier c ;i a 1 pr i n c i p 1 e .

7 .2 .1 1  E x p o r t  i n c e n t i v e  l i k e  e x p o r t  bonus schem es  may be

i n t r o d u c e d  -for j u t e  i n d u s t r y .

Our o v e r a l l  c o n c l u s i o n  i s  t h a t  ' the i n t r o d u c t i o n  o-f a

l o n g .te rm  w o i 'k in g  c a p i - t a l  managemerit p l a r in in g  model i s  e> ;pec ted

'to foe more e - f - fec t i -ve  in  -fche s p h a r e s  o-f w o rk in q  c a p i t a l  mangement 

o-f t h e  j u t e  and c o t t o n  t e x t i l e  i  n d u s t r i  e s  i n  Bang l  ad e sh .

7 . 3  Suggest .ed  Hode l  -for In - v en to ry  R e c e i v a b l e s  and Casti.

l a b i e  7 .1  p i ' e s e n ’ks oi.ir su g ge s ' t ed  model -for i n v e n t o i - y ,  

rece:i. v a h i  e s  and cash  com ponen ts  o f  wc^rking c a p i t . a l  mangement. -for

p u b l i c  e n t e r p r i s - e s  in  .;iute c :o t ton  te>; t i l e s .  T h i s  i s  a

r e s e a r c h  b as ed  model /norms d e s i g n e d  t a k e i  ng i  n t o  account. t h e  

•f o l  1 owl ng 2
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( i ) P r o c e s s  p e r i o d  o f  t h e  j u t e  and c o t t o n  t e x t i  i e  mi 1 i s ,

<i i ) Di sc  USE. i o n  w i t h  t h e  e x p e r t s  i n  t h e  i n d u s t r i e s  c o n c e r n e d .

' i i  i ) G e e r a  ,1 d i s c \.i s s i o n s w i t  i'l t  j'l e :i. n d i..i s  t  r  y i ri t  e  r  e s t ,

< i V > O p in i o n  s u r v e y  r e p o r t  o f  t h e  r e s p o n d e n t s .

<v) Need f o r  e n s u r in g  siTiooth p roduc t iovH ,  d e p e n d in g  upofi

tr ie  a v a i l a b i l i t y  o f  t f i e  i n a t e r i a l s ,  s e a s o a i  i t y ,  e t c .  

an d

<vi ) R e a c t i o n s  and -feed back on a N a t i o n a l  Sem inar  on

w o r k in g  c a p i  t a l  management o r g a n i  s ed  by  t h e  a u th o r  

tii fiisel -f .

( v i i )  S t u d y in g  t h e  Tandon C om m it te e  R e p o r t  o f  t h e  R e s e r v e

Bank o f  I n d i a .

Our norms in  t a b l e  7 .1  r e p r e s e n t s  t h e  maMimum p e r i o d

■for h o l d i n g  i n v e n t o r y ,  r e c e i v a b l e s  and cash  f o r  each  in d u s t r y . .

The norms s u g g e s t e d  by us w i l l  h a ve  t o  be  a p p l i e d

■ f l e> : ib ly  ar“id ni:;jt r i g i d l y ,  r e s p o r i s i v e  t o  aviy m a jo r  ch an ge  i

e n v i  ornmeri ta l  and w i t h i n  t h e  i n d u s t r y .  We a r e  u n a b l e  t o  a c c e p t

t h a t  u n c e r t a i n t i e s  can be r e g a r d e d  as  a r e a s o n  f o r  n o t  l a y i n g  

down norm s ,an  argument  t h a t  some h a p p i l y ,  n o t  many p l a c e d  b e f o r e

1 6 0
Dhaka University Institutional Repository



us .  In  - f a c t ,  t h e  g r e a t e r  t h e  u n c e r t a i n t i  e s ,  t h e  more i  s  t h e  need  

•for p ia r u u n g  inodei . The ffiain o b j e c t i  v e  t o  d e s i g n  an i n n o v a t i  v e  

model  i s  t o  i n t r o d u c e  a d i s c i p l i n e  in  t h e  m a in t e n a n c e  o f  

r e a s o n a b i e  i n v n e t o r y ,  r e c e i v a b l e s  and cash  b a l a n c e  l e v e l s  

c o n s i s t e n t  w i t h  enc.ourageff ient  o f  p r o d u c t i o n  on t h e  b a s i s  o f  

h e l p f u l  r e l  a t  i or ishi p b e tw een  t h e  p r o v i d e r  o f  workirsg c a p i t a l  gap  , 

i . e .  banke r  and t h e  c u s t o m e r .

The ap p ro ac l i  f o r  p r e s c r i b i n g  norms f o r  di-f  f e r  evit groi.tps o f  

i n v e n t o r y  and r e c e i v a b l e s  f o r  b o th  l o c a l  and e x p o r t  s a l e s  and 

cash  b a l a n c e  b r i s t l e s  w i t h  a v a r i e t y  o f  p r o b l  e«>. But we h o p e ,  

t h a t  t h e r e  s h o u ld  be  an u n d e r s t a n d i n g  o f  t h e  t o t a l  p r o b l e m  and a 

•firm and h e l p f u l  a p p ro a ch  can b e  b u i l t  i n t o  t h e  s u g g e s t e d  model 

and i t s  i iiip 1 ement a t  i on .

Our s iAoges ted  model altr%oi.igh p r e s c i i ' - b e  ma>:imum p e r i o d  f o r  

h o l d i n g  in - '/en tory ,  r e c e i v a b l e s  and cash  i n  each  indvAS'try, but  

t h i s  i s  n o t  art er;t i 1 1 emerit t o  holt:! t l iem up'to t h i s  le - '/ les .  I f̂ ari

1 ndi  v i  di..ial m i l l  c.an inariage w i t h  l e s s  than  t h e  ma>:iinum, i t  s l i o u ld  

c o n t i n u e  t o  do s o .  The sugges>ted model i s  as  • f o l l o w s :

1 6 1
Dhaka University Institutional Repository



T a b l e  7 .1 S u. g g e s t  e < :i M o cj e 1 f o r  I n v e n t o r y

162

R e  c i e  v a l::< 1 e s a n d C ash .

INDUSTRY

Raw m a t■ 
h o l d i n g  
f o r  maxi ,  
per' i od

W ork - i  n -  
p r o c e s s  
f o r  mf'.x i . 
p e r  i od

INVENTORIES

F i n i s h e d  S t o r e s
g o o d s  f o r  -----------
max i . pe r  i od L o c a l

S p a r e s

Im p o r -  
t e d

R e c e i  v a b l e s  
max i mum 
p e r  1 od

L o c a l  E x p o r t  
s a l e s  s a l e s

Cash
f  o r  max i . 
p e r  i o d „

Jt.ite 9 months 1/3 rd  month 
o r  10 days

2 months
mon t  l"i s

6
mor i t  s

1 2 
month month

1 /3rd 
montl'i o r  

10 d a y s

C o t t o n  
Tex t i l e s

4 months 1/2 month o r  
15 d a t s

1 month 3
months

6
months;

1 No 
mor i t  hi e>: p o r t  

s a l  e s

l/ 3 r d  month 
o r  10 d a y s

N .B .  A l th o u g h  m a j o r i t y  o f  t h e  reE-pondents  B u g g e s t e d  t o  h o ld  raw jute? f o r  a 

p e r i o d  o f  t h r e e  months,  bu t  when we t a l k e d  t o  t o p  manaqement o f  BJMC we 

w e r e  in- fomred t h a t  as  p e r  tl"ie dire?c:;t. ive£ o-f t h e  Government  ju te -  m i l l s  a r e  boi.snd 

t o  p u r c h a s e  raw j u t e  -from t h e  g r o w e r s  and t o  h o ld  i t  t o r  a maximum p e r i o d  o f  9 

months , and t h e y  a l s o  v i e w e d  t h a t  p u r c h a s in g  raw j u t e  a t  a t im e  d u r in g  

h a r v e s t i n g  s ea son  i s  a l s o  v e r y  much e con o m ica l . .  As,, such .  we h a ve  a l s o  

recommended t o  h o ld  raw j u t e  i n v e n t o r y  f o r  a maximum p e r i o d  o f  9 months in  l i n e  

w i t h  tl ' ie Government  f j o l i c y .
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7 . 4  ESTIMATE OF WORKING CAPITAL  REQUIREMENT ACCORTIWG TO 
SUGGESTED MODEL. AND COMPARISON WITH ACTUAL FIGURES 
Il^ROUGH BACKWARD PROJECTION.

7 . 4 , 1  T a b l e s  7 . 2  t o  7 . 6  shows  t h e  c a l c u l a t i o n  o f  e s t i  mated

i n v e n t o r i e s ,  r e c e i v a b l e s  and cash  r e q u i  re f r ;ents o-f t h e  s e l e c t e d

p u b l i c  s e c t o r  j u t e  r r i i l l s ,  whilc-j T a b l e s  7 . 7  t o  7 . 11  d ep i c t .  t h e

e s t i m a t e d  i n v e n t o r i e s ,  r e c e i v a b l e s -  and cash  r e q u i  r e i n en ts  cvf t h e

s e l e c t e d  p u b l i e  s e c t o r  c o t t o n  t e x t i 1 e  mi 1 1 s  a c c o r d i  ng t o  our

m o d e l . A f t e r  e s t i m a t i n g  t h e  r e q u i r e d  i n v e n t o r i e s ,  r e c e i v a b l e s  and

cast i  o f  t h e  s e l e c t e d  H i i l l s ,  a c ompar i s o i !  has  been  made w i t f i

a c t u a l  f i g u r e s  t o  show e> ; c e ss/or  s h o i ' t a q e  o f  i n v e n t o r i e s ,

r e c e i v a b l e s ,  and cash p o s i t i o n  o f  t h e  s e l e c t e d  m i l l s .  The

a n a l y s i s  r e v e a l e d  t h a t  t h e r e  was Tk.  i l a k h s ,  Tk.  225 l a k h s

and Tk- 829 l a k h s  e>;cess  i n v e n t o r i e s  h e l d  by b i g ,  medium and

sma l l  j u t e  m i l l s  r e s p e c t i v e l y  compared  t o  our  model  d u r i n g  t h e

p e r i o d  o f  s t u d y  <See T a b l e s  7 , 2 . 1 ,  7 . 3 . 1  and 7 . 4 . 1 ) .  I t  a p p e a r s

f r o m  t h e  t a b l e  7 . 5  t h a t  t h e r e  was e x c e s s  r e c e i v a b l e s  o f  Tk„ 1S&6

l a k h s  i Vi t h e  s e l e c t e d  j u t e  m i l l s  d u r i n g  t h e  s t u d y  p e r i o d ,

c ompoar ed  t o  r e q u i r e d  r e c e i v a b l e s  a s  p e r  our  m o d e l » Out o f  e x c e s s

r e c e i v a b l e s  h e l d  by t h e  m i l l s  Tk.  8 8 6  l a k h s  and Tk,  980 l a k h s

w e r e  b l o c k e d  i r; t r a d e  d e b t o r s  and a d v an c e s  r e s p e c t i v e l y .  The

e x c e s s  t r a d e  d e b t o r s  was f ound  Tk.  101,  T k . 260 and Tk.  525 l a k h s

in  b i g ,  fiiedii.im ancJ sma l l  j u t e  m i l l s  r  e s p e c  i t  v e l  v - The e>;cess

i n v e s t m e n t  i n  a d v a n c e s  was Tk.  165,  Tk. 140 and T k „ 675 l a k h s  i n

b i g ,  medium and sma l l  i u t e  m i l l s  r e s p e c t i v e l y  d u r i n g  19S2--83 t o

1986.87.  I t  r e v e a l s  f r om t h e  s t u d y  t h a t  h i g h e s t  i n v e s t m e n t  i n

i n v e n t o r i e s  was f ound i n  sma l l  m i l l s  and t h e  same was l o w e s t  i n

b i g  j u t e  m i l l s .
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I t  a p p e a r s  froir; t a b l e  7 „6  t h a t  t h e r e  was huqe  B h o r t a q e  o f  

c a sh  amount i ng t o  Taka 1924 l a k h s  i n  t h e  s e l e c t e d  p u b l i c  s e c t o r  

j u t e  m i l l s  compared  t o  r e q u i r e d  ca sh  b a l a n c e  as  p e r  our  m o d e l . 

The • h i q h e s t  c a sh  s h o r t a g e  o f  T k . 1137 l a k h s  was found i n  b i g

m i l l s  and t h e  l o w e s t  Tk.  310 l a k h s  was found i n  s m a l l  j u t e  m i l l s .  

The medium j u t e  m i l l s  had a c ash  s h o r t a g e  o f  T k . 4 7 7  l a k h  d u r i n g

t h e  s tu d y  p e r i o d .

T a b l e  7 . 7 . 1  shows t h a t  t h e r e  was e>;cesE i n v e n t o r i e s  

amoun t ing  t o  Tk.  3 7 3 . 5  l a k h s  and Tk.  2 0 6 . 5  l a k h s  i n  p u b l i c  s e c t o r  

Hor ino<o ld )  aru;! Q u a d e r i a  T e > ; t i l e  m i l l s  r e s p e c t i v e l y .  Howev e r ,  

S a t r a n g  t e x t i l e  m i l l s  had a s h o r t a g e  o f  Tk- 54 l a k h s  i n v e n t o r i e s  

compared  t o  our  mode l .  Bu t ,  on t h e  w h o l e ,  s e l e c t e d  c o t t o n  t e x t i l e  

i'fii 11B h e l d  e x c e s s  i n v e n t o r i e s  o f  Tk.  526 l a k h s  compared  t o  t h e  

mode l .  T a b l e  7 . 1 0  r e v e a l s  t h a t  t h e r e  was e x c e s s  r e c e i v a b l e s  o-f 

Tk .2 4 2  l a k h s  i n  t h e  s e l e c t e d  c o t t o n  m i l l s  d u r i n g  t h e  s t u d y  

p e r i o d .  The h i g h e s t  e x c e s s  i n v e s t m e n t  i n  r e c e i v a b l e s  o-f Tk.  140 

l a k h s  was found i n  Monno<old> t e x t i l e  m i l l s ,  w h i l e  t h e  l o w e s t  o-!- 

T k .2 6  l a k h s  was i n S a t r a n g  t e x t i l e  m i l l s .  The e x c e s s  t r a d e  

d e b t o r s  o f  I k .SO  1 aki is was found i n  Monrio ( o l  d ) - t e x t i l e  m i l l s ,  bu'h 

t h e r e  was s h o r t a g e  o f  t r a d e  d e b t o r s  o f  Tk.  23 l akh  and Tk.  17 

l a k h s  i n  Q u a d e r i a  and S a t r a n q  t e x t i l e  m i l l s  r e s p e c t i v e l y „ The 

e x c e s s  i n v e s t m e n t s  i n  a d v a n c e s  was -fourid T k .6 0  l a k h s ,  T k . 121

l a k h s  and Tk „26  l a k h s  i n  i i o n n o ( o i d ) ,  Q u a d e r i a  and S a t r a n g  t e x t i l e  

m i l l s  r e s p e c i t v e l y  d u r i n g  t h e  p e r i o d  o f  s-ti-sdy.
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I t  a p p e a r s  frcsiT! t h e  t a b l e  7.11 t h a t  huge  cash  s h o r t a g e  

amount ing  t o  Tk.  191.94 l a k h s  was found i n  Monno<o ld )  t e > ! t i l e  

m i l l s  but  e x c e s s  c ash  o f  Tk.  SO l a k h s  and Tk.  196 l a k h s  we r e  

•found i n  Q u a d e r i a  and S a t r a n g  t e x t i l e  m i l l s  compared  t o  our  

m ode l .  On t h e  w h o l e ,  ey . cess  c a sh  h e l d  by t h e  s e l e c t e d  m i l l s  was 

Tk.  8 4 . 0 6  l a i i h s  di . i rinq t h e  peric;:-d o f  s tu d y .

Out o f  ab ov e  a n a l y s i s ,  i t  may be c o n c l u d e d  t h a t  t h e r e  was 

huge  o v e r  i  n v e s t m e n t  o f  f u n d s  i n  i n v e n t o r i  e s ,  r e c e i v a b l & E .  but  

t h e r e  was s h o r t a g e  o f  cas i i  c o mpo nent s  o f  w o r k i n g  c a p i t a l  i n

t h e  s e l e c t e d  p u b l i  c s e c t o r  j u t e  mi i 1 s  d u r i n g  t h e  s t u d y  p e r i  od 

compared  t o  our  m o d e l .

In c o t t o n  t e x t i l e  m i l l s  t h e r e  was o v e r  i n v e s t m e n t  o f  f und  i n  

i n v e n t o r i e s  i n  i i onnoCo ld )  and Q u a d e r i a ,  but  S a t r a n g  t e x t i l e  had 

s h o r t a g e  o f  i n v e n t o r i e s .  A huge  fund was f ound  b l o c k e d  i n  

r e  c e i V a b 1 e s  of- M o  n r i o < o 1 d > a ri d (31..\ a d e r  i a t  e >; t  i I e  m i 11s ,  b t  

i nv es tmer r t  i n  r e c e i v a b l e s  was foi.tnd e x c e s s  o f  Tk.  26 l a k h s  o n l y  

i n  S a t r a n g  t e x t i l e  m i l l s . .  Huge cash s h o r t a g e  was f ound  i n  

M on n o< o ld > , but  t h e r e  was huge  e x c e s s  c ash  o f  T k .80  l a k h s  and Tk.  

196 l a k h s  i n  Quade r i  a and S a t r a n g  Tex t  i  1 e  m i l l s  r e s p e c t i v e l y , ,  

Cash p laru i i r i g  was f ound  v e r y  i n e f f e c t i v e  i r i t h e  s e l e c t e d  m i l l s .
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' « 4 . 2  D e m o ns t r a t e d  s a v i n g s  ou t  o f  b l o c k e d  e x c e s s  i n v e s t m e n t
om i n v e n t o r i  e s , r e c e i  v a b l e s  and c a s h .

The s e l e c t e d  j u t e  m i l l s  c o u l d  s a v e  Tk„ 5 7 4 . 4 2  l a k h s  as 

i n t e r e s t  o n l y  ovvt o f  e x c e s s  i n v e s t m e n t  i n  i n v e n t o r i e s  and 

r e c e i v a b l e s  as  c; a 1 c:i.; 1 a t e <::! i..ini::!er ;
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( :L ) I n v e c i t o r  i e s  T k .2 2  25 at  14X ~ 3:L2,c6

( i i )  R e c e i v a b l e s  I k . 1866 a t  14a -  261 .24

T o t a l ;  T k . 5 7 5 . ? D

The s e l e c t e d  cottor ' i  t e x t i l e  (iii 11 s c o u l d  s a v e  Tk- 119 .29

l a k h s  as  i n t e r e s t  o n l y  out  o f  e;- icess 1 nvest i f i ents .  i fi 3. r i v en t o r  i e s , 

r e c e i v a b l e s  and cash  as  c a l c u l a t e d  unde r ;

( i  ) I n v e n t o r i e s  Tk.  526 l a k h s - ( n e t )  a t  14a -  T k . 7 3 . 6 4

< i i >  R e c e i v a b l e s  Tk .242  l a k h s ( n e t )  a t  14a, == T k . 3 3 . 8 S

' i i i >  Cash Tk„ 8 4 . 0 6  ( n e t )  a t  14% Tk.  11 .77

T o t a l :  T k . 119,29

7 . 4 . 3  IMPACT OF MODEL OW NET PROFIT/ (LOSS)
OF JUTE MILLS.

T k . i f !  l a  k h

( i )  Ne t  p r o f i t / (1 OSS) o f  L a t i f  Bawany
J u t e  M i l l s  d u r i n g  1982.83 t o  1986--S7 ( 2 1 5 . 9 2 )

( i i )  N e t  p r o f  i t / (1 o s s )  o-f- Karii?! vlute
! i i i l l s  d u r i n q  1982 83 t o  1986-87 ( 8 4 9 . 5 4 )

( i i i )  Ne t  pr  o f  i t  / (1 ciss)  o f  Nabarun j u t e
« i i l l s  d u r i n q  1982 83 t o  1986 87 ( 9 0 . 4 6 )

T o t a l  a c c u n u l a t e d  Ne t  l o s s  as  p e r  a c t u a l  " - (Tk „ 1 155. 92)

L e s s :  S a v i n g s  oi.it o f  i n t e r e s t  i n c o « i e  + 5 7 3 >.5 _:
ou t  o f  e>;cess  i n v e n t o r i e s  «  r e c e i v a b l e s

Accmul a t e d  Ne t  l o s s  as  p e r  criodel ( 582»62. )
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7 . 4 , 4  Impac t  o f  Model  on ca sh  f l o w  o f  t h e  s e l e c t e d
j u t e  m i l l s  d u r i n g  19eii2"-S3 t o  1996.87

ilc. i n  l akh

( i >  T o t a l  c a s h  - f l o w s  o f  L a t i  f  B a w a n y  (4.96)
vlut.e m i l l s  < b i g  m i l l s )  d u r i n g  

19a2--83 t o  1986--a7

< i i  ) T o t a l  c a s t s  f l o w s  o f  K a r i m  j u t e  m i l l s  (747.42)

( i i i ) T o t a l  c a s h  f l o w s  o f  N a b a r u n  J u t e  m i l l s  (443.37)

A c t u a l  T o t a l  a c c u m u l a t e d  c a s h  - f l o w s  (1195.75)

A dd! S a v i n g s  o u t  o- f  i n t e r e s t  i n c o m e  o n  

e x c e s s  i  n v e n ' t . o r  i  e s  , r e c e i v a b l e s

Accumula t ed  n e t  n e g a t i v e  b a l a n c e  o f  c ash  < h 2 2 A S  )
-f 1 o w s a s p e r  s i.u:; e  s t  e d !'■! o d e  1

7 „ 4 . 5  IMPACT OF MODEL DM NET PROF I T / ( LOSS)
OF COTTON TEXTIL.E MILLS.

Tk,  i n  l akh

( i )  Ne t  pr  o f  i t  / (1 OSS) o f  Mor ino ( o l d )
Te;:-;. M i l l s  d u r in g  1982--83 t o  19Ei6.87 “  177.1:

( i i )  Met pro-f  i t / (1 o s s )  o f  Quader i  a Tex .
m i l l s  d u r i n q  1982.83 t o  1986-87 =- ( 2 9 . 5 1 )

( i i i )  Ne t  pro-i-i t  / (1 o s s )  o f  S a t r a n q  Te>: „
m i l l s  d u r i n g  1982.83 t o  1986-87 == ( 3 1 . 5 6 )

T o t  a 1 a c c unul a ted  M e t  p r  o -f i t  / < 1 o s s )  = Tk „ 116. O 5
o f  - three m i l l s  as  p e r  a c t i i a l

L e s s :  S a v i n g s  out  o f  i n t e r e s t  i ncome  Oi~i 119,, 29

e x c e s s  i n v e n t o r i  e s ,  r e c e i v a b l e s  and cash

Ac cm u la t ed  Ne t  p r o f i t  would have  b een  235 .34
T k -2 3 5 . 3 4  l a k h s  as  p e r  our  model  i n s t e a d  
o-f Tk.  116 .05  l a k h s .
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7 . 4 . 6  IiTipac.t. o f  Model  on c.eish -f low o f  t h e  s e lBc t . ed
C o t t o f i  Te>; . M i l l s  d u r i n g  19S2--83 t o  1986-87

r k „ i n 1 a t -: h

< i )  T o t a l  c a s h  f l o w s  o f  M o n n o < o l d )
T e?>! » mi 1 1 s  d ur  i nq  
1 9 8 2 - 8 3  t o  1 9 8 6 - 8 7

( i i >  T o t a l  r a s h  f l o w s  o f  Q u a d e r i a  Te>:. n u l l s

A c t u a l  T o t a l  a c c u m u l a t e d  c a s h  f l o w s

Add ;  S a v i n q s  o u t  o f  i n t e r e s t  i n c o m e  on 
e x c e s s  i n v e n t o r i e s ,  r e c e i v a b l e s

40., 1 '7

(505..60)

<1108., 25)

<1573„,6 8 )

119.. 29

A c c u m u l a t e d  n e t  n e g a t i v e  b a l a n c e  o f  c a s h  < 1 4 5 4 . 3 9 )
■f 1 owB a 5 p e r  s u g g e s t e d  Mode l

7 . 4 . 7  l i i ipact o f  model  on Met p r o - f i t  anc! c a sh  f l o w s ;

BY t e s t i n g  our  model  w i t h  a c t u a l  f i g u r e s , ,  i t  has  b een  

•found t h a t  t h e r e  w a s  o v e r  i n v e s t m e n t  o f  Tk.  2229 l a k h s  and Tk.  

1866 l a k h s  i n  i n v e n t o r i e s  and r e c e i v a b l e s  r e s p e c i t v e l y  i n  t h e  

s e l e c t e d  p u b l i c  s e c t o r  j u t e  m i l l s  d u r i n g  t h e  s t u d y  p e r i o d .  The 

s e  1 e t  ed .i i..it  e ini 1 1  s  c;oi..; 1 d s a v e  "!"k „ 574 . 42  1 a k s  as  i n t e r e s t

inccime i-f t l i e  a f o r e s a i d  fund was no t  blocikeci  i ri t h e  twcj ma.jcir 

coHipcinents o f  w o r k in g  c a p i t a l .  The s a v i n g s  woiAld f i ave  been inore,  

i f  we c o u l d  c a l c u a l t e  i n s u r a n c e  c o s t ,  h o l d i n g  c o s t ,  s h o r t a g e / o r  

f i l f e r a g e  o f  i n v e n t o r i e s .  M o r e o v e r , T a b l e  7 . 1 2 . 1  r e v e a l s  t h a t  

o n l y  t h e  b i g  j u t e  m i l l s  a v a i l e d  e i i c e s s  bank b o r r o w i n g s  o f  Tk.  

1171 l a k h s  i n  1987.  I f  t h e  e x c e s s  bank b c i r r ow in gs  was no t  t a k e n  

t h e  s a i d  m i l l s ,  cciuld s a v e  i n t e r e s t  e x p e n s e  o-f Tk.  105 .39  lakhs*;  

a t  9X s u b s i d i s e d  r a t e ) ,  wh i ch  would  c o n t r i b u t e  t o  prcvf i t a b i  1 i t y  „
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By a n a l y s i n g  t h e  i inpact. o f  cui '  inodel on t h e  s e l e c t e d  

j u t e  m i l l s ,  it. i s  r e v e a l  e?d that,  t h e  jute? m i l l s  c o u l d  reduc£? 

acci.tmul a t e d  b a l a n c e  o f  l o s s  by f i f t y  perce;nt.  try r e d u c i n g  t h e  l o s s  

t o  Tk.  5 8 1 . 5 0  l a k h s  f rom T k . 1155 .92  l a k h s .  S i m i l a r l y  n e t  n e g a t i v e  

cas^h-f lows would ha ve  been r e d u c e d  t o  Tk„ .1076.46 lakhs.  f rom 

T k . i l 9 5 „ 7 5  l a k h s .

By t e s t i n g  our  model  i n  c o t t o n  t e x t i l e  m i l l s ,  i t  i s  

r e v e a l e d  t h a t  t h e  s a i d  m i l l s  c o u l d  s a v e  I k .  119.24  l a k h s  as  

i n t e r e s t  i ncome  out  o f  t h e  e x c e s s  b l o c k e d  fund  o f  i n v e n t o r i e s ,  

r e c e i v a b l e s  and cash  c omponen t s  o f  w o r k i n g  c a p i t a l .

By t e s t i n g  our  model  o f  n e t  p r o f  i t / l o s s ,  i t  i s  r e v e a l e d  

t h a t  a c cu m u l a t e d  n e t  p r o f i t  a s  p e r  model  wou ld  ha ve  been Tk»

2 3 5 . 3  l a k h s  i n s t e a d  o f  a c t u a l  f i g u r e  o f  Tk.  116 .05  l a k h s  i n  t h e  

s e l e c t e d  c o t t o n  m i l l s  d\..!ring t h e  s tu d y  p e r i od , .  S i m i l a r l y  t o t a l  

n e g a t i v e  c ash f l o w s  would ha ve  been r e d u c e d  t o  Tk.  1434 .39  l a k h s  

i n s t e a d  o f  a c t u a l  f i g u r e  o f  Tk,, 1573,, 6 8  l a k h s .

7 . 4 . 8  .1 i:1 p.act; of ;  i j05;>E: i, on i t i e  economy a s  £\ who l..e

The e>;cess  bank b o r r o w i n g s  o f  t h e  j u t e  m i l l s  a t  9 

p e r c e n t  s u b s i d i s e d  i n t e r e s t  r a t e  has  an im pac t  on t h e  economy as  

a wh o l e .  I h e  hig l t  i rrf 1 a t  i o n a r y  r a t e  ( 1 2 %) i i i ttse eocnoiny o f  

B an g l a d esh  as  a r e s u l t  o f  huge  i n c r e a s e  i n  p r i c e  l e v e l s  may be  

p a r t i  a l y  r e s p o n s i  til e  f o r  e> :cess  bank b o r r o w i n g s  by t h e  p u b l i c  and 

p r i v a t e  e n t e r p r i s e s  o f  j i . i te and c o t t o n  t e > ; t i l e  i n d u s t r i e s ,  as  t t i e  

two  i n d u s t r i e s  c o n s t i t u t e  more than  s e v e n t y  p e r c e n t  o f  t h e  

i n d u s t i r a l  s e c t o r s  o f  t h e  c o u r i t r y .

1 6 9
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LAT IF  BAWANY JUTE MILLS

T a b l e  7 . 2  Showing the  e s t imated  maximum I n v e n t o r i e s  require-ment per the  Bugqested  p l a n n i ng
and the e x c e s s  i n v e n t o r i e s  he ld  ( through backward p r o j e c t i o n )  d u r i n g  193,2-83 to  1986-37,

( I )  RAW MATERIAL ( i i )  WORK-IN -PROCESS

Tk,  i n  l akh  

( i i i > F INISHED GOODS ( i v ) STORES AND SPARES

] 98 3 1984 1985 1986 1987 1983 1984 1985 1 986 1987 1983 1984 1985 1986 1987 1 983 1 984 1985 1986 1987

Av. mon- 94 
t h l y  r e q — 
i r emen t

106 206 119 1 26 127 140 147 181 183 220 247 316 308 37 1 17 14 1 5 14 17

Max .
p€?riod x9m
1 0 e
1 1  ed up

per ™846

;-;9m x9m 

954 1854

x9m X 

1071 1

9in 

1 34

1
- r d

42

1
- r d

47

1
- r d

49

1
- r d

60

1
- r d  x l  
•3

61 220

X 1 

247

X 1 >; 1 

316 308

X 1 

371

X 2m 

34

2 m 

28

X 2 m X 2 m 

30 28

X 2m 

34
des i  Q 
ed
(nod e 1

T a b l e  "7,2.1 E s t i m a t e d  r e q u i r e d  i n v e n t o r i e s  a s  p e r  Model  ane  e x c e s s  i n v e n t o i r e s  a c t u a l l y  
h e l d  d u r i n g  1982-83 t o  1986-87.

INVENTORIES 1983 1 984 1985 1986 1987

Tk. i n  l akh

( i )  FI'aw M a t e r i a l

( i i ) Work.i n - P r o c e s s

( i i i ) F i  n:i. shed Goods 

( i V ) S t  o r■ e s 2< s p a r  e s

846 

42 

220 

3; 4

954 

4'7 

247 

28

1854 

49 

316 

30

1071

60

308

28

1134 

61 

371 

34

T o t a l  I n v e n t o r i e s  as 
p e r  model

S t o c k
a c t u a l  1 y l ie l  d

1 142

1194

1276 2249

1925

1467

2578

1600

2044

0  E y. c e  s  s  / ( s hi 0 r  t  a g e )
o i  I n v  6? n t  o r  i e  s

4 8 ( 4) (324) 1 0 1  1 444 j r  1 1 7 »
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KAF:IM JUTE MILLS (MEDIUM MILLS)

Tk. in lakh  

< i i i )  FINISHED GOODS ( iv )STORES AMD SPARES
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T a b l e  7 .3  Showing the  estirnatGcl maximum I n v e n t o r i e s  requi  r emt-^nt as, per the  Eugqe^Eted p l a n n ing
and the e x c e s s  i n v e n t o r i e s  he ld  ( through  hjackward p r o j e c t i o n )  d u r i n g  1982-83 to  1986-87.

( I ) RAW MATER IAL < i i )  WORK-IN -F-'ROCESS

1983 1984 1985 1986 1987 1983 1984 1 985 1 986 1 987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987

Av. mon- 47 60 112 73 57 64 75 87 105 102 1 10 123 181 206 155 9 9 9 10 10
t h l y  r e q -
i reiTient

Max ,, 1 1 1 1 1
p e r i o d  x9m X 9(n 9m x9m x 9m - r d - r d ■•-rd - r d --r d >; 1 •X 1 X 1 X 1 X :l. X 2 in X 2 m X 2(n X 2 m 2 in
t  o b e ..... ..... 3
t i eci up
as p e r  =-423 540 9'98 657 483 21 25 '“I

j:.. •i5 34 1 10 123 181 206 155 18 18 18 20 20
des i  g~  
ed
mod e 1

T a b le  7 .3 .1  EEsti mated r e q u i r e d  i n v e n t o r i e s  a s  posr Model ane e x c e s s  i n v e n t o i r e s  a c t u a l l y  
he ld  d u r in g  1982-83 to  1936-87,,

T „ i n 1 a k 1")

INVENTORIES 1983 1984 198^ 1986 1987

( i )  Raw M a t e r i a l  

( i i ) W o r ■ k i n f-' r  o c: e s 

( i i i ) F i ni  shed Goode 

( i v )  S t o r e s  ?< s p a r e s

423 

21  

1 10 

18

540 

25 

123 

18

998 

29 

181 

18

657

35

206

20

483

34

155

20

T o t a 1 In V e n to r i e s  as  
per- model

Stock
a c t u a l l y  he ld

r/:

496

706

844

1226

1170

918

1081

692

748

E X c e s s / ( s hi o 1 a q e?) 
^ o f I n V e I'i t o r ■ i e s

( 7 6 ) 1 3 8 ( 5 6 ) 163
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MABARUM JUTE MILLS (SMALL MILLS)

T a b le  7»4 Showing the  e s t im ated  maxirrium In v e n t o r i e s  requiremejnt as, per the? suqgesited p lan n in g
a n c j t  hi e e  x c. e s b i n v e n t o r  i e s |-i e I d ( t  h r  o u. g h b a c I-:; w a r  d p r o j e c t i o n ) d u r i n g  1982-83 t o  1986-87„

r k u i n 1 a t -: f i

( I )  RAW MATERIAL ( i i ) WORK-IN -F'ROCESS ( i  i i ) FINISHED GOODS ( i v ) STORES AND SPARES

1983 1984 1985 .1.986 1 987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987

Av. mon- 19 22 52 33 31 29 33 35 47 48 44 54 72 95 80 4 5 5 4 5
t h l y  r e q -  
i re^ment

Max .
p e r i o d  x9m x9m x9m x9m x 9in 
t o b e 
t i e d  up

1
-•-rd -r<;J -■-rd - r d ■d x l  x l  x l  x l  x l x 2(?i x 2m x 2m x 2m x 2m

as per =171 198 468 297 279 10 11 
des i  g -  
ed
model

12 16 16 44 54 72 95 80 8 10 10 8 8

T a b le  7„4„1 Est imated  r e q u i r e d  i n v e n t o r i e s  as  
he ld  d u r in g  1982-83 to  1986-87,,

pe^r Model ane e x ce ss i nvento i  r e s a c t u a l  1y
t.

Tk„ in lakh

INVENTORIES 1983 1984 1985 1986 1987 Tota l  exce ss/  
( s h o r t a g e )

( i )  Raw M a te r i a l  171 198 468 297 279 (76)

( i i ) Wor k - i  n-F'r o ces s  10 11 12 16 16 138

( i i i )  F in i sh e d  Boods 44 54 72 95 80 (56)

( i v )  S t o r e s  & s p a r e s  8 10 10 8 8

Total  I n v e n t o r i e s  as 233 273 
per model

562 3:35 383 1786

Stoc k
a c t u a l l y  he ld  356 397 684 517 661 2615

E x c e s s / ( s h o r t a g e ) 123 124 122 182 278 829
o f I n V  e n t. o  r' i e s
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T a b le  7''. 5 Showing the  r e q u i r e d  investment in Accounts  re?ecei vab 1 t3s as per  suqqes ted
model in the  s e l e c t e d  jutt? m i l l s  and the  e x c e s s  amount a c t u a l l y  he ld  d u r in g  
1932--a3 to  1986-87„

Years

Tk. in lakh

LBJM(Big )

Trade d e b to r s  Advances

K J M ( Med i um) NB J M ( Sroa 1 1 ) Tot a 1

Tatde d e b t o r s  Advances Trade d e b t o r s  Advances

1982-83

1983-84

1984-85

1985-86

1986-87

Tota l  as  per  
mode;l

Tota l  as  per  
a c tu a l

234,30  

257.10  

294,90  

319„50 

360.00

1466

1567

181.27  

170.32  

254.97  

340.95  

292.59

1240

1405

122.70  

126.60  

157.50

183.30

180.30

770

.030

83. 28

114.56  

155.61 

162.65

135.57

650

790

61 . 20 

67. 80 

81 . 00 

8 8 . 20 

80. 40

300

825

52. 30 

6 6 . 53 

100.48  

100.60  

92. 75

415

1090

4841

6707

Tota l  E>;ces!; 101 1 6 b 260 140 675 1866
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T a b l e  7 . 6  Showing  t h e  r e q u i r e d  i n v e s t m e n t  i n Cash as  p e r  suqgtes ted  g u i d l e s  i n  t h e  
s e l e c t e d  p u b l i c  s e j c t o r  j u t e  m i l l s  and t h e  e xc c? ss/ ( sho r t ag e? )  of- cash 
a c t u a l l y  h e l d  d u r i n g  1932-83  t o  19a6--87.

