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ABSTRACT

The o b j e c t i v e  of this s t u d y  has been to a n a l y z e  the i n p o r t a n c e  

of t r a n s p o r t  cost on the p a t t e r n s  of l o c a t i o n a l  and r e g i o n a l  

d i s t r i b u t i o n  of m a n u f a c t u r i n g  i n d u s t r i e s  in B a n g l a d e s h .  The 

s tudy c o v e r e d  the p e r i o d  long from the b i r t h  of P a k i s t a n  to 

the late eighties, B a n g l a d e s h  w i t h  an a g r o - b a s e d  e c o n o m y

e x p e r i e n c e d  a little cha n g e  in its b a s i c  e c o n o m i c  factors. T h e  

c o u n t r y ' s  e c o n o m y  is s t ill d o m i n a t e d  by a g r i c u l t u r a l  s e c t o r  

b e s i d e s  s e r v i c e  s e c t o r  w h i l e  i n d u s t r i a l  c o n t r i b u t i o n  is v e r y  

low. H a v i n g  a n a r r o w  i n d u s t r i a l  ba s e  the large s c ale 

m a n u f a c t u r i n g  s e c t o r  c o n t r i b u t e s  6 1 . 4 %  of the m a n u f a c t u r i n g  

v a l u e  a d ded w h i l e  small and c o t t a g e  i n d u s t r i e s  s e c t o r  p r o v i d e s  

e m p l o y m e n t  to about 8 2 . 2 %  of the t otal m a n u f a c t u r i n g  lab o u r  

f o r c e .

In so far r e g i o n a l  d i s t r i b u t i o n  of i n d u s t r i e s  is con c e r n e d ,

there e x i s t s  s i g n i f i c a n t  c o n c e n t r a t i o n  in the s p a t i a l  

d i s t r i b u t i o n  of i n d u s t r i e s  w i t h  m a x i m u m  c o n c e n t r a t i o n  in D h a k a  

f o l l o w e d  b y  C h i t t a g o n g ,  K h u l n a  and Rajshahi. The i m p o r t a n t

l o c a t i o n a l  f a c t o r s  c o n t r i b u t i n g  to the e x i s t i n g  p a t t e r n  of

d i s t r i b u t i o n  of i n d u s t r i e s  in B a n g l a d e s h  are a v a i l a b i l i t y  of 

raw m a t e r i a l s ,  p r o x i m i t y  to n a t u r a l  gas, market, c h e a p  and 

sk i lled s u p p l y  of labour, a d e q u a t e  s u p p l y  of p o w e r  and fuel 

etc. The role of g o v e r n m e n t  i n d u s t r i a l  p o l i c y  is also 

s i g n i f i c a n t  in this case. The role of D F I s  has also i m p o r t a n t
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be a r i n g  on i n d u s t r i a l  g r o w t h  in D h a k a  c o n u r b a t i o n  and 

C h i t t a g o n g  m e t r o p o l i t a n  area.

The s t u d y  h o w e v e r  c o n c e n t r a t e s  on the role of t r a n s p o r t  cost 

d e f i n e d  here as m a r g i n a l  cost of t r a n s p o r t i n g  a u n i t  of input 

or ou t p u t  to or fr o m  the p l a n t  as the most s i g n i f i c a n t  

d e t e r m i n a n t  of loc a t i o n  of i n d u s t r i e s  in B a n g l a d e s h .  The s t u d y  

f u r t h e r  e x t e n d s  to ma k e  o p t i m u m  loc a t i o n  a n a l y s i s  in case of 

j u t e  i n d u s t r y  in B a n g l a d e s h .  We a t t e m p t e d  to e x a m i n e  w h e t h e r  

the d o m e s t i c  j u t e  t r a n s p o r t a t i o n  s y s t e m  (from j u t e  g r o w i n g  

a r e a  to j u t e  m i l l s )  is o p t i m a l  w i t h  r e s p e c t  to the loc a t i o n  of 

jute i n d u s t r y  in B a n g l a d e s h .  A c o m p a r i s o n  b e t w e e n  the p r e s e n t  

p a t tern of flow of the same s h ows that p r e s e n t  location of the 

m i l l s  do not f o l l o w  o p t i m a l  co s t  b e n e f i t  a p p r o a c h  as such.

However, the o p i n i o n  is in favour of e i t h e r  the c h a n g e  in the 

p r o c u r e m e n t  of raw j u t e  p r o g r a m m e  or the r e l o c a t i o n  of the 

m i l l s  to o b t a i n  m i n i m a l  cost s u b j e c t  to the a s s u m p t i o n  c e t e r i s  

paribus, that o ther f a c t o r s  a f f e c t i n g  lo c a t i o n  have no impact 

in this regard.
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CHAPTER 1 

INTRODUCTION

The q u e s t i o n  of l o c a t i o n a l  d e c i s i o n ,  wi t h  the g r o w i n g  

i m p o r t a n c e  of i n d u s t r i a l i s a t i o n  and need for d i s p o s a l  of

i n d ustries has been and will c o n t i n u e  to be a vital issue in

i n d u s t r i a l  as well as r e g i o n a l  and d e c e n t r a l i s e d  d e v e l o p m e n t  

of a c o u n t r y  like Bangladesh'. As the e n t r e p r e n e u r s  m a k e  their 

c h o i c e  of location i.e. sel e c t  s ites for s e t t i n g  up their 

pl a n t s  in a p a r t i c u l a r  p l a c e  as c o m p a r e d  to others, a s p a t i a l  

d i s t r i b u t i o n  p a t t e r n  emerges. T h i s  p a t t e r n  may be o p t i m a l  wi t h  

respect to g i v e n  s tate of i n d e p e n d e n t  v a r i a b l e s  at the m a cro

level. Such o p t i m a l i t y  may be q u e s t i o n e d  for m i c r o  n o n ­

e c o n o m i c  as well as s o c i o - e c o n o m i c  c o n s i d e r a t i o n s .

The p r o c e s s  of i n d u s t r i a l i s a t i o n  .involves i n t r o d u c t i o n  of new

i n d u s t r i a l  unit or a new type of ind u s t r y  to a s p e c i f i c  region

or a location. Th i s  rai s e s  the q u e s t i o n  w h e t h e r  the r e s u l t a n t  

location p a t t e r n  of i n d u s t r y  is the o u t c o m e  of h a p h a z a r d  and 

f o r t u i t o u s  c i r c u m s t a n c e s  or w h e t h e r  some set of f a c t o r s  were 

r e s p o n s i b l e  in c r e a t i n g  the r e s u l t a n t  outcome. To seek an 

answer to the a bove q u e s t i o n  a s y s t e m a t i c  s t u d y  of the 

location a s p e c t  is n e c essary. In B a n g  ladesh a s t r a t e g y  of 

p l a nned d e v e l o p m e n t  has been followed. The s t udy a t t e m p t  to

ex a mine c e r t a i n  a s p e c t s  of loc a t i o n a l  p a t t e r n  of some m a jor

inriusf.ries in Bangla d e s h .
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The e m e r g e n c e  of loc a t i o n a l  s t u d i e s  as a d i s t i n c t  ar e a  wi t h i n  

spatial e c o n o m i c  a n a l y s i s  is an o u t c o m e  p a r t l y  of the 

inc r e a s i n g  t o p i c a l  s p e c i a l i s a t i o n  and p a r t l y  of the need to 

test the r a t i o n a l i t y  h y p o t h e s i s  of i n v e s t m e n t  b e h a v i o u r  v i s - a -  

vis l ocation p a t t e r n  of i n d u s t r i e s  in terms of e c o n o m i c  c o s t s  

and benefits.

1.1 L i t e r a t u r e  R e v i e w

The th e o r y  of the location of i n d u strial a c t i v i t y  is a well 

d e v e l o p e d  field of s t u d y  b e g i n n i n g  w i t h  the w o r k  of Von 

Thuneni, a G e r m a n  a g r i c u l t u r a l i s t ,  best known for his 

p i o n e e r i n g  w o r k  on the ef f e c t  of t r a n s p o r t a t i o n  cost and land 

cost on a g r i c u l t u r a l  location. The p r o b l e m  on w h i c h  he tried 

to w o r k  is how will a g r i c u l t u r a l  p r o d u c t i o n  d e v e l o p  and how 

will the s h o r t e r  or longer d i s t a n c e  from the c i t y  a f f e c t  the 

c u l t i v a t i o n  of a v a i l a b l e  land if it is to be c a r r i e d  on in the 

most r a t i o n a l  i.e. e c o n o m i c a l l y  e f f i c i e n t  manner. He showed 

that heavy p r o d u c t s ,  in p r o p o r t i o n  to value, and p e r i s h a b l e s  

wo uld be p r o d u c e d  c l ose to the town w h i l e  lighter and d u r a b l e  

g o o d s  w ould be p r o d u c e d  on the periphery. As t r a n s p o r t  costs 

to the ci t y  increased wi t h  distance, c e t e r i s  p a r i b u s  the 

returns to the land w o uld d i m i n i s h  as well. At a c e r t a i n  

d i s t a n c e  from the city, land rent would b e c o m e  zero f o l l o w i n g  

the R i c a r d i a n  theory of rent. The exact d i s t a n c e  would be a 

function of p r i c e  r e l a t i o n s h i p s .  M o r e o v e r  if land rent vary.
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then the ‘inten s i t y  of c u l t i v a t i o n  will vary, with land being 

used less i n t e n s i v e l y  as it b e c o m e  less valuable.

At the turn of the century. Von T h u n e n ' s  s c h e m e  in his 

a g r i c u l t u r a l  location was used by a G e r m a n  economist, Al f r e d  

Weber2, to d e r i v e  the theory of the location of industries. 

Till the Second World War i n d u s t r i e s  we r e  located f o l l o w i n g  

the W e b e r i a n  M a t e r i a l  Index, MI ( M a t e r i a l  Index is equal to 

w e i g h t  of the raw m a t e r i a l s  d i v i d e d  by w e i g h t  of the final 

p r o d u c t )  (see 6 . 4.3 for detai l s ) .  If MI is g r e a t e r  than one, 

the i n d u s t r y  is located near the p l a c e  w h e r e  raw m a t e r i a l s  are 

available, if MI is less than one, it is located n e a r  the 

m a r k e t  p l a c e  and if equal to one, it is located a n y w h e r e  

b e t w e e n  the two. In W e b e r ' s  s i m p l i f i e d  w o rld t hree f a c t o r s  

i n f l u e n c e  i n d u s t r i a l  location. T h e s e  are the two g e n e r a l  

re g i o n a l  f a c t o r s  of t r a n s p o r t  and labour c osts and the local 

f a c t o r s  of a g g l o m e r a t i v e  or d e g l o m e r a t i v e  forces. In his 

o p i n i o n  a p l a n t  should be c o n s t r u c t e d  at a location w here the 

cost of p r o d u c t i o n  i n c l u d i n g  t r a n s p o r t a t i o n  cost to 

c o n s u m p t i o n  c e n t r e s  will be lowest. Weber, however, ignores 

the c o n c e p t  of m a r k e t  area and d e m a n d  factors, w h i c h  sh o u l d  be 

con.sidered c a r e f u l l y  in l o cation d e c i s i o n .  Least

t r a n s p o r t a t i o n  cost m i g h t  be one of the most i m p o r t a n t  

d e t e r m i n i n g  f a c t o r s  b e s i d e  ma r k e t  ar e a  and d e m a n d  factors. As 

soon as d e m a n d  is a l l o w e d  to va r y  in s p a c e  the least cost 

location d o e s  not n e c e s s a r i l y  y i e l d  m a x i m u m  p r o f i t  s i nce it 

may be p r e f e r a b l e  to mo v e  to a new l o cation with higher un i t

3
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costs but w here g r e a t e r  s a les will i ncrease total profit. 

A l t e r n a t e l y  m o d e s  of t ran.spor ta 1 1 on have to improve to 

o u t w e i g h  i n f l u e n c e s  of other factor. T r a n s p o r t  r e v o l u t i o n  

since World War II is a t e s t i m o n y  to this and r e l o c a t i o n  of 

in d ustries by g e n e r a t i o n  of t e c h n o l o g y  and v a lue added is a 

t e s t i m o n y  to this.

The next m a j o r  c o n t r i b u t i o n  came fr o m  the S w e d i s h  E c o n o m i s t  

Tord P a l a n d e r ^  in 1935. He d e a l s  with the p r o b l e m s  of ma r k e t  

area by t a k i n g  the s i m p l e  case of two firms m a k i n g  the same 

p r o d u c t  for a linear market. G i v e n  the p l a c e  of p r o d u c t i o n ,  

the c o m p e t i t i o n  c o n d ition, f a c t o r y  co.^ts and t r a n s p o r t a t i o n  

rates, P a l a n d e r  d e m o n s t r a t e s  how do e s  p r i c e  affect the ex t e n t  

of the area in w h i c h  a c e r tain p r o d u c e r  can sell his g o o d s  and 

how the b o u n d a r y  b e t ween the two m a r k e t  a r e a s  will be a r r i v e d  

at. P a l a n d e r  i l l u s t r a t e s  a n u m b e r  of v a r i a t i o n  on the s i t u a t i o n  

w h i c h  c h a n g e s  the r e l a t i v e  v a l u e s  of the p l a n t  p r i c e s  and the 

fr e ight charge, both of w h i c h  af f e c t  the b o u n d a r y  b e t w e e n  the 

two m a r k e t  areas. The size of the m a r k e t  ar e a  that a firm 

c o n t r o l s  will i n f l u e n c e  the p r o f i t  that it makes. The s a les 

area and the p r o f i t s  of any one firm will be i n f l u e n c e d  by the 

l o c a t i o n a l  d e c i s i o n s  and other a c t i o n s  of c o m p e t i t o r s ,  and 

Palander, in his two p r o d u c e r  ca-ses d e v e l o p s  a s i m p l e  t h e o r y  

of s p a t i a l  d u o p o l i s t i c  com p e t i t i o n .  P a l a n d e r ' s  w o r k  is m u c h  

more than a r e f i n e m e n t  and e x t e n s i o n  of Weber. The 

in t r o d u c t i o n  of m a r k e t  ares a n a l y s i s  in the c o n t e x t  of spat i a l

Dhaka University Institutional Repository



c o m p e t i t i o n  b e t w e e n  firiris added an i m p o r t a n t  d i m e n s i o n  to the 

Weberian framework.

Edgar H o o v e r ' s ^  c o n t r i b u t i o n  to the ind u s t r i a l  location 

theory d e s e r v e s  to be c o n s i d e r e d  next. H o o v e r  starts with the 

a s s u m p t i o n  of p e r f e c t  cotnpet i t ion b e t w e e n  p r o d u c e r s  or s e l l e r s  

at any one location and p e r f e c t  m o b i l i t y  of fact o r s  of 

p r o d u c t i o n  and takes t r a n s p o r t a t i o n  c o sts and p r o d u c t i o n  or 

e x t r a c t i o n  c o s t s  as the d e t e r m i n a n t s  of location. To c o n s i d e r  

e x t r a c t i v e  i n d u s t r i e s  he a s s u m e s  f u r ther that the location of 

d e p o s i t s  are given. U n der these two a s s u m p t i o n s  he a t t e m p t s  to 

d e t e r m i n e  the area that each p r o d u c i n g  p o i n t  will serve. 

H o o v e r  c o n s i d e r s  that the d e l i v e r e d  p rice to any b u yer will be 

the cost of e x t r a c t i o n  plus t r a n s p o r t  costs. As long as the 

cost of e x t r a c t i o n  d o e s  not v a r y  with output, t r a n s p o r t  cost 

are the on l y  v a r i a b l e  a f f e c t i n g  price, but H o o v e r  e x t e n d s  his 

a n a l y s i s  to include the i n f l u e n c e  of d i m i n i s h i n g  returns. He 

ar g u e s  that e x t r a c t i v e  i n d u s t r i e s  c h a r a c t e r i s t i c a l l y  o p e r a t e  

in a s i t u a t i o n  w h e r e  a v e r a g e  cost rises with i n c r e a s e  in 

p r o d u c t i o n  as the m a r k e t  area gets bigger. U n d e r  this 

c i r c u m s t a n c e s  o ther p r o d u c e r s  will be e n c o u r a g e d  to set up in 

i n t e r m e d i a t e  l o c a t i o n s  to s erve a r eas with r e l a t i v e l y  high 

d e l i v e r e d  price, but if d e l i v e r e d  p r i c e  d i f f e r s  a little from 

the p o int of p r o d u c t i o n  a small n u m b e r  of p r o d u c e r s  will tend 

to s u p p l y  large areas.
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After i n t r o d u c i n g  his a n a l y s i s  in the c o n t e x t  of e x t r a c t i v e  

industries, H o o v e r  turns to m a n u f a c t u r i n g .  Following? W e b e r  he 

points out that in the a b s e n c e  of d i f f e r e n c e  in r’roduo t i o n

cost the best location will be at the point of m i n i m u m  

transport cost, w h i c h  may be at a mat e r i a l  source, at the

narket or at an i n t e r m e d i a t e  point. But H o o v e r  goes f u r ther

than W eber by s h o w i n g  how d i f f e r e n t  s e c t i o n s  of the mar k e t  

will be se r v e d  by d i f f e r e n t  p r o d u c i n g  points, a mat t e r  that is 

c o n s i d e r e d  by P a l a n d e r  also.

The e a r l y  l o cation theory, however, has been c r i t i c i z e d  for

its a b s t r a c t i o n  from demand. L o c a t i o n  is seen largely as a 

p r o d u c t  of s p a t i a l  cost d i f f e r e n c e s ,  w i t h  v a r i a t i o n s  from 

p l a c e  to p l a c e  in sales p o t e n t i a l  v i r t u a l l y  ignored. H o o v e r ' s  

w o r k s  do not es c a p e  this c r i t i c i s m  for his a n a l y s i s  of the

d e m a n d  f a c t o r  was c o n f i n e d  to s h o w i n g  what m a r k e t  area a given

location w ould serve, w i t h  the ‘effect of the v o l u m e  of d e m a n d  

on l ocation not b eing consi d e r e d .  It was 1954 when the G e r m a n

E c o n o m i s t  Aufin.'^t L o s c h ®  p r o d u c e d  the first g e n eral th e o r y  of

location with d e m a n d  as the m a j o r  s p a t i a l  variable. L o s c h  

r e j ects the least cost location a p p r o a c h  of Weber and his 

f ollo w e r s  and also the a l t e r n a t i v e  of s e e k i n g  the l o cation at 

w h i c h  r e v e n u e  only is greatest. He r e m a r k s  that the g r e a t e s t  

p r o f i t  a t t a i n a b l e  at any point of f a c t o r y  l ocation can be 

d e t e r m i n e d  fr o m  the cost and d e m a n d  c o n s i d e r a t i o n s  j o i n t l y  and 

s u c h  a p l a c e  of g r e a t e s t  f i n a n c i a l  p r o f i t  would also 

ind i c a t e  the o p t i m u m  l o cation of an industry. L o s c h  a s s u m e s  a
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broad h o m o g e n e o u s  p l ain with an even d i s t r i b u t i o n  of raw 

tTifi ter i and uniforin t r a n s p o r t  r a tes in all d i r e c t i o n s ,  while 

the a g r i c u l t u r a l  p o p u l a t i o n  is e v e n l y  d i s t r i b u t e d  and all 

i n d i v i d u a l s  ^lave identionl tastes, t e c h n i c a l  k n o w l e d g e  and

econoHI i c o p p o r t u n i t i e s .

In c o n s i d e r i n g  industry^ the q u e s t i o n  posed is if f a r mers 

start p r o d u c i n g  a s u r p l u s  of some c o m modity, what s p a t i a l  

e c o n o m i c  p a t t e r n  will e v e n t u a l l y  c o n s t i t u t e  a s t a t e  of

e q u i l i b r i u m .  L o s c h  d e m o n s t r a t e s  if a s i n g l e  fa r m e r  d e c i d e s  to 

p r o d u c e  a s u r p l u s  then his s a l e s  ar e a  will be c i r c u l a r  b o u n d e d  

by a locus of p o i n t s  at w h i c h  his p r i c e  b e c o m e s  too high. But 

if o t her can p r o d u c e  a s u r p l u s  and e n t e r  into trade,

c o m p e t i t i o n  g r a d u a l l y  w o uld reduce the size of s a l e s  a r e a s  

till u l t i m a t e l y  b e c o m e  h e x a g o n a l  (not c i r c u l a r )  in .-shape as 

all s p a c e  b e c o m e s  filled.

As d i f f e r e n t  g o o d s  are p r o d u c e d  a s y s t e m  of h e x a g o n s  will

arise for each industry, wi t h  the size of m a r k e t  area v a r y i n g

firm i n d u s t r y  to i n d u s t r y  a c c o r d i n g  to the n a t u r e  of the

product. L o s c h  then s u p e r i m p o s e s  all the i n d i v i d u a l  s y s t e m s  so 

that all have at least one p r o d u c t i o n  c e n t r e  in common. At

this centre, w here e v e r y  p r o d u c t  is made, there will be

m e t r o p o l i s  and at o t her p l a c e s  w h e r e  two or m o r e  p r o d u c t i o n

po i n t s  c o i n c i d e  there will be town or cities. L o s c h  s hows how

c o n c e n t r a t i o n  of towns will occur in c e r t a i n  p a r t s  of the

u n i f o r m  plain. If the i n d ividual system.s of h e x a g o n s  are all
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rot.ated about th<? common c e n t r e  of the m e t r o p o l i s ,  it ip found 

that a p a t t e r n  can be formed in w h i c h  there are six s e c t o r s  

with m a n y  p r o d u c t i o n  s i t e s  c o i n c i d i n g ,  w h e r e  the g r e a t e s t  

c o i n c i d e n c e  of p r o d u c t i o n  s i tes exist, the m a x i m u m  n u m b e r  of 

p u r c h a s e s  can be m a d e  l o c a l l y  and t r a n s p o r t  c o sts are 

m i n imised. T h i s  is the o p t i m a l  s p a t i a l  a r r a n g e m e n t  of e c o n o m i c  

a c t i v i t y  w h i c h  f u l fils the o r i g i n a l  e q u i l i b r i u m  c onditions.

Like any o t her a t t e m p t  to t h e o r i s e  a b out the loc a t i o n  of 

e c o n o m i c  a c t i v i t y  L o s c h ' s  work has its w e a k n e s s e s .  P e r h a p s  the 

most s e r i o u s  of those is his f a i lure to c o n s i d e r  s p e c i a l  cost 

v a r i a t i o n s ,  w h i c h  w e r e  e l i m i n a t e d  by his a s s u m p t i o n  of u n i f o r m  

plan wi t h  e v e n l y  d i s t r i b u t e d  m a t e r i a l s  and p o p u l a t i o n .  It is 

seen that a f ter c r i t i c i z i n g  the o n e - s i d e d n e s s  of the least 

cost appro a c h ,  L o s c h  go e s  to the o ther e x t r e m e  and c r e a t e s  an 

i d e a l i z e d  s p a c e  e c o n o m y  in w h i c h  d e m a n d  in ef f e c t  d e t e r m i n e d  

the lo c a t i o n  of pro d u c e r s .  In the e q u i l i b r i u m  s i t u a t i o n  the 

v i a b l e  l ocation is one that c o m m a n d s  a s ales area of c e r t a i n  

size. C o s t  f a c tors enter the a n a l y s i s  only t h r ough t r a n s p o r t  

c osts l i m i t i n g  the si.r.e of m a r k e t  a r e a s  (i.e. by their effect 

on d e m a n d )  and t h r o u g h  the a g g l o m e r a t i o n  a d v a n t a g e s  i mplicit 

in the e m e r g e n c e  of Lo.sch's six s e c t o r s  of ma n y  towns the 

p a t tern that m a x i m i s e s  e f f e c t i v e  demand. L o s c h  has also been 

c r i t i c i s e d  on the g r o u n d s  that "his ideal s y s t e m  of location 

could be b r o u g h t  a bout only by s t r o n g  and e f f e c t i v e  state 

d i r e c t i o n  in a r e g i m e n t e d  system; in o t h e r  words, it is
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irrelevant to a c o m p e t i t i v e  c a p i t a l i s t  e c o n o m y  where location 

decision by i n d ividual p r o d u c e r  is more c o m p l e x  a p h e n o m e n a .

Melvin Greenhutf^, however, took the first major a t t e m p t  to 

integrate the least cost and loc a t i o n a l  i n t e r d e p e n d e n c e  

theories in his "Plant L o c a t i o n  in th e o r y  and in p r a c t i c e . "  

G r e e n h u t  a r g u e s  that it is s o m e w h a t  s u r p r i s i n g  that L o s c h  

at t e m p t e d  to a b s t r a c t  from cost by a s s u m i n g  a h o m o g e n e o u s  land 

surface. M u c h  mo r e  s u r p r i s i n g  is the fact that he failed to 

stress that even u n d e r  this t e n u o u s  a s s u m p t i o n  u n e q u a l  costs 

would a r i s e  at a l t e r n a t i v e  locations. S i n c e  d i f f e r e n t i a l  

follow n o r m a l l y  from the d i f f e r e n c e s  in t r a d i n g  a r e a s  of 

d i v e r s e  products, t h ese d i f f e r e n c e s  in m a r k e t  area m a n i f e s t

the a d v a n t a g e s  of a g g l o m e r a t i o n ,  in turn, the a d v a n t a g e s  of

a g g l o m e r a t i o n  may be g o v e r n i n g  on the i n t r a - i n d u s t r y  as well 

as b e t w e e n  i n d u s t r i e s  interaction,

G r e e n h u t ' s  g e n e r a l  location theory doesn't, u n l i k e  that of

Lo.sch, a b s t r a c t  from costs. Instead he a t t e m p t s  to d e t e r m i n e

the c o n d i t i o n s  of l o c a t i o n s  of l o c a tional e q u i l i b r i u m  when 

f i rms aim at m a x i m i z i n g  profits, but w h e r e  c o s t s  are a l l o w e d  

to v a r y  and w h e r e  d e m a n d  i n f l u e n c e s  are a f f e c t e d  by the 

p o s s i b i l i t y  of l o c a t i o n a l  i n t e r d e p e n d e n c e .  He first a s s u m e s  a 

well d e v e l o p e d  economy, and that at a g i v e n  p o i n t  of time a 

new p r o d u c t  is innovated. Under the s i m p l i f y i n g  a s s u m p t i o n s  of 

zero c osts e v e r y w h e r e  and i d e n tical d e m a n d s  the i n n o v a t i n g  

firms locates at the c e n t r e  of the m a r k e t  area. As firm enter
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the i n d u s t r y  they will locate e i t h e r  in the a reas not 

p r e v i o u s l y  supplied, at the side of the innovator, or at a 

site d i s t a n t  from him d e p e n d i n g  upon d e m a n d  influences. If the 

a s s u m p t i o n  of zero c o sts is relaxed, cost d i f f e r e n t i a l s  will 

also e xert their impact on the u l t i m a t e  locations. Ea c h  new 

entrant will s e e k  the l ocation from w h i c h  its s a les to a g i v e n  

num b e r  of b u y e r s  can be s u p p l i e d  at the lowest total costs. As 

more and more c o m p e t i t o r s  a r r i v e  bo t h  c o s t s  and re l a t i v e  

d e m a n d  at each site will change. E v e n t u a l l y ,  the s u c c e s s f u l  

a t t e m p t s  of c o m p e t i t o r s  to locate at the m a x i m u m  p r o f i t  site 

will so r e d u c e  the m a r k e t  a reas of firms as to cut profits, 

u l t i m a t e l y  l e a ding to a s tate of l o c a t i o n a l  e q u i l i b r i u m .  

