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ii. The investment in inventories in public enteperises 1is
disproportionately high which creates working capital problem.
There was excess inventories of Tk. 2233 lakhs and Tk. 526 lakhs
in selected public sector jute and cotton mills respectively
compared to our model.

iii. Collection policy of public enterprises is very poor,
as a result a huge -fund is blocked in accounts receivables,
especially in advances. There was excess receivables of Tk. 18&&

lakhs and Tk. 242 lakhs in the selected public sector jute and
cotton mills compared to our model during the period of study.

iv. It is found that as a result of huge investment of
funds iIn inventories and receivables, cash flow generation 1is
very poor and there was huge shortage of cash amounting to
Tk.1195.75 lakhs in jute mills, but an excess cosh of Tk.B4_0A
lakhs was Tfound in the selected cotton mills compared to our
model .

V. Low demand of jute goods and serious competition in
international market, a huge stock of finished goods is piled
up which aggravates working capital problem. It was found that

eight months cost of production of finished goods was blocked in
godown compared to one month as suggested in our model.

vi . It 1is found that there is inefficiency and corruption
in procurement, storage and usage stages of raw jute in
public sector jute mills and both management, union and social
leaders are involved in it, which increases the raw jute cost.

vili. Private sector jute mills show higher prices of raw
jute cost in order to extract undue concessions from the
Government in terms of compensation for loss, to get cheap bank
loan and also to evade payment of taxes.

Vili. It is found that in public sector cotton textile
enterprises a huge stock of finished goods accumulate due to
lower purchasing power of the poorer section and clamour for
foreign cotton textile goods by the richer section of consumers,
which affects working capital;

viii. Itis revealed that undue demand of fringe benefits by
unions at the instigation of management and social leaders
enhances wages and salary costs which also creates working
capital management problem.



Dhaka University Institutional Repository

Xi. Cost accounting and cost control system is found
inadequate in public enterprises to control over expenditures.

X. Enterprise management under Bangladesh Textile Mills
Corporati on (BTMC) was -found incompetent in understanding economic
and diseconomies of raw cotton procurement. Enterprise management
want decentralisation, which in the opinion of Corporation 1is not

possible, as raw cotton 1is iImported on grant and Dbarter
agreement.
bl It is -found that there is lack of coordination between

production and sale in public enterprises which affects working
capital management problem.

Xil. Inventory turnover ratio is found very [low 1iIn the
public enterprises compared to standard which aggravates working
capital management problem.

>Tiil. It is revealed that there is no basic difference on the
level of efficiency between public and private sector
enterprises with respect to inventories, receivables and cash
components of working capital management and X test validated
this contention.

>"iv. It is revealed that, public enterprises are overmanned
either by ghost workers/or by surplus managerial people of the
disinvested mills and some workers, especially union leaders do
not work at all which increases undue wage and salary cost in
relations to production effort compared to private enterprises.

The Findings presented 1iIn this dissertation 1is an
empirical investigation into the working capital management
practices of the public sector jute and cotton textile industries
in Bangladesh, The fundamental objective of the study was to
design an operational model, which 1is being presented in Chpater
seven and the author believes that it will improve the working
capital management practice in jute and cotton textile industries
in particular, and in public enterprise in general. In addition,
this study also provides an insight into the comparatiuve working
capital management practices between public and private sector
enterprises disinvested after the new industrial policy of
19B2.In designing the suggested model, the author has reviewed
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ABSTRACT

Worliing capital plays an important role in day to day operations
of a business enterprise. The success or -failure of an
enterprises is very much dependent on its ef+icient management of
working capital. A-fter the liberation of Bangladesh, most of the
industries were taken over by the Government by a Nationalisation
order of 26th March, 1972 for better supervision, coordination
and control and were vested with specialised sector corporations
to run those as public enterprises. The performance of these
enterpises was, however, extemely disappointing especially in the
area of jJute and cotton textile industries. Most of the
enterprises iIn jute and cotton textiles became sick due to
continous losses and and erotion of equity. The efficiency of
public enterprise was a debatable issue between the two group
of economists planners, Tfinanciers.One (group questioned the
efficiency of running those enterprises, especially they noted
the lack of proper working capital management was one of the
major problem. It appears from the annual reports of Bangladesh
Jute Mills Corporation <BIJMC) and Bangladesh Tey.tile Mills
Corporation<BTMC) that most of their enterprises have negative
net working capital position. Morever, most of the respondents in
our survey strongly agreed that working capital management is a

number one problem inpublicenterprises, especiallyin Jute
and Cotton textile iIndustries of Bangladesh.
3848nfi

The present research is based on the analysis of data
collected from primary sources and secondary sources data were
also used. The data were checked and cross chequed by two groups
of respondents from both the selected mills and corporations head
office and top officials of Bangladesh Bank and Commercial Banks,
The major technique of analysis used in this study is "FACT
METHOD"™. This 1is a financial analysis consultancy technique which
was Ffirst used 1in United Kingdom to train the non-financial
business exceutives in financial management (see annexure 1 -
X1>. To test the validity of the study onefficiency between
Public vs Private enterprises Chi-Squire testwere also wused Iin
the sutdy.

The major findings of the study are summarised as follows:

i. Management of public sector jute and cotton textile
enterprises do not calculate their working capital in an
objective manner.
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ii. The investment in inventories in public enteperises is
disproportionately high which creates working capital problem.
There was e>lcess inventories of Tk. 2233 lakhs and Tk. 526 lakhs
in selected public sector jute and cotton mills respectively
compared to our model.

iii. Collection policy of public enterprises is very poor,
as a result a huge -fund is blocked in accounts receivables,
especially in advances. There was excess receivables of Tk. 1866

lakhs and Tk. 242 lakhs in the selected public sector jute and
cotton mills compared to our model during the period of study.

iv. It is -found that as a result of huge investment of
funds 1In inventories and receivables, cash -flow generation is
very poor and there was huge shortage of cash amounting to
Tk-1195.75 lakhs in jute mills, but an excess cash of Tk.84.06
lakhs was found iIn the selected cotton mills compared to our
model .

V. Low demand of jute goods and serious competition in
international market, a huge stock of finished goods is piled
up which aggravates working capital problem. 1t was found that
eight months cost of production of finished goods was blocked in
godown compared to one month as suggested in our model.

Vi. It is found that there is inefficiency and corruption
in procurement, storage and usage stages of raw jute in
public sector jute mills and both management, union and social

leaders are involved in it, which increases the raw jute cost.

vViil. Private sector jute mills show higher prices of raw
jute cost in order to e>ltract undue concessions Tfrom the
Government in terms of compensation for loss, to get cheap bank
loan and also to evade payment of taxes.

vii. It is found that in public sector cotton textile
enterprises a huge stock of finished goods accumulate di.le to
lower purchasing power of the poorer section and clamour for
foreign cotton textile goods by the richer section of consumers,
which affects working capital;

vili. Itis revealed that undue demand of fringe benefits by
unions at the instigation of management and social leaders
enhances wages and salary costs which also creates working
capital management problem.
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Xi. Cost accounting and cost control system is -found
inadequate in public enterprises to control over e>Ipendi tures.

> Enterprise management under Bangladesh Te>:tile Mills
Corporation (BTMC) was -found incompetent iIn understanding economic
and diseconomies of raw cotton procurement. Enterprise management
want decentralisation, which in the opinion of Corporation is not

possible, as raw cotton 1is imported on grant and Dbarter
agreement.
>0, It is -found that there is lack of coordination between

production and sale in public enterprises which affects working
capital management problem.

Xii. Inventory turnover ratio is found very low 1in Fhe
public enterprises compared to standard which aggravates working
capital management problem.

>:iii. It is revealed that there is no basic di-fTerence on the
level of efficiency between public and private sector
enterprises with respect to inventories, receivables and cash
components of working capital management and X  test validated
this contention.

>{iv. It is revealed that, public enterprises are overmanned
either by ghost workers/or by surplus managerial people of the
disinvested mills and some workers, especially union leaders do
not work at all which increases undue wage and salary cost in
relations to production effort compared to private enterprises.

The Ffindings presented in this dissertation 1is an
empirical investigation into the working capital management
practices o+ the public sector jute and cotton textile industries
in Bangladesh. The -fundamental objective of the study was to
design an operational model, which is being presented in Chpater
seven and the author believes that it will improve the working
capital management practice in jute and cotton textile industries
in particular, and in public enterprise in general. In addition,
this study also provides an insight into the comparatiuve working
capital management practices between public and private sector
enterprises disinvested after the new industrial policy of
1982.In designing the suggested model, the author has reviewed
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the existing western models of inventory, cash and receivables
components oFfF working capital. The author has also examined the
norms of inventory and receivables suggested by Tandon Committee
appointed by the Reserve Bank of India -for jute and cotton
textile industree. The inventory norms suggested by Bangladesh
Bank for 250 looms(narrow) jute mills has also been examined.

The author -found that Inventory model such as Economic
Order Quantity<EOQ) or Miller or Model for Cash management and
other models suggested by western scholar are not practically
applicable in the enviornmental constraints of Bangladesh,
Similarly the Inventory and receivables norms suggested by the
Tandon Committee of the Reserve Bank of India"s study are also
not valid under the socio-economic conditions of Bangladesh. The
norms suggested by Bangladesh Bank for the inventory (250 looms
jute mills only) is very rigid and is not applicable for all
types of jute mills (big and medium mills). Moreover, this norms
is determined for bank credit only. Bangladesh Bank has not
suggested any norms for receivables and cash components of
working capital. It has also not suggested any guidelines for
cotton textile industries.

The model designhed by us in chapter seven considered
all components of working capital management, i.e. each item of
inventory model, cash model and receivables. In order to carry a
reasonable level of current assets in relation to production
requirements, the maximum permissible limit of bank
borrowings(cash credit/overdraft) has been worked out under three
innovated methods. The model has been tested by comparing actual
figures of inventories, receivables and cash with our planned
figures as per model, and it is revealed that there was excessive
blockage of fund of Tk. 2229 lakhs, and Tk.1866 lakhs in
inventories and receivables respectively in the public sector
jute mills during 1982-83 to 1986-87, and the jute mills could
save Tk,574 lakhs as interest income only out of the blocked
fund. But there was huge cash shortage of Tk. 1196 lakhs in
public sector jute mills compared to our model,

and the shortage has been made by means of excessive bank
borrowings. Only in 19B7, the big jute mills had Tk.1171 lakhs
excess bank borrowings compared to our model with a heavy
interest burden. In cotton textile mills excessive amount of Tk.
526; Tk. 242 and 84 lakhs was found blocked 1in inventories,
receivables and cash respectively, and the three cotton nmills
could save Tk. 119.29 lakhs as interest income only out of the
blokced fund. The impact of our model has been tested on the
accumulated net profit/and cashflows of the selected enterprises.
The analysis revealed that the accumulated
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loss Tk.115£) lakhs of 3 jute mills over five years could have
been reduced by Tk,574 lakhs only out of savings of interest
income. Similarly negative cash-flows balance of Tk. 1195.75 lakhs
woulld have been reduced to only Tk. 6>22.~S lakhs i-F our model is
adopted- By adopting our model the three cotton mills could earn
an excess profit of Tk.119.29 lakhs, and the accumulated balance
of negative cashflows would have been reduced to Tk.I"S4--2?79 lakhs
instead of actual Tk.1573.68 lakhs during the period of study.

The suggested model is a welcome departure Tfrom the
e>:sting credit appraisal done onthe basis of post-mortem
analysis of balance sheets historial data. This is a long-term,,
planning model and a future oriented approach production 1likned
credit ensuring element of Fflexibility. Our model, if adopted
will improve the working capital position by strengthen!ng “the,
current ratio In the public sector jute and cotton textile
At"ANprisesTrTparti cutiar and publ ic™nterpr ises of Eiangladesh in

general.
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PREFACE

The thesis presents an analysis on the problems that
account for inefficient management of working capital in the
public enterprises of Jute and Cotton te>:tile industries under
the administrative control of Bangladesh Jute and Textile Mills
Corporations respectively. The study also provides a descriptive
operational working capital management model which will enable
the policy markers, planners and especially the management of the
public enterprises to operate their working capital managment
more efficiently and effectively under the enviornmental content

of Bangladesh.

The profitability and liquidity position of most of the
public sector jute and cotton textile mills are very pr~*rious.
The negative or low profitability acts as a stumbling block to

the development of such public enterprises.

There may be handful of reasons for negative or ,1low
profitiability in the jute and cotton textiel industries. But the
financial experts and analysts are of the opinion that the
inefficient management of working capital 1is one of the principal
cause of such eventualities. But, unfortunately the jute

and cotton textile enterprises in public sector have failed
miserably to achieve the desired level of efficiency since the
day of natioalisation(since 26th March,” 1972). The thesis
endeavours to present a clear and coherent national picture on an
important area like working capital management of public

enterprises in Bangladesh.
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STRUCTURE OF THE THESIS

There are eight chapterji in this thesiB. Chapter one
provides an intorduction to the study. The probleiT! to be studied,

objBcti veis and hypotheBes are outlined. The potential

importance af the study is also explained in this chapter.

Chapter two presents a cDmprehenBi ve review oF the
literature on working capital management. After reviewing the
e™>ITsting literature, the chapter also eriumerates the Balient

-features and gaps oFf existing knowledge.

Chapter three is also a kind of review of literature
mfocuBed on -financial modelling- It covers a compr ehensi ve
conceptual analysis about efinancial modelling and relevant

concepts and definitions relating to working capital management-

The methodology of the research is presented in detail
in chapter -four. It covers the selection o samples, sources and
collection of data. Explanation on designed questionnaire is also

given iIn this chapter.

Chapter five is the first chapter which gives analysis

and reports of the findings of the study. It also 1includes the



Dhaka University Institutional Repository

detailed snalyses and findings of the investigations into the
three sele”*cted pufcilic sector _.iute mi 1i£ and three public sector
itile mills seperately based on time series and cross

sectional data.

Chapter si>: gives a comparative picture between public
and private sector jute and cotton te>!tile industries. It also
covers detailed analysis and findings based on time series and
cross sectional data between public and private enterprises of

jute and cotton te>;tiles industries respectively.

Chapter seven presents our innovated research based
Hodel, which was the ultimate objective of the study. The real
contribution of this study 1is our des”g-jkptive oﬁera}ional modell
on working capital management of public enterprises in Bangladesh

is portrayed in this chapter. "

Finally, a summary of study and conclusions are
presented in chapter eight. ~ In addition, this contains
discussions on the policy implications of the study as well as

suggesting directions for further research iIn the Tfield.
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CHAPTER- ONE

INTRODUCTION, PROBLEM STATEMENT, OBJECTIVES & HYPGTHESES

1.1 INTRODUCTION

Both the jute and cotton textile industries of Bangladesh
are labour intensive in nature e>Iport oriented and import
substitute respectively. Their 1importance, background and

problems are presented below simultaneously.

1.2 JUTE INDUSTRY

1.2.1 Importance

Jute the most signi-ficant andagrobased 1industry of
Bangladesh plays an important role in the economy o-f Bangladesh.
About 40 percent of the total -foreign exchange of the country is
earned by exporting jute and jute goods alone} Started In mid-
fifties jute industry grew up in the background of abundance of
locally available raw material <i.e. raw jute) and cheap [labour
to dominate theindustrial scence of Bangladesh, though 1its share
in industrial output has declined with expansion of the
industrial base. In the year 19B7-Q8 the total actual production
of jute goods was 244.2 thousands metric ton in thirty five jute

mills under Bangladesh Jute Mills Corporation<BJMC> during the

first nine months and estimated production was 333-3 thousands

2
metric ton during the whole year. The third plan production
1,The Planning Commission, Ministry of Planning, Govt. of
Bangladesh.The Third Five Year Plan(19B5-90), Table 2,

P 77.

2. Ministry of Finance. Govt, of Bangladesh, Bangladesh
Economic Survey, p 97-98.
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target has been set at 650 thousand tons jute goods, but much
depends on nature and competition of world demand and internal
supply of raw jute and there have consequences with respect to

3
health o™ the industry.

The total quantity of jute goods exported was 285 thousands
4

metric tons and value thereof was Tk- 5319 million in 1987-88.

Despite the emphasis on the rapid development of the jute
industry in Bangladesh most of the jute mills had incurred heavy
operating losses since March, 1972. During the last +ive year
ending June, 1988, total accumulated loss of 77 jute mills both
in public and private sector stood at Taka 781.68 crores. In
1972 the Jute Mills Corporation started with a negative net
working capital of Tk. 52.49 million and during 1986-87, total
equity stood at negative balance of Tk. 2962.92 million gnd the
erosion of equity was primarily due to these heavy losses.

One of the most serious problems for which the present jute
industry7 has been suffering is the Wgrking cgpital management
problem.

3. 1bid, p 239.

4. Ministry of Finance, Govt, of Bangladesh, Bangladesh Economic
Survey, 1987-88, p 101. N

5. The Daily Bangladesh Observer, 9th August, 1989- ~ “
6. Bangladesh Jute Mills Corporation -Annual Report 1986-87
7. B.U. Ahmed, "A critique of Industiral management in

Bangladesh"™ s The Business Review, Vol.2, No.l1l, Jan.-
April, p 69.
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1.2.2 THE PROBLEM

Presently jute industry ot Bangladesh have been suffering
from multi furious problems like inefficient management,
corruption, disruptive union and social leaders influence,
inter™lonal competition of jute goods, shortage of spares,
electricity failure, non-availability of coasters and burgee and

working capital management.

Among all the problems of the financal managment of jute
Industry of Banglasesh, the problems of working capital
management have probably been recgnised as one of the most
cruicial one. The fact is that working catipal is regared as the
life-blood of a business or industry. Just like blood-stream in
the human body, working capital always helps a business/industry
concern to gain vitality and life strength. J~r~fitability and
solvency of a business depend greatly on the proper and efficient
management of working capital, while its inefficient management
may lead not only to chronic financial crisis, but to an ultimate
closure of business. A deeper understanding of the importance of
working capital management helps a concern to maximise Ffinancial
return on the minimum investment. The term Working Capital for
the purpose of our study has been defined as the amount of fund
which 1is utilised in financing day to day operations, i.e. (ross
current assets, such as cash, inventory, accounts receivables,

and short-term investments and advances.
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Jute industry plays an important and vital role 1in the
econoroy of Banglases-h as. it iIs th© main largest agrotJased,
labour-intensive and export oriented industry ot Bangladesh. By

exporting Jjute goods alone,the country earns foreign exchange

a
about 25/. of the total export earnings. After the liberation of

Bangladesh, all the jute mills in Bangladesh were nationalised
and brought under the management of Bangladesh
Jute Mills Corporation (BJMC) on the 26th March, 1972- since
national isation, “~the jute industry is in the”grip of serious
working capital problem. The problem gradually turned into grave
with the incurrence of continuous losses went on increasing and

9
stood at Tk. 360.2 million by the end of Second five year plan.

(i.e. at the end of 1985). The planning commission. Govt. of
Bangladesh, in its two year plan mentioned that increased cost of
raw jute, higher prices of stores and spares, huge 1increase in
interest on bank borrowings, increase iIn wages and salary

structure were mainly responsible for the heavy losses in the

10
jute mills under BJMC.

8. Ministry of Finance, Govt, of Bangladesh, Bangladesh
Economic survey, 1987-88 pi (Calculation of percentage
have been made by us.)

9. The Planning Commission, Govt, of Bangladesh. The Two Year
Plan. 1978-80.

10. The Planning Commission, Govt, of Bangladesh, The Two
Year Plan. 1978-80.
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Authorities on Tfinancial managemet. are of the opinion that
one of causes of Ildsbbb incurred by an enterqrise can be located
in its problem of working capital management. "

The report of the liquidity gap committee on jute mills
appointed by the Government in 1972-73 showed that there was a
negative actual net worlcing capital of Tk. 524.7 million in the
jute industry of Bangladesh.12

The Annual Reports of BJMC of 1972-73, and 1977-70
mentioned that the jute mills were in difficulty with their
liquidity position due to less turnover and heavy operating
losses. The stock-level of the jute industry 1increased year
after year which blocked working capital, thus necessitating the
jute mills to seek cash credit from commercial banks as the only

, ~14
means of woking capital.

11. Charles W. Gerstemberg,(1962) Financial Organisation and
management of business,Bombay,Asia publishing House, P291

12. Ligiidity Gap Committee, Govt. of Bangladesh,Nationalised
industries Pivision_.Report on 1iQuidity Gap of nationalised.
Industries. 1973.

13. The Annual Reports of BJMC, 1972-73, p47 ,1976-77 ,p29 33-

14, BJIMC “ Annual Report. 1975 - 76,pi.
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The British Mission to Adamjee Jute Mills, while analysing
the net working capital suggested that excessive accumulation of

finished goods stock should be minimised through better inventory
15
control.

Ahmed in his study of the profitability of the jute

industry in Bangladesh found that all the jute mills had been

incurring substantial losses in the post nationalisation period-

Habibullah carried out a study on "Industrial efficiency and
profitability of jute mills in Bangladesh ( 1974) where he
mentioned that working capital management was one of the

17
sickening probnlems of the jute industry of Bangladesh-

15. The British Mission to Adamjee Jute Mills® “Balancing
Modenisation and Renovation Prooram ' Dhaka. 1978.

16. Qazi Kholiquz2aman Ahmed(1973) " An analysis o f _ the
Profitability of the jute industry of Bangladesh in Pgst—-
liberation period “ BIDS. Vol 10, p4.

17. M. Habi bull ah. <1974) * Industrial efficiency ...... and__

profitability of iute mills iIn Bangladesh. Bureau of

Economics Research,Dhaka University, pi-
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18 19 20 21 22 23 24
Moza-f"ar, Zaman, Khan, Hasan, Raquib, Awal , handal

and Saha, Z?n their respective studies also -found the problems of
working capital mangement in the public sector jute Mills in
Bangladesh. The UN Conference on trade and development emphasised
that syntehtic substitutes had led to a world wide decline in the
consumption of jute - a plant whose fibre is used mainly 1in
carpeting twine and packing. The expected continuation of this

trend threatens to erode export earnings of Bangladesh where 75

percent of the foreign exchange earnings comes from jute

26
industry. The requires a specific indepth analysis.
18. Muzaffar Ahmed, Industrial Finance in Bangladesh, Dhaka
University, 1976 p31l.
19. M.M.Zaman, Ilbid, p89,
20. S.1.Khan, "Financial Problems of jute Industry”™ Problems of
jute sector'™ BJMC, 1978, p56.
21. M.N.Hasan, The Cost A Management, July 1978, Vol 5, p33.
22. Rakibuddin Ahmed, BIDS, 1978, p3.
23. A_K._Awal, Bangladesh Babostapana, Dhaka, Abu Publication
1980, p85.
24. A_Mandal, Productivity of Jute Mills in the Khulna Zone of
BJIMC
25. A_.C.Saha, (1982)A study of some problems of working capital

management in the jute mills of Dhaka Zones, Bangladeshj__
unpublished, Ph.D.Thesis, Baroda, p420.

26. Editorial iIn Economic Times, Jan. 25, 1981.
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Another study established that an average gross return
mfrom the export of all jute manu-facturers. in the year 1969-70 was
about 12 percent. Both these calculations included export bonus
scheme earninQ§, butzgithout bonus earnings there would have been
considerable losses. The First Five Year Plan of Bangladesh
provided that all the jute mills would have to guarantee a fixed
return of 7.5 percent on the original investment inclusive of

2B
loan and equity.

The planners, the Economists, the top executives of BJIMC
and finally the Govt, of Bangladesh have underscored the need for
Working Capital management problem of the Bangladesh Jute Mills
Corporation. The postponment of the solution of Working Capital
problems in the jute mills is the postponment of the industrial
efficiency and”""improvement in productivity.

27,Qaz i Khol iquzzaman Ahmed,*™Wa® the jute industry profitable
in Pre-1iberation days™*? The Business Review, Vol. 3,

No.2, Apr. - June, 1977, p 30.
2B. The Planning Commission opcit, p259,
29. Raihan sharif, "'some Ffinancing and related issues iIn
Bangladesh devlopment context” Industrial finance in

Bangladesh, Dhaka University,1976,p29.
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1.3 COTTON TEXTILE INDUSTRY:

1.3.1 IMPORTANCE

Cotton textile industry plays an important role in the
economy of Bangladesh. Its role has been felt since the very dawn
of civilisation and is considered to be unique in human life.
Cotton Textle has been historically the pathblaser for
industrialisation, starting from the industrial Revolution in
1779 down to the present time. Success story of Japan, Hongkong,
South Korea and many other countries in economic development in

the Post"World War |11 period started with the Cotton Textile

30
industry. The Cotton textile industry provides clothing, which

is a basic human need ranks next to food only in order of
importance. The industry occupies a significant position in the
economy of Bangladesh and in terms of value added and employment,
cotton textile 1industry comes only aft” jut™MAdj-istry- It

contributes about onefourth of total GDP and provides employment

31
around 700 thousands people. It is one of the most important

labour intensive and import substitute industry of Bangladesh.

In the Third Five Year plan, the Government of Bangladesh
has stressed much more importance to devlop the Cotton textile
indistry in view of its large contribution to employment and to
30. Planning Commission, Government of Bangladesh, Dhaka3

The Third Five Year Plan- 1985-90, p 240.

31, lbid, p 241.
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cloth supply, mainly to rural consumers, and the main -focus of
the Third Five Year Plan is to ensure harmonious development of

32
the modern textile sector with the handloom sector.

r

1.3.2 THE PRESENT POSITION OF THE COTTON TEXTILE INDUSTRY OF

BANGLADESH

Most of the textile mills in Bangladesh were
natioalised on March 26, 1972, under the presidential order No.
27, of 1972. The Bangladesh Textile Mills Corporation <BTMC) came
into being on the same date with the iInitial share capital of
Tk. 5 lakh fully paid up by the Government. In 197>, however,a
seperate ministry for the textiles had been created and the BTMC

accordingly been placed under ite direct control.

According to the second schedule of- the National isation
order, in all M Textile units were placed at the administrative
control of Corporation. Subsequently some more mills were vested

under the control of BTMC, increasing the total

33
number of enterprise to 74, subsequently Government distnvested

i0 specialised mills having installed capacity during Fevruary,
1977 to November, 1979. Another 4 Textile mills having capacity

of 82,440 spindles, and 2046 looms were put under Jliquidation

34
from February, 1982.

32. Ibid, p 241.
33. BTMC, Annual Report 1984-95, p4 \Y,

34. Ibid, p4
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In pursuance oi New Industrial policy, doclared by the
present Government in June 1982, 24 operating textile mills
having spindles of 4»63,816 and 3059 looms were transferred3 to
the former Bangladeshi Shareholders,during 1982-03 to 1984—85.5
BTMC had 34 textile mills and specialised mills in operation as
on 30-A-1985. The installed capacity in operation during 1984-85,
was 6,61,864 spindles and 3111 looms- Out of two textile mills
under construction during 1984-85,Magura Ttxtile mills having
installed capacity of 25056 spindles had gone into trial
production. The present strength till 1980, there are 41
textile mills under BTMC. The accumulated loss of the Corporation
during the year 1987-89 was estimated at Tk. 3000 IaNhs?7ln 1986-
87 BTMC had a negative net working capital position amounting

38
Tk.76.90 crore.

1.3.3 PROBLEM STATEMENT

Among components of working capital inventories occlLipy® a
strategic position in the structure of working capi”~l_of BTMC

enterprises. The profitability of a concern depends considerably

35. Ibid p 4.
36. BTMC Monthly MIS Report, October, 1988, pp 2-3.

37. Ministry of Finance, Govt, of Bangladesh, Bangladesh
Economic Survey 1987-88, p 66-

38. BTMC, Annual Report, 1986-87, p 4.
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upon the turnover of the inventories subject to the existence of
margin. of all the components of the working capital, the value
of the inventories 1is usually found to be the highest- The
selected cotton textile mills the average inventories constituted
about 65 percent of the current assets as shown on the Balance

Sheet drawn on 30-6-87(Table 5.5>.

The "Daily Ittefag" iIn its editorial in 27th September,
1987 reported that there were 17110 bales of Yarn and 11213 bales
of cloth had been lying as unsold stock in the stores of 36
Textile mills of BTMC. During the Tfield survey, it has come to
our notice,that most of the BTMC enterprises do not follow the

standard norms of inventory in practice, as per the guidelines of

I I I I 1 's M Inl wouon o ] f

"Stores Manual" prescribed by BTMC for controlling their various
items of inventories, such as, raw materials, work-in-progress,
finished goods and stores and spares. It appears, therefore, that
“management of inventory most effeciently and effectively is the
challenging task faced by the public sector textile mills under
BTMC. About 39 percent of working capital is blocked in
receivables. As a result of blockage of funds iIn inventories and
receivables, there is cash shortage in cotton textile industries.
Among all the problems of financial managment, the problems of
working capital management have probably been recognised as the

most crucial one.

However, the planning Commission, Government of Bangladesh,

Ministry of Textiles, World Bank, BTMC Authorities, Mills
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Managefiient, all have shown concern to the problems of wokring
capital management of public sector cotton textile mills. Under
the context, the present study is an attempt to fill up the gap

D-Ff knowledge into this end.

1.4 THE SCOPE AND OBJECTIVES OF THE STUDY s

The main purpose of the present study is to examine the
problems of Working Capital Management in the 3 (three) selected
public sector jute and 3 (three) cotton textile mills under the
Bangladesh Jute and Textile Mills Coj”porationa respectivly and
to design/suggest model which might be helpful in improving
the working capital managment by way of better planning and
control of the same iIn the public sector jute and cotton textile

mills in particular and public enterprises in general.

The findings of this study will be presented in the form
of a model. Attempthas also been made to compare the three

public sector jute mills with three private sector mills and three
N N

public sector cotton textile mills with three private sector
mills for the purpose of investigation. However, the Tfollowing

specific objectives are enumerated below:-

1) To ascertain the existing system of the working capital
management in the public sector jute and cotton
textile mills in Bangladesh, so far the management of

Working capital 1is concerned.

2) To analyse the efficiency of Working Capital management
in the selected jute and cotton textile mills from the
period 1982-83 to 1986-87.
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3 To indent!-fy the problem of working capital management
in each of its, components, 1i.e. inventory, receivables,
and cash.

iy The desire to test some of the observations that have
been made about the problems of working capital
Management by some research scholars, planners and
economists.

5) To see whether there is any speci-fic policy -formulated
by the anothority for the working capital managment of

the public sector jute and cotton te>:tile mills in
Bangladesh,

YY) To see whether there are speci-fic -factors responsible
for the management of working caputal for the public

sector jute and cotton textile mills as compared to
private sector.

7 To see whether i1t is possible to lay down an
operational model or norms for the management of

working capital Tfor the public sector jute and cotton
textile industries in Bangladesh.

1-5 THE HYPOTHESES

In order”~real ise the objectives of the study and our
review of literature <Ch. 2). the following specific hypotheses
and sub—-hypotheses were developed for verification through

empirical investigation.

1. Investment in inventorie” is disproportionatly high, which,

creates working capital management problem in public enterprises.

For proper-diacussion, the hypothesis has been divided into

the following sub-hypotheses:

< .
i. Unplanned procurement of raw materials eats up a big
chunk of working capital of jute nmills;
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ii. There is ine-fFficiency and corruption in procurement,
storage and usage stages of raw jute in public sector
jute mills;

iii. Enterprise management of cotton mills are weak and
incompetent in understand!ng the economic and dis-
economies of raw cotton procurement;

iv. Low inventory turnvoer ratio of finished goods is
reBponsible for working capital management crisis to

a large extent;

V, Low demand of jute goods and serious compeltiton
in international markets a huge stock of finished
goods is piled up;

Vi. In cotton textile enterprises, a huge stock of
finished goods accumulates due to lower purchasing
power of poorer section and clamour for foreign
cotton goods by the richer section of consumers;

vii. Procurement of stores and spares is more complicated
in cotton textile mills compared to jute nmills,

2- For poor collection policy, a huge fund is blocked ~in

receivables, which creates working capital problem 1in public

enter"prises.

For proper discussion, the hypothesis has been divided

the following sub-hypothesLs:

i. For poor collection policy, a huge fund is blocked in
trade debtors, which creates receivables management
problem;

ii. Management are reluctant, and in some occassion become

helpless in realising advances from employees because

of undue Government order under the pressure of union

and social leaders, as a result a huge fund is blocked
in advances over a long period.

into
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3 Cash planning is ineffective in public enterprise.

" 4. Private sector jute mills show higher prices of raw ~
jute cost iIn order to extract undue concessions from
the Government iIn terms of compensation for loss,

to get cheap bank loan and also to evade payment of

taxes.

5. Undue demand of fringe benefits by unions at the
instigation of management and social leaders
enhanced undue vjage and salary costs.

6. Cost accounting and cost control system is very
inadequate. n
7. Lack of coordination between production and sales

affects working capital management prblem.

8- There is no basic difference on the level of
efficiency between public and private sector
enterprises with respect to inventories, recei-
vables and cash components of working capital
management. ?

9- Public enteprises arefovernamed”either by ghost
workers/or by surplus®iWanagement people of the
disinvested mills, and some workers, especially /
union leaders do not work at all, which increases
undue wage and salary costs iIn public enterprises
compared to private sector.

1.6 Value of the Research

As has been already stated, the present study attempts to
analyse the problems of working capital management in the public
enterprises in Bangladesh, especially in jute and cotton textile
industries under administrative control of Bangladesh Jute and
Cotton Te>!tile Mills Corporations respectively. The study also
suggest a model which will be helpful in improving the working
capital management by way of better planning and control of the

same In the selected public sector jute and cotton textile
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enterprises in particular and public enterprises in general.
Attempts has also been made to compare the e+ticiency of working
capital management between public and private sector jute and
cotton textile enterprises. The -findinge and recommendatione will
n"t only be an original contribution to knowledge, but also
implications for the Government, planners, bankers and
financiers, various related agencies, jute and textile mills

corporations and the management of public enterprises.