Tk.  i n  l akh

Yesir s LBJM(B i g ) KJM(Medium) NBJM(SmaJ1)

Reg. A c t . Ex c e s s / S h o r t a g e  Fi:eq, Ac t . f E >; c: e s s / 8 h c:> r ■ t  a g e Reg. A c t .  Ex c e s s / S h o r t a g e

1982-83 181.27 2 2 . 68 ( 1 5 8 . 5 9  > 83.  28 28.  77 ( 5 4 . 5 1 ) 52 „ 30 13. 04 ( 3 9 . 2 6 )

1983-34 170,32 13. 2 0 ( 1 5 7 . 1 2 ) 114 .56 13 „ 57 ( 1 0 0 . 39 ) 6 6 . 53 14 ,93 ( 5 1 . 6 0 )

1984-85  254 .97 16. 76 (238,, 21 ) 155.61 5. 5 5 ( 1 5 0 , 0 6 ) 100.48 30.  17 ( 7 0 , 3 1 )

1935-36 340 .95 23 „ 20 ( 31 2 .75 ) 162 .65 57,  23 ( 105,. 37) 100 .60 10. 99 (3 9 . 6 1 )

1986-87 292 .59 / -k .--k / s... j\.. 1. O ( 2 7 0 . 39) 13 5 ,5 7 69. 00 ( 6 6 .57) 92, 75 37.  70 (59 ,05 )

T o t a l  1240.10 
as  p e r  model

103.10 (1137) 651„61 174.17 ( 4 7 6 . 4 4 ) 4 1 2 , 66 102.83 (309 .83 )

T o t a l  c ash  s h o r t a g e  Tk„ 1924 l a k h s  and r e q u i r e d  cash has  been e s t i m a t e d  
on t h e  b a s i s  o t  1 0 X o f  Ci..ir'rent a s s e s t s .
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MOMNO(OLD) COTTON TEXTII...E MILLS

Tab l e  1 . 1  Showing the  e s t imated  maximum I n v e n t o r i e s  r equ i rement  as  per the  suq yes ted  pi sinning
and the  e x c e s s  i n v e n t o r i e s  he ld  ( through backward p r o j e c t i o n )  du r i ng  1982--33 to  1986-37,

1" k . i n 1 a k h

( I ) F;AW MATERIAL ( i  i ) WORK-■IN -PROCESS ( i i i  ) FINISHED GOODS ( i V ) STORES AND SPARES

1 983: 1984 1985 1986 1 987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987

Av.  mon-- 35 34 43 83 23 13 15 18 20 21 49 48 52 54 47 2 2 2 2 2
t h l y  r e q -
i re:?ment

Max . 1 1 1 1
per i c id  x4nt x 4ffl x4m x4m x 4 m - r d - r d - r d - r d - r d >: 1 X 1 1 X 1 1 V: 6 if( 6 m x 6 m >; 6 tjm
t  o t:i e jr.. j:..
t i e d  up
as p e r  =-143 136 172 116 92 6 . 5 7 , 5 9 1 0 10. 5 49 48 52 54 47 12 12 12 12 1 2
d es i  q-- 
ed
mod e  1

T a b l e  7 , 7 . 1  E s t i m a t e d  r e q u i r e d  i n ve^n t o r  i e s  as  p e r  Model  ane  ̂ e x c e s s  i n v e n t o i r e s  a c t u a l l y  
h e l d  d u r i n g  1982--83 t o  1986-87.

Tk„ i n  l akh

INVENTORIES 1 983 1984 1985 1986 1987

( i )  f-';aw M a t e r i a l 140 1 36 172 1 16 92

( i i ) W o I" !•:: -  i n -  F' r" o c e s s 6 .. 5 7. 5 1 0 10 .5

. ( i i i )  F-ini shed Goods 49 48 52 54 57

( i V ) S t  o r  e  s & s p a r  e 1 2 1 2 1 2 1 2 1 2

T o t  a 1 I rt V e n t  o r' i e  s a s 207,  5 163, 5 245 192 171,5
pe r  model

S t o c k
a c t u a l l y  h e l d 1 34 261 549 277 1 32

' E c e  s s / ( s cj r t  a g e  > ( 7 3 . 5 ) 97. 5 304 85 ( 3 9 . 5 )  =^Tk.373.5 l a k h s
o f  I n v e n t o r i  e s e x c e s s  s t o c k  h e l d
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T a b le  7 .3  Sihowing the  e s t im ated  maximum Inventorie/s requ irem ent  as  per the  su g g e s te d  p lan n in g

t 3 U A D E R I A  T E X T I L E  M I L L S

a n d I; f ! e e c e s s i n v e n t o r i e s h e 1 d ( t I 'l r  o u q ht backward p r o j e c t i o n ) d u r in g  1982-83 to  1986-87„

Tk. in liik;li

( I )  RAW MATERIAL < 1 i ) WORK-IN -PROCESS < i i i ) FINISHED GOODS (iv )STORES AND SPARES

1983 1984 1985 1986 1987 1983 1 984 1985 1986 1 987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987

Av. mon- 35 35 31 27 21 1 1 13 14 1 7 18 46 47 38 50 39 2 2 2 2 2
t h l y  req--
i rement

Ma>i •• 1 1 1 1 1
p e r io d  x4m x4in x 4m x4m >; 4 m -••rd - r d - r d - r d - r d x l 1 1 1 1 >!6 fti >:6m ■;;6m X 6 /! 6 m
t o L) e .u'..
t i e d  up
as per '  :̂ :̂ 1̂40 140 124 98 84 wi .. 5̂ 6 „ 5 7 8 . 5 9 46 47 38 5B 39 12 12 12  12  12
des i  q -  
ed
mod e 1

T a b le  7 .8 .1  Est im ated  r e q u i r e d  i n v e n t o r i e s  as  per  Model ane e x c e s s  i n v e n t o i r e s  a c t u a l l y  
he ld  d u r in g  1982-83 to  1986--87.

r k „ i I' i :i. a k f“i

INVENTORIES 1 983 1984 1 985 1986 1987

( i>  Raw M a te r ia l 140 140 124 98 84

( i i ) W ci i'' 1-:; -- i n -  P r' cj <::: e s s 5, b 6 ., 5 7 8 . 5 9

( i i i ) F''i f i i sf led Boods 46 47 38 50 39

( i v )  S t o r e s  s p a re s 1 2 1 2 1 2 1 2 1 2

Tota l  I n V e n t o r  i e s a 
per model

203.  5 205.  5 181 168, 5 144

Stoc k
a c t u a l l y  he ld 132 241 386 1 93 158

EX cess/  ( sli or t ag e ) ( 7 1 . 5 ) :36. 5 205 24,. 5 14 = T k . 2 0 6 . 5  l akh s
o-f I n v e n t o r i e s e X c e s s  s t oc k 11 e 1 d
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SATRANG TEXTILE MILLS

"ab l e  7 , 9  Showing the e s t imated  maximum I n v e n t o r i e s  r equ i rement  as  per the  suq qe s te d  p l a n n in g
and t t i e e c: e b s i n v e n t o r i e s f i e 1 d ( t  f i r o i.i q h b a c:: k: w a r d p r  o i e? c t i o n ) d u r i n g 1982- E) 3 t o 1 986-87.

Tk. i n  l akh

( I )  RAW MATERIAL ( i  i ) WORK-IN -PROCESS ( i i i ) FINISHED GOODS ( i v ) ST OR ES  AND SPARES

19S3 1934 1985 1986 1987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987 1983 1984 1985 1986 1987

Av.  mon- 25 26 27
t h l y  re-?q— 
i rem&nt

26 13 11 12 14 16 39 37 33 46 37

Max .
p e r i o d  x4m x4m x4m ;;4m x 4(n 
t  tj t)e 
t  i ed up

1 1 1 1 
-rd - r d  ••-rd - r d  --rd x l  x l  x l X 1 >;6 f!i x 6 (n >:6m x '!6 x 6m

as per  =100 104 108 
des i  g -  
ed
mod e 1

104 88 6 .5  5 .5  6 7 8 39 37 33 46 3:7 6 :i. 2 12  6 6

T a b le  7 .9 .1  tisti  mated r e q u i r e d  
he ld  du r inq  1982-83

i n v e n t o r i e s  as  per  Model 
to  1986-87,,

ane e x ce ss  i n v e n t o i r e s a c t u a l  Iy

Tk„ in lakh

INVENTORIES 1983 19S4 1985 1986 1987

( i )  F\aw M a te r ia l 100 :l. 04 108 104 88

( i i ) W ("! 1' k: ■■■- i n -  F-' <:::. e s is 6 „ 5 5. 5 6 7 3

( i i i ) F'i ni shed Goods 39 37 . j. 46 3 /

( i V ) St a r e s  h s p a r e s 6 12 12 6 6

T c:> t a 1 I r"i v e n t o r  i e s a s 
per model

151 „ 5 158 ■ 5 159 153 1 39

Stoc k
a c t u a l l y  Iteld 102 136 186 132 151

E x c e s s / ( s h o r t a g e ) (49 .5 ) (2 2 .5 ) 27 ( 2 1  ) 1 2 S h o r t a g e (54) of
o-f InVentar  i es s t o c k s  as  p e r  model

Dhaka University Institutional Repository



1 7 8

T a b le  /.10 Showing the r e q u i r e d  inveBtment in Accounts  r e e c e i v a b l e s  as  per  sugg e s ted
model in the  se?lected co t ton  m i l l s  and thee e x ce ss  amount ^ (c tu a l ly  he ld  d u r ing  
1932-33 to  1986-87^

Year s MDMNO (OLD) QIJADEF^IA SATRAMG

T' I-::. i r I 1 a k li 

Tota l

___________ — ....—
Trade d e b to r s Advances Tade d e b to r s Advances Trade d e b t o r s Advances

1982-83 54 33 47 36 39 24

1983-84 53 43 50 51 44 25

1984-85 57 87 43 62 43 3 7

1.985-36 52 56 52 45 48 :-;;4

1986-87 54 45 45 42 42 27

Tota l  as  
mod e 1

per 54 53 47 47 43 29

Tota l  as  
ac tu a l

per :t 34 1 13 19 168 2 6 55

T o ta l  Ex(:::ess 80 60 (23) 1 2 1 (17)
Tota l  a v e r a g e  

26 ex c e ss  r e c e i v .  
Tk„242 lakh.,
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T a b le  7„11 Showing the  r e q u i r e d  investment in Cash as  per su gg e s ted  g u i d l e s  in the  
s e l e c t e d  p u b l i c  s e c t o r  co tton  m i l l s  and the  e x c e s s / ( s h o r t a g e )  o f  cash  
a c t u a l l y  he ld  d u r in g  1982-83 to  1936-37,,

Tk,. in  lakh

Y ears  MOMMO(OLD) aUADE:F :̂IA SATRANB

Re q . Ac t , E c  e s s  / Sf ior  t aqe Re q . Ac t . E c  es  s / S o r  t atg e  ̂ e q . Ac t „ c e s s  / Sh or t aq e

179

1982-83 37 4 36 52 16 24 83 59

1983-34 43 3 3 •; 1 a ) 51 90 39 25 42 1 7

1984--85 87 2 (85) 62 49 ( 1 :3) 37 102 65

1985-86 56 a . 5 <55.5) 45 64 19 34 99 65

1986-87 45 0 . 0 1 (44 .99 ) 42 6 1 1 9 27 17 ( 1 0 )

T o t a l  264 72.51
as  p e r  model

..j,. ,
316 80 147 343 196

T o t a l  e x c e s s  c ash  h e l d  by  t h e  M i l l s s  Tk .34 , ,06  l a k h .
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7 .5  Our p roposed  approach l e a d in g  to  a iTiOdel fo r  t a k in g  cash  
c r e d i t  from conimerciai bankss

In o rd e r  t o  c a r r y  a r e a s o n a b l e  l e v e l  o f  c u r r e n t  a s s e t s  in  

r e l a t i o r i  t o  prodi.>,ct i on requ i  r ements , the  iria>; i mufi! permiss ib le?  

l i m i t  o f  bank borrowings,  (cash  c r  edi t /o ve r  dr af  t ) c ou ld  be found

out under ttiO tt iree  fol lowinc;;  methsods.

( i )  The i n d i v i d u a l  p u b l i c  e n t e r p r i s e  can work out the  work ing  

c a p i t a l  g ap ,  i . e .  t o t a l  c u r r e n t  a s s e t s  l e s s  cu r r e n t  l i a b i 

l i t i e s ,  o th e r  than bank b o r r o w in g s ,  and ask; f o r  bafik f i n a n c e  

a iv.e.y.i mum o f  SO pe rcen t  o f  gap ;  the b a l a n c e  to  come oirt o f  

loftg term loan  and e q u i t y  sources.,

( i i )  The i ndi v i  di.sal p i ib l ic  e n t e r p r i s e  i s  t o  p r o v id e  f o r  a 

minimum o f  20 p e rcen t  c u r r e n t  a s s e t s  out o f  long  term  

fu nds .  A c e r t a i n  l e v e l  o f  c r e d i t  f o r  p u rc h a se s  and o the r  

c u r r e n t  l i a b i l i t i e s  w i l l  be a v a i l a b l e  and the  bank w i l l

f:j r  o V i <:;i e  t  h e  tj a 1 a n c. e . ! o t  a 1 c tt i-' r e fi t  l i a b i l i t i e s ; ,  i ru;; 1 i.i ;;;;• i v e

o f  bank b o r r o w i n g s  w i l l  n o t  e>!ceed SO p e r c e n t  o f  c u r r e n t  

aEiset s-

( i i i )  Same as  ( i i )  a b o v e ,  but  e> ! c lud ing  c o r e  cv.srrent a s s e t s  on 

t i i e  t h e o r y  arid t t i e  cc i re  c i . i r rent  a s s e t s  sh o u l d  be  f i r i a r i c ed  

out  o f  1 oi ig t e rm fu nd s .
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I t  shou ld  be brone  in mind th a t  th e  p r o j e c t e d  c u r r e n t  

a s s e t s .  I . e .  in v e n to ry  r e c e i v a b l e s  and cash shou ld  be worked oi.it 

based  on our su gg e s ted  norms and cu r re n t  l i a b i l i t i e s  i n c l u s i v e  o f  

bartk bo r row in q  w i l l  not exceed EiO percerit o f  currer it  a s s e t s .  !'he 

t  b r e e a 1 1  e r  n a t  i v e s ! i a v e b e e n i 1 1  u s  t  r  a t  e d b y t  a k i n g t  h e -f o 1 1 o w i n g 

example o f  bt:?!''rower ' s •(•inancial p o s i t i o n ,  fo  fiiake the a n a l y s i s  

more mean ing fu l  and c o n s i d e r in g  the  p r a c t i c a l  o p e r a t i o n  o f  our  

model,  Vie have used t h e  a c tu a l  f i g u r e s  o-f c u r r e n t  a s s e t s  and 

c u r r e n t  l i a b i l i t i e s  o f  one o f  ciur s e l e c t e d  j u t e  m i l l s  and orie 

s e l e c t e d  c at  t on t e x t i l e  mi 1 1 s  as  r e f l e c t e d  i n th e i  r b a l a n c e  

s h e e t s  as on 30th June,  1987. But ,  the  model shou ld  be based  on 

p r o j e c t e d  b a l a n c e  s h e e t ,  and the  c l a s s i f i c a t i o n  of  c u r r e n t  a s s e t s  

and c u r r e n t  l i a b i l i t i e s  fo r  c a l c u l a t i n g  p e r m i s s i b l e  l e v e l  o-f bank 

t )Orrowings has  not to  bê  made a c c o rd in g  to  compariies A c t ,  but as  

p e r  a („>. r p r  e s e i'i t. a t. i o ri i ri t a b 1 e 7. 1 2 .

7 . 6 . 1  A n a l y s i s  o-f p r o p o s e d  t h r e e  methods .

In Model  1 ( Tab l e  7.  12. 1 > t h e  b o r r o w e r s  vii i 1 h a ve  t o

c o n t r i b u t e  a mi ni  mum o-f 2 0  p e r c e n t  o f  t h e  w o r k i n g  c a p i t a l  gap

f r om  t h e  l o n g  t e r m  s o u r c e s  and t h e  b a l a n c e  80 pe r  c e n t  w i l l  be  

f i n a n c e d  by t h e  bank.  In Method I I ,  t h e  bo r r o v j e r  w i l l  ha v e  t o  

p r o v i d e  a minimum o f  2 0  p e r c e n t  o f  t o t a l  c u r r e n t  a s s e t s  f r om  l o n g  

t e rm  s o u r c e s  and t h e  cap w i l l  be  p r o v i d e d  by t h e  bank.  T h i s  w i l l  

s t r e n g t h e n  t h e  c u r r e n t  r a t i o  f r o m  1st. Me thod .  In t h e  I I I ,

bor  r-c:'.we!" " s (:;:ontr i but  i ori -from l o n g  t e rm  f u n d s  w i l l  be  t o  t h e

1 8 1
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e5>; tent. o f  the  e n t i r e  ' c o r e "  current,  a s s e t s ,  ancJ a iTi:i. rri inum o-f 

perce?nt. o-f 'the ba.lance o-f curr  ent assE.ets, th us  stren-theni rig the  

c u r r e n t  r a t i o  - further .  T h is  i s  e v id e n t  -fron'i our c a l c u l a t i o n  

shown in t a b l e  7 .12.1 and 7 .13 .1  -from i l l u s t r a t i o n  o-f Lati - f  E^awany 

Jute  m i l l s ,  and Monncj(old) ccj'tton t .e-xtile m i l l s  r  e sp ec t  i-vel y » 

latale 7 .13  d e p i c t s  the  s tatement o-f cu r r e n t  a s s e t s  and cu r re n t

l i a b i l i t i e s  cjf Monno'lold) cottcsn t e x t i l e  mil ls . .  Methods o f  

d e te rm in ing  ma;-;imi.im p e r m i s s b l e  barik bor r c;wi r^qs on the  b a s i s  of  

t a b l e  7 .13  has been p re sen ted  i rs t a b l e  7» 13. 1 - The c a l c u l a t i o n  

s.hows -that Monfio (o l  ci) te;:-rtile d id  ricijt i . r t i l i s e  the  ma>: i mum 

per«i:i. s s i  b l  e l i m i t  o f  bafik bor 'row inqs .  I n s p i t e  o-f low bank 

borrow i  ng&, the  p o s i t i o n  o f  c u r r e n t  r a t i o  d id  not improve,  

because  the  c u r r e n t  l i a b i l i t i e s  i s  about 93 p e rc e n t  o f  c u r r e n t  

a s s e t s  which has  exceeded  our su gg e s ted  norm o-f 80 p e r c e n t . I t  i s  

s u g g e s t e d  t h a t  i n d i v i d u a l  c o t to n  t e x t i l e  m i l l s  shou ld  p rc j jec t  i t s  

cu r re n t  a s s e t s  and cu r re n t  l i a b i l i t i e s  as  p e r  our g u i d e l i n e .

A b e g i n n i n g  may be  made witi ' i  1 s t  meti-iod, p l a c i r i g  a l l  

i ior r o w e r s  iri t h i s  methcid w i t h i n  a p e r i o d  o-f abou t  ovie y e a r  and 

t h e  i d e a l  o-f 3rd  method may be  r e a c h e d  i n  s t ag e s , .  The l i b e r a l

app roach  under  1 s t  method has  been  s u g g e s t e d  as  a - f i r s t  s t e p ,

p a r t i c u l a r l y  tci - f a c i l i t a t e  - f i n a n c i a l  s t r u c t u r i n g  o f  new 

f ; :ompanies,  s e t t i r i g  up p r o j e c t  i vi backward  a r e a s  arid m a i n l y  -t-or 

■f 1 e>; i b i  1 i t y  i n  r  e s t r  uct\..ir i rig o-f- e > ; i s t i n q  c o m p a n i e s  w i t h  a week 

- f i r i anc i a l  basi.e, e s p e c i a l l y  -for a l r e a d y  s i c k  p u b l i c  s e c t o r  j u t e  

and c o t t o n  t e x t i l e  e n t e r p r i s e s .  However  t h e  aim s h o u ld  be  t o  move
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fo rward  and b o r r o w e r s  in the  t h i r d  or second c a t e g o ry  shou ld  not  

r e v e r t  t o  - f i r s t  or second c a t e g o r y  r e s p e c i t v e l y  tay i n c r e a s i n g  

t h e i r  dependence on bank borrov-n nqs .  A r e q u e s t  fo r  a d d i t i o n a l  

c r e d i t  on a r e g u l a r  b a s i s  from a borrower  who a l r e a d y  has  an 

e>;esss bo r row in g  t.inder any o f  th e  t h r e e  metfiods (Viay be ccinsidered  

p ro v id ed  the  bo rrower  b r i n g s  in  (iiatching co n t r  i but i ovi r e q u i r e d  

under r e l e v a n t  method of  1 endi n g .

LATIF BAWANY JUTE MIIJ..S

1 8 3

T ab le  7 .12  Statement o f  C u r ren t  A s s e t s  S? C u r ren t  l..i abi 1 i t i es  
as  on 30th J une, 1987-

J  aka i r I 1 a k ti

Cur r en t  1i ab i 1i t i es 1 a k' a Current  a s s e t s f a ki a

C r e d i t o r s  fo r  goods 72, 00 In ven to r i  e s 2045.00

01  h e r c I.A r r e rvt 1 i a b 1244.00 Recei v a b l e s 810.00

Bafi k bC;r s" cjw i i;;s s 
(cash  c r e d i t )

1994.00 Other c u r r e n t
a s s e t s

73. 00

Tota l 33 10 ,, 00 2928.00
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T a b l e  7 . 1 2 . 1 Methods  of- Detarrni  n i ng Bank b o r r o w i n g .

Taka i n  l akh

1st. Method Tk,

2928

1244

2nd Method Tk.

2928

3rd  Method Tk.

T o t a l  c u r r e n t  
a s s e t s

l e s s  c u r r e n t  
1 i alj i 1 i t. i e s  
o t  l i e  r' t. f ' l a n c a s I t 
c r e d  i t

M a rk i ng c a p i t a l  1684 
gap

2 0 “/n o f  t h e  above  
•from e q u i t y /  
l o a n  < i „  e„  long--
terni  s o u r c e s )

Maximum bank 
permi  s s i  b l e  
b o r r o w i  ngs

337

134-;

T o t a l  c u r r e n t  
a s s e t s

20X o-f t h e  586
ab ov e  f  r  ofii 1 o ri q -- 
t e rm s o u r c e s  .......

l e s s  c u r re n t  
l i b .  o t h e r  than 
bank: bor  r ow i  ngs

Wor4:;ing c a p i t a l  
g a p .

MaMimum bank 
b o r r o w i  ngs 
permi  s s i  b l e

2342
1244

1098 

1684

1098

T o t a l  c u r r  e?nt 
a s s e t s

i92S

l e s s  c o r e  7Z
c u r r e n t  a s s e t s ( 2 5 X )  
i 1 1 u s t r a t  i v e  
■f i q u r  e f  i- om 1 on  g --
t e rm  s o u r c e s  ----
Rea l  c u r r e n t  
a s s e t s )

2196

2 0 X o-f abov e  
f r om  1 on g-" term 
s o u r c e s

L e s s  c u r r e n t  
l i b , ,  o t h e r  than 
b a n k: I::) o r  r  o  w i n g s

439

1757

1244

513

Wor k: i  ng c ap i t  a 1 1 ,684
gap

M a X i m u in b a n k 513
b o r  1-" o  w 3. f'i g f;; e r" f n i >5 i. b ]. e

b x c e s s  bank 
b o r r o w i  ngs

647 Ex c e s s  bank 
b o r r o w i  ngs

:i86 E: f e  s s b o r■ r o w i n g  s 1171

C u r r e n t  r a t i o  1 . 09 :1 C u r r e n t  r a t i o  l „ 2 1 s l C ; ; i j r r e f i t  r a t  i  o
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r ! o r ! no ( o l d )  C o t t o n  t e x t i l e  M i l l s

T ab l e  7 . 1 3  StateiTient  o f  C u r r e n t  As B e t s  it C u r r e n t  L i a b i l i t i e s  
as  on 30th  vJune, 1987.

C urrent  l i a b i l i t i e s Taka 
i n 1 a k h

Current  a s s e t  s Taka 
i n 1 a k h

C r e d i t o r s  f o r  goods 169 Invervtor i es 132

Other c;urrent 1 i ab , 175 R e c e iv a b 1 es 167

Bank fo 15 r  r o w i ri cj s  
( cash  c r e d i t )

76 OtTier c u r r  ent  
a s s e t s

152

Tota l 420 451

•V
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I S f c

T a b le  7 .1 3 .1

1 s t  Method

Tota l  c u r r e n t  
a s s e t s

M 6? t l"i o d s o -f D e t e r  ni i. n i. n q a n k b o r r

Tk, 2nd Method Tk,

451 Tota l  CLirreiit 451 
a s s e t s

avi 3. n g .

Taka in 1 a k

3rd Method

Tota l  c u r re n t  
a s s e t s

Tk.

451

l e s s  c u r r e n t  175
1 i ab i 1 i t i es  
ot er  t hi an c asli 
c r ed i t -----------

W o r  k i ri q c a p i t  a 1 2 7 6
gap

207. o f  th e  above  
■from e q u i ty /  
loan  ( i . e .  l o n g 
term s o u r c e s )  55

Ma;-; i mi.tm 
permi s s i  b l e  
borrow i  ng

2 2 1

Sh o r tag e  o f
bank; b o r  r o w i n g s 14 5

20a o f  the  90
a b o V e f  r' a (Ci 1 o n g --
term s o u rc e s  ---------

361
l e s s  c u r r e n t  175
l i b .  othe^r than
b a n k b o r  r  o  w i n g s --------

106

Work ing  c a p i t a l  276 
gap „

Maximum bank 106
hjor r owi ngs  
p e r  mi s ‘=;i b 1 e

S h or tage  o f  
a ri k: !::) o r r o w i r i q s 1 1 0

l e s s  c. o r  e c u. r r  e  r-| t  1 1 3 
a s s e t s  (257.) 
i 1 1 u s t r a t  i v e  
f  i g u r- e  f  t'- cj m 1 o  n g -
t e rm  s o u r c e s  --------
Rersl c u r r e n t  ;338
a s s e t s

207. o f  above  
f r o m 1 o n q --1. e r' m 

so u rc e s

L ess  c u r r e n t  
l i b .  otfier than  
b a n k b o r r a w i n q s

Woi- k; i ng c ap i t a 1 
yap

Ma>: i mum bank

68

270 

175

95 

276

95
b o r r  ov'ji ng pg^rmi s s i  b 1 e

Current  r a t i o  0 .79 ;1 Cur r eri t r at i o 1 : 02: 1
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Thi  5  c h a p t e r  p r o v i d e s  an o p e r a t i o n a l  w o r k i n g  c a p i t a l  

manaqernent jnodel f o r  p u b l i c  s e c t o r  j u t e  and c o t t o n  t e > ! t i l e  

i n d u s t r i e s  o f  B a n g l a d e s h . In t h i s  m o d e l , r e s e a r c h  based  norms 

ha ve  been  d e s i q n e d  -for e f f e c t i v e  manaqejfient. o f  i n v e n t o r i e s , ,  

r e c e i v a b l e s  and cash  c omponen t s  o f  w o r k in g  c a p t i  a l . I t  has  a l s o  

s u q q e s t e d  a new app roach  l e a d i n q  t o  a model  f o r  d e t e r m i n i n g  i d e a l  

bank bo r row ings -  f rom com me rc i a l  banks ,  wh ich  w i l l  im p r o v e  t h e  

w o r k i n g  c a p i t a l  p o s i t i o n  by  g r a d u a l l y  r e d u c i n g  t h e  d e p e n d en c e  on 

bank b o r r o w i n g s  and s t r e n g t h e n i  vig t h e  c u r r e n t  r a t i o  under  t h r e e  

i n n n o v a t i v e  methods .  Our s u g g e s t e d  model  ha ve  b e en  put  t o  t e s t  by  

e s t i m a t i f i g  i n v e n t o r  i ess-, r e c e i v a b l e s  and cash  p o s i t i o n  as  per 

model  and c o p a r i n g  i t  w i t h  a c t u a l  f i g u r e s  o f  t h e  s e l e c t e d  n i i l l s  

t h r o u g h  backward  p r o e j c t i o n .  The a n a l y s i s  r e v e a l e d  t h a t  t h e r e  wasH. 

o v e r  i nvestment .  o f  Tk .2229  and T ' k „ i S 6 6  l a k h s  i n  i n v e n t o r i e s  and 

r e c e i v a b l e s  r e s p e c t i v e l y  i n  t h e  s e l e c t e d  j u t e  m i l l s  d u r i n g  t h e  

s t u d y  p e r i o d  coinpared t o  our  model, .  The s e l e c t e d  .;iute m i l l s  c o u l d  

s a v e  T k .5 7 4 . 9 2  l a k h s  o n l y  as- i r i t e r s t  i ncome  ou t  o-f e> ! cess  

i n v e s t m e n t  i n  i n v e n t o r i e s  and r e c e i v a b l e s .  But t h e  s e l e c t e d  j u t e  

m i l l s  had a huge  cash  s h o r t a g e  o f  Tk .1 13 7  l a k h s  d u r i n g  t h e  p e r i o d  

o f  s t u d y .  The s e l e c t e d  j u t e  m i l l s  c o u l d  s a v e  T i i . 5 7 3 . 3 0  l a k h s  o n l y  

as  i n t e r e s t  i ncome  i f  t h e  i n v e n t o r i e s  and r e c e i v a b l e s  we r e  no t  

o v e r s t o c k e d .  T h i s  s a v i n g s  wou ld  d e c r e a s e  t h e  a c cu m u la t e d  l o s s  by 

■ f i f t y  p e r c e n t  by p l a n n i n g  w o r k i n g  c a p i t a l  as  per  s i . i ggested  mode l .  

S i m i l a r l y  n e g a t i v e  c a s h f l o w s  would  ha ve  b e en  r e d u c e d  by  f o r t y  

e i g h t  p e r c e n t  by  (..ssi ng our mode l .

7 . 6  S U M M A R Y
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In co t ton  t e x t  l i e  m i l l s  t h e r e  was over  1 n v e s t  (Tien t o-f 

Ik .  526, Tk- 242 and Tk. 84.06. l a k h s  in i n v e n t o r i e s ,  r e c e i v a b l e s  

and cash coniporients r e s p e c t i v e l y  d u r in g  the  p e r i o d  fo  s tu dy .  The 

mi 11E:- c ou ld  save  Ik:. 119.29 1 akfis out. o f  i n t e r e s t  inconie o n ly  o f  

the  b loc k ed  fund.  As a r e s u l t  net p r o f i t  would have been Tk.

235.34 l a k h s  in s t e a d  of I k . 116.05 l a k h s ,  and the  n e g a t i v e  cash

f l o w s  would liave beeri redv.iced to  <ii. 1454.39) laiiiis coinpared to

ac tu a l  o f  (Tk.  1573.68) la ld is .  The h igh  i n f l a t i o n a r y  r a t e  '1 2 ’X,) in  

tiiB economy i s  p a r t i a l l y  r e s p o n s i b l e  dt.te to  e x c e s s  bank 

b o r r o w in g s  by the  p u b l i c  e n t e r p r i s e s .  F i n a l l y  i t  can be conc luded  

th a t  s a v in g s  cou ld  have been much more than shown i f  the  a c tu a l  

data  was compared by t a k in g  minimum p e r i o d  (norms) o f  

in v e n to r ie s - ,  r e c e i  vab 1 c-?s. and cash in s t e a d  of  inax i mum p e r i o d  as-

t ak;C'n.
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CHAPTER- EIGHT

summaf;:y  of- c o m c l u s i o m s  and  p o l i c y  I MPL I c a t  I dims

3 .1  Summary o f  c o n c l u s i o n s  and - f indinqs. .

1, 0 Li r  f  i r B t f 1V p o t h e  s i s w a b , 11-1 a t  i n v e s -t. m e ri t i n i ri v e  n t o r i e  5 j s.

d i s p r o p o r t i o n a t e l y  h i g h  which c r e a t e s  w o r k in g  c a p i t a l  p r o b l e m  in  

p u b l i c  e n t e r p r i s e s .  Our - f i n d i n g s  l e n t  s u p p o r t  t o  t h i s  h y p o t h e s i s .  

I t  was r e v e a l e d  t h a t  t h e  a v e r a g e  p e r c e n t a g e  o f  i n v e n t o r i e s  t o  

c u r r e n t  a s s e t s  was fourid t o  l:)e 66  and 48 ( s e e  p 122 S-: 136)  i n  t h e  

s e l e c t e d  p u b l i c  s e c t o r  j u t e  and c o t t o n  m i l l s  r e s p e c t i v e l y  

coi i ipared t o  65 and 66  p e r c e n t  i n  p r i v a t e  s e c t o r  j u t e  and c o t t o n  

m i l l s  r e s p e c t i v e l y  . Be cause  o f  t h e  h i g h  p e r c e n t a g e  o f  i n v e s t m e n t  

i I'l i n v efi t  o r  :i e  s a. c: on s i d e r" a [:) 1 e  i- i.i n d h a s tj eeri b 1 c:i c e <::!, wf i i c f'l 

a g g r a v a t e d  wo rk i n g  c a p i t a l  problem. ,  Our a n a l y s i s  in  c h a p t e r  s e v e n  

r e v e a l  ed t h a t  ex c e s s  i n ven t  o r  i  e s  o f  T k „ 1 175 1 a k: h b , T k u 225 l a  k h s

and Tk„S29  l a k h s  h e l d  by b i g ,  medium and sma l l  j u t e  m i l l s

r e s p e c t i v e l y  compared t o  our  p i  armed i n v e n t o r i e s  as  p e r  model  

( s e e  T a b l e  7 . 3 . 1  t o  7 „ 4 „1 ) . .  T a b l e  7, .7.1 shows t h a t  t h e r e  was 

e;-;cesE i n v e n t o r i e s  o f  Tk„ 3 7 3 . 5  l a k h s  and Tk.  2 0 6 . 5  l ak l i s  in  

M o n n o ( o l d )  and Q u a d e r i a  C o t t o n  m i l l s  r  e s p e c t  i v e l  y ,, but  S a t r a n g  

C o t t o n  m i l l s  had a shi: : irtage u-i' i n v e n t o r i e s  amount ing  t o  Tk.  54 

1 a k |-i c oinp ar  eti t  o o i.t!- imcjd e 1 d i .ir i f 1 g t  h e  s t  ud y p e r  i o d .