E q u i l i b r i u m  can be d i s t u r b e d  ei t h e r  by c h a n g e s  in d e m a n d  or by 

c h a n g e s  in costs. Demand c h a n g e s  will not s i m p l y  af f e c t  the 

n u m b e r  of f irms in the industry, but may also lead to d i r e c t  

ch a n g e s  in sites. In this way, d e m a n d  b e c o m e s  an a c t i v e  

d e t e r m i n a n t  of ea c h  location.

W a l t e r  I s a r d ’̂, in 1956, in his l ocation and space economy, 

a t t a c h e s  g r e a t  i m p o r t a n c e  to the fusion of location t h e o r y  

wi t h  o t h e r  b r a n c h e s  of e c o n o m i c  theory, w h i c h  he a t t e m p t s  

t h r o u g h  the well known s u b s t i t u t i o n  p r i n c i p l e  c o u p l e d  w i t h  the 

c o n c e p t  of t r a n s p o r t  inputs, Like most e a r l i e r  l o cation 

theorists, Isard g i v e s  much a t t e n t i o n  to the t r a n s p o r t  factor. 

The g e n e r a l i s e d  theory of Isard d e f i n e s  the t r a n s p o r t  input 

"as the m o v e m e n t  of a unit of w e i g h t  over a un i t  d i s t a n c e "  

that could be s u b s t i t u t e d  for o ther inputs su c h  as labour,
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f.axfts, land and capital, in the p r o f i t  m a x i m i z i n g  d e c i s i o n  

p r o cess of t.he firm. Li k e  most e a r l i e r  location theorists, 

Isard g i v e s  m u c h  a t t e n t i o n  to the t r a n s p o r t  factor. He pu t s  

t r a n sport inputs, p r e v i o u s l y  r eferred to as d i s t a n c e  inputs, 

on the sa m e  level as the four c o n v e n t i o n a l l y  r e c o g n i s e d  

factors of p r o d u c t i o n  (land, labour c a p i t a l  and e n t e r p r i s e s )  

as r e q u i r e m e n t  of the p r o d u c t i v e  process. He d o e s  this not 

n e c e s s a r i l y  to p o i n t  out that t r a n s p o r t  need be r e g a r d e d  as 

a n o t h e r  f a c t o r  of p r o d u c t i o n ,  but to e m p h a s i s e  the i m p o r t a n t  

role t r a n s p o r t  inputs p l a y  in p r o d u c t i o n  and c o n s u m p t i o n  

d e c i s i o n  pro c e s s e s .

The d e v e l o p m e n t  of location theory in the 1 9 6 0 's has b e c o m e  

highly m a t h e m a t i c a l .  L i n e a r  and n o n l i n e a r  p r o g r a m m i n g  has been 

i n t r o d u c e d  as a method of t h e o r e t i c a l  analysis. A p r i m e  

exam p l e  of this trend is the work of C o o p e r ®  who has a 

g e n e r a l i z e d  W e b e r ' s  p r o b l e m  of ’fin d i n g  the m i n i m u m  t r a n s p o r t  

cost site for one firm to that of n f a c t o r i e s  g i ven m d e m a n d  

s i t e s .

T h e o r y  by itself can do nothing, the e f f e c t i v e n e s s  of a the o r y  

should st e m  from its c a p a b i l i t y  in ope r a t i o n .  A m a j o r  w e a k n e s s  

of the g e n e r a l  t h e o r y  of location and s p a c e  e c o n o m y  lies in 

the fact that it n e g l e c t s  the g e n e r a l i z a t i o n ,  

c o m p r e h e n s i v e n e s s  and total action of v a r i o u s  f o r c e s  b o t h  in 

p o l i t i c a l  and s o c i o - e c o n o m i c  i n t e r r e l a t i o n s h i p s .  W. A l o n s o ®  

noti c e d  how the location p a t t e r n  is c a r r i e d  out in practice.
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The m a j o r i t y  of b u s i n e s s m e n  do not c o n s c i o u s l y  go t h r o u g h  the 

analysis in the form of l o g i c a l l y  d e c i d i n g  the l ocation of

industries. T h e y  are f a m i l i a r  wi t h  the o p e r a t i o n  of their

industry, they know w h e r e  their m a r k e t  is and w h e r e  their raw

m a t e rials come from, and from this g e n e r a l  k n o w l e d g e  they can

pick the likel i e s t  s p ots and i n v e s t i g a t e  them further. The

b u s i n e s s m a n  will then, if he is p r udent, do a c a r e f u l

c o m p a r a t i v e  e x a m i n a t i o n  of the a l t e r n a t i v e s .  He will check

t r a n s p o r t  costs, f r e q u e n c y  of s c h edules, labour a v a i l a b i 1 ity

rates, q u a l i t y  and o r g a n i z a t i o n ,  p o w e r  costs, local t axes and

prospects, a v a i l a b l e  sites, climate, the h o u s i n g  s i t uation,

e d u c a t i o n a l  o p p o r t u n i t i e s ,  a v a i l a b i l i t y  of f i n a n c e  and cost of 

borrowing. G o v e r n m e n t  ( i n d u s t r i a l )  p o l i c y  and any o ther factor 

that has i m p o r t a n c e  for his operation.

The rise of m o d e r n  i n d u s t r i a l i z a t i o n  in the mid e i g h t e e n t h

c e n t u r y  to the e a r l y  p arts of the n i n e t e e n t h  began in Britain. 

The m o m e n t u m  came from i n n o v a t i o n s  in the s p i n n i n g  . and w e a v i n g  

of cotton and c o t t o n  t e x t i l e s  w h i c h  o v e r t o o k  wool

m a n u f a c t u r i n g  to b e c o m e  the l e a ding v a l u e  added p r o d u c t  in 

m a n u f a c t u r i n g  sector. The m o d e r n  c o n c e p t  of i n d u s t r i a l i s a t i o n  

is the p r o c e s s  of c r e a t i o n  of i n s t i t u t i o n s  for m a n u f a c t u r i n g  

which adds v a l u e  to inputs t h r o u g h  t r a n s f o r m a t i o n  into final 

or i n t e r m e d i a t e  product. The e a r l y  i n d u s t r i a l i s a t i o n  cent r e d  

around two b a s i c  c o m p o n e n t s  i.e. i m p r o v e m e n t  of t e c h n o l o g y  and 

s p e c i a l i s a t i o n .  Wi t h  hi g h e r  p r o d u c t i v i t y  taken as the 

o b j e c t i v e  A d a m  S m i t h  in 1770's e m p h a s i z e d  s p e c i a l i s a t i o n  and
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the d i v i s i o n  of labour as the b asis for higher p r o d u c t i v i t y .  

Tha inn o v a t i o n  that a l l o w e d  coal to be used in m p l t i n S  iron 

and J a mes W a t t ' s  i m p r o v e m e n t  of S team E n g i n e  opened the door 

for s u p e r i o r  technology.

The i n t r o d u c t i o n  of new t e c h n o l o g y  in the field of co t t o n

textiles, iron m e l t i n g  and s t e a m  e n g i n e  u s h e r e d  in a n e w  era

in the field of i n d u s t r i a l i z a t i o n .  The impact of this

d e v e l o p m e n t  in R a i l w a y  i n t e g r a t e d  the n a t i o n a l  m a r k e t s  and 

s t i m u l a t e d  d e m a n d  for steel and iron. With steel and s t e a m  

power, b i g g e r  and more r e l i a b l e  s h ips could be built. F r e i g h t  

cost dro p p e d ,  w h i c h  e n a b l e d  such p r e v i o u s l y  re m o t e  a r e a s  as 

the A m e r i c a n  M i d - W e s t  to p r o d u c e  a g r i c u l t u r a l  p r o d u c t  on a 

large s c ale for a d i s t a n t  m a r k e t  in E u r o p e  such as B elgium, 

France, G e r m a n y  and the U n i t e d  S t a t e s  began also to

i n d u s t r i a l i z e  d u r i n g  this pe r i o d  t h r o u g h  a d o p t i o n  of 

t e c h n o l o g y  and p r o t e c t i v e  tariff'.

The fast e x p a n s i o n  of large s c a l e  and h e avy i n d u s t r i e s  d u r i n g  

the f irst one hundred y e a r s  of mo d e r n  i n d u s t r i a l i z a t i o n  was 

c h a r a c t e r i s e d  by a s u b s t a n t i v e  b oost in world o u t p u t  and 

i n t e r n a t i o n a l  trade. The trend has g e n e r a l l y  been a t t r i b u t e d  

to e c n n o m i c  s p e c i a l i s a t i o n  and e x p o r t  p r o m o t i o n  p o l i c i e s  

p r a c t i s e d  by Western a d v a n c e d  e c o n o m i e s  d u r i n g  the pe r i o d  

be tween 1820 to 1970 tog e t h e r  with the t r a n s p o r t  r e v o l u t i o n s  

b r o u g h t  by r a i l w a y s  and s t e a m  ships. C o n s e q u e n t l y  the c o n cept 

of a world m a r k e t  wi t h  c o m p e t i t i v e  t r a d i n g  i n t e r e s t s  grew.
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It was s till left for the e a rly t w e n t i e t h  c e n t u r y  e c o n o m i c  

th i n k e r s  to identify t r a n s p o r t  and c o m m u n i c a t i o n  as an 

e s s e n t i a l  c o m p o n e n t  of the i n f r a s t r u c t u r e  for e c o n o m i c  growth.

The l o c a t i o n a l  a n a l y s i s  of i n d u s t r i e s  in B a n g l a d e s h  in the 

p r e s e n t  s t u d y  is not linked w i t h  the p e r s p e c t i v e  of 

i n d u s t r i a l i z a t i o n  in the past two c e n turies. The s t udy is 

e s s e n t i a l l y  an attempt to find out if at all there e xist cause 

and e f f e c t  r e l a t i o n s h i p  b e t w e e n  t r a n s p o r t  and d e t e r m i n a t i o n  of 

an i n d u s t r i a l  site on the b asis of e m p i r i c a l  evidence. The 

e a r l i e r  two s t u d i e s  c a r r i e d  out p r ior to 1971 b a s i c a l l y  

d e s c r i b e d  c o n c e n t r a t i o n  of i n d u s t r i e s  and c a l c u l a t e d  index of 

c o n c e n t r a t i o n i o .

In a d d i t i o n  to s e e k i n g  the a m o u n t s  to be s h i p p e d  from o r i g i n s  

to d e s t i n a t i o n s ,  C o o p e r ^  (1971) a t t e m p t s  to find at the 

same time the o p t imal l o c a t i o n s  of t h ese s o u r c e s  w i t h  r e s p e c t  

to a fixed and known set of d e s t i n a t i o n s .  C o o p e r ' s  (1971) 

p r o b l e m  is known as t r a n s p o r t a t i o n  location problem. He 

f o r m u l a t e d  this p r o b l e m  in the f o l l o w i n g  manner:
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m n

m i n Z .  Y: E  Yjj,
i -1 >  1

n

Subjectto  y < C_j-, i - 1, . .
J-1

m

E  ^'ij^ .......^•

m.

i= 1

Whe r e ,

n - N u m b e r  of fixed and knowfu l o c a t i o n s  called
d e s t i n a t i o n s  wi t h  c o o r d i n a t e s  (Xdj, Y d j ).

m = N u m b e r  of s o u r c e s  from w h i c h  the p r o d u c t s  are to be
s h i p p e d  with c o o r d i n a t e s  (Xi, Yi),

Cl = L i m i t a t i o n s  on the c a p a c i t y  of s o u r c e  i to s u p p l y
the product.

Bj = W e i g h t  r e l a t i n g  to d e s t i n a t i o n  r e q u i r e m e n t s .

The arc j o i n i n g  a s o u r c e  and a d e s t i n a t i o n  r e p r e s e n t s  the
r o ute t h r o u g h  w h i c h  the c o m m o d i t y  is t r a n s p o r t e d .

Wij= amount.s to be s h i p p e d  from s o u r c e s  i to, d e s t i n a t i o n  
j  •

The a bove m e n t i o n e d  m a t h e m a t i c a l  f o r m u l a t i o n  s t a t e s  that the 

l o c a t i o n s  for the s o u r c e s  d e s i g n a t e d  by c o o r d i n a t e  (Xi, Yi) 

and the a m o u n t  to be s h i p p e d  from s o u r c e s  i to d e s t i n a t i o n  j 

( d e s i g n a t e d  by Wij) are to be d e t e r m i n e d  w i t h  the o b j e c t i v e  of 

min i m i?:at ion of total cost s u b j e c t  to c a p a c i t y  and r e q u i r e m e n t  

c on s t r a i n t s .  C o o p e r  (1971) d e f i n e s  a set of "cost fun c t i o n s '  

that d e p e n d  on the r e l a t i v e  l o c a t i o n s  of the s o u r c e s  wi t h  

r e s pect to the d e s t i n a t i o n s ,  d e s i g n a t e d  by Y(Xcij, Ydj , Xi, Yi)
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= cost of s u p p l y i n g  unit q u a n t i t y  to the j t h  d e s t i n a t i o n  from 

the ith source.

The p r e s e n t  s t u d y  tried to m a k e  the use of the s i m p l e r  v e r s i o n  

of C o o p e r ' s  (1971) problem. The o b j e c t i v e  here is to m i n i m i z e  

the total t r a n s p o r t  cost b e t w e e n  n u m b e r  of s o u r c e s  and fixed 

d e s t i n a t i o n s .  Detail d e s c r i p t i o n  of this problem, its 

a p p l i c a t i o n  and a n a l y s i s  is g i v e n  in C h a p t e r  7.

1.2 O b j e c t i v e s  of the S t u d y

The p r e s e n t  s t u d y  d r e w  my a t t e n t i o n  in v i e w  of its i m p o r t a n c e

in f i n d i n g  out right d i m e n s i o n  of i n d u s t r i a l i s a t i o n  and 

d e t e r m i n i n g  even r e gional d i s t r i b u t i o n  of i n d u s t r i e s  a i m i n g  at 

e c o n o m i c  d e v e l o p m e n t  in a d e v e l o p i n g  c o u n t r y  like ours. Th i s  

s t u d y  is an e n q u i r y  into the q u e s t i o n  w h e t h e r  t r a n s p o r t  cost 

is the b a s i c  d e t e r m i n i n g  factor of l o c a l i s a t i o n  of m ajor

i n d u s t r i e s  in Bangl a d e s h .  T r a n s p o r t  cost m e ans cost of

t r a n s p o r t i n g  m a r g i n a l  unit of input to or ou t p u t  from the 

plant. Our a t t e m p t  is to test the h y p o t h e s i s  that the r e g i o n a l  

c h a n g e  in an i n d u s t r y ' s  v a l u e  of ou t p u t  is a fu n c t i o n  of the 

m a r g i n a l  cost of p r o c u r i n g  input or t r a n s p o r t i n g  ou t p u t  and of 

a g g l o m e r a t i o n  v a r i a b l e s  ( C h a p t e r  6) and ma k e  use of s i m p l e r  

v e r s i o n  of C o o p e r ' s  (1971) p r o b l e m  ( C h a p t e r  7).

The o b j e c t i v e  of this s t u d y  is to p r o v i d e  part of the b asis 

for p o l i c y  d e c i s i o n s  with r e s pect to the location of m a j o r  

i n d u s t r i e s  in B a n g l a d e s h .  Wi t h  this end in view, an atte m p t
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has been made to p r e s e n t  the e x i s t i n g  l o c a t i o n a l  p a t t e r n  of

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

lo c ational b e h a v i o u r  of industries.

1.3 M e t h o d o l o g y

L o cation is not a new area of study. So far a n u m b e r  of 

a p p r o a c h e s  to s o lve the l o c a tional p r o b l e m s  have been

d e v e l o p e d  by d i f f e r e n t  t h e o r i s t s  b e g i n n i n g  w i t h  the w o r k  of 

Von T h u n e n  d i s c u s s e d  in short in L i t e r a t u r e  review. On the 

ba sis of ra t h e r  well d e v e l o p e d  d i s c u s s i o n s  and d e b a t e s  on the 

s u b j e c t  there s e ems to e xist a g r e a t  s c ope for c o n d u c t i n g

e m p i r i c a l  r e s e a r c h  in this field in our country. Further, a-i 

ve r y  little s y s t e m a t i c  s t u d y  has so far been done on loc a t i o n  

of i n d u s t r i e s  in B a n g l a d e s h ,  the i m p o r t a n c e  of such a s t u d y  

wo uld fill in a void.

Our p r e s e n t  a t t e m p t  is to ma k e  a l o c ational a n a l y s i s  of some 

s e lected i n d u s t r i e s  in B a n g l a d e s h  on the . b a s i s  of

t r s n s p o r t s t i o n  model. The model u.sed in this s t u d y  has been 

d e r i v e d  from Harris, C u r t i s  C. Jr. and F r a n k  E. H o p k i n s  as 

p r e s e n t e d  in their bonk, "An I n t e r r e g i o n a l  E c o n o m e t r i c  Model 

of A g r i c u l t u r e ,  Mining, M a n u f a c t u r i n g  and S e r v i c e s”. The model 

has not been used here in the or i g i n a l  form as so m e  c h a n g e s  

here w e r e  r e q u i r e d  m a i n l y  in s e l e c t i o n  of v a r i a b l e s  due to 

da t a  c o n s t r a i n t  and e s t i m a t i o n  problems. We s e l e c t e d  the 

e x p l a n a t o r y  v a r i a b l e s  t h r o u g h  trial and e r ror basis. In this 

c o n n e c t i o n  we had to run s t e p w i s e  r e g r e s s i o n  first for
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s e l e c t i n g  s i g n i f i c a n t  var i a b l e s .  Then we ran linear r e g r e s s i o n  

i nclu d i n g  all v a r i a b l e s  o r d e r e d  by their t h e o r e t i c a l  

importance. For a l t e r n a t i v e  s p e c i f i c a t i o n  we had to run log- 

linear r egression.

In vi e w  of the above, the t r a n s p o r t a t i o n  v a r i a b l e s ,  however, 

have been a c c o r d e d  p r e f e r e n c e  in our model; the h y p o t h e s i s  is 

that l o c a t i o n a l  change in o u t p u t  of an i n d u s t r y  is a fu n c t i o n  

of t r a n s p o r t a t i o n  cost for o b t a i n i n g  m a r g i n a l  unit of input to 

the ind u s t r y  and d i s t r i b u t i n g  m a r g i n a l  unit of fi n i s h e d  

p r o d u c t  to the market. We have c o n s i d e r e d  some o t her

a g g l o m e r a t i o n  v a r i a b l e s  like d e n s i t y  of p o p u l a t i o n ,  v a lue of 

land, m a j o r  d e m a n d  and s u p p l y  of m a jor raw m a t e r i a l s  and

r e g i o n a l  i n d u s t r i a l  output. T h e  v a r i a b l e s  s e l e c t e d  and the way 

they are e s t i m a t e d  will be p r e s e n t e d  in the 6th c h a p t e r  a long 

w i t h  the n e c e s s a r y  r e g r e s s i o n  e q u a t i o n s  and results.

In addition, we have d o n e  an o p e r a t i o n  r e s e a r c h  a n a l y s i s  to 

see if the ju t e  m i l l s  in e f f e c t  m i n i m i z e  transp.ort cost of 

p r o c u r i n g  raw m a t erials. Th i s  is do n e  f o l l o w i n g  C o o p e r ' s

(J971) s i m p l i f i e d  v e r s i o n  and is d i s c u s s e d  in C h a p t e r  7. For 

this study, we p r e p a r e d  c o m p r e h e n s i v e  q u e s t i o n n a i r e  for

c o l l e c t i n g  time s e r i e s  d a t a  from ind i v i d u a l  firms by v i s i t i n g  

them and e x a m i n i n g  their a c c o u n t s  and s o m e t i m e s  i n t e r v i e w i n g  

the e x ecutives. T h i s  way we tried to c o l l e c t  d a t a  about total 

p r o c u r e m e n t  cost and total d i s t r i b u t i o n  cost in order to 

c a l c u l a t e  m a r g i n a l  c o s t s  w h i c h  e n t e r e d  into our r e g r e s s i o n
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e quation as i m p o r t a n t  e x p l a n a t o r y  variables. For other 

s t a t i s t i c a l  d a t a  like v a l u e  of land, d e n s i t y  of p o p u l a t i o n ,  

total r e g i o n a l  output by i n d u s t r y  we had to resort to BBS 

i nformations. T r a n s p o r t a t i o n  v a r i a b l e s  w e r e  e n t ered first in 

re g r e s s i o n  e q u a t i o n  p r i m a r i l y  b e c a u s e  of their t r e a t m e n t  in 

the l i t e r a t u r e  and also b e c a u s e  of int e r e s t  in t e s t i n g  their 

s i g n i f i c a n c e .  The m e a n i n g f u l  c o e f f i c i e n t s  were o b t a i n e d  u s i n g  

o r d i n a r y  least s q u a r e s  regression.

As w i t h  m o s t  if not all e c o n o m e t r i c  m o d e l s  there is some 

d e g r e e  of linear d e p e n d e n c e  among the i n d e p e n d e n t  v a r i a b l e s  

w h ich at times c r e a t e s  p r o b l e m s  of mu 1 1 i c o 11 i n e a r i t y . To avoid 

this mu 11 i c o 11 i n e a r i t y  a m o n g s t  i n d e p e n d e n t  v a r i a b l e s  they we r e  

e xamined for and s i g n i f i c a n c e  of their inter d e p e n d e n c e  was 

sc r u t inized. A f ter r u n n i n g  step wise r e g r e s s i o n  s u c h  v a r i a b l e s  

were e x c l u d e d  from equations. For o p e r a t i o n s  r e s e a r c h  

analysis, we did a mo r e  limited e x e r c i s e  w i t h  p r i m a r y  d a t a  

c o l l e c t e d  for two m i l l s  for a s i n g l e  year.

1.4 The Pl a n  of the S t u d y

To f a c i l i t a t e  the a n a l y s i s  of the s t u d y  a e i ght fold d i v i s i o n  

into c h a p t e r s  has been made. The second c h a p t e r  o u t l i n e s  the 

s t r u c t u r e  of B a n g l a d e s h  E c o n o m y  s h o w i n g  a v e r y  little ch a n g e  

from the p r i m a r y  to n o n - p r i m a r y  a c t i v i t i e s  fr o m  the s i x t i e s  

upto early eighties. The third c h a p t e r  e x a m i n e s  the s t r u c t u r e  

of m a n u f a c t u r i n g  i n dustry sector in B a n g l a d e s h  d u r i n g  that 

period. The location p a t t e r n  of m a jor i n d u s t r i e s  in B a n g l a d e s h
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is e v a l u a t e d  in the fourt.h chapter. Th i s  h i g h l i g h t s  the d e g r e e  

of l o c a l i s a t i o n  of m s j o r  i n d u s t r i e s  in the four d i v i s i o n s  of 

B a n g l a d e s h  and the main f a c tors c o n t r i b u t i n g  to this

d i f f e r e n t i a l  d i s t r i b u t i o n .  The e s s e n t i a l  p a t t e r n  of location 

has not c h a n g e d  in recent years. The f ifth c h a p t e r  d i s c u s s e s  

the i n d u s t r i a l  l o cation p o l i c y  of the B a n g l a d e s h  G o v e r n m e n t .  

The main focus is on the m e a s u r e s  taken' and a c t u a l l y  

i m p l e m e n t e d  by the g o v e r n m e n t  to a t t r a c t  e n t r e p r e n e u r s  in the 

less d e v e l o p e d  a r e a s  and their s h ort comings.

The s i x t h  c h a p t e r  p r e s e n t s  L o c a t i o n  A n a l y s i s  and L o c a t i o n  

E q u a t i o n s  of some s e l e c t e d  m a n u f a c t u r i n g  i n d u s t r i e s  in 

Bangla d e s h .  The location a n a l y s i s  is based on the

t r a n s p o r t a t i o n  model, w h ere t r a n s p o r t a t i o n  inputs are g i v e n  

top p r e f e r e n c e  for c h a n g e  in ou t p u t  of i n d u s t r y  by region or 

as a w h o l e  f o l l o w e d  by regre.ssion results. The .seventh c h a p t e r  

p r e s e n t s  a s i m p l i f i e d  o p e r a t i o n s ' r e s e a r c h .

The major f i n d i n g s  of the s t u d y  are s u m m a r i z e d  in C h a p t e r  8

and c o n c l u s i o n s  and p o l i c y  r e c o m m e n d a t i o n  f o l l o w i n g  from them

are also p r e s e n t e d  in that chapter.
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CHAPTER 2

THE STRUCTURE OF BANGLADESH ECONOMY

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

B a n g l a d e s h  is one of the least d e v e l o p e d  c o u n t r i e s  in the 

world with a per ca p i t a  income (GNP) of only US $ 2 1 0  in 

199Q1. She s h a r e s  a s p i r a t i o n s  of e c o n o m i c  d e v e l o p m e n t  wi t h  

all o t her c o u n t r i e s  e s p e c i a l l y  those w h i c h  are u n d e r d e v e l o p e d .  

B a n g l a d e s h  e m e r g e d  as a w a r - r a v a g e d  c o u n t r y  c h a r a c t e r i s e d  by 

an u n f a v o u r a b l e  m a n - l a n d  ratio c o u p l e d  w i t h  a high d e p e n d e n c e  

on a g r i c u l t u r e ,  low level of over a l l  t e c h n o l o g i c a l  d e v e l o p m e n t  

and u n d e r  u t i l i s e d  p o p u l a t i o n  e x p l o d i n g  at a rate of 2.03 per 

cent per a n n u m  and low rate of s a v i n g s  and i n v e s t m e n t  (Gross 

d o m e s t i c  s a v i n g s  3.03, and inv e s t m e n t  10.40 as p e r c e n t a g e  of 

GDP2 in 1990/91 and F o r e i g n  aid (net) 9.8 p e r c e n t  of G N P  in 

19903.