The present study provides a more clear and coherent
picutre of the different components of working capital position,
i.e. Inventories, receivables and cash and analyses the problems
of each component with suggestive solution in the form of a
descriptive model. This study will also have implications for the
ellisting controversy over efficiency between public and private
sector industries and will help understand whether private sector
enterprise is better in managing their working capital compared
to public sector or vice versa, and whether disinvested private
enterprises are earning higher profits than public enterprises or

vice versa.
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CHAPTER- TWO

LITERATURE REVIEW

2.1 Introduction

The purpose o+ literature review in the area o» working
capital management of a developing economy like Bangladesh public
sector enterprises is to seek academic validity -for the present

study and indicate its potential contribution.

A hand-ful ofF studies have been carried out to analyse the
economics o+ public enterprise, especially iIn jute industries,
but only a few research studies have been undertaken on the
working capital management of jute and cotton textile industries

in Bangladesh.

2.2 JUTE AND COTTON TEXTILE INDUSTRIES:

Rehman & Muzaffar in their book "Public Enterprise 1in an
Intermediate Regime" stated the specific problem to raise
adequate working capital by public enterprises to finance running

costs in 1972-73 and estimated the liquidity gap of BJMC and BTMC

1
to the tune of Tk.5247 lakh and Tk. 290 lakh respectively.

1. Rehman Subhan h Muzz afar Ahmed(1978>Public Enterprisps in
Intermediate Reaime--BIDS/496-498, Table 22.5.

N.Bi- 10 lakh = 1 nillion.



Dhaka University Institutional Repository

19
In his study onworking capital problems of jute mills
during 1975-7~> Rahman mentioned that jute mills were facing
2
acquateshortage of working capital. He stated that a large
portion of the workingcapital blocked in finished goods due to

non-availability of shipping space, coaster and barges and delay
in shipment as well as low demand of jute goods in international

market due to synthetic products.

Alimullah®s study on Inventory Management in 1969 confirmed
the hypothesis that the jute industry did not establisg the
minimum stock level of inventory baséa upon probable needs.

Ahmed®"s <1976> study on financial structure of jute industry
also mentioned that no precise estimate of working capital were
available. There was a liqudity gap in the jute mills of
Bangladesh during 1972-73. He mentioned that the total working
capital requirements of Bangladesh Jute Mills Corporation were

Tk.12505 lakhs and that of net working capital requirements were

Tk, 3462 lakhs in 1972-73.

2, A_H.M. Habibur Rahman(1976> Industrial Finance jn Bangladesh
Bureau of Business Research, Dhaka University.

3. Alimullah Miyan (1969) Inventory Management in East
Pakistan<Bangladesh) Dhakas Bureau of Economic Research,
Dhaka University, PP 10-31.

4- Qsri Kholiquzzaman Ahmed (1976) . Jute Manufacturing Industry
of Bangladesh published Ph.D. thesis, London School of
Economics,pp 175-130,
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Habibul lah (1974) studied 16 jute mills taking 5 years

5
Annual reports- His study was not carried out specifically on

the working working capital management but mentioned among other
things that working capital was the most sickening problems for
the jute industry ai Bangladesh. He also pointed out that one of
the causes of low profitability in the jute mills in Bangladesh
was excessive accumulation of current assets in the form of

inventory and receivables.

Abdullah®"s study on six textile mills in Bangladesh during
1975-71, indicated that the slow movement of the inventory
greatly affected the liquidity position and careated excessive
dependence on bank finance for working capital requirements. He
also mentioned irregularities and mis—management in the field of

working capital management.

Bangladesh Shi lpa Rin Bangstha conducted a sample survey on
16 jute mills iIn August-September,1973 to determine the cost
structure and showed that loss per ton heesian, sacking7 and
carpet backing were Tk. 400, Tk. 268 and Tk.733 respectively. The
negative margin might have a direct bearing on the liquidity gap
and poor management of working capital.
5. M. Habibullah <1974) Some aspects of industri_#1 efficiency

and profitability of the jute mills in Bangladesh, (Bureau

of Economic Research, Dhaka University, pi.

6. A.B_M. Abdul lah <1977) "Working Capital ManagementJive

Business Review. Dhaka University, Vol.l, Jan. - March,
p 114.
7. Bangladesh Shi lpa Rin Sangstha (1974)- Annual Report

1974-75 Vol .3. No.l, P 11-19.
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Battacharjee®"s study on the accumulation of current assets
in the jute industry of Bangladesh during 197%>“77 indicated that
excessive current assets valuing Tk. 99 crores were accumulated
in the jute industry of Bangladesh.8

BJIIC in its 5th Annual Report mentioned that the corporation
started which an accumulated loss of Tk. 14520 lakhs on 1.7.1976
which amount increased to Tk, 19837 lakhs in 1976-77 despite
higher production due to uncontrollable factors and high cost of
ravj jute, higher overhead and low selling price of jute goods in
international market.9

Alamgir in his stury of public sector enterprises of
Bangladesh including the problems and prospects of jute industry
threw light on the problems of working capital management created
as a result of bottleneck in the supply of raw jute, adverse
liquidity, lack of internal finance, excessive dependence on the
bank borrowings shortage of foreign e>:change and higher cost of
production.l0 He also suggested cost reduction, so that, the need
for export subsidization is minimised at least.

8. Bureau of Business Research, Current Assets in the jute

industry of Bangladesh ((1976-77) unpublished Research
Study, Dhaka University, PP 20-30-

9. Bangladesh Jute Mills Corporation (1976-77) Annual Report,pi.

10. Mohiuddin Alamgir<1974) Nationalised industries in
Bangladesh -problems and prospects. The Bangladesh
Developfnent Studi es (BIDS) Vol. 2, No. 3, pp 6757679.
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Ahmed in another study indicated that the overall -Ffinancial
per-fcjrmance of the jute industry was disastrous, due to power
mfailure, absence of law and order, and ine-fficient institutional

11
arranagements.

Khan in a study on inter—firm comparison of the 44 jute

mills based on data of 1972-73 only relating to its

pro-fitabi 1lity, solvency liquidity andoverall viability indicated

that huge stocl: pilingcreated the shortage ofF working capital
12

problems.

Ahmed in another study of the First Five Year Plan physical
target for the jute industry in Bangladesh men tioned that out of
792000 tons installed capacity 446170 tons were actually produced
in 1972-73 which reprocecuted 56.85 percent of the capacity
utilisation against 74-13 percent in 1969—75? The causes of
underutilisation of capacity were due to non-availability of
spares, frequent failure of power supply, problems of working
capital and transport problems.

11. Qa™i oliquszaman Ahmed<1973) A note on the capacity

utilisation 1iIn the jute manufacturing industry of Bangladesh,
Bangladesh Development Studies, Vol. 1, No,1l, Jan. pp 103-110.

12. M. Khan (1977) “"The use of iInt*r-firm_ comp”rison in_
performance evaluation”. The Cost & Management Accountants, Jan.-
June, pp 7-16.

13. QaziKholiquzzaman Ahmed <1977) '"Was the jute manufacturing.,,
industry profitable during pre~l iberation dyB.. The_ _ Busineas_
Revi ew. Dhaka University, Vol.3, No.2, April-June, p 30.
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Haque®s study 1indicated that the jute industry -failed to
estimate working cpital requirements and inventory policy was
poor in most of the mills. Receivables policy appeared to be
unsound in most miII;% The lack of planning and controlling of
working capital resulted adverse on the profitability of all the
nationalised enterprises including the jute industry.

Saha carried out the most importantresearch study on the
"Problems of workingcapital management in the jute mills of

15
Dhaka Zone-

He indicated that the accumulation of
Tk.845.53, Tk.1017.13 lakhs and Tk.1916.81 lakhs in work-in-
progress, Tfinished goods and stores and spares resgectively for
the period under study blocked the working capitaI}

Hossain <1984> carried out an important research study on
the Management of working capital in cotton textile industry of

17
Bangladesh, His findings showed that the size of

14. Jahirul Haque<1901) Financial Planning & Control of public
sector enterprises in Bangladesh unpublished Ph.D. thesis, DhaVia
Uni versi ty.

15- A.C. Baha(19B2> "Problems of working capital management of
jute mills of Dhaka Zone"™ - Bangladesh, an unpublished Ph.D.
thesis, M.S. University of Baroda, India, p2.

ih. Ibid p 420-42p-421.
17. A.T.M. Tofazzal Hossain(19B4) 'Management of working capital

in cotton textile industry of Bangladesh" unpublished Ph.D.
thesis. University of Kalayani Bengal, India P 75-76.
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working capital for the studied period varies ”“rom year to year
in all the selected units. The turnover is very low, inefficient
handling of the individual units has resulted in losses in most

of the selected units,

B,M, Hussain in a studj”™jj”™ 19B3 on the "Depreciation cost in
Bangladesh jute industry”™ mentioned among other things the
problems of working capital management for which the jute

- 18
industry is suffering.

Bharma carried out research study on Financial planning in
19

the Indian public sector from 1961-62 to 1970-71. The study
although not directly related to working capital management, but
his findings among other things indicated that size of the
viorking capital grew in public enterprises because of the huge
increase iIn current assets and mainly because of excessive
accumulation of inventories.

la. S.M. Hussainl983)"Depreciation Cost in Bangladesh Jute

Industry-A case study with special reference to price-level
changes,unpublished Ph.D. thesis, Banaras Hindua University.

19. B.B. Sharma(1971> Financial planning in the public sector -
A management approach, Delhi, Vikas publishing House,
p 127-128.

N.B. 10 million = 1 crore
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Sataynaraysn made a notable study on the financing of public
enterprises, of Tamil Nadu. The analysis of data was -for 1976-77
only.20 His Tfindings revealed that increase debt [level led to
losses or reduction in net profit and shortage of working
capital. He, however, suggested for converting long term loan to

equity and issue of additional share capital for increased volume

of working capital.

Chowdhury carried out on inventory accumulation and
productivity in public enterprises in India during 1961-75 and
mentioned that excessive investment 1in 1inventory in public
enterprises had resulted in blocking up of huge amount of working
capital.21 He showed that yearly value of surplus inventory was

Rs.673 crores and mentioned that the cost of carrying excess

inventory during the last 15 years amounted Rs. 1215 crores.

Shing®"s study of the inventory investment in public
enterprises of India during 1960-61 to 1972-73 indicated that
about 90 percent of the working capital of most of the public

enterprises was blocked in iInventories as against 30 percent in
22
industrially advanced countries.

20. Qatyanarayan{1979) Finances of Public Enterprises, Delhi,
The Chartered Accountant, Vol.20, No.1l, pp 49-56.

21. R.K.Chowdhury<1978)" Inventory accumulation and productivity
in the public enterprises of India, iIn K.R. Gupta<ed)
Organisation and management of public enterprises, New
Delhi, Atlantic publishers, Vol-1, pp 206-212.

22. A Singh(1978) Inventory investment in public enterprise.
Ibid R.K Gupta (ed). Organisation and Management,
New Delhi, Atlantic Publishers and Distributors, Vol 1,
pp 106-110.
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Ramamoorthy made a study on the position of working capital

in the 159 comapnies including basic industry, chemical,
- - - - - 23

pharmaceuticals, rubber cand vegetables industries in India. His

mfindings showed that working capital was excessive, in

inventories compared to the working capital norms of__Tandonstudy

group.

Hishra carried out a research study on the "Problems o+

working capital with reference to selected public undertakings in

24
India. His findings showed that excessive inventory resulted low

profitabilablity of public enterprises and the total inventory of
the selected public sector undertakings was equal to 10 months

cost of production during 1967~<b8.

Agarwal carried out an important study on the management of

. = — 25-*"
working capital in India. On the basis of response by 34
companies. The study revealed that most of the Indian industries

did not seem to have a comfortable position as shown by current
and quick ratios.

23, V.E.RamamoorthyU97S) Working Capital Management, Madras,
Institute of Financial Managemcent, pp 223-229. -

24. Mishra, opcit pp 200-214.1

25- Agarwal opcit pp 25i>-270.
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Sharma carried out study on working capital management in
Aditya mills, Rajastan?ilThe study was based on the analysis of
Annual Balance Sheet and income statements of the cotton textile
mills during 1963-78. The study mentioned that the entire working

capital was blocked iIn inventory. This adversely a-f-fected the

liquidity position as a result of lower current and quick ratio.

Rao"s study was based on the problems of inventory
27
management in India. His study estimated Tk.15000 crores

invested in inventory in Indian industries. Inventory constituted
more than 90 percent iIn current assets. He suggested better

inventory control system.

Desai made a research study on the financial structure of
cotton textile mills of Ahmadabad for a period of 10 vyears and

observed that the mills depended heavily one bank credit for

20
working capital.

26. K.R. Sharma<1980) Analytical view of working capital
management in Aditya Mills, Rajastan (Paper presented in
the 8th annual conference of accounting association held at
Warrangal, A.P. on 22nd/23rd March.

27. Rao<1971) Inventory Management in public sector enterprises
in India in R-K. Nigam<ed) Management of public sector
undertakings, Vora and Co. Ltd., p 190.

28. Desai(19B0) Financial structure of the cotton textile mills
Ahmadabad, unpublished Oh. D. thesis,Sardar paddumi,
p 75.
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Mehta carried out a study on the inventory accumulation gg
public sectors undertakings of India during 1961-62 to 1968-69.
His study revealed that there was heavy inventory accumulation in
the public sector compared with that of private sector. He
suggested that ef*ective inventory management would improve the

financial performance of the mills thereby reducing the pressure

on bank credit as a means of working capital.

2.3 SALIENT FEATURES AND GAP

A review of the existing literature on the subject has shown
that there are gaps iIn our knowledge in the existing enterprises
in Bangladesh. One of the objectives of this study would be to
fill up the gaps by presenting Tactual information based on
objective analysis for enabling policy formulators to make

correct decisions about the use of working capital.

The present study has identified gaps in our knowledge about
the working capital management in the following areas:-

1- Any study has rarely been conducted so far
on the designing an operational model or norms
of working capital management for public enter-
prises in Bangladesh, particularly for jute and
cotton textile industries.

29. Nehta(1970> "Inventory Accumulation in Public Sector Undertak
kings of India", in N.K. Paraj(ed> Performance of Public
Enterprises, Bombay! Popular Prakasban,p 37.
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A comparative position of working capital mana-
gement For public and private sector jute and
cotton textile industries have not been done

so -far a-fter disinvesting 3i> jute and 27 cotton
mills from nationalised sector to private sector
as per the new industiral policy of 1982 of the
Government of Bangladesh.

In previous studies, effective cost control
and cost reduction system have not been incor-
porated,

Studies have rarely been carried out with an
objective to prepare a profile on finance
managers competence. n

No study have been done so far on capital
structure of public sector jute cotton
mills in Bangladesh and its impact on working
capi tal.

Study on working capital management using
FACT Method of financial analysis is also
not done so far.
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CHAPTER-THREE

FINANCIAL MODELLING AND RESEARCH FRAMEWORK

3.1 INTRODUCTION.

The Dbjective of this chapter is to present a comprehensive
conceptual analysis about financial modelling and relevants
concepts and de-finitions relating to working capital management.
It will help to analyse the working capital management and to
develop a descriptive operational working capital management

model which is a major objective of the thesis.

3.2 THE NATURE OF MODELLINCS

A financial model 1is a set of descriptive or mathematical
statements that expresses the system of relations and [links
between the firm"s environment, its decisions and actions, and
its objectives,1 Webster define a model as "a small copy or
immutation of an existing object; or a preliminary representation
of something, serving as a plan which the final object is to be
constructed.2 However,in a financial modelling the real object of
modelling 1is the set of interrel ationships and |linkages between
1. James R. Morries(1987) Financial Modeling, DowJones Irwin,

p 81.

2. Ibid, p SO.
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the firms objectives. A financial modelmay be a set of
descriptive or mathematical E-tatements expressing the system of
relations and linkages between the enterprises environment, its

decisiDns, actions and objectives.

A Ffinancial model of an Organisation is helpful and
sometimes essential because of compiev.ity of the relationships
between the firm"s financial variables. To analyse short-term,
day to day operating decisions a detailed analytical model is
necessary which shows how individual operating decisions affect
the position of an organisation. A model ismainly intended for
analysis of decisions concerned with broader policy thataffects
the firm"s over a longer planning horizon would show only the

broadest detail about an Orgnisation.

Financial Models serve the needs of management. It 1is
helpful and sometimes essential because of“the comple>lity of the
relationships between the Ffirm®"s financial variables. For some
problems it may be possible to formulate the general direction of
the result of a decisions, but because of complex relationships,
it may be iImpossible to assess the magnitude of the effect
without the help of a model. However, a properly structured model
can portray the links between the management decisions, and the
firm"s objectives iIn as such detail as is necessary to analyse a
decision alternative. For some problems it may be necessary to
develop a very detailed descriptive model; but in some cases too

much detail may be confusing and unnecessary.
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;-2.1 THE IMPORTANCE OF MODEL

The

@

@)

©)

@

<)

<6)

<7)

<B)

importance of modelling is enumerted below:

It enables management to try out its decisions
on this simall copy of the -fim without subject-
ting the -fim itself to management by trial and
error,

It -forces the modeler and manager to systematize
their thought.

Financial models can show the linkages, between
the firm"s operating environment, management
decisions and potential results of the decisions.

It allows management to analyse more carefully and
to e>Iplore how their decisions relate to their
overall objectives.

The modeling process itself is beneficial to
management as it tends to force the planner to
consider systematically the interrelationshps
between a segment of a firm and those between
environment, decisions and results.

The process of building the model forces one

to think carefully about the complex relation-
ships between decisions and financial variables
that constitute a firm.

The financial planning model provides the framework
for systenmatically tracing out the result of a
deci sion.

Finally it helps the managers to use their talents
more effectively for the broader issues concerning
themselves.

3.2.2 THE APPLICATION OF MODELS IN FINANCIAL MANAGEMENT

There are two General approaches to financial modeling @

Simulation and (2) Optimiration.
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Simulation models show the result o+ decision or action,

while Optimisation models solve for the decision that is best.

3.2-3 SIMULATION

Simulation is a process of immutation of the -fim so that
the consequences of alternative decisions, actions and strategies
can be analysed. It enables the management to evaluate the
consequences for implementing a decision. The simulation model

is the link between the prospective decision and the hyothetical

results. The simulation approach does not try to tell the user

which decision is best. Rather it allows the user
A 3

to speci-fy a decision. For example, suppose the decision being

>;considered is whether to finance a new investment project with
equity by issuing new common stock, or to -finance it with debt by
borrowing from the bank. The typical simulation would trace
through the consequences of each of these alternatives and
present the users with sets of financial statements so that he

can evaluate the results of decisions in terms of the financial

4

status of firm. The simulation approaches of modelling have been
used by Brown ((1973), Bryant <1982) , Bramer Miller <1973) ,
Davis(1973), Gershefski <1969), Bordon (1973). Hadley Whiten

(1963), Lifson and Blackman (1973), Liacascio (1972), Meyer
(1977), Miller and Modi gl 1ani <1961) , Miller ORR(1966), Naylor
(1973), Norton (1972), Qrgler (1969), Robenson (1973),
Schrieber (1970) , Smith & Keith (1964), Johon Wiley Sons(1985),
etc.

3. lIbid p 99
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3.2.4 Optimisation

An optimi2ation model UBually consists- of an equation
that expresses the objective or goal of the decision, and a set
Df equations and inequalities that represent the constraints.
The decision variables would be the variables in the model that
represent choices available to decisions maker. For example, the
decision variables might include the amount to be borrowed to
finance an inventory, the number of shares to be sold, and the
level of investment in inventory. The purpose of optimization
model would be to find the values of these three decision

variables that would maximize the value of the common stock.

3.3. A LINEAR PROGRAHMING<LP) MODEL FOR THE PLANNING
AND MANAGEMENT OF CURRENT ASSETS AND LIABILITIES:

One of the task of a financial manager is to develop
and execute plans for managing current assets and current

liabilities.

The essential features of linear programming model for
financial management planning include the decision variables that
represent the amounts or levels of the different decisions that
the planner must make, the objective function that expresses

mathematically the decisions and the objective, and the

4, 1bid p 100

5. Ibid p 102
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constraints that e>lpress the various Jlimitations on our
h

decisions. The main limitation of optimization (LP) Model that i-F

there are too many constraints, t here may be no solution that

could simultaneously satisfy all the constraints.

3.3.1 LIMITAT KIN OF LP MODEL

IHF too many constraints are imposed on model, the problem
may not be —feasHﬂeT That 1is there may be no solution that could
simultaneously satis-fy all the constraints. In fact, the modeler
should make every e-f-fort to keep the model as simple as
possible with a minimum number of constraints and decision
variable?

As such, many individual model to deal with each element of
working capital has been developed. Such as inventory model, cash
model and receivables model. Moreover, a seperate model is
developed for each component of inventory, i.e. ABC model for
stores items, Economic order quantity (EOQ> for TFfinished goods
and raw material 1inventory and so on. Similarly, various models
are used for managing cash, such as operating cycle model; EOQ

model; stochastic model, cash budget model etc. For accounts

receivables different descriptive credit policies have been

developed.
h. Ibidp 370
7. Ibidp 370

8. Ibidp 370
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A brief description of individual models are given below: —

3,4 INVENTORY MODEL
3.4.1 ABC Hodel

Many Ffirms Ffind it useful to divide materials, parts,

supplies, and finished goods into sub

11
classification for purposes of inventory control. Herbert J.

F~ichmond designed thin, plan of concentration of the important
items as control by importance and exception. The idea of ABC
analysis. lies iIn the recognition of the principles that all the
items of iInventories are not equally significant. ABC analysis is
an inventory control techniques, which 1is an adaptation of
Pareto"s law and under the system, the various stores items of
inventories are classified under the broad categories of A.B, and
C.The «criteria of categorising the various items ultimately
differ from industry to industry and enterprise to enterprise.
However, approximately "A” category of items constitutes only S
to 10 percent of the total number of items but it accounts for 80

percent of the total value of the inventories, '"B" <class items

constitutes 20 to 30 percent accounting for 15 percent of the

9. Bhabatosh aao”Eiee —— eir.ancial ~ and Management
Account! ng, Sarciaprintin<” Calcutta, p 149.

/ . " \
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total value and the rest 60 to 70 percent which comprises only 5
to 10 percent value have been classed as “C", The above selective
inventory contorl method 1is typically branded ABC Model ©of
inventory management- The ABC concept is to be implemented by

Controlling A- items "Morethighly", than "B"™ items, and so on.

3.4.2 EDO Model

The determination of economic order quantity is one of
the main factors of inventory policy. If materials are purchased
in large quantity the number of orders reduced resulting in lower
ordering costs. But maintenance cost per year increases due to
the larger volume of average 1inventory. The Economic Order
Quantity <EOQ) balances the cost of maintaining inventory against
the cost of ordering. Setting up of this level saves the task of
re-calculating the quantities to be purchased each time. The

Model 1is represented by following formulas-

Fig-1 EOQ = / 2AP
Where A = Annual quantity to te used in units.
P = Cost of Placing per order.

l

Cost of carrying one unit of inventory
for the whole year.

10
The Model 1is used by Baumol and others.

10. W.J. Baumol (1977) Economic Theory and Operations Analysis.
Prentice Hall of India,4th edition, p.9. y
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3.5 CASH MANAGEMENT MODEL

Ca&h 1i1s the common purchasing power or medium of e>:change.
As such, it -forms the most important component of working
capital. Cash under the present conte>:t includes cash in hand and
in bank deposits with drawabie by cheques on demand and other
securities that can readily be conserted into cash. There are
three motives TfTor holding cash, vis <i) Transactions motives,
<ii) Precautionary motives and (iii) Speculative motives. Holding
of Cash balance should be optimum,it should not be too shortage not
too ey.cessive. The level of cash balance should be maintained in
such a way that the firm does not face difficulty in meeting 1its
day to day commitments, and at the same time there should not be

e>Ices5ive cash which impairs the return on investment.

Various models used for determining self-imposed cash

balance are as follows:-

(@ Operating or Cash Cycle model;

<b) Inventory model<EOQ model);

<c) Stochastic model (mi ller“orr-model)5
(d) Probability model;

(e) The cash budget model;

() Cash flow statement model;

(@ Fund flow statement model.
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3.5.2 Mi 1ler-orr-Model :

li the wmfailure is not known with certainly, application of

EOQ model does not become e-ffctive. As such, attempt has been

made to use other models to determine is stochastic and LinkDvn

in advnace. The mi ller-orr--fnodel is one of the application of

control theory and speci-fies two control limits-h as an upper
11

bound and zero amount as a lowr bound. The Model is presented in

fig.2

Fig.-2 Miller-orr-Model.

In the -figure, the -Ffirm"s working cash balance -fluctuates
randomly in response to rendom in-flows and outflows. At time t
the balance reaches the upper control limit "h". At that point
h-z amount of cash is transferred to marketable securities. The
balance continues to fluctuate, Tfalling to zero at t , at which

time 2 amount of marketable securities are sold or loan taken to
11. M.H. Miller and Orr,Daniel (19&%j)" A Model of the Damand for

money by Ffirms"™ Quarterly Journal of Ecpnomics, yoi-80
pp 413-35. " ~
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augment the working cash balance. In the model, the minimum
amount has been set at zero. But accordingly it should be higher
than zero. In that case *h" and "z would move up in the -Ffigure.
The control 1limit model thus gives an answer in terms of maximum
and minimum balances and provides a decision rule.l2 The greater

the variability, the higher the minimum balance. The optimum

value oFf "z", the return to point. For security transactions, is!

where b -fixBd costs associated with security

transacti ons
2 - Variance of daily net Cash -flow

i = interest rate per day on marketable
securi ties.

With the control limits the Mi 1ler-Orr-tiodel will minimise the

total costs-Tfixed and opportunity costs of cash management.
Probability Model

HF may be stated that the EOQ assumes predi cable cash
flows, while the stochastic model is based on random cash Tflows.
But in practical context, cash flows are neither completely
predicable nor stochastic. They are rather predicable within a
range. In that cash, probability distributions may be used for a
range of possible outcomes and optimum cash balance may be
accordingly ascertained.

12. Bhabotosh Bansrjee, op. cit, p. 194.
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3.5.3 Cash Budget Model

A Cash budget model 1is a projected ca&h receipts and cash
payments over a period of years. H starts with a given " Cash
balance®™ which may be either big or small. But the saidbalance

is, in any case, desired to be the " optimum balance®.

Therefore efficient cash management through effective cash
budgeting supported by relevant and timely forecasts of cash may
help ;

i> aiding in securing added working capital

for smooth and unhindered running of the

] operations and planning for payments to
creditors and shareholders

ii) easing strains of a cash shortage ;
iii) facilitation temporary investment of cash;
iv) improving the rate of return on assets; and

V) providing funds for growth.

The cash budget is usally prepared as part of the overall annual
firm budget, 1i.e. sales production, material, labour and overhead
budgets. Hence, a cash budget may be prepared to show the level

] 13
of bant? loans which is necessary to support profit plan.

3.5.4 Cash Flow Statement Model

A cash flow statement shows changes in the Tfinancial
position of a firm on cash basis. It, however, shows the net
13. R.K. Jac~dioke R.T. Sprouse, Accounting Flows, Income, funds

and cash; Prentice Hall Inc, Englewood cliffs, TT.J.19S5, ~ "
p*109. "
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ef-fects of the various transactions of a -firm during a period on
cash basis and explains the causes of changes in cash position of
a firm between two balance sheets dates. This statement is called
cash -flow statement because it shows the various sources and
applications of cash during a period and their net iImpact of cash
balance. The fund flow model was pioneered in United States 1in
the late 1940°s and early 1950"s and was taken up in the early

1960"s -following the Radcliffe Report"s cell -for more detailed

14
monetary statistics.

3-5.5 Fund Flow Statement Model

Fund -Fflow statement model 1is the " statement of sources
and application of funds®™ over two balance sheets period. This is
also called "statement of sources and uses
of working capital”. In the words of Foulke, funds, in this
particular type of statement, are what might be termed working

15
capital funds as distinguished from actual cash funds.

14. M. Shamsul Hague, Prices Policy, Accounting Methogology and
corporate Financial Viability, published by IBA, Dhaka
University, Ph_.D. thesis, 1983, p 137.

15. R.A, Foulke<1957) Practical Financial Statement Analysis,
New York, Ulicgro Hill, p473.
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4;
The ~und -flow statement model helps to see-
<i) the growth of the -fim; N
(ii) its resulting -financial needs, and *6
iiii) the best way to -finance these needs- ' /
In fund flow stateoient actual cash flow while compared with the

estimated cashflow acts as a tool for control of cash in thefirm.

3.6 Control of Accounts Receivables

For accounts receivables management, mathematical
models are very difficult to develop. The control of receivables
has a significant inpact on the effectiveness of credit and
collection policy and the control of working capital, complete
information regarding, the performance of each control techniques
or procedure 1is absolutely essential.

According to Walker, the various ways of controlling the
receivables are as follows:——17
(i) Receivables turn over ratio;
(ii) Average collection period;
<iii) Report of aging schedule of accounts;
<iv) Percentage of collection reports;
(v) Report of bad debts; and
<vi) Report of deliuquent accounts.
16. a.C.Van Horne<1985) Financial Management Pol icy,Prentice
Hall of India pvt. Ltd., p700..

17. E_.R.Walker & W_H. Baughn<1961) Financial Planning and Policy.
New York, Harper & Row Inc. p 80.
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Haque in his doctoral study also used the average collection
- 18

period technique to judge e-f-ficiency of receivables management.

3.7 FACT METHOD HDDEL. AND RATIO ANALYSIS

The literal meaning of "FACT®" is the -financial analysis
consultancy techniques. It comprises, of two -formation <i)
calculation sheet and (ii) summary sheet (See Annexture-1).
Calculation sheet format has two portion-one -for recroding the
profit and loss account information and the other for recording
balnace sheet information. The summary sheet contains the
background and general 1information about the Company, as well as
derivation of 24 important financial and operating ratios under
the gorups of General ratio, managerial performance ratio,
Financial Performance ratio. Rating as an investment ratio, and
cost breakdown ratio. Among the 24 selected ratios calculated
under FACT Method, the most iImportant ratios for working capital
management are (&) turnover of working capital <sales/working
capital), <b)current ratiot current assets/current liabilities),
c) Liquid ratio (liquid assets/current liabilities), d) ratio of
current debt to net worth, cost breakdown ratio, inventory
turnover ratio(cost of sales/stock) etc.

IB- Jahirul Haque<1981) Financial Planning and Control 1in public

sector industries in Bangladesh. Unpublished Ph.D. thesis-
Dhaka University, pp 250-268.
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Financial ratios are widely used at the international level
under the auBpices of the United Nations Organis-ation for the

purpose of compiling and distributing i1nformation covering
19
significant ratios within different industry groups. Countires,

such as West Germany, France, Holland, U.K., Norway, Canada and

U.S.A. are all doing work on inter-firm Comparisons on a fairly

20
large scale using financial and operating ratios.

3.8. CONCEPTUAL FFMAHEWORK OF WORKING CAPITAL MANAGEMENT

Working Capital Management involves the deciding upon

the amount and composition of current assets and how to finance
- N -~

these assets. T%tse decisions involve trade off between risk and
profitability. Resolution of the trade-off between risk and
profTtability with respect to the decisions depends upon the risk
perfsrences of the fnanagement. Some western scholars define
working capital management which 1involves all aspects of

22
administration of current assets and current liabilities. It

19. Cole, op. cit., p 201.

21. S.C, Kuchhal(1982) Financial Management, An analytical and

conceptual approach. Eight(ed) chartanya publishing house,
Allahabad, India, p 154.

22. Weston Brigham, Managerial Finance, 4thted) Holt Interna-
tional publication, pp 520-523.
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generally depends on the determination of the requirements of
WDrJ:ing capital, financing the requirements and efficient
utilisation of the components of working capital. Ramamoorthy

provides an ijgd*pth definition and describes working capital

N

management as
(i) a selection of the appropirate sourcesJ for financing
the current assets;

(ii) prepardness to meet current obligations as. and when
they matures;

(iii) decision on the volume and composition of current
assets; and

<iv) efficient management of the different categories

of current assets and current liabilities-

The present study aims atdeveloping an optimum working
capital management model/norm for the public enterprises in jute
and cotton textile mills in Bangladesh. An optimal working
capital policy 1is one that sets the mix of current assets and
current liabilities that maximizes return on investment or equity

and strengthens it aa well as ensures the solvency of the

busi ness.

23. V._E. Ramamoorthy (197B) "Working Capital Managemen"S"*-t*4™Mas
Institute of financial management and research),i
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3.8.1 Determinants of working capital

The factors like the nature of business, production
policies, manu-facturing process, turnover of circulating capital,
growth and ejspansion of business, business cycle -Ffluctuations,
terms of purchase and sales, dividend policy, credit policy and
production and distribution policy greatly a-f-fect the size and
amount of working capital.

3-8.2 Cost Consideration of Working Capital

The Ffinancial executive has to keep a v*atch on the
balance of working capital and cost differentials of various
alternatives to maintain it at a certain level, although some of
the costs are beyond his control. The costs, requiring proper
balancing on his part, may consists of : (i) the cost of close
synchronisation of expenditure and receipts on 1income account,
(i1) the cost of having trade credit, (iii) the cost of extending
liberal credit terms to debtors, (iv) the cost of Jletting or
allowing cash discount, > the cost of managing cash in
off-"periods, and Wi ) the cost of borroviing money from lender or
lending institutions and <vii) the holding cost of inventory

beyond the normal period-

3.9 Planing and Control of Working Capital

Working capital planning depends upon its sources, such
as (@ net profit from operations, <b) sale of fixed assets, (c
raising long-term debt, <d) additional issue of shares and <e)

retirement of current liabilities below book value.
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However, provision -fordepreciation canprovide ~unds
only i-F gross profit is su-fUcient to cover thedepreciation

charge-

3.10. Related Definitions

3.10.1 i) Working Capital

For the purpose of this study working capital means a
firms total investment in short-term assets, i.e. in total
current assets mainly, inventories, accounts receivables, short-
term investment iIn securities and advances and cash. Or in other
words, it refers to the concept of gross working capital, the
amount of funds which an organisation is to finance in its day to

day operations,

-
-
o/

Net Working Capital

Wet working -capital is the differ£?nce between the
current assets and current liabilities. Or in other words it is

also termed as excess of current assets over current liabilities.

iii) Optimal Working Capital Policy

An optimal working policy is one that sets the mi>: of
current assets and current liabilities and that maximises the

rate of return on equity and at the same time ensures the



Dhaka University Institutional Repository

49

liquidity and solvency of the business. However, the objectives
of working capital manaciernent is to manage each of the -firms
current assets i.e. inventory, short-term, investments and
advances, accounts receivables and cash as well as the current
liabilities so that an acceptable level of net working capital is
maintained and at the sametime it maximises profitability and

optimizes solvency of the business.