1 i .. Our f i r s t  s u b - h y p o t l i e s i  s r e g a r d i n g  p r o c u r e m e n t  o f  raw

j u t e  i n v e n t o r y  w a s ; "  Unplanned proci.tremer' it o f  raw m a t e r i a l s  e a t s  

up a b i g  chunk o f  w o rk in g  c a p i t a l  o f  j u t e  m i l l s " .  Our d a t a  and 

o b s e r  v a t  i .on s u p p o r t e d  thi i s sub-h y p o t  hies i s „ Tan don Coffimi t t . e e  o f

1S9
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I n d i a  s u g g e s t e d  t h a t  2 . 5  m o n t h ' s  r e q u i r e m e n t  o-f raw j u t e  sho u ld  

be kepjt i n  s t o c k  ( s e e  anne:-;ure X I I I ) .  Our s amp l e  r e p o r t e d  t h a t  

t h r e e  months raw m a t e r i a l  shoi.i.Id be  s tored™ In the  m a t t e r  o-f 

p r o c u r e m e n t  o f  raw j i r t e  Sang 1 adesi i  Ban I-: l ias i s s u e d  g u i d e l i n e ?  t h a t  

raw j u t e  shou ld  be  procu! - ed  d i r ' e c t  ft-om t f i e  g r o w e r s  and sh o u l d  be  

storeK.I f o r  n i n e  mtjntfis ( s e e  anneMure X I v ) „  Ba ng l a d esh  Bank i s s u e d  

c i r c u l a r  by c o n s i d e r i n g  t h e  p o l i c y  o - f  t h e  Government  t o  s a v e  t h e  

j i . f te  g r o w e r s  w!iO r e o r t e d l y  bu rn t  down j u t e  by no t  g e t t i n g  b u y e r s  

i n  t h e  marke t .  But t h i s  i s  a h ea vy  - f i n a n c i a l  burden on j u t e  

(ii i l l s ,  a l t  h o u g S t B a n q 1 a c:l e  e; h B cA ri k q n n  n t  e d c:: r' e  tJ i t  a t  s u b s i d i z e  d 

i n t e r e s t  r a t e  o f  9 p e r c e n t  o n l y .  So,  a 1 a r g e  p a r t  o f  o v e r  bi.tyi ng 

i s  compensated, ,  But s i n c e  t h e  j u t e  m i l l s  i n c u r r e d  h e a v y  l o s s e s ,  

t  h e  e >! c e  s s b a n k c r  e  d i t  a 1 1  h o u q h g i  v  e n a t  1 o  w e r  i  n t  e  r  e  s t  r  a t  e „

added f u e l  t o  t h e  f l a m e  and had e a t e n  up a b i g  chunk o f  w o rk in g

c a p i. t  a 1 o f  j  u. t  e m i 1 1 s „

I i i „  Our s e cond  sub - t i ypc j th es i  s r e g a r d i n g  raw j u t e  wass

" t h e r e  i s  i n e f f i c i e n c y  and c o r r u p t i o n  i n  p r o c u r e m e n t ,  s t o r a g e  aitd 

usage  s t a g e s  o f  raw j u t e  i n  p u b l i c  s e c t o r  j u t e  m i l l s " , .  The d a t a  

l e r t t  soine s u p p o r t  t o  t l ' i i s  h y p o t h e s i s ,  w i t i i o u t  i n d i c a t i n g  any 

d e f i n i t e  coi u.:: 1 i..!si cjns « Our s u r v e y  and o b s e r v a t i o n  r e v e a l e d  t h a t  

t  h e r- e w e  r - e s ci (ii e i n e f  f  i c; i e n c y a ri d c o r  r  i.i p t  :i. o n j. n t  e p r- o c u r " e (li e  n t  o f  

raw j u t e .  One sampl e  r e p o r t e d  t h a t  t h e  c h i e f  e x e c u t i v e  o f  a 

p u b l i c  s e c t o r  j u t e  m i l l s  f i x e d  quo ta  on h i s  s u b o r d i n a t e  j u t e  

p 1..1 r (::: 11 a e  t:) f  f  i c e  r- t  o |:;i a y t a k a  one  l a  l< 11 p e  r  m o n 1 1 'i a ‘s g r ■ a t  i f  i c:: a t  i o n

CR.it o f  t h e  s h a r e  o f  raw j u t e  pur'chase,.  I t  was a l s o  r e p o r ' t e d  by  a
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p u r  c l”i a s e o -f f i c: e r  t l i a t e was b o u n d t o p u r c h a s e 1 o w c:] n a 1 i t y ,j u t e 

at. h i g h e r  p r i c e s  as  per tlie d i r e c t i o n  o-f h i s  bo s s  £it the  co s t  of  

the? m i l l s .  I t  was alscj cjbser-'/ed th a t  a f t e r  p u rchase ,  jute? i s  

b e in g  kept in open space  which caused w astage ,  moreo-ver improper  

mi;-;ing r e s u l t e d  poor q u a l i t y  and h igh  wastagos. So, some 

i nef  f  i c i enc-y arid cor  r u.p t i on was f ounc:i i ri pr oci.tr  e?men t , s t  o r  age  and 

usage  s t a g e s  o f  raw jute,,

I i i i „  Our t h i r d  sub.h y p o th e s i s  was: " en te r  p r i  sse management

under BTMC a r e  week and incompetent in u n de rs tan d in q  the  economic 

and d iseconom ies  o f  raw co tton  p rocurem ent"» Our su rvey  supported  

t h i s  sub--hypathesi s ,. Out o f  12 s e n i o r  o f f i c i a l s  in t e r v i e w e d  in 

the  s e l e c t e d  p u b l i c  s e c t o r  co tton  m i l l s ,  about e i g h t y  th re e  

perce?nt crf them complained  th-at c e n t r a l i s e d  buy ing  o f  raw cotton

by BTMC and i t s  undue a l lo tm e n t  on the  m i l l s  com p l ica ted  working  

c a p i t a l  management problem o f  the  m i l l s .  The e n t e r p r i s e  managers

were c:: r' i t i c:: a 1 a b ou. t 'l l-'i e p r oc t..i r e »iefi t of r- a w c o 1 1  o ri b y the

cor por'at i on and they wan't th a t  procurement power to  be

d e c: e 111  r  a 1 i s e d , w hi i c h i r'i t h e o p i r’l i o n o f  t h e C o r  p o r a t i o n ■' s t  o p

management i s  n?jt p o s s i b l e ,  because  C o rp o ra t io n  cannot prcscure

raw co tton  on casfn. The C o rp o r a t io n  has to  depend on g r a n t s ,  a i d s

a i -i d b a S'" t  e r „ F o r  e >; a i ts p ]. e , i i"i 't. I 'i e year’ 19 8 6 8 7, B T' li C; i m p o r -1 e <::l

544,, 69 la|::h l b s  of raw co tton  under d i f f e r e n t  f o r e i g n  exchanges

so u rc e s  namely US PL--480 Programme,, the  Nether land s  g r a n t s ,  F„R,G

grant,, B u l g a r i a n  B a r t e r  and USSR B a r t e r  M---15., (Source  BTMC Annual
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R e p o r t  1936--87 P30)  . Howeve r ,  raw c o t t o n  proci . ir 'ement i s  a work 

w h i c: h )"i o u 1 d b e d a r i e  t; e  r i t  r a 1 :i. y a rt d w i t  f'l c: o n s t  a n t  c o o p e  r  a t  i o ri w i t  f i 

d i  -f f  e r e n t  r e l  evar f t  Mi. ni  s t r  i e s .

I :i.v» Our f o u r t h  Bub -hy po t t i e s i  s was;  " l o w  i n v e n t o r y  t u r n o v e r

r a t i o  o f  f i n i s h e d  g o o d s  i s  r e s p o f i s i  tal e f o r  wot" k i nq c a p i t a l

martaqement c r i s i s  t o  a l a r g e  e ; ; t e n t " .  The d a t a  s u p p o r t e d  t l i i s  

s u b - h y p o t h e s i s .  Our f i n d i n g s  r e v e a l e d  t h a t  a v e r a g e  i n v e n t o r y  

t u r n o v e r  r a t i o  was 1„82 ( p l l 7 )  in  t h e  s e l e c t e d  p u b l i c  s e c t o r  j u t e  

m i l l s  compared t o  2 „25  in  p r i v a t e  s e c t o r  d u r i n g  t h e  p e r i o d  o f  

s t u d y » Tandon Commi t t e e  s i j g y e s t e d  4 . 2 9  sh o u l d  be  normal  i n v e n t o r y  

t u r n o v e r  r a t i o  f o r  t h e  j u t e  i n d u s t r y  o f  I n d i a .  The a v e r a g e  

i n v e n t o r y  t u r n o v e r  r a t i o  was f ound  2,, 51 i n  t h e  p u b l i c  s e c t o r

c o t t o n  m i l l s  compared t o  1.91 i n  t h e  p r i v a t e  s e c t o r , ,  The a v e r a g e  

i n v e n t o r y  t u r n o v e r  r a t i o  was v e r y  l ow  bo th  i n  pufci l ic and p r i v a t e

s e c t c i r  c o t t o n  m i l l s  compared t o  4 „42  o f  52 I n d i a n  C o t t o n  m i l l s  in

t h e  y e a r  197S--79. In USA t h e  same r a t i o  i s  abou t  s e v e n  t i m e s .

I V. Our f i f t h  s u b - h y p o t h e s i s  was;  " l o w  demand o f  j u t e  gocids

and s e r i o u s  c o m p e t i t i o r i  i n  i n t e r  na t  i ona l  n ia rke t ,  a huge  s t o c k  o f  

f i n i s l ' i e d  g o od s  i s  p i l e d  up " .  T h e r e  was s t r o n g  s u p p o r t  f o r  t h i s  

s L,t I::) h y p o 11" I e  s i s  „ 0 u t  o f  t  w e  1 e  v  e r" e s p o n d e  ri t  s i n t  e  r  v i e  w e  d i n cj i.t r

s u r v e y ,  e i g h t y  t h r e e  p e r c e n t  o f  them r e p l i e d  t h a t  l ow demand and 

ser ' i  ous  c o m p e t i t i o n  i n  t h e  i n t e r n a t  i ona l  market  a huge  stoch:  o f

f  i  n i s; e d q c; o ti s p i l e d  up i n  t  |-i e g ci d o w f i „ In 1936 - 37 ,  t h e  c; 1 o s i n g
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s tock  o-f - f in ished  goods vjas Tk. 530 lakh s ,  Tk. 2S1 l ak h s  and 

T k . l2 7  lakhs  in b i g ,  medium and small  p u b l i c  s e c t o r  jute? m i l l s  

r e s p e c t  i-vel y. As per  suggc-?sted model on an a v e r a g e  one month’ s co s t  

o-f p ro d u c t io n  should  be the ma;-:imum p e r io d  -for l i d d i n g  - f in ished  

goods  s to ck ,  but a v e r a g e  - f in ished  goods in v e n to ry  in terms o-f

months co s t  o-v- p ro d u c t io n  was -f-ound as higli as  e i g h t  months in

p u b l i c  s e c t o r  j u t e  m i l l s  d u r in g  the  study  p e r i o d ( s e e  p 75) which

ag g ra v a t e d  working c a p i t a l  problem. Inven to ry  in terms o-f months 

co s t  o-f p rodu c t ion  was 3 .13  ( s ee  p 75) in Ind ian  j u t e  m i l l s  

d ur ing  1977--7 8 ,.

I vi „ Our s i x t h  sub- -hypothesi  s in t h i s  study  wass " In  co tton

t e x t i l e  e n t e r p r i s e s ,  a huge s tock  o-f - f in ished  goods accum ulates  

due to  lower p u rch as in g  power o-f poo re r  s e c t i o n  and clamour -for 

f o r e i g n  co tton  goods by the r i c h e r  s e c t i o n  of  consumers" .  The 

data  l e n t  r e a s o n a b le  support  f o r  t h i s  sub- -hypothesi  s,. Out of  

tw e lv e  re sponden ts  i r i terv i  ewed,, al::iout s i x t y  p e rcen t  c:rf them 

s u f:j p o r t e d t | -i i s c. o n t. e r 11 i <::) n .

I vi i . Our seventh sub--hypothesi s wass "procurement o f  s t o r e s

and s p a r e s  i s  inore co inp l ica ted  in c;c)ttori m i l l s  <:;;om|::>ared to  j u t e  

mi l l s" , ,  Our f i n d i n g s  l ent  support  to  t h i s  sub-~hyothesi s I t  was 

found -thia’t more tlian ed. gh't.y percerit  o f  s t o r e s  and s p a r e s  o f  

co tton  te ; - ; t i le  m i l l s  have to  be impor't'.ed compared to  on l y  twenty  

percen t  f o r  j u t e  in d u s t r y .  S t o r e s  and s p a r e s  ccsnst i tu ted  51
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p e r c e n t  t o  t o t a l  i n v e n t o r i e s  ( s e e  p 9S)  in  t h e  s e l e c t e d  c o t t o n  

m i l l s  h e l d  an e x c e s s  s t o c k  o-f s t o r e s  and s p a r e s  o f  Tk,  150.53  

l a k h s  on 3f l th June,, 198,r, ( s e e  p 100) out  o f  wh i ch  T k . 2 1 . 0  l a k h s  

c o u l d  be  saived asi i n t e r e s t  i r icome onl  y (see? p 1 0 1 ) ,  In c o t t o n  

m i l l  s , p Lir  c hi a s e  x s d an  e  t  f 'l r  ot.i q hi t  end e r  ,, b u. t. p ur  <z l"i a s e  p r  a c ed ur e s  

do n o t  c on f o r m  t o  f i v e  "F" 'S"  o f  sound p ro c u r e m e n t  p o l i c y .  An 

e n t e r p r i s e  shoulci  pur'cha'se r i g h t  q u a n t i t y  , a t  r i g h t  q u a l i t y , ,  a t  

r  i Q11 L t i m e ,  at. t h e  r i g h t  pr i c: t? aric:i f  r  om t  i'ie r  :i. qh t  soi..ir  c e „ “I"ho i..(qh 

p u r c h a s e  i s  made th r o ug h  t e n d e r ,  r i g h t  q u a l i t y  i t e m s  a r e  no t

pu r ch ase d  aiid a l s o  a t  r i g h t  p r i c e s .  F-or e xam p l e  i f  an wooden 

A l m i r a h  i s  supposed  t o  be  made o f  " Sh e l  K o r o i " o f  S y l h e t  

d i s t r i c t ,  v e r y  o f t e n  wood o f  J e s s o r e  d i s t r i c t  i s  s u p p l i e d ,  whose 

marke t  v a l u e  i s  l o w e r  by 50 p e r c e n t ( f o r  l ow  q u a l i t y ) .  The

researc ; ;her  on v i s i t  t o  t h e  god own o b s e r v e d  t h a t  sonie s t o r e s  i t e m s  

ha<;J n e v e r  been i..ised, wh i ch  c o u l d  be  s o l d  out,, I t  was a l s o

o b s e r v e d  t i i a t  i t e m s  wl i i ch would  be  used w i t h  minor  r e p a i r s  have  

been dumped i ri t h e  qodown and new i t e m s  a r e  p u r ch a s e d .  T h i s  

r e p r e s e n t s  a t t e m p t  t o  l e a k  out  w o rk i n g  c a p i t a l .

2. Our s e cond  h y p o t h e s i s  was:  " f o r  pcior c o l l e c t i o n  p o l i c y ,  a

huge fund i s  b l o c k e d  i n  a c c o u n t s  r e c e i  vaUjl e s .  wh i ch  c r e a t e s  

w o r k in g  c a p i t a l  p r ob l em  in  p u b l i c  e n t e r p r i s e s " .  Our d a t a  s t r o n g l y  

suppor- 1 ed t h i  s t i ypo 1 1 - i e i  s . T'he a v e r g e  p B r c : e n t a g e  o f  r e c e i  vaL) 1 es  

t o  c u r r e n t  a s s e t s  was f ound 31 and 39 i n  p u b l i c  s e c t o r  . jute  and

c o 1 1  a n t  e t  i 1 e  111 i 1 1  s r e  s p e  c;: t  i v  e  1 y c:: o m |::i a r  e d t  o 1 1  i e  p e  r  e  n t  a g e o f
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29 and 25 i n  p r i v a t e  s e c t o r  j u t e  and c o t t o n  t e x t i l e  mi l  i s  

r e s p e c t i v e l y  d u r i n g  t t i e  s tu d y  p e r i o d .  The t a b l e  7^5 i n  c h a p t e r  

s  e V  e n r e  v  e  a l e d  t. ha t. t  h e  r  e  w a s e >: c  e s s  r  e  c e  i v  a b 1 e  s o -f T k , 1866 I a k h s 

in t h e  p u b l i c  s e c t o r  j u t e  m i l l s  compared  t o  our  p l ann ed  

r e c e i v a b l e s  as  p e r  model  d u r i n g  t h e  s t u d y  p e r i od , ,  The s e l e c t e d  

j u t e  m i l l s  cc;ul( l  s a v e  Th:„26l l a i d i s  as  i n t e r e s t  inc::ome o n l y  out  o f  

t h e  t j l o ck ed  f^.!nd„ T a b l e  7„ 10 r e v e a l e d  t i i a t  t h e r e  was e;;<:;ess 

r e c e i  vatal e s  o f  TT:;,,242 l a i d i s  irt t h e  s e l e c t e d  c o t t o r i  n i i l l s  arid t h e  

m i l l s  coi.il d s a v e  abou t  Tk„34  l a k h s  a~i i n t e r e s t  i ncome  o n l y  out  o-f 

t h e  b 1 oc: ed r  e ( e :i. vab ]. e s  „ i ior  B o v e r  ,, t he sa v i i i q c: o 111 d r ed(..ic:; e  t  i ie

a c cu m u l a t e d  n e t  l o s s  o f  j u t e  and c o t t o n  m i l l s  t o  a c o n s i d e r a b l e

e n t e n t  and c o u ld  c o n t r i b u t e  t o  t h e  improvemen t  o f  c ash f l o w s  ( s e e  

T a b l e  7 . 5 . 2  t o  7 , 5 . 5 ) .

2 i .  Our f i r s t  sub-1 l y p o t h e s i  s on r e c e i v a b l e s  nianaqement

w a s : " f o r  poo r  c o l l e c t i o n  p o l i c y ,  a huge  fund i s  b l o c k e d  i n  t r a d e  

d e b t o r s ,  whici i  c r e a t e s  w o rk i n g  c a p i t a l  nianaqement p r o b l e m " .  The

d a t a  and i n v e s t  i. g a t  i oct l e n t  s u p p o r t  t o  t h i s  sufo—h y p o t h e s i  s . Out

o f  t o t a l  28 r e s p o n d e n t s  i i i  our  s u r v e y ,  about  e i g h t y  t h r e e  p e r c e n t  

a g r e e d  t h a t  d(..ie t o  p oo r  c o l l e c t i o n  p o l i c y  a l iuge f iand was b l o c ! ; e d  

i n  t r a d e  debtcars i i i  t ! i e  s e l e c t e d  p u b l i c  e n t e r p r i s e s , .  T a b l e  7 „5

r e v e a l e d  t h a t  t h e r e  was e x c e s s  t r a d e  d e b t o r s  o f  T k „ a 86  l a k h s  in

p u b l i c  s e c t o r  j u t e  mi 1 1 s coin pa r e d  t o  our  niodel . The e x c e s s  t r a d e

d e b t o r s  was f ound  Tk„ 101,, Tk„260  and Tk„ 525 l a k h s  i n  b i g ,  medium

and sma l l  j u t e  m i l l s  r e s p e c t i v e l y  d u r i n g  t h e  s t u d y  p e r i o d .  In
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c o t t o n  m i l l s ,  t h e  & > ic s s s  t r a d e  detatot'"B was fourid t o  tae Tk„80  

l a k h s  in  Monno ( o l  d ) , but  t h e r e  was s h o r t a g e  o f  t r a d e  d e b t o r s  o-f 

Ti::.28 l a k h s  and Tk.  17 l a k h s  in  Q u a d e r i a  and S a t r n g  C o t t o n  m i l l s  

r e s p e c t i v e l y  compared  t o  otu' model,,  Ori t h e  w h o l e  , t h e r e  was

e x c e s s  o f  Tk„ 35 l a k h s  b lock ;ed  in  t r ' ade  d e b t o r s  i n  s e l e c t e d  c o t  tori  

m i l l s . ,  However, ,  t h e r e  i s  no p r o v i s i o n  f o r  c r d i t  s a l e s  in  BTliC 

e n t e r p r i s e s .  In j u t e  m i l l s ,  a v e r a g e  c o l  1 ec  t  i ;jrt pt?ri(:id i s  30 dayi;;;

as  p e r  I...C, But i n  t h e  y ea r  1987 about  44,  56 and 100 days  s a l e s

we r e  t i e d  up in  b i g ,  mo-?dium and sma l l  j u t e  m i l l s  in  p u b l i c  s e c t o r  

r e s p e c t i v e l y  (;::o!iipa!‘' ed t o  35,  16 arid 29 days  s a l e s  i n  p r i v a t e

s e c t o r  j u t e  mi 1 1 s ( S e e  annexur e  I -111 and V I 1... IX)  „ T h i s  i s  an

i n d i c a t i o n  o-f i n a d e q u a t e  e f f o r t  t o  c o l l e c t  t r a d e  d e b t o r s  by t h e  

p !..! ta 1 i c s e  c t  o I- j  I..I t  e m :i. I 1 s „

I rI c (")11 on t  e t  i ]. e  en t  e r  p i'" i s e s  a 1 e s  wer e  nios11 y d on e  on 

cash  b a s i s ,  but  some s a l e s  a r e  made on c r e d i t  t o  Gover-nment 

def jar tfnei i t and autcjiionicjus L i od i es  l i k e ,  f a n i i l y  j:;il anrti ng arid I ' l ea l th 

I) i r e  c t  o r' a t  e s „ o rs s u m e  i" s s t..i p p 1 i e  r" s o  r |3 o i'" a t  i o n ,, M i 1 i t  e  r  y ,, P o 1 i c: e ,

Ans.sr , VDF-',, J a i l s  and o t h e r  s e m i .govt . .  and c o o p e r a t i v e  b o d i e s

th ro ug h  BTMC Head o f f i c e .  A l l  t h e s e  Gc iv t . and S e m i - G o v t ,. 

a g e n c i e s ,  which a r e  supposed  t o  have  enough o f  b u d g e t a r y  

a l  1 o c a t  i c:;ri make payfiiei'rt. a t  a t i m e  a t  t h e  end o f  f i n a n c i a l  year'  

w! i :i. c ! I i' - e a t  e  r e  c;: e i v a b 1 e  i a i i a g e  m e  n t  p f" o  b 1 e  m „ T  h e c:: o r  fj o r  a t  i o n I "i a 

no t  l a i d  cJown any good  c< j 1  l e c t i o n  p c j l i c y  t o  r e a l i s e  money

p r o m p t l y  f r om i: 11 e  Govt, .  Semi.Govt,.  and auto i  lomoi.ts bod i es , ,  wh i ch

a g q r a v t e s  t l i e  woi'"k:ing c a p i t a l  manage(?ient profole(n a-f BTMC 

errter  pr  i s e s .
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2 i i .  Our s e co nd  s u b - h y p o t h e s i s  on r e e c e i v a b l e s  management

was:  "managemeri t  a r e  r e l u c t a n t  and s om e t ime s  become he }  p i  e s s  in 

r e a l i s i n g  a d v a n c e s  f r om  amplc: )yees b e c a u s e  o f  undue Govern merit 

o r d e r s  under  t h e  p r e s s u r e  o f  i.tnion aru::! s o c : i a l  leaders; - ,  as  a

r e j s u l t  -a huge fund i s  b l o c k e d  i n  a d v a n c e s  o v e r  a Icmq p e r i o d " ,

□ ur f  i nt:li rigs ii?::! o I : i e r " v a t  i o n si..tppcjr  tec:! t.h:i s si.tb —h y p o t h e s i  „ 0 i.ir

f  i nci i f ! g r - f ?vojalec:i 1 1'i at  a ut  o f  31 per■ c e n t  r e c e i  vab 1 e s  r 11 puI::) l i e  

s e c t o r  j u t e  m i l l s  about  16 p e r c e n t  was b l o c k e d  i i i  a d v an c e s  

cofnf^ared t o  19 p e r c e r i t  in p r i v a t e  s e c t c j r .  Tab le  7 „ 5  shcjws t h a t  

ou t  o f  t o t a l  e x c e s s  r e c e i v a b l e s  cif T k . l E )66 l akh  i n  p u b l i c  s e c t o r  

j u t e  m i l l s  Tk.  9EM l akh  was b l o c k e d  o n l y  i n  ad v a n c e s .  T a b l e  7 . 1 0

r e v e a l s  t h a t  out  o f  e x c e s s  r e c e i v a b l e s  o f  Tk,  242 l a k h s  an amount

o f  Tk., 207 l a k h s  was bl c ! cked i n  a d v an c e s  i n  p u b l i c  s e c t c i r  c o t t o i i  

m i l l s  d u r i n g  t h e  p e r i o d  o f  s t u d y .  On e x a m i n a t i o n  o f  r e c o r d ,  i t  

was; fcjund t h a t  ad v an c e s  t o  e m p l o y e e s  in  th e  fcsrm o f  s a la r y , ,  

wages ,  f l o o d  and c y c l o n e  r e l i e f  and TA and DA c o n s t i t u t e d  a ma j or  

p o r t i c i n  o f  t o t a l  ad v a n c e s .  In t h e  v o a r  1987, t h e  tcrhal

accudiul a t e d  e m p l o y e e  a d v an c e s  was about  Tk.  597,  Tk.  7B and T k .2 2

l a k h s  i n  b:i. g ,  medium and sfoal 1 j u t e  m i l l s  r  e s p e c t  i v e l  y „

Iii 1987 ai . idi t i- epor ' t  o f  j u t e  m i l l s  i t  i s  s p e c i a l l y  men t i on ed  

by  t h e  au<Ji ( :ors t h a t  t h e y  we r e  i i i f  CĤ 'iiiied by t h e  mai iagment t h a t  

advafic:;e? a q a i i i s t  wages  f j a id  t o  wor4^;ers i s  d i f f i c u l t  t o  r e a l i s ; e ,  

b e cu as e  t h e  management l ias s t o p p e d  d e du c t  i i tg a l l  a d v a n c e s  f rom 

wor k e r s  as  p e r  Goverr iment  o r d e r  . T h e r e f o r e ,  t h e  management

m en t i on e d ,  t h a t  t h e y  we r e  t o t a l l y  h e l p l e s s  t o  r e a l i s e  a d v an c e s
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T

•from w o r k e r s  and t h e y  we r e  u n a b l e  t o  s ay  t o  what, e x t e n t  a d v a n c e s  

t o  w o r k e r s  aru:! empicyseE- w i l l  be  r ec i o v e r  abi  e .  In tr i e  o p i n i o n  o-f 

t h e  managei j ient ou t  a f  t h e  t o t a l  a d v a n c e s  90 p e r c e n t  we r e  a r r e a r s  

•from t h e  v e r y  i n c e p t i o n  o f  n a t i o n a l i s a t i o n  p e r i o d  ( f r o m  

M a r c h ' 7 2 ) .  R e c e n t l y  t h e  M i n i s t r y  o f  F i n a n c e  has  b een  i s s u i n g  

s t r o n g  d i r e c t i v e s  f o r  i m m e d i a t e  r ec c sv e r y  ô f e m p l o y e e  a t i v ances ,  

but  a c t i o n  as n o t e d  by k n o lw e dg e  p e r so r i s  i s  r a t h e r  s l o w .

In p u b l i c  s e c t o r  c o t t o n  m i l l s ,  an a v e r a g e  o f  2fc p e r c e n t  

r e c e i v a b l e s  was. b l o c k e d  i i i  a d v a n c e s  and dv.ie t o  p r e s s u r e  cvf v.inion 

and s o c i a l  l e a d e r s  arid Gc^verniiierrt. c i i r e c t i v e s ,  t h e  mafiagefiiBrit i s  

r e l u c t a n t  tc; r e a l i s e  i t ~  I h e  c onc  1 \..tsi on i s  t h a t  w o r k e r s  and 

e m p l o y e e s  a r e  e n j o y i n g  a d v an c e s  a t  i n t e r e s t  f r e e  l o a n  by - fc j rgoing 

t h e  er i t e r  p r i s e s  t o  s e ek  f i . i r ther  l o a n  f r o m  t h e  barik a t  higi ' i  r a t e  

a f  i n t e r e s t .  T h i s  i s  l a r g e l y  due t o  i r'isf f i c i  e n c y  o f  manaqemerit 

and p a r t l y  due tci l e e w a y  g i v e r t  t o  wor tier's aiici einpl csyees unicins by 

by Gciver nnserit. T h i s  i n d i s c i p l i n e ,  i f ;  c a s e  o f  s t r c i ng  a c t i o n  means 

g h e r a o s  o-f t h e  senioi" '  en t e i - p r  i s e  e > ; e c u t i v e s „

3, IJ u r t r i i i' <;:i s i..i b .h yt;? t  i i e  s i s;. w ass " t:: a isi. h {:/1 a r i! i i n g i s  i n e -f -f e  c t  i v e

i r'l p u b l i c  s e c t c i r  ji..\te arid c o t t o n  m i l l s " .  The f i r v d i q n s  suppc<rted 

t h i s  hypot i i e t i i  s  „ Out o-f- t o t a l  twe r i t y  e i g h t  o-f-f i i::: i a l  s i rit. er ' v i  ewer ! , 

i n  our  s u r v e y ,  about  s e v e n t y  f i v e  p e r c e r i t  r  e sp o r i d en t s  r e p l i e d  t h a t  

t h e y  d i d  no t  p r e p a r e  month 1 y / w e e k 1 y cash  b u d g e t s  wh i ch  i s  v e r y  

v i t a l  for'  e f  f e c t i v e  casi' i p l a n n i r i g .  i-iowever , i t  was ment i or i ed  'tha'h 

t h e y  p r e p a r e  o n l y  y e a r l y  c a sh  budge t  -fcir submiss i c in  tci
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C or po r  a t  :i. ons  arid f i i n i s t r y  of- f i f i a r i c e .  ["ompar i sori o f  a c t u a l  casl"! 

in-f l o w s  and ou t  -f 1 ows ha ve  shown t h a t  t h i s  i s  mere  an academi  c

e x e r c i s e  h a v i n q  no r e i  a t i  onsh i  p w i t h  r e a l i t y , ,  A g ood  management 

i s  of ie whi ch p r e p a r e  month!  y r  a t h e r  / c a sh  hud get.  whi ch enafol e s  

t hem,  when t o  t a k e  l o a n s  and -for which p e r i o d  and t o  ensu re  

s u r p l u s  cash  i t  any t o  be  k ep t  i n  s h o r t  t e r m  d e p o s i  t  ^STD) accour i t  

wh i ch  y i e l d s  some gain. ,  E>; ami riat i on o f  r e c o r d s  has  shown t h a t  

mc^rrthly c ash  taiidget i s  riot p repar ed , ,  The n e c e s s i t y  o f  w e e k l y  c ash  

b u d g e t  i s  no t  f e l t  a t  a l l .  I t  i s  r e v e a l e d  t h a t  a v e r a g e  p e r c e n t a g e  

o f  c ash  t o  c u r r e r i t  ac . se t s  was o n l y  2 . 0 2  i n  p u b l i c  s e c t o r  ,;jute 

m i l l s  compared t o  2 . 6 9  i i i  p r ' i v a t e  s e c t o r  d u r i n g  t h e  s t u d y  p e r i od , ,  

The a v e r a g e  p e r c e n t a g e  o f  cas-h was found 11 p e r c e n t  i n  p u b l i c  

s e c t o r  c o t t o n  m i l l s  comf iared t o  7 p e r c e r i t  i n  p r i v a t e  sec: : tor,  

A c c o r  i d n g  t o  some au tho r  i e s  l i k e  P r o f  „ Nigam o-f I n d i a  and t o p  

manaqeinent o f  !I;or pi::jr a t  i o f i , t h a t  c ash  i n  a w e l l  f i n a n c e d  i::;cin!pany 

sh o u l d  no t  be  l e s s  thar: 5 t o  10 p e r c e r i t  t o  i:::over c u r r e r i t  i ri- 

dei : j tedr iess„  (!;ompa!'"ei:l t o  t h a t  c ash  was fovind inuch 1 ov^er i ri i u t e  

m i l l s .  Hi::iwever c::asfi was foi.irid b i t  h i g i i e r  i ri £:<\.\blic s e c t o r  t::ottori 

m i l l s , ,  CoiiifsareiJ t;::j s t a n d a r i i .  Tri is r e v e a l s  t h a t  cas f i  p l ar i n i r i g  i s  

i n e f f e c t i v e  i ri t r i e  s e l e c t e d  m i l l s ,  e e p e c i a l l y  i ri ,H.\te m i l l s .

The f o u r t h  h y p o t h e s i s  i n  t h i s  s t u d y  was;  " p r i v a t e  

s e c t o r  jrrt.e mil ls; ,  si iow higrier '  p r i c e s  o f  raw j i \ t e  c o s t  i r'i order- t o  

e>; t r a c t  undue c o r i c e s s i o n s  -from t h e  Government  i n  t e r m s  o f  

c ompensa t i  ori f o r  I c i ss ,  t o  g e t  cheap  barik l o a n  and a l s o  t o  e v a d e  

t a x e s " .  The d a t a  l e n t  some s u p p o r t  t o  t h i s  h y p o t h e s i s , ,  The l o w e s t
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a v e r a g e  p e r  t o n  c o s t  o f  raw j u t e  f o r  h e s s i a n ,  s a c k i n a  and C,B„  C. 

o-f - f i v e  p r i v a t e  s e c t o r  j u t e  m: i l l s<BJMA)  was f ound t o  be  T k .7 9 1 1 ,  

Tk. 5680 and Tk» 10653 coi i ipared t o  Tk.  7118 ,  T k .5 1 9 6  and T k . 8395 

o-f - f i v e  p u b l i c  s e c t o r  j u t e  m i l l s  (BviHC) r e s p e c t i v e l y  d u r i n g  1987 - 

8 8 » S i n u l a r l y  t h e  l o w e s t  a v e r a g e  i n t e r s t  c o s t  p e r  t o n  o f  h e s s i a n , 

s a c k i n g  and CBC o f  - f i v e  p r i v a t e  j u t e  mi i 1 s was found t o  be  

T k „ 14 1 5 ,  Tk,, 694 and Tk„1932  compared t o  l k „ 1 0 6 3 ,  Tk ,434  and

T k . l 5 6 5  o f  f i v e  pi..iblic secti::<r j u t e  m i l l s  r e s p e c t  i v e l  d i i r i f i q  ttiO 

same pe r i od , ,  Tl ie f i n d i n g s  show t h a t  aw jv.ite c o s t  was siiowfi !iii.ic!-i 

t i i g h e r  i n  p r i v a t e  . jute  m i l l s  ctsmpared 'to s i  mi i ar  j u t e  m i l l s  i n  

p u b i c  s e c t o r , ,  i t  i s  a l s o  r e v e a l e d  froin t h e  i v i t e r e s t  c o s t  i j a l a  

t h a t  p r i v a t e  .:iute m i l l s  e v i j o y ed  b i g g e r  amount o f  bank l o an  

compared  t o  s i m i l a r  j i . i te m i l l s  i n  t h e  p!..iblic s e c t o r , ,  Hov'eove! " ' , i t  

was -found t h a t  most  o f  -the s e l e c t e d  p r i v a ' t e  s e c t o r  j u t e  m i l l s  

i n c u r r e d  huge  l o s s e s  and d i d  no t  pay ta>;es  a t  a l l  d u r i n g  t h e  

s tu d y  p e r i o d .

Howev e r ,  f rom t h e  ab ov e  a n a l y s i s ,  i t  may be  i n f u r r r e d ,  

■that our  eiqh'hh h'y p o t  Thesis i s  'i:rt..\e t o  some e M t e i i t ,  w i t h o i i t  b e i n g  

a ! !  y d e f i r: i t  e  i:;: c  i ; t: 1 1.,! ■;!:■ i o . r i »

11 ur f i f t i ' i  h y p o t h e s i s  was. t h a t  ui idue demaru:! o-y- f r i r i g e  

b e n e f i t s  by ur i i ons  a t  t h e  i n s t i g a t i o n  o f  management and s o c i a l  

l e a d e r s  enhanced  t h e  wage and s a l a r y  c o s t s .  Our o b s e r v a t i o n  and 

i n t e r v i e w s  l e n t  some suppor'i: t o  t h i s  h y p o th e s i s , .  Some un i on  

l e a d e r s  r e p c i r t e d  ' jJiat t h e y  w e r e  i r esp i r ed  by t h e  maijagemerit t o
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demand undue -f r  i n g e  b e n e f i t s ,  i n  t h e  •form o f  e x t r a  bonus ,  

o v e r t i m e  e t c . On t h e  o t h e r  h a n d , some management p e o p l e  r e p o r t e d  

t h a t  t h e y  we r e  p r e s s u r i  sed  by t h e  u n i o n s  a t  t h e  i n s t a n c e  o f  some 

s o c i a l  l e a d e r s  t o  pay i.indue f r i r i q e  b e n e f i t s , ,  Hafiaqemevit a l s o  

m en t i on e d  t h a t  t h e y  we r e  f o r c e d  i ri some o c c a s s i o n s  t o  bi..iy w e i g l i t  

j u t e  and 1 c:jw c:!i..iaiity j i . i te s u p p l i e d  by un i on  arid E o c i a l  l e a d e r s .  

H o w e v e r , r-io dov::ui! ientary e v i d e n c e  was a v a i l a b l e  ts3 e s t a b l i s i i  t h i s  

h v c i o thes i  s .