The area c o v e r i n g  B a n g l a d e s h  is 148,393 s q . km. The c o u n t r y  

e njoys g e n e r a l l y  a s u b - t r o p i c a l  m o n s o o n  climate. The major 

n a t ural a s s e t s  of B a n g l a d e s h  are its a c c e s s  to the open ocean, 

the a b u n d a n c e  of good s oils and the s e a s o n a l  a b u n d a n c e  of 

rainfall and r i ver flow. The e c o n o m y  of the c o u n t r y  is m a i n l y  

based on agri c u l t u r e .  The o t her impor t a n t  s e c t o r s  are
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industry, c o n s t r u c t i o n ,  p o wer and gas, transport, trade and 

commerce, h o u s i n g  etc.

The p u r p o s e  of this c h a p t e r  is to h i g h l i g h t  the s a l i e n t  

features of B a n g l a d e s h  economy. The c h a p t e r  is o r g a n i s e d  as 

follows. Sect i o n  2 a n a l y s e s  D e m o g r a p h i c  features. S e c t i o n  3 

exa m i n e s  S e c t o r a l  c o m p o s i t i o n  of GDP. The i m p o r t a n t  f e a t u r e s  

of a g r i c u l t u r e  are d i s c u s s e d  in S e c t i o n  4. T h i s  is f o l l o w e d  by 

a d i s c u s s i o n  on Indu.>5try and trade in S e c t i o n  5. S e c t i o n  6 

d i s c u s s e s  s e r v i c e  s e c t o r  and some c o n c l u d i n g  r e m a r k s  are 

p r e s e n t e d  in S e c tion 7.

2.2 Demof?rnphic F e a t u r e s

Pe o p l e  are p r o d u c e r s  and consumers. It r e q u i r e s  p e o p l e  to 

create e c o n o m i c  activ i t i e s .  The facts a b out B a n g l a d e s h  

p o p u l a t i o n  are not p r e c i s e l y  known. C e n s u s e s  are s e l d o m  v e r y  

a c c u r a t e  and in an u n d e r d e v e l o p e d  c o u n t r y  such as B a n g l a d e s h  

they are liable to consic'erable e rror d e s p i t e  all e f f o r t s  to 

c h e c k  the d a t a  and m o n i t o r  the p e r f o r m a n c e  of the enum e r a t o r s .

At p r esent, w i t h  a p o p u l a t i o n  of 106.7 m i l l i o n  B a n g l a d e s h  is 

now one of the most d e n s e l y  p o p u l a t e d  c o u n t r y  wi t h  726 p e r s o n s  

per sq u a r e  kilometre^. The rate and the p a t t e r n  of inc r e a s e  

in p o p u l a t i o n  in B a n g l a d e s h  have been s h o w n  in T a b l e  2.1 since 

1961.
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T a b l e  2.1 

G r o w t h  of P o p u l a t i o n  in B a n g l a d e s h

C e n s u s
1961

C e n s u s
1974

C e n s u s
1981

LFS
1983-84

C e n s u s
1991

T o tal P o p u l a t i o n  
(Million)

55.2 76 .4 89.9 95.7 109.8

D e n s i t y  
(Per s q , k m .)

350 615 726

G r o w t h  Rate F r o m  1961- 1 9 7 4 Fr o m  1 9 7 4“ 
1983/84

From
83/84-
90/91

2..5 2. 3 2.0

Source; BBS, P r e l i m i n a r y  L a b o u r  F o r c e  S u r v e y  1983/84, 
S t a t i s t i c a l  P o c k e t  b o o k  1992, p .88.

The g r o w t h  rate of p o p u l a t i o n  in B a n g l a d e s h  d u r i n g  1974 to 

1984 d e c l i n e d  to 2.3 p e r c e n t  from 2.5 p e r c e n t  d u r i n g  1961 to 

1974. The b i r t h  rate and d e a t h  rate in 1990 have been 

e s t i m a t e d  to be 35 and 14 per tho u s a n d  r e s p e c t i v e l y * .  The 

p o p u l a t i o n  of the c o u n t r y  is a p p r e h e n d e d  to stand at 128.0 

m i l l i o n  by the end of the c e n t u r y  if the p r e s e n t  g r o w t h  rate 

continues. It is q u i t e  n a t u r a l  that with a hi g h  g r o w t h  rate of 

p o p u l a t i o n  B a n g l a d e s h  e x p e r i e n c e s  a high g r o w t h  rate in the 

labour force. T a b l e  2.2 s h o w s  the a v e r a g e  a n n u a l  g r o w t h  rates 

of labour force for the p e r i o d  1961 to 1983/84, 1961 to 1974,

1974 to 1983/84 and 1983/84 to 1989 separ a t e l y .
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A n n u a l  A v e r a g e  G r o w t h  R a t e s  of 
L a b o u r  F o r c e  for 1 9 6 1 - 1 9 8 9

Table 2.2

Per iod B o t h  Sexes Male Female

1961 to 1983/84 2.3 2.2 4.7

1961 to 1974 2.0 2.1 0.8

1974 to 1983/84 2.7 2.3 10.0

1974 to 1989 12.9 5.3 48 . 0

Source; BBS, P r e l i m i n a r y  L a b o u r  Force Survey, 1983/84, 
p .24, and Report on La b o u r  F o r c e  S u r v e y  1989, 
p. 18.

It is seen from the table that over the last 23 y ears from 

1961 to 1983/84, the total labour force has g r o w n  at an 

a v e r a g e  an n u a l  rate of 2.3 percent, ve r y  c l o s e  to the a v e r a g e  

g r o w t h  rate of the p o p u l a t i o n  d u r i n g  1974 to 1983/84. The most 

s t r i k i n g  c h a n g e  is n o t i c e d  in the s h a r p  i n c r e a s e  in the rate 

of f e m a l e s  e n t e r i n g  the labour force, w h i c h  is e s t i m a t e d  to be 

48 . 0  p e r c e n t  d u r i n g  1 9 7 4 - 1 9 8 9  as a g a i n s t  10.0 p e r c e n t  d u r i n g  

1974 to 1983/84 and 0.8 p e r c e n t  d u r i n g  1961 to 1974. Th i s  

increase in the female e m p l o y m e n t  m i g h t  be due to several 

reasons like i n crease in female l i t e r a c y  rate, p r o v i s i o n  of 

f emale q u o t a  in service, a b s o r p t i o n  of f e m a l e  labour in 

g a r m e n t s  i ndustries, c r e a t i o n  of job o p p o r t u n i t i e s  in rural 

based p r o j e c t s  initi a t e d  by o i f f e r e n t  o r g a n i s a t i o n s  u n d e r  

foreign f i n a n c i a l  a s s i s t a n c e  like BRAC, UNDP, UNCTAD, OXFAM,
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Red C r o s s  Society. ICDDR.B etc. Moreo v e r ,  a good n u m b e r  of 

educated woirien are e m p l o y e d  by n e w l y  set up banks and 

i nsur a n c e  c o m p a n i e G  in p r i v a t e  sectors. An a w a r e n e s s  a m o n g s t  

rural i l l i t e r a t e  w omen has been p e r c e p t i b l e  due to increased 

e c o n o m i c  a c t i v i t i e s  in thfe rural areas e n c o u r a g e d  by G r a m e e n  

Banks, K r i s h i  B a n k s  etc. The e c o n o m i c  p r e s s u r e  on house h o l d  

has also c o n t r i b u t e d  t o w a r d s  g r e a t e r  p a r t i c i p a t i o n  of women in 

r e m u n e r a t i v e  activi t i e s .

A n o t h e r  i m p o r t a n t  d e m o g r a p h i c  f e a t u r e  of B a n g l a d e s h  is the 

p a t t e r n  of age d i s t r i b u t i o n  of her p o p u l a t i o n  w h i c h  is 

p r e s e n t e d  in T a b l e  2.3. The most n o t a b l e  o b s e r v a t i o n  emerged 

from the table is the e x t r e m e l y  high d e m o g r a p h i c  d e p e n d e n c y  

ratio w h i c h  is d e f i n e d  as the ratio of p o p u l a t i o n  b e l o w  15 

y e ars p l u s  65 y e a r s  and above to the p o p u l a t i o n  of 15 to 64 

y ears age groups. The p e r c e n t a g e  of p o p u l a t i o n  of w o r k i n g  age 

g r oup has been e s t i m a t e d  to be 56 p e r c e n t  in India, 62 p e r c e n t  

in Sri Lanka, 59 p e r c e n t  in T h a i l a n d  and 68 p e r c e n t  in J a pan 

com p a r e d  to that in B a n g l a d e s h  to be 53 p e r c e n t  in 1987.®

The rate of g r o w t h  of w o r k i n g  age p o p u l a t i o n  i n c r e a s e d  to 2.8 

p e r cent d u r i n g  1974 to 1983/84 fr o m  2.2 p e r c e n t  d u r i n g  1961. to 

1974. T h e  LFS 1989 s hows an i n crease in the p e r c e n t a g e  of 15- 

64 age g r o u p  and a d e c r e a s e  in 10-14 age group. H o w ever 

finding g a i n f u l  e m p l o y m e n t  for the vast i ncrease in p o p u l a t i o n  

is the m a j o r  e c o n o m i c  p r o b l e m  in B a n g l a d e s h .  The i n c r e m e n t a l  

labour force tends to increase u n e m p l o y m e n t  and
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Percentage Distribution of Population by Broad Age Group

Table 2.3

Age Group 1961 1974 1981 83/84 1989 Growth Rate

61-74 74-83/34

Less than 10 

10 - 14 

15 - 64 

65 & above 

TOTAL

37.0

9.1

50.8

35.3

12.8

48.6

3.1 3.3

100.0 100.0

33.2

3.4 

50.0

3.4 

100.0

33.9

12.5

51.1

2.4

100.0

34.5

10.8

52.0

2.7

100.0

2.2

5.2

2.2 

3.2

1.8

2.0

2.8

-0.9

Source: BBS. LFS 1983/84 & 1989.

u n d e r e m p l o y m e n t .  The rate of labour force a b s o r p t i o n  into 

A g r i c u l t u r a l  and n o n - a g r i c u l t u r a l  s e c t o r  and u n e m p l o y m e n t  rate 

have been s h own in the f o l l o w i n g  T a b l e  2.4.

The t a ble s hows a p o s i t i v e  rate of a b s o r p t i o n  of labour force 

at 1.3 p e r c e n t  per annum in the a g r i c u l t u r a l  s e c t o r  over the 

sixties. But d u r i n g  the p e r i o d  of 1974 to 1983/84 the s e c t o r  

e x p e r i e n c e d  a d e c l i n e  in its labour force at the rate of 0.3 

pe r c e n t  per annum. Th i s  is s i g n i f i c a n t  to in d i c a t e  the 

s a t u r a t i o n  p oint in ternjs of n e w  a b s o r p t i o n  in the 

a g r i c u l t u r a l  scctor. The new e n t r a n t s  to the labour force 

t h e r e f o r e  e i t h e r  re m a i n e d  u n e m p l o y e d  or u n d e r e m p l o y e d  wi t h i n  

the se c t o r  or we r e  a b s o r b e d  in n o n - a g r i c u l t u r a l  sector. 

However, d u r i n g  the period 1974 to 1989 the g r o w t h  rate in 

a g r i c u l t u r a l  o c c u p a t i o n s  increased to 12.1 percent. This sharp 

increase in g r o w t h  rate is due to r e c e n t  e n t r a n c e  of rural
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Labcmr Force Absorption Growth [late and Unefployment R«te

Table 2.4

1961-1974 1974-1983/84 1974-89

Agriculture 1.3 0..3 12.1

Non-agriculture 4.5 9. 7 n . a.

Employment Total 1.9 2..7 13.0

Unemployment rate 
(Excluding under­
employment )

1961 1974 1981 1983/84 1985/86 1989

Both Sex 0.5 2.5 2.3 2.5 1.1 2.0

Hale 0.6 2.4 2.0 2.0 0.8 2.3

Female 0.2 3.6 7.5 7.4 3.2 1.7

Source: BBS, LFS, 1983/84, p.Ill, LFS 1989; BBS, Statistical Pocket
Book 1992, P-95.

f e m a l e s  into a g r i c u l t u r e  b ased e c o n o m i c  a c t i v i t i e s .  The non- 

a g r i c u l t u r a l  s e c t o r  e x p e r i e n c e d  a p o s i t i v e  and high g r o w t h  

rate of 9.7 p e r c e n t  in e m p l o y m e n t  over the s e v e n t i e s  than over 

the sixties.

2.3 S e c t o r a l  C o m p o s i t i o n  of GDP and Etiploytnent

The sise and c o m p o s i t i o n  of g r o s s  d o m e s t i c  p r o d u c t  of 

B a n g l a d e s h  r e f l e c t s  a low r e s o u r c e  base, i n a d e q u a t e  

d e v e l o p m e n t  of r e s o u r c e s  and u n d e r  u t i l i z a t i o n  of the 

p o t e n t i a l  in a g r i c u l t u r e ,  forestry, fi s h  c u l t u r e  and industry. 

The size and s e c t o r a l  c o m p o s i t i o n  of GDP of B a n g l a d e s h  is 

shown in T a b l e  2,5.
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Table 2.5 

Sectoral Shares of GDP in Percentage

1974/75 1978/79 1982/83 1986/87 1989/90 1990/91

Agriculture 55.6 50.0 49.4 39.8 38.2 36.0

Industry
(Including mining 
and Utilities)

10.5 10.7 10.2 10.0 , 10.0 8.7

Construction 3.5 4.8 4.0 5.5 6.4 5.7

Transport,
Communication

n.a. 6.9 7.0 11.5 10.2 11.7

Trade Services 11.1 9.4 8.6 8.5 8.4 8.2

Housing 4.5 7.7 7.4 7.6 9.0 8.8

Other sectors 14.8 10.5 13.4 17.1 17.8 20.9

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0

Source: BBS, Statistical Yearbook 1983/84, 1989/90, & Statistical
Pocket book 1992.

It is e v i d e n t  from the t a ble that the a g r i c u l t u r e  s e c t o r  

d o m i n a t e s  the e c o n o m y  of B a n g l a d e s h .  A g r i c u l t u r e  i ncludes here 

crops, forestry, f i s h e r i e s  and livestock. The p e r c e n t a g e  

sh a r e s  of a g r i c u l t u r a l  c o m p o n e n t s  will be d i s c u s s e d  in a 

se p a r a t e  s e c t i o n  on A g r i c u l t u r e .  The o t her important 

c o n t r i b u t i n g  s e c t o r s  to GDP are Industry, c o n s t r u c t i o n ,  trade 

services, t r a n s p o r t a t i o n ,  h o n s i n g  and o t her sectors. T h o u g h  

the table s h o w s  a d e c l i n i n g  trend in the s h a r e  of a g r i c u l t u r e  

it still r e m a i n s  domin a n t ,  c o n t r i b u t i n g  over a third of the 

co u n t r y ' s  GDP. In fact the c o n t r i b u t i o n  of A g r i c u l t u r e  se c t o r
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is much higher in B a n g l a d e s h  co m p a r e d  to other n e i g h b o u r i n g  

co u n t r i e s  like India, Pakistan, Sri Lanka and Thailand"^ 

(Table 2.6).

The T a ble p r e s e n t s  r e s p e c t i v e  share of A g r i c u l t u r e ,  industry, 

and s e r v i c e  se c t o r  to GDP of some low income g r o u p  c o u n t r i e s  

for two s e p a r a t e  y e a r s  1965 and 1990. A c h a n g e  is o b s e r v e d  

over the per i o d  but s till a g r i c u l t u r a l  c o n t r i b u t i o n  is the 

highest in B a n g l a d e s h ,  I n d u s t r y  s e c t o r  i ncludes here 

m a n u f a c t u r i n g  m i n i n g  and q u a r r y i n g  and also u t i l i t y  se c t o r  

like e l e c t r i c i t y ,  power, gas etc. and hence d i f f e r s  from BBS 

data. H o wever, it is known that e c o n o m i c  d e v e l o p m e n t  sho u l d  

mean s t r u c t u r a l  cha n g e  in the e c o n o m y  and s hift t o w a r d s

T a b l e  2.6 

S t r u c t u r e  of P r o d u c t i o n

F i g u r e s  in P e r c e n t a g e  of GDP

A g r i c u 1 tu re In d u s t r y M a n u f a c t u r i n g S e r v i c e

1965 1990 1965 1990 1965 1990 1965 1990

B a n g l a d e s h 53 38 11 15 5 9 36 48

India 44 31 22 29 16 19 34 40

P a k i s t a n 40 28 20 25 14 17 40 49

Sri L a n k a 28 26 21 26 17 15 51 48

Thai land 32 12 23 39 14 26 45 43

Source: W orld D e v e l o p m e n t  Report 1992, p u b l i s h e d  for the
Wo rld Bank, O x f o r d  U n i v e r s i t y  Press.
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industry and s e r v i c e s  such as trade, transport, and finance, 

etc. i n c r e a s i n g  their s h are in the N a t i o n a l  Income w h i l e  

a g r i c u l t u r e  would r e l a t i v e  loose its promin e n c e .

The c h a n g e  in the rate of labour a b s o r p t i o n  into d i f f e r e n t  

sectors is also n o t i c e a b l e .  We p r e s e n t  here in T a b l e  2.7 the 

em p l o y m e n t  s t r u c t u r e  by two m ajor s e c t o r s  A g r i c u l t u r e  and 

Ind u s t r y  and the g r o w t h  rate of e m p l o y e d  labour force.

Table 2.7

Eiployaent in Percentage and Absolute Nuiber and 
Sroxth Rates of Eiployed Labour Force by Eroad Activity Group

Sector Census
1961

No, in
000

Census
1974

f*o. in 
000

Census
1981

No, in
000

LFS
93/84

No. in
000

IFS
1939

No. in
000

AgncuJture 84.6 14239 70.7 16839 61.2 14472 58.6 l<i3S9 64.9 37007

Manufacturing 4.B eio 4,g 1026 4.3 1005 7.5 2106 13.9 6976
firhpr eortnri; 10.6 iin 10.5 3543 34.5 8140 33.9 9475 21.2 ol65

TOfUL iOO.O ibm 100,0 2140B 100,0 23617 100.0 239 7 2 100.0 50146

Broad Activity Group Bronth Rates 
1961-1974

ijrowth Rate 
1974-i9B3/S4

Srowth Rate 
1974-1989

Total !.9 2,7 • 13.0

Agriciilture 1.3 0.3 12.1
♦̂on-agriculturE 4,5 9,7 r?.a.

flanufacturing l.S 7.5 2'»,4

Trade and Other services 2.4 14.6 19.0

Sourcej BBS-PLFS 193J/S4, p.IV, LFS 19S9; BBS - Op. cit, p.157.

The t able shows a d e c l i n i n g  p e r c e n t a g e  share of e m p l o y m e n t  in 

the a g r i c u l t u r a l  s e c t o r  w h e r e a s  the s hare of e m p l o y m e n t  in the
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i n d u s t r i a l  s e c t o r  r e m a i n s  a l m o s t  the same upto 1981, The y e a r  

1983/84 s h o w s  a ch a n g e  in the share of e m p l o y m e n t  i n d i c a t i n g  

higher e m p l o y m e n t  in the i n d u s t r i a l  sector. The share f u r t h e r  

increases in the year 1989. The p i c t u r e  on the g r o w t h  rate of 

e m p l o y m e n t  by broad a c t i v i t y  g r o u p  s h ows a p o s i t i v e  g r o w t h  

rate of 1.3 per cent per a n n u m  in the a g r i c u l t u r a l  s e c t o r  

i n c l u d i n g  forestry, f i s h e r y  and l i v e s t o c k  over the sixties. 

But over the ne x t  decade, the a g r i c u l t u r a l  s e c t o r  e x p e r i e n c e d  

an a b s o l u t e  d e c l i n e  in its labour f orce at 0.3 p e r c e n t  per 

a n num w h i l e  the p e r i o d  1 9 7 4 - 1 9 8 9  e x p e r i e n c e s  an annual g r o w t h  

rate of 12.1 percent. On the o ther hand n o n - a g r i c u l t u r a l  

sector e x p e r i e n c e d  a hi g h e r  rate of g r o w t h  of e m p l o y m e n t  over 

the s e v e n t i e s  than over sixties. A c c o r d i n g  to LFS 1989 

a g r i c u l t u r a l  s e c t o r  e m p l o y s  84 . 9  p e r c e n t  of total labour force 

a g a i n s t  13.9 p e r c e n t  in m a n u f a c t u r i n g  s e c t o r  and 21.2 in o t h e r
*

sectors. T h i s  i n d i c a t e s  a t r a n s i t i o n  of the e c o n o m y  no d o u b t  

but a s a t i s f a c t o r y  g r o w t h  path, however, is yet to be charted. 

The v e r y  low s hare of i n d u s t r y  in GDP is striking..

2.4 A g r i c u l t u r e

A g r i c u l t u r e  is the m a i n s t a y  of e c o n o m i c  life in B a n g l a d e s h .  

Its i m p o r t a n c e  in the e c o n o m y  is o v e r w h e l m i n g  not o n l y  in 

terms of its c o n t r i b u t i o n  to the g r o s s  d o m e s t i c  p r o d u c t  but 

also in t e rms of the e c o n o m i c  a c t i v i t y  it g e n e r a t e s  in the 

transport, trade and m a n u f a c t u r i n g  sector. T h i s  s e c t o r  

c o n t r i b u t e d  a b out 36.2 p e r c e n t  to the GDP and e m p l o y e d  a b out
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64.9 p e r c e n t  of the labour force in 1989 (Table 2.5 & 2.7).

About 65 p e r c e n t  of e x p o r t s  in 1983/84 we r e  ei t h e r  

a g r i c u l t u r a l  p r o d u c t s  or m a n u f a c t u r e s  of them.0

Bangla d e s h ,  w i t h  total land ar e a  of a b o u t  35.7 m i l l i o n  acres, 

has c u l t i v a b l e  area of 22.5 m i l l i o n  a c r e s . ®  The ma i n  f e a t u r e s  

of B a n g l a d e s h  a g r i c u l t u r e  are like t hose p r e s e n t  in most 

p r i m a r y  p r o d u c i n g  c o u ntries. S m all s u b s i s t e n c e  f a r m i n g  and 

f r a g m e n t a t i o n  of h o l d i n g  is the m a i n  c h a r a c t e r i s t i c  of 

B a n g l a d e s h  agri c u l t u r e .  T a b l e  2.7 e x p o s e s  p e r c e n t a g e  size of 

h o l d i n g  in three s e p a r a t e  years. The n o t a b l e  f e a t u r e  is that 

the p e r c e n t a g e  of s m all h o l d i n g  and large h o l d i n g  has fa l l e n  

in 1977 to 49 . 7  p e r c e n t  and 9.4 p e r c e n t  r e s p e c t i v e l y  from 51.6 

p e r c e n t  and 10.7 p e r c e n t  in 1960. In the y e a r  1982/83 the 

p e r c e n t a g e  of small h o l d i n g  r e m a r k a b l y  i n c r e a s e s  to 70.3 

p e r c e n t  w h i l e  the p e r c e n t a g e  of m e d i u m  and large h o l d i n g  has 

fallen to 24.7 and 5.0 p e r c e n t . T h i s  p e r c e n t a g e  size of 

h o l d i n g  is h o w e v e r  no index of the size d i s t r i b u t i o n  of the 

c o n s o l i d a t e d  o p e r a t i n g  units. This is b e c a u s e  of the e x t e n s i v e  

f r a g m e n t a t i o n  of holding. A bout 97.4 p e r c e n t ^  of farm land 

was found to be held in f r a g m e n t e d  h o l d i n g s  in 1977.

One of the most impor t a n t  f e a t u r e  of B a n g l a d e s h  a g r i c u l t u r e  is 

low yield per acre. B e c a u s e  of some s t r u c t u r a l  c h a r a c t e r i s t i c s  

of the s e c t o r  i.e. small size of holding, high d e g r e e  of 

f ragmentation, land tenure system, lack of s u f f i c i e n t
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Table 2.8

Perccnta|Te Size of Holding

1960 % of 
total

1977 % of 
total

1983/84 % of 
total

Total Number of Farm 
Holding

6138 100.0 6258 100.0 10045299 100.0

Small (upto 2.5 acres) 3170 51.6 3112 49.7 7065957 70.3

Medium (2.5 to 7.5 u) 2313 37.7 2556 40.9 2483210 24-7

Large (above 7.5 u) 655 10.7 590 9.0 496132 5.0

Source; BBS, Op. cit, pp.202-203.

a g r i c u l t u r a l  credit, P r o g r a m m e  for e x t e n s i v e  farm 

m e c h a n i s a t i o n  as a d e v i c e  to a g r i c u l t u r a l  d e v e l o p m e n t  has not 

been m a t e r i a l i s e d  in B a n g l a d e s h .  F a r m  m e c h a n i s a t i o n  has taken 

p lace on l y  to a v e r y  limited ex t e n t  and its impact on overall 

a g r i c u l t u r a l  p r o d u c t i o n  has been ra t h e r  ins i g n i f i c a n t .  The new 

s e e d - f e r t i l i z e r  - i r r i g a t i o n  'technology was i n t r o d u c e d  in 

d i f f e r e n t  p h a s e s  and in 1966 for the first time H Y V  s e e d s  of 

rice, IR-8 for the wi n t e r  Boro crop was introduced. In 1970 

a n o ther v a r i e t y  cal l e d  I R-20 was i n t r o d u c e d  and w i t h  this 

several o ther new v a r i e t i e s  we r e  d e v e l o p e d  and introduced. Yet 

per acre y i e l d  is low in B a n g l a d e s h  c o m p a r e d  to that in other 

Asian c o u ntries. A c o m p a r a t i v e  s t a t i s t i c s  of a g r i c u l t u r a l  

p r o d u c t i o n  for some A s i a n  c o u n t r i e s  is s hown in T a b l e  2.9.
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So»e Ctnnparative Statistics of Agricultural Prtxluctiori 
in Some Asian Countries

Table 2,9

Countries Per Capita 
Agri, Land 
Acre, 1972

Index of per 
capita food 
prod. 1972
1961-65)^100

Index of Agri 
Prod. in 1990 
(1979-81)=]GO

yield
per Acre 

1973 
Paddy 

(lbs.)

Yield 
per Acre 

1979 
Paddy 
(lbs.)

Bangladesh 

India 

Pakistan 

Sri Lanka 

Thailand

0.40

1.09

5.87

0.74

1.02

77

97

112

92

95

128

145

154

102

125

1335

1438

2014

1951

1615

1724 

1596 

n .a. 

1789 

1678

Source: BDS, Vol.III, July 1975, No.2, p.262: BBS, Statistical
Pocket book, 1992; FAO, Production Yearbook, 1979, p.98, 
Statistical Yearbook 1973-74.