1v. Permanent working capital

Permanent working captial is that kind of current
assets which never Jleaves the business 1i.e. like temporary
working capital it transform from cash to inventory and invnetory
to receivables and back to cash but this type of current assets
never dropped to zero. It transpries the view that a minimum cash
balance, inventory receivables and advances and investment must

be maintained in smooth operation of an organisational activity.

V. Temporary or variable working capital N

A temporary working capital is that type of current
assets which leaves the business process although it fluctuates

from one form to another like permanent working captial.

Vi. Turnover of working capital n

It 1is the ratio between the sales to working -capital.

Low rate indicates poor use of working capital, and too high rate
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indicate overtrading. A proper standard vratio should be
maintained -for better management of worJcing capital- The higher
the turnover working capital, higher would be its
profitability 1indicating a better e+ficiency in the uses, of

working captial subject to good margin.

3.10.2 Public Enterprises

Public enterprises in Etangladesh are the agents of the
government created for the purpose of discharging government
obligations to the public in the industrial & commercial field,
service-cum-development and financing and Banking Tfield. Public
enterprises should achieve both commercial profitability and

social benefit.

For the purpose of this study, public enterprises have been
referred to as jJute and cotton textile industries under the
administrative control of Bangladesh Jute Mills Corporat ion (BIMCi-

and the Bangladesh Textile Mills Corporation (BTMC).

3.10.3 Current Assets

Current assets are those assets which can be converted into
cash within iIn accounting year. These are represented mainly by
cash Dbalances, accounts receivables, loans and advances, and
inventories of raw materials, work-in-progress, Ffinished goods
and stores and spares and miscellaneous goods in the jute and

cotton textile industries iIn Bangladesh.
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3.10.4 Gross Pro-fit/Lose

It 15 the di-fference between the net sales revenue after
eotck adjustment and the cost of production or cost of goods sold
before charging any administration, selling and financial

expenses.

3.10,5 Net Profit/Loss

It is the difference between total revenue and total

expenses subject to tax.

3.10.i> Operating Profit

It is the profit generated out of the main business
operations excluding other income i.e. income from 1interest on

Bank deposits-

3.10.7 Retained Earnings/F*rafit.

It is the surplus net profit kept in the business operations
after meeting the commitment of dividend, provisions for 1income

tB>: and reserves, etc.

3.10.8 Current Liabilities

Current liabilities are the claims of the outsiders which
are expected to mature for payment within an accounting year.
These are trade creditors, short-term loans from commercial bank,

provision for ta>I and other short-term dues.
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3.10.9 Working Finance/Liquidity Gap

It, means current assets, minus current Jliabilities and
provisions but excluding short-term bank borrowings. Ramamoorthy

24
calls as " Liquidity Gap ".

3.11 SUMAFMNY

From the di-f-ferent m(minancial models described in this
chapter, it appears that the subject can be approahced from
different angles. An insights into the literature provides” us
necessary theoretical perspective which will enable us to design
a descriptive operational working capital management model/norms
applicable to the public enterprises in Bangladesh in general and

more specifically to the Jute and Cotton Textile Industries.

24, V_E. RamamoorthyT Opcit., p 15.
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CHAPTER - FOUR

RESEARCH HETHODOLOBY

4.1 Introduction

The objective of this chapter is to present a discussion
on the methodology of the present research. This chapter deals

with the selection of samples, sources and collection of data,

methods of data collection. It also e>",plains the designed
questionnaire for collecting cross sectional data -from the
respondents.

Since the present study -focuses on both Jute and Cotton
textile iIndustries, disucssion on methodology on Jute and Cotton

textile iIndustries are presented below simultaneously-

4.2 JUTE [INDUSTRY

4.2.1 Selection of Samples

There are 11 jute mills inDhaka Zones under the Bangladesh
Jute Mills Corporation, These 11 jute mills comprise our
population having total installed and operable looms of 4830 and
4637 respectively (Table 4,1). We categorised these mills into
three classes, namely, big, medium and small. Jute mills having
the capacity of 250 to 450 looms were classed as small, those
having capacity 450=650 looms were treated as medium and those
having more than 6SO looms were classified as big jute mill-
Table 4,1 shows the relative position of these three classes of

the mills.
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Table 4.1 - Samples of Jute Mills.

cl ass No. of Percentage No. of Percentage
mills of total looms of total
Big 2 187, 1838 387.
Medi um 4 3. 1998 417.
Small 5 467. 994 217.
Total 11 1007. 4830 1007,

Source: Quarterly Jute Goods Statistic5, 1987-88 of BJMC.

Oout of these three groups, three jute mills were selected having
one -froni each clas.s on random basis -for our Etudy. The sample
therefore covers one big mill, one medium and one small mills out
of 2,4 and 5 big, medium and small mills respectively, under
Dhaka Zone of the Bangladesh Jute Mills Corporation. These three
mills had a total iMiO looms representing 33 percent of total
installed capacity of the Dhaka Zones of BJIMC- The sample
covering 1/3rd of total installed looms of the jute nmills of
Dhaka Zone and as such there is reason to believe that the sample

is representative in terms of the characteristics studied.
4.2.2 Sources and Collection of Data for Jute Industry

Various sources and techniques of data collection have
been used in present study. The factual data for the study vjere
collected from the published annual reports of the selected jute

mills. But the study is primarily based on the analysis and:
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interpretation as well as restructr isation of data containedin
the Annual Audited Balance Sheet and Profit and toss Accountsof
the three jute mills of Dhaka Zone of BJIJMC. Data also have been
collected -from the various publications of BJIJMC head of-fice, such
as monthly HIS report and quarterly Jute Goods Statistics and
other statements and reports. The data used iIn the study are

mainly two types - Primary data and Secondary data.

Relevant primary data relating to production, sales.
inventory policy, pricing policy, receivable policy, liquidity
and working capital policy, etc. which were not available in the
annual audited Balance Sheets and Pro-fit and Loss accounts were
collected -from the record -files and by interviewing relevant
executives through a desigened questionnaire (see annexure-XV ).
Their contents, validity and objectivity have been duly taken
care o-F.The questionnaire were designed on the various problems
oF working capital management and more speci-fically on the
di-f-ferent components of Working Capital, such as Inventory,
receivables, cash management. The areas constitute the problems
studied in the investigation. The respondents were F"inance
Director, Production Director, General Managers, Chie-f/Deputy
Chief Accountants, Production Managers, Marketing Managers,
Purchase D-fticers, Store O-fficers and other -financial executives
of the selected jute mills and the Bangladesh Jute Mills

Corporati on.
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Data relating to the development industry itsel-f were
collected from the First, Second and the Third Five Year Plans
published by the Planning Commission, Governnient of the People®s
Republic of Bangladesh- Related Data on the position of Indian
Jute Mills were collected -fron .jute goods statistics of BIJMC and
other reports published by the Bureau of Public Einterprises of

Indi a.

4.2.3 Sources and Collection of data -from Private

Sector Jute Mills

For Comperative study. Data have also been collected
from the three private sector jute mills cateogoriwise as
mentioned in the para 4.1.1 for the selection of sample of the
Dhaka Zone of iBangladesh Jute Mills Corporation <BJMC) . One big,
one medium and one small jute mills from private sector have been
selected on the basis of the availability of data. The factual
data for the study were collected from the published Annual
Audited Balance Sheet, and Profit & Loss Accounts of the sleeted
jute mills. Pel evant primary data relating to Production, sales,
inventory policy, pricing policy, liquidity and working capital
policy were not available in the annual audited Balance Sheets
and Profit & Loss Accounts, were collected by interviewing the
relevant executives through a designed questionnaire
and through personal interview. Their contents, validity and
objectivity have been duly taken care of. The respondents were
Managing Director, Finance Direct:~. General Managers and Chief

Accountants, etc.
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4.3 COTTON TEXTILE INDUSTRY

4.3,1 Selection of Samples

There are six textile mills in Tongi Zone under the
Bangladesh Textile Mills Corporation (BTMC) .""0Out of the six mills
three mills are Spinning and three are Corriposite mills. These six
Cotton Textile Mills comprise our population having total
installed and operable spindles of 128500 and 83826 respecitvely
(Table 4.2). oOut of the six mills three Spinning mills were
selected -for comparable study. They are Monno Textiles (old),

Quaderia Textiles and Satrang Textiles.

Table 4.2 ~ Samples of Cotton Mills.

SI . Name of the No. of Y- No. Df Spindles w
No. Textile mills Installled operable capacity
capacity
1. a. Monno Textiles 15744 10615
(old)
b, Monno Textile 12500 7191
(new)
2. Meghna Textiles 15120 11570
3. Olympia " 3273i> 21920
4. Satrang " 12000 11476
5. Zeenat " 25200 14B40
6, Ouaderia " 15200 12531
Total M=6 Population 128500 1007/. 90163 1007.
Total N=3 Sample Mills 42944 33.47. 34622 3B/.

Source : Monthly MIS Report o+ BTMC, October,1988,
(Percentage have been calculated by us).



Dhaka University Institutional Repository 58

The sample covers 1/3rd <33.4%/.) the total installed spindles
and 38% of the total operable spindles o> all the textile mills
under Tongi Zone o+ BTMC. As such there is reason to believe that
the sample is represe-ntative in terms of the characteristics
studi es-

4,3.2 Sources and Collection of Data -for Cotton

Textile Industry-

Various sources and techniques of data collection have
been used in present study. The -factual data -tor the study were
collected wmfrom the Annual Store Inventory Ledger, of the selected
spinning mills of Tongi Zone under BTMC and the published Annual
Reports of EITMC and Annual Audited Balance Sheet t Profit X Loss
Accounts of the selected textile mills during the period from
1982-1987. Data have also been collected from the monthly
Management Information Systems <MIS> Reports of BTMC. The data
used iIn the study are mainly two types - Primary data and

Secondary data.

Relevant primary data relating to production, sales,
inventory, pricing policy, liquidity policy, etc. which were not
available in the Annual Reports, Audit Reports and Inventory
ledger, were collected from relevant report files of the
respective mills and corporations and by interviewing relevant
executive through a designed questionnaire”

. Their

contents, validity and objectively have been duly taken care of.
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The Respondents were Chief/Deputy Chief Accountants, sales
managers, production managers, purchase and s-tores officers- of
the selected textile mills and the Bangladesh Textile Hills
Corporation. Data relating to the development of industry itself
were collected from the First, Second and Thrid Five Year Plan
published by Planning Qfarfiission, Government of the People®s
Republic of Bangladesh. Related data on the position of Indian
textile mills were collected from the published Reports of FiturefA
of Public Enterprises and Reserve Bank of India and other

published Research Fieports of different Scholars in this field.

4.3.3 Sources and Collection of data from the

private sector cotton textile mills.

For Comparative study data have also been collected
from the three private sector spinning mills of similar sixe
which were disinvested to private sector by BTMC after 1982.
Since there was only one Cotton textile ISpinning mills in the
private sector from Tongi Zone of Dhaka, <Ashra-f Textile mills

Ltd.), two other spinning mills vjere selected from other areas.

Secondary data have been collected from the published
audited annual reports and other recorded statistics, while the
primary data have been collected through predesigned

questionnaire and personal interview.
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4.3.4 Methods of Data Collection

Data Collection methods were coniined to:

i. Library work;
ii. Interview Method; and
iii. Observation Method.

A brief description of the above methods is as

follows: -
[)) Library vjork

In this method, different journal, periodicals, books,

Governfnent publication, Annual Reports, MIS reports, Audit

reports published by BT"MC and the Annual Balance Sheet and Profit

and loss a/c of the selected Jute and Textile mills have Dbeen

very helpful 1in obtaining relevant data and information.

ii) Interview Method

Interview method has been used through predesigned

questionnaire for the purpose of our study. The reason is

obviously to enable us to establish personal contact with the

personnel to be interviewed. It ensures centpercent responses
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fron the respondents. This method also of-f-ers an cspportunity to
the researcher to explain the interview schedule-s wherever they
are necessary and thus ensures to obtain correct replies. It also
gives the researcher an opportuity to discuss informally with the

intervi ewees.

iii) Observation Method

This method consists of a collection of -facts and -f"igures
through a purposive venture. The techniques adopted are (@ Free
story-Interview and <b> Maintenance of a Diary, Personnel
connected directly or indirectly with the managetnent of
individual Jute and Te>;tile mills were discussed at their
leisure time in ascertaining the real picutre and truth for the

investigation by means of free story-interview.

Maintenance of a Diary is more useful by reocrding
special information which may be omitted in the reports and

interview method.

All the three methods helped us to acquiant ourselves
with the wvcirious aspects of working capital management 1in the
selected Jute and Textile mills of Bangladesh Jute Mills
Corporation, Bangladesh Te>itile Mills Corporation and all the
selected private sector jute and cotton textile mills undertaken

for this study.
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4-4 Selection of the Industry

Any study on the problems. a-tfecting working capital
management should cover at least the major industry of the
country in order to be representative of the whole economy. But
such a study covering the major industries involves an amount of
mfield work and resources “which were beyond our means”™ It was
therefore decided to take two major industries tor our
investigation. Bangladesh have several 1industries, namely, Jute,
Cotton, Steel & Engineering, Sugar Food, Chemical, Garments
leather, etc. Selection of two industries out of these so many was
a problem in itsel-f. It was, there-fore, adopted the -following
criteria -for the purpose of selecting speci-fic industry -for our
study.

i. The industry should be one which is able to give us

a picutre of good segment of the modern section o-F\"

the Country®"s economy.

he industry should be one in which both the Gov~nment
and the Public are vitally interested.

The industry should be one which is e>!port oriented
and as a means -for earning -foreign ey.change to /
meet the country®s huge de-ficit blance of payments-
IV- The industry should be one which is import-substitute./
Vv, The industry should be one using modern technology y
as well as labour-intensive oriented-
The jute and cotton textile industries of Bangladesh satisfy all

these criteria. Jute industry 1is essentially an export oriented

industry earning more than 25, foreign exchange, and it employs
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directly more than 200000 two hundred thousands workforce of the
country. So, the roles of Bangladesh Jute Hills Corporation(BJMC)
and the Bangladesh Textile Mills Corporation<BTMC) and the
recently disinvested jJute and textile mills play a dominant
position in the economy of the country. But un-fortunately, the
jute and cotton textile industries as a whole are su-ffering from
low productive efficiency and lovj/negative pro-Fitabi lity. Their
<financial soundness is also questioned by the Bovernment,
mfinancier and Banker and even by the general public. Under the
circumstances, a through investigation is a must in a -Ffinancial
side especially 1iIn the area of Working Capital Management. An
attempt has, therefpre, been made here to make an indepth study
in the area of the Working Capital Management of Jute and Cotton
Textile Industries under the Dhaka Zone of BJMC and Tongi Zone of

BTMC.

4.5 Questionnaire Explained n

The questionnaire in the Annexure-XV contains four
sections, Schedule I involves General information about the
respondents, information regarding the existing system of the
different components of inventories, ravj materials, work-in-
progress, finished goods and stores and spares management. Modern
techniques of inventory control 1i.e. ABC method, EOQ model,
perpetual inventory system, standardisation and variety

reduction, are prevalent or not. The methods of 1nventory
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mfinancing, inventory management and blockage o Working Capital,
and optimum level of ef-Ficiency of inventory receivables and cas-h
management have also been 1incorporated 1in the predesigned

questionnaire appended in 5chedule~1, I1, 111, & 1V respectively.

4.<ii DATA ANALYSIS

The basic approach in analytical and interpretative in
nature. IhFa study is limited to time series analysis and cross
section analysis of emprirical data. In analysing the inventory,
modern control of inventory techniques, such as ABC method of
selective inventory control for stores inventory, FACT Method
(Financial Analysis Consultancy Technique) have also been used
which -finds out important financial ratios relating to Working
Capital management. On the basis of review of literature and
objectives of the study, we have used statistical and other
quantitive methods of analysis. To test the validity on the

2

efficiency between public and private enterprise X tests have

also been used iIn the study,

4.7 Methods of Analysis
The following analysis have been done :
) The ratio trend analysis of the relevant data

on working capital during 1981-82 to 06-87,
for the individual mills have been made.
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)

Dhaka University Institutional Repository 65

Inter—firm comparison has been made for the speci
wfic ratios on working capital.

The average ratios of the big, medium and small
mills- have been studied seperately.

The average inventory, receivables, cash, short-
term investments and advances have been compared
with the Working Capital norms of the Tandon
study group and the working capital positi6n of
Indian Jute mills.

The average inventory has been compared with the
inventory norms o-f BJFiC. n

Finally a comparatie analysis on Working Capital
Management position between selected public and
Private sector mills have been made by using
FACT METHOD and Chi-squire test during 1982-83
to 19B6-87.
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CHAPTER - FIVE

ANALYSIS AND FINDINGS OF THE STUDY

5.1 INTRODUCTION

The purpose af this, chapter 1is to preEE.ent a cross
sectional and time series data analysis and the result oFf such
analysis and -findings. It was possible to obtain both -financial
and qualitative data of all the six public enterprises in the
sample of this research. Out of the si>: selected public

enterprises 3 were jute mills and 3 were cotton textile mills.

This chapter comprises major Tfive sections of which
section 5.2 is an analysis and findings of the three selected
jute mills on the basis of Audited Balance Sheet and Pro-fit

Loss Account during 1981-82 to 1986-87,

Further insights into working capital management of jute
mills are provided in section 5.3 where cross sectional analysis

are presented with reference to above attributes.

Section 5.4 presents the analysis on working capital
management and findings of selected cotton mills on the basis of
time series data as collected from Audited annual Balance Sheet

and Profit Loss account from 1982-83 to 1986-S7.
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Further 1insights into the working capital management o+
the seclected cotton te>itile mi llb are provided iIn section 5.5
where cross sectional analysis are presented with reference to
working capital management. Since the present study -focuses on
both the industries, their analysis and -findings are presented

Bi multaneously.

5-2 ANALYSIS AND FINDINSS IN JUTE INDUSTRY

Data collected from Primary and Sec”ondary sources by i)
Library work, ii) Interview Method and 1iii) Observation Method
have been processed through manually using FACT METHOD, ABC model

of inventory analysis. Statistical method,

and Chi-squire test. This study is mainly limited to the time
series analysis and cross section analysis of emprirical data
compared with specific inventory and receivables and cash norms
of Bangladesh Jute H Cotton te>:ile mills Corporations, and the
worj~ng capital position of Indian jute mills. Data have also

been compared with the specific working capital norms prescribed

1
by the Tandon study group of the Reserve Bank of India.

1. Shri Prakash Tandon — Report of the study group to frame
guidelines for follow“up of Bank Credit. Reserve Bank of
India, Bombay, 1975.
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Table 5.1 Percentage o+ Working Capital to
total capital employed in the jute
mills during 1981-82 to 1986-87. ~

Years JUTE MILLS Average of
three nmills.
LBJIM KJIM NBJIM
1981-82 84 .90 84 .69 78.02 82.54
1982-83 86 .37 85.33 79. 36 83.69
1983-84 81.25 G8,79 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
Average 87.12 87.03 86,50 86.90

of six yrs.

Sources Appendix 11,11, 111 (FACT SHEET, Balance Sheet
In-For mati on>.

N.B.: Total assets "as been treated as Total capital
employed.
Table 5,1 Portrays that the average percentage of the working
capital employed is alarmingly as high as 86.90 of all three
selected mills during the period under study. The average
percentage of working capital to total capital employed was
highest in the big mill i1,e. 87.12 while the same was 87.03 and
86.50 in the medium and small mills respectively during the

period under study. The percentage ofFf working capital to total

capital employed in the individual mills had an increasing trend
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mfron the base year <1981--B2) to the current year <1986-87). The
above analysis throws sufficient light to the -fact that compared
to the total capital employed, there has been a higher rate of
investment in the Working Capital in almost all the selected
units of the BJIMC, Dha™a Zone, during the period from 1981-82 to
86“87. This being the situation, a through investigation in the
matter of 1iInvestment and utilisation of Working Capital is

considered to be an urgent necessity.

N.B: LBJH = Latif Bawany Jute mills.
KIM = Karim Jute mills-
WBIM= Nabarun Jute mills.

Table b-2 [ILi>™nover_gf Woi”king Capital in the
selected jute mills during 1981-82

to 1986-87

Years JUTE MILLS Average of

three mills
LBJIM KIM NBJIM

1981-82 1-30 1.42 1,21 1.31

198283 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 1.41 1.05 1.29

of six yrs.

Source: Append! >- 1,11,8. 11l Balance Sheet Information of
FACT SHEET.
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Table 5.2 depicts that the average turnover o+ Working Capital
varies wfrDm 1.15 times to 1.51 times, in the individual selected
units of BJIJMC, Dhaka Zone. On an average, the industry turnover
iIE 1,29 times as against a turnover of 2.54 times in the Jute
mills of India during 1977-83. The average turnover of Working
Capital should be 1.81 on the basis of reasonable current assets
of the jute mils as per the Working Capital norms of Tandon Study
Group of the Reserve Bank of India during the period under study
(Annexure-X111>. Compared to above norms, all the selected jJjute
mills of BJMC,Dhaka Zone, had much lower turnover of Working
capital. Habibullah 1, in his study of the profitability in the
jute industry of Bangladesh, mentioned that higher the turnover
of Working Capital, higher would be its profitability, indicating
better efficiency iIn uses. So the declined turnover of working
capital revels that the jute mills failed to have efficiency 1in

the uses of working capital.

1. Md. Habibullah, Ibid p5
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Table 5.3 Perecentage of inventory to Gross
working capital in the selected (Tiills
during .1981-82 to 1986-97.

Years JUTE MILLS Average
LEfIM KJIM WBJH niills
19ei_92 N,5.94 60.10 59.50
1982-83 67,12 59.54 68.20 64.9b
1983-84 70.10 57.95 59.77 62.61
1984-85 75.51 75.18 68.10 72.93
1985-06 75.63 66,45 65.78 69.29
1986-87 69,88 55.18 55.82 60.29
Average \70.6"J 62.40 62.86 &Sl

o-F si> yrs.
Boi.trde: Annexure— 1 11 & 111 Eialance Sheet Information of

FACT Method.
A galance at Teible 5.3 indicates that the inventorie”™s occupy a
major proportion of the Working Capital that have been invested
in the dif-ferent selected units of the BIJMC during the period o+
study. A look at the table -further shows that among the selected
units, Lati-F~ Etawany Jute mills had the highest percentage of
invenotires to gross working capital<70.69), while Karim Jute
mills had the lowest percentage of the same (62.40). The average
percentage of inventories of the Nabarun Jute mills was 62.86.
However, the percentage of inventories to Working Capital of all
the mills was 65.32. Thus we find that in all the cases the
percentages of inventories to Working Capital are very high and
naturally it could beurre~”~”~hat, because of the high
percentage of investment in inventories, a considerable fund has
been blocked up in inventories which might affected”™he long-

term profitability of the selected jute mills under study.
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5,4 PercentM£ D+ Accounts Receivables
(Trade (debpt”; to Gross Working
Capital cflJring 19S1-82 to 06-87,

Years JUTE MILLS Average
D*f three
LBJIM KJIM NBJFI mi 11s
198182 12.84 19.73 22 .99 18-52
1902-83 12.48 16.83 16.25 15. 19
1983-84 12.78 11.48 22 .09 15.45
1984-85 9,77 8,67 16.48 11.64
1985-86 13, 10 17.64 17.25 15.99
198i1>-87 11.48 14.94 11.55 12.66
Average 12,0 14-88 17,76 14,91 /
D-f six yrs.
Source: Anne>lure-1 11 i1 Balance Sheet Information

of FACT METHOD.

Table 5-4 represent the percentage relationship between the
receivable and the Working Capital. The average percentage of
receivables to Working Capital was 14.91, while the average
percentage of receivables to Working Capital was the highest in
the Nabarun Oute Mills <17.76) while the same was the lowest in
the Latif Bawany Jute mills <12.08). Accoridng to some experts A~
and in the opinion of mills management, trade debtors should be Ma- *
maximum of 10 percent of total current assets” Compared to that.
trade debtors was excess by about 5 percent in the selected mills
during the study period. Normally the Letter of Credit(LC) period
is 30 days. But the average collection period was found 35, 41
and 64 days in the selectedjute mills during the period of
study. However, rece-ivables management was found inefficient in

the jute mills (see annexure- 1, 11 imn),
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Table 5.5 Percentage of total receivables to
Gross Working Capital of the
selected mills during 1981-82 to 86-B7

Years JUTE MILLS Average

oF three

LBJIM KJIM HBJIM mills

190182 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
198687 29,37 39. 73 40.54 36.55
Average 28.63 32_26 34.39 31.82 /

of six yrs.
Source: Annexure—1, 1l Il Balance Sheet Information

of FACT Method.
Table 5.5 indicate that iIndsutry average percentage of total
rceivables to Working Capital was 31.82. The average percentages
of the same of the LBJIM, KJIM and WBOM vjere 28.63, 32.26 and 34.39
respectively. The average percentage of receivables to total
working capital was 20.24 in the Indian Jute Mills during 1977-t~™

78. This indicates that there was excess receivables in the

selected jute mills during the period under study.

Out of the total receivables of about 32 percent, 17
percent was blocked in advances. Most oF the advances were -found
in the form salary and wages, -flood and cyclone relie-f, house
building etc. consituted major portion. According to management,
ninety percent of advances were arrears and long overdue- fhis
overdue advances to viorkers™ij” largely due to imneFFiciency of

management, and partly due to leeway given to v*orkers unions by
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the Government -for pressure oFf union and social leaders, some o-F
them have become political Ileaders- Sometimes, management are
helpless to reali se advances. The indiscipline in case of strong
acti on, means gheraow ,of the senior enterprise executives.

Table 5,6 Percentaae of Cash to total Gross

working capital of the selected mills
during the period 1981-82 to 86--87.

Years JUTE MILLS Average
LBJH KIM WBJIM mills
1981-82 i. 16 0-59 3.62 1.79
1982-83 1.25 3.45 2.49 2.40
1983-84 0.77 1.18 2.24 1.40
1984-85 0 .66 0.36 3.00 1.34
1985-36 0.83 3.52 1.09 1.81
1986-87 0.76 5.09 3.63 3. 16
Average 0.91 2.37 2.68 1.99

of si>; yrs.
Source: Annenure™! 11 & 111 Balance Sheet Information of
FACT Method.

Table 5.6 depicts that the average percentage of cash to Working
Capital was only 1.99 of the selected units under study. The
average percentages of Cash of LEVJLi, KIJM and MBJM were 0.91, 2.37
and 2.78 respectively during 19S1-S2 to i198<5j-87. The percentage
.of Cash to Working Capital was 4.4S in caae of Indian Jute Mills
during 1977-78. According to some Authorities like Professor
Nigam ofF India cash in a well financed Company should not be less-
than 5 to 10 percent of Working Capital. Compared to this the
percentage of cash to Working Capital was very much low in the

selected units of jute mills.
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1.7 Inventory in termB. of (*nths dost of
Production in thE- Jute mills during
1981-82 to 198",-87.

JUTE MILLS Average

Years o-f three

L.BIM KJH NBJIM mi 11s
1981--82 &.61 6.58 8.71 7. 30
1982-83 6-25 5.51 10.89 7. S6
1983-84 3.72 8.48 8.72 6.97
1984-85 8.48 8.41 21.83 12.91
1985-86 8.59 7.55 10.76 8.97
1986-87 6,92 4,81 6.09 5.94
Average 6.76 6.89 11.17 8.27
QF six yrs.
Source: Anne>iure-1 , 11 i Balance Sheet Information of

FACT Method.

Table 5.7 shows that the average inventory in terms of month"s
cost of production was 8.27, which seems to be very high during
the period of study. The average inventory in terms of the months-
cost of production was highest in the WBJM 11.27 while it is the
in LBIM 6.76. While inventory in terms_ of months cost of

production should be 2.74 according to the inventory norms of t™"
, Tandon Study Group (Appendix XIlIl) of the F"eserve Bank of India.

[Inventory in terms of months cost of Production.was 3.18 in the

t
" Indian Jute mills during 1977-78.

However, average inventory in terms of the months Cost
of Production is increasing alarmingly in all the selected units

during the period under sutdy i.e. from 1981--82 to 1986--87.
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Table 5.8 Inventory turnover ratio in the selected /
Jute mills during 19S1-B2 to B6-"87 n
JUTE MILLS Average
Years of three
LBJIM KJIM WBJIM mille
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
19S4-85 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
Average 1.91 1.82 1.73 1.82

of sii yrs.
Source: Annev.ure 1, 11 111 Balance Sheet Information
D-Ff FACT Method.

Table 5,B indicates that the total average inventory turnover
ratio had a decreasing trend. The average 1inventory turnover
ratio wa5 1.82 -for all the selected jute mils under the period of
study, while the average inventory turnover ratio of the
individual mills, namely LBJIM, KJM, NBJI"1 were 1-91, 1.82 and 1.73
respectively. The normal 1inventory turnover ratio should be 4-29
during the period under study as determined by the 1inventory
norms of the Tandon Study Group of the Reserve Bank of
India(Annexure- XIIID). However, the average inventory turnover
ratio was very low compared to the norms of the Tandon Study

Group,
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Table 5,9 Current Ratio in the Selected jute
mi 11b during 1981-82 to 1986-87

JUTE MILLS Average
Years o 1Hp &
LBJIM KvaM NBJIM mi11s

1981-82 1.40 0.73 1.75 1.29
1982-83 1.62 0. "8 2,00 - 1.54
1983-84 2. "0 1. 1G 1.61 1.57
1984-85 1.34 0,93 1.23 1.17
i985-8» 0. 95 0.76 1. 00 0,90
1986-87 0.08 0.6B 0.99 0.85
Average 1.37 0.86 1.43 1.22 n

o-f si>i yrs.

Source: Annev.ure-1 ,11 Il Summary Sheet of FACT Method

Table 5.9 depicts the industry average of current ratio which was
only 1:22:1 -for the selected units -for the period under study.
The average current ratio was 1.37, 0.8& and 1,43 in the LBJfKbig
i), KJIM(medium mill) and NB"3M<small mill) respecitvely
Traditionally 2:1 Current ratio is taken as sati sfactory standard
mfor the liquidity and solvency of the -firm. The same 1idea was
endorsed by e>;pert authorities like Myer, Pandey, Kuchal

3
Ramawoorthy, Mishra and others. However, the average current

ratio -for all the selected jute mills was less than 2:1 for all

the periods under study <1981--82 to 1986-B7).

3. Ibid.
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Table 5.10 Liquid Ratio in the Selected Jute
Mills during 1981-B2 to 1986-87.

Years JUTE MILLS Aver age
LBJIM KJIM NEJM mi 115

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
1905-86 0.24 0. 25 0. 34 0.28
1986-87 0.27 0.31 0.43 0.34
Average 0.40 0.29 0. 53 0.41 /

oF siX yrs-

Source! Anne>:ure-1 , Il 111 SUMMARY SHEET OF FACT METHOD

Table 5.10 indicates that the average liquid ratio o+ all the
selected jute mills was 0.41 during 1931-82 to 1986""87,which 15
much below the standard ratio o 1:1. The highest ratio -found
0.53.1in NEIM (small mills), while it was the lowest 0.29 in KJM
<mediur(@ mills). The average liquid ratio was 0.40 in LBJM (big
mills). The average liquid ratio in the jute mill
would be 0.84:1 according to the recommendation of the Tandon
Study group of the Reserve Bank of India, compared to this® the
average liquidity ratio of the selected jute mills was highly

adverse during the study period.
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TablG? S. 11 Cost Breakdown ratio of the selected
Jute Hi ilE during 19S2-83 to 1986-87.

LAl IF BAWANY JUTE MILLS (BJti)

Years
w w

Mat. Lab. Prod. Admn. Selling

COE.t cost overhead E>:pn. Expn.
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
1985-86 39.00 36.00 6.20 2,26 1.75
1986-87 39.58 39.66 15,36 1,39 1.79
Average 46.45 32.78 12.11 1,87 1.87
of 5 yre.

KARIM JUTE MILLS(KJIM)
Years
e w y. y.
Mat. Lab. Prod. Admn. selling
cost cost overhead Expn. E>ipn.

1982-833 34.22 2538 15 46 1.80 4.21
1983-84 37.74 29.21 11.84 1,69 3.25
1984-85 54.98 26. 11 8.91 2.52 1.97
198586 35 B 32.37 10.57 3.28 2.35
1986-87 39. 35 45.88 14.78 3.22 3-76
Average 39.64 31.78 12.31 2.50 3. 10

of 5 yrs.
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NABARUN JLrfE MILLS (MBJIM)

Years
X \A IA 7
Mat. Lab. Prod. Admn . Selli ng
cost CoB-t overhead Blpn. E>:pn - r-
1982-83 37.81 37. 16 8. 13 7.07 2,30 -
1983-84 38.66 36,69 26-00 NA 2.78
1984-85 34-42 28. 14 23.43 WA 1.74
1985-86 36.86 32.57 11.24 2.32 1.98
1986-87 38.30 38.75 14.98 NA 2.31
Average 37.21 34.66 16. 75 1.87 2,22
of 5 yrs

The table shows the percentage 0+ cost of material,
labour, production overhead, administrative and selling expenses
in relation to sales in the selected mills during the period of

study.