Howeves" , c e r t a i n  c£:jsts whic i i  t h e  m i l l s  Tiad t o  inci.u"' 

wh e th e r  oi.tbli;;:: iir  p r i v a t e  tfiov.iq!'! n o t  j u s t i - f i e d  by p r o d u c t !  on

e-f-f o r t . T h i s  emanat e  f rom t h e  o r d e r s  i s s i i ed  by  t h e  Government  

•from t i m e  t o  t i m e  t..iCider press\..ire o f  !..inion l e a d e r s , ,  some o-f theiii 

hav e  becom e p o l i t i c a l  l e a d e r s .

Our s i x t h  h y p o t h e s i s  was s " C o s t  a c c o u n t i n g  and c o s t  

c o n t r o l  s y s t em  a r e  i n a d e q u a t e  i n  p u b l i c  e n t e r p r i s e s “ „ Our d a t a  

s u p p o r t e d  -!vhis h y p o t h e s i s .  Out o f  t h e  t w e l v e  r e s p o n d e n t s

i n t  e r  v i  ewevl i f ;  o\..tr sui ' -vey ,, major i ' t . y  o f  thesn admit' fced t h a t  t h e r e  

was vio e f-f et:.t i v e  c o s t  at::cDi.uit i nq sys te i n and c o s t  c o n t r o l  e f f o r  't. 

»  i n  t l ' i e i r  enterp;^-i  s e s  a r e  t i s t a l l  y abser i t  'ho con t r - o l  Civer

e> ;p e n d i tu r e  wh ich  aqqi ' -avatod t h e  . w o r k i n g  c a p i t a l  (nariaqemerit 

probleni , .

The s e v e n t h  h y p o t h e s i s  i n  th:i s s t u d y  was t h a t  l a c k

o f  c o o r d i n a t i o n  b e tween  p r o d u c t i o n  and s a l e  a f f e c t e d  w o r k i n g  

c a p i ' t a l  management prc;jbl eni,, Tf:e da'I: a si.ip p o r t e d  ' t h i s  l i y p o t h e s i s .
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Out o f  t w e l v e  e>; ec;..;t i v e s  i n t  e r v i  ewec:! i n  ou r s u r v e y  abou t  67

percer ' i t  r epGr t e d  t h a t  t !  i e r e  was iac^i o f  ct jor  cJi na t  i ori footweeri

p r o d u c t i o n  and s a l e s  i fi t h e i r  e n t e r p r  i ses,.

Our e i q h t h  h y p o t h e s i s  i n  t h i  e- s tu d y  was;  " T h e r e  i s  no

b a s i c  d i f f e r e n c e  or: t h e  l e v e l  o f  e f  f i c i ef:r:y b e tw e e n  pi.Ablic and

p r i v a t e  sectci i '  e r i t e r  pr i s e s  w i t h  respei::;t t o  :i nver-itor i e s ,

r e c e i v a b l e s  and cas l:  co inponents  o f  w o rk in q  c a p i t a l  manageii ient „ " 
i

Oiir X a n a l y s i s  i n  chap t e r - -  s:;.i >; s u c p o r t e d  t h i s  h y p o t h e s i s .  No 

s i g n i f i c a n t  a s s o c i a t i o n  was fo\ind on t h e  e f f i c i e n c y  o f  i i ianagement 

o f  i n v e n t o r i e s ,  r e c e i v a b l e s  arid c asi i comi:jorient!;;;. o f  work i r iq  

c a p i t a l  b e tween  ps.ibic and p r i v a t e  s e c t o r  j u t e  ar^l c o t t o r i  t e > ; t i l e  

e n t e r p r  i s e s ,, However ’ , i t  was i a u n d  t^^at some p r i v a t e  s e c t o r  

c o t t o r i  «ii 115 a r e  b e t t e r  conipared t o  p u b l i c  s e c t o r , .

Our n i n e t h  h y p o t h e s i s  was t h a t ,  p u b l i c  erster  o r  i s e s  

ar'e o v e r  isiani sed e i t h e r  by g h o s t  wo r ' ke rs/or  by  si.irp 1 !..\s i i iariager i a l  

riec:jple o f  t ! i e  d i s i r i v e s t e d  m i l l s -  and seme w o r k e r s  e s p e c i a l l y  un i on  

l e a d e r s  dc; no t  work a t  a l l , w  h i c h  i n c r e a s e s  undv.ie wage arid s a l a r y  

c o s t s  i ri Di . ibl ic e r r i e r s .  s e s  coffipar ef:! tci j::!ri v a t e  e r r t e rpr ' i  s e s .  0\.\r 

d a t a  ari;:l o b s e r v a t i o n  i r i d i c a t e d  scjine e v i c ' e r i ce  o f  s u p p o r t  for- t h i s  

! " iypot i iesi  s »  Tl ie wages  arid s a l a r y  c o s t s  we r e  fourid f i i gher  i ri 

p u b l i c  sei;:tor- .;ir.\te m i l l s  cotnpar’ ed t o  p r i v a t e  sector ' , ,  The av e r ' ag e

wages  crjE-t riOi' i.ori cs f h e s s i  a n , sac  ki rig as'id CBC was T'k„ 7157,

Tk„4546  and Tk., 7512 r e s p e c t i v e l y  i n  p u b l i c  s e c t o r  j u t e  m i l l s  

compared  t o  Ik ,,6399. Ik .  3660 arid 5403 r e s p e c t i v e l y  i ri t^le
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p r i v a t e  s e c t o r  j u t e  m i l l s , ,  The a v e r a g e  s a l a r y  c o s t  p e r  t o n  o f  

h e s s i  a n ,, s a c k i r i g  and CBC wbe- f ound  T k »1 4 42 ,  Ik,, 871 and T k . l 6 9 0 ,  

coj i ipared t o  Tk „16 01 ,  I k . 787 and l 'k ,1634 i ti pL i b l i c  and p r i v a t e  

Bec:;tor ji.tte  fivi. 1 1 s r e s p e c t  i v e l  y . Syed Nazri. i l  I s l a m ,  t t i e  thevi  

i n d u B t i r e s  m i n i s t e r  <1974) i n  h i s  soeec;:h ori t h e  f l o o r  o f  t h e  

p a r l i a m e n t  house  m en t i on ed  t h a t  t h e r e  we r e  t w e n t y  sim th ou s an d s  

g h o s t  w o r k e r s  i n  our  p\..ibl:i. c e n t e r p r i s e s , ,  Tl ie surpl i . i s  1 abo\..ir' s t i l l  

e x i s t s  i n  p u b l i c  e n t e r p r i s e s , ,  ( R e f ;  H a b i b u l l a h „  A c c o u n t a b i l i t y  

s t r u c t u r e  o f  p u b l i c  e n t e r p r i s e s  i n  B a n g l a d e s h ,  U„G,, C„ O c t o b e r ,  

1988 ) .
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a . 2 POL.. 1 cY  I MPi... I A i i o h s

Based ori t h e  r e v i e w  o f  i i t e r a t i . ) r e  on wo rk i r i g  c a p i t a l  

management , and t h e  a n a l y s i  b c a r r i e d  ou t  i n  t h i s  s t u d y , some 

r  e c  ommen d a t  i  on s  a r e  put - fo rward  whicTi l iave  p o l i c y  impl  i c a t i o n s .

a . 2 ,. 1 We a r e  c o n f i d e n t  t h a t  as we g o  a l o n q  w i t h  t h e  i mp 1 einen--

t a t i o r i  o-f 'the pac ! ; ag e  o-f t l i e  model  retroi-i-iHiended by t..ts in  

chap't.er s e v e r i , w;i. 1 1  e n a b l e  t h e  managefnen-i. o-f p u b l i c  

e f i t e r p r  i s e s  i n  ji.i-te and c o t t o n  t e ; - ; t i l e  i ridi..(str i e s  tc; 

manage - the i r  wo rk i r i g  c ap i - t a l  mos't. e-f f i  c i erri;. 1 -y and 

e-f -f ec  t  i v e l  y

8 . 2 . 2  We s u g g e s t  t h a t  t h e  i n v e n t o r y ,  r e c e i v a b l e s  and cash

norms sh o u l d  be  g i v e n  e f f e c t  i mmedi a t e l y , w h i l e  a c t i o n  

sh o u ld  be  i ni  t i  a t e d  t o  i mplment t h e  new ap p ro ac h  and 

wt' iere -the i n ck i v i d ua l  m i l l s  s e e k s  addi - t . i onai  c ash  credi ' fc 

- f a c i l i t i e s  on r e g u l  ar  b a s i s ,  t h e  l i r s i i t s  w i l l  be  - f i xed  on 

t  h e fcj a s i o f c:! e s i g f-1 e d if-i o  r  ni .

Q » 2 „ 3  I t  i s  snt jges-ted ' that  e;-!pc;rt i n c e r i t i v e  sci'ierfie l i k e  e> :po rt

bonus scheii-ie si d be  g i v e n  t o  ji.rhe indi..ts'trv

i fiiiiiedi a te l -y  t o  sa 've  tf-ie indu!:;:-try -from r v.ii na t  i ori „ but  

a-h t i i e  saiiie -t. ime? t h e  manac;semen-l: o f t h e  iu' te en 't.erp r i s e s  

a r e  e> !pec t ed  t o  o p e a t e  t h e i r  e n t e r p r i s e s  a t  l e a s t  a t

b r e a k e v e n  l e v e l , ,
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8 . 2 . 4  I t  i s  s u g g e s te d  t h a t  t h e  e n t e r p r i s e  management  s h o u l d

be  cDur ageouc;;. enough t o  r e s i s t  any undue i n t er - f  e r e n c e  

o-f t h e  1 abou r uni on and th e  G overnm en t a l s o  s h o u l d  l o o k  

i n t o  t h e  m a t t e r  t o  s a v e  p u b l i c  e n t e r p r i s e s .

S . 2 » 5  Measi.u"es shof. i ld be  t ake i i  by t t i e  Go'-/ernnien'h arid tr ie

e n t e r p r i s . e  manace^ient t o  s t o p  an-y i n e f f i c i e n c y  and 

c o r r u p t i o n  i n  t h e  p u b l i c  s e c t o r  i u t e  and c o t t o n  m i l l s „

I t  i s  s u q g e s t e d  t h a t  manaQement a u d i t  s h o u ld  b e  i n t r o .

duced  i n  a i l  e n t e r p r i s e s  i mmei d a t e l  y

S. 2 . 6  The v i o rk ing  c a p i t a l  gap w i l l  ha v e  t o  be  computed by

t h e  i n d i v i d u a l  p u b l i c  e n t e r p r i s e s ,  t h e  e x t e n t  o f  bank 

f i n a n c e  w i l l  be  a r r i v e d  a t  and t h e  o v e r a l l  c r e d i t  w i l l  

be  f i x e d  oii t h e  b a s i s  o f  s u g g e s t e d  model  as  i n d i c a t e d  

in  c h a p t e r  s e v e n .

M a n a g e r i a l  c om p e t en c e  i s  avi i m p o r t a n t  f a c t o r  i ti 'the 

e f f i c i e n c y  o f  o p e r  a't i  on s  , r e f l e c t e d  i n  p r o f  i t a b i  1 i t y  

and w o r k i n g  c::ap-tiai arid f i r iant : ; i a l  niariagefi ierit. The 

tj a i i k e i"' c:; f 1 1 'i e  e n t  e i" p r' i s  e p r- o v i d i n g c; a s i ■ e d i  t , s  !"i o 1 d

keep i ri mind t i i a t  api:::<r a i  s a l  o-f managemeri-t may be

e s s e n t i a l , ,  i t  i s  recommended t h a t  banke r  s ho u l d  u n d e r .

t a k e  si..tper VI sed  cast i  c r e d i t  sys'tei^i, pa i - t i  ci.il ar 1 y as  we 

p l a c e  a iiew emp i i as i s  oi'i '-/ai a b i l i t y  aiid d e v e l o p m e n t

i'athei'- ti'ian on sec-i.ii"i 1 v aloi ie. .
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8 . 2 . 8  S p e i c a i  t r a i n i n g  c o u r s e s  on w o r k i n g  c a p i t a l  management ,

t inancs.  a l  nianageiiierit , and c oB t  c o r i t r o l  sh o u l d  be  o r g a n i 

s ed  f o r  t h e  p\..ibl:i.c e i r t e r p r i s e  o f f i c i a l s  a t  t h e  

fcfangi adesh  Mariagement Dev e l  opfisent C e n t r e  and o t h e r  

t  r  a :i. fi ;i. i "! g i n s t  i t  ;. i t  i on is „

B . 2 . 9  Eaci'i barik sf ioiCid conduc:;t banket"' biiir r ow e r  seiTiiriar' t o

c r e a t e  aii understar- idi  no b e t we en  t f i e  e n t e r p r i s e  

o - f f i c i a l s  i n  t h e  r e s p e c t i v e  ban!;:B and t f i e i r  custo i i i er

S, .2„10 I t  i s  b e i n g  recoi i i i i iended t h a t  a t t i t u d e  o f  r i c h e r  s e c t i o n

o f  c u s t o m e r s  c l a n i o u r in g  f o r  f o r i e g n  t e x t i l e  g o o d s  sh o u l d  

be  changed  th r o ug h  m o t i v a t i o n  and c u r b i n g  s u m u g g l i n g .

a . 2 „ i i  I t  i s  s u g g e s t e d  t o  p r o d u c e  q u a l i t y  j u t e  p r o d u c t s  a t

ffiiniuiii c o s t  t o  f a c e  e x p o r t  marke t  and i n t e r n a l  marke t  

■for j i . ite  goodEii- shc:)uld be  ex t ended , ,

S „ 2 „ i 2  The p r e s e n t  p r a c t i c e  o f  Bl 'MC' s ail<::>tment o f  r aw i i o t t o n

t o t  h e  i r'l <::! i i d i..i a 1 t  e >; t  i 1 e  iri i 1 1 s w i t  Ti o u t  c o ri t;. i <::i e  r i n g

i t s  r ' equi  r  einent and t h e  same sh o u ld  be  a l l o t e d  ofi t h e  

b a s i s  o f  rieed and s i. ig g e s ted  riorm, wt i ich m;i. gh t  h e l p  t o  

r e d u c e  t?ie b l o c k a g e  o f  raw m a t e r i a l  i n v r i e t o r y ,

8 . 3  DIRECTIONS FOR FURTHER RESEARCH,,

Storking c a p i t a l  management i n  p u b l i c  e n t e r p r i s e s  i n

Ba ng l a d esh  has  r e c e i v e d  t h e  a t t e n t i o n  o f  t h e  Giovernment , B ank e r ,

Managemervt , A c a d e m i c i a n  and by t h e  g e n e r a l  p u b l i c  d u r i n g  t h e  l a s t
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d e c a d e .  Saha <1932)  H o s s a i n  <1984)  ha ve  p r o v i d e d  an e l a b o r a t e  s e t  

o-f premiseE=- and aqenda -for a d d i t i o n a l  r e s e a r c h  on wo rk in n  

c a p i t a l  management  i n  t h e  p u b l i c  s e c t o r  j u t e  and t e > : t i l e

i n d u s t r i e s  i n  E^angl a d e s h . Ii i  t h i s  l a s t  sectit:;!ii o f  t h e  c h a p t e r  

some a s p e c t  o f  work; inq c a p i t a l  manaqement i n  p u b l i c  e n t e r p r i s e s  

a r e  r a i s e d  vahich,  t h e  r e s e a r c h e r  b e l i e v e s ,  w a r r a n t  f u r t h e r

r  e s e a r  ch a t t e n t  :i. ou „

8 . 3,, i.,.i mi t  a t  i on s  o f  ti'ie  S t t i d y .

( i )  The s tu d y  i s  l i m i t e d  t o  o n l y  t h r e e  j u t e  m i l l s

o f  Dhaka Zone and t h r e e  c o t t o n  sp i nv i i n g  m i l l s  

o f  T ong i  Zone o f  BJHC and BT'MC r e s p e c t i v e !  y .

<i i ) The s tu d y  i s  m a i n ! y  b ased  on t h e  annual  a u d i t e d

!::< a 1 ai'ii:: e  sh e e t  anc:! pr  o f  i t  afid 1 oisis a c. c i::i(,ir'it s , 

management i n f  or fnat ior i  s y s t em  r e p o r t s ,  b i . idgets ,

qv.iarter-1 y ji.tte  g o o d s  s t a t i s t i c s ,  and t h e  i n f  o r .

Hiat ion c o l l e c t e d  thrt: jugh q u e s t  i onriai  r e  t:<y

1 n t e r  v i  ewv i  nq key  p erso ru 'ie l o f  t h e  s e l e c t e d

m:i. 1 1E. and Bui'iC and BTMC head o f f i c e s .  Data  f o r  

w e e k l y  or  mon t h l y  v a r i a t i o n  i n  i n v e n t o r y  l e v e l ,  

r e c i e v a b l e s  arid cas-ri, wo i dd  h a ve  beeri iiiore 

mean3. n q f u i ,  but  r e l i a n c e  i s  p l a c e d  on y e a r l y  

b a s i s  d a t a  i n  t h e  abse nce  o f  ti' iem„

< i  i  i ) T h e r e  a r e  a l s o  l i m i t a t i o n s  i n  r e g a r d  t o  t h e

(memory and l a i o w l ed ge  o f  t^ie r e s p o n d e n t s .
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( i v )  The a b s e n c e  o f  Bome o f  t h e  r e l e v a n t  c j f f i c i a l

d a t a  and i n t e r n a l  a u d i t  r e p o r t s  f o r  our  p u rp o s e  

have  a l s o  l i m i t e d  t h e  s c o p e  o f  ou r s t u d y .

( v )  Due t o  t h e  i n f l a t i o n a r y  t r e n d  o f  econom y i n  t h e

t h e  c o u n t r y , and f rom t h e  p o i n t  o f  v i e w  o f  t h e  

d i  m;i. nuat  i oi'̂  i n  t h e  v a l u e  o f  mofioy di.sririq t h e  

p e r i o d  o f  s t u d y ,  t h e  e f f e c t i v e n e s s  o f  d a t a  may 

be  qu e s t  i CHied. We riave t r i e d  tci m i n i m i s e  t i i e

gap but  due t o  t h e  l a c k  o f  p r i c e  i n d i c e s  f r om

o f f i c i a l  s o u r c e s ,  we c o u l d  no t  a c h i e v e  our

m i s s i  on.

I t  IS- t u r e  t h a t  a l l  such l i m i t a t i o n s  a r e  ccjmmon t o  any 

t y p e  o f  r e s e a r c h  wor i i ,  but  we h a ve  t r i e d  our  b e s t  t o  m i n i m i s e  t h e  

p r o b a b i l i t y  o f  e r r o r s  t h r o u g h  a l o g i c a l  c o m i n b a t i o n  o f  

q u e s t  i cinnai r e  and u s i n g  d i r e c t  i n t e r v i e w  method ,  wh ich  we su p p ose  

WDiAl d h e l p  tc/ f  i fid oi.it ti'ie a i i t l ' i ent i  c e l  y o f  d a t a  ori t h e  hand and 

c a r r y  ori t h e  l o g i c a l  a r i a l y s i s  o f  d a t a  on t^■;e o ther , ,

r iowever , a r i a l y s in g  t h e  at;Ove 1 i fiii t  a t  i cir^s,, and based  on

t h e  p r e s e n t  r e s e a r c i i  s t u d y ,  a f e w  recoinmeridati  ons  ar'e g i v e n  b e l o w  

f• cjr’ f i..i r -1  h e r  s t  i d i e  2

i i )  The sti-idy be  udr ier taker i  i n  t t i e  o th e i ’ z o n e s  o f  ii.ite  and

(31.1 o n t  e >; t  i 1 e  in i 1 1 s r" e  s p e c; t  i v e  1 y „
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< i  i > S p e c i f i c  r e s e a r c h  sti.idy  may be  undertak:er i  on each

com ponent o f  wor k i  ng c a p i t a l  s e p e r a t e l y , i . e .  i n v e n .

t o r y , r e c e i v a b l e s ,  arid ca s l; pcis:i. t  i cins cvf iv.ite and 

c o t t o n  t e x t i l e  m i l l s  r e s p e c t i v e l y .

( l i i )  The d e t a i l e d  stuciy ciri th e  cc^i.irses cif o p e r a t i n g

losses::-. abE:-ence o f  grc;<s5  i na ro in ,  c a u s e s  cjf 1 OBses arid 

l ow  p r o - f i t  may be  made t o  - f ind ou t  t h e  - f a c t o r s  r e s p o n 

s i b l e  -for t h e  n e g a t i v e  and 1 c/w e a r n i n g  pow er cvf t h e  

iv i te  anc! t  e>: t i l e  nil 1 1  s r e s p e c t  i v e l  y .

<i v )  A n o th e r  s tu d y  may be  made on t h e  b a s i s  o-f t h e  p r i c e

l e v e l  a d ju s tm e n t  a c c c ju n t i g  due t o  t h e  i  n-f 1 a t  i onar  y 

t rev id  o-f 'the econc:;riiy.

( v )  A d e t a i l e d  s tud y  may be  u n d e r t a k e n  c;n t h e  e n v i  o rnmen ta l

e-f-fec't a - t f e c t i n g  work iv i g  c a p i t a l  managenierrt i n  t i i e  

p t..i b 11  {::: e f'vt e i"' ci i” i s e  s „

<vi ) Ancjti ier c on ipa ra t i  v e  s t u d y  on v-jorking c a p i t a l  mariagenierri:

may b e  inade b e twe en  p u b l i c  and p r i v a t e  s e c t o r  co inpc i s i t e  

c: o t  t  on t e x t i l e  m i 1 1 s.
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ANfJEXURK-I

yiNAKClKL .s;ALY.;I; :  COil .jJ.'VAliCY 'J’i;:CHMIQUE3-CALCULATI0N SiHiE''.’ 

i.A'i'jr BAV/A!1V
TakKa in thousand

I'rotii t'i 1.0.'■s Account Information
Year eiided ■'9 1 I9H3 19?A 1985 1986 . -< -

i<of AccoiinlG lUj'iir. 0'^) orA) 000 000 000 000
10 .'.ii.leii i:a‘yi5l 313 16 3 359095 388752 36023 J

11 ItiveaLor^ Incremie t- 
or decrease

3511? M 12 I l»'*i*63 5297?

Hi (:t.her fncorne rUt6 1218 18;;0 1879 989 7 11

r;-- tf-ri il.-i H95o:> 112179 2^17179 'l2'?236 0

iii -:r 79935 79296 970?n 104^97 139998 ^k28r} 5

15 Profiuction Overheads 33193 '*2219 0̂ t̂69 kohse î;-C '. A 
35'f90._ 553^5 11

16 KJyD OVorheady - - - - -•
V/ Lit'llin;!; DiKtrilution 

Qvei'headf; ;33o7 77'(3 7^GG 6333 6798 61*59 1
r; C;< iior: .1 iidirn, Ovcrli' atit; i y,';: 116 18 13'»5̂ - 7163 87/9 5003

1
t1

i'( !)eproci^ti,on iiC59 til60 3^8'f 3830
;.:C) - ~ - ' - - -
L'1 Interest I3iii3 13393 19971 30125 1793^

Corporation G\.x ~ - - - 1
Preference dividend - - - i

11
Ordinary dividend - - - - - -

1

Increase in retained 
;xnd reservor. (672^0 10221 (2^162) ( 27529) ( ^ )

DIIRIWJD FQ-.1LII,'KS
y j Totul l(o/enufc .’ {J63C9 3150 13  ^ 36097'* 3887'* :3609'< » i1
31 Average daily nalcii 6ch 781 983 1065 1200 1

1
Ai:dcd value l6tO0'J ;n '?2t)6 10710 ;> 3 17 12 1 28152: ’̂ 973
Contriuution 5 2 ^ 7 ^yJH^ y ^ 7 171552

/ ^5683
1

5^ ,Opftratin(.; P ro fit 3583fe €971? 8382 15^275 775 1
35 Met. P rofit bofon; ;t.iX 1I- 20hk2 10221 ( 2^662) [ ^ 529) (6*»)

N ‘ 1

Net I 'ro fit  aftox- i|
.................... A

20 Vi..' 10221 C m (£ 2 )' '{zry^^t) *64) 1
=57 Ordin.'iry eainin^e - - - ~ - \

!
3B Caiih flow (.’176) 25101 • 15084 ^ ( 20502) (39'.5)376^ i

T :) Cuiit o!.' fjaiei; •'3369't 38'^6;v3 '^ ^1di75; 35^^ /
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LATIF BAWAn ^ j u i ..

n.il fico .ilioct Inronn/iticin

1 ’/i;nx 1983 198 '+ 1985 19861.1987

Kef ACCOUlltf. 7 1 (" :l£5 > lOO 00<3 000 (XX) 000 ' '

50 Land IL H id.(at coi^t) - - - - «■

51 Pliiiit 8f Machinery (at coi.t) - - - - -

5^ Vehicles (at ca‘3t) - - - - -
53 L’iterc?st in other co/npa- 

nics(.'jcf.'0ciatcd witli the 
tr.-.de).

- - - -

5^ Long-t«fW inveBtra«nt 
(not aesocieted with 
the trade)

- - - - -

55 Doprociation to d.ite - - - -
56 TOTAL FIXED TANGIBI.E 

(50 to 5^t-55) ^
30106 ?860^ ^+8910 37699 > 0  2^030 

2<J805
57 f,tock(ruw materials) '/ - — _ — —
58 i:tock( UIP) _ - - - -
59 .V.tock( finished i;n?02 1 1 Q398 192531 25784.‘;/2o4 ;̂

'1‘r. ido df!btor'o(] o;3;i 
of'i;V3cion for h id d(;b ..a)

<’r/33 2^615 51771 2^20 5235
hi C.i.-ih i'iiih i3;>o 1676 2820 2226
6? ether easily  rea lisab le  

as:.io Ls
y y jU 3^611 29862 35033 37^57 335«5

63 TOTAL ClJKKlilNT A;S.'’ iJrS 
( ‘j7 to C2)

169319 i8i,r/8 '170325 25^1970 3‘+095fJ 29zyy

0^ Tax (lue
65 Interest due on lo.-An 1

C)6 I’ iiTik Overdr’a ft v i - M 7 1 -‘39 3508:;) 125(^.52 229052 ;
(>7 Other current li.ib ilx t  ies 33082 37659 58888 1235^2 !
6S Trade Creditorrj 8 jiu 69m 7301 6896 8012 7136

69 TOTAL Cim'.iENT LliU'ILITTES 
'l>M to ()0 ) iro i'io 11 L>'t? 8l^)he 189^37 360586 3309

70 Ordinary Shar(.L-. h ir .7 ;'3bb'iO 73963 789;:0 87230 8723
71 other Liahiliti(.:o 34i:i.'̂ 8 3813 3265 72.176 155>
V.r or,;'; l/ij'tn 10:iX , uchciii'. i 9552S " l.,’083 61306 60075 37331 iK)J»2i
■75~ Retaxnod esmirr'^j and (H51i) (.’ :>>67) (.;:0'i78) ( 37028) ,

■ ? r
laecrves

TOTAir 'LONG” Tl!;iil-l FJlijXS* 
(70 -to  73) 1o86g5 .̂ 0818^4 11860^ 103233 I7a7'i9 277&’

75 Outside mGnority interests 
in subr^idiary coniv'uiitis.

76 Oioodwill,patent;;, trade 
markr:, e tc . ' 1

■77~ tio .o f ordinary t;}iar"i;s issued -rr/x) 1 ■|6!50 16 ^ 16 .% 1('̂ 50 1650
a^iavi'r'j Fic;uiii;s 1

“ 3o~ Net v.’orth 1 ;?o8597 53'*-’.5 3969-* ' T ^ I T V W )
...jiMM,; fjaill.a" A9173 700%) 8‘;,.'V9 65533 (I963:;)(383i
ti':iaii,y ;iharC!haldt!".') 1 5 6 < ^ ,> 11 \>7? ('.9r'̂ n
r o t al ; uifj e t (Tan ■; i hi (!) | T 9 9 ' ^ 2 5 ?j:y'AW\̂ 2C/x'i;j9 .'92;'?b 368759 3216?

,Vi c;a7jilaJ einj-. 1 oyed ,vr^03 376'*') 8r,V ( 93357)
H'j ()pt‘ ral. inj; OiiLiol.ii 1 9 9 ^ 2 ^ ; v ; ' n > , ' 0 .'9:'('v6 32i6 ?
il6 liqu id  afisets ^  y/uZ '~ m r ~ 52955 ()i6’io ^ 9 6 2  8 8 16 1
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Fll.AJ'!CJ<iL W^ALYL:I.‘J COKt.Ul/Wi.'lGY TLiCllNIQUi'J = CUMMAfiY CHliOiT 

U T I F  PJl'JAtiY J i/ i':'; HILL*;

Vidue(& trends over 5 yrs)Diiriv.ition

H't
10

5*7 ■ 
1 l)

-3^

32
o5

39

T

%

Rr\ t i o:;
T W

:.et  r r ul i I ")!• ; iQ(Y/J ( ^ ^
r-in i • •• ]. (■!., I .’/•.■ I

i.A.I ' ii
'Jupi Lai employed

-x1C)0%

Operatj.n':; Proi'it 
C p e r a t i n f ;  asLifilu

■X UX^o

Aciiled valU'.!
b^'Jrat in'(.r '"t'iH't

Co -t 0-1' f/.U.;, 
.‘j tcckti

Added vr.lu';  
Mo. eiMiO.oyeo:.:

I' ixed  et 
No. employee.';

,7T/o
(3.0M

17.97

.83

I W

M .7?.

.2.39

I T
7.16

33.;̂ '!

I.O.'f

1.8.7

7.S.3

T W
?-C%.

7.96

i , 2 t

%

'1.23

.^1

2.19-

b'J>%

iG .% )

%

52.7

1.08

1.i4l

(337)Neg,

/i3 'Neg.

( 7 ) -OiOp

'NA

MA

VA G.5»'

10.12 0 ,

10
7T

p;
K I fly“ )

“ El

o t L
1a>CX, h

M
a i

§ n ;.g.Im

TT
a
?i
-  I
r: ! t

I

h r  1  ̂w I

i i F
ra I 
p: I

(.(>
y r

63

%
69

.Salei
Workiii( '  CapiL.Ml

‘KO7 3.67 .i*8 0 . 7c Neg.

;; ' .oi;k
Workiri( '  Capi : .»1 1.7'^ ^,ko .9^ NA. DO

I'r.idi; I't'M i'i !. 
Av. d.iiiy saioi 36days 29days 25days 25days

C i i r ro n t
C'iTi e n t  L iab .i  l i  l i e s

1.i+0 1.6.> 2.00 1.3 ‘i

I.jiiucid a:i.:>ol______
Ciiri'ftAt L i a b i l i t i e s

0.^7 0.53 0.62 0 . 3 2

o,8f

0,?.kO,27

0 33

V ,
7 1 +7^

37

I T

C o n t r i b u t  ion
I! ;  ̂i t 1. f̂7 1.3't 3.'i2 1.11  ' Neg. Neg,

i' d X011 itil r c a t. c. ipi La3
T:';)iTTal eiiipToyecI

Oi• d ) n. . r y  eara itt , . ’ (n e  t ) 
G r o e s  O fd y .  i l i v id e n d

Ilc't p ro fit  a lte r  tax 
iTet wc7rlli
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- j<r‘r.xL'P P ' t

LaTIP BAWAWV MtU-S.

Value (& t r e n d s  o v e r  ^  yrs' ) '
Ref Uerivation I W I W I W 1 9 BJ

1 3
1 0 + ( 11x3/2

l . i t e r i a l
:jales

-X ICO/
.7

^0.61
%

39.3'*
9̂

78.92 35J^3
i

3939. »8

io+(iix3/r;
36.26 ,:!7.80 30.98 29.15 3639. >6

1 0 + ( 11x3/2)

Production Ovcrne.‘.ds
------------------------------- xlOO^rJ^.Oif

iiMies
1Z.9^ 11.:7 6.20 1 5 /56

0T3
1Q)
m
■pU}
5

16
ib + (11x3/25

Ri^D Overhead  ̂
S a le e

1 7
T(T;Tn5J37? Bales

18 uenieral adnin.overhead

2.63 2 .7 1 2 .38 1 .7 6 1.75 1.79

1 0 + (1 1x3/2 B ales « 100/
2.06 1 .6 ’ 1.55 1 . 1 5 2.26 1/ ]J
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AliMKXtirvE-II

1' 'j:ia!IC1 a], ' Oii. n-;ciiMK^ut::-c;..,cuuTiON s i i h l t

KAR]M JUTi' MJLir. LTD.

Taka in Thousanda

I'rofiL Loi.fi Account Information
Year wicled 1 '̂ f̂ -2 1983 198 +̂ 1985 1936 1587

>8

It

)

5)

5)

?10 )

575

.. i; 1 A i; . <11111 ; ■ 1 L ci:;; (KX) 000 000 000 COG

10 fialeh i'l 1 i r,3993 I9195'i 223193 17^1*

11 Inventory increaiifc + 
or ili--crc.i;.(; I'l / , ’c; 1 3 1 17b 938;'2 20t,29 28071

12 Other Income 1 1 1 ^ )>l)1 1566 I 8si+ ' ,1187

Matt, r ia ls h^yu'7 72130 13^902 876^43 70501
14 Labour iir.'itv 59820 G^ooG 78916,82200

i:> I'l'Ofli.i: L ic.li Ovei-he.uii. loi/-7 .■'jj.'S 22632 .■'A86k 25766 26485

16 overheads - - -■ _ .

IV i:e llin j5 D istribution 
OverheadB 6208 6175 8000 6748(

18 General AU/nn. Overlie id;: 1'̂ V-,‘) 3.. '̂9 '1830 9731 5782

T) Depreci. t.i on 1933 l«j5 16^+2 l 8bl 1968 2648

;jo

21 Interest 9919 103̂ +4 17126 2 3 0 11[ 12 18 3

22 Corporation Tcoc

23 Preferencii dividend

?A Ordinary dividend

<",) ]nci-i:,ii;e iji retaiiu'ci 
'•■nl rriKt.Tvu:. ( , i< Li ij. ,K) (3975) (3'i733) (30079) 188

DhJKlVKD I'l'jUliKi;
30 Total Revenue KMj 190378 156021 187079 1803

31 Avei'aj'e d .iily Siileij 'lU‘7 929 611 601
3:' Added vaJ ue iS , '• ) 11 r,G:',a 1 1 29^9 1 1093̂ 1 156144/1367

33 Contribution t̂ 11B1 3̂ *947 .'•M 9< 51'162 1 2802

3^ Oporiitiiif'; P ro fit 19891 13128 (5 'io8) 1 ^75^-^(1596
35 Net P rofit beforet.'Uf 7Vif; 8290 (3575) (3^733) (3607S5
!>b Not 1’1'ol‘ i I a fter 

tax 7', I-: 5L 19- (3^733) ( 36078) (1885

37 Ordin,.ry cainiiigs
33- ■ Casli :lov/ c/y\>\) 'i 0183 (1933) (/■2r.72) (3 'iir i) (16

Coi-»t o f u '’0 1 ,; T 19̂ (66 1(,.|)'IV0 246158' 8̂61
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X A 9.m  J U T B  /wiLtS t-tX).
T.i aTn 2 15

I 11 f( (■ . .| 1. 1 (1 i on.'i 11 i 0)1

Icr nHh 1985 1986 19«V
Kol Acci’i.jilG Iteriin (XX) 000 000 000 000 ooO

50 Lajid «• l',lri.(at coiit)
51 Pl^jit <U Hucfiincry(at coijt)

VehiclcL (at C(xt)

>̂3 IriL«.'rt;;;t in otln.r conna- 
nicii(.iti;.ociated witli Ihe 
ir.-i'l',').