The A g r i c u l t u r a l  S e c t o r  in B a n g l a d e s h  is c o m p o s e d  of four 

d i s t i n c t  p a r t s  viz. (i) Crops, (ii) Forestry, (iii) L i v e s t o c k  

and (iv) Fis h e r i e s .  The p e r c e n t a g e  s h a r e s  of a g r i c u l t u r a l  

c o m p o n e n t s  are p r e s e n t e d  in T a b l e  2.10 w h i c h  i n d i c a t e s  the 

r e l a t i v e  i m p o r t a n c e  of v a r i o u s  c o m p o n e n t  parts.
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Table 2.10

Percentage Share of Agricultural Conponents

G r o u p s  1 1979/80 1983/84 1 9 8 7/88 1 1990/91

Cr ops 75.0 76.7 78.4 78.9

F o r e s t r y 4 . 9 7.0 6.9 6.6

L i v e s t o c k 13. 1 9 . 9 7.4 7.3

F i s h e r  ies 7.0 6.4 7.3 7.2

T O T A L 100.0 100.0 100.0 100.0

Source: BBS, S t a t i s t i c a l  Y e a r b o o k  1 9 8 4/85 & 1991/92

Note: 1979/80 and 1983/84 at c u r r e n t  prices, 1987/88
and 1990/91 at c o n s t a n t  ( 1 9 8 4 / 8 5 )  prices.

H ajor s h are (about 80 p e r c e n t )  comes from crops. P a d d y  is the 

main crop of B a n g l a d e s h  and is g r own in 4 out of e v e r y  8 acres 

of the total c r o pped a r e a . 1 2  xhe p e r c e n t a g e  s h are of v a l u e  

added by d i f f e r e n t  c r ops in B a n g l a d e s h  is shown in T a b l e  2.11 

w h i c h  e x p o s e s  c e r e a l s  the main c o n t r i b u t i n g  crop. C e r e a l s  

grown in B a n g l a d e s h  include rice, wheat, maize, b a r l e y  etc. of 

w h i c h  rice is the most d o m i n a n t  crop. The three main crops of 

rice are Aman, Aus and Boro. Next to rice J u t e  is important 

not in term of its s hare in the total v a l u e  added from all 

crops but in terms of its i m p o r t a n c e  as the main export crop 

in raw as well as in m a n u f a c t u r e d  forms. The other important 

crops are Tea, S u g arcane, d i f f e r e n t  types of fruits, 

v e g e t a b l e s ,  spices, p u l s e s  etc.

A g r i c u l t u r a l  d e v e l o p m e n t  is ve r y  mu c h  e s s e n t i a l  in B a n g l a d e s h  

to g e n e r a t e  c e r t a i n  types of i n d u s t r i e s  like repairs, s e r v i c e s
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P ercen tag e  Share  o f  Value Added by D i f f e r e n t  Crops

Table 2.11

Cro p 5 y e a r  a v e r a g e  
1972-77

1976-77 1982-83 1987-88

C e r e a l s  

B e v e r a g e s  

F ibres 

F r u i t s  

0 iIseeds 

Pu I s e s  

S p i c e s  

S u g a r c a n e  

V e g e t a b l e s  

O t h e r  crops 

T OTAL

75. 1 

1.9

4.7

4.7 

2.0 

1.0 

2.6 

3.3 

4.2 

0.5

1 0 0 . 0

73.0 

2.6 

5.8

4.5 

2 . 1

1.0

2.6 

4.3 

3.5 

0.6

1 0 0 . 0

78. 1 

2.1 

4.8

5.0

1.3

1.0 

1.5

3.3

2.4 

0.5

1 0 0 . 0

74.6

2 . 0

4.6

5.5 

2.2

2 . 6  

2.3 

3.0 

2.9 

0.3

1 0 0 . 0

Source; H a r o u n - E r - R a s h i d , Op.cit., p.67; BBS, O p.cit., 
p p . 2 0 5-8 for 1982/83 data; BBS; S t a t i s t i c a l  
Y e a r b o o k  1992.

and a g r o - p r o c e s s i n g  i n d u s t r i e s  b a sed on d o m e s t i c  raw m a t e r i a l s  

and also to g e n e r a t e  e m p l o y m e n t  of the e x c e s s  a g r i c u l t u r a l  

labour force for the i n d u s t r i a l  sector.
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The industrial sector, t h o u g h  r e l a t i v e l y  a minor c o n t r i b u t o r  

to GDP in B a n g l a d e s h ,  p l a y s  an impor t a n t  role in the economy. 

It a c c o u n t e d  for 8.8 p e r c e n t  of the GDP and emp l o y e d  7.0 

p e r c e n t  of the total labour force in the large and m e d i u m

m a n u f a c t u r i n g  se c t o r  in 1 9 8 9 / 9 0 1 3  e x c l u d i n g  small and

c o t tage i n d u s t r i e s  w h i c h  are s e l d o m  c o v e r e d  by the CHI

reports. The i m p o r t a n c e  of this s e c t o r  can hardly be over 

, e m p h a s i z e d  in terms of s u p p l y  of e s s e n t i a l  c o n s u m e r  g o o d s  and

I key inputs for m e c h a n i s e d  a g r i c u l t u r e .  This se c t o r  a c c o u n t e d

‘ for about 80.0 p e r c e n t  of g r o s s  f o r e i g n  e x c h a n g e  e a r n i n g s  in

1 9 8 9 / 9 0 1‘i. The m a jor i n d u s t r i a l  ex p o r t  items are r e a d y - m a d e  

garments. Jute, Yarn, Ju t e  goods. L e a t h e r  and L e a t h e r  goods, 

Ferti l i z e r ,  Paper, New s p r i n t ,  and hand i c r a f t s .

[ The i n d u s t r i a l  sector in B a n g l a d e s h  is c h a r a c t e r i s e d  by

J s t r u c t u r a l  dualism. The lion's s hare of the total

m a n u f a c t u r i n g  value added o r i g i n a t e s  from large and m e d i u m

scale i n d u s t r i e s  w h i l e  the e c o n o m y  c o n s i d e r a b l y  d e p e n d s  on 

small and c o t t a g e  i n d u s t r i e s  for e m p l o y m e n t  of s u r p l u s  rural 

labour and sup p l y  of the mo s t  impor t a n t  n o n - f o o d  c o n s u m p t i o n  

g oods like c o a r s e  cloth, p r o c e s s e d  food, e a r t h e n  utensils, 

tobacco, f u r niture, tailoring, wood p r o d ucts, rubber and 

leather p r o d u c t s  etc. The c o t t a g e  i n d u s t r i e s  located m o s t l y  in 

the rural a r e a s  are f a m i l y  based e n t e r p r i s e s ,  u s i n g  n e g l i g i b l e  

r e s i d e n t i a l  homes w hile the small e n t e r p r i s e s  are located both

2.5 Industry

38

Dhaka University Institutional Repository



in u r b a n  and rural areas. T h e s e  i n d u s t r i e s  are labour 

inten s i v e  and use almost e n t i r e l y  t r a d i t i o n a l  t e c h n o l o g y  w i t h  

less s k i l l e d  workers. The small and c o t t a g e  i n d u s t r i e s  em p l o y  

above 8 0 - 8 5 %  of the total m a n u f a c t u r i n g  labour force and 

c o n t r i b u t e  to about 4 0 - 4 5 %  of the v a l u e  a d ded (3.7% of GDP 

cames from small scale m a n u f a c t u r i n g  i n d u s t r i e s  and 4.1% from 

large scale m a n u f a c t u r i n g  i n d u s t r i e s )  in the m a n u f a c t u r i n g  

sector. The large s c ale i n d u s t r i e s  are c a p i t a l  inten s i v e  wi t h  

high labour p r o d u c t i v i t y  b e c a u s e  of u s i n g  m o d e r n  t e c h n i q u e s  

and s k i l l e d  labour. A m o n g  the large s c a l e  m a n u f a c t u r i n g  

i n d u s t r i e s  jute, t e x t i l e s  and cotton t e x t i l e s  have been 

h i s t o r i c a l l y  the p i o n e e r i n g  i n d u s t r i e s  in B a n g l a d e s h  bo t h  in 

terms of output and employ m e n t .  O t h e r  i m p o r t a n t  i n d u s t r i e s  are 

sugar, tea, tobacco, veg e t a b l e ,  oil, paper, fertilizer, 

cement, steel, c h e m i c a l s  etc. To note here for the c o n v e n i e n c e  

of our d i s c u s s i o n  we will m o s t l y  c l a s s i f y  all large and m e d i u m  

s cale i n d u s t r i e s  u n der t w e n t y  major i n d u s t r i a l  g r o u p s  as in 

CHI reports. More d e t a i l s  about the s t r u c t u r e  of m a n u f a c t u r i n g  

i n d u s t r y  in B a n g l a d e s h  will be d i s c u s s e d  in the next chapter. 

We p r e s e n t  here in T a b l e  2.12 the c o m p o s i t i o n  and g r o w t h  rates 

of the m a n u f a c t u r i n g  s e c t o r  in B a n g l a d e s h .  The table shows 

that d u r i n g  1976/77, 1981/82 and 1988/89 the v a lue added of 

large and m e d i u m  u n i t s  has g rown at a hig h e r  rate than the 

s m a l l e r  units.

The o v e rall i n d u s t r i a l  g r o w t h  rate has been 3.4 per cent per 

a n n u m  d u r i n g  1 9 7 6 / 7 7 - 1 9 8 1 / 8 2  and 3.8 p e r c e n t  per annum d u r i n g
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Composition and Growth Rates in tlie Manufacturing Sector

Table 2.12

Sub-sector/Industries Composition % 
of Value added 

1989-1990

Growth Rate

1973/74-
1977/78

1976/77-
1981/62

1980/81-
1988/89

The Manufacturing Sector 100.0

(a) Small Scale 41.77

(b) Large Scale 58.23

-0.3

2.9

-0.9

3.4

3.0

4.7

3.80

1.4

5.9

Source: Composition calculated from figures of Statistical Yearbook
1992 growth rates taken from Rahman Atiq - Research Report 
No.41, p.47 for 1976/77-1981/82 figures; Ahmed, M.U. - Self 
Reliant Development and Industrialisation Strategy of 
Bangladesh - A critique, p.8, for 1973/74-1977/78 figures. 
Composition and growth rate for 1980/81-1988/89 taken from 
Quarterly Journal, BIDS, Vol.XIX, March-June 1991, p.30.

1 9 8 0 / 8 1 - 1 9 8 8 - 8 9 .  Da t a  s h ows that d u r i n g  1 9 7 3 / 7 4 - 1 9 7 7 / 7 8  the 

ov e rall i n d u s t r i a l  g r o w t h  rate was negat i v e .  The large s c a l e  

ind u s t r i a l  s e c t o r  also e x p e r i e n c e d  a n e g a t i v e  g r o w t h  rate 

d u r i n g  the pe r i o d  w h i l e  the g r o w t h  rate e x p e r i e n c e d  by the 

small s c ale industry, was still positive. D u r i n g  1976/77- 

19 8 1/82 and 1 9 8 0 / 8 1 - 1 9 8 8 / 8 9 ,  g r o w t h  rate in the large scale 

i n d u s t r y  has been o b s e r v e d  to be hi g h e r  than in the small 

scale sector. The r e a s o n s  behind the n e g a t i v e  g r o w t h  rate 

d u r i n g  1 9 7 3 / 7 4 - 1 9 7 7 / 7 8  were o b s e r v e d  to be lack of 

a d m i n i s t r a t i v e  support, d i s c r i m i n a t o r y  i n v e s t m e n t  policies, 

fiscal and f i n a n c i a l  incentives; and a b s e n c e  of 

e n t r e p r e n e u r i a l  t r a d i t i o n  a l ong w i t h  the e f f e c t s  of the 

l i b e ration war like s h o r t a g e  of foreign e x c h a n g e  to import raw
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m a t e r i a l s  spare parts, loss of s k i l l e d  labour and m a n a g e r i a l  

c a p a c i t y  etc,

B a n g l a d e s h  h a r d l y  fo l l o w e d  any e f f e c t i v e  i n d u strial 

d e v e l o p m e n t  s t r a t e g y  c o v e r i n g  b o t h  large, small and c o t tage 

i n d u s t r i e s  ever since P a k i s t a n  period. Within the f r a m e w o r k  of 

the then Pakistan, B a n g l a d e s h  f o l l o w e d  the s t r a t e g y  of 

i n d ustrial d e v e l o p m e n t  t h r o u g h  s tate s p o n s o r e d  p r i v a t e

e n t r e p r e n e u r s h i p ,  p a r t i c u l a r l y  d u r i n g  the 1950's. The 

p r e d o m i n a n t  c h a r a c t e r  of i n d u s t r i a l i s a t i o n  s t r a t e g y  d u r i n g  the 

s i x t i e s  had been import s u b s t i t u t i o n  t h r o u g h  e s t a b l i s h i n g  

large and r e l a t i v e l y  c a p i t a l  i n t e n s i v e  c o n s u m e r  g o o d s  

industries. S m all and c o t t a g e  industries, th o u g h  p r o v i d e d  a 

labour i n t e n s i v e  a l t e r n a t i v e  for some i m p o r t a n t  p r o d u c t i o n  

items (such as cloth), were h a r d l y  e n c o u r a g e d  in the

g o v e r n m e n t ' s  s c h e m e  of import s u b s t i t u t i n g  i n d u s t r i a l i s a t i o n .  

As a result, t e x t i l e s  and a few n o n - e s s e n t i a l  c o n s u m e r  g o o d s  

such as b e v e r a g e s  and c i g a r e t t e s  were e n c o u r a g e d  t h r o u g h  heavy 

p r o t e c t i o n  via import l i c e n s i n g  system. E x p o r t  B o n u s  Scheme, 

H i g h  t a r i f f  p r o t e c t i o n ,  tax r e b a t e s  and f i n a n c i a l  c o n c e ssions. 

The e x p o r t  b onus sc h e m e  h e a v i l y  s u b s i d i s e d  the e x p o r t  ori e n t e d  

industries, e s p e c i a l l y  jute m a n u f a c t u r i n g  i n d u s t r i e s  in 

B a n g l a d e s h .IS But the most n o t e w o r t h y  p oint is that no

p roper a t t e m p t  was made to e x p l o r e  the full p o t e n t i a l s  of the 

small and c o t t a g e  i n d u s t r i e s  for out p u t  and e m p l o y m e n t  

e x p a nsion though their i m p o r t a n c e  was e m p h a s i z e d  in s u c c e s s i v e  

five ye a r  plans.
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The large s c ale i n d u s t r i a l  sector, however, faced a n u m b e r  of 

p r o b l e m s  like (a) i n c o n s i s t e n c y  of fa c t o r  i n t e n s i t i e s  with 

internal factor endow m e n t s ,  (b) the e s t a b l i s h m e n t  of f a c t o r i e s  

not al w a y s  b ased on c o m p a r a t i v e  cost a d v a n t a g e  and (c) under 

u t i l i s a t i o n  of c a p a c i t y  in most of the industries. The 

p r o b l e m s  had their roots in the import licen s i n g  system, 

export bonus scheme, high tariff p r o t e c t i o n  and other 

c o n c e s s i o n s  e n j oyed by t h ese industries.

Since i n d e p e n d e n c e  (1947), s c a r c i t y  of f o r eign e x c h a n g e  and 

d e p e n d e n c e  on imports for many items of n e c e s s i t y  led the 

g o v e r n m e n t  to e m p h a s i z e  import s u b s t i t u t i n g  i n d u s t r i a l i s a t i o n  

w hile the g r o w t h  of Ju t e  t e x tile i n d u s t r i e s  be c a m e  limited by 

the d e m a n d  in d o m e s t i c  and foreign markets.

A f ter L i b e r a t i o n ,  as mu c h  as 80 p e r c e n t ^ ®  of the large s cale 

ind u s t r y  se c t o r  in terms of fixed asset, was put u n der p u b l i c  

c o n trol r e d u c i n g  the size of the p r i v a t e  s e c t o r  of the 

economy. However, s ince 1974 the s cope of the p r i v a t e  sector 

p a r t i c i p a t i o n  in i n d u s t r i e s  b e gan to be w i d e n e d  and that of 

the p u b l i c  se c t o r  reduced t h r o u g h  g r a d u a l  e n h a n c e m e n t  and 

s u b s e q u e n t  e l i m i n a t i o n  of i n v e s t m e n t  c e i l i n g s  and 

d i s i n v e s t m e n t  p r o g r a m m e s  .

The d e n a t i o n a l i z a t i o n  p r o v i s i o n s  and o ther m e a s u r e s  for 

p r o m o t i n g  p r i v a t e  ( i n c l u d i n g  foreign) i n v e s t m e n t  c u l m i n a t e d  in 

the a n n o u n c e m e n t  of the New I n d u s t r i a l  P o l i c y  of 1982 (NIP;, 

A c c o r d i n g l y ,  l a r g e - s c a l e  d e n a t i o n a l i z a t i o n  was carried out at
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a rapid pace. The NIP '82 also a t t e m p t e d  to intro d u c e  v a r i o u s  

' lib e r a l i z a t i o n '  m e a s u r e s  by w a i v i n g  r e g u l a t o r y  p r o v i s i o n s  

p e r t a i n i n g  to i n v e s t m e n t  san c t i o n i n g ,  t i l t i n g  from import 

s u b s t i t u t i o n  to exp o r t  p r o motion, l i b e r a l i z i n g  import 

pr o cedure, e x p a n d i n g  i n c e n t i v e s  to f o r eign p r i v a t e  

investments. The Revised I n d u s t r i a l  P o l i c y  of 1986 (RIP '86) 

and s u b s e q u e n t  p o l i c y  r e f o r m s  w e r e  d e s i g n e d  to s t r e n g t h e n  

these m e a s u r e s  further. The latest i n d u s t r i a l  p o l i c y  p r e s e n t e d  

by the GOB in A u g u s t  1991, d e s i g n e d  to e l i m i n a t e  the use of 

inv e s t m e n t  sch e d u l e s ,  has ma d e  it p o s s i b l e  for i n d u s t r i e s  to 

be set up w i t h i n  a c e i l i n g  of T k . 3 0 0  m i l l i o n  w i t h o u t  r e f e r e n c e  

to the g o v e r n m e n t .  ( D e t a i l s  on g o v e r n m e n t ' s  I n d u s t r i a l  

L o c a t i o n  Po l i c y  will be d i s c u s s e d  in the 4th C h a p t e r . )

However, no c o m p r e h e n s i v e  s t r a t e g y  for i n d u s t r i a l i z a t i o n  in

the s m a l l  and c o t t a g e  indu."5try s e c t o r  was e n v i s a g e d  b e f o r e

S F Y P . W i t h  a vi e w  to creating- o f f - f a r m  e m p l o y m e n t  and income

o p p o r t u n i t i e s ,  p r o m o t i n g  d i s p e r s a l  of i n d u s t r i e s  and

p r o d u c t i o n  and supply of b a sic need goods, i n d ustrial p o l i c y

was d i r e c t e d  t o w a r d s  d e v e l o p m e n t  of medium, small and c o t t a g e

i n d u s t r i e s  of agro s u p p o r t  and agro-based.^
u-

On the use of d o m e s t i c  resources, in the S F Y P  and T F Y P . As a 

m e a n s  to m i n i m i z e  trade gap and d i v e r s i f y  i n d u s t r i a l  base much 

i m p o r t a n c e  was a t t a c h e d  to d i v e r s i f i c a t i o n  of m a n u f a c t u r e d  

expo r t s  in lines w here B a n g l a d e s h  has c o m p a r a t i v e  advantage.
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2 .6  S e r v ic e  S e c to r

S e r vice sector, as a whole, is the most i m p o r t a n t  sector of

B a n g l a d e s h  in terms of its c o n t r i b u t i o n  to GDP. Th i s  s e c t o r  

for the p u r p o s e  of this s t u d y  in c l u d e s  constr u c t i o n ,  

t r a n s p o r t a t i o n  and c o m m u n i c a t i o n ,  power, gas, w ater and

s a n i t a r y  services, t r ade services, h o u s i n g  services, p u b l i c  

a d m i n i s t r a t i o n ,  b a n k i n g  and i n s u r a n c e  s e r v i c e s  and 

p r o f e s s i o n a l  and m i s c e l l a n e o u s  s e r v i c e s  c o n t r i b u t i n g  more than 

a half of the total GDP. Th i s  s e c t o r  c o n t r i b u t e d  54.3 perc e n t  

to GDP and p r o v i d e d  20.9 p e r c e n t  of the total e m p l o y m e n t  in 

1989.1® The g r o w i n g  i m p o r t a n c e  of this s e c t o r  is evid e n t

from T a b l e  2.5 i n d i c a t i n g  its i n c r e a s i n g  trend toward GDP.

In T a b l e  2.13 a b s o l u t e  and p e r c e n t a g e  share of d i f f e r e n t  

c o m p o n e n t s  of s e r v i c e  s e c t o r  to GDP and e m p l o y m e n t  and in 

T a b l e  2.14 p e r c e n t a g e  s h a r e  of d i f f e r e n t  c o m p o n e n t s  of the 

sector have been p r e s e n t e d  i n d i c a t i n g  p r o m i n e n c e  of

t r a n s p o r t a t i o n  and c o m m u n i c a t i o n ,  h o u s i n g  and trade s e r v i c e s  

and p r o f e s s i o n a l  and m i s c e l l a n e o u s  s e r v i c e s  in terms of 

c o n t r i b u t i o n  to GDP. On the o ther hand T a b l e  2.14 indicates 

that e m p l o y m e n t  in the trade s e r v i c e s  is the highest. 

E m p l o y m e n t  in the H o u s i n g  and pu b l i c  a d m i n i s t r a t i o n  s e r v i c e s  

t ogether s h o w s  an i n c r e a s i n g  trend w h i l e  that in the power, 

gas, w a ter and s a n i t a r y  s e r v i c e s  and p r o f e s s i o n a l  and 

m i s c e l l a n e o u s  s e r v i c e s  show a d e c l i n i n g  trend. It is e v i d e n t  

from T a b l e  2.13 that the i m p o r t a n c e  of the s e r v i c e  sector in
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terms of its c o n t r i b u t i o n  to GDP is c o n t i n u o u s l y  i n c r e a s i n g  

t h o u g h  e m p l o y m e n t  s hare of this se c t o r  is d i m i n i s h i n g .

However, in the p e r s p e c t i v e  of e c o n o m i c  d e v e l o p m e n t  of 

B a n g l a d e s h  the role of s e r v i c e  se c t o r  is no d oubt i m p o r t a n t  

i n d i c a t i n g  a t r a n s i t i o n a l  move of the economy.

Table 2.13

Share of Service Sector to 6DP and Eip)oy»ent

Service Sector 1983/8< 1936 1989
Share tD GDP E»ploy,ient Share to GOP Ei?ploy«ent Share tc 6DP EaploY«ent
'■jJ.a

mi.]
•< No.

(000)
X Taka

(Mil)
% ho.

(000)
X Talr.a

(Mil)
1 No.

(000)
X

Construction 18095 5.2 321 1.1 2S035 5.3 646 2.1 43110 5.8 662 1.3
Po!(er, Gas, 
l̂ ater, Sanitary 
Services

1939 O.fr 107 0.4 3545 0,7 ?S 0.1 8824 1,2 IS neg.

Transportation t 
Cpdiunication

26013 7.4 1209 4,2 61501 11.5 1321 4,3 750ol 10.2 1278 2.5

Trade Services 2B513 8.1 3271 11.5 45883 8.5 3832 12.5 61533 8,3 4130 8,2
Housing Services 

Public
Adsinistration

24867

13984

7.1

4,0
1089 3,8

40938

20867

7,6

3.9
1208 4,0

st358

32764

9.0

'4.4
2391 4.8

Banking t 
Insurance

5152 1.5 178 0,6 10116 1,9 3fc7 1.2 15110 2,1 238 0,5

Frnffcs-rjral ■!
Hiscelianeous
Service?

J1082 8.9 3250 12.0 59fr66 n.i 2563 8,3 98376 13.3 1795 3.0

14<)M5 J2.S 9425 33,6 271805 50,5 9975 32,5 401186 54.3 10512 20.9

oinii :;ro , i I ' t ' r  >.:Ti;*ioys5cni.
Vc'iriKK-k '.'iVy'i/H': ;iri'f !'or t-'i-.xiU’M ifii
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Percentage Share of Different CoBporients of 
Service Sector to GDP and EBploynent

Table 2.14

Components of 1£)83/84 1986 1989
Service Sector

GDP Employ­
ment

GDP Enploy-
ment

GDP Employ
-ment

Construction 12.1 3.4 10.6 6.5 10.8 6.3

Power, Gas,
Water & Sanitary

1.3 1.1 1.3 0.4 2.2 0.2

Transportation & 
Communication

17.4 12.9 22.8 13.2 18.7 12.1

Trade Service 19.0 34.8 16.9 38.4 15.3 39.3

Housing Services 16.7 15.0 16.5

Public
Administration 9.3

11.5
7.7

12.1
8.1

22.8

Banking & 
Insurance

3.4 1.9 3.8 3.7 3.8 2.2

Professional & 
Misc. Services

20.8 34.4 • 21.9 25.7 24.6 17.1

100.0 100.0 100.0 100.0 100.0 100.0

Source: BBS, LFS 1983/84, LFS 1989 for employment figures;
Statistical Yearbook 1984/85 and 1992 for production 
figures.

Note: Employment figures for housing and public administration 
subsectors are not available.
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2.7 C o n c l u d i n g  R e n a r k s

The s a l i e n t  f e a t u r e s  of the e c o n o m y  of B a n g l a d e s h  e m e r g i n g  

from tile p r e c e d i n g  d i s c u s s i o n  may be s u m m e d  up as follows.

First, like all o t h e r  d e v e l o p i n g  countries, the e c o n o m y  of 

B a n g l a d e s h  is a g r o - b a s e d  w i t h  u n f a v o u r a b l e  m a n - l a n d  ratio and 

is c h a r a c t e r i s e d  by i n c r e a s i n g  l a n d l e s s n e s s  of rural 

households. The a g r i c u l t u r e  s e c t o r  in B a n g l a d e s h  is 

o v e r w h e l m i n g l y  a s u b s i s t e n c e  a c t i v i t y  w i t h  low p r o d u c t i v i t y  

w h i c h  is c o v e r e d  by d e f e c t i v e  land te n u r e  system, l i m itation 

and lack of the use of m o d e r n  t e chnology, lack of a g r i c u l t u r a l  

f i n ance and n a t u r a l  calamities.

Secondly, a bout 109.8 m i l l i o n  p e o p l e  (1991 C e n s u s )  inhabit in 

a small area of B a n g l a d e s h  m a k i n g  it w o r l d ' s  m o s t  d e n s e l y  

p o p u l a t e d  country. Her p o p u l a t i o n  is r i s i n g  at a rapid rate 

a g g r a v a t i n g  the p r o b l e m  of u n e m p l o y m e n t  and u n d e r  e m ployment.