The -findings show that cost of material was highest in
big mill, while the cost of labour and production overhead were
highest in small Wabarun jute mil Is. The average cost of sales of
all the mills was about 93 percent of sales. These leaves a very

little margin of profit in the selected jute mills.
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5.3 The -foi lowing analyBis and -findings have been presente?d on
the pre-de=igned qgestionnaire schedule-1 to IV as shown 1in

thre X V."The answers o-f respondents of the selected public
sector jute mils of Dhaka Zone and the Bangladesh Jute hills
Corporation are presented in the Tfollowing tables. \Twelve
"executi ves \were iInterviewed who were directly reljpitfed to working
capital management,Out oFf the 12 e>leucitves, 3 of them were Head
of enterprises, and 9 were head of accounts. The result of the
analysis and the findings of the study on the basis of primary

data are described belows

Table 5.12 Distribution of Respondent accoridng to Age

Age Frequency
30-40 yrs 3
40-50 " a
50-60 m 1

60 yrs. over None

It appears from the table\5.13 J that out of the 12 executives in
the selected Jute mils and BJIJMC a me>;imu(Ti of 8 belonged to the
age group of 40-50 yrs., 3 belonged to 30-40 years and only 1 was
in the age group of 50-60 years. Most of the respondents were
chief ey.euctive and chief accountants of the selected jute mills
and the Controller of Accounts and finance of the Bangladesh Jute
Mills Corporation.
r

The Ffindings show that most of the respondnets have

long experience in their profession and are middle aged.
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Table 5.13 DiBtribution, of, resp(*cI™t™j:;uT the
("Llact; of Working Capital PolicyT”

Opinion of Respondents Total -frequency Percentage
1. Agree 9 75.00
2. Strongly agree 2 17.00
3. Disagree 1 8,00
4. Strongly disagree None

5. Undecided Norse

Total 12 100.00

In reply to e qeuetion whether lack of policy 1is a-ffecting
Working Capi tal _management problem in the selected Public sector
jute mills, 75 percent respondents agreed to the (qeustion, 17

percent strongly agreed, while only 8 percent disagreed,

/

The findings con-firm that lack of proper policy is
a-fF-fecting working capital problem in the selected jute mills

during the period o+ study.

Table 5.14 Distribution of Respondents on te ™
lack of proper inventory management.

Opinion of Respondents Total -frequency Percentage
1. Agree 9 75.00
2* Strongly agree 1 8.00
3. Disagree 2 17.00
4. Strongly disagree Wone

5. Undecided None
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In reply a question, whether Jlack of proper inventory
management was responsible -for working capital management, 7b
percent respondnet agreed, 8 percent, strongly agreed and the rest

17 percent disagreed to the question.

The -findings show that about S3 percent respondent
con-firmed that lack of proper inventory management is responsible
mfor the lack o+ proper working capital management. This Ffindings
necessiates a proper policy guidelines or model -For better
inventory management in the selected public sector jute mills in
particular end jute industry in general.

Table 5.15 Showing the distribution ofFf respondents

on the question of lack of proper
Accounts Receivable Management,

Opinion of Respondent Total frequency Percentage
1. Agree 8 hh_hit
2_.Strongly agree 2 16.66
3.Disagree 2 16.68
4 _Strongly disagree None None
5._.Undecided None None
Total 12 100.00

66.66 and 16.66 percent respondents agreed and strongly agreed
respectively, that lack of proper accounts receivables management
aggravated the Working Capital Problem in the selected jute
mills. While about 17 percent respondents disagreed to the

question. -
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However, the findings con-firm that majority of the
reEpondent mentioned that lack o+ proper r£?ceivabl es managefrtent
was responsible -for proper working capital management in the
selected pubiit: sector jute mills during the period of sutdy.

Table 5.16 Showing the distribution of re«ipondents
on the lack of proper cash management.

Opinion of Respondents Total frequency Percentage
1- Agree 7 58,33

2. Strongly Agree 1 S.33

3. Disagree 4 33.34

4. Strongly disagree None None

5. Undecided None Wone
Total 12 100.00

In reply to a question, whether lack of proper cash management
was responsible for proper working capital management, 58.33 and
S.33 percent respondents agreed and strongly agreed respectively
to the proposal , vihile 33.34 percent disagreed to the same in the

selected jute mills.

The Ffindings show that majority of the respondents
mentioned that Jlack of proper cash policy also affected the
working capital management problem in the selected mills furing
the study period. Comparison of actual cash inflows and outflows
have shown that mills management prepare only yearly cash budget
mfor submission to Corporations and Ministry of Finance. This 1is
merely an academic exercise having no relationship with reality.
A good management is one which prepare monthly rather weekly cash

budget which enables them, when to take loan and for which period
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and to ensure eurplus cash #f any to be kept in STD account which
yields some gain. E>;amination of records has shown that monhtly
cash budget 1is not prepared at all and the necessity of weekly

cash budget is not -felt at all.

Table 5,17 Showing the ProblemB owed to poor

CashTlow-
Op ifion of Respondersts Total F/"equency Percentage
1, Agree 6 50.00
2, Stronghly agree 3 25.00
3. Disagree 1 8,00
4- Stronghly disagree None Wone
5. Undecided 2 17.00
Total 12 100

On the question of poor cashflow generatiion in the selected
mills, 50 percent respondents agreed and 25 percent strongly
agreed that themills had been suffering from poor cashflow

generation which aggravated the working capital management
problem.B percent respondents disagreed to it, while 17 percent

were undeciced.

The findings show that 75 percent respondents mentioned
that poor cashflow generation affected the working capital

problem in the selected jute mills.



Dhaka University Institutional Repository El6

Table 5,18 Showing the distribution oFf respondents on the
much dependence on cash credit of commercial bank.

Opinion of Respondents Total -frequency Percentage
1. Agree n

2. Strongly agree 5 41,66
3. Disagree 1 B.34
4. Stronghlydisagree None None
5. Undecided None None
Total 12 100.00

It appears -from the table that, 50 percent respondents agreed and
41,66 respondents strongly agreed that they were too much
dependent on the cash credit of Commercial bank as a source ofF
Working Capital- 8.34 percent respondents only disagreed with the
above vievj.

The -Ffindings con-firm the hypothesis that most of the
selected mills depended on cash cremt as major source or in some
cases only source of Working Capital at a very high cost of
interest which impaired the pro-fitabibility and liquidity and
agrravating the working capital problem®. The Controller of
Accounts, EJMC mentioned in course of an interview that they paid

Tk.24887,79 lakh as an interest on cash credit of commercial bank,

Table 5.19 Shows the debt equity position of BJMC during

1983-87.

Taka in lakh
Year Total debt Total equity Debt equity ratio
1982-83 11759,41 7438.23 61:39
1983-84 11075.43 7026.93 61:39
1984-85 16295,99 <3895.21) Negative
19G5-86 15122 .47 (12613.32) Negative
1986-87 16057,24 (29649.17) Negative

Source: Annual Report of BJMC
N.B. The picture shows all the jute mills under BJMC.
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The -findings show that (nost of the selected mills and the BJMC as
a whole have no equity. Due to 100 percent debt capital and the
negative? debt equity ratio aggravated Working Capital problem to
public sector jute industry.

Table 5.20 Showing distribution ot respondents

on the question oF political pressure
and enviornmental constraints..

Opinion of Respondents Total frequency Percentage

1, Agree 7 58.33

2. Strongly agree 3 25.00

3. Disagree 1 8.33

4. Strongly disagree - -

5. Undecided 1 8.34

Total 12 100.00

In a reply to a question 58.33 percent respondents agreed and 25
percent strongly agreed that too much political pressure and
enviornmental constraints were resporisible -for proper working
capital management in the selected public sector jute mills under

study, 1in reply to the nature of such political pressure most o+

respondents mentioned about the pressure of the labour unions -for
unreasonable demands and 1interference by social and unions

leaders, some of them have become political leaders.

The findings confirms the view that poltical pressure
and enviornmental constraints also affected the working capital

problem in the selected jute mills during study period.
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Table 5.21 Showing the distribution of resporsdente
on the lack of proper coet accounting
and cost control ByEtenis.

Opinion of respondents Total -frequency Percentage
1* Agree 50-00
2- Strongly agree 1 8.33
3. Disagree 4 33. 34
4. Strongly disagree 1 B.33
5. Undecided

Total 100.00

On the question of lack of proper <cost accounting and cost
control sy«.tem, 50 percent respondents agreed and 8.33 percent
strongly agreed that Jlack of proper cost control and cost
reduction system were also responsible -for poor working capital

management in the selected jute mills.

The -findings reveal that lack of adequate cost accounting
and cost control systejn, material, labour and overhead cost had

an increasing trend in all the selected jute mills during 1981 to

1987
/
Table 5-22 Distribution of Respondents on the
lack of demand and growing competition
in the international market which
a-ffects working capital management.
Opinion of Respondents Frequency Percentage
1.Agree 10 &2
2.Stromgly agree is.hh
3.Di sagree
4.Strongly disagree
5_Undeci ded

Total 12 100.00
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It appears from the table that 83.33 percent respondents agreed
and 1<5j.66 percent strongly agreed to the view that lack of demand
of jute good and growing competition in the international market
are mainly responsible +or proper working capital management in
the selected jute mills and in the jute industry of Bangladesh.
None of the respondent disagreed to the above view. Mr. Khan,
Controller of Accounts of BJMC mentioned to the researcher in
course of an interview that -fall In the demand and price of jute
goods in the international market and the increasing cost of
production were among other things responsible for repleinishment

of their working capital de-ficiency.

The -findings show that the selected jute mills and all
the mills under the Bangladesh Jute Mills Corporation have been
su-ffering -from actue working capital problem due to lack of

demand and growing competition of jute goods in the international

market.
Table 5.23 Distribution of Respondetsts on the

following modern techniques of
Inventory Management.

Opinion oF respondents Frequency Percentage

1. Minimum level 4 19.08

2. Maximum level 2 9.52

3. Re-order level 5 23.80

4. Economic order guantity 1 4.76

5. Perpectual inventory system i 9.52

6. ABC analysis 3 14 .28

7. Inventory Audit 3 14 .28

3. Standardisation and variety 1 4.76

9. Others ~

Total 21 100.00
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On the question of -following modern techniques of inventory
management in the selected jute mills, 19.08 respondents
mentioned that they -follow minimumlevel, 9.52 percent -follow
maximum level, 23-SO percent -fcilio# re--oder level, A.76. pejrcent
mfollow economic order quantity. 9.52 percent TfTollow perpetual
inventory system, 14_.2B percent -follow ABC analysis, 14,28
percent -follow inventory audit and only 4.76 -follow
stanardi sation and variety reduction techniques- of inventory

management.

The -findings show that ma.iority of the respondents

mentioned,minimum level, re-order level, ABC method and
Inventory audit are -followed as techniques of inventory
management.

Table 5.24 Showing the distribution of respondents
on suggested norms -for holding di-fferent
groups of inventory for maximum period
<for jute mills)

hlaM imum Ravj Material Work-in- Finsihed Stores X
peri od proces goods Spares
Local Impor-
ted
Freq. o Freq, Freq. Freq. \. Freq. 7
0™10 days - 60. 00 - " _

- 6
10-15 & 2 20.00 4 -
15” 1 month - - -
30. cat - 40.00

IO I

1- 2 months 3 60 9 90.00 -
2~ 3 4 40.00 - 40 1 10,00 3 “
3 -4 (] - - - — - — — —
4 75 o - - - - . - -

5- 6 7 1 10.00 - — - - - - 7 -
Over 6 " -

Total 10 100 10 100 io 100 10 100 10 100
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The table shows that majority (40 percent) reapondente Eiuggested
to hole! raw material inventory <raw jute) +or a f?iH>:imam period of
3 months. £Ji>sty percent respondents suggested maximum 10 days for
hiolding wor k—in—process inventory, while rE&jor ity <6U percerit) of
the respondents suggested maximum one month  for hoiding -finished
goods inventory. In erase O'f locally available stores itenis, 9u
percent respondents interviewed in the survey suggested a maximum
period of six months -for holding imported stores and spares and

maximum two months period -for local stores and spares.

Table S,25 DiEitribution of respondents on the
question o” accounts receivables policy.

Opinion of respondents Frequency Percentage
1. Affirmati ve 9 75.00
2. Negative 3 25-00
lotal 12 100.00

On the question off accounts receivables policy 75 percent
respondnets replied in the a-f-firmative, while 25 percent of them

replied that they had no accounts receivables policy.

The findings show that majority of the respondents
mentioned that they had accounts receivables policy. But
pratically, we -found "no such policy truly exist in the selected

jute mills.
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Table 5.26 Distribution of respondents on the
question of appropriate norms -for
collection of receivables on export

sales-

Ma>Timum period Fre?quBncy Percentage
0O &' 1 month 60.0>

1 -2 months 20,00

2 3 months 20-00

3 - 4 months-

4 - 5 months

5 6 months

Total : 10 100.00

It appears from the table that 60 percent respondnets suggested a
maximum one month should be the period -for collection of
receivables on export sales, 20 percent respondents suggested
maximum 2 months and the rest 20 percent suggested maximum three
months for the collection oFf receivables on export sales. It may
be mentioned here that about hundred percent sales of the selected

jute mills are export sales.

The findings show that a majority of the respondents
suggested ideal norm for collection of receivables in export

sales -for a maximum period of 1 month-

Table 5.27 Distribution of respondents on the
question of preparation of cash budget.

Opinion of Respondents Frequency Percentage

1. AFfiI rmati ve 8 100.00
2. Negative — _

Total 8 100.00
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On the question of preparation of cash budgets cent percent
respondents replied in the affirmative. But they mentioned that
they prepare cash budget on yearly basis. On the questions

monthly cash budget, only 29 percent respondnets replied in the

afirniative, while 71 percent replied in the negative.

The -findings shov* that most DFf the selected public
sector jute mills prepare cash budget on yearly basis, but very
few o+ them prepare it on monthly basis* But monthly cash budget

is very important -for effective controlling of cash.

384806

5-4 AN ANALYSIS AND FINDINGIWG IN COTTON TEXTILE [INDUSTRY

Data Collected from primary and secondary sources have
been processed through mannualiy, using statistical method, such

as, , statistical averages, ABC Method,

and through Tfinancial ratio analysis. This study is mainly
limited to the time series analysis and cross section analysis of
empirical data, compared with specific inventory norms of
Bangladesh Te>itile Mills Corporation and the invnetory norms of

the Cotton te>itile industr-y F*rescribed by the Tandon Study Group

4
of the Reserve Bank of India-

4. Reserve Bank of India: Report of the study group to frame
guidelines for follow-up Bank Credit, Bombay, 1975, p20.
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Table 5.28 Percentage d+ Working Capital to total capital
employed in the selected public sector cotton
te>Itile mills during 1982-83 to 1986-87

Years Honnon <old) Quaderi a Satrang Average oF

three mills

1982-83 85. 16 90.59 78.89 84 .87
1983-84 85.94 92.40 80. 19 86. 17
1984-85 88.55 91.97 85.88 88.80
1958 85.51 88. 17 01. 11 84 .93
1986-07 81.40 87.21 74.02 80.87
Average 88. 15 89.67 81.36 85.39
of 5 yrs.

Source: Annexure~1V to VI

W.B: 1. TotfFll current asBets 1lb considered as working capital
in this study.

2. Total assets has been treated as total capital employed-

The above table shows that average investment in working capital
was as high as 85-39 percent in the selected public sector cotton
textile mills during the study period. The study also reveals
thiit there is wide variation -from 74.02 to 92.40 percent in the

selected mills.

The -Ffindings show that average inveEitment in working
capital was very high compared to standard in all the selected
cotton mills. Thus, the -findings show that the working capital
requirement by the enterprise is not calculated or determined in

an objective manner.
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Table 5.29 Turnover of Working Capital in the selected
public H.ector cotton textile mills during
1982-83 to 198i,“37

Years Monno(DId) Quaderia Satrang Aaverage of
three mills

1982-83 i.97 1.60 1-95 1.84
1983-84 1-48 1.20 2.14 1.57
1984-85 1,01 0-84 1.43 1-09
1985-86 1.11 1.37 1.75 1.41
1986-87 1.46 1-29 1.93 1.56
Aver age 1-40 1. 26 1,81 1.48
Df 5 yrs.

It appears from the above table that the average turnover ofFf
working capital varies -from 1.09 tiines to 1.84 in the selected
cotton textile nmills during the study period. The average
turnover of working capital was 1,40. 1.20and 1.81 in

Honnon(old), Quaderia and Satrang textiles respectively, while
industry average was 1.48 during the study period. The turnover
of working capital was 2-05 times for both years in 1979-80 and
1980--81 in the 48 Indian Cotton textile mills. Compared to Indian

cotton textile mills none of the selected textilemills —fulfill

workiVsg capital turnover standard. Thus the -findings show that
there 1is i1nefficiency 1in the proper utilisation of working
capital in the selected public sector cotton textile illls 1in

Bangladesh.
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Table 5*30 Percentage inventory to GroBs working
capi tal in the sel cc:ted te;tile millb
during 1982-83 t0 1986-87
Years Honno(old > Qucider ia Satrang Average of

three mi l1l1s

1982-83 39. 94 37. 64 41.97 39.85
1983-84 59.90 47 .25 54.65 53.93
1984-85 63. 32 62.25 50.81 58. 79
1985-86 49, 20 42- 41 39.40 40.98
1986-87 29,24 37.11 56. 60 40.98
Aver age 48.32 45. 33 48.64 47, 44

of -five years

Source : Anne>fure—-1V V & VI

N,B: Calculation have been made by us-.

A glance at the table 5.30 indicates that the inventorielE occupy
a major pjroprotion of the working capital that have been inves-ted
in the different selected units, of BTMC during the period of

Ejtudy.

However, the average percentage of inventories to working capital
of ail the mills was 47.44. Thus, we Tfind that in all the cases
the percentage of inventories- to working capital was very high
and naturally it could be infurrert that, because of the high
percentage of investment iIn inventor ien-, a consi derabl e -fund has
been blocked up in inventories, which a-f-fected the net vjorking

Capital positon of all the mills during pteriod under stud"-/.
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Table 5.32 Percentage of Stores & Spares inventory to

acjgreqate inventory in the selected textile

mi l1s"during 1982-83 to 1986-07
Years Monno<old) Quaderia Satrang Average of

three mills

1982--83 49,44 60.30 54.03 54-59
1983-84 21.55 62.15 33.70 39.12
1994-85 63.47 55.41 26.16 48.35
1985-86 54_40 67.83 49.74 57.32
19B6-87 63.74 47 .34 59.06 56.71
Average 50,52 58.60 44 .53 51.21
of 5 yrs.

Source ; Anne>lure- 1V, V & VI
W.Bs Calculation have- been made by us

Table 5.32 reveals that the average percentage of stores spares
to total inventory was highest 58.60 in Quaderia fe>:tile and
lowest 44.33 iIn Satrang textiles. The industry average was 51.21
o~ all the selected tev.tiles during the period under study. The
average percentage of stores spares was 50.52 in the Monno<old)
textile. However, there was ey.eesive stock of stores and spares in
all the selected cotton textile mills of BFMC under study. In
cotton textile mills more than eightly percent of stores and
spares are imported, compared to twenty percent of jute mills.
Procurement OF stores is morecomplicated 1in cotton mills.

Purchase is done through tender, but purchase procedure does not
con-form to -five P"s of sound procurement policy. An industrial
enterprise shuold purchase right quantity, at right quality, at
right time, at the right price and from the right source. On
visist to godown, it was -found that items which would be wused
with minor repairs have been dumped and new items are purchased.

This represents attempts to leak out working capital.
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Taka iIn lakh
Honno(old) Textile mills @ 147. 12.84
interest on Tk.91.73

Quaderla Te>;tile 0 147. 3. 13
intere-st on Tk- 22.33

Satrang te>!tile © 147. 0
interest on Tk-"3%6.47

Total: Tk. 21-07 lakhs

Table 5.35 Percentage of total receivables to working capital
(current assetE-.) iIn the selected public sector
cotton textile mills during 1982-83 to 1986-87

Years Monno<old) Quaderi a Satranq Average of
three mi 11b

1982-B3 48.34 48.41 23. S6 40.20
19S3-84 32.43 35.22 28. 12 31 .92
198485 36.57 29.72 20, 96 29.08
19S5-B6 50.57 43 .29 31.04 41.63
1906-87 70.76 48. 29 36.22 50,03
Average 47. 73 40.98 28.04 38.57
of 5 yrs.

It is evident from the table that average percentage of
receivabie& varies from 29.08 to 50.03 percent iIn the selected
mills. The iIndustry average of all the years is 38.57. Another
notable fTeature of the table is that percentage in certain mills

vary widely from year to year. In Monno(old) textile the average
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percentge of receivables to working capital varies form 722.1°2 in

1984-B5 to 70.76 in 1986-87,

The -FfindingB show that high percentage of -fund &
blocked in receivables in the selected mills during the study
period. The* findings suggest that an iInnovative nDrm or model is
an urgent need for ef-ficient management of receivables iIn public
sector cotton textile industry.

Table 5.36 Percentage of Accounts Recei vabl es (Trade debtors)

to working capi tal (current assets) in the- selected
public sector cotton te>:tile mills during 19Q2~S3

to 1986-87,
Years Monno(old) Quaderi a Satr ang Average of
three mills

1982-83 23. 0B 4,05 4-46 10-53
1983-34 14.28 3. 13 8.31 7-57
1984785 25- 13 2,57 7.32 11,67
19B5-86 23.87 3.95 14.57 14.13
1986-87 36.80 12.21 16.52 21.84
Average 24 .63 5. 1B 10-52 13. 14

of 5 yrs.

The above table depicts the percenage of trade debtors to working
capi tal in the selected mills during 1982-83 to 1986-87. It
appears form the table that average percentage of trade debtors
to working captial varies -hbi1 7,57 to 21-89 percent in the
selected mills during the period of study. The industry average
of all the years is 13-14, The average percentage of trade
debtors to working capital was found very high as 36-80 in 19B6-
87 in Monno Textiles, while the same vjas lovjest in the Quaderia

textiles mills (5.18),
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Table 5.37 Percentage OTF Cash to Working Capi tal (current
assets) 1in the selected public sector cotton
te>:tile mills during 1982-83 to 19S6>-a7.
Years Monno (d 1d) Quaderi a Satrang Average of

three itiills

1902-83 11.11 14.71 34. U 19,97
1983-84 7.50 17.61 17.00 14.03
1984-85 0, 19 7.96 28.21 12. 12
198586 0.09 14.14 29.55 14,59
198ifj-B7 0.02 14 .52 6-60 7.04
Average 3.78 13,78 23-09 11 .35
of 5 yrs.

The above tsble reveals the percentage of cash to total working
capital in the selected mills during 1982-83 to 1986-87. It
appears -fron the table that average percentage of cash to working
capital varies -from 7.04 to 19.97 percent in the selected cotton
mills. The percentage was -found very low in Monno(old> and

relatively very high in Satrang textiles.

The -findings show that none the selected units under
BTMC maintains an uni“forni cash balance. Absence of an 1Innovative
norm or model 1is responsible -for ire"f~fFici ent management of cash

in the selected public sector cotton te>:tile mills-
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Table 5.38 Percentage of net. cash flows to current
ilabilities in the selected pbulic sector
cotton textile mills during 19S2-83 to

19B6~87
Years MCOnnD(DI1d) Quaderi a Satrang Average ot
threte mills
19B2-S3 20.78 91.28) a 9.57) (0.02)
1983-84 22-777 1,59 "61.35) (12.33)
1984-85 8. 17 (3.18) (49. =8 (14.22)
\9BS-Bh ,1.96 <15.57) <53.06) 2.22)
19S6--87 21 .51 C15.57) (82.90) (25.65)
Average 15.03 (7.12) (53.31) (14.88)

of

The above table reveals the percentage of net caBh-fIDVIB to
current liabilities in the selected cotton textile mills during
1982-83 to 19S6-87. The average percentage of cash -flow of all
the vyears was (14.88). The average percentage of net cash -flows
to current liabilities was 15.03, (7-12) and (53.31) in

Monno(olri), Quaderia and Satrang textile mills respectively.

The -findings show that except MonnD(DId) the majority
of the selected mills have been suf-fering from shortage of net
cashflows and thus the solvency of cotton textile mills is at
stake, while actual solvency of the selected mills is mainly

based on percentage of net cashflow to current liabiliteis-
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Table 5-41 Showing distribution of respondents on the
poor ca&hf iom» gener ation.

Opinion of res-pcmdents Frequency Percentage
1, Agree e 50.00

2. Strongly agree 3 18. 75

3. Disagree 4 25-00

4. Strongly disagree -

5. Undecided 1 6-25
Totai i6 100,00

Dn the qi.ieE-tion o-f poor cas-h -flow gE"neration in the selected

mills 50 percent respondents agreed and 18.75 strongly

agreed

that the mills had been suf-fering -from poor cash*flow generation.

But 25 percent respondents disagreed and 6-25 were undecided

the above view.

to

The -findings show that majority respondents mentioned

that poor working capital position was due to poor cash

generation of the selected cotton mills during study period.

Table 5.42 Distribution of respondents on the inadequate
cost accounting and cost control system.

Opinion of respondents Frequency Percentage
1. Agree 6 37.50
2. Strongly agree 6 37.50
3, Disagree 4 25.00

Strongly disagree
5. Undecided

Total 16 100.00

-Flow
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On the question cA lack of ade-quate cost accDunting and cost
control system, 3.7.50 percent reEEpondents. agreed and 37, b0
percent strogniy agreed that lact; of adquate cost accounting and
cost control syBtem were reBponsible -for poor viorking capital

management in the selected public sector cotton textile mills

during sti.idy period. But percent disagred to the view. lhe
bindings reveal that 75 percent respondents confirmed our
hypothesiE., that there 1is inadequate cost accounting and cost

control system in the selected mills resulting poor working

capital management.
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Table 5.44 Distribution of respondersts on the centralised
buying raw cotton, affecting working capital.

Opinion of respondents. Frequency Percentage
1, Aftirmative 10 83..35

2. Negative 2

Total 12 100.00

In a reply to a question, whether the centralised buying of raw
cotton by EiTriC cocfiplicatethe working capital problem of
enterprises, 83.33 percent respondents replied in the affirmative
and only 16.66 percent respondents replied iIn the negative. In
support of their view they mentioned that BTMC imports the raw
cotton centrally and allot to every mill on quota basis, whether
they require 1t or not. The whole lot of quota of each
enterprises had to be liftedat atime, which blocks the working
capital of individual mill. The above view was disagreed by top
officials of BTMC. Corporation officials mentioned that

enterprise management is incompetent iIn understanding economic

and diseconomies of raw cotton procurement. The enterprise
management were criticalabout the procurement by the
Corporation. They want procurement power to be decentralised,

which in the opinion of Corporation®s top management is not
possible, because Corporation cannot purchase cotton on cash or
credit. They are to depend on aid and loans and also on Dbarter
agreement, particularly with socialistic countries. This work
which is suitable to be handled centrally and with constant co-

operation with different relevant ministries.
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Tables 5.43 Distribution of respondents on suggested norms -For holding
di-f-ferent groupB o-f inventory for ma?:ifTiun period.

Max imum Raw Material War k-i n-process Finsihed goods Stores spares
per iod Inventory

<Imported)

Frequency Percentage Frequency Percentage Frequency Percentage Frequency Percentage
0- 15 days 6 35. 71
0-1 month 1 20. 00 1 14. 29 8 89.00 4 33. 33
1 -2 months 2 20, 00 16.,67
2 - 3 months b 60. 00 1 11, 00 h 50. 00
3 4 months
4 - 5 months
5 -6 months
Over 6 months
Total 10 100,, 00 7 100.00 9 100.00 12 100.00
It appears -fromn the table that 60 percent respondents suggested maxifnum three months for holding raw material

inventory in the selected cotton mills, 20 percent suggested for one monthand other 20 percent suggested msMimum period

of 2 months for holding the same.

85,71 percent respDndnE~ts suggested a maximum of 15 days should be the appropriate norm for holding work-in-
process inventory and the rest 14,29 percent suggested maximum 1 month. Incase of finished goods, about B& percent
respondents suggested one month for holding the same in the selected cotton mills, A maximum 3 months was suggested for

stores and spares.

The findings show that the majority of respondnets suggested a maximum period of 3 monthsfor holding raw

material inventory, a maximum period of 15 days for work-in-process, a maximum one month for Ffinishedgoods and maximum
3 months for holding sotres and spares inventory in the selected cotton textile enterprises under BTMC, In reply to
question for holding imported stors and spares, najority of -respondents suggested a maximum period ofsix months should

be the appropriate norms for holding iImported stores and spares inventory.
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Table 5-4~ Distri buti on of respondents on the centralised
buyinc} raw cotton, af f-ectinq workirsg capital-

Opinion of respondents Frequency Percentage
1, A-fi rmati ve 1= 21"
2.. WegativES 16.66
Total 12 100 .00

In a reply to a question, whether the centralised buying of raw
cotton by BTMC complicate the working capital problem o-f
enterprises, 83.33 percent respondents replied in the af-firmative
and only 16.66 percent respondents replied in the negative. In
support of their view they mentioned that BTMC imports the raw
cotton centrally and allot to every mil1ll on quota basis, whether
they require it or not. The whole lot of quota of each
enterprises had to be li+tedat a time, which blocks the working
capital of individual mill. The above view was disagreed by top
officials of BTMC. Corporation officials mentioned that

enterprise management is incompetent 1in understanding economic,

and diseconomies of vraw cotton procurement. The enterprise
management were critical about the procurement by the
Corporati on. They want procurement povier to be decentralised,

which iIn the opinion of Corporation®s top management is not
possible, because Corporation cannot purchase cotton on cash or
credit. They are to depend on aid and loans and also on barter
agreement, particularly with socialistic countries. This work
which 1is suitable to be handled centrally and with constant co-

operation with different relevant ministries.
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Table 5.45 Dietribution of respondents on the question of
low purcha?r.ing power by poorer customere and derriand
mfor foreign Qoods by richer customers, complicate
mfinished goods inventory system.

Opinion of respondents Frequency Percentage
1. Affirffi&tive S

2. Negative ~

Total 12 100.00

Gn the above question, 66. 7>/ percent respondents replied in the

affirmative, and only 33.33 rBspondentB replied in the negative.

The findings show that majority of respondents,
mentioned that low purchasing power of the poorer section and
clamour for foreign clothes by the richer section of customers, a
huge stock of finished goods accumulated in cotton textile
enterprises, in support of their view, they mentioned that a huge
quantity of Indian cotton goods <came to Bangladesh through
smuggling. The richer section of customers are very much fond of
indian clothes and specially ladies sarees- They also mentioned
that a sizeable protion of poorer section buy also Indian
clothes, as the inferior quality of those clothes are cheaper

than Bangladeshi clothes.
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Table 5-46 Distribution respondents on the question of
preparation yearly and monthly cash budget.

Opinion of Year 1y ilonth1ly Percentage Percentage
Respondents. Yearly Monthly
i, Affirmative 75.00 25.00

2- Negative 25.00 75.00
Total 8 10Cr.00 100.00

On the question ot preparation of yearly cash budget 7b percent
respondent replied in the affirmati ve and the 25 percent replied
in the negative- On the question of monthly cash budget, only 25
percent respondents replied in the a-ffirmative, while 75 percerst

o-f them replied that they did not prepare any cash budget on

monthly basis.

The -findings show that a majority on the selected
cotton mills prepare cash budget on yearly basis, for submission
to Corporation and Ministry of* Finance- A good management is one
which prepare monthly rather weekly cash budget which enables
them, when to take loan and -for which period and to ensure
surplus cash i+ any to be kept in STD Account which yields some
gain. The examination of records has shown that monthly cash
budget 1is not. prepared and the necessity of weekly cash budget is

not -felt at all.
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S.h SUMtIARV

Tha anaj”ysi % arid -findingE of the study revealed many things® about
the working capital management in the selected
public enterprises of jute and cotton textile industry and have
answered many previouB questions . The Tfindings revealed that
there is ine-Fficiency in managing working capital properly in
general and more particularly, the inetfciency 1in inventory,
receivables and cash management are a-f-fecting the proper
management o-f working capital in the selected public enterprises.
The -findings from time series and cross sectional data analysis
reveal that there is heavy investment of fund in inventory and
receivables component of working capital, but the investment in
cash is very lovi in public sector jute mills, but cash vtas found

excess in cotton te>:tiie mills compared to our suggested model.

The findings suggest that a innovative working capital
management model/norm in an urget necessity for proper working
capital management in public enterprises in Bangladesh and the
development of such model/norm is the pri”~e objective of this

research study.
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CHAPTER - SIX

A COTIPARIBDN OF WORKING CAPITAL MANAGEMENT POSITION BETWEEN
PUBLIC AND PRIVATE SECTOR JUTE AND COTTON TEXTILE MILLS.

6,1 Introduction

The object of this chapter 1is. to pre&ent a comprativc-
picture the state of working capital management between the
selected public private sector jute and cotton textile mills.
Since the sample of the present study was taken in such a way
that three public sector jute mills of di-f-ferent sizes can be
compared with the three private sector jute nmills of similar
sizes and the three public sector cotton <b5pinning) mills with
the three cotton mills of similar type in the private sector. In
the national context, such a comparison between public and
private sector, especially on the vital issue of working capital
management after disinvesting 27 cotton and 33_jute mills from
public to private sector after 1982 has not been made af2d this
chapter provides an interesting perspective. It will enable us to
have better insights as how working capital management position
of public sector compares with private sector in -terms of
efficiency and particularly to liquidity, solvency and

profitability of business.
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Si>: main sections comprise this chapter. The source
the cofiiparati ve data is covered iIn section on 6.2, whilst
comparative analys:i.s and “-findi r.gs o-f the selected jute mills and
cotton te>Itile mills are presented in section 6,3
and 6.4 respectively on the basis oM time series data. On the
2
basis of cross sectional data X analysis and test are done on

section 6.5, inventory, receivables and caE-h management

respectively- Finally a summary 1is given in section 6»6.
6.2 The data Source and Analysis.

The data wfor comparative purposes were collected -from
the audited Annual resports of the selected companies. These data
are presented as an aggregate balance sheet, profit < loss
account and sources and uses of -funds -for all sample companies.
Therefore, it should be kept, in mind that the data permit an

aggregate comparison only-

The latest available data -from the selected mills are
for 1982-83 to 1936-87. Therefore, the comparsion 1is made for the
period 19B3 to 19S7.