5 ^ Loiiu-te-rm iiivoottncnt 
(not nP6.jLinted with 
t ’.f  Viuue)

55 Depreciation to dute
^0 TOTAL fixed TANGIBLE 

A.OJDlTij CX) to ^
i'('*67 15965 22075 2^ 1 ^

•:-’V J]toc.k(raw matei'iult.) '
aakecfc^BiHljy' VOd̂ î ' '1 2 ■ 108ljy0 7l»flo )

5>9 Stock ( I'ia i.shed r;oodG)
60 Trade debtoi’s(leus 

provision for bad debts) i^toi9 131147 I3'i96 28696 33^i B

!♦

81

2 )

0 )
‘♦2)

61 C>.iali k m ;.'877 13!̂ 7 555 572S $5C»
62 Other easily  rea lisab le  

assets 16796 1:5658 22869 20  ̂̂ 5 20Zh^

63 TOTAl, CL'ividCNT î SLl.TG 
( ‘;7 t o c';.’ ) 8j;;j7a 33285 11'+566 155616 162657 13555

Tax due
b!; Interest due on loon
6f. Bank Ovci’draft GUT.n ■VI06;: 6838'! 129277 135253  i o i ^
(.7 Otlier current l ia b il it ie G 26923 27731 68603 8252!
6fe Trade Creditori; kyiu A775 9o93 1252J.
b9 TgJAL ClJ.̂ jENT LIABILITIES 11^+250 ?>W)h 10'4082 166700 «^13?95 if88 (
70 Ibsue Ordin;iry Sli;jre;,’. 99on 9900 9'/)0 9900 9900
71 Other L iabilitioiJ 't'f82? 50oS5 67128

~ i r

~ 7 ^

Lone; ti'i'Ki loa]i,fleberi'.
M '

Retained eaminp’s ond 
) oeoi von

-|i: 1 '9 _  
W A i)

20578

5738~
?.yy?r/ 

( 25'+-19)
^3370 6638

(26765 )(260f
TOTAL LONG TEI<M FUND:j 
(7 0 -to 7'5) 8I03B 6 3̂6^ 98191 '■ 1 17 7 ^

75 Outj:ide monorily iji terestfi 
in subi.ii'i.-.ry corui ;.(i i'::.*

76 G oodwill.patents,trade 
mark.';, e lc .

vv N o.of ordinary shares iisruied
DEKJV.'D FKiUlU'iS

80 Net v;ortli 'w ' 09 60 1̂60
■HT̂ Work ini’: Cfaiiital (..or/, ) (
K? ' E<)uity sharebolderii I'undti I092 f̂ 1% 3i ( 15519 ) ( l68o5^
«3 'PotfA ats«et('l*angiblo) 9760B 1,^9033 17 15 S1 18'j732 i 601$2

■
Capit il employed (VK)'l' ' 1 ;”;) 2̂ (95'1 “ w r 26)

52
>

Opcr ,i.iji ■ iiii.ets 96536 9','»,('■} • 1 ’9053 17 15^ 1 i8V3ii ;160 J
Liquiii a.'i;-;et<> 33231 5 >(>9r ,/ri62 3u9'i? 607f7
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Kiii/'jh: I Al, wjAf.Y:;!:;  ̂i " . mi .jjk  ̂ ;::ummary njiEi-iT iLVNt:xui<£-ii, ^)!c

h,'. M i l  J l . i ’ i; Ml 1,1..', ] , T D .

15

Ref

n

n

Ueri V.. Lion

16“

*T(5

-■>'4
■il5

l;aL. nr. Viilue(f,< trendr. over 5 yrii)
■ W

iloL I r o l ' i l  lfC(>i-( L. k. ''iOO'/j
I.' i|)j. i..ii __

J - J  0 Is

lie I 1 r I I . C, '
, iJoi

” \11 . 100!i 
Opei'aling aiiijelii

i r “
6.72

• T W

%
16^

2.03

9 .^ 9

“ i r
10 .17

? yri
T m

A'
( 7 3 )

(1 .85 )

(3.15)

6,36  Neg 

6.90 . 1 ,U6

E

!: I i''

3 2

■S5

AdJed value 
Oporating uiiiict 0 .6 9 1 .11 0 . 8 7 0.6k 0.85  0.

i,0)
Hi

Tl 11tu

y>

3 . '
y

Co.. I. o f i.,i](,•.•;

Added va] uij/Ti x< .i ai.r.ot

1 . 8 2 2 . 1 7 1 . ^ 1 1 .^ 3 1.59 2.4«

5 . 8 0 7 . 5<̂ 7.31 6.92 7.07 5.55

iVUdt:d  v i i l  ui; 

No. oinj)loyeoii
NA NA NA NA NA NA

T ~
Fix 0(1 asset 
N o . e ii i]) lo y e i3 ii NA NA NA NA NA NA

10
■HT

.Saloii
Worhiiit' Cajii tal

NA NA 10.68 NA NA NA

s
K 67 -̂58-̂ 59

-grj tforliliig Capitiil NA NA 8.05 NA NA NA

d*yo
^ .5 6  55
days‘.1 *

^ I

60
y r

Trado bebtors 
Av. ' daiTy ij.ilei

3 ^ .2 7
days

3 1 . 1 5
days

25.70
days

_ _ J ! ^
o .76 0 .6iiM

!

I r
U.!

63
Z9

Curroiil. as;^ot.j 
CuTj'unt. L iabil i 0.73 0.98 1.10 0.93

_L

I
-  h -  

'4 I

86
69

Liquid aaset_______
Current L i a b i l i t i e u

0.29 O.ifO 0 . 2 9 0.22 0. 250^3

33
ITT

Contributioji 
Oporal'jiic; T^rotil. NA NA NA NA NA NA

7 1 +7-:
~nn

l''i ac<I m l  r*,‘M  r ir'i i; l 
(TiTJTTUal oiiTjTTo'I <l

u: 1 Q

li' r r  
I

at Irt. I

37

30
Bo

O r d in a r y  e a rn  ui/’;(no t) 
Qrotjb b r d y .  d iv id e n d

N et p r o f i t  a l  t e r  L:oc 

Nut w ort Vi
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Ref

ANN!'A'Ul;E-II

Derivation Iv a t io a

K a P im  j u t e  m »l l  t r l > ,

V;iliio (g, trends over 5 yrfO
Iy82 "| 'l9ii3 M9y'* I I 19^  ' 198 »

r

uuCiixV^-

M ii cr iu l 
ii.i l.fti

•X 'UJQ/; 3^.22 37 . 7^ 35.91P 39 I35

T

u

h! I------
^  V

OJ 
ti(II

10+(11x3/2
X lOOî

euloG
31.'+3 25.38 29.21 26.1 1

' 15

lU+Cl'lxj./P

Produj. vrjn Cwi.i-hends 1^,20
----------------------------------- jcl0O/i
.‘j l ie s

15.^6 11.84 8.9 1

32 .37  *̂5

10.37 Ilf

88

7 8

16

lO+(11x3/25
x-iuo%

Salfcf; '

U)
o , 
o  I

W 1 7

•TC7(TlxT7?
S gH  i n i ; , d i a t .  (Jvcrl.e.'td  ̂ ,
----------- ----------------------------- x l  00%

?.52 3 . 2S 3 . 71;

18

10+(11x3/2)
G e n e r . l1 idtnn.overlioad

------------------------ 3,1 ooi»;
l . 8u 1 . 6 9 1.97 .̂31> 3 . >2
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kllALYt:ii: COU:,UL'.'ANCY TtlCHNI^fUEJi-CALCinJiTION SllEET

KAi-A'dli: .Jiri’i' K.Jj-i.s LT D .

'i'.'ika ill tiH^ujsaada
I'roliL L«; Inl Urmat ioii

/tii ir  fiide(i i';»3 i<;8'» 19«5 1986 1987

ii'.l i\c( iiu/i L;; J t.i.Miii <;:X) 0(x) 000 (XX) 000 000

10 oalet; 6 ;̂?02 (A,l'ci7 e m ? S0918 10V2 1 1  ,,8CX

1 1 Inventory IncreaL.o + 
or (lucrea.'ie 1,'VU3 13986 31978 12676 1206^

12 Other Income Wyk ■lÔ '̂ 235 201 'I''® 780

IjJ Materials 26215 27859 39519  37^ !
Labour . .'V7> 2̂ 4 876 22773 37yj.

li) Proc!L.i Liod Overheadti h'/r'/. 17633 18961 1205  ̂ 1464^

lu Hi<l) (jVerheadt; - - - ' —
iy S e l l i i i c :  t- D i i i t r . ib u t io j i  

Ovfcrlio.ni^
1m ri 1885 I4 l l 2127  2256

ia Genei\Q Adjiui. O vorlieadii 2'\u2 /. -t *1 rv“ > • y -  V 2484 ^

■1'.) Deprtci t i o:i ~ “ '7i .2197 p-:m 1^  649

20

I n t e r u s t ojji+b 2603 7049 448^3
C o r p o r a  Li on Tioc - 10 'l2 -

*̂:5 Prtii'ereuce dividoiui

Ordinary dividund

'̂5 Iiicro.itie ui I'eLiiiiiod 
Had r-oiiorvu;; (d./O) (8.^5) 956 (6421) ^24200)(24133>

Dt:rjV).i) r iiMK'Kf; ‘
Total Hfcveiiue 667:.? 6803 81 1 19 107331 9858i

31 kverai'o daily  Biile::; 2Vj .loh 226 270 29̂ t 268

32 Added value ‘\h,.nA u y ^ . ' J d 73558 S5036 803b<i 7240'

33 Contribution 'l ? 3 o (̂8 31050 ii330l 33392 1585:

3^ Operating: p ro fit i't9;: ô if̂ bOO 726875 '65

55 Net Pi-ofit before 
t a x r j > y , ' 6765 2084 ( 9378) (8579) 0 .6 2

3t> Net P ro fit  a fter  
tax riuU) 6765 2084 1 ;• I99't6 'o '5Y

3V Ordin.a-y eaming/s 1 16 10 1 38489 36048 i99^io' 3 1

3o C a sh  :'low I'lV) 2232 3153> (4024)
1 22244)(25504V

Cot.t o f  t ia lo ti
W y / :^?6'ib 1020 '̂j
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ri.1l ..nrf,' .iluC'L Tnl'oniiation
198't 198b •I9C6 !| 198 ':

HcJ Lfi It(.rii.'j 01X) 000 (XX3 000 0'30 060

:x) L.xficl F. ;del.(.-it co;.L)
S-1 Pl.jiL f. Machinery(.iL cost]

VfliicDui. (;)l. ca  t)
InLorc-sl in other c:oiiinu- 
nicr;(am 'ociated with the 
tr .lie). \

5^ Lottg.-term L-vc(:>tmer»t 
( not  iiBticicirted witli 

the \.iuue)

'j ‘5 Dopri.'ci.iliou to d.il.o
TOTAL rl/CED TAlJGi : l.r; 

('/O to ■1 -̂ bOP 1163,^ 9846 8123 ^ 7 ^
>̂7 r,tocl<(r.iw mtitcriul;.)

UtockC •.,'TP)
i59 2tock( I'iiiiwliccl (loodfi) 39767 66-T74 51779^
to Tr.i'lo (lclitorii(l ejjJH 

pr<jvjt;ioti Tor bad ilubtti) IJr'l ‘,1 i 'i700 173%  26888
I ',0'l 1*193 3 or; ■loy9 3370

C.l Otli' r u .j-ily  n .a li. ■•iliJ u 
;iiiijf.* Iii ; ■ i,.''.’6 6'10:;71 ::!1c?o8 i 15972 107,5

Cf’ TOTAi. Cl) ..JiNT 
(■// 1.0 I,.')

MDV ■ 6655? 'iog'»87 103603 9275

u< Tux due
Inti.re.:it due ori loan

C(> Bunl. Oveidraft - 10971 ^ri1y
67 Oth«.-r current !l ia b il it ie jj 'K̂ uV ,’ 9909 3'»37.’ Ĵ 736E i^^53i
66 Trade Creditors ,:VJ3 '40§ 2575 '323
69 TgJ'AL LIAinLITlES 30«?7 ?'J966 >n2P.\ 81P9^’ 100599 fJ 'K )’
70 liitue Ordin;iry Shm-en 163:5.’ ia79'4 i879'f l879't 18/560 18860
71 Other L ia iiilit io s — - - 3 1
'U Loiit' tonn T.oaii, acljen!. t:rt;6

0 t c . r w ^ i 16669 13̂ 5̂ ". 15

~1S~ Retained eaminp-s and
) csei'vos ( 5'i' r.) (B-;) 91)6 (f.U;--!) (2U200)'(f/+2i

~ j\ T total Ia:ii;g thiw t’uims
( 70- t o  7 V

3699^ 290h2 "^^25' 6352t«

7 ;: Oiitc.ide nonorily intorctitii 
in 5uu;>iiiiarv coni]ani(;s.

76 Goodwill.patents,trade markr., etc .
77 I'lD.of oruiniiry sharoa itisucd

DHkiVin; nciUUHS
Ito ' Net v/ortli 'ir.yof̂ ' 1971-0 (53't6) 252'
TTT" ^/orkLiij; Capital j . (650; ■
y..> E'|uit;/ ;>ti;ircholder;. fiuufe !: i ■\ŴkV, V)7'>0 •!r’ I'-i l
8T ~^oTa I niii.c (.(Tan;'] bl u ) 1' ' 9) i,: i w s w 108726 997; 7
?u (’af)il.aj. (jifiployed y\hc)o 3699 -̂ t’96^2 Hi;.’  ̂ 6 2̂1

r; Opi r it.inj- ahtitita ( ' >9'i 7821A 110 35^ ■1087̂ 6̂ 5^7 ; i*
Liquid ui>sets i(>63l 3 f6 >
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Jii’i',: ri jiu'  i/r;).

220 .....................
AJfMraUkl'.-III,

Viilue(t trends' over 5 yrs)Kef

A

B

C

D

E

u I F

a>
i‘<

u IIlii

9

fi I

f * T

[5 I L
V. •
ijip. M

.^! M
" I  

1_ _
0

Tiki
I*! I
S I-----

^ I .

UJ
(U j
u

iQ

<-.) 1
K. •

Dijr i  V.. Lion

■53

"10

IT)

■S5

32

T

10
'ST

S7+33+59

uO
T T

69

?i>va
“ 5T ~

37
2¥

I T

h'lLi
T W

f!*nn !.,j1 (.t  p ioy(  •!

.ju]
' a p i u l  omployf-d

riel; I r  . i t i l  I f J ' j r c  tax 
L. ilei. xioo*;,:

Cmc!' ii ui'-; Pi-oi'i L ' —ji
Opex'cit m g

Added v a lu e  
bpii'i'i.'t int; aiiiiot

Co.. 1 ol ,L.iJ.(j
,n~ckii

Addi;d v a ]  uo/^iTL>;cd

j'ld led vaJ ut; 
No. c'liiployoL'H

Woi-l:iri(j CapLL. i l

S Lot:!:________
Uorkiri(r'C‘i|*i t;d

I'iMdt! b e l . l o r s  
A v .  d iu T y  ;i

l.VO

%
Py.!̂ 0

0.70

1 .37

3 . 1 7

1 . 3a

L i  juid  g; .3nt________
C u r r u a t  L i a b i l i l  ieij

Co il.r i l)ul. iiui 
TTpi~i  Lini • ProI ' i  I

)' i,,o<l i n i  ro; t, c .li l , d  
w'aj) ital  "o/cplo^'^

O rd in a r y  e.irrriiij^ (no t ) 
GroBB Oj*dy. d i v i d e n d

Net pro f i t  aitoi- tax 
Ifot wcrUi

57days

1.75

0 .7 1

1 . 5^

^u.25

T W
/J

39.99

1.33

0.77

i^.58

2.73

^.33

'1.35

^2days

2.01

O.b̂ t

1.5̂ 1

65. 9--

V I .  20

1.8 3

6 6 .13

0, 9h

1.37

%
156 .67

^79

'fO.05

0.77

0.5^

6.29

2-d?

1.57

65daye

1 .6 1

0.61

19 .̂&7

8.63

'u22

3 . 5^̂

6 1days

1 .2 3

0.^8

1.10

198 . bO

1 W

0;7i

13 1

-:3.6o 0- (3

(6

0.7'^ 0.

o.5^'!l.9

h.6-\

59I lOOday
I• I

1.00 0^

0.3't 0.

-  30

-  0 .0

d

27
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Kl(!Ai:CIiw, C  . ' i ; - , . r ;c7 t m c h n i
Mli'iPi.

fUI'AI.’III .mr. IViI.Ui L TD .

A.NNKXHNK-. I l l

Value (8r t ren da  o v e r  ^  yra)
iel' (jerivij ti  on

10+( ' l ' lxV2
M.'j l .ni ' iol  
Lialet.

•X

I 19B5

?8.19

%

37 .8 1

■ W
%

38.66

1 9 ^

“ I T "

3^.'+2

■ r ^

56.86 3? . 3 0

75

'I

!------
o I VT3

i»t

10+(11x3/2

Labour
salet ;

X 100;.''. 28.0,3 37.16 36.69 2 8 . ih 32 .57  38 .

I!;

10+ ( 1 1 xi/P)

Prodii i on Civ."-b.? ,clii
-----------------------------------  x1UWi
S'xIGo

8. 1 3 26.00 23 .'+3 11.2'4 ,1 *». 98

U1o
u

W

16
R(\l) fivtrho.-^d -xlCO'^

i o + ( l 1 x V 2 )

1 7
Tc+rrT:o77^

C c l ]  i<ii%d38l* ov'.Tl.e.K)  ̂ ,----- :■.... ............... . ■■■■■'■ —’X100% .
£iule.s 5. 1.9 8  2.3

_ L

18
iu+( iixV;-

Gener.i]  •idrnn.over’tii'.id ^
~ni7r.77r----------------------- 3. . ;9 7.0̂ 1 2 .??- na
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A I J N K X I U : K - 1 V

FINAKCl-iL ANALYSIS CONoUI.TANCY Ti^Ci'NU.UJ^S - f'.AlXULATION SH£IT.

Nui.i'io (ci,D) ■rKxrii'-: t.JLu;
TAl.A ,Ui 1.AKH

I'roTit nni' Losp /icnumt Infornnt-ion

Ycnr cnflod ! 1983 108<̂
1 1985 19 ft 1987

Ref Accounts Itcns Hf*6
. 1

600 000 vVvv 000

10 Sales 1 6i;8.8? ^ 6'43.88 696.31 626. 9‘ 662.29

11 Inventory Incr«nse + or d(?cren80 - l?.?6 ( 3 . 8 3 ) ( 1 1 0 . 96) <̂8. 9 2 ; ( 3 1 . 9 1 )

3?. Other Income 6.69 ,-:>.38 ?..Z2 2.08 5.72

53 MaterinlH !i.O. Jorts ‘iZO.k'i '103.<<3 5 18 .9 1 3 50 . 7 - 276.01

1'! Lnbour a8 .‘o 10 8 . 19 13 9 .'•’3 1 7 5 .9( 1 8 1 . 0 1

15 1 roduction Overheads 66.?'t 69.32 81.63 6'i.63 "’69’.91

16 H f D Ov(;rh(ifuls - - - -
> -•

'-1 Siillinq )■ Uif.tri blit ion Ovorho?>cls - - - - -

X ~ » Gener/il /ximn. Ovt'rhcnds ? l.6 ‘* 29. So '*9.03 "^o’.35

'V? U(!f) r«'c ifition i.c j. 3.09 'iCo;' ^.83 5 .03

PC - - - - -

?.l Interest
i 6 .r8 ;’.?7 - 22.79 2.06

?.2 Coriiorntion Tux - - - - -

23 I rriforencn tUvidfnil 1
■ 11 - - - -

zh Ordinnty dividoml 1 _

i
- - -

35 Increnuo in rotnlntjd onmitigs nml 
reserve s.

1 3'>.C9 i.-’ .i3 ( 50.90 ) Pl.Si*
I

UKlUVliU FlGUKli:i l><;ri vntion

30 Totnl lUivenue 10 + 12
i . .

66.'■̂ .'.0 6'‘6 .;’6 6 9 9 .13 :29.02 668.01

31 Averngo daily  sales 1^10 V  365 

10 -  13  i  1 1

1..”0 1.76 1 .90 1 . 7 2 1.81

3P. rtdded vnlue s.
^36.62 66.'('t 2.7.i 1 35'i'.37

33
1

Contribution 1 ini i i - ( i ir>)7'i.66 5 9 . 1 1 ! 6 7 . 5c: ( 1 6 .08 ) 96.31

3't Operflting 1 ro f it/LoJi.'i [ io + i i - ( i ; )  to IV
1

'1 5 . 1 3 7 1 . 1 0 (I't.OC, tS.'.c ■

35 Not p ro fit  beforu tnx 
ntui- i

i
[ 3'»+12 57.0'' '17 .5 1 ! 73 .92 (6%0^ 61.6 8

36 Net p ro fit  n fto r tox 
aDd-iutecQtt^. ')5 -^.l-W

y/.o^ '•7 . 5 1 ! 73 .9 2 ( 63 . 03 : 6 1 . 68 '

37 Ordinnry en'^inge 36-23 - - - -

3' Cash flow ;->.5+19 6.?'f 37.98 16 . 1 5  ( 1*7.07) 26.07

I,'i9 Cnst of snlcs i3+ :'i+ ’-'"- 1 . "  i> r7 .n “ 577.11 62 '*̂ . 81 ii+3.021 5^ 5.98
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Finnncial Yoor 
ending (Into

Nome of Conpnny Tf^- M'Lti

[nfo m ation

Vî n f If'fii* i <’85 19 86 1 ‘ 9 87

Kef Accountii Items ^Novl,■u / 000 0(X3 000 000

5oj Lane: C: Bid. (a t  coPt) ( i )

51 I'lant i- l*lnchinerv(nt coBt) ( i )

5?. VehicleaCnt cost)

53 Interaot in other coni>nnies 
(associntod with tho trade)

5'- Lonf) term invGBtment( not 
OBBc.elated with tho trade)

'1'

55 Dep)-cciation to (Into

VCT/iL KlXlib T/\N(UMLli ASSliTS 
(50 to 5'i-55) ;7.71

1
/1.56 111.67 9 5 .7 1 1 0 3 .7 1

57 StoclTTrnw mate tin 1 h) ----------T k )------------ i.'!5^6P 70 ■'4'7:89~ T.G1 ' -

5C Stoct;(./IF) (k ) 111.11 13 .0 2 1^ .7 8 11.95 -

59 Stcc!c(f\iiished aoods) 't.11 ()006 1 1 5 . 2 6 66.3'+ 3't.'+3

6? >t^^^TrrrfHriT7ri
T n 'le  dcbhoi-E

'.6.1'+
7^,86

■;6.P6 3'48.52
217 .8 8

,15 0 .5 5
13 3 .9 3 16 6 .77

6l Carh '37 .08 32.58 1.66 0.^,2 01.0

o; OU’.ar ea s ily  iv a lisn b je  nssct.s j3L'..60 78.50 99.23 1'(9.8^ 15 2 .3 7

•'O VCT/.L C’JWiSirf ,'i£S:;XS (5 '’ t< 6r>) 3 3 3 . 3 . ■M 867.8? 561.00 '1 5 1 . 19

6^ Tax cue 93.07 92.57

"■B5 in tcroct due on lonn !
1 ,

Bnnlt overdraft 71.T6' ^7.% 7b . 38

67 Uiitiilands due ol.lier lia b a lit ie ;: '*67.6,? 2 17 .0 8 17 3 .9 1

Trade cred itors !
) ?31.01 27'+. <+0 16 9 .35

~6^ lOT/.L CUlUuiNT LI.\/jlLI,I''JJiii(6't to 68) |3l3.'t

I39.26

i 387.' '1 863.36 602.0 1 '+19.6'+

70 Isisuo ordinary shnrea 39.26 ^9.26 39.26 39.26

71 Innusc'. preference Hiifros

72 Long tferm loan, dniir ituros, etc. - 6‘i .80 86.5'* 99 .71

73 Iti^tninod onminys mil reaerv h 55.1V 3 'i.oy 1?.13 (50.90) 21.8't

7'J I'dV.L LONG FUNDS (7f to 73) 9l4.<+0 1 1 8 . 1 j 1 1 6 . 1 9 7'i .90 160 .82

Uutaic'.o mii.C'rity intoreB'n in 
suboidinry com[>aniiea.

76 Ci)oc111 jpntuntt, tr«dt':!'' rka, e tc .

77 Number of ordinary nlnros isnued

D2;;iv^D KKiUKii; Unri va tioti

80 Not vnrth 7H71+73 73 .3 5 5 1 . 3 9 ( 1 1 .6'+) 61.10

1̂1 1 ----- '•'or’ting Capital (i')-6o 14.87 'f6 .58 <4.51 ('+1.01) 3 1 . 5 5

82 Etjuity 3harehol(l< ra funda 70+73 7 3 .3 5 5 1 .3 9 ( i l .6 '0 6 1 . 1 0

r - To t -1 ri a se t (■•, a 11 ■ 1: b 1 e ) 56+(i3 3̂ 1 tP: 5 979.5'+ 656.71 55̂ +. 90

PA Capitf; 1 employed B3- 6') 7?.'7. 1 1 8 . 5 1 1 6 . 1 9 75.0'+ 160.99

85 Operating assets fi3-v53+‘i':; 3 9 1 . 0: 505 . '5 9V9.5't 656 .7 1 55*+.90

86 Liquid agsetiH riO+6i+6r! ■'99.5't 173.'+: 3 18 .7 7 28'+. 27

ICI'OK-ANT.-Chorl- thnt . '5
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M0KiM0to»J0 T6X- Mi Its
v,->lno( tnmc's ovc.-r !> yra

|i<of B«irivation Batios

/iMuFVUS S; - '
ANNEXUftE-IV

Nrne r»-T t.'ic conpnny 

^Tl* ^^.xTilnaaticn o f ra tio s

ocoo

-icr
m

10

not p n if lt  b'ifnr-'  ̂' .
cnnitnl C!riployi;ci

■;|8.53 6i.7.?(S3i4;f>) : 
1-0. ?6

snln.s
ciipitnl i;npl 'yed

.od.'i5

ni!t yrnfit hofori! 
SflloH

tnxX lore;
o.

6.C

.37 lO.L

8.b6

(1C .o'O

' rn c.ap.trl

vJiiniUn t.:nnovor of 
c,->ritnl -  minb.jr o f time

% pro' it  r.v^rgin
9.31
GMirlo to r.'an/ijerif'l pcr- 
‘̂ % n n c e  in UHing naaet 
Qvailablo  to nw>nf>g<!nunt

■\li
t5

opi-rntinn prafit 
opijrntiiio ns3"ts X lOĈb

.89 1.2 13)

fi
c.r
uckI,
I

t

Itc

i
ndiU'd vnlun 
opiirntinn nssot 0.Tj C o.c

v;;. +5̂ 1

i2/56

3
;;6

3

Coiit cif Hf'l’ia 
;itr.cl:n

'I. 1.1' 2. 2
't.2B

ndd :d vnlue per i  c,.'
^'69)erntinr assot-use sa les  
i f  nrtdoc' v -luu  not nvni- 
Inblo . I'.ici; Botlon o f nsnot 
utili.sn tlon .

addl'd va i Ui;/fi xi,;il .Ts.-'.ot

at'i< I’d v.Tluc 
no. cnpl r)yc(.'.s

fixii'l .isset 
no. .'Piployoos

III! icnt^a tu:''.ovijr ol 
atoci:3i
ngninat obsolanco(noto  
365 -r F denotes days o f  
stocks.
U t ilis flt irn  of fixed  
nssets.

U t ilisa t io n  o f s t a f f  fc 
labour

Indicntas 'vhetber cap ita l 
intensive.

K 37->-5fi-f59 
8 1

L ■ —
l o

3'-

I F

"jG

7U7Z

' I '̂ 7 
I W

)6

snl cy
working cap ita l .3 1 13 f’O

i:A. 52
50.9

ili^h rnto indicntria . 
nvRrtrnc’.ing-low  rate  
in i'icatrs  p 'o r  use o f 
working c.?j-itQl

stock
w<Tking c{*pital

triu'o iV;htorsRK. 
av.i'i.ily onlos

ciirriint a.ssnta 
ciirrc.’nt lia b ilit ic is

051 12

li(iiili*. asnot 
-.urront lin b ’ lit io B

2 C

J3. contribution
' 34 operating p ro fit

high rete Indicates  
vu lnerab ility  to trade 
fiuctuntl-.nc and cash 
shortage.

77. 2
92 .

Col liicticn p jriod  days 
cr'id itn  allowed to 
''eb to rs :in (’icotes cap ita l 
tied up.Use so les on 
crndit i f  cva iln b le .

1.0( 0.
.C7

Cur. rn t’ o Cv’r . 1 iahi 1 it ie »^  
must be paid from current 
as.octs.
-ra t  io ?. + onti sfnctory.

0.3 t7
0 . 7

fixed intcrost capitTTF 
capital ftmployoot)

onlinnry earn Inn (net) 
gross ordinary diviii*.'ni'

‘ profit a fto r tax
net worth ' '

.6:

.. .1. __

6't 'P

shows whGt''.Gr su ffic ien t  
cash otc. to iiay creditors* 
l!/iti ' i  + r>Qtiefactory, 
saloa v-'l!~.arabi 1 ity -
«Jiov'S < ;:tond o f coranit- 
iiiont to .fix ir'. ovorhfiad fi 
'lenco vul ijrn b iH ty  to 
f a l l  in orlo
"Financial (;onring"

Ord. Hivia jn (’ cover-showa 
how coripany can maintain 
('iviii;nr' vii(’-  should be 
■.tt>r>\lt ?,-------------------------------

01.
;.'!\o'/a p ro iitr .b ility  
s'lar.j'ioldoni cppital 
eaniiigr t.oyor fro 1 iiharc- 
hnlf!oro ''iow
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‘T -

vn l\ i ' (  > i i o  da oviir 5 jrrn)
fJnmo 

o f  company

Rc,r Deri vfl tion Et/iti os V- ' *9
r̂ ! P?

19
86

19' Explonntlon 
of rntios

13 meteriRl B.C. rK'rts
(\JO’) UN r-

ON• KN
C

lO +U  1x3/2) spies + se K\V13
rvj -d- u\ITS : 3

/I I'j Inboiir . r
•

KN

ON o-CTN
IT\
O -1-Kn Cont break down

1 ■-'+(^1x3/2) sains + se’ • (T̂t—
•

to

15 nrof’uction ovorhoadn KN (\J K- h'N
Note; s e 'i s  the 
sales vniue 
equivalent o f th< 
incronse/dncreaBi

)+(l, x /̂2)  ̂ X ll-AJTo
eaies + se

1 » o  • f ) r~

IN
C)c-

IN•r~r-
•

oT—

VO•r~T—
in Btocks,Qoti-

16 H ' U Overhead _ / nated by adding
V ic+( i i x 3/?.5 sales + ae 50»i to item I I  

to cover on-coot 
( incroflBft+decr-

4 f 17 □(ill in g ,(lis t , ovcrhf-nd cas(i)
w 10+(11x3/2) sa les + 30

1

IC otjneral ni-’mn.ov('riu!P(l i,-
1

X 10+ (11x3/2) cries  + se a\

? -i KN

C O

•
0.1c>• &•

V.1
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AMNKXUHE-V

FINAHCI.iL ANALYSIS CONi.ULTAWa T iiC 'iN IW G  -  CALX:ULATION SHiiiJT.

! 4 U A D : ; n W  T  X T I L i  M I L i > 3

TAl'w. I.I LAKIl

1 ro f lt  nn(1 Lonp /iccpunt Infornntlon

Yii«r (mdod 19 G3 19 e'̂ 19 85 1^ 19 87

Hcf Accountrt Item ]
1

DtXO ■GOO OOO- ■eoo-

10 Snles i 'j7%77 GV\.% :>2b.C7 6.-7.S5 5'i8.17

11 Inventory Incronso + or dccrt!OH(! 1
.4

(o .£2 ) ( 1 . 96) ( 8 2 . 9 1 ) ( 76.20 ) 13.5'

12 Other Incomo rj.£ 2 2 1 . ’7 1.<'3 6 .28

13 Materinlfi H-O. 1 arts
1
1I <*2't.36 '♦1 5 .8 1 37't.11 320 .6^ 2 5 7 .35

lli Lnbour bh.f.^ PjI .07 9:,.rc. 127.5f' 1 M . 5G

15 I noduction Ovorhofids 63.^0 63.70 66. 79 .73 7̂ :.. 66

16 U C D OverhondB

17 iie llln g  E. D istribution  Ovorhunda

IB. Genernl Admn. Overhends V .? 0 yO.08 ICO.-lb ■y:.19 9 1 .9 -

ri9 Depreciation 1 .7 0 ?.30 2.i'+ ft.T?

. 1
21 In terest i i-1.1C 3..7h

?,2 Corpomtion Tnx

23 1 rnferenco dividend

?A Ordinsry dividend !
1 •
i

35
•

Increase in rotnlnod OBmirigs nnd 
rtservfew. ’ r , •

(O - . 16 ) (?-■:.52 )
lo;

( 10 7 .93 ) :iC6.o; ) ( iG8.<

DKHIVlil) FIGUKiiS Deri VDtion 1
•

.30

) ;■ ;i , ( . •. 
jXotnl Royt^ua,,^ , ^

/  . ) 
10 + 12

)

1
6;'7.99 n''3.o!: G;'o.,-?8 55**.'*5

31 Avurngo doily  nnlea 10  363 .... 1.6 8 1 .7 2 1 .5 0

32 Added vnlue '1 10  -  13  - 1 1 l'*9.53 196-79 09.65 230.9** 30‘♦.36

33
1

Contribution ^ | lo i  i i - ( i3 + t 'i+ i 5n.9** i 73.14 22.S'* ‘79T 7T

3't Opcrnting I'rof it/LoflS ^
r - ir ' . 11,'

l o + i i - ( i 3 to 19 ) ( 1 . 28 ) 20.06  ,,(27 .02 ) 7 1 . 55 ) ( 1 2 . 27 )

.35• Net p ro fit , before tax 
n n d 'In t e r e s t '. ‘ •

1- . ■ \ f .
'^W l2>' ')

13.5''- 3? .'19 1 (5 .65 ) :69.92) ( 5 .99)

r,36• Net profi.t a fto r  tnx■ , I 1 ■ 1 ' 
nnd in terest. ' lG.3't

" ' ' ' \
33. **9 K 5 . « ) ;6y.72: (5.9^'>

•

3.̂
 ̂ •' 1 . ( . I , 
0*fdln«t^ ennino" 3<i-23 : «

1 ■r 
1 ' Cnsh fkiw' ’ . ■ ■ > V" , (C l.;." ') (G9.22) (105.''-') [CI'.OV (iS ’ .'i?

' ?01 Cn it of rinlc g
Tfrt T n»-, T 1 ? 1.r... »**•■ ■ . ‘.XT*■n------------- ^

jUjmO"] ' '6 " . 'to
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Flnnncinl Yenr 
cndintj dote

. ain<j <■ :r Conyviny
,

,ilr> ■■ ']}, ■' .1 f'lmn t< on

Yon r , r>-. i If'"/, IQL... 19 ! i9 f7

Hef Accounts Itfims (Noti". 1 » rxx) ono. 000 000

50 L(int’. C: Bid. (n't coHt) ( i ) 1

51 i'lan t C. Wachini;ry(n t cost) ( i )

5?- Vohicles(nt cnut)
53 Intoroet in other conpnnii^B 

(iissocintod with tho trndo)

5‘ iono tottn investmtntC not 
BiiBociotcd with the trodo)

0 .35 0.35 8.5<’ 6 .0 3 6 .0 3

55 D<!procintion to dnta

5<'i

'57

TCTAL FIXiiL. T/\NGI)JLii; A.iSCTij
(50 to 5'i-55)

Stoc::(raw nntcrin lh ) Ck)

?6.'t9 't;^.39

L9V?:2

<+5..'̂ 6 

u7.39‘ ■

6 1.3 9 93.69

TiT*:37“  ̂ ■

.. 58 St.oc!;C/IF) (k ) 1 15 . C6 15 .6 2 1 1 . 5 3 10.7** 7 .9 1

59 StocIc(finishod rioods) i G.2P. 93..■’a 17 .0 2 30.56

60 Trnde ':l6btors(4-t'««--»>r>«><‘i-tM-ett 
£ca--Jiea.u^Ujbi«) Tr.'rdn deb tors

iitorer. > sphrros 79 . 5c V ‘9.6:
16 . 2:

2 V 1.0 1
15 .9 3

13 1 .0 9
18 .2 7

V*! .c t  
32 .38

6l Cr\ nil 9 0 .2 1 '*9.32 6'+.35 6l.<*3

62 Other ea s ily  r>!nlienblo Jisaots 16 3 .9" iCr^.lo 179..•’ 8 1 7 1 .9 1

63 TOTAL cuiuiaiJT ASSETS (5V ftj 6r:) i 619.6'* '*55.17 h?zJrd

Ĝi T(\x Ciuo 1'+6.69 I6't.7 j 13 8 .0 7 V '-O ? llkS.98

■^5 Iiitoros t due on loan 1
M, Bjink overdraft i 56.1'i 55 .56 55.’*"

67 01,h-'." l i u . a l i l i o : jo6 *02
519 .8 9 i'iO .'‘9 38 1.0 9

6fl Trni’.o cred itors I 'r j .io 0.08 2 2 .1 5 13 .6 9

69 TOTiX 1CUiUuiNT LIAi!IXirHiy(6't to 6fl) J.589. 1 3 7?'*.1o 623.62 607 . 1 s
70 Iiisiie ordinnry Bhnres 20.00 2C.00 20.00 2C.00 20.00

71 „i,.r^oa Q«vt.AdTance Equity 13,22 ■fy.22 ir/.22 6 3 . 2«» *♦5.95

72 Lont term lonn, dciinturosjotc

73 Hi tfiincd unmings rtid rcservi s |8 3 .16 1(72.5 ?)(107.9< ) ( 18 6 .0 3 (188.24)

_Z!‘ i'CT;.L WNG TbhM FUND.S(7( to 73) 50*9‘11(35.3 ))  ( 60 . 7 6 ) (102.79) ( 1 1 2 . 29 )

75 OutBi:’.i3 mitiot-i ty int<irC;s*n in 
BUbsidiory canipnninjH. i

76 Gootfvdll ,potents, tr.-uK’if rks, intc.
77 Number o f ordinnry ril’ViJs i s.'MK'd '

D2;'.IVi£D KIGUIvtSl- l j : l i  . .