In order to m i n i m i z e  this p r o b l e m  the p o p u l a t i o n  g r o w t h  need
)

to be a d j u s t e d  to r e s o u r c e  a v a i l a b i l i t y .

T h irdly, the GDP s t r u c t u r e  and size of the c o u n t r y  e x p o s e s  a 

low r e s o u r c e  base, i n a d e q u a t e  d e v e l o p m e n t  of r e s o u r c e s  and 

u n d e r  u t i l i z a t i o n  of the p o t e n t i a l s  in a g r i c u l t u r e  and 

industry. The s t r u c t u r a l  c h a n g e  in GDP, is rather 

i n s i g n i f i c a n t  i n d i c a t i n g  a little c h a n g e  of the e c o n o m y  from 

a g r i c u l t u r a l  to n o n - a g r i c u I t u r a l  p r o d u c t i o n ,  from p r i m a r y  to 

n o n - p r i m a r y  a c t i v i t i e s .
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Fourthly, the B a n g l a d e s h  E c o n o m y  is c h a r a c t e r i s e d  by l opsided 

g r o w t h  in the m a n u f a c t u r i n g  sector, l o g i c a l l y  the important 

c o m p o n e n t  of GDP. S t r u c t u r a l  d u a l i s m  is the main f e a t u r e  of 

this sector. A m a j o r  p o r t i o n  of v alue a d ded in m a n u f a c t u r i n g  

is c o n t r i b u t e d  by the large s c ale i n d u s t r i e s  while the e c o n o m y  

is c o n s i d e r a b l y  d e p e n d e n t  on s mall and c o t t a g e  ind u s t r i e s  b o t h  

in terms of e m p l o y m e n t  and output. But the overall e x p a n s i o n  

in this s e c t o r  has been far from s a t i s f a c t o r y .  More about the 

s t r u c t u r e  of the m a n u f a c t u r i n g  ind u s t r y  will be d i s c u s s e d  in 

the 3rd chapter. The s t r i k i n g  feature i d e n t i f i e d  here is that

b e f o r e  the e m e r g e n c e  of second five year plan, no

c o m p r e h e n s i v e  i n d u s t r i a l  d e v e l o p m e n t  s t r a t e g y  was e n v i s a g e d  on 

the c o n s i d e r a t i o n  of c o m p a r a t i v e  a d v a n t a g e s  and r e s o u r c e  

e n d o w m e n t s  of the c o u n t r y  and on the b a s i s  of e x i s t i n g  s o c i o ­

p o l i t i c a l  structure. In the 1st plan a l l o c a t i o n  was s m all but 

their c a p i t a l  need for r e h a b i l i t a t i o n  and g r o w t h  was small 

too. S h o r t a g e  of c a p i t a l  u t i l i s a t i o n  w o r k i n g  c a p i t a l  and 

i n a d e q u a t e  i n f r a s t r u c t u r a l  s u p p o r t  and lack of i n t e r a c t i v e  

s u b c o n t r a c t i n g  a r r a n g e m e n t  b e t w e e n  the large m e d i u m  and small

i n d u s t r i e s  did not a l l o w  for a full r e a l i s a t i o n  of the 

p o t e n t i a l  in this field. W hile the s m all and c o t t a g e  

i n d u s t r i e s  s u f f e r e d  from a c a p ital shortage, the large and 

m e d i u m  i n d u s t r i e s  a d o pted more c a p ital i n t e n s i v e  t e c h n o l o g y  

e n c o u r a g e d  by liberal c r e d i t  and i n c e n t i v e  p a c k a g e  and

a c c o u n t e d  for an u n d e r - u t i l i z a t i o n  of capital. H o w e v e r ,

e f f e c t i v e  ways were e x p l o r e d  to d e v e l o p  the small and c o t t a g e
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i n d u s t r i e s  in the SFYP in w h i c h  g r e a t e s t  e m p h a s i s  had been 

g iven on tHte d e v e l o p m e n t  of labour i n t e n s i v e  small scale and 

co t t a g e  i n d u s t r i e s  w i t h  a v i e w  to m e e t i n g  b a sic needs of the 

rural p e o p l e  and c r e a t i n g  w i d e r  e m p l o y m e n t  o p p o r t u n i t i e s .  In 

the third five ye a r  plan p r i o r i t y  has also been given to the 

small s c ale and c o t t a g e  i n d u s t r i e s  in v i e w  of the p r o s p e c t s  

for d e v e l o p m e n t  at lesser i n v e s t m e n t  c r e a t i n g  larger 

e m p l o y m e n t  and export p o t e n t i a l s  o f f ered by these industries.

Fifthly, s e r v i c e  sec t o r  of B a n g l a d e s h  w i t h  d i f f e r e n t  

c o m p o n e n t s  a p p e a r s  w i t h  g r o w i n g  i m p o r t a n c e  in terms of its 

share to GDP and faster d e v e l o p m e n t  though s h are of e m p l o y m e n t  

in this sec t o r  is d e c l i n i n g  gra d u a l l y .  Yet, the c h a n g i n g  

p a t t e r n  of this s e c t o r  s u r e l y  d e p i c t s  a t r a n s i t i o n a l  trend of 

the B a n g l a d e s h  economy.
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CHAPTER 3

THE STRUCTURE OF MANUFACTURING INDUSTRIES 
SECTOR IN BANGLADESH

3 .1  I n tro d u c t io n

The m a n u f a c t u r i n g  sector is a m inor s e c t o r  of the B a n g l a d e s h  

Economy. It a c c o u n t s  for r o u g h l y  8.8 p e r c e n t  of GDP and absorb 

only about 7.5 p e r c e n t ^  of the total labour force. The main 

fact o r s  e x p l a i n i n g  the s m a l l n e s s  of the m a n u f a c t u r i n g  s e c t o r  

are c o n s i d e r e d  to be lack of capital, skill and education, 

u n d e v e l o p e d  i n f r a s t r u c t u r e  and low e f f e c t i v e  d e m a n d  for 

i n d ustrial goods. But this s e c t o r  th o u g h  small in size, can 

and should p l a y  a s t r o n g  and e x p a n d i n g  role in the p r o c e s s  of 

e c o n o m i c  d e v e l o p m e n t  of Bangla d e s h .  The s e c t o r  is r e l a t i v e l y  

small but i m p o r t a n t  for import s u b s t i t u t i o n ,  d o m e s t i c  

a v a i l a b i l i t y  of raw m a t erials, the i n h e r e n t  s t a b i l i t y  of w o rld 

d e m a n d  for p r i m a r y  p r o d u c t s  such as raw jute, forward and 

b a c k w a r d  lin k a g e s  and e m p l o y m e n t  of s u r p l u s  labour from 

a g r i c u l t u r e .

B a n g l a d e s h ,  the then East Pakistan, as it was known, was a 

p r i m a r y  p r o d u c i n g  region w i t h  little m o d e r n  i n dustry at the 

time of i n d e p e n d e n c e  in 1947. T h e r e  e x i s t e d  only a handful of 

large s c ale ind u s t r i a l  u n i t s  a few co t t o n  text i l e  mills, a few
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sugar mills, one cement f a c t o r y  and a n u m b e r  of ju t e  b a i l i n g  

presses. The first I n d u s t r i a l  P o l i c y  s t a t e m e n t  of the P a k i s t a n  

G o v e r n m e n t  d e c l a r e d  in April, 1948 had two basic o b j e c t i v e s

(i) to a c h i e v e  i n d u s t r i a l i s a t i o n  t h r o u g h  p r i v a t e  e n t e r p r i s e  

and (ii) to p r o m o t e  i n d u s t r i a l i s a t i o n  t h r o u g h  s u i t a b l e  and 

active G o v e r n m e n t  interv e n t i o n ;  w h i c h  a t t r a c t e d  Adamjee, one 

immigrant i n d u s t r i a l  f a m i l y  from West P a k i s t a n  to invest in 

jute m a n u f a c t u r i n g .  And the p r o c e s s  of i n d u s t r i a l  d e v e l o p m e n t  

in this region s t a r t e d  by A d a m j e e  for s e t t i n g  up three jute 

m a n u f a c t u r i n g  u nits 1,000 looms e a c h  a p p r o v e d  by the Pak i s t a n  

G o v e r n m e n t  by 1949. F o l l o w i n g  this more i n d u s t r i a l  units were 

e s t a b l i s h e d  by a s u c c e s s f u l  c o m b i n a t i o n  of G o v e r n m e n t  

P a t r o n a g e  and p r i v a t e  i n i t i a t i v e  over the next two decades. 

The p r i v a t e  inves t o r s  we r e  m o s t l y  West P a k i s t a n  is d u r i n g  the 

1950's and the e arly 1960's. Of course, it sh o u l d  be noted 

here that East P a k i s t a n  G o v e r n m e n t  d e v e l o p e d  1st unit of

A d a m j e e  and largest cotton mill Haslin be f o r e  the i m m i g r a n t s  

came in. So was the ca s e  w i t h  f e r t i l i z e r  and paper. However, 

by mid 1960's some B e n g a l i s  we r e  made i n t e r e s t e d  but they had 

m a i n l y  been e n g aged in small and m e d i u m  scale i n d ustrial 

a c t i v i t i e s  w i t h  small c a p i t a l  and limited m a n a g e r i a l

effic i e n c y .  The PIDC, P a k i s t a n  I n d u s t r i a l  D e v e l o p m e n t

C o r p o r a t i o n ,  e s t a b l i s h e d  in 1950 and EPIDC, a part of PIDC as 

d i v i d e d  in 1962, a s s i s t e d  and c o n t r i b u t e d  to the e s t a b l i s h m e n t  

of p r i v a t e  e n t e r p r i s e s  and e s t a b l i s h e d  ind u s t r i a l  u n its in the 

pu b l i c  se c t o r  also. From b e ing n e g l i g i b l e  in 1947, the
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i n d u strial ba s e  of B a n g l a d e s h  r e a ched a n o t i c e a b l e  level by 

the end of the 1960's. Some s t a t i s t i c s  on the ind u s t r i a l  

s e c t o r  in the p r e - l i b e r a t i o n  pe r i o d  will be p r e s e n t e d  in the 

next s e c t i o n  in T a b l e  3.1.
*

Wi t h  the a b ove b a c k g r o u n d  of i n d u s t r i a l i s a t i o n  in this region, 

the p u r p o s e  of this c h a p t e r  is to trace the s t r u c t u r e  of 

M a n u f a c t u r i n g  Sec t o r  in B a n g l a d e s h  and to e x a m i n e  the c h a n g e s  

in the s t r u c t u r e  of m a n u f a c t u r i n g  s e c t o r  since liberation. 

Se c tion 3.2 i l l u s t r a t e s  the s t r u c t u r e  and n a t u r e  of large and 

small s c ale industries. S e c tion 3.3 e v a l u a t e s  str u c t u r a l  

c h a n g e s  in the large and m e d i u m  s c ale industries. Size of 

m a n u f a c t u r i n g  e m p l o y m e n t  and its c o m p o s i t i o n  is a n a l y z e d  in

S e c tion 3,4. S e c t i o n  3.5 p r e s e n t s  the c o n c l u d i n g  remarks.

3.2 S t r u c t u r e  and N a t u r e  of L a r g e  and S m a l l  S c a l e  I n d u s t r i e s  
in B a n g l a d e s h

The m a n u f a c t u r i n g  sector, it is a l r e a d y  p o i n t e d  out, is small 

in B a n g l a d e s h .  T h i s  s e c t o r  c o n t r i b u t e d  Rs. 1672 mill i o n  <7.2 

p e r c e n t )  to GDP in 1969/70 at c o n s t a n t  1959/60 prices, 

c o m p a r e d  to T k . 64506 m i l l i o n  (8.8 p e r c e n t )  in 1989/90 at

c u r r e n t  m a r k e t  p r i c e s . ^  Xhe c o n t r i b u t i o n  of the large scale

i n d u s t r i e s  was Rs.783 m i l l i o n  (4.4 p e r c e n t )  and that of small 

m a n u f a c t u r i n g  was Rs . 8 8 8  m i l l i o n  (2.8 p e r c e n t )  in 1969/79, the 

c o r r e s p o n d i n g  figu r e s  for 1 9 8 9/90 h a v i n g  been T k , 37565 million 

(5.1 p e r c e n t )  and T k . 26941 m i l l i o n  (3.7 percent). On the 

contrary^ the m a n u f a c t u r i n g  sector, at the time p a r t i t i o n  of
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India in 1947, a c c o u n t e d  for about 4 p e r c e n t  of GDP in 

B a n g l a d e s h ,  the then East Pakistan. The largest share by far 

was that of the c o t t a g e  i n d u s t r i e s  p r o d u c i n g  h a n d l o o m  

textiles, salt, p r o c e s s e d  food, t o b a c c o  and b e v e r a g e s  and wood 

p r o d u c t s  and se c o n d  i m p o r t a n t  s h are came from small scale 

ind u s t r y  u n i t s  ( e m p l o y i n g  less than 10 workers). O n l y  about 

one half of a p e r c e n t  of GDP was a c c o u n t e d  for by the handful 

of large and m e d i u m  s cale i n d u s t r i a l  e n t e r p r i s e s  m a i n l y  

p r o d u c i n g  cotton t e x t i l e s . ^  In the s u b s e q u e n t  two d e c a d e s  a 

n u m b e r  of i m p o r t a n t  c h a n g e s  took p l a c e  in the s t r u c t u r e  of 

i n d u s t r i a l  p r o d u c t i o n  in the country. Two impor t a n t  c h a n g e s  

were noted to be the rapid e x p a n s i o n  of the p r o d u c t i o n  of jute 

and co t t o n  tex t i l e s  and the s h ift w i t h i n  m a n u f a c t u r i n g  t o w a r d s  

large s c ale produ c t i o n .  By 1969/70 n e a r l y  three q u a r t e r s  of 

i n d u s t r i a l  p r o d u c t i o n  was in two s u b - s e c t o r s ;  food, b e v e r a g e s  

and tobacco; and ju t e  and cotton textiles. The latter 

a c c o u n t e d  for 43 p e r c e n t  of the t o t a l . ^  Th i s  is shown in 

T a b l e  3.1. The J u t e  t e x t i l e s  industry, by far -the largest 

i n d u s t r y  b ased on i n d i g e n o u s  raw m a t e r i a l s  and p r o d u c i n g  

m a i n l y  for export, had by 1870 an e s t i m a t e d  c a p a c i t y  of 22,500 

l o o m s ®  s t a r t i n g  from s c r a t c h  and e m p l o y i n g  47 p e r c e n t  of all 

w o r k e r s  e m p l o y e d  in large s c a l e  m a n u f a c t u r i n g . ®

The next b i g g e s t  large s c ale i n d u s t r y  is d o m e s t i c  c o n s u m p t i o n  

o r i e n t e d  c o t t o n  t e x t i l e s  b ased largely on imported raw 

m a t erials. A bout 10 p e r c e n t  of this i n d u s t r y ' s  share is 

p r o d u c e d  by large and m e d i u m  i n d u s t r i e s  w h e r e a s  about 90
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T ab le  3 ,1  

Value Added in M anufacturing in 1969/70

I n d u s t r y  G r o u p P e r c e n t a g e Share

A. li.arg£-S.cale, H a n u f a c t u r i n g

i) Food, b e v e r a g e  and t o b a c c o  

ii) Ju t e  and co t t o n  t e x t i l e s  

iii) O t h e r s

B.
( i n c l u d i n g  C o t t a g e )

i) Food, b e v e r a g e  & t o b acco 
fBidi)

li) .Jnte and C o t t o n  t e xtiles 

iii) O t h e r s  

TO TAL

61.4

19. 1 

27.2 

15. 1

10.5

15.9 

IS. 2

38.6

1 0 0 . 0 0

Source: World Bank, B a n g l a d e s h  D e v e l o p m e n t  in a Rural
Economy, 1974.

p e r c e n t  b eing p r o d u c e d  by s m all and c o t t a g e  industries."^ In 

ad d i t i o n  to j u t e  and c o t t o n  t e x t i l e s  the p r o d u c t i o n  of sugar, 

tea, hides and skins, leather, p aper and n e w s p r i n t  p r o c e s s e d  

fish, wood m a n u f a c t u r e s  and c e r a m i c s  and ur e a  f e r t i l i s e r  gr e w  

up s l o w l y  based on the d o m e s t i c  resources, by 1969-70. The 

P a p e r  and the N e w s p r i n t  i n d u s t r y  g r e w  in 1952 and 1954. The 

fir.st f e r t i l i s e r  b e c a m e  o p e r a t i v e  in 1964. However, over 65 

p e r c e n t  of all ind u s t r i a l  p r o d u c t i o n  in the b e g i n n i n g  of the 

1 9 7 0 's was g g r o - b a s e d . s  By this time a range of 

p h a r m a c e u t i c a l  and c h e m i c a l  products, iron and steel, ship 

building, oil refining, cement, cigar e t t e s ,  edible oil and
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<

fertiliser, a s s e m b l i n g  of car and m o t o r  cycle, b a t t e r i e s  

ca b l e s  began to g r o w  on the basis of imported raw m a t e r i a l s  

and i n t e r m e d i a t e  g o o d s  u n der p r o t e c t i v e  tariff and other

import r e s t r i c t i v e  policies.

However, in the s u b s e q u e n t  two d e c a d e s  f o l l o w i n g  p a r t i t i o n  in 

1947, the m a n u f a c t u r i n g  se c t o r  g r e w  at over 6 p e r c e n t  per 

annum® and the share of v a l u e  added in m a n u f a c t u r i n g  se c t o r  

in total GDP incre a s e d  to 7.2 p e r c e n t  from 4.1 p e r c e n t  in 

1949/50. T a b l e  3.2 s h ows p e r c e n t a g e  c o n t r i b u t i o n  of large and 

small s c a l e  i n d u s t r i e s  to GDP since 1949/50.

Table 3.2

Percentage of Large and Snail Scale Industries to 
Gf)P siiico 1949/50 (At ccxistant 1972/73 prices)

Industry 1949-50 69-70 75-76 79-80 82-83 87-88 89-90

Total 4.1 7.2 10.1 10.7 10.2 8.5 8.8

Large scale 0.6 4.4 5.6 6.1 5.7 4.8 5.1

Small scale 3.5 2.8 4.5 4.6 4.5 • 3.7 3.7

Source; World Bank Report for 1969/70 figures (at constant 1959/60 
prices). BBS, Statistical Yearbook 1978, 1981/82,
Statistical Pocket book 1983/84, 1991 for 87-88 figures (at 
current market prices) and 1992 for 89-90.

The p e r c e n t a g e  share of m a n u f a c t u r i n g  sector to GDP d e c l i n e d  

i m m e d i a t e l y  a f t e r  lib e r a t i o n  due to the s e v e r e  s h o r t a g e  of 

fore i g n  e x c h a n g e  to import raw m a t erials, as well as p h y s i c a l  

d i s r u p t i o n s  caused d u r i n g  the war and the loss of managers, 

ow n e r s  and West P a k i s t a n  market. The g o v e r n m e n t  of B a n g l a d e s h
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e s t i m a t e s  that i n d u s t r i a l  a s s e t s  w o r t h  more than T k . 2 9 0  

m i l l i o n  were d e s t r o y e d  d u r i n g  the l i b e r a t i o n  w a r . ^ o  Apart 

from the e f f e c t s  of war, p r o b l e m s  a s s o c i a t e d  with the 

n a t i o n a l i s a t i o n  p r o g r a m m e  in 1972, l e a d i n g  to radical ch a n g e  

in the w h o l e  f r a m e w o r k  of i n d u s t r i a l  ownership, m a n a g e m e n t  and 

p o l i c y  c o n t r i b u t e d  to d e c l i n e  in the m a n u f a c t u r i n g  sector. To 

these were f u r t h e r  added the a b o l i t i o n  of the Ex p o r t  B o n u s  

Sch e m e  and d e v a l u a t i o n  of d o m e s t i c  c u r r e n c y  soon after 

L i b e r a t i o n  a f f e c t i n g  e x p o r t  o r i e n t e d  industries.

The n a t i o n a l  a c c o u n t s  show that a m a j o r  p o r t i o n  of value added 

in m a n u f a c t u r i n g  is c o n t r i b u t e d  by the large scale i n d u s t r i e s  

w h ile the e c o n o m y  is c o n s i d e r a b l y  d e p e n d e n t  on small s c ale and 

c o t t a g e  i n d u s t r i e s  (Table 3.2). The a n n u a l  c o m p o u n d  g r o w t h  

rates of v alue added d u r i n g  the p e r i o d  from 1 9 4 9 / 5 0  to 

1959/60, 1 9 5 9/60 to 1969/70, 1973/74 to 1983/84 and 1 9 8 4/85 to 

1989/90 have been pro.iected in T a b l e  3,3.

The n o t a b l e  f e a t u r e  that a p p e a r s  is the d e c l i n i n g  g r o w t h  rate 

in the large s c ale and i n c r e a s i n g  g r o w t h  rate in the small 

s c a l e  m a n u f a c t u r i n g  s e c t o r  upto 1983/84. The g r o w t h  rate in 

the large scale se c t o r  d u r i n g  the p e r i o d  from 1949/50 to 

19 5 9/60 is r e m a r k a b l y  high. T h i s  has been p o s s i b l e  due to the 

fact that i n d u s t r i a l i s a t i o n  in the large scale se c t o r  had its 

start in the post i n d e p e n d e n c e  p e r i o d  i.e. a f ter 1947. Upto 

this p e r i o d  the m a n u f a c t u r i n g  s e c t o r  was d o m i n a t e d  by the 

sm all s cale sector. The initial high rate of g r o w t h  in the
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Annual Connjoijnd Growth Rate of Value Added in 
the Manufacturing Sector

Table 3.3

49/50-59/60 59/60-69/70 73/74-83/84 84/85-89/90

Manufacturing 6.3 6 .4 9. 0 4.0

Large scale 19.3 9 .8 7. 8 6.1

Small Scale 2.3 2 .6 12:.8 1.8

Growth rate computed from the following figures 
(in million Taka)

1949/50 59/60 69/70 73/74 83/84 84/85 1989

Manufacturing 472 912 1696 3402 7875 28324 34780

Large scale 69 406 1041 2224 4390 15028 20254

Small scale 403 506 655 1178 3485 13296 14526

Note: Figures from 1949/50 to 1969/70 at 1959/60 factor cost, (World 
Bank Figures from 1973/74 to 1983/84 at 1972/73 Constant Prices), 
figures for 1984/85 and 1989/90 at 1980/81 constant prices, taken 
from BDS, Vol. XIX, Harch-June 1991, p.30.

large s c ale s e c t o r  could no't however, c o n t i n u e  in the 

s u b s e q u e n t  period. The po s t  lib e r a t i o n  period- e x p e r i e n c e s  

lowest rate of growth, m o s t  p r o b a b l y  due to war d i s t u r b a n c e s  

and f r e q u e n t  c h a n g e s  in the i n d u s t r i a l  p o l i c y  of the post 

l i b e r a t i o n  g o v e r n m e n t  ( d i s c u s s e d  in the 2nd Chapter). G r o w t h  

rate in the small s cale in d u s t r y  s e c t o r  f a lls to 1.8 p e r c e n t  

d u r i n g  1984/85 to 1989/90 from 12.8 p e r c e n t  d u r i n g  1973/74- 

83/84. L arge s cale se c t o r  still e x p e r i e n c e s  lower rate of 

g r o w t h  than before.
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The n u m b e r  of r e g i s t e r e d  f a c t o r i e s  by ma.ior industrial groupfj- 

in 1 9 8 2/83 is 3300 as a g a i n s t  3130 in 1 9 6 8 / S 9 . H  The nu m b e r  

of large and m e d i u m  s cale i n d u s t r i e s  was 1276 in 1970/71 and 

i n c r e a s e d  to 2728 in 1 9 8 1 / 8 2 . 1 2  j[-i 1 9 8 7 / 8 8  the n u m b e r  of 

e s t a b l i s h m e n t s  incre a s e d  to 4 7 9 3  of w h i c h  167 are g o v e r n m e n t  

owned u n i t s  45 9 3  p r i v a t e  owned and 33 are u n d e r  j o i n t - v e n t u r e . 

Out of 4 7 9 3  u n i t s  635 are in food, 2316 are in textile, 430 

are in c h e m i c a l s  of w h i c h  5 are f e r t i l i s e r  i n d ustries 

c o n t r i b u t i n g  m a jor part of the v a lue added in chemicals,

In addition, there are a large nu m b e r  of s m all n o n - r e g i s t e r e d  

and c o t t a g e  industries. S u f f i c i e n t  i n f o r m a t i o n  about small and 

c o t t a g e  i n d u s t r i e s  are not available. The B a n g l a d e s h  Small and 

C o t t a g e  I n d u s t r i e s  C o r p o r a t i o n  (BSCIC) e a r l i e r  known as E P S I C  

(East P a k i s t a n  Small I n d u s t r i e s  C o r p o r a t i o n )  e s t a b l i s h e d  in 

1957, has the o v e r a l l  r e s p o n s i b i l i t y  for p r o m o t i o n  of small 

s cale and c o t t a g e  i n d u s t r i e s  in the c o u n t r y  and takes in t e r e s t  

in g e n e r a t i n g  d a t a  for p o l i c y  and p r o g r a m m e  d e v e l o p m e n t  

purposes. A s u r v e y  Report on S m a l l - s c a l e  i n d u s t r i e s  in 1978 

r e v e a l s  that 2 4 005 small i n d u s t r i e s  of 129 types in 1978 were

in o p e r a t i o n  in B a n g l a d e s h .  T h e . l a r g e s t ..n u m b e r of Jinits___Her..s.

in ■xlc.e___nuLIIs numbering.__ 122 1 2 _ H h i c h  acc.Q.unted,, £p,r. ,.5..1. pg.rc,e.at.

o f e n t ire s m a ll u n i t s . B a k e r y  2X67 (9% of total units) Flour

m ills 1315 (5.5%) L i ght E n g i n e e ring W orks 1120 (4.7%), H o s i e r y  

732 (3%), Oil H i lls 577 (2,4%) and the rest were other 123

types of industries. On the o ther hand, a s u m m a r y  s t a t i s t i c s  

of c o t t a g e  i n d u s t r i e s  in B a n g l a d e s h  ma d e  by B S CIC in 1980
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r e v enls that at the end of IdBO there were ,.-ot.tage

industrig] units in B a n g l a d e s h  . i** The tc-taJ nijirtiier of 

p e r s o n s  e n g aged in c o t t a g e  i n d u s t r i e s  were 'd, 16, yny in lytiU.