6.3 Comparative Analysis of working capital position and
findings between the selected public and private sector
jute mills.

Table 6.1 depicts that the average percentagt? of gross
working capital to total capital employed is alarmingly as high
as 87.79 and 85.03 of the selected public and private jute mills

respectively during 1982-S3 to 1986-37. The average percentage of
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working capital ta total capital employed was highest in ismall
public jute mills (88.20), while, the sarfie loweEt 81,59 in s-mail
jute mills of private sector. The above analysis throws
suf-Fici ent ligtit to the fact that cDmperc?d to total capital
employed, there has been a higher percentage of iInvestment in

working capital 1in both the? selected public and private sector

jute [Tsills during .t9S2-S3 to :19Si™-B7,

Table 6.2 shows the corftpsrative turnover of wort;ing
capital in the 5electec.i public and private sector jute mills
during 11982--B3 to 1986--87, It appears from the Table h.2 that the
average 1iInventory turnover ratio was 1.S2 in selected public
sector jute mills compared to 2,25 in the private sector Jute
during the period under study. Normally the 1inventory ratio
should be 4.29 as per the Tandon Committee Report of the Reserve

1

Bank of India. However, all th jute mil both in public and

private sector could not satisfy this norm. » W

Table 6.."5 highlights the comparative percentage of
inventory position to current assets in the selected public and
private jute mills during 1902-83 to i198%J--87. It is- -found fromrs
the table that the average percentage of inventory to total
current assets in the selected public and private sector jute
mills was irs.9'5 and 65.53 respectively. So, there 1is little
variation between public and private jute mills with regard to
average percentage of inventory to total current assets.

1. A.C. Saha<1982), A study of some problem of working capital

management in the jute mills of Dhaka Zone, Bangladesh, un-
published Ph.D thesis. University of Baroda, p 176-
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Table mi>4 depicts the comparative percentage of total
receivables to working capital in the 5elc?cted public and private
sector jute mills during 19S2-83 to 19B6-S7. It appears “rom the
table that averages percentage Df recceivables to working capital

in the selected public and private jute mills were 30.90 and

28.92 respectively during the study period.

Although the average percentaage of receivables, to working
capital was 2 percent higher inpublic sector compared to private
sector jute mills during the study period, but there is no
significant di-f-ference between them so -far the percentage of
receivables to working capital 1i1s concerned* However, it is clear
«fiofl  the analysis that a sizeable amount of funds are locked up
in receivables in the selected public and private sector jute

mi 11b dur ing 1983-87-

Table A.5 shows the comparative percentage of Trade
debtors to working capital in the selected public and private
jute mills during 1982-83 to 1986-87. The average percentage of
trade debtors was found 14.63 in the selected public sector jute
mills, while the same was found only 9.67 percent in the private
sector jute mills for>llIrfie study period. It seems private jute
mills are very prompt in collecting bills from customers compared
to public sector jute nmills. But individually the average
percentage of receivables was higher 16.60 in big private jute
mills compared to only 11.92 of the same in public sector during

the study period.
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Table 6,6 highlights the comprirative percentags of cash
position to total current aEs=ete. Iin the selected public and
private sector jute mills during 1982-83 to 1986-37.Cash 1is vital

component of working capi tal .Guthman suqcjested that percentage of

cash t.o working capital shows the e-f-ficiency of cas.h manageflient
LA 2
as a determinant to working capital management.

Table 6.6 reveals that the average percentage of cash
to working capital were 2.02 and 2.69 in the public and private

sector jute mills respectively during 1982--83 to 1986-87.

Some authorities think that the cash in a well financed company

should not be less than 5 to 10 percent of

3
working capital. Experience shows that strong companies always

have cash sufficient to cover all current indebtedness. Coampared
to that cash was very much low in both the public and private

sector jute mills under study,

2. Ibid. 5. A.C. Saha- 1Ibid p 186 6. 1Ibid, p 187

3- A.C. Saha, Ibid p 187.
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TablB 6.1 Comparative percentage of working capitsl
<i.e. current assets) " total capital employed

(operating assets) in the public and private
sector jute mills during 1962-83 to 19B6-87.

PUBLIC SECTOR JUTE MILLS

Years
LBJIM KJIM NBJIM Average of
(big mill) <medium mill) (small mill) three mills
1952""-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 93.00 89.53
Aveage 87.63 87.50 88.20 87,79
of 5 yrs.
PRIVATE SECTOR JUTE hILLS
Years - ittt
CIMC Ltd. VJIP Ltd. WIM Ltd. Average of
<big mil 1) (medium mill) (small mill) three mills
1982-83 84.44 82.92 67. 56 78. 11
1983-84 91 .81 86.30 79, 14 85.54
1984-85 93- 77 90.27 83.83 89.29
1985-86 91 .50 78. 15 87. 11 85.58
1986-87 90.36 79.40 90. 10 86.62
Aveage 90.35 83. 29 ai .54 85.03
oF 5 yrs..
Source: Annexure I, 11, 111, VII, VIII IX <Fact Method)

Balance E-heet iInformation.

CIJMC = Chittagong Jute M-fg. Company Ltd.
Vjp = Victory Jute Products Ltd.
WIM - Woapara Jute Mills Ltd.
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6.2  Comparative inventory turnover ratio in the selected
public: and private jute mi 11& during i9B2-83 to 1986-S7 ~*

PUBLIC SECTOR JUTE MILLS

Years
LEIM KJH WBJIM Average of
(big @@m1i1l) (medi um mill) (small mi 11 ) three millir-
1982-S3 1.92 2.70 4.58 2.89
1983-84 3.22 1.41 1.37 2.00
1984-85 1.41 1.43 0.54 i, 13
1985-86 1. 40 1,59 0.52 1.17
1986-87 1.70 2.49 1.97 2-.06
—_ ______ e >
Aveage 1,91 1,,82 1.73 1.82 /
of 5 yrs.
PRIVATE SECTOR JUTE MILLS
Years - TTTTTT Sos s oo oS osos—osTTToTm moom oo TEmmme Tmmmmmm e
cJmc Ltd. vap Ltd,. NOM Ltd. Average of
(big mill) (roedi Ufii mill)  (small mi 11 > three
1982--83  2.55 0.61 2.33 1-83
1983-84 2.09 0.48 1.59 1.38
1984-85 2.49 3,37 2.46 2.77
1985-86 2.23 4.29 1.71 2.74
1986-87 2.40 2. 19 2.95 2.51
Aveage 2.35 2. 18 2.21 2.25 y

of 5 yrs.
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6.3 Comparative percentage of inventory to current assets
(i.e. groBB working cspital) in the selected public
private sector _jute mill"s during 1982-83 to 19S6"Q7.
PUBLIC SECTOR JUTE MILLS

Yean

LBJh KJIM NBJIM Average of

(biqg mill) (medium mi11) (s-mall mi 11) three mills-
1902-8-5 67. 12 59. 54 68.20 64 .95
1983-84 70. 10 57.95 59.77 62.61
1984-05 75,51 75. 18 68. 10 72.93
1985-86 75.63 66. 45 65.78 69.29
1986-87 69.88 55. 18 55.82 60.29
Aveage 71 .64 62.86 63-53 65.95 \a
of 5 yrs.

PRIVATE SECTOR JUTE IMMILLS

Years

CIMC Ltri. VIP Ltd. NJH Ltd. Average_of

(big mi 11) (medium mill) (small mi 11) three mills
19S2-83 30.97 65. 33 67.61 54.63
1983-84 70.49 72. 12 63.61 68.74
1984-35 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 63.76 71. 16 61 .08 65.":"

ofF 5 yrs.
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6.4 Comparative percentage of total rece”ivables to working
capi tal <clrrent assets) o-f""the selected public and
private sector jute mills during 19S2-83 to 1986-87.

PUBLIC SeCTOP; jute mills

Years

LSvIM KJli NBJIM Average of

<big miln <mediurt mi 11) (Bffiall mi 11 ) three mills
19B2--83 31,61 36.99 29.30 32.63
1983-84 30.31 25. 17 37.98 31. 15
1984 “-as 23.51 23.57 2S.50 25. 13
1985-86 24 .09 30.03 33. 13 29.08
1986-87 29. 37 39.73 40.54 36,55
Aveage 27.77 31.09 33.S9 30.90
of 5 -yrs.

PRIVATE SECTOR JUTE MILLS

Vears

CJiiC Ltd. VJP Ltd. NJri Ltd. Average of

(big mill) <medium mill) (small mill) three mills
1982-83 45.41 40.41 31.66 39, 16
1983-84 16. 11 21 .72 34.52 24_ 11
1984-85 18.31 19.83 3:3.71 23.95
1985-86 23,34 24. 04 34. a0 27.39
1986-87 27. 48 19. 32 43.28 30.02
Aveage 26. 13 06 35.59 20.92

of 5 yrs.
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jute mills during

Years

1982-83
1983-84
1984-85
1985-86
1986-87

Aveage
G-F 5 yrs-

Years

1982-83
1983-84
1984--85
1985-86

PUBLIC SECTOR aUTE MILLS

LBJIM
(big mi 11)

12.48
12.78
9.77
13-10
11 .48

11. 92

PRIVATE SECTOR JUTE MILLS

CvIHC Ltd.
(big mi11)

30. 70
12.81
11.54
11 .07
16.90

KJIM
(medi um

16.83
11 .48
8.67
17.64
14.94

13.91

7JP Ltd.

(medium

10.01
7.48
8.48
8. 00
6. 16

1906-87*

receivable

NBJIM

16
17

16.

, NJH Ltd.
mi 11) <smail mil1ll) three mille-

25
09

-48
.25
11.

55

72

17.37

3-
2.15
7-

74

91

11.82

Average of

mill) (smal 1 mi 11> three mills
16.
22.

15- 19
15.45
11.64
15.99
14.91

14.63

Average of

19.36
8.01
7-39
8.99

11.62

9-67
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h.h Comparative percentage of caeh to total current assets
(i.e. gro??,B working capital) in the Belected public
private sector jute mills during 1982-83 to 1986-87,

PUBLIC SECTOR JUTE MILLS

Years
LBJIM KJIM NBJIM Average_of
(big mill) ((Tiedium mill) (smail mi 11) three mills
1982-83 1.25 3.45 2.49 2.40
19S3--B4 0.77 1.18 2.24 1.40
1984-85 0.66 0.36 3-00 1.34
1985-86 0.83 3.52 1.09 1.81
1986-87 0,76 5.09 3.63 3. 16
Aveage 0.85 2-72 2.49 2-02 /
of 5 yrb.
PRIVATE SECTOR JUTE HILLS
Years =TT TTTTTTTTooo oo oo oo oosooooo———TTTTmmmm oo T
CIMC Ltd. VJP Ltd. NJIM Ltd. Average_of
<big mill) (medium mill) (small mi 11} three mills
1982-83 1.00 4.26 0-72 1.99
1983-84 2.60 0. 18 1.04 1.27
1984-85 0.40 1.72 2-44 1.52
1985-86 1.07 7.97 3.89 4.31
1906-87 4,18 1.27 7.66 4.37
Aveage 1.85 3.08 3. ,15 2.69 /

ofF 5 yrs.
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6.7 Comparative percentage of Net Cash fl”ws to current
iiabi lit in the sei ectefF publ ic end private
mSectFr® Jute mills during 1982-83 to 1986-87,
PUBLIC SECTOR JUTE MILLS

Years

LBJIM KJIM NBOM Average

<big WMHll) smedium mill) (small mill) three mill:
1982-83 <14.18) 12.02 12.01 3.28
1983-84 (6-32) <1.85) 18.59 3-47
1904-85 <2.47) (19.71) 13. 66 (2.84)
1985-86 <6.64) <15.99) (6.63) <9,75)
1986-87 i.13 (5,18) <18.25) (9.43)
Aveage (5.69) (6.74) 3.87 (2.85)
Df 5 yrs.

PRIVATE SECTOR JUTE MILLS

Years

CJHC Ltd. VJP Ltd. NJIM Ltd. Average of

<big mill) (medium mill) (small mill) three mills
19827"'83 (10.41) (32.74) (128.58) <57.24)
1983-84 (23.37) (83.59) (63.15) <56.70)
1984-85 (40.72) (44.76) (79.01) <41.34)
1985-86 (59.02) (63.83) <69.35) (60.96)
1986-87 (56.64) (51.27) <76.48) <61.46)
Aveage (38.03) (63.23) (83,31) (55,55)
of 5 yrs.

Table 6.7 reveals the comparative percentage of net. cash flows to
current liabilities 1iIn the selected public and private sector
jute mills during 1982-83 to 1986-87. The average percentage
negative net cash -flows to current liabilities;- was (2,85) and
(55.55) in the selected public and private sector jute nmills

respectively during the period o+ study.
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The position of net cash -flows to current liabilities is
very grave in the selected private jiAte mills cofftpared to public
sectot™---Encfpt Nabarun jute mills in the public sector, all the
selected jute mi lie had negative percentacje of net caBh-flows, but

Nabarun jute mills had also negative percentage of cashflows in

some vyears. Actual liquidity and solvency o™ the jute mills is
mainly based on percentage net cashflows to current
4

liabilities and coverage oi current liabilities.

4. 1bid, p 266
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Tabler 6.8 Camparati ve Cost Eiredkdown Ratios ai the selected
public and private sector jute mi 1Te during 195;:1\83
to 19a6“87

PUBLIC SECTOR JUTE MILLS
Yrs, LBJIM KJIM
Y. 7 o 7 7. 7. w w \.
Mat, Lab. Over Admn Sell Mat. Lab Over Adm. Sell -
cost cost head exp. exp. cost cost head exp expr.
cost cost

1982"-83 39. 34 27.00 14.80 1,63 2.71 34.22 25.38 15,46 1,80 4.21

1983-"84 78.92 30.98 12.92 1.55 2,38 37.72 29,21 11.84 1.69 3.25

1984"-85 35.43 29, 15 11.27 1.15 1.76 54.98 26, 11..8.91 2.52 1,97

1985*-86 39.00 36,00 6.20 2,26 1.76 35.95 32.37 10.57 3.28 2,35

1986"-37 39.58 39.66 15.36 1.39 1.79 39,35 45.88 14,78 3.22 3.76

Average 46.45 32.73 12.11 1.59 1.87 39.64 31.78 12.31 2.513 3.10

of 5 yrs.

PRIVATE SECTOR JUTE MILLS

Yre. CIMC LTD. VTP LTD.

7 v 7. 7. w .7 Y. 7. 7.

Mat. Lab. Over Admn Sell Mat. Lab Ov~Ar Adm. Sell

cost cost head exp. e-p. cost cost head exp exp -
cost cost

1982-83 38.53 29.56 19,45 3,45 0.99 38,61 26.57 28.72 3. 18 0.72

1933-84 51,90 35,37 25.27 0,66 0.81 49.33 31.28 32.44 5.99 0.58

1984-85 86.68 28. 3r 17. 18 0,31 0.55 77.63 28.78 12.68 3,66 0.62

1985-86 33.82 36.23 24.23 4,24 0.72 36.62 .35.53 16,30 4.95 0..71

1986-87 40.37 43.54 25.27 2,72 1.40 36.34 46.23 15.97 4.10 0. 96

Average 50. 26 34.71 22.28 2.27 0.89 47.70 33.67 21.22 4.37 0.71

of /5 yrs.

Source : FACT sheet of the selected jute mills annexure-111 VI

N.B. Percentage of each coniponent of cost has been calculated

taking sales as 107..

MBJIM
7. 7
Mat. Lab.
cost cost
37.81 37, 16
38.66 36. 69
34.42 28. 14
36,86 32,57
38.30 38. 75
37,21 34.66
NJIM LTD.
% Y.
Mat. Lab.
cost cost
35. 17 22.32
49_.51 21.50
63. 35 17.54
46.37 33,61
29.95 20.21
44 .87 23.03
to IX,

7

Over
head
cost

8, 13
26. 00
23,43
11,24
14,98

16.75

Over
head
cost

38.36
27.85
27.37
37.77
32, 99

32. 86

In relation to sales,

7 7,
Adm, Sell.
exp e;p-
7,04 2,03
“ 2.78
- 1.74
2.32 1.98
” 2.31
1.87 2.22
y. 7.
Adm. Sell,

exp exp,

1.74 -
3.04 1,26
2.45 1.30
3.57 1.83
3,21 0,77
2,80 1.43
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Tshle A.8 reveals that, average material cost was  higher in
private sector jute mills compared to public sector, but there
was no significant dif-ferences in labour cos-t between public and
private s-ector jute mil Is excepting giiall mills, Fiut average
overhead cost was found much higher in private sector jute mills
compared to public sector. Further insights into the average
lowest cost per ton of Hessian, Sacking and CBC between public
and private sector jute mills are shown in the table &.9 and
A_10. Comparative elementwise lowest cost structure of hessian,

sacking and CBC is E-hown in Table 6.11-

Table 6.9 Showing the comparative proudctwise average cost
per ton <in Taka) of hessian, sacking and CBC
between public <BJMC) and Private sector
jute mills during 19Q7-SS.

HESSIAM
Cost Export earning Gap(Tk.)
EJMC 25720 21329 4391 17, 1
BJIMA 29209 21780 7421 25_4
Average 27465 21558 5906 21.5
SACKING
BJHC 16802 13754 3048 18. 1
BJIMA 17097 13126 3971

Aver age 16950 13440 3510 20.7
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BIfVA

Average

Table 6.10

(Av.

BJIMC
BJIMA

Average

BJIMC
BJHA

Average

BJIMC
BJIMA

Average

32208
29320

30764
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C.B.C
24633 7555 23.5
24630 4690 16.0
24641 6122 19.9

Showing the comperative productwise average
of -five lowest cost per ton of hessi an,
sackirig, and CBC and wmfive highest export
earnings of the same between the public

and private sector jute mills during 1987-88.

Lowest
Cost

23066
24367

23717

14772
14861

14817

28199
27666

r/933

5 mills)

HEBSIAN

Hi ghest Gap(Tk.)
E>:port earning

(Av. 5 mills)

21805 1261 5.5
23388 979 4.0
22596 ,t121 4.7
SACKING
14623 149 1.0
14168 693 4.7
14395 422 2.8
C.B.C.
4946 17.5
24347 2819 10.2
24050 3883 13.9

All -figures calculated on simple average basis-

Source: Annual

Report of BJMC and BJMA, 1987-88.

129
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Table 6. 11 Showing the comparative lowest, elementwise
cost per ton oFf heBsi”~n, sacking and CBC
between public and private sector _jute
mi 11 £ during 1937-88-

Hesisai n Sac king CBC
Banc BJMA BJMC BJMA Banc BJIMA

Raw jute 7110 7911 15196 56B0 03915 10653
Other

Mat. 701 525 808 562 791 766
Wages 7157 6399 4546 3660 7512 5403
Salary 1442 1601 871 787 1690 1634
Repairs 1378 1404 643 579 1673 1475
Power 1446 1112 631 416 1677 1231
Interest 1063 1415 437 694 1565 1932
Others 1443 1519 698 736 2223 2346
Total! 21748 21886 13830 13114 25526 25440

Sources Annual F*eports of BJMC and BJMA , 1987-88.

Table h.9 shows the productwise per ton average cost of jute
industry both in public and private sector jute mills. The
average cost of production per ton of hessian was found to be
much higher in private sector jute mills compared to public
sectorm The average cost of production per ton of hessian in
private sector jute mills was mfound to be Tk. 29209 compared
Tk.25720 in Public Sector jute mills during 1987-88, The average
cost of production per ton of Hessian vjas found Tk. 3489 more in
private sector jute mills compared to public sector,but export

earning from per ton of hessian was found only Tk.459 more 1in
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private sector jute mills compared to public: sector. Table 6-10
shows that the lowest average cost per ton of hessi an and sacking

five private sector jute mills was higher compar&d to public
sector. It was reve?aleri -from Table 6-11; that private sector jutr®
mills showed lk. 793 more for raw jute cost per ton of hessian
compared to public sector jute mills. Siffdlarly per ton raw jute
cost —for sacking and CBC was Tk. 484, and Tk.I™"j58 respectively
higher iIn private sector jute mills comapred to public sector.
Similarly interest cost was much higher per ton of sacking and
CBC in private sector jute mills compared to public sector. But,
wages, salary, repairs and power costs per ton of hessian,
sacking and CBC were -found higher in public sector jute mills
compared to private sector.

From the above analysis, it may be in-furred that private
sector jute mills generally show higher prices of raw jute cost,
in order to extract undue concessins -fron the Government in terms
of compensation for loss and also to evade the payment of ta>:es.
The data also support that private sector jute mills enjoy mere
cheap bank loan compared to public sector. However, it was -found
that cost control system is irneffective in public sector jute
mills and wages, salary, repairs and power cost per ton ofF
hessian, sacking and CBC were -found higher in public sector jute
mills compared to private sector. However, it was found that cost
control system 1is ineffective in public sector jute mills and
wages ,salary, repairs and power cost per ton of hessian, sacking
and CBC were found higher in public sector jute mills compared

to private sector.
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6.4 Comparative ans"lysis working capital position and
«findings between the selected public and private sector
cotton (spinning) te>!ltile mills.

£,4.1 INTRODUCTION
This section of chapter 58t presents an interesting

picture between the selected public vs private <T,ector cotton

spinning mills disinvested to private sector -from public sector

(BTMC) after the new Industrial policy oFf 1982. Table 6.12 to

6.24 highlights the comparative findings of both public and

private sector cotton te>itile mills during the period from 1982-

B3 to 1986-87. Attempt has been made to find out whether there is

any difference in efficiency for managing the working capital

betvjeen public and private sector cotton textile mills. It has
been widely accepted that the profitability of a business
enterprise largely depends on the manner in which 1its working
capital 1s managed. Both ev.cessive and inadequate working capital
are harmful for any business. Sd, it is desirable that every
enterprise is expected to maintain an optimum level of current
assets for maximum return on investment. However, the following
analysis and findings will enable us to ansvjer our hypothesis is
in Chapter-1, that there is no difference between the |levels of
efficiency in working capital management of public and private

sector cotton te>itilE? enterprises-
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6.12 Comparativis inventory turnover ratio in the selected
public and private? sector cotton (spinning) mills during
1982-33 to 1987-87.

PUELI..1C SECTOR TEXTILE MILLS
Years
Monno(D1d) Quarieria Satrang Average of
three mills

1982-83 4. 38 4_ 1S 1-75 3.44
1983--a4 2.21 2.34 1.32 1.96
1984-85 1. 14 1.17 3.31 1.87
19as-8fo 2.32 3.13 1.95 2.47
1986-87 4.28 2.96 1-95 2-83
Average 3.74 2.77 1.92 2.51
of 5 yrs.
PRIVATE SECTOR TEXTILE MILLS

Years

Ashra-f C-hand Raz Average ofF

(spinning) three mills

1982-83 NA 1.36 3.08 2.22
1933-84 1-57 2.03 1.31 1.64
1984-85 2.28 1.73 1.57 1-86
1985-86 1.37 1.08 1.15 1.66
19B6-B7 1.41 1.33 3-73 2. 16
Average 1,66 1.51 2. 17 1.91
of 5 yrs.
Source Appendix I - XlIlI

Table t 12 depicts the comparative tunrover of working capital in
the selected public and private sector cotton te>:tile mills
during 1982=83 to i986“87. It appears -from the table that average
inventory turnover ratio was 2-51 times in public sector compared
to 1.91 in the private sector mills- The average 1inventory
tunover ratio of individual selected units during five years was

mfound 3.74, 2-77 and 1.92 in the Monno(old), Quaderia and Satrang
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textiles respectively in public sector, while the same was -found

1-57 and 1.91 in Ashraf, Chand and Raz teMtiles
respecitvely iIn the private sector. The average inventory
turnover ratio waf 4.42 in 1978-79 in the 4B Indian cotton
te>itile mills. However, the picture in both public and private
sector cotton textile mills during the study period was very low

compared to Indian industry standard.

5, A. T.To-Fa2iA&N Hossain <i984) Management of working capital
in cotton textile industry of Bangladesh, Unpublished
Ph.D. Thesis, University of Kallayani, Baruda, p
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Comparative percentage of inventory to total current
aasetE. in the— Kelected public and private E-ector cotton
te>1til(? mills during ,t9S2--S3 to 19B6-S7.

PUBLIC SECTOR TEXTILE HILLS

Years.

Monno(old) Quaderia Satranq Average of

three millf
1982-83 39,94 37.64 41,97 39.85
1983-84 59.90 47,25 54 .65 53,,93
1984--85 63.32 62. 55 50.81 58.79
1985-86 49.20 42.41 39.40 43.67
198d.“87 29-24 37. 11 56.60 40.98
Average 48 .32 45 .33 48 .64 47 .44
of 5 yrs.
PRIVATE SECTOR TEXTILE MILLS

Years

Ashra-f Chand Fla2 Average of

(spinning) three mills

1982-83 80.55 48.74 67. 58 65.62
1983-84 87-82 49, 76 77.99 71.85
1984-85 62. 13 51.69 78.72 64. 18
1985-06 70.91 59.21 84.80 71,64
1986-"87 59.21 55.62 58. 70 57.84
Average 71 .96 53. 00 73.55 66,22
of 5 yrm
Source Annexure VIl to XIl, which are prepared from publir®ied

Annual accounts- and reports of the e=.elected cotton

Aills.

Table 6.i3 reveals that average pe*rcentage of inventory to total

current

cotton mills

sector cotton mills for the period under study-

assets, was 47.44

that accumulation

compared

to that

the

in the selected units of public sector

compared to ~6.22 pjercent

public

in the sele-cted private

of inventory was more in

sector

indicates

private mills

mills. Such
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percentage in the 4B Indian rotton te>;tile mills fof the yBArs,
1977-80 and .1980-81 were 40.68 and 37, 74 respectively. Compared
to theBE- percentages, almoEst all the selected units both 1in
public and private sector cotton textiles mills held much higher

perccentc-~ges of inventor/ to total current a"i&ets.

6.14. Comparative percentage of total receovables to
working capital (current assets) in the selected
public and private sector cotton tv.tile mills
during 1982-83 to 19B6-B7.

PLIEILIC SECTOR TEXTILE MILLS

Years
McsnnD(oid) Quaderia Satrang Average of
three mi 1ls

1982-B3 48_34 48_41 23.86 40,20
1983-84 32-43 35,22 28. 12 31.92
1904-85 36. 57 29. 72 20.96 29.0B
19S5™B6 50.57 43.29 31.04 41.63
1986-87 70.76 48.29 36.22 50.03
Average 47.73 40. 98 28,04 38.57

of 5 yrs.

PRIVATE SECTOR TEXTILE MILLS
Years
Ashra-f Chand Raz Average of
ispi nni ng) three mills

1982-83 20. 52 44_ 23 30.83 31.86
1983"-84 16.06 37.93 3.21 19.06
1984-85 12.75 29.48 12.01 18.08
i985-86 19.44 22._28 13.65 18.45
1986-87 37. 35 27.41 40. 35 35.08
Average 21.22 28.26 20. 01 24 .50

of 5 yrs.

6. A.T.M. Ta-fazsal Hossain, Ibid, p93.



Dhaka University Institutional Repository

Table 6.14 Portrays to comparati vw- percentage of total
receivables to working capital in the sielected public and private
cotton mills during .1982-83 to 1986-87. Receivables represent an
important component in the structure of working capital of the
me leetedcotton textile millis. It ie evident -from the table that
average percentage of receivablgs to working capital varies. —from
29.08 to 50,03 percent in the “selected public -sector cotton TFfftillB
compared to only 18,08 to 35.00 percent in the selected private
sector cotton mills for the period under study. The industry
average of all thteyears are 38,57 and 24.50 percent 1in the
selected public andprivate sector cotton (ills respectively.
This iIndicates that receivables management is more efficient in
private cotton te>:tile mills compared to the selected public
sector cotton mills-
61.1S Comparative percentage of Accounts receivables

<trade dGbtors)to working capital(current assets)

in the selected public and private sector cotton
textile mills during 19S2"-S3 to 1986-87.

PUBLIC SECTOR TEXTILE MILLS

Years T T T T T T S S S T T e T T T T T T T

Monno <oid) Guaderi a Satrang Average of

three mills
1992-83 23.08 4._.05 4_.46 10.58
1983-04 14.28 3.13 8.31 7.57
19S4-85 25. 13 2,57 7, 32 11.67
1985-86 23. S7 3.95 14 .37 14- 13
1986-87 36.80 12-21 16,52 21 .84
Average 21 .63 5.18 10.52 13. 14

of 5 yrs.
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PRIVATE SECTOR TEXTILE MILLS

Years

Ashr Bf Chand Ra;: Average of

(spi nni ng > three mills

1982-83 5.51 28.31 0.20 11 .27
1983-B4 4.01 19- 18 0.30 7.23
1984-85 1.93 11.02 3.99 5.64
1985-86 3. 10 7,48 2.89 4.49
1986-87 3-U6 9.97 4.70 5.75
Average 3.52 15.09 2.41 6.99
of 5 yrs.

Table 6,15 depicts the comparative percentage af trade debtors or
accounts receivables- to total working capital in the selected
public and private sector cotton te>itile mills during 1982-83 to
19B6-S7.The industry average of all the years are 13.14 and 6.99
percent in the selected public and private sector cotton nmills
respectively. The —findiricjs reveal t'@ accounts receivables
(trade debtors) management iIts more e"f"-ficient in private sector
compared to the selected public sector cotton mills during the

study period.
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M_16 Comparative percentage oFf cash to working capital
(current assets) in the selected public and private
sector cotton textile mills during 1932-83 to 8j-87.

PUBLIC SECTOR TEXTILE MILLS

Years
Monno<old) Duaderia Satrang Average o™
three nmills
1982-83 11.11 14.71 4. 11 19,97
1983-94 7,,50 J7. M1 17.00 14,33
1984-85 0. 19 7.96 28. 21 12-12
19a5-8v\\ 0,,09 14.14 29.55 14.59
1986-07 0.C2 14 .52 6,60 7.04
Average 3.78 13. 7B 23.09 11.35
of 5 yrs.
PRIVATE SECTOR TEXTILE MILLS
Years
Ashra-f Chand Raz Average o-f
(spinning) three mills
19Q2™83 0.50 7.02 1.56 3,02
1983-84 0. 10 12,30 18,78 10.39
1984-85 0. 13 18.82 9.26 9. 40
1985-86 1.78 18.49 1-53 7,26
1986-87 0.01 16.92 0.93 5.95
Average 0.84 14,71 6.41 7.20
gf 5 yrs.

Table 6. 16 reveals the coffiparati ve percentage of cash to total
current assets on working capital in the selected public and
private sectorcotton tei”tile mills during 1982°-83 to J,8YJ-8/. It
appears -hDiTi the table tht average percentage ofcash to working
capital varies from 7,24 to 19™97 percent in the selected public
sector cotton mills compared to 3.02 to 10.39 percent in the
selected private sector cotton mills for the period under study.
The industry average of all the years are 11.35 and /.20 percent

in the selected public and private sector cotton mills

respecti vely.
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6.17 Comprative percentage Df net cashfiovjs to current,
liabilities in the Belec.tE?d public and private
sector cotton textile mills during 19a.2"a3 to Q6-&7.

PUBLIC SECTOR FEXTI.LE MILLS

Years [
Monno(old) Quader ia Satrang Average oFf
three mills
1982~8zn 20,78 (1,28) <19.57) <0,02)
1983-84 22.77 1.59 <61 -35) <12,33)
1984-85 8, 17 (3.18) <49.68) (14.22)
1985-86 1.96 <15.57) <53.06) (22,22)
1986-87 21 ,51 <15,57) (82.90} <25.65)
Average? 15.08 (7.12) <53.31) <14,88)
of 5 yrs.
PRIVATE SECTOR TEXTILE MILLS
Years
Ashra-f Chand Ras Average
<spinning) three mills
1982-83 1.14 20.44 (8,86) 4.24
1983-84 0-70 19,07 (3,03) 5,58
1984-85 13.34 18.61 <5.33) 8.87
1985-86 20.99 14.98 <16.25) 6.57
1986-87 54 .02 17.41 <30,82) 13.53
Average 18.03 18. 10 <12.85) 7.75
of 5 yrs.

Table 6, 17 reveals the coinprative D-f net cash -flowns to0 current
labilities in the sielected public and private sector cotton
textile mills respecitvely during 1932-83 to 19S56-87. The average
percentage of net cae-h -fICR\E to current liabilities of all the
years was <14.88) and 7,75 in the selected public and private

cottori  mills respectively during the study period- The average
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percentage of net cashficsw®, to current liabilities was 15.08,
<7.12) and (53.31) in Monna(old), Quaderia and Satrang te>:tiles
respecitvely compared to 18.03, 18-10 and <12.BS) in Ashraf,
Chand and Ra2 textile millE respectively in the private sector.
The? findings showed that majority of the selected public sector
cotton mills had been su"ffering firofri shortage of net cash —Fflow

compared to textile mills 1In the private sector.
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Table 6.18 Comparati VO Cost breakdown ratio <i,e. cost on psrcentsge of sales)
in the eelc”cted public and private sector cotton te>11le(spinning) mills
during 1982-33 to 1936-87.,

PUBLIC SECTOR COTTON MILLS '

Yrs, MONNO QUADERIA SATRANG
T 1. T IA \4 1. IA 1. 1. 1. A 7T 7. 7. 1.
Mat: Lata, Over Admn Sell Mat. Lab Over Adm. Sell, Mat. Lab. Over Adn., Sell.,
cost . cost head exp, exp. cost cost head exp exp. cost cost head exp exp.-
cost cost cost
1932783 63.82 13.37 10,03 3.19 - 74.14 11 .16 11. 16 3.96 - 64. 00 12.21 20.63 4.33 -
198384 62.67 16.77 10.73 3.36 - 67.58 11.07 24.26 5.02 - 75.73 14.39 11.64 17.57 -
193435 74,72 19.97 11,72 4.28 71.10 18.22 12.63 19.00 - 62. 14 16.03 11.09 13.34 “
1985-86 55.91 28.05 10.31 7.82 - 51.03 20.25 12.71 14.99 - 52.38 18.87 9.75 17.68 -
1936°87. 44.37 27.34 11.63 6,09 - 46.96 25.83 15. 14 16,78 - 50.73 24,41 13,67 14.64 *“ *
Average 60.23 21.10. 10.38 4.94 - 62,16 17.30 15, 18 11 .95 - 50.78 17. 13 3.35 14,61 ~
Df 5 yrs.