80 Net vwrth ?'+7l4-7'.
( ) (60.76) (102.79) (113.29)

m Wnr'^ing Cnnitfil 6 l-C'.l' (6 y .7 8 )^ 7 8 .o 4 (1 l‘».5^ (168.'*5) ( 18 3 . 76 )
82 Equity ahareholdora funds 7"^/3 (^ 3 . 16 )^ 5 2 .5 4 >(60.76) (166.03) (168.2*1)
83 Tot-,1 c'.sset(tnnfi-blo) 5')+<v3 W . 2 0 P5 3 . 5 1I 66'».90 5 1^ .5 6 5 1 7 . 1 1

Cnpitcl employe 1 R i- o9 (: ?o.9‘*)(35.3cf)(6o.76) ( 1 0 1 . 0 3 ) ;i15.09)

B5 Op<3rnting nssots B )-(53+5 ':) > )^.85 I353.id 656 .38 5 10 .5 3 5 1 1 .0 8

-M LiilUid Assets 6( t+6i+r>:: 2 ’•♦.78 j;?70.y<j 233 .8 9 261.9H 265.72

IMJ-'OICANT; Chock tlint 1-75
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A

Uerivation O/MioN
v«um*v '.I > i J

1983  198  ̂ ' 8 }̂ *8  ̂ 'fiTi

ANNEXURE-V
iJnhj o- t.'.e conpnny

n o f rr.tloa

«
wr

n''»t p ro fit  bofnrn tr:; 
cnnit.Tl CTiployiMl

an 11“ B
c/i|il tn 1 i;nploy«!<l

Nagativa wdrkiig ,m on cnpitnl

r

..i>:’ii' 1  t.iBn-)Vor nf 
c « '-itn l -  minbijr o f time

fi
u

I
cV'.u
Ci

£
.5

10

i

— i2-

32/56

'i(') 
' 3

•>0
FT

K 57>58■̂ 59

ufj12,

w

l o "
3 ’.

r

a
f)

O)c

I T -

. rift Hmfi^ hpf(ft-i!
*Hn 14»  % " 'r..

~̂ 0|n'tAtingVr<i.fit
VO

&

G’lide to Pfinnr^erial per- 
fomnnca in using nsnet 
n va ilab le  to mrtnngnnont

nd(l(!(l vnltlc! ’’ 
opcrnting nnHot

■I - t  !>\I O' I’

CoHt of snleB 
Ht/’CT.a

artdciJ viiluc/fixiHl nsHct

ni'ii oil vniue 
no. i!nnlr>yp«s

fiyix) AWHiyt 
•no. tipiployeos

sn 1. o s
working cnpitfil

stock
wcrking cfipitnl

trndo f'l-htorsccK, 
nv.f'f.ily  snlos

current .la.sota 
ciirn-nt 1 inl)i 1 i tiisa

■ i i ’I’iii! •'̂ snut
'■urront l in b l l i t io s

23
3'i

contri biitloii 
oiiorntinf, n ro fit

fxxotl interest (.nT^l;^r 
ca^itnl ftnpi

i f ()■ <lin.<ry onrnlnfi(n(;t) 
OmiiS orilinnry vj (ii nt!

not p ro fit  n ftor tnx

o

nddi.'d v.tI uo por  ̂ ol 
operntinr nssot-use sales  
i f  ncldei: vrlnu not nvni- 
Inble.lncl'cation o f  asset  
u t i l i s a t io n .

KN c3

Inricntus tur^iovur 01 
stoc!:si high rcitc ij>»*iixla 
ngninat obsolonco(note 
365 T  F danotea days o f  
3tocl;.s»
U tiliB flt irr
nssots.

-jf fined

llti Iiaati'in  o f s t a f f  £t 
labour

InrtIcfitf.'n 'vtietlifir cap ita l 
’ nteiisi ve.

s

not v/orth - X locr̂

ili'.h rate indicatoa . 
ovftrtrac’.in g -lo ’v rate  
i'l'.icat. s p -c r t!s<’ o f 
working Cci-i '̂^nl

high rpte i i;;icates 
vulnorfibi l i  ty to trade 
fiuctunti • no and cash 
shoi~tane.

O'

)S
f\J

Collocticn  period days 
cnsdita allowed to 
<'ebtors:Ani'icntes c a rita l 
tied up.Uso sol lie on 
crodit i f  av fiilab le .

00 OnVA

Cur. rn t'o  Ci’r. 1 iab i 1 i t i e *  
must be pnic" from curnint 
asr.cts.
-ra t io  ?, + nntisfnctory.

J-

shows whetior stiffic ien t  
cash etc. to ;v>y cred ito rs , 
l^ntio 1 + so ti cfnc tory. 
salca vulnornbi 1 i t.y-
sliows i:xtonri o f comnit- 
mnnt to fixucl ovorhf-ad f« 
honco vulT .'rab ility  to 
f a l l  in nrlo
"Financial fjonring"

Ord.Hividt'ni’ covur-shows 
how coi’ipnny can maintain 
(livitl'ind in if>  ahoulH be 
abaut P.___ __________________
Shown profit.-.b ility  
sharo'ioidorii capital 
onningn povo:* froci r.haro- 
hoi dor a point o f vit'w,

Dhaka University Institutional Repository



5 ’ I I I

value( C. trands over 5 r r s )
Name

Ix f l.‘c;‘i \ration En t j. o s IP
83

1 JQ
84 % %

Bxplann tion  
o f ra tio s

s II
'.0+> 11x3/2)

✓1 t

sr.lo» -f ’ wj*  ̂ ^

4“r*•
<

•
or-•
f :

•s•T*4TN
*•

— " -  “  t
s£> & Rl•

00*-

û
a © Coflt brenk down

T 10+(11x3/2) oalos + •r-
r._

•r*.s= S lArv

U 15 nroc’uction nvr’rhfnd.s If O'" •
vrt T“(N.

*T*A
Note t se' is  thie 
flA 1 pfl vn 1111^

10+(11 x3/2) snlen ’+ sfT ’ • •
f- oIr“

•r\jT*
•TN B<>X“0 V n X u

equivalent o f th« 
i nc rn« se/d ec rea a(

16 K ' U Overlipnd .
in  stocks,eo ti- 
n«tt*d by adding

V
lC+( 11x3/2) calea ,+ sc/ 1 1 1 1 1 505o to item I I  

to c.ovnr on-cost 
(increase+decr-

17 se llir io .d i^ t , ov<‘>-iit'n J r 9 i '
- —~i ca.se)

w 10+(11x3/2) sa les + se*
\ \ * /'

1

~i1

1
1

1 ■ 1 1

l8 (lunoral ai'iiin. ove i lu’nri t*
8̂«
4*t-

€0X
10+ (11x3/2) cries  -H- SI?-* -  -  -

X -
%
KN 1

o•
ON

•
VOt-
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ANNEXUHE VI

FINM IC IaL  AN/.LYSIS CONiULT«NCY TECHNIQUiiS -  CALCULATION

SATRAMa TEXTILE
Taka in lakh

I r o f i t  nnrt Loss Account In formntion

Yenr onriert j 19 83 igB4 19 8 5 l%6 19 8'/

Il»>f AccountB Itfn s 0[X) 000 000 000 000

10 ;>nloB ' ^̂7 5 .2 8 530.96 523.56 588 .23 5 12 .7 9

11 Inventory IncrenHO + or <1ocronH<i- 1 (2 .77 ) 3 .2 2 ( 7 3 .0^) ( 80. 7%1 7.3^

----- r
1 2 '

— ■ —  ......  ....... I
Other Income ‘ * ’ ‘>♦.05 13.79 *.7** 1 . 7 1 2 .8 9

13 M ateriols fit (t.O. 1 a rts  j JO't.OI 309.60 325 .8 6 308.72 260.33

l<t • 'Lflbour • .' ’ . ' 58 .2 2

9 5 .56

7 1 .6 8 83.87 1 1 1 .2 9 1 2 5 . 1 9

15 •I foductldn Ovcrhoiids ' 57 .50 57.88 5 7 .37 S».83

• 16" H f- D Overlienris
; 1' . ! ; . ^

17 . S e llin g '’f.,.D istribution ' )yert>(ja<lai ,

22.98^'' 'iS . Genernl Afltnn. Ov«;'rViends
: 'r .  ' . ' f ' 8?.54 95.96  ■ ■ TO‘r.7; 75.26

19 Uoprecint^on  ̂ 1 _ m k.2f> 3.'»3 3 .3 3 U.<«6 8. Its

20.68In terest ' ' ' • ' 46.U2 57.22

22 Corpomtion 'Rix

23 1 rrsferonco dividend r . i v ,• • I I I (1 ; I -

Ordinnry ■diviUonil' • ' I 'l. ..

)̂ ( ‘♦1 1 . 1Increase •I'rt Votiimid'' fSBmirigs and' ‘
roservea. , , , , . ( 332 . 9 3 ) ( 3 3 1 . 9^ ) ( 320 . 08 ) (392.6

DKiaVJiD FlGUKlia , Ut-rivQtion . i' - . sV '

3 0 , ,tot«^  Revunuu 10 + 12
b:.’' A . '

<♦79.33 5M*.75 528 .30 509.9** 5 15 .6 8

3 1

32

Avernqo-daily OB ' » 365 

Added vnlue j 10 -  I 3 -  11

1 . 3 0  , 

16 8 .50

1 .‘*5

22^4.58

1.'»3 1.61

■19 8 .77

1.*K)

2 » . 8 o

33 Contribution *1 | lo i l l - ( l3 + l '! + ] ;) 10.16 88.96 12 8 .9 9 3 5 .2 2

3̂ * Operating i r o f i t  1 1 0 + ll- ( l3  t« 1‘ ) (12.82)
1

1.i*2 1 3 3 .0 3 169.53)

35 Not p ro fit  boforu tax
f3'»+12. ’

(8 .77 ) 1 5 .2 1  1 37.7/

1

(67.82) (7.39')

36
I k • • -1 \ f ' \ 

Net p ro fit  a fto r  tax
- J iiTfcrn»U . . . 35-21-2?.

(8 .77 ) 1 5 .2 1 y?.7? ( 67 . 82 ] (7 .8 9 )"

37
; r’

pc. 'l-|( 
S3edinnry enninoa *3fi-23 ■

! . .■ J

1
1

I Cnsh flow J , J. 1 . ( 328 . 6 7 ) 3 2 8 .5 1  ( 3 16 .7 5 ) (3 «8 . i ( ) (<*0 3 . 1

: '•■‘3 C'.N', of soles . '■ ‘♦U2 .0 0  139^.57 553.01 Mf8.3i
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Kinnncinl Yt.’or Nnmo of Cotnpflny
cncJ’ tig (Intu

iJnlnncc IJhuut In fornntion
•__ _ .

Yonr 19 83 W 85 1986 1 198’/ ;

j [<ci Accounts It<>ma (Notiis) oco
1
iooo 000 600 000

5ojl.anC/C: cost) ( i )

i’lant C. i‘lftchinery(At cot;t) ( i )

VehicleaCnt cost)

53 Inturast in othor conp.nilcfH 
. (a a ^ c in te d  with tl.( trndi;) 1

5k Lono teiin investmcnt( not 
aasocinted with tne trade) \ \e.27 5.?/ 6 .2 7 6.27 6 .2 7

5!5 Deprocitition U) dntu ' •
i- ....

1 TCT/iL KlXliU.TAfHi] MLli.A:iSET:i
(50 to 5'»-55)

1
58.86 5**.59 5 3 .2 5 5 8 .7 1 67.97

57 5toc!;tr.5w pintRrlftl s) ■■■■■ (k ) 26.57 78 , ..52-.?5; T 77 ĉ '  ■

5fl Stoci;(./Ii') (k ) '♦.80 3 .0 9 8.20 8,24 6.89

59 Stock(fiiiished gooda) 6.68 6.89 8 1 . b** 0.90 S. 2k
60 Stereo 8t sparea 55.'^9 **5.75 48.70 65.46 88.59

fflxUjfii-iJfiLljJ TrArtu rfuhtora . 15:85 ■26 :55 ■2s:?2— 29.59 'W .79
6i Cflsh

• 82.89 '♦2.21 102.97 9 9 .18 17 .4 9

6;j Other eas ily  ren lisnblc  nsscts '♦7.02
1 ‘♦Q.gi 49.79 7 5 .0 7 52 .9 4

6-3 VCT,'.!, CUmiSfJT ASSETS (5'? io f>?.) 2‘*3.‘i ? 2'47. ♦3 365.6( 3 3 5 .4 5 26 5 .0 1

6̂ t Tax cliK! - ’A .  97
i_

*♦6.83 100.46 10 0 .6 3 100.41

■65 Intoreiit due on lonn
4______

Unn!c overdrnft 10/02 'p.'02“ 0.02 - -

67 l>iv»^enria riue 'other l i a b l l i t i e 1 3 7 7 . ;i3 3 i. ^  37‘*.9' 3 8 1 . 14 2 6 3 .8 1

6f? Trnd.e cred ito rs J3.63 1 .8 5 21.44 20.**7

69 TOTi.L CUiUuiNT LIAiitJLI’I,tiS(6'» to 68) V6 .3 7 ‘♦12.2̂ 1 ‘*77.27 483.21 384.69
70 Issuo crdinnry shflrea 38.76~ 58.76 38 .76 38.76 38 .76

71 113.'*5 1^6.2i 2 16 .2 8 >‘♦6 .2 8 302 .59

72 Long tarm lonn,doiioituros,*itc.

73 Rctninod camings e.nd r<>serv<a ( 3 1 J.98)( 329.9‘ )(307.13 1 ( 3 7 1 . 2 1 ) (411.61)

7'» ■ T0T;.£, long Tfi/IM KlJNDS(7r to 7 3 ) (16 7.VVX 11^.6; )(52 .09 ) ( 86. 1 7 ) T4B:83)

f'j Outoiclj mi:<c!ti.-ty int(!rn«>B in 
suboicUnry compnnios.

• ■

% Goodv.i 11 ,potents| trndo-i''‘rA i, e tc .’

77 J'liimbjr o rd in »ry  al-irea'ilsnuod .

Dil'.IVaD FIGUKIJ.’- . Dorivnticin
flo Not v.orth >>+■71+73 ( ' 67.77 ( (n 't . .2 X 52.09 KB6^r?) (48.83)
Ot Wnr'.fing Crtpitnl- 63-69 a 32 .9 0 (16 ‘̂ . il)(111.£ 1 ) ( 147.76 Tri9 :6BT”

fl2 Equity ahnreholdi ra funds 71+73 a 8 1 .2 2 1( 2 9 1 . !3)(52.0? )(86 .17 ) ( 70 . 26 )
r ■> ’’'ot-.l ^£3':ot(tfinniblo) 5<")+61 y 2 .3 3 103.02 J»l8^1 394.16 352':9r ■■

3^ Cnpitr.l employe^! (■ 67.77 1( 10 3 . )5)(52.0t ) ( 89.0 5 ) ( 5 1 .7 1 )

■P5 Opcrntino nssots fiT-^5)+5'>) 2'.16.06 !96.75 412.64 387.89 32 6 .7 1

S6 Liniiid ansete 6( ^ 61+62 0 .7 6 111.^7 v n M 203.84 1i 4.22

.ĵ T. Chori' t*’nt
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ANNEXUHE-VI

tri)n(\s ovt.'r 5 yro Ntic o '  t>-C conpnn”

Ut r l v ition ilntios

i

m

n^t p ro fit  bofor>
cnpitnl cni[)li>yoi.i _________

an 1 <! 3
ctipitnl i>miUnyc(l

4 i S i ft

UN

Explnnnticn o f rn tios

retym  on cap ita l

f.nnuls tiinrvjver o f 
c.ipitnl -  nunber o f time

.C

c
g.

.■s

10

i

■Jg . 
57+5!'+59

32/56

- a

3

1C
fTT

nut rnrifit tifforo tnx 
snlo.H

X K)o;b
• o p e r n t i n o  a s s ' - t s

n del lid vnluo 
o pe r/< t i n f| n us ot

Cost of anloa 
»t/̂ 'Cl:3

nddcd value/fixod nssot

nf'n'od vnlue 
no. <!nploy(‘(!s

' f i X O / l  f l 3 !<Gt 

rto. onployi!t!s

-• 37+58+̂ ,9
iSl

L ,■
3'-

&

sal os
work inn cnpi tnl

stock
wcrking c{»pitnl

t r n d e  fU‘ h t o r , s 80 C. 

nv.f'j.ily  snltiH

curront ns.siita 
ciirront l in b i l i t lo s

86
"So ; linuif! pisant

".urront l in b iU t in a

L I J[3 control Ml TforT '
yi opornt.ing ni-oflt

71+72
\ ~ W ~

f ixo il in te re s t  c n p i t a r  
cnnitfil fttnplnyoocl

'■i I onlinnry enrnlnp(not)
gmsH orditinry r'ividi:nd

net v.'ortli

cj IT> % p ro fit  margin

8
tKN

lACNJ

i

OO 00

G'lidu to pnnnjori/il p e r-, 
fomnnce in using nsset 
nvailab le  to mnnngonent
nddr.d vr.luo poi- p o f  
operotinc nsset-uae anlea 
i f  nddoi" v -liio  not nvo i- 
Inb la . Ind.'BQtlon o f nuflot 
u tillu n tion , 
iiu 'icntus tui-i'iovor oi 
.atockai hioh rntc 
ngninat obsolonco(noto 
365 -r F d jnotos Uny» o f  
StoClvB,
U tilis fit icn  )f  fiicod 
nsstjts.

U tilisa t io n  o f  s t a f f  & 
labour

Indian too iviiutlier cap ita l 
intensive.

■ U'-;h rnto inriicfttns--. 
ivnrtrnf’.ing-lc'w rate  
iiii'.icati 3 p er ms<> o f  
working cpj-ital

high rpte incicntes 
'/ulnornbi l i  ty to trade 
fiuctunti.';r.c end cash 
shortage.
Colloction p.'riod days 
cniditn allowed to 
debtors:in ('icntes can ltn l 
tied up.Use aalea on 
credit i f  a v a ila b le .

Cur. rr.t’ o C v r . l i a b i l i t i e s  
must bo pait^ from curront 
assota.
-ra t io  ?. + oatisfnctr'T-.,-.

shows whether au ffic ien t  
cash etc . to pay c rod ito rs , 
llatlo 1 + on ti nfnc tory, 
» mU;o vwlncirabl 1 1 tv -
showB extend o f commit- 
mont to fix'.jd overhead f« 
hnnco vul T jrn'ol 1 i ty to 
f a l l  in arilo
"F inanc ia l oonringTT-

Ord.dividend covor-showa 
how company can maintain 
dividend viic’-  should be 
Lhout_________________

t'liowo p ro fita b ility  
'v'toldoni ci'pitnl 

"n-.iios ^w c r  fron nharo-
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f t-nnds over 5 jrrs)
flame 

of company

Bo:- uuri va tion Ratios lo
83

' jO 
8k

19
8?

10
86

19'
87

Explanfltion 
o f ratios

n mati!rial K B.C. parts 8•
K\Cv r»• •(\i

»rv-

1

s
10j;( 11x3/2) nales + w! 3 IQ

• w 
VO ITS

1 *̂ labour .. T“ & r-on
T”

Cost break down

‘ 10 ;;( 1 1 x3/2 ) trains •+ flf? • • •
<MT“

• VOr* «
00

r

u

1

1 15 r>rn(’uction ovorh«‘adfl -4-v£> S'•r-r-

ĉ .1
Note I s e 'i s  the
n A 1 M « m A 1 fl ft

1
10+ill x3/2 ) sa les*+ sD

«

•r“T-
•

ON
Vv•
K̂ .

■T"

BnlRS VniUe
equivalent o f th« 
i nc roa se/dec rea si

1
i t r 16 S ' U Overhe.vl ,

in  s to c k s ,e a t i-  
matert by addingt

A

V
10+111x3/2) sal OS •+ se • • 50^ tf. item I I  

to cover on-coat 
(increase+decr-

t.f 17 30] 1 inn,clj ,st, overhead ease)w 10+(11x3/2) SnlfiM + 90

r 
f , iR ii(!neral ai’nin.ovor'iefid IN

s •
t-

KO•
r*

X
10+ (11x3/?-) orloH + mi KN

OO•
IT>•
(Nf

•OOr*
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Annexure -V II

FINAllCIiiL ANALYSIS CONSULTANCY TtC‘<NK<UKii -  CALCULATION SHiiiT. 

CHITTAGONG JUTE MFG. COMPANY LIMITKD

I 'ro fit  nnil l-or.s iiccount Information

Ye«r onded 11‘)83
1 . . . .

1984 1985 198^ 1987

Ucf Accounta Itt^ns 000 000 000 000 000

10 Soles 3'46575 303303 ‘♦585^5 ‘♦6208 ' *443678

1 1 Inventory Increnso + or decreoso- |^3300 3759'* 61407 57888 60*462

12 Other Income ^56 1440 2208 13 14 1302

13 Unterln ls H.O. I n rt« i"!133538 157*^20 397'*99 15632 . 179 129

I't Lnbour ^ 108806 13 0 13 3 167̂ 4 2^ 19 3 18 3

15 I roduction Overhends i.9168 76656 78823 119 8 3 11213*4

16 R r D Overhends - - -
> -

17

16 .'

Solllnci G. D istribution  

Genernl Admn. Overheads

Jverhonds ,3 '0 2 ^ 2U67 2530 3 3 10 6221

~8o4T8783 2031 1»f25 - 1589 1

19 Unprocintion 319 2 3479 3^23 372*4 *4016

PC

21

- - - 3V595 32*457

Intorost n 1 i‘»57 j 32039 - -

22 ■ Coriiornti-on Tnx _ | „ - - - m ■

23 IrnferiiiicG rtivic\̂ >nd - - -

Zti Ordinnry diviUimd - - -

O U 85078 )25 Increase in retnlntid onmings nnil 
reserves.

( 15 ^7 7 ) 1( 50186 ) ( 178698 ) (25606

DElilVjiU FlGlJkliS Uarivfition
1 . . .............

30 Total Revenue 1
1

10 + 12
1

3‘*7229 30‘*7<*3 '460733 *463395 *t*4898o

31

32

Averr.go da ily  snles
1

10  -i- 365

10  -  13  i  1 1

91*9

!**6335

830

i 83‘*77

1256 1269 1 2 15

32^ 'H

( 1538 7 )

Added vnIue 122*453 5636*47

33 Contribution loil l l - (  1 3 + l'j+1 5^5601 2'+1'*5) ( 12339 0 )
1 ( 70873 :

■iii Operatina 1 ro f it  1 0 + ll- ( 13  to 1?)i?2l68 (26608) |(125920)
. . 1

( 7U18 » ( 2 I608)

35 Net p ro fit  before tax 
and intorent. 3'*+12 r

35725 (25)67) ( 1 2 3 7 1a) (72870 ( 20306)

36 Net p ro f it  a fto r  tnx 
and in torost. 35-21-22

22268 (1*1816) ( 15 5 7 5 1 ) 77362 f(32‘4^/)>

37 Ordinary en>^inos 36-23 2^268'
(i« l8 l6 ) i ( 15 5 7 5 1 )

1i
(7/362 (32*427>

'< 1 Cnsh flow1 . . :’5+i9 ( 12 28 5 ) 1[ ‘♦6‘*37) ( 1752 75 ) (2523> )(284W 2)’

' ' ' (■-' ;t o f .'falea
1-11 j)

11
T "  ■■■■. -

2V5062 :J27'*'*8 581936 3775*46 *»i^oi«
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Finnncinl Yenr 
end ' I Cl

Armexture V U l

Cui l fLxiny

235

T ^ a  In thoucands

Jia T - ' t  Tnfnrnntion

Y-'Pr i‘> 84 i'> 85 19 86 1 i9 87

Hef Accou>it;3 i coins (Not(!S/ COI 000 000 oco

50 Lnn(' C Sid. (a t  cost) ( i )
[
i

5i i'larit £. K'\chj nf!ry(nt cost) ( i )  1

Vehiclea(nt cost) '

53 Intoroot in other conpaniefi 
(asiiocintod with tlic trade)

y. Uin ; term investnicntC not 
assDcinted with the trade)

686 ^86 686 734 864

sr.

Deprociation to ilnte ?09<*9 ^M*29 77848 81475 84434

'X'thL P'lXiib T.vNGIBLli Â iSETS
(50 to 5^1-55)

tl9765
1

21421 21524 20738 /̂OOO

5V Stoc;;(raw matfirinlH) Tk) “
' ■“

otoc'.; ( JliO (k ) 1

‘ 59 St('c’'. ( f  iiiisho'l good a) W332 156269 237948 168804 173040

>')0 stores l< spares
luu iViail Bad debts J50<t6 ,-!84o8

37‘̂ 19
17416 24721 42807

<1 Cnjih 1081 5vS5“ 13 16 2404 10585

6?; Other eaa ily  n a lis iob le  nsaot.i 158JI 7322 21858 27^17 2f}?n

f-3 VC"AL C'JPv'eUT -iS;5;iT;j (sv t r.r:) 10762'( 221685 323984 2233*+2 2 5 32 11

Tax cuo <4124 3896 34#1 10206 10206

■■65 Interest due on, lo/iii • -

‘65 Bank overdraft >87^0 i V5?6S ■3To9'^€-:

67 other l i a k i l i t l e s ♦07'+9 41471 7332?* 84581 97723

f)fi Trnc’c cred ito rs ‘♦5931 ^7366 42432 17299 14369

69 TOT/.L CUiiluiN'r LIArflI,I''lliii(6'l to (h1) 1T/93S 1986f 2 430372 4?/5^3 502157

70 Issue crcUnary sliarosi 35000 25000 25000 25000 25000
71 rred l i a b i l i t i e s 13i*i i '^43 1343
7r. LtJnQ term lonn. 13099 13'^6o 12460 134^0 2 6 6 11

73 Rt.'tfiinod eaning.s fful roscrvis (^160 ( 5018< >(178698 )(2427‘43) ( 2 7 5 16 1 )

; 1 I'Cl'j.L LONG TK/J'I FlJND.‘>(7i to 73) 3^^82 10383 ( 139895 ) !20%283) T23550)

1»
UuCtii _',3 liij’.I.'I'i ty in torofc in 
■SiiwOidinr> conpaniiiis.^ -

1
- - -

f< J1 -
“ ■— ---- ^------------

Coot v il 1. 7.* i . 'n , tr.ic'i- T rk.s, 0 to. 2^ 0000 ;50000 ) 25000a 2500000 2500000

1 77 NiT.-b^r of oi"djii,Tj-> /.' woh i

j XO. I'li.Ului Deri va tion

! '
1— —f

f.Vit -■.■•rU. ?)+?i+73 ; <♦283 [23843 ) ( 139895 ) (2177'*3) ( 2 5 0 16 1 )

i '•'nr'-.iny C.ir'itnl 61-69  (■ 0 3 15 ) 23033 ( 106388 ) (204201) (248946)
‘m iiquiLy J.uroho 1 il( r.-i funds 7"+73 2< 840 ( 25186 ) [114895) ( 179283 ) 2 5 0 16 1 )
P '' t-.l t.iiir’ bio ) _  12 :"♦39 ?'*5508_. hhobo ;80?-TT -

Sii Car'itr.l employol B')-69 95<»  <4♦454 ( 34864) (• 83463) 2219 '*6 )

fi5 Operating assets «'3 -o3+5 't) ISf >753 i ♦2^20 544822 ; 43346 279347

86 Lii’iiid assets 60+61+63 49< .58 4 15 10  160590 545^^2 80169
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Annaxur* - VII

V.-'’ nr ,'cr 5 v r n NrTio o;'’ t>c conpnny CJMC

IK rl vnii ->n Hntios Jjl.
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m

21
10

n---t p ro f it  bofort^ ltXJ?i
cnnit.Tl oriplr>y<d
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' n ft p rn fit  hcforn t.TX_ 
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on>;r.Ttin;| prof.Lt „ mf,;;:
opnrntinf) nasi-t.i

»

sa'-
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Negiiti' e
t*I

\r\r-
JT\

£ £

empl

so

ICjrplrnntion o f rn tios

e tu m  on cnpita l

..nniUa ti:Bnover of 
c.-iritnl -  nunbi.T o f time

% p ro fit  nnrgin

Gni<1i! to nnnn^orinl per- 
fomnnce i «  usino asset 
Qvailnble to mnnnpopient

iiuac.

■d
«>
S
■2

^1 -

i

<0
û

- J 2___
5V+5-+5'’

32/56

ndclutl vnluo 
operntinv! hsKt.'t

Cost of H.-i1«!B 
st/^cl:3

SO

•*0
VT

nrtdod value/fixed rv.spct
. . r . . . . '( .

ndi'cd vnl'io 
tio. <!nployc( H

fixod fis.set 
no, i;nployi!os

sni OK
workino copitnX liegi t iv

odd :d voluo pur o f 
operntinr nssot-iiae sa les  
i f  nf’:dec'. V 'liiu  not nvoi- 
la b le . Incl.'OQtion o f asset  
u t i l is a t io n .
Ini icati;Q turi-.ovur ol 
stoclist hi(j'n ra to 'jii«nla 
against obsoli;nco(note 
365 T  F danotea days o f 
stocks. _____
U t ilis a t io n  of fixcii 
assets .

U tllian tion  o f s ta f f  U 
labour

Indicnteo \/fietlier cap ita l 
in ton si ve.

lliph rnto inc’icatrss". 
overtrnriing-low rate 
indicati^s p -or iiso o f  
working cap ita l

stock
working c?>pitJil N e fa t l

■Bo"
3’-

trado f't‘htor 
av.f'i.ily  3al<!s

high r fte  incicates  
vu lncrob ility ' to trade 
fluctuation:; and cash 
shortage.

ON

S I '

Colliicticn period days 
croditrt allowod to 
I'obtorsiif-i'icates cap ita l 
tied up.Use aales on 
cred it i f  r .v rilab le .

curront a.s.s<;tH 
ciirntnt l i a b i l i t i e s

Cur. r a t io  C'.’ r ,  1 i a b i l i t i e s ^  
must be pail' from curront 
a B .'.e t s .
-ratir< ?. + nntisfactory .

06 : linui(! pHMijt
w  ':urrc‘nt l i f ib r l i t io s K\

contr ibution  
operating n r o t i \

Na, 50 t i  r

7 1 +7 ^ f ix ed  in t ( ‘r o3t c a p i t o T
\ f'-h can itn l onployood

on linary  rn inn (no t ) 
gross orilinnry I'ividund

*• I 7<r
n^t r r o l i t  o f t c r  lax 

net v;ortli
100̂ g k t i

netwi

iihowa whet''.or s u f f i c i e n t  
cash a te .  to jiay c r e d i t o r s *  
t o t i - '  1 + B f i t iB fac to ry .  
saloD v u l r . c r n b i l i t y -  ___

kulan:
stiovrs (.xtend o f  comnit- 
;l|ont to fixi;r^ overhead f< 
honco vu lT iim b i 1 i  ty  to 
f a l l  in  Dclo
"F in an c ia l  rjcnring' 

oyed
Ord.'Uvidenc' covur-Hhows 
how company can maintain 
flividand vii<> should be
■ P.

crth
j r o f i t^hows p r o f i t a b i l i t y  

sharo'iolders cnp ita l 
eanings ■.-over from nhare- 
hnldcrs p r in t  o f  v iew.
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Annexura - VII

>T5l)
Nome 

o f company

Ref Deri vation , Hntios f,.-

8?

1 C

8 4  j
i S ' ?

110 

8 6

19'
8 ?

Explnnntion 
o f rn ti0 s

13 m-riteriel H.O^ parts 10f«b^' 1 . 5 3

1

1
5 1 . 9 0

1

8 6 . 6 f

3 3 . 1

7S
n + ( u x 3 / P - ) sa les + 8<*

'p I't
1x3/2)

.labour 
liales + «<!

f . 5 6 3 5 . 8 7 2 8 . 3 ' ; i*;

.2^
i.S**

Cost brocTk down

r; nroc'nctioti ov'TliPfidn 1' 2 5 . 2 7 1 7 . 1 J

' ♦ . 2 ; No t(>: s<!' i s the
1 H  S  VAIU G

x3/2) sa les +  3f!* 2 : . 2 7
O f  1 X ^  w  * * * A ^  V
ediiivalent o f t h e  

i nc ron ae/dec rea se

» r 1 ( ) ;i ■ 1) Ov.irhen.l
it\ s tock s ,oa ti- 
nntud by oddlng

V
L0+( 11x3/?.) sales +  s e •• ** • • “ 50̂ 0 to item I I  

to cover on-cost 
( increase+decr-

17 ;inll infii ili H t. ovrrlii^nil —
0 0  s i : )

w
: o + ( 11x3/2) sales . +  SI!.*

0 . « o . 8 i 0.55 3 . 7 2 i . 4 <

18 . i(;rieral nc'nin.ovf'rlii'nii
>  c ? ' ] . ' * 5

I

j

0 . 6 6 0.31 2 . 7 2X
1 0 +  ( 1 1 x 3 / 2 ) ^cles +  s i j *
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ANNEXURi: VIII

riNAWClAL ANALYSIS CONSULTANCY T,>iC 'NlQUi;'. -  C^IXULATION SHiij;T. 

VICTORY JOTE PRODOCTS LTD.
Taka In ihousand

I 'ro fit  Loii.' AccriUiit Iiifo-inntlon

Yenr ondod 19 8% 19 05 1906 19 a?

Ref Accounts Itona ,000 000 000 000 000

10 SnloB

11

98373 a605<» 13571c

Inventory Incronse' + or ^iocreaao- *♦565 1U665 <♦3381 16685
123039

"zoM*2

1?. 'Other IrtcciBie V, 191 27 755 18 122

IJ KnteriftlB H.O. la r t s 36052 ‘♦2'456 108911 U9706 M*y01

I'i
15

Lnbour, , r'l
i no due i l  on Overh'.'ndb

2H816 26925 M)37** *♦8225

2b»19 27923 17797 22133

56881
"l^**8

' D pverhenris

r;
i"'
■19

'S e l l in g  I';’ U istrib lition  Ovcrho.Mlti

Genernl Arimn. OvorliendM '

680

29V8

-505;- 866 - - ^ 0 -
5156 3872 5287

1187
"37^

i-
pi^prt'c intion 1224 126 *̂ 1298

21 Intoreat

22
---------- 1— "-r----
Cori>orntion Tnx

23 IrnfCTBUCp dividend

6127 7772
I---------------

12868 1*1056 13361

-if-

?A Ordinary dividend

Incrnnae in rt)"t«i»K?ff ,«atnina8,.n-nd 
reserves,. (bv2>)

DKlllVlil) FICUKa:J
' }■

Uori vfttion

761 (72578) 93396) ($8211)

30 ■I : Tota^^evenue 9356<* 86081 141047 1357J8 123161

31
3?.

Averngo da lly  snles 

Added vnlue

10 V 365

1 0 - 1 3 - 1 1
255

M 886_

235

-582^

384

35V19

372

1026
33 Contri bution ôi i i - (  1 3 + i 'm-10251 ^590 U I 6O6 3 ) (26541

34 Opernting I ro f it 10 + l i - (  13 ' t<. ,464 (9843) (33670) (27512

337

$9 ^ 5 5
(12^ 8)

Ti5o36)

35 N«3t p ro fit  bel'ore tax 
nhd intfek^Btv' '■ 34+12 .

36 i^et p ro f it  a fte r  tnx 
'and inteifost'* ■

37
i' '■

&odinnry enninga
■d— i.

Oi3h -flow
't‘) I Coat Ilf anlea

640 (9 «5 ) (32914) (212901(5223)

p.5+19

Import ant ifecFTTTTrT -

640 (985) I (32914) (21290 (5223)>

24380)
.«31 2̂_

(68412^
»26 j9

(71314)
2io'«6a

91956 )
1033^

(96913)
loOTSi
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Fin-Tncinl Ye(ir 
ending dnta

‘ -n r Co»̂  ■“‘iny

lia 1 fi .( . .life iri.'i v-ion

 ̂(-nr 83 I'’ 85 15  86 ! ‘̂9 87

Kef Accounts I trnne (Hotcij) (K.O
1
000 0(10 000 OCX)

5oj Lniu'. ^ n id .(K t cost) ( l )

51 i'l<int C. Hachinorv(at cost) ( i )
:-0. Vehiclec(nt cost)

I i>3

i
1

Intovact in othcK conpftnies - ^ 
(ajisocintod witli the trndo)

Lc i:p tcnn investnicnt( not ' 
ns.'iociatcd with tho trodo)

1
7 7 7 7 7

1-----
Doj.-rcciation to ilnto 20090 10591 2‘Ok? 33508

5r.