The s u r v e y  also reve a l s  that with 4 5 , 2 X 3  units ul4.Uhi;-,; of 

tota] units. T a i l o r i n g  ind u s t r y  tops th-- liyt j', 1 iow'-ri by 

ba m b o o  and cane p r o d u c t s  industry with 4L'.16.'r' units (lil.lKi) 

of total units. Salt p r o d u c i n g  u n i t s  2d , 0 7 3  {6.7%), Fish Net 

m a n u f a c t u r i n g  u n i t s  19,599 (6.09^), Rice mill 17,285 (5.3S),

P o t t e r y  16,522 (5.15%) and wood p r o d u c t s  13,420 (4.17%)

re s p e c t i v e l y .  T a b l e  3.4 r e p r e s e n t s  g r o w t h  of small and c o t tage 

in d u s t r i e s  (in t e rms of n u m b e r  of p r o d u c t i o n  u n its and 

e m p l o y m e n t )  in B a n g l a d e s h  s i nce 1961.

T ab le  3 .4

Growth o f  Sm all S c a le  and C o tta g e  I n d u s t r i e s  s in c e  1961

Year Small s c ale I n d u s t r i e s C o t t a g e  I n d u s t r i e s  
( E x c l u d i n g  H a n d l o o m )

N o . of 
Units

E m p l o y m e n t  
in lakh

No . of 
Units

E m p l o y m e n t  
in lakh

1961 16331 2.20 2 34934 6. 75

1980 24005 3.30 3 2 1 7 4 5 9. 16

1985 28304 3.65 368064 10.50

1990 S8104 3. 87 4 0 3 2 3 7 13. 50

Source: B S C I C  Annual Re p o r t  1984, 1985/86 and 1991,
E m p l o y m e n t  f i g u r e s  for 1990 are a p p r o x i m a t e  
f i g u r e s  on the b a sis of 93% of new e m p l o y m e n t  of 
3 2 0 3 3 8  in the c o t t a g e  i n d u s t r i e s  sector and the 
rest in the s mall scale sector.
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The c o n t r i b u t i o n  of small and c o t t a g e  i n d u s t r i e s  however, is 

likely to be s u b s t a n t i a l l y  u n d e r e s t i m a t e d  by o f f i c i a l  

s t a t i s t i c s  in Bangl a d e s h .  Moreover, b e c a u s e  of the labour 

in t e n s i v e  c h a r a c t e r  of these t r a d i t i o n a l  enterprises, their 

s hare in e m p l o y m e n t  is striking.

A v a i l a b l e  e v i d e n c e  s u g g e s t s  that they emp l o y e d  about 82.2 

p e r c e n t  of the total i n d u s t r i a l  labour force in 1981/ 8 2 1 ®  

and mo r e  than 93% in 1 9 8 7/88 (Table 3 .1 1 ).ie

T he m a n u f a c t u r i n g  s e c t o r  in B a n g l a d e s h  is d o m i n a t e d  by 

c o n s u m e r  g o o d s  and i n t e r m e d i a t e  g o o d s  industries. T able 3.5 

e x p o s e s  that m o r e  than f i fty p e r c e n t  of v a l u e  added c o mes from 

c o n s u m e r  g o o d s  i n d u s t r i e s  while a bout fifty p e r c e n t  of 

e m p l o y m e n t  is a c c o u n t e d  for the i n t e r m e d i a t e  g o o d s  industries.

Table 3.5

Structure of Large and Hediui Scale Hinuficturlng Sector 
in Bangladesh by End Use (in percentage)

Industries Value added £iplDy«ent Fixes Asset
69/70 1 76/77 1 Sl/32 1 S5/S6 69/70 76/77 ei/32 69'70 7a/77 101/82

Consumer goods 591: 545t m 59̂ 45i 4JX 39̂ m
interaediate 35X 2̂ 1 m m 523; m 561 521
goods
Capitil goods 221 ni 27. SX bl 6X 5i 'm

Source: PBS, CHI 1969/70. 1976/77, 1931/S;,

Note: CDnsuspr quDtfs, Inter̂ ediatE qocds and Capital gnods i!?duEtrips are defined ir, )JnnE*ure'2
ficcording fc CM! 1962/63.
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The d e c r e a s e  in v alue added by the consumer, goods i n d u s t r i e s  

in 1 9 7 6/77 and in 1981/82 is m a i n l y  due to fall in the share 

of t e x t i l e  i n d u s t r i e s  to 7 p e r c e n t  in 1976/77 and to 9 p e r c e n t  

in 1981/82 from about 23 p e r c e n t  in 1969/70. The increase in 

v a l u e  added by c a p i t a l  g o o d s  i n d u s t r i e s  in 1976/77 is m a i n l y  

due to s h a r p  inc r e a s e  in the s h are of B asic Metal Industries. 

D u r i n g  1981/82, the same s e c t o r  e x p e r i e n c e d  lower value added 

due to d e c r e a s e d  s h are in the B asic M e t a l  Industries. The

o t her n o t a b l e  f e a t u r e  is the i n c r e a s i n g  s h a r e  of fixed as s e t s

in the c a p i t a l  g o o d s  i n d u s t r i e s  and d e c l i n i n g  share of the 

same in the i n t e r m e d i a t e  g o o d s  i n d u s t r i e s  over the p e r i o d  from 

1969/70 to 1981/82. However, value added f i g ures for 1985/86 

sh o w  a s l i g h t  up w a r d  c h a n g e  in the s hare of c o n s u m e r  g o o d s  and 

i n t e r m e d i a t e  g o o d s  w h e r e a s  the s h are of c a p i t a l  g o o d s

e x p e r i e n c e s  a s harp fall to 2% from 12% in 1981/82. T h i s  is 

i n d i c a t i v e  of the a b s e n c e  of any r e m a r k a b l e  ch a n g e  in the 

s t r u c t u r a l  c o m p o s i t i o n  of m a n u f a c t u r i n g  v a l u e - a d d e d  and

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

o v e r a l l  sl o w  p r o g r e s s  t o w a r d s  the pa t h  of self s u s t a i n e d

g r o w t h .

3.3 S t r u c t u r a l  C h a n g e s  in L a r g e  and M e d i u m  S c a l e  I n d u s t r i e s  
in B a n g l a d e s h

With a b ove i n f o r m a t i o n  about m a n u f a c t u r i n g  sec t o r  we now like 

to e x a m i n e  the s t r u c t u r a l  c h a n g e s  in the large and m e d i u m

scale i n d u s t r i e s  in B a n g l a d s s h .  T a b l e  3.6 shows c h a n g e s  in
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a v e r a g e  s i z e  of e s t a b l i s h m e n t  in m a jor i n d ustries of 

B a n g l a d e s h  over the p e r i o d  from 1969/70 to 1987/88.

Table 3.4

Change in Average Size of Establishients Over Tiie 
Both in teres of Eiploy*ent and Fixed Asset

dajDr Industries Eifiplcyaent Fixed Asset
69/70 7i/77 1 ai/82 87/88 49/70 76/77 1 81/82 87/83

Food f!fg. 104 99 85 88 1337 1S41 3010 . 6250
Tobacco 232 231 217 201 2491 3674 370<i 20684
Teytils 304 369 229 134 2476 3674 3709 3440

Paper fc Frod. 177 205 3ie 5E0 93t9 29572 42580 35135
Leather i Frod. 29 26 22 49 ‘l30 233 973 7756
Cnetfical i Prod, 66 71 30 94 1327 37lb 377B 3323S
Non-setillir »inersl 70 75 101 140 341 2327 3158 24210
Bssic Ketai Prod. 95 193 203 73 2501 12577 11173 4709
Netal Prod, i Es- 
f̂ sLhiner/

33 33 38 37 132 20’’ 1686 . 2948

Machinery, Ex- 
Electrical

41 36 64 53 190 <?45 11667 10443

Elec. Machinery 76 95 110 102 657 2669 16596 4636
Transport Equipeent 128 204 139 95 835 3426 2905 3514

Source: £B3, CalcuiatedI froi CHI 1969/70, 1976/77, 1981/82 and 1987/80.

The mo s t  s t r i k i n g  f e a t u r e  is that the ch a n g e  by e m p l o y m e n t  is 

not so r e m a r k a b l e  w h i l e  the c h a n g e  by fixed asset is 

r e m a r k a b l y  n o t i c e a b l e .  Th i s  is of c o u r s e  i n d i c a t i v e  of a 

change t o w a r d s  high c a p i t a l  i n t e n s i v e n e s s  of the m a n u f a c t u r i n g  

sector as a whole. T h o u g h  the main p r o b l e m  with the s t ock of 

fixed a s set d a t a  is that these are bo o k  v a l u e s  written do w n  at 

initial p r i c e s  to w h i c h  new i n v e s t m e n t s  (at c u r r e n t  prices) 

are added from time to time and from w h i c h  some not i o n a l
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d e p r e c i a t i o n  is d e d u c t e d  on an a n n u a l  basis. Thus, the year 

e n d i n g  c a p i t a l  s t o c k  d a t a  are not v e r y  m e a n i n g f u l  entities. 

However, an idea of net a d d i t i o n  to c a p i t a l  stock to d i f f e r e n t  

s u b s e c t o r s  can be o b t a i n e d  from these figures.

In T a b l e  3.7 an a t t e m p t  has been made to show s t r u c t u r a l  

changes, though not in c o h e r e n t  pattern, in some large and 

m e d i u m  s c ale industries. The table s hows p e r c e n t a g e  c h a nges in 

the s hare of v a lue a d ded by m a j o r  i n d u s t r i e s  c o n t r i b u t i n g  

a bout 80% of the total m a n u f a c t u r i n g  v a l u e  added in some 

s e l e c t e d  years.

T a b l e  3.7

C h a n g e s  in the P e r c e n t a g e  S h a r e  of V a lue A d d e d  
b y  So n e  M a j o r  I n d u s t r i e s

I n d u s t r i e s 69/70 72/73 74/75 7 6 / 7 7  1rsl/82 |s7/88

Food Mfg. 14 .8 7 . 8 10.8 10. 9 12.5 11.0

T o b a c c o 1.3 19.8. 25.8 13. 2 2.4 9.8

T e x t i l e 44,4 44.9 38.7 32. 1 38.9 33.9

C h e m i c a l 10.7 11. 3 10. 9 12.5 21.1 17.4

Basic Metal 2.4 4.4 4.4 17.3 ■ 8.9 2.9

All M a c h i n e r y  
E x - E l e c t r i c a l

1.4 0.8 0.6 0.8 1.7 0.9

M etal Prod. 
E x - M a c h i n e r y

0.9 2.2 1.2 5.4 1 . 9 1.4

R e a d y - m a d e
G a r m e n t s

0.3 1.9

Source: BBS, CMI 1969/70, 72/73, 74/75, 76/77, 81/82 and
87/88.
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The p e c u l i a r i t y  o b s e r v e d  is the f a l l i n g  share of value added 

by the textile, food, chemical, b a sic metal and other

i n d u s t r i e s  except t o b a c c o  and r e a d y - m a d e  g a r m e n t s  in 1987/88

c o m p a r e d  to the year 1981/82. T e x t i l e  i n d u s t r y  is obs e r v e d  to 

c o n t r i b u t e  the h i g h e s t  of the m a n u f a c t u r i n g  v a l u e  added t h o u g h  

w i t h  a f a l l i n g  trend. O t h e r  s e c t o r s  e x p e r i e n c e  ups and d o w n s  

in the share of v a l u e  added. T a b l e  3.8 d i s p l a y s  the trend 

g r o w t h  rates^"^ of s e l e c t e d  i n d u s t r i a l  p r o d u c t s  d u r i n g  the 

p e r i o d  from 1975/76 to 1982 / 8 3  and 1 9 8 1/82 to 1987/88.

The table e x p o s e s  a c o n s i d e r a b l e  g r o w t h  rate in the beverage, 

n o n - e l e c t r i c a l  m a c hinery, b asic metal and e l e c t r i c a l  g oods 

se c t o r  ex c e p t  in a few item of them d u r i n g  1975/78 to 1981/82. 

None of the c o m p o n e n t s  of the T e x t i l e  i n d u s t r y  has g r o w n  

resp e c t a b l y ,  cotton c l o t h  w i t h  m i n i m u m  and ju t e  s a c k i n g  ra t h e r  

h a v i n g  n e g a t i v e  g r o w t h  rates. S h r i m p s  and frog legs in Food 

ind u s t r y  faces a n e g a t i v e  g r o w t h  rate w h i l e  other items have a 

fair g r o w t h  rate d u r i n g  the same period. G r o w t h  rate f u r t h e r  

d e c l i n e s  d u r i n g  1982/83 to 1987/88 in food', b e v e r a g e  and

t e x t i l e  i n d u s t r i e s  e x c e p t  in a few item like shrimp & frog

legs, c o u n t r y  type liquor and o ther s p i r i t  etc. B asic metal 

i n d u s t r i e s  e x p e r i e n c e s  a n e g a t i v e  g r o w t h  rate. The po s i t i o n  is 

better w i t h  paper, e l e c t r i c  goods, t r a n s p o r t  e q u i p m e n t s  and 

r e a d y - m a d e  g a r m e n t s  industries.
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Table 3.8
Trend Growth Rates of Selected Industrial Products 

Over 1975/76-82/83 and 1983/84-87/88

Broad Industrial 
Category

Name of Products Trend rate of Growth in %

75/76-82/83 82/83-87/88
Food Mfg. Shrimps Frog legs -15.59 25.96

Sugar 6.95 0.07
Molasses 7.38 0.36
Tea 3.00 0.90

Beverage Rectified Spirit 1.61 -4.51
Other Spirit 10.61 12.65
Foreign type liquor 17.47 -8.47
Country type liquor 2.61 23.37

Tobacco Cigarette 3.90 0.0
Textile Cotton yarn 2.42 0.55

Cotton cloth 0.47 0.53
Jute Hessian 4.21 -0.74
Jute sacking -15.97 -1.10
Carpet backing 0.45 -6.69

Paper Writing paper 1.76 4.67
Printing paper 7.78 13.15
Packing paper -1.38 11.49
Newsprint 8.59 13.20
Particle board -9.63 33.50

Chemical Fertilizer 5.57 25.40
Sulphuric acid -6.64 12.06
Matches 8.33 2.29

Petroleum 1.88 2.47

Non-metallic Cement 6.07 0.22
Product Glass Sheet 7.71 3.55
Basic Metal Iron & Steel 8.73 -2.61

Non-electric Machinery 43.16 7.49

Electric goods Fan 13.42 5.61
Radio 14.71 -14.39
Bulb 10.40 11.06
Tube light -4.78 8.91
Television 37.71 26.20
Telephone set 8.95 6.72

Transport equipment -7.00 8.49

Ready-made garments n.a. 46.92

Source: BBS, Statistical Year Book 1984/85. CMI 1987/88
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However, this s i g n i f i c a n t  i n t e r - i n d u s t r y  v a r i a t i o n  in rates of 

g r o w t h  d u r i n g  the a b ove period d o e s  not indicate s i g n i f i c a n t  

ch a n g e  in the s t r u c t u r e  of m a n u f a c t u r i n g  p r o d u c t i o n  on a large 

and m e d i u m  scale in B a n g l a d e s h .  The high g r o w t h s  d u r i n g  this 

p e r i o d  are often a s s o c i a t e d  wi t h  q u i t e  small base in 1974/75. 

S t a t i s t i c a l  d a t a  rather i n d i c a t e s  m a r g i n a l  s t r u c t u r a l  ch a n g e  

in large and m e d i u m  s c ale m a n u f a c t u r i n g  se c t o r  in B a ngladesh.

3.4 Si z e  of M a n u f a c t u r i n g  E n p l o y m e n t  and its C o n p o s i t i o n  in 
B a n g l a d e s h

I n f o r m a t i o n  about e m p l o y m e n t  in the m a n u f a c t u r i n g  s e c t o r  are

a v a i l a b l e  from d i f f e r e n t  r e p orts on p o p u l a t i o n  c e n s u s  and

labour force survey. T a b l e  3,9 s hows e m p l o y m e n t  in the 

m a n u f a c t u r i n g  se c t o r  in d i f f e r e n t  p e r i o d s  and g r o w t h  rate 

d u r i n g  the p e r i o d  from 1861 to 1974, 1974 to 1983/84, and

1983/84 to 1989.

T h i s  table s hows an i n c r e m e n t a l  p e r c e n t a g e  cha n g e  in

e m p l o y m e n t  fr o m  4.8 p e r c e n t  in 1974 to 7.6 p e r c e n t  in 1983/84 

and to 13.9 p e r c e n t  in 1989 of the total c i v i l i a n  labour 

force. It can be sta t e d  that the size of the m a n u f a c t u r i n g  

e m p l o y m e n t  is still very small ta k i n g  t o g e t h e r  large s c ale and 

small and c o t tage i ndustry sectors. It is important to note 

here that a b o u t  96.8 p e r c e n t  of the m a n u f a c t u r i n g  labour force 

is in the large scale, small scale and c o t t a g e  ind u s t r i e s  in 

the p r i v a t e  se c t o r  of w h i c h  about 93.0 p e r c e n t  is a c c o u n t e d  

for by c o t t a g e  i n d u s t r i e s  alone. E m p l o y m e n t  figure in c o t tage
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Tuble 3.9 

Kirploynent iri the Manufacturing Sector

1961 1974 1963/84 1 1989

Total civilian labour force 
(in Million)

16.8 21.4 27.9 50.1

Employment in Manufacturing 
(in thousand)

810 1026 2108 6975

Mfg. EmployiTient in percentage 
of the total labour force

4.8 4.8 7.6 13.9

1961-74 11 74-83/84 83/84-69

Compound growth rate of mfg. 
employment

1.8 5.8 27.0

Source: BBS, Preliminary labour force survey 1983/84, p.32, and LFS
1989.

i n d u s t r y  se c t o r  d i f f e r s  from T a ble 3.4 b e c a u s e  of d i f f e r e n c e  

in s y s t e m  of a c c o u n t i n g  by BBS & BSCIC. (Table 3.10).

The t a ble s h o w s  that the b u l k  of e m p l o y m e n t  in the i n d u s t r i a l  

s e c t o r  is in c o t t a g e  industries. The p u b l i c  sec t o r  

c o r p o r a t i o n s  em p l o y  only about 3.2?^ of the total ind u s t r i a l  

labour force w h ile large and small s c a l e  p r i v a t e  s e c t o r  is 

very small and e m p l o y  on l y  about 4% of the m a n u f a c t u r i n g  

labour force. The fall of pu b l i c  s e c t o r  e m p l o y m e n t  from 13.7X 

in 1981/82 to 3,2% in 1987/88 is a s s o c i a t e d  with the c h a n g e s  

in i n d u s t r i a l  p o l i c y  r e g i m e s  i.e. due to large scale 

d e n a t i o n a l i z a t i o n .
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T a b l e  3.10 

E m p l o y n e n t  in the M a n u f a c t u r i n g  Sec t o r

Se c t o r E m p l o y m e n t % of :Share

82/82 87/88 81/82 8 7/88

P u b l i c  Se c t o r  
( in thousand )

310.2 223 13.7 3.2

P r i v a t e  Se c t o r  
(in t h o u s a n d )

1958.5 6976 86.3 96.8

(a) Large and M e d i u m  
Scale u nits

93. 2 489 4 . 1 3.8

(b) Small s c ale u n i t s

(c) C o t t a g e  Units

4 0 0.0

1465.3
6487

17. 6 

64 .6
93.0

22 6 8 . 7 7 1 9 9 . 0 100.0 100.0

Source: W o rld B a n k  for 1981/82 f i g u r e s ; BBS, S t a t i s t i c a l
P o c k e t  book 1992 for 1 9 8 7/88 figures.

T a b l e  3.11 .shows e m p l o y m e n t  s t r u c t u r e  in some m a j o r  i n d u s t r i e s  

as p e r c e n t a g e  of the total large s c ale ind u s t r i a l  e m p l o y m e n t  

in some s e l e c t e d  y e a r s  and reveals some facts about p e r c e n t a g e  

c h a n g e s  in the e m p I o y m e n t  s t r u c t u r e  in this sector.

The n o t e w o r t h y  f e a t u r e  that f o l lows is that the t e x t i l e  

i ndustry alone a c c o u n t s  for about 60 p e r c e n t  while textile, 

food and c h e m i c a l  t o g e t h e r  a c c ount for a b out 80 p e r c e n t  of the 

total large s c ale m a n u f a c t u r i n g  employn-ient. T h e s e  three 

i n d u s t r i e s  c o n t r i b u t e  60 p e r c e n t  w h ile the textile i n dustry 

a lone c o n t r i b u t e  more than one third of the 'total v alue added
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M a n u f a c t u r i n g  E n p l o y m e n t  by S o n e  M a j o r  I n d u s t r i e s  
and C h a n g e s  O v e r  T i n e

Table 3.11

I n d u s t r i e s 69/70 71/72 76/77 81/82 87/88

Food Mfg. 12 .7 9.9 12.9 9.1 10.8

T o b a c c o 2.0 2.8 1.4 1.3 1.2

T e x t i l e 63.4 67.8 81. 1 65 . 1 59 .3

C h e m i c a l 7.6 6.3 7.7 7.3 7.8

P aper & its p r o d u c t 1.5 1.7 2.5 2.0 2.0

B a sic Metal
M etal P r o d u c t  
E x - M a c h i n e r y

2.8 3.4 4.3 4 . 1 3.4

M a c h i . E x - E l e c t r i c a l 1.2 1. 1 1.0 1.7 1.3

M i s c e 1 laneous 8.8 7.0 9. 1 9.3 14.2

100.0 100.0 100. 0 100. 0 100.0

Source: BBS, CMI 1969/70, 1976/77, 1 9 8 1/82 & 1987/88.

in the m a n u f a c t u r i n g  s e c t o r  (Table 3.8). The trend g r o w t h  

rates of e m p l o y m e n t  by i n d u s t r i e s  have been p r e s e n t e d  in T a ble 

3.12.

D u r i n g  1962-71 the g r o w t h  of e m p l o y m e n t  was b a s i c a l l y  

c o n c e n t r a t e d  in Tobacco, Textile, E l e c t r i c a l  machinery. 

F u r n i t u r e  and P e t r o l e u m  i n d u s t r i e s  at a c o n s i d e r a b l e  rate 

w h ile trend g r o w t h  rates of e m p l o y m e n t  were very low for Food 

and B e v e r a g e  industries. O t h e r  i n d u s t r i e s  e x p e r i e n c e d  n e g a t i v e  

g r o w t h  rates d u r i n g  the same period. The wood and cork 

ind u s t r y  w h i c h  d e c l i n e d  at a fast rate d u r i n g  1962-71 

r e g i s t e r e d  the highest e m p l o y m e n t  g r o w t h  rate d u r i n g  1973-82.
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T r e n d  G r o w t h  Rate of E n p l o y n e n t  by I n d u s t r i e s

Table 3.12

In d u s t r y

Food

B e v e r a g e

T o b a c c o

T e x t i l e

F o o t w e a r

Wood & Cork

F u r n i t u r e

P a p e r  & P a p e r  P r o d u c t  

P r i n t i n g  & P u b l i s h i n g  

L e a t h e r  P r o d u c t  

C h e m i c a l s  

P e t r o l e u m  & Coal 

Non m e t a l l i c  m i n e r a l s  

B a s i c  Metal

M a c h i n e r y  E x - E l e c t r i c a l  

E l e c t r i c a l  M a c h i n e r y  

T r a n s p o r t  e q u i p m e n t

G r o w t h  Rate

1962-71 1973-82 1982-88

1 .79 1.75 5. 18

1.51 2.79 3.03

13 .56 1. 72 0 .45

6.31 1.83 0.70

-3. 83 -7.01 7.54

-26 . 7 9 37 . 23 -0.94

9.81 9.85 3.87

-12.15 1 .98 2.40

-2.58 11.27 4. 3 0

-1 .35 -2.95 16.99

-0. 84 0.99 12.67

5.94 16.86 2.02

-7.79 2. 14 -1.06

-9.94 -1.31 11.02

0.96 12.88 -2.52

17.59 25.83 2. 76

-10. 17 1 ;93 0 . 52

Source: P l a n n i n g  Coirimission ~ S e l e c t e d  Issues in
E m p l o y m e n t  and D e v e l o p m e n t  Bangl a d e s h ,  p . 153, for
1962-71 and 1973-82 g r o w t h  rate, for 1982-88 are 
c a l c u l a t e d  from e m p l o y m e n t  f i g ures s u p p l i e d  by 
CMI 1981/82 & 1987/88.

Du r i n g  this p e r i o d  all i n d u s t r i e s  but Footwear, leather and 

leather p r o d u c t s  and b a s i c  m e tal i n d u s t r i e s  e x p e r i e n c e  

p o s i t i v e  g r o w t h  rate in employ m e n t .  D u r i n g  1982-88 leather 

products, c h e m i c a l  and b a s i c  m etal p r o d u c t s  e x p e r i e n c e  higher
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g r o w t h  rate, w here other i n d u s t r i e s  e x p e r i e n c e  lower and 

c o n s i d e r a b l e  g r o w t h  rate w i t h  n e g a t i v e  g r o w t h  rate in wood and 

cork, n o n - m e t a i l i c  and m a c h i n e r y  ex c e p t  e l e c t r i c a l  industries.

The g r o w t h  rates in T a b l e  3.12, however, do not s h o w  the 

n u m b e r  of a d d i t i o n a l  e m p l o y m e n t  c r e ated in the ind u s t r i a l  

sector. T a b l e  3.13 a t t e m p t s  to sh o w  a d d i t i o n a l  e m p l o y m e n t  

cr e a t e d  in m a j o r  i n d u s t r i e s  in 1981/82 over 1969/70 and in 

1987/88 over 1981/82.

The table shows that 66.7 p e r c e n t  of the a d d i t i o n a l  e m p l o y m e n t  

in 1981/82 over 1969/70 is due to e m p l o y m e n t  e x p a n s i o n  in the 

T e x t i l e  industries. O t her important e m p l o y m e n t  c r e a t i n g  

i n d u s t r i e s  are chemical, food, basic metal, paper, e l e c t r i c a l  

m a c h i n e r y ,  printing, m e tal p r o d u c t s  m a c h i n e r y  and n o n - m e t a l l i c  

products. In 1987/88 m a j o r  e m p l o y m e n t  g e n e r a t i o n  took p l a c e  in 

c h e m i c a l  i n d u s t r y  fo l l o w e d  by food, t e x t i l e  and b a sic metal. 