PRIVATE SECTOR COTTON MILLS

Yrs, ASHRAF CHAWD RAZ
T 1. 7. r 7. 1. 1. 1. 1. T, 7. I 7. 7. 1.
Mat. Lab. Over Admn Sel 1 Mat. Lab Over Adm. Sell, Mat. Lab. OVer Adm. Sell.
cost cost head exp. exp, cost cost head exp exp. cost cost head exp exp.
cost cost cost

1952*S3 62.50 14.22 14.05 2. 15 0.08 60.75 11.59 13.26 1.12 0.05 64.64 10.71 13.02 10.40 0. 10
1933-34 59.56 14.99 10.32 8.69 0.05 HAETO 1278 15.93 2.55 0.06 63.49 11.43 12.96 10.75 0.06

1984-35 47.87 12.11 9.20 4.43 63.99 14.69 14.23 3.59 0.02 62.99 15.11 12.49 11.75 0.08
1985-36 30.00 12.35 7.30 3.30 0.03 56.01 20.13 10.79 3.50 0.01 68.85 21.44 11.96 12.66 0. 14
1986-87 26.00 13.05 3.22 3. .22 — 54.88 20.74 16.90 3-49 0.01 62.48 20.42 11.12 13.06 0.20

Average 45. 13- 13.38 S.Ssl 2.71 0.01 53.59 1598 14.19 2.85 0.02 62.89 15.78 12.31 11.72 0.11
of 5 yrs.

Source FACT Sheet o-f the selected cotton textile mills appendix VI to XII
W.B. (i) Cost has been calculated in relation to sales taking sales as 100 percent.

(ii) Administrative % Selling Expenses have been mercged in the Annaui Report of BTMC.



14:

Dhaka University Institutional Repository

Table 6.1S depicts the compartive picture of cost breakdown
ratio in the selected public and private e-ector cotton spinning
mills during 1932-83 to i986-"87. Each element o-f cost has been
e>.pres.Bed in relation to net Ecties. -figurE-. the average percentage
of material, labour, production overhead and administrative
G>;pen&eji5 was -found to be 61, 18.33, and respectively
in the public sector cotton textile inillb compared to 55.b5,
l0.04, 11.77 and 5.76 percent c+ the same in the private sector
cotton textile mills respecties/ely. The total cost of sales i&
equal to or some tiffieB higher than sales revenue in the e-eiected

cotton textile mills excepting Monno<DId> textile in the public

sector and Ashra-f and Chand textiles in the private sector. The
mfindings show the cost of sales o-f all the selected cotton
textile mills Dboth in public and private sector is very high

which leaves very low and negative margin -for the cotton textile
mills. But the position is little bit better in private sector
compared to public sector.

2

N5 Comparative ef-ficieiicy test trhough X..Lretween..
public and private sector enterprises.

2
The Chi “Squire (X) test o-f signi-ficsnce.
Chi-squire test has been used to test thesigni-ficance
o-f di-f+erences between public and private sector jute and cotton
textile mills respectively with respect to inventory, receivables

and cash policy and their suggested norms by the respondents.
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The analyBis showB that, there ik no asBOciation betvieen
public and privi“te sector jute and cotton textile mills with

regard to working capital management policy.

Therefore, the main conclusion which emeracjeE. is that,
in terms of inventory, receivables and cash policy, public sector
jute and cotton mills do not vary significantly with private

sector mills. So, the hypothesis is accepted.

Detailed Chi-squire Analysis is shown below:
2
Here Chi-squire X analysis has been done to test
interdependence i.e. association between the attributes. As a
line oFf demarcation 5/ and 17. levels o+ significance are taken.
Generally, for X 2— test degree of freedom 1is calculated by
counting the number of cells except the last row and the last
column (~for our cases d.-F. 1He.thus 1).
2

The table value d+ X for 1 d.f. at /. level of

significance is 3.S4 and at W, level of significance is 6.64. It

X computed is more than X table value, it iIndicate that the

characteristics are dependent.
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Null hypothesis is that the two character!3tics are
independent. According to the bypotheBi 5 i-f the two
character! sties are independent the proportion of cell
ireQeunciefs to the class- -frequencies will remain cDns-tant -fcr all

the classes. On the basis of this criterion the e>;pected

2
mfrequencies are calculated -for each cell of the table- Now X

will give the extent of discrepancies between observed
frequencies and e>ipected trequenc ies» the observed
2 2

(calculated) value of X is less than the theoretical value ot X )
<tsble value) we accept the hypothesis. On the contrary, -F X

table value is- more than the observed value, the hypothesis 1is
re.jected i*e. the character! sties under consideration are

dependent.

2
The -following tables present the X calculation and the

analysis is given underneath ofFf each table.

6.19 Lack of In-ventory Management Policy

Table 6.24 showing observed and expected -frequency

Jute Agree Di sagree Total
mills

Observed E>:pected Observed Expected
publi c 10 10. 11 2 1.89 12
private 6 5,89 1 1.11 7

Total 16 16 L 3 19
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M6
2
0
Table showing calcul aticn of
Jute mi 115 Agree Disagree Total
Public 9.89 2.12 12.0:1
Private ii»ll 0.09 /.01
Total 0.u2 19-02
2
X = 19.02 ” 19 = 0.02 3.84 So '"agree" or ‘'disagree"

to the laci; off inventory management policy is not associated with

sectoral (whether public or private) poE-ition.

Table 6.20 Lack o+ Receivables Management Policy

Table 6.20 showing observed and expected -frequency

Jute Agree Disagree Total
Observed Expected ObE>erved Expected
Public 10 10.00 2 2,00 12
Private 5 5.00 1 1.00 &
Total 15 15 3 3 18
2
0

In this case, --—- table will be the same as the above

one. So X 2= 0, which megns no interrelation exists between the

character!sti cs.
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S.2i Lack of proper Uash Manageinent. policy-

Table? 6.26 ~ihowinc) obsierveci and e>:pected -frequency,

Jute Agr ee Di E-agree Total
mi 11s
Observed Ei "xpected Observed Ex pected

Publi c 8 9 4 4 12
Private 4 4 2 2 6
Total 12 12 6 6 18

2

0
Table showing ---- Edaffie? as above. Bo X =0

" E

No association between the characteri”tics.

h."2"2 Lack oF proper inventory management policy between
public and private sector cotton mills-

Table 6.22 showing observed and expected -frequency-

Cotton 3 months 6 months Total
* Observed E>;pected Observed Expected

Public 10 9.43 1 1-57 11
Private 2 2.57 1 0.43 3

Total 12 12 2 2 14
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2
0
BhDViing cal cui £tion oF -
E
Cotton mills 4 irtonths 6 monthE
Public 10.60 0-64
Private 1.56 2-§i>3
Total 12.16 2.97
2
X - 15,13 - 14 =1.13 3.84

So, cited above,

cotton mills.

are not associated with sectoral

148

Total

11.24

15.13

position of

6.23 Lack of proper receivables management policy between
the selected public and private sector cotton mills.

Table 6.23 showing observed and expected -frequency.

Cotton 1 month 6 months Total
Observed Expected Observed Expected

Public 6 6.15 4 3.85 10

Private 2 1.85 1 1-15 G

Total a a 5 5 13
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2
0
H-howing calculation of -
E
Cotton mills 1 morith 6 months Tot ai
pi,blie 5.85 4.16 10. 01
Pr ivate 2. 16 0.87 3.03
Total S. 01 5.03 13.04
2
X - 13.04 - 13 = 0.04 3.B4

So, cited for receivables are not associated with sectoral

position of cotton mills.

h.24 Lack of proper cash inanagement policy between
the se?lected public and private jute iTiilis.

Table 6.24 showing observed and e>;pected -frequency,

Cotton Upto 10 days Upto 20 days Total
Observed Expected Observed Expected

Public 5 5.33 3 2.67 S

Private 3 2.67 1 1-33 4

Total S B 4 4 12
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2
a
showing calculation of -
" E
Cotton mi l1lls Upto 10 days Upto 20 days Total
Publi c 4.70 8,074
Private 3.37 0.75 4. 127
Total 8.07 4. 12 12. 19
2
> = 12.19 12 =10.19 3.84

So mentioned -for cash in hand i1s not associated with sectoral

pDEs-ition oF te>:tile mills.

6i.h.  Sujnmary.

The main points have emerged -from this chapter are

summarised below.

First, when percentage of investment in working capital is
considered as a whole, there seems to be little or no difference
between public and private E.ector jute mills. But there 1is a bit
difference between public and private sector cotton mills during
the period under review. The analysis reveals that there has been
a higher percentage of investffient in working caipital in both the

selected public and private sector jute and cotton textile mills.

Secondly, there were only minor_~"fi ations between public
and private sector jute mills with regard to average percentage

of i1nventory to working capital- But there was some variatin of
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average percentage of inventory to working capital between public
and private sector cotton miH e., The average percentage inventory
to working capital was much higher in public sector cotton mills

compared to pjrivate sector.

Thirdly, when average percentage of receivables, to working
capital 1is considered, there seems to be FKjtlle -diiterence @OMNY
2 percent) ~between public and priv_ate sector jute mills during
the study period. But the average percentage oFf receivables to
working capital was much higher in some public sector cotton
mills compared to private sector. Receivables management was
mfound to be ffiore e-fficient in two private sector cotton te>;tile

mills compared to public sector.

Fourthly, in terms Of cash management, public sector jute
mills were not di-F+erent -from private sector. It was found that
percentage oi cash to working capital was very much low 1in both

public and private sector jute mills under the study.

But there was a little bit difference between the average
percentage of cash to vjorking capital between public and private
sector cotton mills- The ave™Yyage percentage of cash to working
capital was 11.35 and 7.20 in the selected public and private
cotton te>:tile mills respectively during the study pe*riod. The
average percentage of cash to working capital was only 0.34 in
private sector Ashraf Te>:tile Nil Is compared to 23,09 percent in

Satrang Te>:tile mills under public sector.
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The Chi-Squire, test alr.o con-firm that there 1is no
eigni-ficant variation betweeri pubic and private s-ector jute and
cot-teh te>stiie mills viith regard to the management of inventory,
recei vabi eE and cash cDmponentEil of working capital. But the cost
analysis revealed that private sector jute mills show higher
prices of raw jute cost compared to public sector in order
extract undue concessions -from the Governirient iIn terms of
compensatic<n -for loss, to gct cheap bank loan and to evade
payment of ta>;es. But wages, salary, repairs and power cost were
mfound higher in public sector jute mills compared to private

sector.
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CHAPTER -SEVEN
THE SUGGESTED MODEL

7.1 "INTRODIiCTION:

The preK.e*nt deplorable E-tat.e of affairE in the selected
public enter pri<r,eK of _jute ar.d ccittbhn mills under the
administrative control Be™ngl adesh jute and te>itile mills
corporationsi respectively are not expected to be continued -for
long- Our analysiE. and findings in chapter -five and si>i con-firm
that working capital management is one of the major problem area_ *
not only in public sector jute and cotton te>;tile industries, but

most of the private sector jute and cotton te>;tile mills have

been Eu-f-tering from the problem of working capital management.

7.2 THE DESCRIPTIVE MODEL:

A waycut is, therefore, an immeidate necessity. In

order to streamline the existing working capital m*inagement 1in

practice a descriptive operational model is suggested.

7.2.1 QI*-IMTROL. AND MANAGEMENT OF [INVENTORY,

To bring down the overstocking of iInventories to nomral

level, the individual units are expected to establishd an

"Integrated inventory mknagement Department®™ so as to introduce
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to direct control measurt? under the direct supervisiion of a
officer. The e>:ieting staff of the department is to
be given proper training. The most iImportant changes required
relates to the adoption of various techniques of inventory
management. Standardi sation and variety reduction should be made.
To implement this policy a "sepcrate ceil®™ may nbe established.
For the better planning and control of inventory, the management
should set up rfiIniuIT!, maximum, re-order levels, safety stock and
danger levels for each items of inventory. For proper management
£ ndcontrol of stores items of inventory individual units are

e>Ipected to group the inventory items into ABC analysis.

For better management of inventories from the clutches

of envi ornemtrifil”constrai nts the following guidelines are
suggested: -
O) To minimise the e>:cess accumulation of wor k-in-process,

efforts should be made to prevent frequent power
failure and mechanical troubles leading to looms end

machine hour lost,

amn For the quick shipment of finished jute goods, better
shipping facilities should be managed. This requires
the attention of the Ministry of Jute, Port authority

and the Bangladesh Jute mills corporation.
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<iil) A ii.st DF obsolete stores and spares must be msde -for
each Df the jute and cotton te>:tile mills and these

need to be seperated firofTt serviceable stroes and spares.

(v) For quick import of raw cotton -for te>Itiie mills and
imported stores and spares, iIimport licence and sanction

of foreign exchange should be obtained in time.

(uE-fmforts must be made to increase the manu-facture of

stores and spares locally -for cotton textile

industries through sub-contracting.

7-2-2 MAMAGEFIEWT OF RECEIVAQLES-

For better receivables mangement, the selected units
are e>;pected to delegate the authority and responsi bi lity to some
specific department for determining the appropriate terms d+

credit and to -frame a suitable collection policy-

However , the -following guidelines may 1improve the

recel vabi es management:-

) Steps should be taken to reduce the vol ufie of credit
sales and credit period which ranges bett"ieen 30 to 180

fjays,

an Immediate steps should be taken to reduce the volume oFf

advances, deposits and prepayments.



Dhaka University Institutional Repository
Steps Bhould be taken -for preparing sging sicheduies
eccoiAnts recei vables for control lincf the volume cf

the same.

<iv) For collecting accounts recieivables soffse skilled

Personnel will have to be entrusted with the task-

V) Bpeci-fic credit and collection policy must be followed

in all the jute and cotton mills and evaluation of the

e+-Ficiency in sales and collection must be judged from

time to time.

Vi) Local consumption of jute goods should be increased to
minimise the e>Icessive dependence on export sales and

mfrom competition of synthetic products-

(vin) Steps should be taken to produce quality jute
products.
Vi) . Innovative market research should be undertaken to

boost up the demand for jJute goods both at home and

abroad.
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7,2.3 CDN~rROLAND MAHGQMEMT OF CASH.

To improve the liquidity po&ition ¢ the individual
jute and cotton textile miUr., the following guidelines are

recommended:

c.i) Volume of cash maintained in the _jute and cotton
tB>".til& mills should be assessed on the basis of 1its

oper ationsil requi rements.

amn Cash CDntrol devices should be introduced to ensure
cash inflowE]J. and cash outflovjs. Internal control of
cash through annual cash budget, quarterly budget usage
statement and monthly cash flows statement, cash budget

and budget variance analysis should be maintained.

<iil) The large volume of inventories and receivables would
have ~to be reached to that Ilevel as per suggested

model /norms prescribed by us. <Table 7,1)

<iv> The frequent analysis of current and liquid ratios
will help in controlling the volume of cash. Efforts
must be made to prevent cash losses through better

planning and corvtjjl of cati.
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Financing of working capital should be bas.ed on

EpG-ci-Fic reE.6?arch based norme as- suggested by our
model/norms in table 7.1. For determining ths -fina-

ncing methods, it is recroffsrc-jnded to use the guide-

line.

Steps should be taken to reduce the cost of operation

and improve profit margin. Cost ofproduction should

be rediAced through theeffective cost control measures,

such as standard costin<g and budgetary control systems.

Steps Bhoud be taken to improve the productive e-F-Ffici-

ency of jute aiTd cotton te>;tile mills through better

supervision, quality control and improved labour

mangement relations-

Efforts should be made to have better capacity utili-

sation through controlling the power Tfailures, mechani-
cal troubles,

shortage of “"weavers and spares, strike

and others. "

Selling price should be competitive in the market, but

at the same time should cover the cost of production

and sales.
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7,2,9 To improve the working finance condi ti cgs., the permanent
portion oF working -finance i.e. the core current ia&sets
ehoLild be arranged in the -forms ofF equity and long-

. term loan.

7.2. 10 To irfiprove the present condition, both the GoverniTsent ,
Corporations, and the (nanagement of the selected ."jute
and cotton teMtlle mills mus-t have to take a number of

ineausres as suggested to run these mills on strictly

cofflmerciai principles.

7.2.1l Export incentive like export bonus schemes may be

introduced for jute industry.

Our overall conclusion is that the introduction of a
long-term working capital managemtent planning model is pected
to be more effective in the sphares of working capital mangement

of the jute and cotton te>:tile industries in Bangladesh,

7,3 Suggested Model for Inventory Receivables and Cash.

Table 7.1 presents our suggested {ftoeM for 1inventory,
receivables and cash components of working capital mangement for
public enterprises in .—jute and cotton textiles. This 1is a
research based model/norms designed takeing into account the

fol lowi ng:
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<i) pf-ocess period of the jute and cotton te>;tile mills,
amn) Discue-sion with the experts in the industries concerned.
i General discusBions with the industry interest,

<iv) Opinion survey report of the respondents.

) Need -for ensuring smooth production, depending upon

the availability of the materials, seasoality, etc..

and

<vi) Reactions and ieed back on a National Seminar on
wortiing capital management organised by the author

hi msel F.

(vii) Studying the Tandon Cofnmittee Report of the Reserve

Barsk of India.

Our norms in table 7.1 represents the maximum period

mfor holding invefitory, receivables and cash -for each industry.

The norms suggested by us will have to be applied
mflexibly and not rigidly, responsive to any major change 1in
enviornmental and within the industry. We are unable to accept
mthat uncertainties can be regarded as a reason -for not [laying

down norms, an argument that some happily, not many placed be-fore
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us. In -fact, the greater the uncertainties, the mere is the nise!
mfor planning srsodel . The main objective to de&ign an innovative
model is to introdv.sce a discipline? in the maintenance of
reasonable invnetory, receivables and ca&h Dbalance lec™l s
con=,iBtent with encouragement of production on the basis of
help-ful relationship between the provider of working capital gap,

i.e. banker and the customer.

The approach -for prescribing norms, -for di-f-ferent groups o-f
inventory and receivables -for both local and e>iport sales and
cash balance bristles with a variety of problem. But we hope,
that there should be an understanding oFf the total problem and a
mfirfi  and help-ful approach can be built into the suggested model

and its implementation.

Our suggested model although prescirbe maximum period -for
holding 1inventory, receivables and cash in each iIndustry, but
this 1is not an entitlement to hold them upto this levies. If an
individual mill can manage with less than the maximum, it should

continue to do so. The suggested model 1is as followss
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Table 7.1, Suggested Model for Inventory Recievables and Cash,
INDUSTRY INVENTORIES Recei vables Cash
max imum for maxi.
period period.
Raw mat. Wor k*“in-" Fi ni shed Stores & Spares Local E:-:zport
hoidi ng process goods for sales sales
for maxi. for mani. me>! i .peri od Local Impor-
period period ted
Jute 9 months 1/3 rd month 2 months 2 6 1 2 1/3rd
or 10 days months months month month month or
10 days
Cotton 4 months 1/2 month or 1 month 3 6 1 No 1/3rd month
Textiles 15 dats months months month export or 10 days

IM.B. Although majority of the respondents suggested to hold raw jute for a
maximum period of three months, but when we talked to toth management of BJMC we
were infomred that as per the directives of the Government jute mills are bound
to purchase raw jute from the growers and to hold it for a maximum period of 9
months , and they also viewed that purchasing raw jute at a time during
harvesting season is also very much economical. As. such. we have also
recommended to hold raw jute inventory for a maximum period of 9 months in line

with the Government pjolicy.

sal as



Dhaka University Institutional Repository 163
7.4 ESTIMATE OF WORKING CAPITAL REQUIREMENT ACCORTIMG TO
SUGGESTED MODEL AND COMPARISON WITH ACTUAL FIGURES
through BACKWARD PROJECTION.

7.4.1 TabIlG-E- 7,2 to 7.6 the calculation oT eEti mated
inventories, receivables and cash requirements of the selected
public sector jute millb, while Tables 7.7 to 7.11 depict the
estifsiated inventories, receivables and cash requirements of the
selected public sector cotton textile mills according to our
model . After estimating the required inventories, receivables and
cash of the selected mills, a comparison has been made with
actual -fiqures to show excess/or shortage of inventories,
receivables, and <cash position of tFie selected rfiills. The
analysis revealed that there was Tk. 1 lakhs, 1k,. 225 lakhs
and Tk. 829 lakhs e>!lcess inventories held by big, medium and
small jute mills respectively compared to our model during the
period of study <See Tables 7.2.1, 7.3.1 and 7.4.1). It appears
from the table 7.5 that there was excess receivables of Tk. 1S66
lakhs in the selected jute mills during the study period,
compoared to required receivables as per our model. Out of e>:cess
receivables held by the ndlls Tk. 8B6 lakhs and Tk- 980 lakhs
were blocked in trade debtors and advances respectively. The
excess 'trade dc-jbtors was found Tk. 101, Tk. 260 and Ik. 525 lakhs
in big, medium and small jute mills respecitvely. The excess
investment in advances was Tk. 165, Tk. 140 and fTk. 675 lakhs in
big, medium and small jute mills respectively during 1932-83 to
1986-87. It reveals from the study that highest investment in

inventories was found in small mills and the same was lowest in

big jute mills.
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It appears from table 7,6 that, there was huge shortage of
cash amounting to Taka 1924 lakhs in the selected public sector
jute mills compared to required cash balance as per our model-
The highest cash shortaQe of Tk. 1137 lakhs was found in big
mills and the lowest Tk, 310 laiihs was found in small _jute mills™
The medium jute mills had a cash <»hortage of Tk, 477 lakh during

the study period.

Table 7,7.1 ishons. that there was excess inventories
amounting to Tk. 373,5 lakhs and Tk. 206. lakhs in public sector
Honno<old) and Quaderia Te>:tile mills respectively. However,
Satrang textile mills had a shortage of Tk. 54 lakhs inventories
compared to our model. But, on the whole, selected cotton textile
mills held excess inventories of Tk. 526 lakhs compared to the
model. Table 7.10 reveals that there was excess receivables of
Tk,242 lakhs in the selected cotton mills during the study
period. The highest excess investment in receivables of Tk. 140
lakhs was found in Monnoiold) textile mills-, while the lowest of
Tk,26 lakhs was in Satrang textile mills. The excess trade
debtors of Tk.SO lakhs was found in Monno(old) textile mills, but
there w#as shortage of trade debtors of Tk. 28 lai;h and k. 17
lakhs in Quaderia and Satrang textile mills respectively. The
excess iInvestments in advances was found 1k.60 lakhs, Tk. 121
lakhs and Tk.26 lakhs in Monno<old), Quaderia and Satrang textile

mills respecitvely during the period of study.
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It appBsi®s from the table 7,1i that huge cash ehortagt?
amounting to Tk, 191.94 lakhs was Fourid In MonnD(oli:l) textile
mills but e>:cess cash of Tk. SO lakhs and Tk. 196 lakhs were
mfound iIn Quaderia and Satranq t£E?>5tile mi1lls compared to our

model . On the wholes, e>:cesB cash held by the selected mills was

Tk., 84. 06 lakhs dui-ing the pericid o f stifdy .

Out Of above analysis, it may be concluded that there was
huge over investment of -funds in inventories, receivables hut.
there was huge shortage of cash components of working capital in
the selected public sector jute mills during the study period

compared to our model»

In cotton textile mills there was over investment of -fund in
inventories in Monno<old) and Quaderia, but Satrang tejstile had
shortage of inventories. A huge -fund was -found blocked in
receivables of [liDnno<old> and Quaderia textile nmills, but
investment in receivables was -found shortage of Tk.26 lakhs only
in Satrang te>;tile mills. Huge <cash shortage was found 1in
Monna(old), but there vjas huge excess cash of Tk.00 lakhs and. Tk.
196 lakhs in Quaderia and Satrang Textile mills respectively.
CaE-h planning was -found very inef-fFective 1i1s the selected mills.
7,4.2 Demonstrated savings out of blocked excess investment

om inventories, receivables and cash.
The selected jute mills could save Tk. 574.42 lakhs as
interest only out of e>tcess investment 1in inventories and

receivables as calculated under:
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Tk.. 1n lakh
(i> Inventorikb Tk,22 at 147, - 3120
(1> ReceivahieB Tk.IB66 at 14/- = 261.24
Totals Tk m572.30),

Xhe BBlect.ed cotton textile mills could save Ilk. 119.29
lakhE. & interes-t only out of eMcesE iInGs-tiTjente in invcntor iee.,

receivables asd cash as calculated ursder:

<i) Inventories. Tk. 526 lakh5<net)at 147 = Tk.73.64
an) Receivables Tk.242 lakhs<net)at 14v. - Tk-33.SS
<iii) Cash Tk. 84-06 <net) at 147 " Tk. 11.77
Total: Tk.119.29
7.4.3 IMPACT OF MODEL ON NET PROFIT/(LOSS)

OF JUTE MILLS. .
Tk. in lakh

O) fiet pro-fFit/<loss) of Latif Bawany
Oute Mi 11E during 1982-83 to 1i986--87 = 1-215,92)

<ii) Net profit/<loss) of Karim Jute
mills durinc; 1992--83 to 19S6—--Q7 ,= (849.54)

(iii) Net profit/mloss) of Nabarun jute

millB durinc} 1982-83 to 1986-87 ™ (90.46)
Total accunulated Wet .IoES as per actual - (Tk.115b. 92)
Less: Savings out of iInterest incorciec m 57-"J..20

out of excess iInventories receivables

Accmulated Net loss as per model < 582. th)
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7-4.4 Impact of Model on cash flow of the selected
jute mills during 19S2--83 to 1986-87
Tk, in lakh
(> Total cash flows, of L. ,at-f Bawany (4.96)
Jute mi11b (big mailE) during
19S2-83 to 1986-87
(ii) Total ces-h mflows of Karirf? jute mi 11 (747.42)

<iii) Total cash -flows o-f Nabarun Jutemills (443.37)
Actual Total accumulated cs”~h -floyj-s (1195 .75)

Add: Saving"s, out of interest income orj 57-S.50
fSMcess. inventories, receivables

Accumulated net negative balance o+ ca«ih ( 6224~ )
-flows as per suggested Model

7.4.5 IMPACT OF MODEL Chi NET PROFIT/(LOSS)
OF COTTON TEXTILE MILLS.
Tk. in lakh

O) Net pro-fit/(loss) ofFf MonnD(old)

Te>:. Mills during 19S2-83 to 19S6-87 = 17*7.12
(ii) Net pro-fit/(Q0SS) of Quaderia Te;.

iills during 1982-83 to 19B6-*S7 = (29.tl)
(iii) Net profit/(loss) of Batrang Tesl-

mills during 1982-83 to 1986-87 -  (31.56)
Total accunulated Wet prof it/ (oss) & Tk-116,,05
of three mills as per actual
Lessi Savings out of interest income on 119.29
excess inventories, receivables and cash
Accmulated Net profit vjould have been 235,34

Tk-235.34 lakhs as per our model instead
of Tk. 116.05 lakhs.
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7,4.6 Impact of Model on cash -flow CFF the selected
Cotton Te>! . Mills during 1982--83 to 1986-87

lk. 1n lakh

m ) Total cash flows of Monno~cld)

Te>:_ mil Is during

1952°-B3 to 1986-37
Ui) Total cash Tflows of Quaderia Te! . mills (01" .6u)
<iii) Total cash -flows of Satrang Tex. mills <11"JS.25)
Actual Total accumulated cash -flows (1573.68)

Add; Savings cut of interest income on 119,29
excess inventories, receivables

Accumulated net negative balance of cash (1454,39)

mflows as per suggested Model

7.4.7 Impact o-f model on Net pro-fit and cash flowss

BY testing our model with actual -figures, it has been

-found that there vms over investment of Ik. 2227 lakhs and T -
lakhs in inventories and receivables respecitvely in the
selected public sector jute mills during the study period. The

selected jute mills could save Tk. 574_.42 lakhs asinterest

income I-f the a-foresaid fund was not blocked in the two major

components of working capital. The savings would have been more,
i-Ff we could calcualte insurance cost, holding cost, shortage/or
pilferage of inventories. Moreover, Table 7.12.1 reveals that

only the big jute mills availed excess bank borrowings of Tk.
1171* 1lakhs in .1937- If the excess bank borrowings was not taken
the said mills, could save interest expense of Tk, 105.39 lakhs<

at 97. subsidised rate), which would contribute to profitability.



Dhaka University Institutional Repository

i&9
By analysing the impact of our model on the selected
jute mills, & Iss revealed that the jute mills could reduce
accumulated balance DFf loss by fi~ty percent by reducing the lass
to Jk. 581.50 lakhs from Tk.1155.92 lakhs- Similarly net negative
cash-flovis would have been reduced to Tk- &21.33 lakhs from

Tk.119S-75 lakhs.

By testinc) our model 1in cotton te><tile fflills, it is
r-evealed that the said mills could save Tk. 119-24 lakhs as
interest income out of the B>Ilcess blocked fund ofinventories,

receivables and cash components of working capital.

By testing our model of net profit/loss, it is revealed
that accumulated net profit as per modelwould have been Tk.
235.3 lakhs instead of actual figure of Tk. 116.05 lakhs in the
selected cotton mills during the study period. Similarly total
negative cash flows would have been reduced to Tk. 1434.39 lakhs

instead of actual Ffigure of Tk. 1573.68 lakhs.
7.4.8 ITIPACT OF MODEL ON THE ECONQHV AS A

The eKcess bank borrowings of the jute mills at 9
percent subsidised interest rate has an impact on the economy as
a whoT~ The high inflationary rate @2¥.) in the eocnomy o4
Bangladesh as a result of huge increase in price levels may be
parti aly responsible for e>;cess bank borrowings by the public and
private enterprises of jute and cotton textile industries, as the
two industries constitute more than seventy percent of the

industiral sectors of the country.
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extent of the entire “core®™ current assets, and a mininium o-f 20
percent of the balance of current assets, thus strenthening the
current ratio further- This is evident from our calculation
shown in table 7.12,1 and 7.13,1 frofm illustration of Lati-f Bawany
Jute mills, and Monno>;oid) ccjtton te>;tile mills respectively.

Table 7.depicts the statement o-F current assets and current
liabilities of honno<oid) cotton, textile ffiills. Methods of
determining me>; ivBfi perfriissble bank borrowings on the basis of
table 7.13 has been presented intable 7,13.1. The calculation
shows that Monnc(old) te>;tiledid not utilise the ma>; imum
permissible limit of bank borrowings- Inspite of low bank
borrowings, the™>~ position of current ratio did not improve,
because the current liabilities is about 93 percent of current
assets which has e>;ceeded our suggested norm of 80 percent. It is
suggested that individual cotton textile mills should project its

current assets and current liabilities as per our guideline-

A beginning may be made with 1st method, placing all
borrowers in this method within a period of about one year and
the ideal of 3rd method may be reached iIn stages. The liberal
approach under 1st rftethod has bsi"en suggested as a Tfirst step,
particularly to facilitate financial structuring of new
companies, setting up proj€?ct in backwar®d areas and mainly for
flexibility in restructuring of existing companies with a week
financial base, especially for already sick public sector jute

and cotton textile enterprises. However the aim should be to move
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mforward and borrowers irt the third or second category should not
revert to first or second category resipec:itvely by iIncreasing
their dependence on bank borrowings, A request -for additional
credit on a regular basis -from a borrower who already has an
exesss borrowing under any of the three methods may be considered
provided the borrower brings in matching contribution required

under relevant method of lending.
LATIF® BAWANY JUTE MILLS
Table 7.12 Statement of Current Assets & Current Liabilities

as on 30th June, 1987.

Taka in lakh

Current liabilities Taka Current assets Taka
Creditors for goods 72.00 Inventor les 2045»00
Other current liab. 1244.00 Receivables 810.00
Bank borrowings 1994.00 Other current 73.00
<cash credit) assets

Total " 3310.00 2928.00



Table 7.12.1

1st Method TK,
Total 2728
assets

less current
liabilities
other than cash
credi t “

current

- 1244

Working capital
gap

1£84

XY, of the above

from equity/

loan (i.e. 1long-

term -sources) 337

Maximum bank
permissible n
borrowings

Excess bank 647
borrow!ngs

Current ratio 1.09:1

2nd Method Tk.
Total current 292S
assets
20v. of the - 586

above, from long-
term s.tDurces

>2342
less current , 1244
lib. other than
bank borrowings

1098
Working capital 1684
gap-
Maximum bank 1093
borrowi ngs
permissible
Excess bank 586
borrow!ngs

T

Current ratio 1,21:1

Dhaka University Institutional Repository

Methods of Determining Bank borrowinQ,,

134
Taka in lakh
3rd Method Tk.
Total current 2928
assets
less core Y

current assets <257)
illustrative

figure from long-
term sources = @ -—-—-——-
Real current 2196
assets)
2@3v7. of above 439
from long-term
sources

1757
Less current
lib. other than 1244
bank borrowings

513
Working capital 1684
gap
Ma:;imum bank 513

borrowing permissible

Excess borrowings 1171

Current ratio ,t,,6011
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Monno <oid) Cotton te;tile Mills
Table 7.13 Statemisnt of Current Asset!?, Current Liabilities

as on 30th June, 1987.
Current liabiiitie& 1ska Current asEkE=.ets Taka

in lakh in lakh

Creditors for goods 169 Inventori es 132
Other currE?nt liab. 175 Recei vabl £« 167
f£tank borrowings 76 Other current 152

<cash credit) assets

Total 420 451
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Table 7. 13.1

Ist. Method

Total current
assets

less current |
liabilities
other than ca
credi t

Working capit
gap

207. of the ab
-from equity/

loan (i.e. 1o
term sources)‘

Ma>: imum ,
permissible j
borrowing n

Shortage of j
bank borrowini

Current rati)



rable 7. 13. 1

iBt Method Tk.
Total current 451
assets
less current 175

liabilities
other than cash
credit -

Working capital 276
gap

207. of the above
-From equity/
loan (i.e. long-
term sources)

Maxi mum 221
permissible
borrowing -

Shortage of
bank borrowings 145

Current ratio 0.79:1

2nd Method

Total
assets

current

207. ai the
above from long-
term sources

less current
lib. other than
bank borrowings

Working capital
gap.-
Maximum bank

borrowi ngs
permissible

Shortage of
Bank borrowings

Tk,

451

90

361
175

1B6

276

110

Current ratio 0.85:1

Dhaka Up@€ssity Institutional Repository

Methods of Determining Bank borrowing.