57

TCTiiL FIXliU T<vH(il'JLiJ A:iSi;Ta 
(50 to 5'*-55 )

Sfc)cl'-{riiw ruiti^rjnls) ( k )

12176

t--------

ll^ t^ lo6‘*'*

8 1 1 1

10*496

'l5337~

3350H

~197V*4""‘

S)'

59

;jl.)C'.-.( JIl ) (it) !.1035 10895 929*4 138*40

S tic !:(f  .liiisJu.’i! ci()o la) jJ86‘*7 ---------- '43^00 16685 20*4*42

60
£ua--tu('i Trade debtoro

Itoroo i  8p«rea_. 992U 1*4501 15«83

i>925 t i l t 6885 5716

6l Cash 2525 J ? o ^ 6860 118 0

6?. Oti’c r  cTaily ii'nli,s.iblu n.sa'.tfl ;120I?2 10075 1 1 2 1 3 13 8 17 1220*4

6? .'or<\L cuwcirr /isan's (5-’ t" 70763 90806 86052 9?/l6

6^

65

66

Ti> X <'UQ
1

In terest due on loan *

Bfink overdraft ?2267 *12692 »>381 10^971 13237^

67
_  ^ jOther l i a b i l i t i f lo

18892 27322 36057 *43201
f>a

69

Tndc cred ito rs i1b6V1 20252 *^593 10350 8568

TOTi.L CUiiluitri' LI<\i3LLI'l liii(6'1 to 60)

1201**

8i «36 159299 170821 189019
70

'1
“»ot *■

Issue crclinfiry ,shfu-c.q 12 0 13 1201<« 1201*4 1201 «4

iK.iUo.' prefortnci! Ĥ ’rron 

Lone tsmi Innn. i turos, (■ tc
1853 1853 1853 1853

3'*8o 3606 3606 3603 3603
7-i Rotninod entninos fiid reservi .'i 18686 )&2569 (65536) ( 89957) ^3396)

/•» i'CT/.L LONG TSIJ‘1 KUNDf>(7f co 73) (-
mirit'rity iiiter<;.s in 

^ry ccmTj/iniiUH.

H97) [15097 ^('♦8063) (7 2 «M ) 75925)

/'5 Oil tsic:!* 
suhaidij V ,

76 Goocv/111 ,patontf>, tmdn^>~ rk.s, etc.

77 Nunibor of ordiiuuy nl iruH 1

' ' " 1D»i, lVj;U Klfllll.i;’ r

80 Not; vnirth + (6 i?2 )(1  

( 1 ^300) (
3703) (

1129'«)

51669) (51 S6 1 7 ) ( ^ 529 )
ni Woi-’ring Cnpital (60'*93) 8*4769) ( ?8i05)
82 Equity shnroholi’.c r3 funds 7(.'+7:» (6j572) ( 

i6 2U)

20556) (53522) ’<79'*3) [8138 2 ) '
P3 Tot* l r.;i.^ot( trmr'i.blo) 50+(i) v| 31988

152

109*450

[ ‘♦98^9)

10099
6O72 2 )

116763
S'* Capitcl employo'i R3-6<) ( ] :5 *^ 8 )

85 Operating nssets B3-(53+5':) 7|l322 | 1981 log**^^ 110092  1116756

86 Linuid assets 6o+6i+6r; 20502 ?638 , 30627 17085

ItU'Oir/kNT.Chor-l' thnt •^=5f)+(!i-75
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ANNEXUHE-VIII
ji,.. c.onpfiny

liuf Derivation ff n t i o s

t
8>
§
5

TC)
m

J2:
10

7T

il

1^8319^419 8 519 8b Exnl.-n'ition o f  rn t io s

n^t p r o f i t  hiiforo l(XJ?l
' cnpi tn l ,

aoloa
c x p i tn l  Rtn|ilnye<j
• • • « <
n<!t p r o f i t  hoforrii tax ^̂ 
snles
opern t ing  p ra f i  t 

'ope fn tin f)  oss 'fte  •

•jQ
5V+5'’t-59

ndclofi vnluo 
oporntinn nns(;t-

32/56

-J2_
3

2 L

to
FT

ei

"to"
3 ’.

Coat o f  9.t1(!S 
aV'Cha

added vn lue/fixod npsct

nc'irt d̂ vnliic 
no. i»np]oy(>(;H

f̂ixtyi nss);t 
no. oMployons

snl OH
working cnp itn l

stock
wcrkinn cppi tnl

trni'o fU'htf'i-.sanc. 
nv .r ' i . i ly  an] os

I,:.
W

ciirront nssots 
ciirront l i n l i i l  i t i o s

llniili'. OH.ii-t 
•current 1 in l i ' 1 1 t i  i;s

contributioti 
operatino profi i

71+7?.
i i i r

fj.xotl in t ( ‘n/;7t cap ita l

" i f oiiUnnry i ni rilnti (no t )  
Omss ordinnry nivid.;nr!

not p r o f i t  .vftor tax
not v/ortli 100%

ry

Ov

Z 'l

rg ova iT\

KSsO

O'f-•
rg

Jb

r>5tum  on ca p i tn l

Am ula tunrlcjver o f  
cnp itn l  -  nunber o f  time

% p r o f i t  margin

Guide to nnnn^orinl por- 
fom nnco in  uning nsset 
o v a i ln b le  to mnnngnmcnt
add'jd vp.luo per o f  
opern t in c  QSBot-iise snlea 
i f  nridcc': v r lu e  not nvoi-» 
In b le .  Ind . 'eat ion  o f  asse t  
u t i l i s a t i o n .
Im icn t^s tu n iove r  0 1 
stocks 1 nig*'' rfitu <ju0 rda 
ngniiist ooso lonco (note  
365 T  P denotes days o f
stocl;a«_______________________
Uti 1 ic f .t ier ,  o f  f in ed  
nsaots.

U t i l i s a t i o n  o f  s t a f f  £c 
Inbour

Indic.'itoa '/hetlier c a p i ta l  
in ten s iv e .

dioh rntc in d ica tos  ', 
n vo r t ra d in g - lo v  rate  
iU 'Ucati 0 p e r  o f
working c o p i ta l

high rr-to lnc'icatn>i 
vulnornbi l i  ty  to trade 
fluctuntiriDc and cash 
ahortaqe.
C o l l o c t i o n p e r i o d  days 
c r o d i ta  allowed to 
<'ebtor3 : ir.> 'icates cnp itn l  
t ie d  up.Use sa les  on 
c r e d i t  i f  Q vn i lab le .

Cur. rat\o C i t .  1 jnb i 1 i t i e s ^  
must be pnid from curren t 
as.TCts.
- r a t i o  ?, n n t ia fa c to r y .

shows whot'ier cu ffic ie n t  
cash etc, to jiay creditorB . 
Ratio 1 + BQtisfactory. 
8<\lo3 v 'l ln o rn b ility -
<5t>ows extend o f comnit- 
ment to fixed  overhead f< 
honce vu lT jrab i 1 ity  to 
f a l l  in Dcle
"Financial oonring"

Ord.dividen(' cover-ahowa 
how company can maintain 
dividend Taid- should be 

9__________________
Shows p ro fita b ility  
aharo’ioldera cppitnl 
earnings ;;owor from rli.'-.ro- 
holders [Xjint o f vit>w.
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JkNN£XURE-IX

2*t2

FINAllCIJiL ANALYSIS CONbULTANCY TJiCi<Nir<UH;i; -  CALCULATION SHiiT.

A'  ; l '

1 ro f it  .Ttii' Lo!-:p Account Infom ntion

Yenr ended '19 8 3 I io 8<4 1985 19  & 1987

Ref Accounts Itons ()00 000 000 000 000

10 i &}lCB !V55ii: 893'*8 134475 96537 121899

11
1

Inventory Incrense + or decrease- 11985 9<4CM» 2209 3906 ( 1 15 3 0 )

12 Other Income !® 11 V5 258 160

13 Mnterinls fc B.C. In rts 1^65565 85193 44771 36 51 *»

lit Lfibour 16857 19 2 15 23587 32»*5^ 24638

,1 roduq.tijjp Qve^hpods 1
- 1

28968 34070 36458 40218

16 H •' U Ovnrhends '
?',nr i V':>.Vt Ml III . .

Si.'l lin® Uistrj-biitioji Ovorhondo
■\ r^P? 11^/ 1749 17 /2 943

iof -Ck'nernl Aiimn. Ovurhends,-(lv > r‘̂  •■<'■ 135 2 2-/23 3295 3452 3 9 1^

:,9 O.>pree^f,;tion |38^8 3820 4080 1828 4075

'r>0 ' 'O-',' ( 1t
?.l In terest | j

?,2 Corporation Tnx
' i'"- I'l:

r  -----------1

'.1 rnfcvtfTmCr' div^i^end <:>■ f >r o\'-',:r
r
1

O rd ino^ ' dividehd'^ ...ir 1

IncrtiiJcT'in rot«iifi4(f «’nrtin‘g(i'linil 
. reBeryo^.\(i 1(59913) i ( 38209)

i _ . . .
( 5 5 17 3 ) (65042 (5897‘t

DElilVliD FIGL/Kli^ 1 Uorivfstion ' '
1 ’

. c, '0
J'ot^vl Revenue

') ;(v  >■.»■■
1 10 + 12
J C ^ rc 'T ..

75520 1

r-----------
89359 I 13'*550 96795 122059

>31 fAverntftf ly  f ,̂ ,j i >>!v-,3|c5 206 2kk . 368 264 333

32 iidded vnluo 10  -  13  i  1 1 5093^ 54 5 11 51»t91 55672 73855

33 Contribution lO i J .l-(l3 + l'i+ l 5)5107 10412 j ( 1529 0 ) 9184) ( W 3

3'J 'Operoti'hd rf-Wfit) > ' ■ ' i o j i i - (  13 t<. i<; ^(3573) (2162) (17039) [ 19 12 8 ) 3 16 1

Not p ro fit  bof(jro tox
I j ’ 1' 1 I 1 >11 3'i-via*' (3565) ( 2 1 5 1 ) '(16963) [9869) 3321

36 Net p ro fit  n fto r tiix'
frwd 'rr'i f 'U ' 3!)»*21-22

( 3565 ) ( 2 1 5 1 ) 1
!

(16963) [9869) 332 1 ,

'>? ' 36-23  ’ :

: 3*''. '<Cnsh ■ ; r (36085) ( 3^389) ( 510 9 3 )  <:63214 (5 ^ 3 9 )

;_Jiair.£r>3t iif isniea ( k.. - V0'K)5 7S936 i05^2 1i 696>
: i f ; !  i' il . r T - , r r  —  "
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K i n . 'n c i n l  Y c i i r  

o n r i i n g  ( I n t o

i l . f r  VTi't t . ‘ o i l

■l ■•M 8‘> '*'85 1 «7

C /'.ccount.4 I ti'ina ^Nolo.s; ■ (;(■')1 (X'O (X« 000

50 Lnn(’. - Flld.(Kt cost) ( l)
j ......-  ■
i

j'la iit  I. I'lnchi norvlA t C(iiA) U )  1
V?- Vc;|iiclc;i(nt coat)

53 In to r .o t  in  othor coiiiiaiii>-8
(cifiO^ci itoii with tl’ -! Irfuti;)

1

I1
1 .1 •-01  ̂ t.c.nn' invcstnontv not
( .TH.‘ii.,cint(id with tlie troilc)
fi
* rr OoDi-c.Tj IIlii.n  to (I.W-fj

1 -r, 
j

'Xi/iL  FixiiU r-aiCL'JLii a:;sl;t;3 
(50 to 5' i - 35)

Stoc!'.(»aw pu'i tu rifil h) 

jtOC’.'. ( l i  )

..........r -  -

.... ' i ; : )  1
A J ,' n « i 65- -f,S^7---------

5','' S tuct' (!' ii 1 i  .-:J 101! 1)01M1 !i; J 1063 Jfitfc'O 6('̂ 82*/ 61669___ ^ 5 3 3 ____

fco Tri-’'’o ',obtar.‘;( 1 ;n I'l'i iio;: 
for bp. '! <lobts)

^92^ 2051 7958 9529

C:̂ Caiili 3^2 &13 2V 5 ;-922 6176

(>2 Othor ..•aaily ron i i  k.i Ij? nsw. Cm 656'/ ?hOc!3 )f)0&'4 27U<*8 25355

63 VCT..U cuniir-fj'f AS.S..T.S ; 5V t.. (,:>) V8o'ti? 95^67 l o . w ” * eo593

b't TrtX c'uo
f

In tC TLijl duo on lo in 1

(7(1 iinn!' . vordinft j i m i«To53~

<>7 U ivic’ttide iluo ami i.rovl lono 159','9 1615V i;'*597 2*t03o 2881.5
17h friK’o creiUtorn ,1(49

1
1W / 1730 '1 5 3

69 TOTi.L CDHlyifjr to (^) :H80<O 6‘t660 9i i i » 70651

VT) Issue crcUnnry sharcu i.'i15B i*'<398~

' I v.rulerenci; «'>. r:3s

7:'. I.onf Joan .tiiri;a,f:tc:■ 38082 598‘»8 hi>06? 3323a

V lictniiioij oamitKj.s JiuI rii.'iorvi s 9 X 5 5 17 3 ( 6'f909) ( 588'*1)

VCVi.L LONG T vivM FI'filj'':,( ;’( c,i 73) 5961^ ‘tifOil 26833 Tb7S8

Uuttn '.o mi’.iority iiit iir . .Jt /j in 
•sii L, ai c 11 ,T ry c;cun[11 ji. ■ li.

G o n e ; 11 fpatcnt.s, tiv'd. i’ rks . ■otr,

77 Niimhor of ordinni’y ; ' ironVi .uriMi ii i(2';(X)C **25W 0 M25000 '♦25000 li2i/X )0

k .i 0111,1,' ' 1;, r, , .
. .

/SiT Not Mirth ' 59‘*9 ' ( 11015)- (lU<*3)

t/ot^<:i,,jj Cfipitnl . . 17680i25^91 30607 99<i2
H.:; licjuity sli.'ti'cliold, i-Li Jumls <*̂*•51 5V<*0 ( 1101^) [A i?5U  . (liih h ;)

To t- 1 ( t,;\ni|'.b 1'.!) C7'>'98i.98(.02 i i X J 2 ' T i 5^7'< H'^Mo
fi'i I'-ti'i i -i eni;)loy(M f'.) -0 ; 399^5 !'*'• '51 l*e972 ...... 18789

JI2Oporr. tino n.sai;t.3 [Sit'S') !67998| 113 .̂32 89W0

% OTsutH (i('+61 )()j; 1'i88oj 27758 3**'ti,0 3^ J 8 1i)i'o6b

lt:i Oil ..NT. CIi.*'-,)' thnt :■!'i ■75
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ANNKXUHE-IX

<S

gC
s
U
I.

voJuov tronda ovor 5 y»"3 Nme Oi the conpnny

itef Derivation Untios

-TD“

10

i

-22

n"~'t tm iflt  l)t!for«- tn*: 
cnnitfil cnployod

n('t profit hfforti t.TX 
Rfl 1« 9 X ioc:?o

opornting nss'ftB

ndcl<.‘ (l vnluo 
operntinrj nsHot

Co3t of nnli-‘8

32/56

3

56

J  10
i w

K 57+58+59

t
 ̂ jo  
' 3’.

&

fxlfJod valufi/fixcMl assot

x>

§

lAr\j
lA

K\
M

O'

ndf'ed v.Tluu 
no. i!nn]ayo<!H

fvj I
r— ^

t\j

fixnil fi.saet 
no. opiployi!UH

sn) os
working cnpitnl

stock
wcrkinrj cppitnl

trnfU; (U'Ktor.sJCic. 
nv.t'i.ily anj OB

ciirront na.sota 
ciirrcnt 1 i/ibil i tios

■ liquirt oaai.'t 
6? -urront lin li ' . l it io s

contriljutldii 
operotino iirofit'

_ 71+72
i T r

fxxod intV^roat
enplnycotl

i J r ordiniiry on rn inn (not) 
gross orditmry Hivif'i;n(i

To
not p ro fit a fto r tnx 

not v/orUi loa;;;

cw<\i

‘5*.

%

00Ĉ
K\

v£>
&

rsi

S '

3

_rvi

£
Expln:iaticn o f r.itioa

vo

K\

CO

s: O f>j

KAITS

■ fJ

VO

%

t otum on cnpitr.l

>.nnu] 'i tv:nnovur of 
cn ritn l -  niinb.;r o f time

°A p ro f it  margin

Guido to nnnngorini por- 
fomnnco in Ufiing nnaot 
nvailnb lo  to mnnagonont
nddod vrluc per (! : 
operntinc- nsaet-iiso snlea 
i f  nr'.dc(' v l u e  not nvoi-  
Inble .Indieotion of nsBot 
util lE flt icn .
111! jcntt-3 tui-i.dvcr ol 
stoc^iai high rato .juarrds 
figninst obsoloncc(note 
365  ̂ denotes dnya o f
stocl'.s.
Uti lis.-! t i r r  -)f fiieed 
naaots.

U t i l i s a t i o n  o f  a tn f f  £c 
1/iboiir

Indicntf'G 'rfietlier cap ita l 
intonaive.

■ li'^h rnto indicntna '. 
ii/ortrnf.ing-lcw rate  
i ‘i'‘ic;at. a p -o r mso o f  
working cap ita l

^iig!i rpto indicates  
’/u lncrnbility  to trade 
fiuctuatii-.nc and cash 
shorta pe.
C o l l e c t  ion p.-riod days 
cr 'sd itn allowed to 
debtoraiir i i^ icntoa c a p i ta l  
t io d  up.Use onliia on ^
c r o d i t  i f  n v r i l d b lo .

Cur. rat'.o C rr. U n b i 1 i t io »  
must bt! pail’ from curront 
asaota.
- ra t io  ?. anti sfnctory.

shows wnet'-.or D uffic ient  
cash ctc . to pay cred ito r**  
llntio 1 + Bfitisfnctory. 
sf'loa vulnarnbi 1 i t y -
sJiov/a i.:;tond o f commit- 
mont to fixoc". overhead ft 
honco v u lT jra b ility  to 
f a l l  in o.'lu 
"F'inancinl fjonring''

Ord.Hividond covor-shows 
)\ow company can maintain 
Uvid 'jnd viii.'- should be 

O_______________ _
S!ii)wn p ro f it rb i l ity  
s^inro'ioldora c.-'p’ tnl 
oaniiigs ;.'owcr f m  pharo- 
lioldcrs point of vivw.
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ilnnl ( trijnds ovor 5 f ru)
Home 

of  company

Ref L'eri vation HatjjOS
‘ 8?

V'- 
j 8I*

19
8^

10
66

19^
fi?

Explonntion 
o f rn tios

r.i material f' H.O. rv rts 100%
<-•

T-
ir\• •

P;

i iS n + ( 11x3/2) sc les + se*
lT\ C7» f* 1

sD

■-------1
r I'l r labour ^ •

r-
•

r-fU•
Cont brcaK down

T 1 10+(11x3/2) aPles + se* r-
<\J T- K̂

1
I'i proc'iic tion ov<;rlio.KlH icxy!''« •

0 0KN

Ei g:

i

Note: «< ;'is  the 
sa les valueIJ

io+;ii X3/2 ) salop + 8R*
>aJ

Ki e;̂
equivalunt o f the 
i lie roa se/d nc rea ae

11) ;; '■ 1) Ovcrlieo.l
in s to ck s ,e a t i-  
nated by adding 
50?i to item II  
to cover on-coat 
( increase+decr-

V
ig t ( llx3/ii) sal r> / i  + so

W
17 an] I iiiq.cli nt. ovitrhend X 1005;'

•
T*

r>. easo)

10+(11x3/-) snlSH .+ 3'!*
wKN•r-

X)f
r*

N•
0

le ■,-u>;u!rnl a.’ti;ri.• 1 verilend X 100?̂
•T-

i/\ I S . T*X 10+ (11x3/2) + se* s• U t 
• lA•

KN
f\J

tK\
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ilNNEXURE -X

246

FINAUCIaL a n a l y s is  CONsULTAIJC\ T::C iNic,U..l. - U^-XULATION SHiiJlT. 

ASHHAF TEXTIU MILLS LTD.
TeO<* in thousand

■ ‘ ^
I r o f i t  nni' Ujhp Account In fo rnn t ion

Yenr ondurt 1 <) 83 1<) 8̂ 19 8b 19 87
Ref Accoutita Itons (XX) 000 000 000 000

10 Solos

11

15

104-/03 iy)296

Inventory Increnae + or  (iecreoeo-

Other Income

Kiaterinls & H.O. i a rts

im6
2082
(>^yn

220219 238018
1b21 1654 2098

13 0 5  ■

labour

1 reduction Overhead a

15700

V8O6

71947

13205

13835

9H 1047
66085
27652

16071

62017
31058

16 H f- D Qvorlujnrls' ' ■! r

17

1?.

i i o l l in g  f, D is lM b y t io n  Qvpi-ho.-ula 

l^nernl Arlmn. Ovorhends 1 ■

.81
3864 6665 7^1

19 Uoprccintion
-------

402 HI7 511 9342

?0
21

22

--------- C ^ L ------- Vt̂
Intoreat

_______ ___ _______L . L -
Corj)omtion Tnic'

38/ 52-/ 491 213

23 1 rnfcreiico riividohd

24

*2?

-------------— -------- r
Ordinnry ilxviilimii

Increase in rotolrK^d o/ii>tin(|s nml 
reeorvos.

DEKIVlil) FlCiUKKa Uurivotion

5976 8751 4442 2-/02

3600 5400

5353

•/dOO

17188

8100

25479

30 lo tn l  Revenue 10 + 12 106785 151601 22116J 238122

31
i 3 .̂

iivernyo tln ily  nnlea ' lO 365

added vnlue 10 - 13 - 11
349
43478

500
79870

734
15568

1933 
8 176IO5

33 <>)ntribution , lo i  l l - (  13+14+15) 14972 31927 44832 54810

3't Operating 1ro f it lo+ll-(l3 tf, 19) 9871 22137 2516; 34913

35 Net p ro fit  bnforo tax 1
and intorfist. ' 3̂ 1+12 11953 23442 2610< 35961

36 Net p ro f it  flftijr tnx 
>ind intGroat.
------------------------------------ ^ T5-21-2?.

5590 I4l64 21171 33046'

37 Ocdinnry enmin’oA 3^-23 5590 1<il64 2117^ 3304^

Cflah flow

?01 Cost of 3nlca
Imf ortnnfl

•̂̂ 4 19 402

89751"
57/0

102̂ 466
1769! 

“1082! 4

42388
•9B555
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Fin.incinl Ve(ir 
endi.'.g do'tt;

1

1
' ■*/

/l.l I'Hi- ! .1 '■ <' n'icti t.i on

Y.'or 119 8 3 r 1"85 j I9is6 19 8''

Kef Accounts I corns (Moto.s'i j 0 0̂ 000 OGO

50 Lnn(’. C: .Old, (a t  coHt) ( i ) i.... ---- - ■

51 i l in t  C. UnchinofvC.it cout) ( i )  • I *

•J> Vohicleo(nt coat)

:■} Iiitoract in ollior coripnnii^B 
(fisoocinted with the; trndo) L

585 585 <438

s/. Lone tonn invuBtmentC not
nbsociated with the trade) j 2889 2889 2189

1—
33 Pc [irucintifn to dntu | 18<+51 28W

5r. ':CTAL FIXliL T/lNCU.'JLB /..SSliTS
(50 to 5'»-5!3) 9385 122«3 9'♦902 100768

S .nc-.(n'.w innt('rinl s) ' ’ ( k ) ’ 3V231 25012 U969O ~ 3i'8i 3
",̂\,OC.-. V 1II ) (l<) in 9 2 , 1808 ^̂ 11+6 33'*^

j9 stoc;-.(f iliisliod floods) 1 1 ^ 15 2 1 15^5 209&

C-.n Stores 8, eparea 

Trade deblore

1

i '2553
_165§6_ ____
~ ll*o i” 1 3^61

_526S6
%2k

>1 CiHh 97 1 1996 •nk

62 Oth'sr nsiiy ri’a lis iib lo  .'issi- f q i y8l61 7819 l 82'|i* 'K)‘*7B

VC?<\L ClIKU'ilJT .'iSS,;TS (";v t . r̂ :'.) ! 7229** I I I 6M) 118076

Tix c'.ue [9**96

10901
_i**555

7772 10735 9158

65

GG
I o t r f g g t . . A i a . o t h e r  L ia b i l i t ie s

iJnn!< overflrnl't
; -  . 12121

■ '39 38 '
29**22

“29250'
5906

67 Dividends duo nHlipi'”Vi ions , 19600 1722'* m6<*3 1 13 2 2

«!■ Trade cred itors 2**9l 2 16 3 235 ' 327

69 TCTi.L CUitJuiNV to (.(3) 570‘«8 ‘♦3222 8*4300 78^53
70 Issue srdinni-y slinrea 36000 36000 36000 36000

'1 I . ■̂ roflTl'MCl' H>urns 1
/ . 1 >'n' ■"Tn 1 n/ui , »tUlTH , «■ tc

lli-'tfiiiio(J enmintis niid rosc-rv. a 2 5355 25917 ^ 16750

4 -'CVi.L LONG KHND.S('A tn 7^) 3 ^ <♦1355 61917 52'/50

. V v-iiiojir'j 11,1 r-'iity iritortif -'1 ii‘ 
f ;il.n.-’.rjidry cfuni .iiiiin•

/*' •> Coof ■ ’ • p.itc.fi1.fi, t-. ft ■ir rk.'i, ‘J tc .

, »• tm'u »■ Oi o ’'iluinrv ., . : .:n • ;UiiIll'll

'V -V.vli yjl.Llvl' Ul'ri va tion

i i;h 7(U7U7T 36002 *♦1355 6 19 17 52-/50

»* •'' 1 • 11't 1 fil-fjO 7'/98 290'/2 273'K) 39623

■ • il'lili -.i f'.lll'Is 70+73 36002 *♦1355 6 19 17 52750

M bl(-) 8‘*5Vy ^065«2 2l88i»4
r /183 *̂1355 1222**2 1<+039'l

. --------------1 iy i8 j 38'466 113 5 0 2  1\37%‘*
f'l'fi, i+r):j 1 loJtgq 9317 23701 ‘*i*Bl6
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ANNEXURt-X
vnliioV' tr(;nd3 over 5 yro Nme o f tne conpnny

j.wf
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5

• s
ID'

2 1
10
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onloB
cim ltnl ori[il''yv(l

n<̂ t ■r>'K t h('>'or<! t.nx 
s.iles

lOO:.',

■oporntinr; r)r6rit 
• o|ii«rntinQ nss ''ts  '

ndcltid vnliin 
operntitifi assot

32/56

3
56

Cost o) h,-'1(;b 
atncl;s

nclded vnluo/lixocl fisrot

19

oolo

K>
VO
KS
■?r
U>

1

ĉ -
lA

nfW'eci vnluc 
no* (jnployre.s

1C
irr

uc
I .

3V

4>co

u
OJ

or
a>c
•*-»
£

. fixQil .-i.s-jot 
ho. nnployiics

gn) os
workino capitnl

atock
wcrkino c{>pltnl

tradf! (U-btor.san 
nv.fV.ily n/i) ob

ciirrt’iii MMMota 
current l ia b i l i t i t ja

06
W

linulrt It
ourront l i f l l i i  11 t i e s

contribution  
opcrntinO n r o f l t

71 + ,̂  fixofl intcri.-at cnpitol
ftmployot'd

onliimry i!nrnlng(nc!t) 
gjT)S3 ordinnry Hiviiiijnd

n.3t p r i ' f i t  n f t r r  Inx 
net v.ortli

■3
VO-3-

a

S

CO

KN

19

VO

!0

OvVO

lAOv
ir\

o

Explnnnticn o f rntios

?4 return on cap ita l - 1

..nnulJv tJBnover of 
cnritfil -  nunber o f time

% p r o f i t  r.mrgin

Guide to PnnnfierinI per-  
fomr^nce in  using nsset 
ova l i a b l e  to mannQoment
ndd d vp.lue per o f  
op e rn t in r  nsact-ufle sa les  
i f  nc'dcf'. v - lu e  not nvn i-  
In b le . In d . 'c a t ion  o f  nsaet 
u t i  1? f jn t irn .

8

VO

li..: _<ivor oi 
ntoc :o: oiy!‘. iat^ ;,.*®nla 
Tfr-inst cosol.;ncc(note  
if'5 <ljnoton days o f

Uti 1 i 8/1 t.irr 
a s s f j t s .

•if flKQil

Uti lisnti ' )n  o f  s t a f f  £c 
labour

Inriicatoa '/hot!ier cap ita l 
intensive.

ilirih rate indicntna . 
ovortrading-low  rate  
iii'Ucati's p or >tai' o f  
iforking cap ita l

high rrto  iiiclcatos  
vB ln crab illty  to trade 
fiuctuntioiic ond cash 
shortane.
Col lection  period days 
croditn allowed to 
debtorsrAni'icatos cap ita l 
tied up.Use so les on 
cred it i f  c v r i la b le .

Cur .  r n t ’ o C > r .  H a b l l i t i o » _ ^
must bo p a i l '  f r om  c u r r o n t  
a s n o t s .
- r a t i o  ?. + n n t i s f n c t o r y .

o

8

showa vi'iot-.o:- a iifflc ien t  
rash etc . to pay crRditors* 
lUiti ' 1 + nnti nfnctory.
sal,;3 vulriorabi 1 i t y -
sl>ovfB 1 ;ctond o f comni t -  
imitit to f i x j ' ’ overhead Fi 
bonce v u l j r o b i  1 ity  to 
f a l l  in orlo
"Financial rjoaringTT-

Ord.dividend cover-sliows 
how company can maintain 
dividend viic’-  should be

iihowa p ro fitr .b ility  
sha•■o’loldora capital 
canings ;X>wcr from oharo- 
hnldcrs point o f viow.
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Name
/ ■ -.’n i. V *r 5 /rr-i) o f company

uei'i vntlon Entloa i  ̂n 

>
b6 s

Explonntion 
o f ratioe

13

■ 1

ir-itoriHl !' ».(?. P 'lfts 1 U
i1 oo
1 r!

1

8 8•VO<VJ5
n + h  1x3/2) CCli)S ,+ * * I ONlA

1

Ifibour .. 1 ?

> ?“ •fVl
4AlA ITv

o Cost brnat: down
T 10+(11x3/2) £ialos 80. • 1 J-r-

l\Jt- •rvjt— r*

U 1'5 iiror'untinn ovorlii'«ds layii 1
•

OT~
•

ON
• •K̂

Note: s(! is  the 
snlfis vnlue 
ediiivfiIont of the 
iiicronse/dnc rease

10+41 x3/2) aalGB + sf!* 1
t

V l(i ri '  U Ovi;rh('(i(l /
it\ stoc,k3,esti- 
n «t«d  by adding

i 1x3/ '̂) .'ji'i.lcfi + He
1 1 1 1 1 to itom II  

to cover on-cost 
( incroase+di>c r -

! 17 ::c l ) jnq.cli fit. ovcrhend V- ipnp« ease)

■■■ 1 ;-r( 11x3/L0 s;il«!.s + so* 1 &• 1 o• 1

Y. ,o:\ij r;ij n.'tiiii.over u?acl V ■XC'iCP/, (1\
•

kn

1
(11x3/'?-) + so* 1

w'
•

1
•

-S'

r\jrvi•
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FINA41CImL analysis  consultancy TiC'INIQUlib -  Ca1XUL/*TI0N SHiiJ:T.

CHAND TKXTUi:(SPINNINa) MILLS LTD, DtUKA,

ANNEXDRE-XI

2 5 0

V

I 'ro fit  mil Lor.s /iccoiint Information

Yenr ondoil 1 1983 i 19 8h 1985 19 8< 19 87

Rof >Vccount3 Itcns r\T'u~%.

10 Sn 1 c- 8 1590^3 110220 10 9 136 i 1'»o6‘ 116 2 9 5

11̂ Inventory Increnso + or dc'crcnso- ( *♦60^) ( 875^) 10jJ9 (7 ‘»9) ( 17 6 )

1?. Other Income :̂83 378 270 ii‘»92 2868

n . M attrinls & H.O. 1 nrts i' 63185 698^ 63879 63831

Lnbour ,̂8h1 i^ioS? 16036 22964 24126

15 1 rorluctlon Ovorlicads 17 1 0 1V561 15589 12 3 17 19661

16 R f U Ov>sfhends f - - “ •

17 Sel 1 in{#' V. I'Dlstrl bution Overllo >cls 3 73 27 22 15

18 . Goncrnli Admn. Ovofhenda 666 2819 3919 3999 4008

:i9' Unpi-ecirttion ' V8? 7 12 626 642 1237

70 V|- .1,
- - - m -

?.l Interest 2528 5130 5571 8384 10789

Corjiora'tion Tnx 1653 209'* «J3V8 2094 2160

23 I riiiriHiiicn divlri<nrl i - . X - -

2k Ordannry diviili:nil
J _ ___  . f

I -
1

- - - -

Increase in rotnintiil cnminos nnd 
roaiirvos.

♦
1420WI 16173 i 8<^8 >0267 22374

DEKIVliU l>t!ci va tion

30 Total Revenue 10 + i;>
59306 110598 109306 116557 1 19 16 3

31 Avern^o da ily  anles 10  -i- 365 161 303 299 3 12 3 18

32 Addod vnlue 10  -  n  -  : 18560 38281 **0329 1*9437 52288

33 Contribution lo i l l - ( .  : ' '</koce 663*t 8702 1410*: 5474

3'»
5 • 1 

Oi>eratind 1 ro f It i t ) + i i - ( i !  to ) 27-̂ 3 j)8l6 4586 1697 i 452

35 Net p ro f it  beforo tnx
nnd intorflst,

■ ■ r ■ ' r . ,

1

3̂ 4+12 3006 419'» ' V/56
1

4189 4320

36 Net p ro f it  a fte r  tox 
and in terest. 35-21-?.^

13 5 3 2097 2378
1

2094 2160

37 "e®dln»fry enninos 36 -231 - - 1 -

' Cas Ii flow P.5+19 1'*690 16 B85 ' 18589 20909 236 11

i -r; ' of ' anlea n + i 'i+ i5 i  11*ir--
103587

»rT -
, 100'»32 >9909̂ iio6*f'r
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Finnnclnl Yenr Name o f  Con|>nny

>
otiding (Into

S|i;c't Infom ntion

i V. 1- 1 ‘̂983 W 85 19  86 ! 87

I Kof y'.rcoiintg I toma (NdtciW 1 ■I’ŷ 1000 Of.lO 000

1 50j Lnru'. C R ld .(K t cost) ( i ) 1

I :u i l(int <• Unchini!-''^ n 1 r.nut) ( i )

1 VeliiclfuCnt cobt)

!
Intoraat in other conp,uii(^H 
(nssocintecl with tl.'- trn<U) 1 1

LonO turm invcHtnontC not 
asHocinted with the trodo)

1
150 150 150 150 150

55 Deurocintion tc< ilntu 15391 1596'* 16<47<4 r /282 18600

5f 'XUL FixiiL. tanc.iml;: .v.sl;?:;
(50 to 5'i-55)

9188 8V7 6029 10 18 2 157 7 2

"57 StocI;lraw irifit(!i in 1 h)
... ... _ .