O t h e r  i n d u s t r i e s  e x p e r i e n c e  little c h a n g e  w hile m a c h i n e r y  

exc e p t  elect r i c a l ,  n o n - m e t a l l i c  p r o d u c t  and wood & cork 

e x p e r i e n c e  n e g a t i v e  change.
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T a b l e  3. 13

A d d i t i o n a l  E m p l o y m e n t  C r e a t e d in 1981 / 8 2  over 1969/70

( in h u n d r e d )

In d u s t r y E m p l o y m e n t  
in 1989/70

A d d i t i o n  to 
e m p l o y m e n t  in 
1981/82 over 

1969/70

1981/82-
87/88

Food Mfg. 263.51 153.26 147.55

T o b a c c o 41 .88 21.07 1.74

T e x t i l e 1308.24 1669.82 127.08

C h e m i c a l 158.30 177.41 20 8 . 5 9

P a p e r  & P a p e r  P r o d u c t 31 .96 60.34 14. 11

B asic Metal 20.91 74. 77 83.51

All m a c h i n e r y  Ex- 
E l e c t r i c a l

25.19 53.42 -11.19

Metal P r o d u c t  Ex- 
M a c h i n e r y

38. 61 57. 97

T r a n s p o r t  e q u i p m e n t 30.81 13.61 1.41

N o n - m e t a l l i c  P r o duct 25 .42 3 3.65 -1 . 96

E l e c t r i c a l  m a c h i n e r y 13.71 57 . 57 12 . 66

Foo twear 18: 09 24.98 6.23

P r i n t i n g 25.63 34 . 73 17.38

Wood & Co r k 2.33 19.42 • -1.20

O t h e r s 55.99 50.31 2 3 .96

T O T A L 2 0 6 0 . 5 8 2 5 0 2 . 3 3 6 2 9 . 7 7

Source: BBS, CMI 1969/70, 1981/82
Y e a r b o o k  1983/84.

& 1987/88, S t a t i s t i c a l

In T a b l e  3,14 an a t t e m p t  is taken to show i n d u s t r i a l  

s t a t i s t i c s  at a g l a n c e  d u r i n g  the pe r i o d  from 1972/73 to 

1987/88. The table is s i g n i f i c a n t  in s h o w i n g  a rising trend in 

n u m b e r  of e s t a b l i s h m e n t  and e m p l o y m e n t  but does not pose any
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1 mport f jnce  I ' e g a r d in g  incM-ementai  v a l u e  o f  f i x e d  .-is-set, and 

v a l u e  added a c cou n t ed  a t  ci iri 'b;nt p r i c e s .

T a b l e  3.14 

I n d u s t r i a l  S t a t i s t i c s  1 9 7 2 / 7 3  to 1987/06

(Value in m i l l i o n  T a k a  in current p r i c e )

P eriod No of 
r e p o r t i n g  

E s t a b l i s h m e n t  
( P u blic & 
P r i v a t e )

V a lue of 
F ixed 
a sset

E m p l o y m e n t  
all 

e m p l o y e e s  
No.

G r o s s
value
added

Value 
added at 
f actor 
cost

1972/73

1973/74

1974/75

1975/76

1976/77

1977/78

1978/79

1979/80

1980/81

1981/62

1982/83

1983/84

1984/85

1985/86

1986/87

1987/88

1986

1427

2847

2216

2057

2728

2728

3006

3152

3356

3583

3740

3934

4473

4519

47 9 3

1955

3654

4640

5475

6526

7693

7693

8791

11509

13962

14467

2 2873

27170

30293

35520

36137

182,092

3 0 7 ,404

370, 0 9 7

3 5 3 , 6 4 0

3 4 7 , 3 8 5

4 0 0 . 6 7 0

4 0 0 . 6 7 0  

4 1 7 , 2 9 8  

4 3 8 , 0 4 4  

4 5 6 , 2 9 1  

4 4 8 , 9 5 1  

4 5 2 , 4 3 6  

4 6 8 , 6 0 6  

4 6 6 , 6 3 6  

4 7 8 , 6 9 6  

4 8 9 , 5 0 0

1374

3739

4569

6240

6682

10263

10263

13061

14130

15711

18832

•23068

23956

29567

31954

32549

3431

4384

4403

6694

6694

9275

9579

10363

13380

16913

17245

2 0142

22404

2 3975

Note: N u m b e r  of r e p o r t i n g  e s t a b l i s h m e n t s  e x c l u d e s
f a c t o r i e s  u n r e g i s t e r e d  w i t h  the GIF and n o n ­
r e s p o n s e  un i t s .
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3.5 C o n c l u d i n g  R e n arks

F r o m  the f o r e g o i n g  d i s c u s s i o n  on the s t r u c t u r e  of B a n g l a d e s h

m a n u f a c t u r i n g  sector the f o l l o w i n g  c o n c l u s i o n s  may be drawn:

First, the m a n u f a c t u r i n g  s e c t o r  is d o m i n a t e d  as per value

added by the large and m e d i u m  s c ale industries w h i c h

c o n t r i b u t e  a lion's s hare to the total m a n u f a c t u r i n g  value

added. In 1989/90 this s u b - s e c t o r  a c c o u n t e d  for 58.23 p e r c e n t  

of i n d u s t r i a l  v alue added and 5.77 p e r c e n t  to GDP. Yet small

scale i n d u s t r i e s  p l a y  an i m p o r t a n t  role in the e c o n o m y  of

B angl a d e s h .  4 1 . 7 6  p e r c e n t  of m a n u f a c t u r i n g  v alue added and 

4.13 p e r c e n t  of GDP have been a c c o u n t e d  for by this s e c t o r  in 

1989/90. Moreover, b e c a u s e  of the labour i n t e n s i v e  c h a r a c t e r  

of p r o d u c t i o n  in these e n t e r p r i s e s ,  their s hare in e m p l o y m e n t  

is striking. A b o u t  90.0 p e r c e n t  of t o tal m a n u f a c t u r i n g  labour

force is a b s o r b e d  in the s m all and c o t t a g e  i n d u s t r i e s  sector.

Thus, however, the m a n u f a c t u r i n g  se c t o r  in B a n g l a d e s h  is 

c h a r a c t e r i s e d  by s t r u c t u r a l  d i c hotomy.

Secon d l y ,  the t e x tile (jute, cotton, ga.rment, h a n d l o o m )  

industry, by far a p p e a r s  to be the largest of all i n d u s t r i a l  

sectors. It c o n t r i b u t e s  more than one third of the 

m a n u f a c t u r i n g  value added and a b s o r b s  a b out 60 p e r c e n t  of the 

total i n d u s t r i a l  labour force in the large and m e d i u m  sector. 

Thus i n d u s t r i a l  d e v e l o p m e n t  in B a n g l a d e s h  has been highly 

c o n c e n t r a t e d  around t e x tile industry.
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Thirdly, the m a n u f a c t u r i n g  se c t o r  is d o m i n a t e d  by c o n s u m e r

g o ods and i n t e r m e d i a t e  g o ods i n d u s t r i e s  in Bangladesh. Yet the

c h a n g e  in the share of fixed a s s e t s  by capital g o o d s  

i n d u s t r i e s  is remarkable.

Lastly, the m a n u f a c t u r i n g  e m p l o y m e n t  is o b s e r v e d  to e x p e r i e n c e  

a high g r o w t h  rate d u r i n g  the pe r i o d  of 1973 to 1982 against 

the period of 1862 to 1971. The p e r i o d  from 1982-88 also 

e x p e r i e n c e s  m o d e r a t e  g r o w t h  rate of e m p l o y m e n t  in the 

m a n u f a c t u r i n g  sector.

However, e v i d e n c e s  on the a b s o l u t e  m a g n i t u d e  and rel a t i v e  

share of the m a n u f a c t u r i n g  sector in e c o n o m y  suggest that in

the 1980s t h ere has been little in the way of d y n a m i c  g r o w t h

or s t r u c t u r a l  change in the i n d u strial sector.
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2X 2
2Xi2
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CHAPTER 4

THE LOCATION PATTERN OF 
MAJOR INDUSTRIES IN BANGLADESH

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

The o b j e c t i v e  of the p r e s e n t  c h a p t e r  is to anal y z e  the p a t t e r n  

of l ocation of m a j o r  i n d u s t r i e s  in B a n g l a d e s h .  For c o n v e n i e n c e  

of a n a l y s i s  the ar e a  u nder c o n s i d e r a t i o n  has been d i v i d e d  into 

four i n f r a s t r u c t u r a l  regions, n a m e l y  (1) Dhaka, (2)

C h i t t a g o n g ,  (3) K h u l n a  and (4) Rajshahi. The a n a l y s i s  is 

m a i n l y  d e v o t e d  to h i g h l i g h t i n g  the spec i a l  g e o g r a p h i c ,  

e c o n o m i c  and e c o l o g i c a l  f e a t u r e s  w h i c h  m i g h t  have inf l u e n c e d  

the p a t t e r n  of s p a tial d i s t r i b u t i o n  of m a j o r  i n d u s t r i e s  in the 

four a f o r e s a i d  regions. The data used in this c h a p t e r  are 

s e c o n d a r y  i n f o r m a t i o n  a v a i l a b l e  in the p u b l i s h e d  s o u r c e s  of 

BBS. T h e r e  will be a n o t h e r  c h a p t e r  based, on p r i m a r y

i n f o r m a t i o n  c o l l e c t e d  t h r o u g h  field survey, ' d e s i g n e d  to

e x p l o r e  the p r o x i m a t e  f a c t o r s  r e s p o n s i b  lê  for loc a t i o n a l  

d i s t r i b u t i o n  of s e l e c t e d  i n d u s t r i e s  in Bangladesh.

B a n g l a d e s h  is a land to have g r e a t  hom o g e n e i t y ,  

g e o g r a p h i c a l l y ,  linguis t i c a l l y ,  c u l t u r a l l y .  r eligion wise as 

well as e t h n i c a l l y . 1 Yet, r e g a r d i n g  i n f r a s t r u c t u r a l

( p h y s i c a l  and s o c i a l )  f a c i l i t i e s  i n e q u a l i t i e s  are o b s e r v e d  

a m ong four a f o r e s a i d  r e g ions (Table 4.2).
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Regional Variation in Physical Resource, Social and 
Infrastructure and Productive Establishnent and Manpower

Table 4,2

Dhaiia Chittagong Chulna Rajshahi

Absolute
No.

i of 
total

Absolute
No,

X of 
total

Absolute
No.

X of 
total

Absoluts
No,

I of 
total

Total Population i'??! 
(in eiliion)

33,59 30,50 28.81 26,22 20.80 18.93 26,66 2i,27

Labour force 1989 LFS 
(in 000)

15364 30.27 12662 24.95 103(>3 20.42 12354 24,34

Cultivable land (in acre) 5864 24.23 6084 25.14 5763 23,81 6489 26.81

Crop intensity 1991 181,23 - 160.95 - 160.94 - 180.52 -
fJp. nf Inriiistriai unit; 2309 48.18 106S 22.28 173 3.61 J243 25,93
No, of Handloopt 286 17,48 300 18,34 - - 1050 64.18
Others Units 2023 64,08 768 24,33 173 5,48 1<J3 6,11

No, of Industrial Eaploynent 282205 53.87 133513 25.48 75668 14.44 32488 6.20

Sas Reserve (BCF) 1991 325 1,52 21029 98.48 - - - -

Electricity generation (MW) 
19S?

1220 56,75 588 27.35 277 12.88 65 3.02

Educsticnsl institution 
(Priitary + Secondary)

15247 26.34 15156 26.19 12904 22.29 14570 25.17

Ko, of Post Offices 1852 22.77 2252 27.69 2444 '30,05 1584 19,48

No, of Telephone 129611 57.94 48620 21.74 26241 11,73 19210 8,59

Road (Metalled + un«etalled) 
(N)

3235.70 23.75 4250.54 31,19 3018.64 22.15 3122,12 22.91

Source: BBS, Statistical l̂ earbooR, 1992; BPDB, Annual Report, 1991.

Note; Intensity oi cropping == Total cropped area - net cropped area > 100
Cultivable land = Total area - (area not available for cultivation * Forest area).

M a jor i n f r a s t r u c t u r a l  f a c i l i t i e s  like t r a n s p o r t a t i o n  network, 

telephone, ele c t r i c i t y ,  n a t u r a l  gas etc. are m o s t l y  

c o n c e n t r a t e d  in D h a k a  and C h i t t a g o n g .  The i n f r a s t r u c t u r a l
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f a c i l i t i e s  are mostly a b s e n t  in N o r t h w e s t e r n  region ex c e p t  in 

a few p l a c e s  of B o g r a  and R a j s h a h i  district. At the time of 

i n d e p e n d e n c e  (1947) the c o u n t r y  s t a rted w i t h  poor 

i n f r a s t r u c t u r a l  e n d o w m e n t s  and a t t a i n e d  a f t e r w a r d s  a little 

p r o g r e s s  in this regard. In the light of e x i s t i n g  

i n f r a s t r u c t u r a l  f a c i l i t i e s  our a t t e m p t  is to focus on the 

location p a t t e r n  of s e l e c t e d  i n d u s t r i e s  in Bangladesh.

The c h a p t e r  b e g i n s  w i t h  two tables e x p o s i n g  n a t i o n a l  p a r a m e t e r  

with r e s p e c t  to p h y s i c a l  and social i n f r a s t r u c t u r e  and 

r e gional v a r i a t i o n  in p h y s i c a l  resource, social and 

i n f r a s t r u c t u r a l  and p r o d u c t i v e  e s t a b l i s h m e n t s  and manpower.

A f t e r w a r d s  it has been d i v i d e d  into three sections. The sec o n d  

s e c t i o n  a t t e m p t s  to e x a m i n e  the loc a t i o n  p a t t e r n  and 

g e o g r a p h i c  d i s t r i b u t i o n  of m a j o r  i n d u s t r i e s  in B a n g l a d e s h .  In 

this section, we first a n a l y z e  the p a t t e r n  of d i s t r i b u t i o n  of 

i n d u s t r i e s  in four r e g i o n s  of B a n g l a d e s h  and then a t t e m p t  to 

e x a m i n e  the d e g r e e  of c o n c e n t r a t i o n  and or ex t e n t  of 

l o c a l i z a t i o n  of m a j o r  industries. The c o n c l u d i n g  o b s e r v a t i o n s  

are p r e s e n t e d  in the third section.

4.2 Locnfcion P a t t e r n  and G e o g r a p h i c  D i s t r i b u t i o n  of M a j o r  
I n d u s t r i e s  in B a n g l a d e s h

4,'A.l The P a t t e r n  of R e g i o n a l  D i s t r i b u t i o n  of I n d u s t r i e s

The p r o c e s s  of i n d u s t r i a l i s a t i o n  in B a n g l a d e s h  began in the 

late f i f ties and g a t h e r e d  m o m e n t u m  in the sixties. W h a t e v e r
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the pa c e  of ind u s t r i a l  d e v e l o p m e n t  achieved, a v a i l a b l e  

in f o r m a t i o n  re v e a l  that t here are e s s e n t i a l l y  three main belts 

of i n d u s t r i a l  a c t i v i t y  in B a n g l a d e s h  (A n n e x u r e - I ); one covers 

the region from J o y d e v p u r  in the n o r t h  and Savar in the west 

to N a r a y a n g o n j  in the s o u t h  east in Dhaka, wi t h  p r o n o u n c e d  

c o n c e n t r a t i o n  at Tongi, Tejgaon, D e m r a  and N a r a y angonj. O ther 

c o n s i s t s  in the r e g i o n  from S i t a k u n d a  in the N o r t h  to

K a l u r g h a t  in the S o u t h  in C h i t t a g o n g ,  with three key spots at 

Kal u r g h a t ,  P a t e n g a  and F a u j d e r h a t .  The last belt e x t e n d s  from 

P h u l t a l a  of K h u l n a  in the n o r t h  to K h u l n a  city area, wi t h  main 

p o c k e t s  at K h a l i s h p u r  D a u l a t p u r  and A t r a - G i l a t o l a . T h ere are 

of course, some i n d u s t r i a l  u n i t s  s c a t t e r e d  in the rest of the 

c o u n t r y  w i t h  a few s m a l l e r  p o c k e t s  d e p e n d i n g  on the t ypes of 

in d u s t r y  in Sylhet, Pabna, Comilla, Barisal, Rajshahi, J e s s o r e  

and Tangail, The o v e r a l l  g r o w t h  of industries, however, is 

v i r t u a l l y  c e n t r a l i s e d  in three big cit i e s  of Dhaka, C h i t t a g o n g  

and Khulna. The r e l a t i v e  d e g r e e  of i n d u s t r i a l i s a t i o n  in

d i f f e r e n t  r e g ions is shown in T a b l e  4.3 on' the b asis of 

p e r c e n t a g e  s h are of v a r i o u s  r e g ions in total m a n u f a c t u r i n g  

v a l u e  added and e m p l o y m e n t  a l o n g  w i t h  their share in total 

p o p u l a t i o n  and e c o n o m i c a l l y  ac t i v e  p o p u l a t i o n .  T able 4.3 also 

s h ows c o n c e n t r a t i o n  r a t i o ^  in d i f f e r e n t  regions.

The d i s t r i b u t i o n  of i n d u s t r i a l  e m p l o y m e n t  w i t h o u t  regard to 

the d i s t r i b u t i o n  of e c o n o m i c a l l y  a c t i v e  p o p u l a t i o n  does not 

give a c lear idea of the d e g r e e  of c o n c e n t r a t i o n  of ind u s t r i e s

in a g iven region. A more m e a n i n g f u l  index of industrial
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Dhaka University Institutional Repository



Table 4.3

Regional Percentage Share of Establishoents, Value Akied, 
Total Population, Econonically active Population and 
Manufacturing onploynent and Concentration Ratio in 

Different Region

Region No. of 
Establish 

ment 
(in %)

Value
Added

Total
Popula­

tion

Economically
Active

Population

Manufac­
turing

Employment

Concen­
tration
Ratio

Dhaka 48.18 42.36 30.57 30.27 53.87 1.8

Chittagong 22.28 37.29 26.22 24.95 25.48 1.0

Khulna 3.61 13.17 18.93 20.42 14.44 0.7

Rajshahi 25.93 7.18 24.27 24.34 6.20 0.3

Source: BBS, CMI 1987/88, Population Census 1991

c o n c e n t r a t i o n  can be o b t a i n e d  by d e t e r m i n i n g  w h e t h e r  a 

r e g i o n ' s  s h are in the i n d u s t r i a l  e m p l o y m e n t  is larger or 

s m a l l e r  than its s hare in the total e c o n o m i c a l l y  a c t i v e

p o p u l a t i o n .  T h i s  has been ■ done by w o r k i n g  out the

■'concentration ratio" as p r e s e n t e d  in the above table for the 

year 1987/86, w h i c h  shows s i g n i f i c a n t l y  highest c o n c e n t r a t i o n  

in D h a k a  region f o llowed by C h i t t a g o n g ,  Khulna and R a jshahi

region. P e r c e n t a g e  share of m a n u f a c t u r i n g  e m p l o y m e n t  is the

high e s t  in D h a k a  and is higher than the p e r c e n t a g e  share of 

the r e g i o n ' s  e c o n o m i c a l l y  ac t i v e  p o p u l a t i o n  g i v i n g  rise to 

h i g h e s t  c o n c e n t r a t i o n  ratio in D h a k a  (1.8) while p e r c e n t a g e  

s h are of m a n u f a c t u r i n g  e m p l o y m e n t  is the lowest in Ra j s h a h i  

and is lower than e c o n o m i c a l l y  ac t i v e  p o p u l a t i o n  of the region 

g i v i n g  rise to lowest c o n c e n t r a t i o n  ratio in Rajshahi (0.3).
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C o n c e n t r a t i o n  ratio is higher in K h u l n a  than in Ra j s h a h i  

w h e r e a s  n u m b e r  of e s t a b l i s h m e n t s  is larger in Rajshahi (Table

4.2 and 5.3) i n d i c a t i n g  lower a v e r a g e  e m p l o y m e n t  per

e s t a b l i s h m e n t  in R a j s h a h i  (i.e. m a j o r i t y  of the e s t a b l i s h m e n t s  

are small sized ) .

I m p o r t a n t  f a c t o r s  r e s p o n s i b l e  for the d i f f e r e n c e s  in the 

d i s t r i b u t i o n  of i n d u s t r i e s  a mong v a r i o u s  r e g i o n s  are e v i d e n t  

from T a b l e  4,2 and now b r i e f l y  d i s c u s s e d  here.

The f a c t o r s  e x p l a i n i n g  the locational p a t t e r n  of m a n u f a c t u r i n g

i n d u s t r i e s  in B a n g l a d e s h  may be c l a s s i f i e d  into four m a jor

heads: (i) n a t u r a l  and p h y s i c a l  factors, (ii) human f a c t o r s  

i.e. labour force, (iii) ac q u i r e d  a d v a n t a g e s  and c o m p a r a t i v e  

advant a g e s ,  (iv) o ther a g g l o m e r a t i o n  f a c tors and (v) 

i n f r a s t r u c t u r a l  a dvantages.

Eva M u l l e r  and Morgan, J a m e s  N.^ h o w e v e r  c l a s s i f i e d

l o c a t i o n a l  f a c t o r s  u nder two groups: (a) C o s t  and d e n a n d

f a c t o r s  and N o n - p e c u n i a r y  factors. C o s t  and d e m a n d  f a c t o r s  are 

labour cost, p r o x i m i t y  to markets, a v a i l a b i l i t y  of s k i l l e d

labour, a v a i l a b i l i t y  of p ower and fuel, w ater s u p p l y  and

climate, the tax bill and p r o x i m i t y  to m a t erials,

t r a n s p o r t a t i o n  cost, etc. The n o n - p e c u n i a r y  factor is

ind u s t r i a l  c l i m a t e  d e f i n e d  by Muller and Morgan as a t t i t u d e s  

of the state and c o m m u n i t y  toward industry."*
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i) N a t u r a l  and P h y s i c a l  F a c t o r s :

The n a t u r a l  and p h y s i c a l  factors i n c lude (a) s u i t a b l e

p h y s i o g r a p h i c  and c l i m a t i c  c o n d i t i o n s  of the area, (b) its 

ac c e s s  and n e a r n e s s  to rivers, sea ports, raw materials, and 

f i n a l l y  (.c) a v a i l a b i l i t y  of t r a n s p o r t  facilities.

(a) B a n g l a d e s h  c o n s i s t s  of a low flat and f e r tile land except 

the h illy r e g ions in the n o r t h - e a s t  and s o u t h - e a s t  and 

so m e  a r eas of high lands in the n o r t h  and n o r t h - w e s t e r n  

part. The flat and fert i l e  land a l o n g  wi t h  s u b - t r o p i c a l  

m o n s o o n  c l i m a t e  is s u i t a b l e  for a g r i c u l t u r a l  crops. Land 

in the n o r t h - w e s t e r n  d i s t r i c t s  and some part of Jamal p u r ,  

M y m e n s i n g h  and even of D h a k a  is s u i t a b l e  for s u g a r c a n e  

p r o d u c t i o n  leading to the g r o w t h  of s ugar ind u s t r i e s  in 

these areas. Land and c l i m a t i c  c o n d i t i o n s  in Sylhet, 

C h i t t a g o n g  and some p a r t s  of C o m i l l a  are f a v o u r a b l e  for 

the p r o d u c t i o n  of tea leading to l o c a l i s a t i o n  of tea 

i n d u s t r y  in these areas.

(b) A c c e s s  to the open O c e a n  is a m ajor n a t u r a l  a d v a n t a g e  for 

B a n g l a d e s h ,  t h r o u g h  w h i c h  there is easy access to the 

Indian O c e a n  and to the major lanes of the intern a t i o n a l  

shipping. Two m a jor s e a - p o r t s  are in C h i t t a g o n g  and 

Mongla. I n d u s t r i e s  based on imported heavy m a t e r i a l  

(steel i ndustry in C h i t t a g o n g ; ,  fish p r o c e s s i n g  

i n d u s t r i e s  and export o r i e n t e d  i n d u stries are thereby 

m a i n l y  localised by the c o a s t a l  areas. It is better to
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no t e  here that though C h i t t a g o n g  is older as a port. but 

b e f o r e  1947 main port import trade was done thro u g h  

C a l c u t t a ,

(c) C h e a p  and a d e q u a t e  s u p p l y  of p o wer and fuel is the most 

e s s e n t i a l  i n g r e d i e n t  for l a r g e - s c a l e  i n d ustrial 

un d e r t a k i n g s .  D h a k a  and its s u r r o u n d i n g  i n d u s t r i a l  areas 

a l w a y s  e n j o y  the a d v a n t a g e  of h a v i n g  ea s y  a c c e s s  to the 

s o u r c e s  of p ower by v i r t u e  of b e i n g  the c a p i t a l  city wi t h  

all m e t r o p o l i t a n  facilities. The g r e a t e r  part of the 

e l e c t r i c i t y  g e n e r a t e d  in B a n g l a d e s h  is based on the use 

of local n a t u r a l  gas and h y d r o -power. About 7 7 .80 p e r c e n t  

of total e l e c t r i c i t y  g e n e r a t i o n  is b a sed on n a t u r a l  gas 

and 10.13 p e r c e n t  on H y d r o - p r o j e c t  at K a p t a i  in 

1 9 9 0 / 9 1 . ^  The other e l e c t r i c i t y  g e n e r a t i n g  p r o j e c t s  are 

S i d d h i r g a n j  T h e r m a l  P o w e r  Station, A s h u g a n j  P o wer S t a t i o n  

etc. However, the big g e s’t sin g l e  s o u r c e  of e n e r g y  for 

p o wer g e n e r a t i o n  is n a t u r a l  gas, m a i n l y  the T i t a s  Gas 

field; and the other so u r c e  b eing imported fuel like 

f u r n a c e  oil, diesel, shell gas etc.