Taka i1n lakh
3rd Method Tk.
Total current 451
assets

less core current 113
assets i 257.)
illustraitive
figure from
term sources
Real current 338
assets

20% of above 68
rDm long-term
sources
270
Less current
lib. other than 175
bank borrowings

95

Working capital 276
gap

Maximum bank 95

borrowing permissible

Current ratio 1:02:1
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7.6 SUIIHARY

This chapter provides an operatic-nal working capital

management (rtoclel -for public sector .jute and cotton te>;tile
indue.tries. c-f Eangl cideE-h- In this, model, research based norms
have been designed -for effective management of inventories,
receivables and cash components of working captial. It has also

suggested a new approach leading to a modelfor determining ideal
bank borrowings -from commercial banks, which will improve the
working capital position by gradually reducing the dependence on
bank borrowings and strengthening the current ratio under three
innnovative methods. Our suggested model have been put to test by
estimating inventories, receivables and cash position as, per
model and comparing it with actual figures of the selected mills
through backward proejction. The analysis revealed that there was
over investment of Tk-227-9 and Tk. 18ii6 lakhs in inventories and
receivables respectively in the selected jute mills during the
study period compared to our model- The selected jute mills could
save Tk.S74.92 lakhs only as interst income out of excess,
investment in inventories and receivables. But the selected jute
mills had a huge cash shortage of Tk.II37 lakhs during the period
of study. The selected jute mills could save Tk.573-30 lakhs only
as interest income if the inventories and receivables were not
overstocked. This savings would decrease the accumulated loss by
fifty percent by planning working capital as per suggested model.
Similarly negative cashflows would have been reduced by forty

eight percent by using our model.
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In cotton textile millb there was over investment of
k. 526, Tk, 242 and Tk, 84.06 lakhE in lnventori e?s, receivables
and cash components resjpectively during the period fo study. The
mi 11 H could E.ave TKk. 119.29 lakhs out of interest income only o-f
the blocked -fund. As a resv,ilt.net profit would have been Tk-
235,54 lakhe. instead o-f Tk. 116.05 lakhe., and the negativecae.h
«flows would have been reduced to ”k.,1454.39) lakhs compared to
actual of (Tk.1573.68) Ilakhs. The high inflationary rate <12Z) in
the economy iiS partially responsible due to e>!ces5 bank
borrowings by the public enterprises. Finally it can be concluded
that savings could have been much more than shown i-f the actual
data was compared by taking minimum period (norms.) o-f
inventories, receivables and cash instead o-f maximum period as

taken.
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CHAPTER- EK3HT

SUMMARY OF CONCLUSIONS AND F~OLICY IMPLICATIONS

S. 1 Summary of conclusions and -findings.

1. Qur -first hyprjthesi s was, that investfnervt: in inventories is
disproportionately high which creates working capital prcjblem in
public enterprises. OQOur -findinQS lent support to this hypothesis.
It was revealed that the averacge percentage of inventories to
current assets was -found to be 66 and 48 (see p 122" & 136) in the
selecte”d public sector jute and <cotton mills respectively
compared to 65 and 66 percent in private sector jute and cotton
mills respectively . Because of the high percentage of investment
in inventories, a considerable fund has been blocked, which
aggravated working capital problem. Our analysis in chapter seven
revealed that excess inventories of Tk.1175 lakhs, Tk.225 lakhs
and Tk.829 lakhs held by big, medium and small jute mills
respectively compared to our planned inventories as per model
(see Table 7.3.1 to 7.4,1), Table 7,7.1 shows that there was
excess inventories of Tk. 373.5 lakhs and Tk. 206.5 lakhs in
iionno(old) and Quaderia Cotton mills respectively, but Satrang
Cotton mills had a shortage of inventories amounting to TKk. 54

lakhs compared to our model during the study period.

[ Dur first sub-hypothesis regarding procurement of raw
jute inventory was:" Unplanned procurement of raw materials eats
up a big chunk of working capital of jute mills". Our data and

observation supported this sub-hypothesis. Tandon Committee of
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India suggested that 2,5 month's requirement of raw jute should
be kept in Btock (see annexure XIJI ), Our sample* reported that
three months raw material should bt? stared. In the matter of
procurement of rfsw jute Banglandelsli Bank has iBBued guideline that
raw jute should be procured direct from tht? growers and should be
jtored -for riine months (sr>ee anne>:ure XIV). Bjangladesh Bank issued
circular by considering the policy of the Government to save the
jute growers who reortedly burnt down jute by not getting buyc”rs
in the market.But this is a heavy financial burden on jute

(Tiills, although Bangladesh Bank grarrted credit at subsidized
inte?rest rate of 9 percent only. So, a large part of over buying
is compensated. But since the jute mills incurred heavy losses”
the excess bank credit although given at lower interest rate,
added fuel to the flame and had eaten up a big chunk of working

capital of jute mills.

i, Our second sub-hypothesis regarding raw jute was:

“"there is inefficiencTy and corruption in procurement, storage and

usage stages of raw jute in public sector jute mills", The data
lent some support to this hypothesis, without indicating any
definite <conclusions. Our survey and observation revealed that

thert,* were some inefficiency and corruption in the procurement of
raw jute. One sample reported that the chief e:-;ecutive of a
public sector jute mills fixed quota on his subordinate Jute
purchase officer to pay taka one lakh per mionth as gratification

out of the share of raw jute purchase. It was also reported by a
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Report 198A-37 P3W). However, raw cotton procurement is a work
which should be done centrally and with constant cooperation with

different relevant Mini «3tries.

I iv. Our mfourth sub-hypothesi 5 was; "low inventory turnover
ratio of finished goods is responsible for working <capital
management crisis to a large extent". The data supported this
sub"hypotheBis. Our findings revealed that average inventory
turnover ratio was 1-82 <pll7) in the selected public sector jute
mills compared to 2.25 in private sector during the period of
study. Tandon Committee suggested ~.29 should be normal inventory
turnover ratio for the jute industry of India. The average
inventory turnover ratio was found 2.fJI in the public sector
cotton mills compared to 1.91 in the private sector. The average
inventory turnover ratio was very low both in public and private
sector cotton mills compared to 4.42 of 52 Indian Cotton mills in

the year 1978-79. In USA the same ratio is about seven times.

| v, Our fifth sub-hypothesis was: "low demand of jute goods
and serious competition in international market, a huge stock of
finished goods is piled up". There was strong support for this
sub-hypothesis. OQut of tweleve respondents interviewed in our
survey, eighty three percent of them replied that low demand and
serious competition in the international market a huge stock of

finished goods piled up in the godown. In 1996-87, the closing



Dhaka University Institutional Repository

193

stock of fi.niBhed goods was Tk, 530 lakhs, Tk. 231 lakhs and
Tk, 127 lakhs in big, fiiediurri and small public sector jute mills
respectively.As per suggested ffiodel on an average one month”s cost
of production should be the iTiaximum period for holding finished
goods stock, but average finished goods inventory in terms of
months cost of production was found as high as eight months in
public sector jute mills during the study period(see p 75) which
aggravated working capital problem. Inventory in terms of months
cost of production was 3.18 (see p 75) in Indian jute mills

during 1977-78,

I vi. Our sixth sub-hypothesis in this study was; "In cotton
textile enterprises, a huge stock of finished goods accumulates
due to lower purchasing power o-f poorer section and clamour for
foreign cotton goods bythe richer section of <consumers". The
data lent reasonable support for this sub-hypothesis. Gut of
twelve respondents interviewed, about sixty percent o-f them

supported this contention.

I vii. Our seventh sub-hypothesis was:"procurement of stores
and spares is more complicated in cotton mills compared to jute
mills". Durtfindings lent support to this Bub-hyothesis. It was
found that more than eighty percent of stores and spares of
cotton textile mills have to be imported compared to only twenty

percent for jute industry. Stores and spares constituted 51
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percent to total inventori.es (see p 93) in the E6?lec:tcd cotton
millsheld an excess stock of storeB and spares of Tk. 150.53
lakhs on30th June, 1936 (see p 100) outof which Tk.21.0 lakhs
could be saved as interest income only<see p 101). In cotton
millsj purc?iase is done through tender,, but purchase procedures

do not con-form to five >p°"g" of sound procurement policy. An
enterprise should purchase right quantity , at right quality, at
right time, at the right price and from the right source. Though
purchase 1is made through tender, right quality items are not
purchased and also at right prices- For example if an wooden
Almirah is supposed to be made of "Shel Koroi” of Sylhet
district, very often wood of Jessore district is supplied, whose
market value is lower by 50 percent (for low quality). The
researcher on visit to the godown observed that some stores items
had never been used, which could be sold out. It was also
observed that items which would be used with minor repairs have
been dumped in the godown and new 1items are purchased. This

represents attempt to leak out working capital.

2. Our second hypothesiis was: "for poor collection policy, a
huge fund is blocked iIn accounts receivables, which creates
working capital problem in public enterprises”™. Our data strongly
supported this hypothesis. The averge percentage of receivables
to current assets was found 31 and 39 in public sector jute and

cotton textile mills respectively compared to the percentage of
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29 and 25 in privivte sector ._jute arid cotton textile mills
f-ecjpecti vel y during the study period. The table 7.5 in chapter
seven revealed that there was e;-;ce67%s recei. vabl es of Tk.1866 lakhs
in the public sector jute mills compared to our planned
receivables as per model during the study period™ The selected
jute mills could save Tk.261 lakhs as interest income only out of
the blocked -fund. Table 7.10 revealed that there was e>:cess
receivables of Tk.242 lakhs in the selected cotton mills and the
mills could save about Tk»34 lakhs as interest income only out of
the blocked receivables. Moreover, the savings could reduce the
accumulated netloss oFf jute and cotton mills to a considerable

eMitent and could contribute to the improvement of cash -flows (see

Table 7,5.2 to 7.5.5).

2 i. Our —Ffirst sub-hypDthesi s on receivables management
was: ""for poor collection policy, a huge -fund is blocked in trade
debtors, which creates working capital management problem™. The
data and investigation lent support to this sub-hypothesis. Out
of total 28 respondents iIn our survey, about eighty three percent
agreed that due to poor collection policy a huge -fund was blocked
in trade debtors in the selected public enterprises. Table 7.5
revealed that there was excess trade debtors of Tk.086 lakhs in
public sector jute mills compared to our model. The excess trade
debtors was -found Tk.I01l. Tk.260 and Tk. 525 lakhs in big, medium

and small jute mills respectively during the study period. In
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cotton mills, the excess trade debtors was found to be Tk-80
lakhs in Monno(old>, but thE?re wa& shortage? of trade debtors of
m:: 23 lakhs and Tk. 17 lakhs in Quaderia and Satrng Cotton mills
respectively compared to our model. On the whole ,there was

excess of 1k.35 lakhs blocked in trade debtors in selected cotton
mills. However, there 1is no provision -for crdit sales in BTMC
enterprises. In jute mills, average collection period is 3@ days
as per L.C. But in the year 1987 about 44, 56 and 100 days sales
were tied up in big,, medium and small jute mills in public sector
respectively compared to 35, 16 and 29 days sales iIn private

sector jJjute mills<See annexure 1 -111 and VII-1X). This iIs an

indication oFf inadequate ef-fort to collect trade debtors by the.

public sector jute mi lls-

In cotton textile enterprises sales were mostly done on
cash basis, but some sales are made on credit to Government
department and autonomous bodies like, -family planning and health
Directorates. Consumers suppliers Corporation, Militery, Police,
Ansar, VDP, Jails and other semi-govt, and cooperative bodies
through BTMC Head of-Fice. All  these Govt. and Semi--Govt.
agencies, which are supposed to have enough of budgetary
allocation make payment at a time at the end of financial year
which creates receivables management problem. The corporation has
not laid down any good collection policy to realise money
promptly from the Govt. Semi-Govt. and autonomous bodies, which
aggravtes the working capital management problem of BTMC

enterprises.
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2 . Our i”econd sub--hypothesi s on reecei vables management:
was: "management are reluctant and some?t;Lme?s bt~came te.-“Iple?ss in
realiEsing advances from ernployeeis because of undue Government
orders under the pressure of union and social leaders, as a
resiult a huge -fund 1 blocked in advances over a long period".
Our TFfindings and observation supported this sub-hypothesis. Our
findings revealed that out of 31 percent receivables iIn public
sector jute mills about 16 percent was blocked 1iIn advances
compared to 19 percent in private sector. Table 7,.5 shows that
out of total e;;cess receivables of 7k. 1066 lakh in public sector
jute mills Tk. 930 lakh was blocked only in advances. Table 7.10
reveals that out of excess receivables of Tk. 242 lakhs an amount
of Tk.207 lakhs was blocked in advances in public sector cotton
mills during the period of study. On eMamination of record, it
was Ffound that advances to employees in the form of salary,
wages, Tlood and cv~clone relief and TA and DA constituted a major
portion of total advances. In the vyear 1997, the total
accumulated employee advances was about Tk. 597, Tk.70 and Tk.22

lakhs i1n big, medium and small jute mills respectively.

In 1987 audit report of jute mills it is specially mentioned
by the auditors that they were informed by the managment that
advances against wages paid to workers is difficult to realise,
becuase the management has stopped deducting all advances from
workers as per Government order. Therefore, the management

mentioned, that they were totally helpless to realise advances



Dhaka University Institutional Repository

198

mfron workers, and they were unable to ssy to what SMtcnt advances
to workers- and ernployeeB wi il bf? recoverable. In the opinion of
the management out of the torj.1 advences 90 percent were arrears
sfiaf ttie very inception of national is;ation period <from
March®72). Recently the Ministry of Finance has been igjsuing
strong directives, for 1mrfiediate recovery of employee advances,

but action as noted by knolwedge persons is rather 5,1dw.

In public sector cotton mills, an average of 26 percent
receivables was blocked in advances and due to pressure of union

and social leaders and GDvernment directives, the rrianagement 1is
reluctant- to realise 1it. The conclusion is that workers and

employees are enjoying advances at interest free loan by forgoing

the enterprises to seek further loan from the bank at high rat&?
of interest. This is largely due to inefficiency of management
and partly due to leeway given to workers and employees unions by
by Government. This indiscipline, 1in case of strong action means

gheraos of the senior enterprise e>;ecutives.

Our third sub-hypothesis wass 'cash planning is ineffective
in public sector jute and cotton mil Is”. The findigns supported
this hypothesis. Out of total twenty eight officials interviewed,
in our survey, about eeventyfive percent respondents replied that
they did not prepare monthly/weekly cash budgets which is very
vital for effective cash planning. However, it was mentioned that,

they prepare only yearly cash budget for subrriission to



Dhaka University Institutional Repository

199

Corporations and Ministry of -finance. Comparison of actual cash
in-fFlownE and outfiawe have shown that this is. mere an academic
exercise having no relationship with reality. A good m.snagement
is one which prepare fnonthly rather/_lgcaagﬂ_ybudget which enables
them, when to take loans and -for which period and to ensure
surplus cash - any to he" kept in short term depoei t (STD) account
which yields some gain. Emami nation of records has shown that
monthly cash budget 1is not. prepared. The necessity oFf weekly cash
budget is not -felt at all- It is revealed that average percentage
of cash to current assets was only 2.02 in public sector jute
mills compared to 2.69 in private sector during the study period.
The average percentage of cash was fof.ind 11 percent in public
sector cotton mills compared to 7 percent in private sector.
Accoridng to some authories like Pro-f. Wigam of India and top

management oFf Corporation, that cash in a well financed company

should not be less than 5 to 10 percent to cover current 1iIn-

debtedness. Compared to that cash was -found much lower in jute
mills- Howe-"/er cash was -found bit higher in public sector cotton
mills, Compared to standard. This reveals that cash planning is

inef-fective in the selected mills, especially in jute mills.

The -fourth hypothesis in this study was; "private
sector jute mills show higher prices of raw jute cost in order to
eltract undue concessions from the Government in terms® of
compensation -for loss, to get cheap bank loan and also to evade

ta"xes'". The data lent some support to this hypothesis- The lowest
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average per ton cost of raw jute -for hessian, sacking £ind C.Ei, C.
of -five private sector _jute ndlle BJMA) was -fbund to be Tk-79il,
I1k.5680 and T;,. 10653 compared to Tk, 7US, Tk-5196 and Tk,,S395
of <ive public ;=.ecthr 3Ut& mills. (BJHC) respectively during 1987-
38. Similarly the lowest average interst cost per ton of hessian,
sacking and CBC of -five private jute mills was found to be
Tk.1415, Tk. 694 and Tk-J.932 compared to Tk.i063, Tk.434 and
Tk,1565 of -Five public sector jute mills respectively during the
same period. The -findingB show that raw jute cost was shown much
higher in private jute mills compared to similar jute mills in
pubic sector- It is also revealed from the interest cost data
that private jute mills enjoyed bigger amount of bank loan
compared to similar jute mills in the public sector. Moreover, it
was Ffound that most of the selected private sector jute mills
incurred huge losses and did not pay tav.es at ell during the

study pemiod.

Hoviever , from the above analysis, it may be infurrred,
that our eighth hypothesis is true to some extent, without being

any definite conclusion.

Our fifth hypothesis was that undue demand of fringe
"benefits by unions at the instigation of management and social
leaders enhanced the wage and salary costs. Qur observation and

interviews lent some support to this hypothesis. Some union

leaders reported that they were inspired by the management to
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demand undue fringe benefits, in the -“offii of extra bonus,
overtime etc.. On the other hfilnd,!=.Dme ffianagerment pecjpie reported
that they were pressurised by the unions at the instance of some
social leaders to pay undue fringe benefiite. Manaaement alEJO
mentioned that they were forced in sslie occassions to buy weight
jute and low quality jute supplied by union and social leaders-
However, no documentary evidence was available to establish this

hypothe&i s-

However, certain costs which the mills had to incur
whether public or private though not justified by production
ef-fort. This efnanate -from the orders issued by the Government
fron! time to time under pressure of union leaders, some 04 them

have become political Ileaders.

Our si>:th hypothesis was !"Cost accounting and cost
control system are inadequate in public enterprises'". Our data
supported this hypothesis. Out of the twelve respondents

interviewed 1In our survey, jrigjority of them admitted that there
was no effective cost accounting system and cost control effort
in their enterprises are totally absent to control over
expenditure which aggravated the working capital management

problem.

The seventh hypothesis in this study was that lack
of coordination between production and sale affected working

capital managementproblem. The data supported this hypothesis-
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Out OFf +tvielvt? executives interviewed in our survey about 67
percent reported that th™"re was lack o coordi nation between

production and sales in their enterprises.

Our eighth hypotheBi e. in this study was: "There is no
basic difference on the level DFf e-f-ficiency between public and
private sector enterpriseéd. with respect to inventories,
receivables and cash cofTiponents of working capital managements"
Our X2 analys-is in chapter- si>; supported this- hypothesis.. No
significarst association was found on the efficiency of managc-jment
of inventories., receivables and cash components of \viorking
capital between pubic and private sector jute and cotton textile

enterprises- However, it was found that sowe private sector

cotton mills are better compared to public sector.

Our nineth hypothesis was that, public enterprises
are overmanned either by ghost workers/or by surplus managerial
people of the disinvestsed mills and some workers especially union
leaders do not work at all,w hich increases undue wage and salary
costs in public enterprises compared to private enterprises. Our
data and observation indicated some evidence of rs.upport for this
hypothesis. The wages and salary costs were found higher in
public sector jute mills compared to private sector. The average
wages cost per ton of Hessian, sacking and CBC was Tk.7157,
Tk.454A and Tk. 7512 respectively in public sector jute mills

compared to Tk.63"99, Tk. ZS60 and 5403 vrespectively in the
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private eector juter mills- The average salary d?t per ton of
hessi an, sackinQ and CEC = -found Tk.1442, 'rk.87:1 and Tk.1690,
compared to Tk.1601, Tk,7S7 and Tk.i634 1in public and private
sector jute mills res-petrtively. Syed Waiirul Islaai, the then
industires minister (1974), in his speech on the -flDor of the
pari iament house mentioned thext there were twenty si>i  thousands
ghost workers in our public enterprises. The surplus labour still
e>:ists in public enterprises- (Refs Habibullah, Accountability
structure oF public enterprises in Bangladesh, U»G,C. October,

1988).
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a,2 POL1CY IMPLICAT 10N3

- Based on the review of literature oi working cspital
management, and the analysiE. carried oat in thi®; study, some

recommendati one. are put-forward which hove policy implications, -

Q.2.1 We are con-fident that as we go along with the implemen”
tation of the package of the model recommended by us in
chapter seven, will enable the management of public
enterprises in jute and cotton te>:tile industries to
manage their working capital most e-f-ficiently and

e-ffecti vely-

8.2.2 We suggest that the inventory, receivables and cash
norms should be given e-f-fect immediately, while action
should be initiated to implment the new approach and
where the individual mill"s seeks additional cash credit
mfacilities on regular basis, the limits will be “fi>led on

the basis of designed norms.

5.2.3 It is suggested that eMport incentive scheme like e>iport
bonus sche-me should be given to jute industry
immediately to save the indus-try -from ruination, but
at the same time the management of the jJute enterprises
are e>Ipected to opeate their enterprises at least at

breakeven 1E”vel.
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G.2.4 It is suggested that the enterprise fHanagement should
be CDuracjeouE. enough to resist any undue inter-ference
the labour union and the Government also should look

into the inatter to save public enteror i{mies.

S.2.5 Heasures should be taken by the Government and the
enterprise management to stop any inef fici encjy and
corruption in the public sector jute and cotton mills.
It is suggested that management audit should be intro-

duced in all enterprises immeidately.

8-2.6 The working capital gap will have to he computed by
the irsdividual public enterprises, the extent of bank
mfinance will be arrived at and the overall credit will
be =fi>led on the basis oi suggested model as indicated

in chapter seven.

e.i.27 Managerial competence is an irftportant -factor in the
efUciency of operations, reflected in profitability
and working captial and -financial management. The
banker of the enterprise providing cash credit, should
keep in mind that appraisal of management may be
essential. It is recommended that banker should under-
take supervised cash credit system, particularly as we
place a new emphasis on vaiability and development

rather than on securily alone.
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Speica.l training coi.irses on working capital inanageRierit,
Finaricisl managerfient , arsd co&t control should be organi-
sed tor the public enterprise officials at the
E<angl adeE"h Management Development. Centre and other

trai ning insti tutionikE.

Each bank should conduct banker borrower seminar to
create an understanding between the enterprisie

cf-ficialB in the re&pcective banks and their customerB,

It is being recommended that attitude of richer section
O*f customers ciamouring -for -foriegn textile goods should

be changed through motivation and curbing sumuggling.

It is suggested to produce quality jute products at
minium cost to face export market and internal market

«for jute goods should be e;tcn~ided,

The present practice of BTHC"s allotment o® raw cotton
to the individual textile mills without considering

its requirement and the same should be alloted on the
basis of need and suggested norm, which might help to

reduce the blockage of raw material invnetory.

DIF*MECTIONS FOR FURTHER RESEARCH. "

Working capital management in public enterprises in

Bangladesh has received the attention of the Government, Banker,

Management, Academician and by the general public during the last
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decade. Saha a 902) HDE-sairi (1984) havE provided an elaboratej set
of premises and agenda -for additional re&earch on working
capital- management in the public sectar Jute and textile
industries in Bangladesh, In thi"* lasst section of the chapter
some aspect Of working capital management in public enterprises
are vraised which, the researcher believes, warrant -—further

research attention,

8, 3-d Li futations of the Study-

<i) The study is limited to only three jute mills
of Dhaka Zone and three cotton spinning mills

of Tongi Zone of BJIJMC and BTHC respectively.

an The study is mainly based on the annual audited
balance sheets and pro-fit and loss accounts,
management in-formation system reports, budgets,
quarterly jute goods statistics, and the in-for™
mation collected through questionnaire by
intervi ewving key personnel of the selected
mills and BJMC and BTMC head o-ffices. Data "-for
weekly or monthly variation in inventory level,
recievables and cash, would have been more
meaning-ful , but reliance is placed on yearly

basis data iIn the absence of them.

~
-
-
-
o/

There are also limitations in regard to the

memory and knoviledge of the respondents.
- 1 1~ e —
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<iv) This absence Df some of the relevant official
data and internal audit reports -for our purpose

have also limited the scope of our study.

) Due to the infiationsry trend of econorriy in the
the country, and w=froio the point of view of the?
diminuation in the value of money during the
period of study, the effectiveness of data may
be questioned. We have tried to minimise the
gap but due to the lack of price indices from

official sources, we could not achieve our

mission.

Itis ture that aii such limitations are common to any
type ofresearch work, but have tried our best to minimise the
probability of errors through a logical cominbation of

questionnaire and using direct interview method, which we suppose
would help to find out the authenticely of data on the hand and

carry on the logical analysis of data on the other.

However, analysing the above limitations, and based on
the present research study, a few recoinmendations are given below

for further studies:

©O) The study be udnertaken in the? other zones of jute and

cotton textile mills respectively.
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Specific research i=.tuwdy may be undertaken on each
coffiponent of working capital seperetely, 1i.e. inven—-
tory, receivables, and cash positions of jute and

cotton textile mills respectively.

The detailed study on the courses of operating_

losses, absence of gross margin, causes of losses and
low profit may be made to find out the factors respon-
sible for the negative and low earning power of the

jute and textile mills respectively.

Another study may be made on the basis of the pri~e
level adjustment accountig due to the inflationary

trend of the economy.

A detailed study may be undertaken on the enviornmental
effect affecting working capital management in the

public ent.erpri ses.

Another comparative study on working capital management
may be made between public and private sector composite

cotton textile mills.
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Totr.l :~spot(*.ntirj:bl0)__ 56+63 391.0 5ppy[. 972_-9" 656.71 160I99
< Cxitf] r3-6 725 118. 5 116.19 7504 -
& < BPK) 505.i5 ove.s 656.71 w5
s QuEdiny BT, -

6 CRO an e 173,
M Linuid aagotfl- ri(era 5™

31gr ~ ago?



22't
Dhaka University Institutional Repository . = =
JABATK-

XNNKIUI<E-IV
MofWoC®uDT&X- MiU-S

vnluc\ trGiK's nver f yro Nine nf f.io conpnny

itof Uorlvation ItAtio B Z ’tevljir-si‘lii2 E)[pi5rtllllicn f)f ratios
8,51

A _ -
(1'5 . ) T.:'—Jmcnpitrl
cnnitnl criployccl
m'icr fLH . .
- iionover o
S 6.0, e[76 4 o _ _
cnpitnl ompl lyoi! Cc fritfil - nucib.;r of titno
‘]ﬁ not [:m ftt hf'fnrii tnx |CK_|, I % nrol‘it rinrgin
snjtl.'< Jt 57.10.6 (1c .ol ., ..
on*Amtim raahT thii.
Gi<ido tn pinnnjerinl pcr-
tr eplirntiiio nssitts 37 m7-- S(P_l\?’) *ifewtr>nca in UHing nsset
nvflllirtbID to mnnngnnunt
ndiUirl VfilUfi nddi;rt vnluo por f! n-
§ opurntinfi fvssot 75 *46 0.C O'G))ernlinc' osset-usf sales
if nrtdeti vrliiu not ovoi-
Inble.Ind.".nation of naHQt
utH Asiiti('n,
Coat of B.Tlk?a Int-icpitjs turiitivur ol
+5'> i>trcliu stoc;:st higli Jutv.
1. 822 2.]2 ngoinst obsolonco(nnte
. 365 T F denotes dnys of
(.28
atoclts.
W 56 nddorj vn~ui./fin!il n.s.iot Utilianticn 'of fixed
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3 no. (innloyccN lftbour
I6 fixtyd rpsiit IndicntEia t~hether capital
*noe, cnplayli-‘cs intansive.
=0 ST] o.s Iloh roto indicntria-:;
W wnrking cnpitnl 13.70 20.9 ovortracUng-low rnto
A initicatr.s p-or iiso of
writing c ffitol
K ?7_|?_*1_|9_B+?9 stfrck high rete iiicicates
werking cf{tpltnl voinornbility to trode
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Finnncinl Year miunc <iC CtinjKiny
ending dfita )
LW " if>rnntJon
Y1l r 1If-.7) iqC, 19a@ 19[7
Ref Accounta | Cnno (Nnti-i.) 'l nNoJ one. 000 000
1
50 Lnna C Bld.Cn't cnnt) Cl)
51 ilant t. Hachinery(nt coist) (i)
5?. V~-hicleaCnt cost)
53 Intoroct in other conpnni«s
(ftsaoc'intod with tho trndo)
§# Uinc tutn invoHtnent( not 0.35 055 e.rv 6.03 G.03
niiflociotod with the trocld)
55 Dcproci*itifin to (Into
sn ?CTAL FIXtU TivNGXUUi A-iSCTS 15,76 61.39 93.69
(50 to 5'i-55)
_m Stocl.CroM mnt(!rinlfi) fk) F5.,=13
58 StocitC/IF) (K) I15.cf 15.62 11.53 10.7%* 7.91
c.28 17.02 30.56

59 Stock (finish oil (Jo<irls)

60 Trfltle flcbtorsU-oe«>--f>fp*imetex ljlorep 17 sphrce* 79.5¢ *m.0~  131.85 W OE]

Ixir-iiati-Aibt*) Trr.Hn debtors 16.2w15.93 Is.2v 32.3s
6i Cfinli 90.21 ~9-52  6't.35 61.i"3
62 Other easily rtinlisabln oHauts >7"3* 16j.y 168.10 179.2s 171.91
63  TOTAL CUKIIIIJT ASS3TS (JV tu 6r!) : 511.1 : 619.6't ~55.17
6 Xfix CUQ ii+Cc.8y Ic't.7 i 13s.c7 17...07 156.5¢
"55 liitoroot tlu8 on lortn |
66 Bunk overdraft i 55.56 55 "
67 06.0? 151.09
Trnt'.o croilitorfl Vj.10 »c.3y 0.08 13.69
| 9 TOTiL CUWaJT LIArJIXnJia(6'l t< 6fl) j 72%.i3 e2nbz  607.18
70 Ihhuo crclinnry ftharca 20.00 2c.00 20.00 2C.00 20.00
71 Tyci—r- Q«irt.Advanc« Equity 12.22 mfv.22 ~u22m 63.2*t «>595

72 Long term lonn,d(iiirituroB,oti;.
73 H tfiinod unminon fintl rusorvia -B3.16 (72.51)(107.9f1) (186.03 (I8a.2H)
7t JC7.L I"G TthM FUKD5(7f tn 73) 50.9** 1(35.3 »(60.76) (102.79) (11Z.29)

75 Oiitsi™.d minority intort:s*s in
subaidiary compnniius.

76 GooMMilll, potents, trndttifrka, ate.

77 Number of ordinnry nf~os iBJiiioil'

OZr.IViiD FIGUfiKI U;-ii mm"l
80 Net TOrth 7'*T7i4»- (-10.9%»)(3i.3C ) (60.76) (102.'/9) (iia.29)
fll tfor'ting Oipitfll (i7.78)t78.0M )(IIV.5i*: (168.*t5) (183.76)
82 Equity shoroholilisrtt funds />3 akle)<52,52)(60.76) (166.03) (168.2*1)
63 Totr.l ciasetCtftnoiblo) 5¥4<-3 >53.51 ee'f.go. 516.56 517.11
84 Cflpitf.l eoiployol (j20.9'1)(35.3C )(60.76) (101,03) 115.09)
85 Opiirnting nasntn «3-(53+5") n2.85 1553.16 656.38 51053  °11.08
86 Miuiw Aaaeta 6(1+61+6;! ~N 270.3'~ 233. 261.9*t 265.72

IHNOIt-ANT. Check thnt 7'I=56+t!l-7ii
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ANBCHE VI

FINAIiCI/iL ANALYSIS CON:;jULT«NCy TEtHNIQUiiS - CALCULATION SJUi2T.