5B Stoc!;( /II-) (k )

59 S te C:'. ( f  in i sll 0(! f;n <>< 1 s ) ff0588 5083'* 57881 923*»4 8257/

60 T r r ’lO 'lcbtors( 1 ess jn ofi.tion  
fo r  bp.J (’.ebts)

19594 12 3 W 116 7 6 14055

Cl C-Tfii. 15816 125^^ 21084 288<*6 2 5 110

Ol'.hjr eas ily  ri^alisnblc assets ^3190 19 156 20663 230'/1 26610

1 /■ 
i »•* ' 1 VO",.L C'JKICCIJT ASS:','rS {'}7 to (>'l) 8^848 10 2 15 ^ 1 1 19 7 6 155939 148352

! 1.1X ouu 1 3 5 ^ 156'*6 18024 2 0 119 22280

1
Int iroot duo on lo.r.i '

1 (ai Unnlf ovordrn) t yj?o 'i6j58i 134F 1 ‘♦■/1‘K) ■324 -1 8-......

i ^I 71509 55060 79029 V0906 V9429
r-f> 'fr/i('c croditorp 3769 1U21 1343 13 3 5 1416

Go Toov.L cUiUuitJY LI Aiiir.i': . u, (<P) 71M97 88508 99853 139500 13554 3

70 I bsio  ordinary sh arfi 6000 6000 6000 6000 606b

'M proforiMKH'
72 lx>nf tsirm loan . tiii pK, o t' '•

73 Itetalned enminuH find i (iae: v r. 16 32 1 18298 20267 22692

7'i i'CiV-L LONG TIv/vM FUNU.s(7f 7jy 22321 24^8 dbe£l 28692

/5 Uutfc)L:*,o minority intort.a in 
Hiibnvdiary compaiidii;i), ^

76 G ooc 'd ll, pa tents, lrn(]i ir rks, etc.

77 Niitnb . r o f ordinary rj.irus ifi.incd
iP9§9 !♦ 6006 ?4 60069' 60069'* 600694

DI£..IV£1) i'lGIIKi:; lliTJ v.i ( inn

Oo Not >r,rth ?:t+71+7't ?0if'*2 .i232l :;4298 26267 26692
ni '-'or'^intj Cnnital 10951 136<46̂ 12123 16439 1 ’ 809

Equity shareholdi r:j funds ■̂ >+73 iOA2 22321 i4c;298 26<^7 28692
P3 T ot-l .-'ji.ciot ( tati'i. bio ) sr>+6) )T672 1106B' 11^005
PA Capi Ic.l employed 83- 6'f 19775 221V3 18 15 2 2^ 21 28581

fi5 Oper.itino assets «3-;53+5^’) J I522 11053' IIV 855 165971 'i63$y4 -

I-5r;ujd n.gsotH r>o+6i+6:; ^2h60 51320 (56443 63593 r$'/75...........
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';>iri 1 lit I i/ihi 1 i tic'H

contribution  
opera ting p rofi€

f i x c i d  i n t o r c s t  c a n U a l  

C f t n i t / i l  O m p l o y o c d

fVJ

rvj

lA

£

K>

fVJ

5

■Bs.

IT\

19 Explnnntiv'rn o f  rntios

J Vo return on cnpitfll

DO

37
onlinnry enrnlnn(not) 
Orosa ordinary t1ivid'!nf!

-• 1 ^
n̂ .-t profit  nftor *nx 

nut worth 1.00?'n

lA

K\

4A rsi

P;

f\J

VO o\

CO
ĉ
On

S8

K>

ON

&

/.nnula tunnovur o f  
copitnl -  nunber o f time

% p r o ' i t  r.iorgin

GMidu to nnnnjorinl por-  
formnnce in uning naaet 
ova l ia b le  to mflnngnnent 
Bddod value pc. oT 
operntinf nsset-use aales  
i f  nf;dc('i vrliie not nvni- 
Inble. iMd.'ootion o f  aasot 
u t i l l  onticn.
ini icnb'^s ti.iT.tivur o i  
atoclcs: high »-u >,o ..(..•rd» 
ngninst obso lanco (note  
365  T  F danotes days o f  
stocks.
U tilisa t io n
naauts.

;>f fiKOd

U t i l i s a t i o n  o f  s t a f f  U 
labour

Ind icn tea  irfietlier ca ;n ta l  
inten si ve .

111 oh ra te  ind icn toa  , 
o vo r trn d ing - low  ra te  
in d ic a te s  p 'o r  use o f  
working c r j ' i t o l

high rp to  in c ic a te s  
v u ln e r t ib i l i t y  to trade 
fiuctuntior.G and cash 
shortage.
<̂0 !  lu c t icn  period days 
c r  id itn  allowed to 
f 'eb to rs t ir . i ' ica tes  c a p i t a l  
t io d  up.Usii aali 's  on 
c rn d it  i f  nvp .ilab le .

s

Cur. ra t io  C'.’ r .  1 ia b i  1 i t i e s ^  
must be pnic' from curront 
>lf-;;Ots.
- r a t io  ?■ + o n t is fn c to r y .

shows v'lot'-.oi' c u f f i c i e n t  
rn.Nh e t c .  <0 ;>ny c r e d i t o r s .  
lUiti ■ I + i « i t iE fa c to r y .

1 o n  • r \ l . i r . r P - b i  1 i t y -

sliows I :;te!id o f  commit- 
nont to f ix .jc ’ ovnrhend & 
honco vu lT. 'r i? ib il ity  to 
f a l l  in onlo
"F inanc ln l rjooring"

Ord, d iv iden ( ' cover-ahows 
how conpany can maintain 
d iv idend laic'.- should be 

9 _____________
^hi)w3 profit.'.bility  
sharo’ioldom capital 
oanings •'ower from oharo- 
hnldorn nv.ltlt of vit'w.
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KINAWCIaL AN..l,yi)I;i Ct)N:.UI,i,.i:C\ l:,(. INK.U,.:. -  CAIX IILA t'lON ijllii.OT.

RAZ TEXTILE HILLS LTD.

AIXEXUBE-XII
23̂

V

1 r^>fit nn»i <iccoimt Information >

Yijnr rnilt'd • i')83 1 10 8^ 19 85 19 87

Rof Accounts Itcns (̂XIO ! OOO OOO 000 000

10 Sales ,506a3 57689 62819 77964 65290

11 Inventory Incrfinne + or decr0£iH0- :̂652) 695 574 135 (7/1)

12 Other Income 176 71 40 79 156

13 iHateriftlH !1.0. In rts/ 'M
32 726 36650 39573 35276 40'/98

.lyibour 5‘*25 6594 9497 12430 13334

15 1 rortuction Overheads 6592 7479 7849 693̂ * '•T2<55

16 li f I) Ovnrhends' ''

17 ■^^olling Uistrib'iition Overhand3 55 36 51 83 13 3

15. 
' '■ t, (jonernl i*dmn. OvVrhendf:

r .• r- i ... 1:

i;
5268 6204 7384 7344 8528

■̂9 Uoprocintion
1 -

' 2:5i^ 2299 2110 1557 17 12

■x> !
1

?.i Interest 11

V ■ f Corporntir/li Tm!» '
' . . 1|

!
1 ,521 1722 551 - -

23 k rnforiMicii dividi nd !! '

■2'»r Ordiroiry, (Uvlilund
. r

Incr<‘<\8o in r^t^lrxirt n^ipinyB nod 
rcserves. ['♦537) (3243) ( 4835 ) #822 ) ( 17 5 8 2 )

bEHlviib
*' ■ r ■ De^rivntion

30
jU

' ('■ V ). ■
lotn l Revenue

A. - ---- -----
10 4 ife 50'/99 57766 62859 58043 65446

31
r V' 

Averr.go da ily  .snlea ' 10  -i-' 365 138 158 17 2 158 179

: 3?. rtdded vnluo
1 10  -  13  i  1 1 17245 21754 23820 22823 23721

33 Contribution | lo i  i i - d 3 + i ' (+ i 5 )5 ’/90 9608 8499 2619 165

3't Operating 1ro f i t  '  ' 10+ 1 1 - ( 1 3  tfi i<: ) '♦66 3367 1 1063 (4808) (8496)

35
' r

Net ^jrofit bef<if'e to x '^ i  
; and in terest. ^ ^ V p - 643 3444

t

1 10 3 ( 4729 ) (8496)

' 36 ■ Net ri'i^O ît nfOHj- tax ( 'y'|
1 nnd intqrept,. . .. . .1' ' ...

V '. "  

■ ' >0 ■

32 1 1722  j 5 5 1  <4729) (8339)

V Ocdinnry en-ii'ntjfi 32 1 1722 5 5 1 ' 4729) ( 8339 ) ^

('3'^ iC/̂ sh flow '*---_ < * _ i fi *>. . ■ >' Vi<) 321 1722 551 ( 4729) (8 3 3 9 r

?9l Cost of .SnlOH 
.........

u i ' ' ,
- r -  — r - 1- <48081 54320 !15344 5T1i?4

Dhaka University Institutional Repository



• -U.. ,1.;, 

Kinnncinl Yefir
o l l C ’ . l ' J  i K . U i

iJainij o f Conpflny

litilnnco ijht'ot Infom ntion

Y i!(i r 1983 IQ 84 1^185 1986 1 19  B7

Kt;f iiccouiits I (Ntitoa) lax ) 0('0 000 OCO

5<)j UncZjC; Bid. (Jit cost) ^ ( i ) i
51 i lant L. 1-Wchiiioiy(nt coi«t) ( i )

5;’. V eh ic les («t  cost)

53
1

Intursat in ottu r conp.inm;) 
(ftssocio^od wil,h the tniclu)

Lono tunii iiivetitment( nut 
Associated wi tli tho trocUi)

1
1

55 £)epruciati(^ri to ilnto

5<‘

-A
57

?OT>'L KlXiiV T.VhJGI'iLii A;iSLT;i
(50 to 5^1-55)

Stoc!t(rcw niiittsrinlti) ^1')

27523
1
-10^38

27721

30182

25747

9644

23009 

8346 ■”

2130 5  

■ 945? " -

5» atocl;( /ir) (k )
(j

5‘; StOClc(f illih^iUli f|DO(l!i) kZdO 6^54 24742 39859 7997

6( Trftflo ^lobtori;(loa3 protiHion 
fo r  bf.d (toht«)

'♦3 *♦5 17H5 16**7 1397

6- Cn iiii ^5 6 8822 4045 872 279

6;. Ot;her e a s ily  .rcalisatjiti l.s 6581 1 1.364 3503 6 1 1 5 10583

5:s VCT/.L ClJKlCilJT ;iSS.2Tii ( ‘iV K C:>.) ^1i*8l (46971 43681 56841 ?9690

6'i Tax duo

■'65 Interest duo on lonn

IK Bnnlt overdraft 1 : 1 _1—̂  _. . "18524 16767 9828

67 Uividandu due aiVltProvi uitia £1*160 29084 29958 31466 41133

Trade cred itora i*19 5 5 3 3

6\) TUT,.L CUiiKiiNT Li,uJU,l it;:i(6'i to (>n)___ ___ li _______ _____________ ___ ^'♦160 3 1 1 3 2 51083 50805 51489

7C> ................ -T' 1
Issue ordinai-y bt\area h09'36 1102£ 10901 9773 97/3

71 lsi3U„-c‘ preference ulures
1

15 1 21212 -

7f’ Lone term loan, duodturob, 4)tt I6l62 54242 10588 6284 ~5777

73 ftctnined caminu.s ond re;3prvifl ( 2999) (17 0 5 ( 3297 ) [8284) (16044)

'i'C'T;.L LONG TSiJ'l FUHD,S(7r to 73) 2**099 -♦3563 18343  I 28985 (49‘i)

!
mii.oj-ity intyres^-'i in 

auLcidiory coinijaiiiies.

!V----- Co -ic . i'l ] . pa ten ts, tradf'if' rka, utc-

1 .̂ZZ Niinib̂ ,̂ - o f ordjLnary^ ;}f ires isnuyd
I

D21,1 VaD la GUlxlil- Ui.i'i va tiiiti

coj Not v.'orth '1 ■■ ?7+?U73 937 )320 7/55 22701 ( 6 2 7 1 )

Wor^fing Cnnital 6t-6 ‘> 3'*22) 15839 (7402) 6036 ( 21799 )

82 Equity ahart.'liolilc rri funds V.->+73 ^37 3320 7604 itag ( 6 2 7 1 )

«3 Totr. ’ ?ii‘;e t (1 ,'ii " b le ) 2900**.. 69428 798^  _ 56995
PA C,-ipitc;l om;)lfjy()i 4356C 18345 29045 ( 494)

B5 O'ljerntini) aaseia r> i- . 53 1-5' ) ôo‘*_/4692 69428 79850 :j0995
86 LiQuid aaseta ' (x '+ fc 'i- ir ) ;: S960 1 0 3 3 1 j 9293 863'+ i'2255

lie
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must be paii' from curront 
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- r a t i o  ?. + . ' in t is fac tory .

shows v^ethor s u f f i c i e n t  
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mont to fixcc". overhead f< 
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"Financial Qonring"

Orri.dividen(' cover-show3 
how conpany can maintain 
livid 'ind m i i ' -  ahoulc* bo 

9______________
lihowG p ro f i  t. 'b i 1 i ty 
sharo'iolderji cap ita l 
(•■ariinos power from r.hare- 
l io lders point o f  vi< w.
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NORMS FOii INTCMTORY AND Î ECEIVi.ELES

5.1 Tho rationale o f norms ;;ind tho nood to link  cred it with production .
requirements is  to  us waa fa ir ly  c lea r ; find wo envisage that ovontually 
Meed o f Norms the entire system o f crcd it  planninp w ill bo dovet

a iled  with production planning, both to make cood
use o f bank crof'.it and a lso to create bfcttcr manaffcment o f  cash, 
materials and receivables.

5. 2  Industry representatives in their discussions with us generally agreed 
that i t  was nec'-ss.ary to prescribe some norms but they were doubtful 
about our a b il ity  to f i t  the wide spectrum of industry adequately into 
what wo lay dcnm. Their solution was that the norms should be applied 
fle x ib ly .

5.3  V/hile we rea lise  that norms w ill h 'vo to be applied f le x ib ly  and not 
rf.'iid ly , respc.nsive t : any mn;jor chan;;e in i:nvironment and within the 
industry, we are unc.ble to accopt that uncertainties can be regarded 
as a reason for not layinr; dc;wn norms, an arpuj.ic’nt that some, happily 
not many, placed before u f. In fa c t , the cheater the uncertainties, 
the more is  the need for jilanninj;.

5 .^ Our f ir s t  attemjjt iit norm.'; was in our In1 cj-im Report to thu Reserve
B'-ink. We Gujci îented norms J'or inveuLviry and I’cci ivables for  ton major

indust.rdcs. Tlie ob jective  war: to introduce a 
m  erim <epor d isc ip lin e  'ind improvement in the mainten-uice o f

reasonable inven':_ry :md receivables lev e ls  
consistent with encour i(’;ement o f production on the basis o f  a helpful 
relationsh ip  between the b^uiker tmd the customer.

5.*5 The Reserve B''uik accepted tlie su[ji;ested norms .and advised a l l  scheduled
commercial banks to apply the norms in respect o f these ten industries,
both to the ex isting  and new borrowers, on an experimental basis , and 
to furnish i t  with a feed-back o f the experi^-nce. A copy o f  the Interim 
Report and the Reserve Bank circu la r le t te r  axe furnished in I'umexiu’ es- 
I I I  and IV.

5.6 The approach for pr̂  scrib in /j norms for  inventory and receivables
b r is t le s  witli a variety o f problems. We arc, therefore, anxious that 
upproach to Norms should be an understanding o f the to ta l problem 

 ̂ :md a firm but helpful approach b u ilt  into the 
suggested nonns and their implem'.ntation.
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V

5.7 We have now r,u,;c;uutod norms t.-ikinc; into account tlio follow ing:

( i )  compEiny finance studies made by the Reserve Bank,
( i i )  procesn jxiriod in the d ifferen t industries,
( i i i )  discasfiionr, with exports in the induot. ies  concerned,
( iv )  gen 'ra l di£;cusfijons vith th'.- ind.usti'y intc-rc-sts,
(v) need I'or en.surin,- .'TOinnic'tli jiroductiun, depending upon the 

avail d iill  l,y o f t!iu iii'it' r ia lf- , .';caKun'\lity, e tc . .and
(v i)  reactions and fv.od-back on Interim ’ !eport.

5 .8  V/e have extenJei.1 î ur exorcise to a to ta l o f I5 major industries,
coverinc about one lialf o f indur>trial adv;\nces o f banks, and certain 
 ̂ M o norms ea rlie r  suggested have been revised in

ou.^Ces e ormo l i '  lit of the feed-back received . The norms
represent the m.aximum lev e ls  for  holding inventory 

and receivables in each industry. Borrov/ers are not expected to hold 
more than these le v e ls . Neither is  the norm an entitlement to hold 
inventories or receiv.'.ble upl.o this lu v e l. I f  a borrower has mfmaced 
with less in the past, he ohculd continue to do so . The sugcested 
norms are as follow s:

4
tf
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A N N E X I J R E - X I V

Cl! a/l i;. Ar: BAMGLt iDSH Bwr#;

fc-.iiti mat e j-f w ir k ciipi t a l  to r
jut<^ m:i i 1 ; o f 2^0 nari'ow looms
di.irin(j jU ' e airori +or th e  year 1988-89

2 nd sh 2 -ft

1. C apac ity  t.i I ! 11 i t j : :: l-it'SBi an -- 7 .5  pountJ / i cjoriiB/! icjur ̂

n r:i i ! i q ■ 2 O p cj i..i n d /1 o o m a / h o ;..i r  s

( I  aka i n  l a kh )

<a)  i »  Raw
i i .  F i n i shi;:'i:j ijc m:>. i ;.i.

1 i i „ Wor i : n  -pr ijcov::.;.

■y !liC;Vl:hB 
'■?0 c.ayB

..5 wet:'ks

I'fjr ' 1: ( . + :! a r:i i i )

'i h ) t.0 !'“ i : ' a t ; i i  t:'vi

3. . 
i 1 .

! 3 'i piii' ciu'i;;
! .iipc!'- !;ed

iiiDiithS 
Act Liai

■; :i. j i )

Hbbsi oi l 
< i2 ;"f ioD(iit>)
2 1 i f 1 1!-.
(16 n r s . )

1 57.. 88
149., 81  

34„ 9 f o

342.65

4. 95 
39. 62

44 . 57

Sac t; :i i ir)
< 1 2 5  1 (jOiiiis-)

< 16 f I r  B . )

2 4 0 . 2 5
- 6 1

i.;;- •( uJ ̂ J 1

ii32.07

4.95  
„ 6:̂ :1

44. 57

3. V a lu e  or  t c : t a l  Si.iici, K.; 5torov:> 
(2a  + 2;:')

387.22 576.64
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lies; up H essi on Sacking
[H'l' 2. Od ( 1 looiii'ii) ( i lOLJIVis)

2 s h i f t s  2 s h i f t s
(16 h r s .  ) liltt h r s .  )

4. l i j t .a i  I r u.', I 34B„9Ci S i b . 97
■f( jr s'i ,'ick;. i.tru.i ■ c.-i:.

tJ. Lciun r re-.l ps-̂ r Tl - 2 ,79,  120.00 Ik. 15, 1 7 6 . 0 0

Ot twlj t tS.

Not.ess l’;aw jiil.t pi- i;,:-..:- u i. liiat t./cl .is t-ol lows!

tji i -  ik„ .'M.ij ( a i 1 i 1 d Ave rage  s e l l i n g  p r i c e ;
Sa-,;:: ii 1 1 iq -- i i;.. , !i4 '' Hejssiaii I i;. 24 ,, 4(St'j p>er

li. 1".

Wor 1: i i i- proce;.;S ,..iS Sacking  -  Tk. 14,490 M.T.
per ‘/cil Lir̂ t 1 c-ii.

Hesi!: i. i'Hi ! k . 2 ‘i p M . i „
Sack ng i k . i 4  .. A'-v j (>«;r M. i ..
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i; i fa:i.ii.AK Or- B.'!Nb!._tU)t:Si 1 BAwK

1; i i t  t . t o f c . A p i t c i i  -for
..t.ttu? m . i !. o t- lic'irr'ow i ctoiiis
ciuritr,:) jU'i t- '-ieaii-tjf: foi" t.l‘ie year' 193B---oV

hci' liiiil s h i f t  ( 7 . 5  h r s .  )

1 . Capaci\v  i 1 i ‘ a 1m. c 11 s -- 7 . 5  pound /1 t'joifls/hour

S„:u; i 11 q - 2 C> pov.ind / 1 ooins /Tioi..tr b

n.iika III Lal;ii)

i' i I..; i_t p H e u. e i o n b a t:: 1; j. f 11)
pei‘ .i; ''d ( t 2S 1 OOiliS ) (125  ICSuKiS.)

!;:>l 1 X |- t. I:;i t,. 111 r  I (.>

2 .  ( a ) i .  Raw ji.iti  ̂ V inonth 74.00 112.61

i i .  F i n i s h e d  gc«:.ds 90 days  70.22 110.916
i i i .  Wcc ■■ k-j. n-'-proi:: i.iSi: '? weeks 16.39 25.SS

1 Cit .11 s •: I., i: k , i i ■ i . i i ;i. .i 1 6 0 . 6 1  2 4 9 . 4

1 - i l i r \  it;;.' > TJ t C; I } I . I'J B  .k.'! - I:.’! -  •I''-:.
■j. i . i - C) i  t  ed I'ic i~i.‘.al Iti.t';/ IB.  5/

(i :i 1 ) 2 0 . S9 2 0 . B9

TS. Vr:il ue i I i?H..i:'..i ' .ici. t'; s'l cii'tSB 1B9. 5o 2 / 0 .2 9
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i G‘ c! i-.i p H e B ri i o n S a c: i.. i {i q
1 C)d < 1 1't'j 1 ooniB) < 1 Ioi miiu )

2 Bhi t tB  2 Bl i i f tB
(16 hr£i„ ) (16 hr s .  )

4. lot.ai .1 cjari rt'tjv.ii i't/ i 16-i .ob 24-i.!i-6
■for sti’::. k̂ : and vtti en
e>; c 1 t.id t t'ly 1 OX (j . n ====~==  = -= = = =

L.oaii 1' i . t|i,A i i‘ Bt:l 1.M-I' i k. 1 , OC) I V:.. 1 , 6 ‘-..UJ. U'...)

o f two B h i f t B

WDlti'S; Haw jut ;::' pr i .:i' i .. e- s i.'i f/ci b fol.tDWB;

Hesi.: ). tvr'i 11;. :X) i f; (i:aurid A v e r a g e  Eel l i n g  ( . j r ices
Sai.;: 1 icj •■- "i I ;, L:l*i “ HeBBi an --Tk., 2 4 ,4 6 5  p e r

M. ■] .

Wor i: i iv proc:^':v.. ,,iB Sac l i i ng  -  Tk . i 4 , , 4 vO n . T
p e r  ai  ui;it i i ::

Hesii i Cjii rk„:;::4 p.;,:'r Ti. I ,,
Saci: L i'iij ! k. 1-4 pi;?i'" hi. ! «
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p.bb

quk:tionmu1re

1 .

2 .

3 .

N'uiu

Age ...................................... Year of Expurieixce .................

Academic q u a lific  ition(pleat;e mention De(_;rees only)

Professional q u a lif ic a t io n (if  aiiyj

5 . Please mention your present dusi/j?'iation with the nanio o f your 
Enterprise/Corporation.

6 . Is there problems o f working capiti^il m.-uaa{’;oment in the Enterprise/ 
Corporation in which you arc; working?

I I. Yes 1 '------------- ( I No .1

Problems of working capital m<anagement in the public sector 
Enterprises in Biingladoch may be uae to follow ing reasons;-

a) Lack o f proper working cap ita l policy (p lease t ick  one),

I----------- 1
I Agree '

_3___
Dia- "I
agree I

Stron- I 
Giy
Agree j

1_ ----------- J L ---------- -i

! stron - ! fu n - ~\
! 5 -'̂  ' ' decided ,I diE- I I
j agree J j
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■

b) In e ffic ien cy  ia tho nuiiiagement o f the corupojicnhs o f working ca p ita l i , o .

i )  Lack o f proper inventory mcmagomont. 
1 2 2

Acreo J ; Strongly [
I I Afyrco i

__________ J  I----------------J

Disaproo ' I S1.ronr;ly 
I I d i s a g r e e  j

! Undeci.iledl

i i )  Lack o f proper Accounts Receivable M'magement.
 ^  ̂ ____2__

! Agree "• | Strongly 1 * Disagree i
I_ _ _ _ _ _ _ _ J  _ 1 i _ _ _ _ _ _ _ J

Strongly J 
Disagree >

i Undedided j

3

i i i )  Cash Maiiagoment.
1 _2

Strongly 1 ; Disagree i j Strongly | 
Agree I ) _ j  |_Disaffree_j

Agree J

1_ _ _ _ _ _ _ J !

i v )  Short Term Investments 8r AdvcmceK Mrmtigtmcnt.
31

Agree 1 Strongly \ | ' Strongly ! j undccidod"^
_ _ j Disagree j Disc^ree | i ____ ______ j

c) Inherited liqm idity  gap on the day o f n a tion a lisa tion »

_ _ j _______ ____ ________ _ ____ ________________  ̂ _ „ 2 _______ ,
I Arreo ' I C rronr;ly r D i n ' f ^ r c G 1 3 tron);ay i | Undccided | 
; j  I Agreo J |  ̂ ; | Du;a(^ou |  ̂ _____ I

d) problems owed to poor cash flow indogencous to tho industry i t s e l f .
______ ____ 2_______   ̂ ______,

' Agree ! ('Strongly ! I D isagree] | Strongly j 1 Undccidod !
I j  j Agree J j j  | Dicagreo j

Too much dependence on Cash Credit o f the Commercial Banks as a 
major source o f Working C apital.

1 Agree | j Strongly J j Disagree”̂ Strongly I Undecided
Agree ' i____ ...J Disagree
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f )  Too much dependence on the development budget o f the Government
fo r  thG long-term Project Financing.
_ J _______ . . 1 _________

I I  I Strongly '
I A gree  [ j A g ree  !

. .J L - --------- ,

DisagroQ '
j" S t r o n g ly " !  
] D isa gree  j

I---------  ------ 1
{ Undecided '
I ------------ .J

g) l/'ick o f proper Capit.il Structuro.
T 2 _ _ ______

Strongly [ j ^
Af'iroo j j D isagree, Agree 1 Strongly ; 

I Disagree j , dod______ '
i ” I*

h) Too much p o lit icc il pressure (since nc-itionalisation) and. other 
environmental constraints are also responsible for  the proper 
management o f working cap ita l.

2 3 k 51

1 Agree j I Strongly 
agree

•|
D isa g ree  ] [Strongly _ 

I Disagree I
U n d e c i -  i 

L^ed______I

i )  Lack  o f  p ro p e r  cost a c c o u n t in g ,  c o s t  c o n t r o l  and co s t  r e d u c t io n  
systems are a ls o  re s p o n s ib le  f o r  the poor management o f  w ork ing  
c a p itc 'd .

___ I _______ _2_______  _ 3 k
S t r o n g l yAgree agree

I ' D i s a g r c r i  f S t ? 3H g I y “ ]  r U n d e c H '
I j j D is a g re e  '^ded

j )  Lack o f  c o - o r d i n a t i o n  between s a le s  and p ro d u c t io n  p la n n in g .

1 2 3 k 3

D isagree; Agree 
I___________

S t r o n g l y
agree

J’SLrongly”! fundeci-T
J D isa g re e  | ; ded '

k )  Im proper p r i c i n g  p o l ic i e s / a d m in i s t e r e d  p r i c i n g  p o l i c i e s  i s  a ls o  

r e s p o n s ib le  f o r  p o or management o f  w o rk in g  c a p i t a l .

1 p V 3 5

I Agree j I
. - I

2 '  _
Strongly

agree
I Disagree * ' Strongly 

I Disagree

— T— r-^r
• dod

1 ) Lack o f proper organisation etructuro o f  fin.mce department o f
public enterprises is  a lso responsible for  in e ff ic ie n t  management 
o f  working ca p ita l.

'I 2 3 5
I Agree I *->trongiy j [ Disagree j

I  _ _
' s t r o n g l y  
I D isagree

Undeci- 1
ded
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m) I n  competency fOicl la c k  o f  mo<lern f i n r m c i a l  management knowledge on 
the p a r t  o f  the f i n a n c i a l  e x e c u t iv e s  nro  a ls o  r e s p o n s ib le  f o r  poor 
w o rk in g  c a p i t a l  management o f  P u b l ic  e n t e r p r is e s  in  Bangladesh.

1 2 3 5

! Agree ]  | D iB a g re e l  p ] t r o n ( a y

i___________ j  I___________ J
[Undecided
Iu ------ - J

n )  Absence of w r i t t e n  g u id e l i n e  by the c o r p o r a t io n  bosses i s  a ls o  
r e s p o n s ib le  f o r  poor management o f  w o rk in g  c a p i t a l .

1 _ 2 _ __3_ ______
l a t r o n g l y l  ' ! ! ^ jtrongly"! [ U n d e c i -  "|: S t r o n g l y  I . D i s a g r e e !  1 |

iVi;ree j | a gree | ' \ ' D isa gre e  ' jI---------------- , -I------------- , I-----------------J --1
ded

o) S t r e s s  on p ro d u c t io n  r a t h e r  than s a le s  due to  the f a u l t y  p o l i c y
o f  the G o v t , ,  a lso  re s p o n s ib le  f o r  poor w o rk in g  c a p i t a l  management,

1 2  3 '+ 5
"tr  Arree 1 Istrongly ’’; • cisagreq ! Strongly

, “  J J agree _, | ' i disagree
Undeci- 1
ded J

p) Lack of sales p la n n in g  and demand a n a ly s i s  i6  a ls o  re s p o n s ib le  
for proper man,agement of w o rk in g  c a p i t a l .

1 2_  3̂  ̂ k _ 5 _

] A g re e " ~ l  ' j S t r o n i l S  ^ce 'l  1 S t ro n g ly " ]  I U n d e c i -  |
} _ ______j Jagree ! j_ _ I j Dasagreej j ^ e d _____ j
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QUE.STIONMAI'VE ON MAJ\IAGEI'U':N.T

S C IE D U L K -I I

(Please tick  in box)

1 . a) Do you have saperate "Inventory i;;jiafremont Dep/ortmcnt^^?

Yes
1_____ 1

b) I f  yoSf how is  i t  consituted?

2 , Do you c la s s ify  and cod ify  stores j Yes J J~No* J

3 . How do you estimate the requirements o f  d iffe ren t groups o f 
Inventory? (please state the fa cts )

a) RfiW Matfirial

b) Work-in-Process

c) Finislied Goods

d) Stores & Spares

Do you have any standiird norms or guidelines in determining the 
above-menionted each group of inventory separately.

rr.— I•--------1 I--------*|_Yesj j Noj

I f  yes, please state i t  cletirly
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5 . a) Do you face any adininistr.:itive d iffic\ i] ty while Plarming. 
for inventory?

l i E ]  l i i E ]
b) I f  yes, please Gtiito 1,h0G0

What are the factors in fluencing the s ize  o f inventory?

i ) Production Cycle

i i ) Terms of Puchase
i i i ) Cost o f Purchase

iv ) Safety Stock
v) Lead Time

v i) A va ilab ility  o f materir;lD
v i i ) Cost o f Carrying

v i i i ) Forecast of Demand
ix ) O thers(specify)

7 . Do you follow  which o f  the follow ing modern techniques of 
Inventory Management?(Please tick )

i )  Minimum lev e l
i i )  Maximum lev e l

i i i )  Re-oriier lev e l
iv ) Economic Order Quanitity
v) Perpetual Inventory System

v i) lABC analysis for Stores Items
v i i )  In v e n t o r y  A u d it

v i i i )  Standardisation and va tio ly  rciduction 
ix ) Othort;

i
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8 . Do you foll.ow the Inventory no ms on the follovii^g basis. 7 
i . e .  i )  Prococs period; i i )  Nocd for r.mooth procVnotion;
i l l )  A va ilab ility  o f raw m aterials; v) A va ila b ility  o f
Stores and [Spares; v) Domand o f  goods.

I f  n ot, please state the roa sa n s...

9 , pleasG  tick  which sliould be the appropriate norms for holding 
Inventory for MaxiBtun period.
a) Raw Material

Local Mill. imported
Max(Months) (Months) Maximum period (months)

' i' :

i 2 .1 lA l  \yk\
i1|2 1 3J  l i J l .  5.\ L i J

I 'T i \ y/2 \ 

................

or others 
( specify )

or others

others

b) Work-n-Drocoss

1 i p' 5 jpOofljfys j 1 25 dayp
( Please

1 p o  days

c) Finislaed Goods 
For Domestic sale For Export sales

\nm \ <:!m J I 13 munth|

(lO days I daysj month) p/an 3 ) Sm"! [ 2Ym J 1 5m " j

d) Stores & Spares
Loc;3d (Monthei) Imported (Months)

3/2 ]

Li 
~k

i i i i  i i j !  i i  i l l  Li. 
\1J i i i  l i i  &  f l J  ®

i
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10. Does the centrcilified buying o f rav; cotton complicate
the working ca p ita l managc-nient problem o f  BTMC enterprises ?

— L
No.

I f  yea, state reaeons.

>v

11. Does the low purchasing power o f the poorer section  o f
population and clamour for foreign goods by richer section  
o f elastomers, £i huge o f fin ished goods accumulate in cotton 
te x t ile  m ills V

2

No

I f  yes, state i t  cleai-ly .
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V

QUEr/L'IOHHAIRE ON 
ACCOtFNTS RrCEIV,''^IJS MANAGEMENT 

r.C[[l':i)UI,E-1IT

(p lease t ick  where applicGlbe)

1 . a) Do you have Accounts Receivables management p o licy
jYea'j \No7 '|

b) I f  yes, how i t  is  constituted?

a) Whnt factors cire considered wViile formulating cred it & 
co lle c tio n  policy?

b) V/ho are the executives entrusted with the task o f implementing 
the p o licy  ?

c) What is  the p o licy  o f the concern regarding accounts 
receivables?

i )  S tr ic t , i i )  Soft i i i )  f le x ib le

d) v/hat is  the e f fe c t  o f such p o licy  ?

3 ) What are the sources o f Information to assess the cred it worthniness 
of the prospective debtors?

i )  Trade Reference i i )  Bank Reference

i i i )  Purchase accounts iv )  D irect Information by
sales executive salesman.

k.  Do you allow discount for prompt payment \ | No j

a) I f  yes, what iire the terms o f discount ?

b) What is  the e ffe c t  o f such p o licy  ?
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5 . Do you charf'e aiiy penal iiitoreet foi- ncai-payment o f  rccoivablee  
within stipulated  time ?

Ho I[ YC3 \
I f  y e s ,  what i s  the e f f e c t  o f  r.uch p o l i c y .

6 .  p lease  t i c k ,  w h ic h  s h o u ld  be the a p p r o p r ia t e  norms f o r  
c o l l e c t i o n  of rcco ivab lee (M a xim um  p e r i o d ) .

F or Domestic S a le s  
(m onth s)

F o r  E x p o r t  S a le s  
(M onths)

7.

\ j J  

® [I
IK- I 2 L U a

i i J  I j D  C U -  

I X f  L i Z l

What are  yo u r  o v e r a l l  sug(;;estions to  in c re a s e  the e f f i c i e n c y  
o f  accounts  r e c e iv a b le s  management.
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10. Whether there is  any v er ifica tion  o f stores

(a) >lonthly( (b)V}lalf yearly/ (c )  ' Yearly j (d ) 'othersJ

11 . What is  the p o licy  o f your orgaiiisation about the value o f 
stock lim it o f -

(a) Raw material (b) Work-in-ProgreGS (c )  Finished Goods 

(d) Stores & Spares.

12. How does you w ill f ix  the norm o f d iffe ren t types o f inventory 
holding?

13« What are the problems o f Inventory Management in your m ill or 
org'misa t;ion?

What are your overa ll suj'j^estion for the better management o f 
your inventory in your m ill or organisation ?
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>

QmiP)T10:iT'l/vJRE on C..GH MAN/iGEMtWT 
sciu;d'J]J';-iv

1 . a) Is  there :Jeperat(j C ah Kimaenaicnt dopartment Yes | [ No |

b) I f  yes, what arc ±tj; f\uictioris.

2 ) a) How do you forcasts cash inflows and outflow?

b) What factors influe:icc Cash forecasting ?

3 . a) Do you prepare Cash Budget | y^s | * NoJ

b) I f  yes, when &• how such hud,i?ot is  prepared ?

c) Whiit period is  covered by Ca-h bud.fro t ?

d^ Do you hiive m onthly  Cash Budjjot: j Yes~T \ No

e ) Do you have i n t e m t i l  c o n t r o l  system f o r  Cash ?

Yes No

k,  a) Do you require to submit cash budget/report to the 
Corporation and the Ministry of finance ?

I Ye-s [ \ Noj

b) I f  yes, when
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5 . a) How do you assess the adc-quacy of Cash balance 
to kept ?

b) What are the factors thxt influence the above p o licy  ?

N

 ̂ 6 . a) Do y'lu invest excciis cash i)i 3l'iort--tom secu rities  ?

Ye^j No

b) I f  yoG, what fcictors are considered -..hile purcz^.iiiing 
d ifferen t o f secu rities?

i )  I’r o f i t a b i l i t y  i i )  L iquidity i i i )  Safety

iv )  others.

c) How is  such excess determined ?

7 - please tick  wliich should be the appropriate norms for holding sash 
for  maximum period o f time.

i p O days j |l3 days | 20 days j
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8 . How much cash crcd it yoiir org.anisai i on wnn grrmtod by the b:mk 
during the laat sijc years au follow s:

Tk. ( lakh)

1981- 8^

1982-83
1983-8^

1984-85

1985-86

1986-87

9 . How much interest you liave paid during the la st s ix  years on 
cash cred it?

Tk;(lnkb)

1981-82
1982-83
1983-84
1984-85
1985-86
1986-87

10 . What are your overa ll suggestion to increase the e ffic ie n cy  
o f Cash Management ?
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