SATRAwa TEXTILE

Taka in
Profit nnri Loss Account Informntion
Yelir onrterl 119 83 1985 roype 19 87
Upf Accnunte ItMna fXX3 000 000 000 000
10 sales %»75.28 530.96 523.56 ©88.23 512.79
11 Inventory Increnwo + or riocronsd’ (2.717) 3.22 <73.0%) (8071 7.y*
12 other Incomo tosS 13.79 171 2.89
309.60 >!586 308.72 260.33
13 Materinls X !1.0. Inrtn 304.01
4-
58.22 71.68 83.8? 111.29 125.19
15 1tvductldn OverhcodB 95.56 57.50 57.88 57.37 i«.83
le' li P D Overhonria -
17 pdling™A. Uotribaat 'QyBirhAfIBI -
13. Genernl Jirimn. Ovo'r*enda ' 9596 " 10771 75.26
i r_ .or I' «
19 Unprecint’™on U,26 3.33 U,in6
5
Intorest 1. ir 46.'t2 5722 20.68
22 Cori>omtion Thx
23 I'roforeiictf dividtmd Irep -"ij *
Ordinnry'~fividornl'
"5 lhcmosa -lIf'Votiiiwrt' (MtTmirlgs ami’ * 320.08) (392.6 ) (**11.41)
reaerves. i (332.93) (331.9~) ) (
Dtrjavlio) FIGUKUS Uurivatlon |
30 totn” Rtfvonug 10 + 12 ‘t79-33 5th 75 528.30 589.9'» 51568
-
01 Peamx1jally¥b8m , 0 36" 130 1 %5 1.%3 1.61 1.J40
32 Added vnlue 10 - 13 - 11 168.50 22>t58 TaitTw 19877 27.80
33 Contribution j lol Ji-(13+17~+15) 10.16 88.96 128.99 3522
3k Operntlno Iroflt 10+11-(13 fe 1%) (12.82) 1.»2 ) 33.03 69.53)*6Wi™5
PH Net profit before tox (8.77) 15.21 iz37.7/ [67.82 u(7159)
aTMt IntArria*. > (B4+12 ..7
, 1 M e T7T 15.21 Ao TVTWT
36 Net profit aitor tajt (8.77) 5. 37.77 16772 IV
s«mrt thhrfo) .. " 33*31%22
. m T re, r
37 6edinnry” €nnings ' 36123 e
SR JF ke HS
Cnsh flow " (328.67) 326.51 (316.75) (388.11) (1*03.16)
ju-
QPle.q = . it<»200 139757 553.01 Mfe.31

ISTfoHSr
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Kinrcifil Yenr Nmc of Corpany
Qtidins _ .
tnlaxc aieut Infomntion
Yenr 19 83 ;198" ig 85 1986 19&/
6 000
ici Jiccoiinta Itnma (NotDs) g @) 000 0°
ga i, Lo Bid. (1ft cofst) ®
i'lant L i-lachinerytnt cnut) (1)
Vehicles(nt aost)
Interaet in other coniMiii.(in
.(na*iGinted with tt.t: trfulo).
s. Lona terra Invefltnient( not ~ 6.27 5.2-/ 6.27 6.27 6.27
~Baoclct~d with tffo troile)
Deprocintif*n ~ date
1 TeT/,L FDELI.T/ZiHGIULL . AZiHiTa!
(50 to 5'i-55)
o1 SCHE ™ MerPJjo
Stoc!-.(WIF)
nQg Stocl; (fiiii~e” goods) _ 65 .«t6
SEeE-To—o Tror oo = SEOITS 1 BparcB 25 |
60 1jmil Fili>ibh (I profisior s %ﬁ&;&% 2959
ffir, hfil
~82.89 J>2.21 10297 99.8 17«9
61 Qeh
_ - *7.021 .8'91 "9.79 75.07 52.9<t
cn Other easily renlisoblo cescts 8 <
- N 265.01
TC=L CRIENT —iSiS @V © &) 2H5.V 27705 36.6( 5357 ©
y<tg7 1683 100.A6 10063  100TW
Tax riuo
.65 INtGre;;t due on lonn
M BArtc overtlnift '0/02 9.02 0.02 263.81
o othT labilltiel 377.21 3rte: 38LI '
65 Trfick creditors” 2014 5363 185 20
" * 38*t.69
69 TUT-L CUILLINT LIA)ILI"LIS(64 to 68) <mnrgy A202< »77.27  «83.21
20 Tssie ot ko fores T 176 58.76 38.76  38.76 38.76
1345 176, 2f 216.28'?'*6.28 302.59
1} '
7?2 Long ti;rni Irian,rifiiicviture8,etci
73 Retfiinod oanings fliid roservts (31>43) 329.90(507.13 (371.21 (411.61)
TOT/X LONG TR PGS T aeran )5209> (80.4TV T T 0T
> UutBi:<j mil<csirl-ty inturus’o in
Biiboidl/sry compnntos.
f6 Gooc?v,i 11, pQtents, trftdi-:n*Vt~i °tc.
77 Jlimlior <&f ordIinnry bMrow'jIBmmd .
US:,iy*ID FIGUKIS:- Dtiilvntl nn 683
Bo Not vrorth >n+21473 (-67.77 (n't. 2X52.00Ka6-17) 17883)
o1 U firg Cpital- 63-69 (3290 (16 (@113 (4776 THITIET
i 70.26T
82 Equity sharaholdtra limda 70>73 "(481,22 (291. '3)(52.0? )(86.17) (
Pi Tot-1 t (tnn(libio)_ 5/)+63_, 233 W .02 elBol" 39"1fc~ 332:%
Copitr.l employei t 67.77 (103. }5)(52.05 )(89.05) (51.71)
w5 Operatin aasota AT-sivs'ty  2%6.06 29675 M26>t 38789 326717
. 101076 111.77 2038~ m TiTTaTl
0™ LinuiO'anaet] 60+61+63_

MNT.oinri:

' 7/i="rM-0i-75
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£ s ”t;'I: pi-"ifit hfforo % profit riorgin
10 snlau )
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Srgp  dfdl - uys. JSUCHtt high ratt
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j 365 -4-F danotea dnys at
[ 30)9. .
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L nssst3(
rrrud v»)uo Utiliaatlun of atnff &
) no. onpUtyiMin 1/ibour
Indientf13 <<h(Jthor capital
ro. nnployiscs intonai \Q,
ic. sn]os ilinh rsito indicntna".
in workinn cnpitnl fivisrtrof'in(]-1f'w rnto
intlicnti;a p~cr use of
imrking crpitol
BUidk Miflh rfte miiricftea
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3 nv.tV.Uy ¥ilrin CoXloction p.'riod tisys
crcditn nllow'jd to
fiebtora;ir.ricntes cnr>itnl
tied up.Uivua salne on
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= liciuid ffaout
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FINAHCLIL ANW.VSIS CONSULTANOT TECHMQUKS3 - C.LCUUTION SHE-T.

CHITTAGONG JUTE MItl. COVPANY LIMITED
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NOHMS vIm INVEI-"ORY AND RECED”_LES

«o rati,n.lo of nomB a,d th.

requiremente is to .,f'credit pl*toe «iU 7

Jeed of »on«= J ,uh productli® planni,>G. both to ».ake cood

uso of bank cro.>it :md al3o to croate bttter

manacomont of onsti,
matiirials and recoivrr.bl&s.

xndusuy ropr.=o,t.tiv.= in T . ft::/ " b r fSs “©
that it los nec.i,s.*y to spaotniia of industry adequately into
SS virlLf ™ ir solution »as that tho nor»» should bo appliod
flexibly. ,

W hile we renliso that nonnr. w ill h-.vc to bo applied flexibly ™d not

r idly! rLpcnoive t. an, »ajor chai«e in

°

the more is the need for ylanninj.

Bank, we euf,Ge
Interim Report

The objective wac to introduce a

diacipline tmd improvement in the maintenance ol
reaconable illvcu™”y .and roceivables levels
consistent with encourafiemont of production on the basis of a h/lp
relationship between the b”“mker and the customer.

The Reserve Bank acooptod the 3Ueijested n o *

and
oommeroial brmks to apply the nor® in f
both to the exiatins »d new f t h e interin
Anpfn ih \Vi:LryJ°etr:~r:~iri:Te?” :r JMisKd in “nnoxures-

Il and 1V .

should be an understandmc of the total problem
helpful approach built unto the
Eluc(™ested norms and thoir implem’jntation.

Approach to Norms
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5,7 We have now suijgcstod norms takin(j into account the following:

(1) company finaneo studies mufle by the Roserve Brmk,

(ii) process period in the different industries,

(iii) discuiifdons with exports in the induGtciee cnncerncd,
(iv) [Men”ral dificussions vrith th< industry intc-r&sts,

(v) nood fnr onm'rit'if. rothlh producticci, dopendin™ upon the
availability aJ the matorialc, seasunality, etc. .ad

(vi) reactions ojid r..od.-back on Interim P.eport.

58 We have extended our exercisje to a total of 15 major industrieB, ~
’ coverinc about one half of ijiduntrial advonccis of banka, and certain
norms earlier sugGC-stod have been revised in
SutJGested Norms feed-back received. The norms
represent the meximum levols for holding inventory
and receivables in each intlustry. Borrowers are not expected to hold
more than these It-vels. Neither is the norm an entitlement to hold
inventories or receivable uplo this Ic-vel. |f a borrower has managed
with leas in the past, ho should continue to do so. The suggested
norms are as follows;
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ANN[EXURE-X1V
CIKCIJI. At OF BAWGLADSH BANK

t.stidiate; af working cdipi tal -for
jute ml 13 D& 250 nart-ciw loomsi
dufiny jute -for the yt-ar 1988-89

For 2nti cihj-ft
Capac ity ui 1l latiai ia\i He-SKi an 7,5 pound/10Dms/hrjurs
Scikimj - 20 pGund/1 DDms/hours,

<Jaka in iakh)

Tied up Hesslon Sac king
perlod (125 iDomib) <1275 looms)
2 shifts S W
(16 hré&.> (16 hrs.)
. (@ 1. 8aw jutt; 9 months 157. aS 240,25
il. Finil-inti"c) gooclEi 90 daysi 149._Sl1 236-61
iii. Work“in-pt®"-net3 weefks 34.96 55.21
Total storzk<i+ii+iii> "342. 6S 532.07

(b) Stor*;-s ai"id Saps-tjB

i. local pui-cfitase 3 ffionths 4,95 4,95
il IdfG™ f.Rd Actual 39. 2 39. 2
G + ii) 44_ 57 44 .57
Value of tctal svdck & sbtores 337.22 576.64

<2u 2tn)
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Tied up
tF+jQd
4. Totol loan requifed
for stocks. aci
exciiwling JiMrg in
15. loari rre-d pijr afl-.

iDOffi on thii baiNiE.
| Qf two BhlrtB.

Notes! Riilw juttj price is esitimated as

Hic.-ssitjr ' Tti. 300 [“sr maund
SacKinC) “ Tk. 214 "

Wor k—in*“|>rocess as
pCT valnation-

Hess-ion Tk.24,465 pisr M.T
Backlfw] rk.14 . j per F |

263

HesBi on Sacking
<i25 1@DFEI) (12t ice(fi)
2 shiits 2 shi-fts
<16 hirfd.) V3 trti. )
518.97
2,79,120,00 1k. 15, 176.00
-followBL

Aver«cje selling price:
Hessian -Tk.24,4fa5 per
M. T.

Sacking - Tk. 14,490 ii.T.
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CIRC:ILLUAR I il*"4f!._ AES BANK

E.sti (iiate of working c.apitai for
L2 flul 14 o+ 2ci0 nari-ow looms
ihini"io( /iutty seaBoi™; for the year WWeB-ST

For 2mi"! Ishi*ft<7,5 hrs-)
Capacii-/ wuv,iiiKaijcn - 7.5 ptn.ind/l ooms/hourB
Saliing - 20 pound/looms/hourB

(Taka iIn 1iskhJ

TiiBd up HeEiBion Sacl:ing
p6;r:L0d (125 loafris) G loomsi)
3 shifts 3 shifts
L (9 Row  jt.it H VvV iriot'ith 74.00 112.61
ii. Fifusl'ted goods 90 clays 70. 22 110.916
iii. Wor"k-i nproces.t-. weeks 16. 39 25.38
Total stc;.ck i +11 tii > 160.61 249.40
(N Stores and
i I,Dc:ai purt hase 3 monLhfE 2.32
ii. iinported Actiial IS. 57 18.57
QA = 1lij 20.89 20,89
GG CI' 1. 9cil i Qi stores 189.50 270.29

(a = iljd
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Fied up Hessi on Sscking
per-icid <125 (125 loom&>
2 shifts 2 B.hi*"fts
(16 hrs.) (16 hrs.)
4. Tegjtal iodrl requi rinl 163.35 243.26
for Btock=, ai"id i-tcires
esic.lud:i I 10 nrrgiit
Loan rogLureil ui"f Ik. 1,30. <;)0.00 Tk.1,94 ,60S. 00

I00fii Qil the £
ot twe: ithiita

htotes: Raw JIN@ pict,.- H» estinnstea i\s- foilow!-,;

- Tk. 30j per iiiawdrage 5e?.1ling price:

Backing - 'ik. 214 " Hessian -Tk.24,465 per
h. L.
Woki-in-@ ocPRi & @ickip ~ ‘.1 ,49 TI.T.

per “/aiifctticih:

Yk -24 , per It
SaciHQ Ffk.145 91 pc2r hi, T
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QUE:: -TiO\NKIfi£

Academic qucail‘ic.ition(Plca:;e montiori Deyreoti only)

Professional qualific<ition(if anyy)

please mention your preGont dusij?i-ition with the name ol your
Enterprise/Corporation,

IB there problems of working capital nicinagcment in the Enterprise/
Corporation in which you are workinj;;?

| Yes 1 | ]

ProbleniB of working cnpital mamgdilht in the public sector
Elnterprises in Bangladesh may be, i«e)to following reaoone:-

a) Lack of proper working capital policy(please tick one),

1 2, 3 _ _n~ _5
rigree*” Itron-] j dls- 1 I Stron-] fun- |
‘ ' t Sly 11 agree | ; I Idecided ,

*  AEreo ' 1
1 !| ,  Ugree [
I I L —
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b) Iriel'ficiency in tha uliiuigement of llui cuimjojicul.ti oi' viorltiriij cayit-"Q. i.o,
i) Lack of proper inventory management.
-J _ 3 N
Agree "j ] Strongly 'j \DisagrcG | [ Strongly ! ! Undemdedj
j I 1 Aproo J |1 | | disagree | I
—t
ii) Lack of proixjr Accounts Receivable Management.
Agree ] Strongly 1 JDisagree , Strongly J Undedided j

m _ji6ree_ {1 J Disagree j
iii) Cash Matiagomont,

"
Agree ) Strongly

Disagree i Strongly j
Agree

1k
1) j 1Ji”®enSree j

iv) Short Term Investments & Advances M.'inagemcnt.

1 2 3 4
Undccidcd
L i
) Inherited liquidity gap on the day ol' n.il.ionaliijationi
in 2 _ o
' . . Undecided
Tx'}él?e% ’ TG lzﬁrggly fIDlaagroeTI sttroncIy ]I

d problems owed to poor cash flow indegencous to the industry itself.
1 2

N N

Agree ' fStrongly ! IDieagrcel |Strongly Undccidcd 1
| J Agree J J |Disagree

e) Too much dependence on Cash Credit of the Commercial Banks as a
major source of Working Capital.

1 2 3 5
Strongly I |Dieagreo"’\ Strongly | Undecided
i | i Disagree !

Agree
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9)

h)

)

k)

1)
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Too much dependence ai the <lovolop!rtint buclgot of the Gorcmment
for the long-term project Financing.

1

rstrongly " ~strongly” f,
1 Agree j | Aereeg Y I Disagree , Undeudeo\l]

Lack of proper Capit.'il Structure.
1 2 3 np o

Strongly] [ T [strongly ; Undeci- ['
I Agree Agree Disagree I Disagree J N

Too much political pressure (since nationalisation) and other
environmental constraints are also responsible for the proper
management of working capital.

1 N 2 3 it N
Strongly Disagree |j JStrongly j Undeci- *
Agree agree } j~Disag ree"JJ |

Lack of proper cost accounting, cost control and cost reduction
systems are also reeponsiblc for the poor management of working
capital.

1 2 3 it
Strongl fDisaCTori rst?5Sgly*“] w{jndecH”
Agree agreegy | | [Dlsagree I j/\%j

Lack of co-ordination between sales and production planning.
1 2

5
i Iyt [u nde_cl
boooomoe % Strongl Disagree L .
} Agree | I g Dlsagree |

agree

Improper pricing policies/administered pricing policies is also
responsible for poor management of working capital.

1 PV 5 ~ A
| Agree [ I Strongly | Disagree ~ I1Strongly fundee
‘ - j agree g [Disagree ood |

Lack of proper organisation structure of fin.aice department of
public enterprises is also responsible for inefficient management
of working capital.

2 5 4 - .

. _ A -

| Agree Strongly j | ujsogree | jStrongly rundeci-*!
| 1 IDisagree |
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In competency fmd lack of mo<iern financial management knowledge on

the port of the financial executives nro also reaponcible for poor
working capital manaGcment of Public enterprises in Bancladesh.

1 2 3 5

Gt.ronriy 1 I Disacreci fGtron(;ly tundocided 1
al;ree cd j ] Disat”ree_ | .J

Absence of written guideltne by the corporation bosses is also
responeible for poor manatjcmetit of workint® cnpital.

1 2 3 h - 5

Stress on production rather than sales due to the faulty policy
of the Govt,, also responsible for poor working capital raanagement,

1 2 3 5
]
u fz ] SIS I-E
Lack of sales planning and demand analysis also responsible
for proper raana”emont of working capital. /

I Strongly J !LUndeci- !
eej s s 1

-
0
0
Q
=
@
o
o
-
9
Q
=

1
jagree P

Agree “Istrogiy,
J
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1i<

QUESTIONTIJAI'<E ON iri'/ErJTOHY MkIMAGEWAHT

SCIEDULK-II
(please tick in box) n
1. a) Do you have”/seperate <'[nveiitory tUinafremont Department”y' ?
Yes
b) If yes™® how is it consituted?
2, Do you classify and codify stores j Yoi pNo*
3. How do you eatimato the roquiremente of different groups of

Inventory? (please state the facts)

a) Raw Material

b) Work-in-Process
c) Finished Goods
d) Stores & Spares

Do you have any standard norms or guidelines in determinijig the
above-meniontud each group of ijiventory separately.

If yes, please state it clearly
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a -
) <.dminiatrativ, ditfic.Uy «M1» PUnning.

b) If yes, please state theso

What are the factors inlluencing the size of inventory?

i) Production Cycle

ii) Terms of Puchase
iii) Cost of Purchase

iv)  Safety Stock

V) Lead Time

Vi) Availiibility of materirilc
vii)  Cost of Carrying
viii) Forecast of Demand

XX)  Othors(specifj)

to you follow which of the followin*. modern techniques of
Inventory Miina(jeinent?(pieuse tick)
i) Minirmm level
ii)  Meximum level
iii)  Re-orcier level

IV)  Economic Order Quanitity

V) Perpetual Inventory System
Vi) iftBC analysis for Stores Items
vii) Inventory Audit

viii) Standardisation and vai-ioly reduction

iX)  Oth¢TR
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Do you follow the Inventory no Tns on the follwing basis. 7

i.e. i) Procnca period; 1li) Nocd for r.mooth pro<Inotion;
ill) Availability of raw mnterialti; v) Availability of ,
fjitorec and ljpcires; v) Doin'uid of gooclc. /

If not, please state the reasons,..

please tick which Bhould be the appropriate norms for holding
Inventory for Mexikmin period,

a) Raw Material

Loccil Mill. Imported
Ha?. (Mai the) (rjjonths) Mesimujn period (monthis)
11
01 * - *2,, (33 13J1.5\ La
iTiiifyai \31 or others or others
(specify)
Othore
b) Work-n-DrocGSB (Please tick)
! I\ )200I5;jisJ 25 dOT | 130 daye

c¢) Finished Goode

For Domeetic eale For FJtport aalee
(10 days] [15 day§g  nonth pend i
Jnen \'Si 1 \2y3n 3 monthi' !

d) Stores & Spares

Local (Monthji) Imported (Months)

let 1rxy  Im1 HI ILl LH 1AI115] U_

/\\|_ 12j iiitljllile
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10, Does the centralieied buying of rav; cotton ccmplicate
the working capital nfinagcjment problem of BTMC enterprises ?

_2_
e Yea } No.
If yea, state reasons.
11. Does the low purchae”™g power of the poorer section of

population and Iclamoui'j for foreign goods by richer eectioii
of customers, aTiuge of finished jjoods accumulate in cotton

textile mills ?

N

If yoB, state it clearly.
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QUEGTIOIINIAInE ON
accounts R-CEIV;3LEG MWAGEMENT
SCHKDULE-III

(please tick where applicalbe)

1. a) DO you have Accounts Receivables i“ngement policy
Yera'l ]
Xf yGS) how it is constituted?

2J a) Whnt factors are considered while formul-iting credit &
collection policy?

b) W are the e:recutives entrusted with the task of implementing
the policy 7

c) Wnhat is the policy of the concern regarding accounts
receivables?

i) strict, ii) Softiii) flexible

d) What is the effect of such policy ?

1) Wtat are th. 30UTCOS of Inforaation to assoBS the credit worthniness
of the prospective debtors?

i) Trade Reference ii) Reference
Iil) Purchase accounts iv) Direct Information b
Pii] ruini executive & salesman.

Do you allow discount for prompt payment \YesJ

a) |If yei3i what tire the terms of discount ?

b) What is the effect of such policy ?
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Do you charge any penal interest foi' nonjiaymfiTit. of rccaivables
within etipulf-ited time 7

[Yea ) No |

If yes, what is the olToct of riuch policy.

Please tick, mhich should be the appropriate norms for
collection of receivableB(Maximura period).

For Domeb5tic Sales For Export Sales
(menth£d) CMcnthB)
1--1 I 4
il Q
rn LiH

What are your overall sugfestions to increase the efficiency
of accounts receivables management.
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Whether there is any verification of stores
(a) IMonthlyj (b) illalf yc;irly( (c) " Yearly] (d)'othcra.”

What is the policy of your organisation about tho value of
stock limit of -

(a) Raw material (b) Work-in-Progress (c) Finished Goods

(d) Stores & Spares,

How does you will fix the nonii of different types of inventory
holding?

What are the problems of Inventory Management in your mill or
organisation?

What are your overall suggestion for the better management of
your inventory in your mill or organisation ?
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SCIKDUUNIV
1. a)ls there seperatu C-.sh Kanacoiiiont deportment Yesi
b) If yes, what are its functions.
2) a) How do you rorcaets cash inflows oiid outflow?
b) What factors influenct Cash forecasting ?
3, a) Do you prepare Cash Budget JY"0 j INo |

b) If yes, when & how such budret is prepared ?

c) What period is covered by Carth budjrot ?

i) Do you have monthly Cash Budt;at; i Yes~T

e) Do you have intemtvl control system for Cash ?

Yes No

4. a) Do you require to submit cash budget/report to the
Corporation and the Ministry of finance ?

b) If yes, when

INo ]

LIIfJ



a)

b)

a)

b)

c)
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How do you assess the adequacy of Cash balancec

to kept ?

What are the factors

N

that iiifluciicc the above policy ?

Do you invest excess cash iti short-tom securities ?

[es J j No

If yes, what factors

i) Profitability

iv) others.

arc considered -./hile purcn.aiing
different of securities?

ii) Ligiiidity

How is such excess determined ?

please tick which should be

for

maximum period of time-

10 ilar-

iii) Safety

the appropriate norms for holding sash

15 days

A0 days
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How much cash credit your organibai.ion was granted by the bank
during the last six years as follows;

Tk. (lakh)

1981-82

1982-53
1983-84

198.-85
1985-8%

1986-87

How much interest yuu Juve paid during the last six years on
cash credit?

Tk;(lakti)
1981-82

1982-83
1983-8%
1987-85
1985-86
1986-87

What are your overall suggestion to increase the efficiency
of Cash Management ?



280

Dhaka University Institutional Repository

BI B LI OGRAPMHY

BOOKSt

1. Alim,, A. A Handbook of Bangladeoh Juto, Dhaka Associated Priiitera,
1st edition, 1978.

2. Alamgir, Hohiuddixi Khan, Development Strate;;y for Bangladesh, Dhaka:
\ Centre for Social Studies, 1980,

3. Anthony, 1, Management Accounting.Text and Cases, Homewood
Illinois, Richard D Irwin, kth ed, 1970,

7, Ajithon, Hector B. Ar ‘'ting for funds flow Boston: Houghton

Mu.. Co., 1962.
5. /aithony, Dearden & Vancil, Man~.ement Control Gysteji‘ij. Text, Cases
and Readij™Ni”s
Revised edition 1972, Richard D. Irwin
Inc. Homewood, Illinois.
. Baker, Jol-m C, and Walott, D. Introdm tion to Corpornto Finnnco,

New York, MctliawHill Book Co,

7. Banarjee Bhabotosh. Cash Management A Prnctical Approach
Calcutta, The V/orld Press Pvt. Ltd. 1982.

8. Battersby, A. A Guide to stock control, London, British Institute
of Management, 1962.

9. Beckman, Theodore N. Credit and Collection: Management & Theory
New York, McgrawHill Book Co. Inc. 1962,

10. Beraneck, William. Working Capital Management

n Ciiliii nia, Wadsworth publishing Co. 1966.

11. Bhattacharya, s. Corpo qF ng, New Delhi, Oxford £ind
IBH publishing Co. 198lI.

12. Bolton, S.E. Managerial Finance, Boston, Houghton, Mifflin
Co. 1976.

13* Brigham, Eugene, F. Fin:mcial Management, Theory and Pratice,
Hinsdale Illinois; The Dryden Press, 1979.



15.

16.

17.

18.

19.

20.

21.

22.

23.

25,

26,

217,

Dhaka University Institutional Repository

Buffa, Elwcwds, production invfentory System : New Yorkj
Atthur Young & Co., 1965.

Burton J.H. Stores nccoimt and Stores Control, London Sir Issac

pitman and Sons, 1967.

Caompbell, Robert W. Accounting in Soviet planning & Hanai-nment.

Canibridi“'u Massachutts: Harvard University

Press, '1963. n
Chackrabon*--' K, Mnna(iomci'r olJ. Vlorkinc Capital ond the Operating
Cycle C Mi Wor? Paper, Series No. I,
Cnlcuitn; dirm 1> ‘o cl’ " mnafcinont, 197.
Chadda, K-S. Inventory Manol”oinGnt lindia, Bombay, i.llicd

Publishers, 19"1.

Chapleer, A.E. Credit and Collectinn- Principles Practice,

New York: Mcfjraw Hill , 197/,

Chowdhury, /jiil B- /jialysis & Interpretation of Financial Statements

throufth Financial Ratios. Bombay, Orient Longmen.

Chiceminatto, P.M. "A practical Basis for Working Capital Management
in Doris, Lillian(ed), Handbook of Business

Finance, New York, Prentree Hall Inc. 1963.

Cohon, J.B., and Rabbins, S.M. The Financial Management.
Kew York; Harper and Row, 1966.

Dani, Hemant R, Sheet and How to Read THEM
Boinb' Joe!’ Makar and Society, 1973.

Deb, A. Materials Managciuf-nu. Calcutta; Academic Publishere, 19b
Edwards, Herbert, Cash Mana[,enient Handbook. Epping, Essex, Bowkei - 1976,

Firth, Michael. Mmaponert of Working Capital;
London: The Mucmill.on ProGS Ltd., 1976.

Gerstenberg, C.W. Financial Organisation and Management,

New York: Prentice Hill Inc. 1959.



28.

50.

31.

52.

53.

54.

35.

37.

38.

39N

2
Dhaka University Institutional Repository

Guptak R(ed) OrcaliisQtioii and Monacc™icnt of Public Enterprises;
Nciw Delhi; [1"at.-mtic Publishers F Diatributora,

Vol 18 2, 1978.

Habibullah, H. Some Aspects of Product> vJty”™ tJie™
N

of pakistnn, Dhaka: Bi-ireau of Economic Research,

Dhaka Univsrsity.

Habibullah M. TaduBtrial efficiency
Dhaka; Bureau of Economic Research, Doc. 1977+.

Habibullah, M. Employee-Centered Sui~rvision and Prod j~t" tj;»
jute Industry, Dhaka ; Bxireau of Buelness Research

Dec. 1980.

Hajra, S. Problems and prospects of Jute Industry, New Delhi;

Economic and Scientific Rese.arch Foundations, 1978.

Helfert, Erich H. Tochnigues of Fingwcial Analysis.
Homewood, Richai*d, D Irwin, 1967?.

Howard, B.B. upten, H. Introduction to Buolnesa Finimce; Nov, York:

Mc[;rawHill Book Co. Inc. 1953*

Howard Lealie B. Workijis Capitnl: Its Hanae°ment &. ConW

London: Hacdon."ild 1I0van Ltd. 1971*

Hunt, Pearson, William, Charles NUnd Dinaldson, Gordon.
Basic Business Financu- Text and Cases™j Richard D

Irwin, 1966.

Keneddy Ralph D,8 Me Hnllen S.Y. FinShcial Statcmonta - Foras.
Jtnalvsis and Interpretation,
Homeword I1l1linois, Richard D.

Irwin, 1968.

Kuchal S.C. Corporate- Finance Principles and Problem~*

Allahabad: Chaitanya Publishing House, 1977*

Financial Management: An fmalytical and Cortceptu”®

Appraoch: Allahabad: Chaitanya Publishing House, 1976



40,

41,

FH2,

N3,

45,

46,

47,

48.

49,

50,

51,

52,

53,

Dhaka University Institutional Repository

Mannan™ M.A. Industrial Finance in Bangladesht Dhaka.
Didar publishing House, 1975*

Mehta DiHip R. Working Capital Hanagcmecnt, New Jarsey.
prentice Hall, Inc. 197/,

Miahra R.K. Problems of Workinf, Capital Manancment with
with refercncc to solocted Public undertalcings in
India. New Delhi; Somiya publications Pvt* Ltd.,1975.

Mohsin M. Financial Planning pnd Control
New Delhi: Vikas Publishint; House Pvt Ltd. 1977.

Myer, John W. Financial ritatcincnts I'uKilyGis-Principlcs
Teclmiques. Delhi: Prentice Hall of India, 3rd edition,
197-8.

National Council of Applied Economic Research, Structure of
arVorlking Capital

New Delhi, 1975.
Naddor, E. Inventory Systems, Now York : Johnwilley & Sons,1966,

Niramers, Srwin Easer and GrunewaldMone, Basic Management Finance,

New York: West Publiahing
Company, 1975-

Orr, Donicl, Cash Mane¥Qment and Demand for money, New York:
Praeger publishers, 1970*

Pandey, 1.M. Financial Manaj'ement, Haw Delhi: Vikas publishing
House, 1st edition, 1979.

Rahman, Habibur(ed) Industrial Finrjinco in Bangladesh, Dhaka,
Dhaka University, 1976,

Raj, A Basant C. Corporate FIn;]ncial Management An Introduction,
New Delhi; Tata Mcgraw Hill publishing Co, Ltd, 1978.

A. Ramainoorthy, V.E. Workini; Capital Management
Madras: ffinctituto for Financial Manacement

and Research, 1978.

Reserve Bank of India Deport of the Study Group to Frame



55.

57.

58.

59.

60 -

61.

0

284

Dhaka University Institutional Repository

cno-aKu.. .,u B . — =
— Eastern L-“w Hou”e, "9/o0,

CD. 197'+-

_i-
EE ENEI S S N S S N

pnTit.icul Economy Of BfwA~rdeEh_._

m ~a: The Bangladesh Development

Studies, 1980.

, L m 1, Tnn T Tntmduction to Financicd
Solomon, E~3 . o.d John ' cliff.

Goodye;ir publishing Co. 1977*

r TTAn~ncial Manarcment and Poli~: New Delhi,

varmasy S, and Murthy,
and Sinons Ltd. 1976.

- B..
Rinehart cJid wuiston, igba.

/ A Fiii-mcial llrmJbook for Executives,®

A O«c. .,70.

ManuGcriptB

OnivorsitT"of Knlyani, India, 198"-
Onpublishacl Ph. D. Dissertation.

. .= T _v”2«r tinrl Control in the FA/ttlic
Hogxe, Md. J”irul. — —
.tor industrials in Banslad”gl”®.
umv~reity ot

Dhalia, 19



285'"-

Dhaka University Institutional Repository

3* Hye, Md, Abdul, » Acceptance and use of Budget by Managers of
Nationalised Industrial Enterprises in B.mgladeah.*

Unpublished Ph.D. Dissertation, University of Dhaka,1782.

Saha, Abinaya Chandra, *A Study of Some Problems of Vforking Capital
Muia(-emcnt in the Jute Mills of Dhaka Zone-lI,

BaneladcHh. Unpublished Ph.D. Dissert,'ition,
N-S University of Earoda, 1982,

C. Govommont publications. Official RcportG & Others.

1. Government of the People's Republic of Bangladesh. -The First Five
Year Plan, 1973-?~, Dhaka;, Planning Commission,

NI73.

2. The Two Year plan; 1978-80, Dhiika: Planning

Coinmission, 1978.

3. The Second Five Year plan, 1980-85,

Dhaka; Planning Commission, 1980.

The Third Five Year Plan, 1985-90

Planning Commission, 1986.

5. Annual Reports, Bangladesh Jute Mills Corpctt'ation, for the years
1981-82 to 1985- 86.

6.9 Audit Reports, Latif Bawany Jute Mills for the'YeniE 1981-82 to
1985- 86.

7. Audit Reports, Karim Jute Mills for the years 1981-82 to 1985- 86,

8. Audit Reports, Nabarun Jute Mills for the years 1981-82 to 1985- 86.

9. BIMC, Quarterly ~uto Goods Statistics, Vol 35,36,39,2*3-"8,
mW081-S2 tn 1985- 86.

10. r, M CGuidolinoi3 for Gxj|i CrcdilL, Circul_jr No. 67, 1979.

11. Government of Bangladesh, Report of Liquidity Gap Committee of
Nationalised Industries, 1978,

12. Bangladesh Bank, Economic Trends, Vol IV No.7, 1979.
13. BIMC, Problems of Jute Sector - As seen by BIMC 2nd ed. 1978.

14. President of Bangladesh, B.'uigladosh Industrial Enterx)risc*o
(Nationalisation) Oj-dor, 1972. The Bangladesh Gazette.



15.

16.

17.

18.

19.

20.

21.

22.

25.

2N,

Dhaka University Institutional Repository 286

4/

Ministry of Industries, Govemiwjnt of Bangladesh - InduBtrial
Policy, 1986.

Ministry of Financo and Planning, Governmtnt of Bangladesh -
Bangladesh Economic Survey 1973-7~ "0 1987- 88.

Audit Reports, Chittagaig Juto MBnhufacturing Co, Itd, for
the years 1982-83 to 1986-87,

Audit Keports, Victory Jute Products Ltd, for the years
1982-83 to 1986-87.

Audit Reports, Noapara Jute Mills Ltd. for the years
1982-83 to 1986- 87,

Annual Reports, Bangladesh Textile Mills Corporation, for
years 1982-B3 to 1986- 87,

Audit Reports, Monno(old) Textiles for the yenre 1982-83 to
198G-87*

Audit Reports, Quaderia Textiles for the years 1982-83 to
1986- 87.

Audit Reports, Satrang Textiles for the years 1982-83 to
1986- 87.

Stores Control Mannual of BTMC,