The g e n e r a t i o n  of e l e c t r i c i t y  in the e a s tern zone of the 

c o u n t r y  based on local h y d r o - p o w e r  and natural gas is 

c h e a p e r  than p ower g e n e r a t e d  in the Western zone from 

i mp o r t e d  fuel. T h i s  is one of the important factors 

h e l p i n g  l o c a l i s a t i o n  of i n d u s t r i e s  in this area. The 

g e n e r a t i o n  and s u p p l y  in e l e c t r i c  p o wer in the nor t h e r n
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region is based on the p r o a u c t i o n  ol' mo i n l y  S a i d p u r  arid 

T h a k u r g a o n  T h e r m a l  P o w e r  S t a t i o n  and mini h y d r a u l i c  p o w e r  

p l a n t  of Bheramara. The a b s e n c e  of s u f f i c i e n t  h y d r o - p o w e r  

and n a t u r a l  gas a l o n g  with r e g u l a r  load s h e d d i n g  are 

i m p o rtant u n f a v o u r a b l e  f a c t o r s  that h i n d e r e d  industrial 

g r o w t h  in this region. T a b l e  4.2 s h ows that e l e c t r i c i t y  

g e n e r a t e d  in the n o r t h e r n  region is only 3.02 p e r c e n t  of 

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

(d) N e a r n e s s  to m a r k e t  and n e a r n e s s  to raw m a t e r i a l s  are two 

i m p o r t a n t  locative factors. T h o u g h  v e r y  often they have 

p u l l e d  in o p p o s i t e  d i r e c t i o n s  so that the a d v a n t a g e s  of 

the one have o u t w e i g h e d  those of the other. Normally, 

p l a n t s  are e s t a b l i s h e d  w here a t r a n s p o r t a t i o n a l  a d v a n t a g e  

e n s u r e s  a c c e s s  to a s u b s t a n t i a l  local m a r k e t  and 

a d j o i n i n g  markets. An o r i e n t a t i o n  to m a r k e t  may be based 

on a w e i g h t  or bulk, g a i n e d  in the p r o c e s s  of 

m a n u f a c t u r i n g  or on hi g h e r  f r e i g h t  c o s t s  of the finished 

p r o d u c t s  than on raw mat e r i a l s .  I n d u s t r i e s  p r o d u c i n g  

p e r i s h a b l e  g o o d s  are also m a r k e t  oriented. M a j o r  m a r k e t s  

in B a n g l a d e s h  cen t r e  ar o u n d  Dhaka, C h i t t a g o n g  and K h u l n a  

and hence ma r k e t  o r i e n t e d  i n d u s t r i e s  like cotton textile, 

food, drinks, g l a s s  factory, s e r v i c e  i n d u s t r i e s  have 

g r o w n  up there. On the o ther hand, when the raw m a t e r i a l s  

n e e d e d  for the i n d u s t r y  is h e avy and bulky and / o r  the 

ou t p u t  c o m p a c t  and can be e a s i l y  transported, it is 

a d v a n t a g e o u s  that the p r o d u c t i o n  p lant be e s t a b l i s h e d
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near the so u r c e  of s u p p l y  of raw materials. For example, 

sugar, paper, ce m e n t  and f e r t i l i z e r  industries.

(e) T r a n s p o r t a t i o n  f a c i l i t y  very often h a p p e n s  to be the mo s t  

im p o r t a n t  single d e t e r m i n a n t  of the location of a 

m a n u f a c t u r i n g  e nterprise. G o o d  c i r c u l a t o r y  sy s t e m  for 

p r o c u r e m e n t  of raw m a t e r i a l s  and d i s t r i b u t i o n  of fi n i s h e d  

product.^ is an e s s e n t i a l  p r e - c o n d i t i o n  for i n d u strial

d e v e l o p m e n t  of any p a r t i c u l a r  area. B a ngladesh, with a 

net wo r k  of road, r a i lway and w a t e r  way t r a n s p o r t  system, 

still lags behind w e l l - d e v e l o p e d  t r a n s p o r t a t i o n  frame 

work e very c o r n e r  of the country. A few e x c e p t i o n  are the 

ur ban a r eas of Dhaka, C h i t t a g o n g  and K h u l n a  f a c i l i t a t i n g  

i n d u s t r i a l  c o n c e n t r a t i o n  in t h ese areas. Water ways p l a y  

the most vital role and p r o v i d e  the c h e a p e s t  m e a n s  of 

t r a n s p o r t  for the i n d u s t r i a l  and c o m m e r c i a l  d e v e l o p m e n t  

of the country, e s p e c i a l l y  in the riv e r i n e  areas of 

Dhaka, C h i t t a g o n g  and Khulna. In the n o n - r i v e r i n e  areas, 

e s p e c i a l l y  in the n o r t h e r n  region, the r a i l w a y s  and roads 

are the m ajor a r t e r i e s  of c o m m e r c e  and t r a n s p o r t a t i o n .  

However, T a b l e  4.1 and 4.2 pre.sent some s t a t i s t i c s  about 

n a t i o n a l  (time s e r ies) and reg i o n a l  a v a i l a b i l i t y  of 

social and i n f r a s t r u c t u r a l  f a c i l i t i e s  for a p a r t i c u l a r  

year. E v i d e n c e s  show that t r a n s p o r t a t i o n  f a c i l i t i e s

(road, w a t e r  and r ailway) are not very r e m a r k a b l y

a v a i l a b l e  for i n d u s t r i a l  d e v e l o p m e n t  of the c o u ntry as a 

whole. It is e v i d e n t  from table 4.1 that a v a i l a b i l i t y  of
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road f a c i l i t y  is only 1.24 km, r a i l w a y  f a c i l i t y  is 0.25 

km and w a t e r w a y  f a c i l i t y  is 0.54 km per tho u s a n d  of 

p o p u l a t i o n  in 1990/91 in B a n g l a d e s h  w h i c h  is surely far 

from r e q u i r e m e n t s .  R a j s h a h i  w i t h  2 2 ,91 p e r c e n t  of total 

m e t a l l e d  and u n m e t a l l e d  road a v a i l a b i l i t y  lacs behind 

d e s i r e d  i n d u s t r i a l  d e v e l o p m e n t  due to a b s e n c e  of other 

f a c i l i t i e s ,  m a i n l y  e l e c t r i c i t y ,  n a t u r a l  gas and 

a v a i l a b i l i t y  of s k i l l e d  labour force.

ii )

Human fact o r s  as one of the impor t a n t  d e t e r m i n a n t  of the 

location of m a n u f a c t u r i n g  i n dustry r e l a t e s  to the a v a i l a b i l i t y  

of s k i l l e d  e n t r e p r e n e u r i a l  c a p a c i t y  and s k i l l e d  industrial, 

m a n a g e r i a l  and o p e r a t i v e  manpower. The h i s t o r y  of ind u s t r i a l  

g r o w t h  of this c o u n t r y  r e v e a l s  that the e a r l i e s t  lo c a t i o n  of 

all the jute, cotton and s p e c i a l i s e d  textile m i l l s  are 

a c c o u n t e d  for p a r t l y  but s i g n i f i c a n t l y  by the a v a i l a b i l i t y  of 

e n t r e p r e n e u r s h i p  in the r e s p e c t i v e  areas, e s p e c i a l l y  in the 

p l a c e s  of b i rth or r e s i d e n c e  of the entr e p r e n e u r s .  in the 

sixties, the then B a n g l a d e s h  e x p e r i e n c e d  gr o w t h  of Bengali 

i n d u s t r i a l i s t s  ttirough a s y s t e m  of sponsored c a p i t a l i s m  

s u p p o r t e d  by p o l i t i c a l  p a t r o n i z a t i o n  on the one hand, 

r e i n f o r c e d  on the other by p o l i t i c a l  o p p o s i t i o n  d e m a n d i n g  

p a r i t y  in d e v e l o p m e n t a l  a l l o c a t i o n s . ®  C o n c e n t r a t i o n  of 

p r i v a t e  sector i n d u s t r i e s  in the c i t i e s  of Dhaka, C h i t t a g o n g  

and Khulna is m o s t l y  the o u t c o m e  of the m i g r a n t  e n t r e p r e n e u r s
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fr.'iiij I n d i a  o r  r u r a J  B a n g l a d e s h  i^No.gkfia Li in case  o f  Khuirut and  

D h a k a ).

In the case of c o t t a g e  i n d u s t r i e s  like ha n d l o o m  and

b l a c k s m i t h y , w here s p e c i a l  s k ill is c r i t i c a l l y  important, the 

a v a i l a b i l i t y  of s k i l l e d  labour b e c o m e s  the p r e d o m i n a n t  

l o c a t i o n a l  factor. Thus, the g r o w t h  of h a n d l o o m  i n dustry in 

Nar s i n g d i ,  S e r a j g o n d . B r a h m a n b a r i a , and T a n g a i l  are m a i n l y  the 

r e s u l t s  of p r e d o m i n a n t  a v a i l a b i l i t y  of s p e c i a l  hand w e a v i n g  

skill in these areas. However, the s u p p l y  of u n s k i l l e d  labour 

in the ind u s t r i a l  sector c omes from v i l l a g e s  as t e m p o r a r y  

m i g r a n t s  b e c a u s e  of the p a u p e r i z a t i o n  p r o c e s s  w h i c h  m a k e s

v i l l a g e r s  l a ndless or jobless."^

iii) Acciuired and C o m p a r a t i v e _ A d v a n t a g e s

W i t h  the e s t a b l i s h m e n t  of one or a few i n d u s t r i e s  in a 

p a r t i c u l a r  area of any reason, or other, the area g r a d u a l l y  

d e v e l o p e d  a good t r a n s p o r t a t i o n  1 inks with o ther areas 

p r o v i d i n g  a p p l y  of raw m a t e r i a l s  and m a r k e t i n g  facilities. The

area also a c c u m u l a t e s  c e r tain more c o m m e r c i a l  a d v a n t a g e s  for

itself like w a r e h o u s i n g ,  storage, banking, insurance, 

p r o f e s s i o n a l  s e r v i c e s  etc. T hese add to the s u p e r i o r i t y  of the 

area over o ther p o t e n t i a l  rival and attr a c t  other 

e n t r e p r e n e u r s  to set up i n d u s t r i e s  in the area. Th i s  s i t u a t i o n  

may be termed as i n d u s t r i a l  c l i m a t e  w h i c h  might act as an 

i m p o rtant factor in d e t e r m i n i n g  location of m a n u f a c t u r i n g  

plants. The g r o w t h  of i n d u s t r i a l  a r e a s  of Dhaka, C h i t t a g o n g
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and KhuJna. t'or e x a m p i e  is the o u t c o m e  of such acquired 

climate. At the initial stage, it is as s e s s e d  that some 

e n t r e p r e n e u r s  were e n c o u r a g e d  u n d e r  g o v e r n m e n t  p a t r o n a g e  to 

set up i n d u s t r i e s  in these areas. G r a d u a l l y  other a d v a n t a g e s  

like s k i l l e d  manpower, p o wer s u p p l y  f i n a n c i a l  institutions, 

t r a i n i n g  i n s t i t u t e s  etc. c u m u l a t e d  and s u b s e q u e n t l y  e x p a n s i o n  

of i n d u s t r i e s  from a few m e t r o p o l i t a n  u r b a n  a r eas to a d j o i n i n g  

a r eas took place. For e x a m p l e  I n d u s t r i a l  c o n c e n t r a t i o n  at 

N a r a y a n g o n j ,  Tejgaon, T ongi and D e m r a  in D h a k a  c o n t a i n  a pool 

of se c o n d  g e n e r a t i o n  s k i lled labour and special e d u c a t i o n  

i n s t i t u t i o n s  such as C o l l e g e  of T e x t i l e  E n g i n e e r i n g  and 

T e c h n o l o g y ,  B a n g l a d e s h  I n s t i t u t e  of L e a t h e r  T e c h n o l o g y  and 

B a n g l a d e s h  I n s t i t u t e  of G l a s s  and C h e m i c a l  all in Dhaka, 

g e a r e d  to the n e e d s  of e s p e c i a l l y  jute and cotton textile, 

leather and G l a s s  and C e r a m i c  i n d u s t r y  to help the firms to 

r e d u c e  cost of t r a i n i n g  of their workers. Moreover, m a n y  

e n t e r p r i s e s  p r o d u c i n g  tools and e q u i p m e n t  for these i n d u s t r i e s  

have grown up in these areas. Thus location of.an i n i t i a t i n g  

i n d u s t r y  has helped g r o w t h  of i n d u s t r i e s  s u p p l y i n g  inputs 

( b a c k w a r d  linkages) and rise of i n d u s t r i e s  that u t i l i s e  its 

p r o d u c t s  (forward linkage).

Thus, we o b s e r v e  an e x p a n s i o n  of industrial ar e a  from 

N a r a y a n g o n j  to Polash, Savar, Gazipur, T ongi and D e m r a  in 

Dhaka; from K a l u r g h a t  to N o r t h  Kattali, Baushbaria, N o r t h  

P a t e n g a  and F o u z d e r h a t  in C h i t t a g o n g ;  and from K h s l i s h p u r  to
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D au l a t p u r ,  A t r a  G u i l a t o l a  and the a d j o i n i n g  a reas in K h u l n a  

(A n n e x u r e  I ).

iv) CLthgr A g g l o m e ra t i o n  F a c t o r s

A p art from f a c t o r s  d e s c r i b e d  above, there are still o t her 

f a c t o r s  e x p l a i n i n g  d i s t r i b u t i o n  of i n d u s t r i e s  in B a ngladesh. 

T h e s e  are (1) Int e r n a l  e c o n o m i e s  of scale, (2) E x t e r n a l  

e c o n o m i e s  of scale, (3) G o v e r n m e n t  P o l i c y  etc.

I n t e r n a l  e c o n o m i e s  of scale large e n o u g h  for some si n g l e  firm 

o f ten help c r e a t i o n  of an i n d u s t r i a l  estate. For e x a m p l e  the 

i n d u s t r i a l  e s t a t e  of A d a m j e e n a g a r  at N a r a y a n g o n j  was c r e a t e d  

by A d a m j e e  J u t e  Mill, A z i z n a g a r  in C h i t t a g o n g  was c r e a t e d  by 

A z i z u d d i n  Industries, J a m i l n a g a r  at B o g r a  was created by J a mil 

Soap F a c t o r y  etc. In the f o l l o w i n g  c h a p t e r  we shall d i s c u s s  

ab out c r e a t i o n  of B S CIC i n d u s t r i a l  estates.

E x t e r n a l  e c o n o m i e s  of scale a v a i l a b l e  to i n d u s t r i e s  of the 

same or u n l i k e  n a t u r e  r e d u c e s  c o sts in terms of t r a n s p o r t  

cost, labour cost etc. as d i f f e r e n t  i n d u s t r i e s  have g r own up 

in one place. T h e s e  e c o n omies, in other words, may be b e t t e r  

d e s c r i b e d  as e c o n o m i e s  of u r b a n i s a t i o n .  The g r o w t h  of 

in d ustrial a r eas of Dhaka, C h i t t a g o n g  and K h u l n a  is the result 

of this u r b a n i s a t i o n .

The i m p o r t a n c e  of g o v e r n m e n t  p o l i c y  as locative factor cannot 

be o v e r - e m p h a s i z e d .  This we are g o i n g  to d i s c u s s  in the 

f o l l o w i n g  chapter.
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4 . 2 . 2  D e c r e e  of C o n c e n t r a t i o n  and E x t e n t  of L o c a l i s a t i o n
of I n d u s t r i e s  in B a n g l a d e s h

The most useful m e a s u r e s  of the l o c a t i o n a l  d i s t r i b u t i o n  of 

i n d u s t r i e s  are the c o - e f f i c i e n t  of l o c a l i z a t i o n ®  and location 

q u o t i e n t , s  T h e s e  are i n d i c a t i o n s  of the ex t e n t  to w h ich on 

industry is, or not, d i s t r i b u t e d  t h r o u g h  out the c o u n t r y  in a 

ma n n e r  w h i c h  c o r r e s p o n d s  to the g e o g r a p h i c  d i s t r i b u t i o n  of all 

the industries. In B a n g l a d e s h ,  the large scale industries, 

mainly, have tended to c l u s t e r  in and a r o u n d  a few urban 

c e n t r e s  like D h a k a  i n c l u d i n g  N a r a y a n g o n j  and C h i t t a g o n g  

( T a b le-4.3). A c c o r d i n g  to CHI Report, 1987/88 more than 48% of 

i n d u s t r i a l  e s t a b l i s h m e n t s  c o n t r i b u t i n g  a bout 42% of total 

m a n u f a c t u r i n g  v a l u e  added are in D h a k a  and about 22% 

e s t a b l i s h m e n t s  c o n t r i b u t i n g  about 37% of m a n u f a c t u r i n g  value 

added are in Cfiittagong. Of 3 .53% of total e s t a b l i s h m e n t s  

c o n t r i b u t i n g  about 13% of v a lue added in Khulna, jute, cotton, 

sugar, pulp> and p a per i n d u s t r i e s  be l o n g  to large s e c t o r  and of 

2 5 . 9 3 %  of total e s t a b l i s h m e n t s  c o n t r i b u t i n g  only about 7% of 

m a n u f a c t u r i n g  v a l u e  added in Ra j s h a h i  region a few large 

i n d u s t r i e s  are sugar, jute, cotton, p a per and d r u g s  & 

p h a r m a c e u t i c a l s .  Out of 1243 e s t a b l i s h m e n t s  in R ajshahi region 

(Table 4,1) h a n d l o o m  alone c o n s t i t u t e s  1050 u n its in 

S e r a j g o n j ,lo Small s cale industries, h o w e v e r  have tended to 

d i s p e r s e  all over the c o u n t r y  in m a n y  s m all towns and s u b ­

u r ban areas.
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The c u - e f f  icient of l o c a l i s a t i o n  cf some f.;ejecteii major 

i n d u s t r i e s  in B a n g l a d e s h  are p r o v i d e d  in T a ble 4.4 w h ich 

i l l u s t r a t e s  the ex t e n t  of l o c a l i s a t i o n  of these industries.

T a b l e  4.4

C o - e f f i c i e n t  of L o c a l i s a t i o n  of Some S e l e c t e d  
M a j o r  I n d u s t r i e s  in B a n g l a d e s h

SI. Co d e I n d u s t r i e s C o - e f f i c i e n t

3123 Sugar 0.53

3141 C i g a r e t t e 0.21

3211 Co t t o n  T e x t i l e 0. 10

3213 Ju t e  T e x t i l e 0. 10

3214 Silk S y n t h e t i c  T e x t i l e 0 . 14

3216 Hand loom 0.40

3241 Le a t h e r  ( T a n n i n g  and 
f i n i s h i n g )

0.30

3411 Pulp and paper 0 .48

3511 D r ugs and P h a r m a c e u t i c a l s  
( A l l o p a t h i c  & M e d i c i n e )

0. 14

3524 F e r t i 1 izer 0.38

3692 Ce m e n t  M a n u f a c t u r i n g 0.72

3711 Steel & E n g i n e e r i n g 0.72

3713 Iron and Steel r e r o l l i n g 0. 17

Source: BBS, CMI 1987/88. C o m p u t e d  from figures g i v e n
a g a i n s t  p a r t i c u l a r  i ndustry against p a r t i c u l a r  
region. M e t h o d o l o g y  f ollowed has been that used 
by P.S. Florence.

It s h o w s  that a m o n g  the i n d u s t r i e s  u n d e r  c o n s i d e r a t i o n  

h i g h e s t  c o - e f f i c i e n t  of l o c a l i s a t i o n  are rec o r d e d  by steel and 

c e m e n t  m a n u f a c t u r i n g  i n d u s t r i e s  f o l l o w e d  by Sugar, Paper,
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Hand loom. F e r t i l i s e r  and leather i n d u s t r i e s  in order. On the 

other hand, cotton and Jute, t e x tile i n d u s t r i e s  ma r k  the 

lowest c o - e f f i c i e n t  of l o c a l i s a t i o n  b e i n g  f o l l o w e d  by silk and 

Synthetic, D rugs and p h a r m a c e u t i c a l s  ( A l l o p a t h i c  and 

Medicine). Iron and steel r e r o l l i n g  and c i g a r e t t e

m a n u f a c t u r i n g  i n d u s t r i e s  in order. Th i s  i n d i c a t e s  that these 

i n d u s t r i e s  w i t h  low c o - e f f i c i e n t  of l o c a l i s a t i o n  tend to be

h i g h l y  d i s p e r s e d  u n l i k e  those i n d u s t r i e s  with high c o ­

e f f i c i e n t  of l o c a l i s a t i o n  m e a n i n g  their high c o n c e n t r a t i o n  in 

p a r t i c u l a r  places.

The c o - e f f i c i e n t  of l o c a l i s a t i o n , h o w e v e r , is not a s u f f i c i e n t  

m e a s u r e  to in d i c a t e  the d e g r e e  of s p a tial c o n c e n t r a t i o n  of 

i n d u s t r i e s  in d i f f e r e n t  regions. For this we need to c o m p u t e  a 

se c o n d  index ca l l e d  " L o c a t i o n  Q u o t i e n t " ^ !  w h i c h  we p r e s e n t  

in T a b l e  4.5 for the above m e n t i o n e d  s e l e c t e d  i n d u s t r i e s  in 

d i f f e r e n t  regions.

L o c a t i o n  q u o t i e n t  s hows the number of times an i n d u s t r y ' s  

c o n c e n t r a t i o n  in a region is g r e a t e r  than (or less than) the 

o v e r a l l  c o n c e n t r a t i o n  of i n dustry there. For example, the 

table shows the h i g hest c o n c e n t r a t i o n  of h a n d l o o m  industry 

(more than ten times g r e a t e r  than o ther i n d u s t r i e s  in the 

r egion) in B a j s h a h i  f o l l o w e d  by sugar, cotton textile, jute 

i n dustry and d r u g s  and p h a r m a c e u t i c a l s .  J u t e  textile a p p e a r s  

wi t h  high e s t  c o n c e n t r a t i o n  in C h i t t a g o n g  followed by cotton 

textile. In K h u l n a  region c o n c e n t r a t i o n  is the highest in jute
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Local. ion Quotiorit  o f  Some S e l e c t e d  Large  I n d u s t r i e s
in D i f f e r e n t  Region

Table 4 . b

D h a k a C h i t t a g o n g K huIna R a jshahi

Sugar 0.03 - 0.43 7.23

C i g a r e t t e 0. 02 0.01 0.04 0.04

Cot t o n  T e x t i l e 0.26 0. 53 0.72 3.60

J u t e  T e x t i l e 0.60 1. 37 1.20 2.96

Silk & S y n t h e t i c  
Te x t  ile

0.02 0.11 0.01 0.31

Hand loom 0.02 0. 12 - 10.22

L e a t h e r  ( T a n n i n g  & 
F i n i s h i n g  )

0.03 0.01 0.00 -

R e a d y - m a d e  g a r m e n t s 0. 13 - 0.02 -

Fert i 1 izer 0.01 0. 12 - -

Pulp & P a per 0.00 0. 11 0.21 0.49

Dr ugs & Pharm. 
( A l l o p a t h i c  & 
Med ic ine )

0.06 0.07 0 .07 0.71

Ce men t - 0. 04 - -

Steel & E n g i n e e r i n g - 0.11 - -

Iron & S t eel r e ­
roll ing

0.03 0.07 0.02 0.05

Source: BBS, CHI 1987/88.

t e x t i l e  f o l l o w e d  by cotton t e x tile and sugar industry. F i g u r e s  

for D h a k a  region do not show mu c h  c o n c e n t r a t i o n  in a

p a r t i c u l a r  industry. Yet j u t e  t e x t i l e  a p p e a r s  with highest 

c o n c e n t r a t i o n  here c o m p a r e d  to other industries. The most 

i n t e r e s t i n g  p o i n t  to note here is that ex c e p t  steel and cement 

i n d u s t r i e s  (among above i n d u s t r i e s )  all other are more or less
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d i s p e r s e d  to d i f f e r e n t  region w h i l e  the a b ove two ind u s t r i e s  

are e n t i r e l y  c o n c e n t r a t e d  in C h i t t a g o n g  region.

4 . 3  Concluding Remarks

From the f o r e g o i n g  a n a l y s i s  it f o l lows that the D h a k a  

c o n u r b a t i o n  is the main area of c o n c e n t r a t i o n  of ind u s t r i a l  

and e c o n o m i c  a c t i v i t i e s  f o l l o w e d  by C h i t t a g o n g  and Khulna, 

B a j s h a h i  b e i n g  the least d e v e l o p e d  area.

The l o c a t i o n a l  f a c t o r s  r e s p o n s i b l e  for the e x i s t i n g  p a t t e r n  of 

d i s t r i b u t i o n  of m a j o r  i n d u s t r i e s  in B a n g l a d e s h  are its n a t u r a l  

assets, a v a i l a b l e  raw m a t e r i a l s  and c h eap and s k i l l e d  s u p p l y  

of labour. Moreover, the location of an i n i t i a t i n g  i n d u s t r y  in 

d e v e l o p e d  r e g ions has s u b s e q u e n t l y  g e n e r a t e d  the g r o w t h  of 

other i n d u s t r i e s  s u p p l y i n g  inputs and u t i l i z i n g  p r o d ucts. Thus 

there have s p r u n g  up many i n d u s t r i e s  in those areas. The 

i n t e r - i n d u s t r y  linkages have a very i m p o r t a n t  b e a r i n g  upon 

lo c a t i o n a l  c h o i c e  and on the s u c c e s s f u l  g r o w t h  of 

m a n u f a c t u r i n g  c e n t r e s  of Dhaka, C h i t t a g o n g  and Khulna.
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CHAPTER 5

INDUSTRIAL LOCATION POLICY OF BANGLADESH

The i n d u s t r i a l  b a c k g r o u n d  of B a n g l a d e s h  had its origin d u r i n g  

the P a k i s t a n  regime. In 1947, when P a k i s t a n  came into b e ing 

B a n g l a d e s h ,  the then East Pakistan, p o s s e s s e d  only a handful 

of m o d e r n  i n d ustrial units, a few c o t t o n  T e x t i l e  M i l l s  

(Dhakeswari, Laksirii N a r ayan Cotton Mill at N a r a y a n g o n j  , Mohini 

Co t t o n  Mill at Kushtia, N a t i o n a l  C o t t o n  Mill in C h i t t a g o n g  

etc.) a few Sugar M i l l s  (at Darshana, S e t a b g o n j , G o p a lpur), 

one ce m e n t  f a c t o r y  at C h a t t a k  (Assam B e n g a l  C e m e n t  Factory), a 

n u m b e r  of jute b a i l i n g  p r e s s e s  located m a i n l y  at N a r a y a n g o n j ,  

C h i t t a g o n g  and a few tea p r o c e s s i n g  i n d u s t r i e s  in Sylhet.

At the time of i n d e p e n d e n c e  (1947) the c o u n t r y  also s t a rted 

w i t h  poor i n f r a s t r u c t u r e  and t r a n s p o r t a t i o n  s y s t e m  of p r o b l e m  

w i t h  w h i c h  the new G o v e r n m e n t  had to come to terms. A basic 

r e q u i r e m e n t  for i n d u strial g r o w t h  is the a v a i l a b i l i t y  of 

i n f r a s t r u c t u r e  (power, water, transport, c o m m u n i c a t i o n  etc.) 

which, in most c o u n t r i e s  is o p e r a t e d  by the pu b l i c  sector. The 

legacy of industrial b a c k w a r d n e s s  and poor i n f r a s t r u c t u r e  of 

B a n g l a d e s h  owes to the u t ter n e g l i g e n c e  and the c o l o n i a l  

p o l i c y  of the B r i t i s h  G o v e r n m e n t .  The p i e c e m e a l  d e v e l o p m e n t

5,1 Introduction
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that took p i a c e  d u r i n g  that era was c o n c e n t r a t e d  mostiy in 

West Pakistan.

In the y ears f o l l o w i n g  i n d ependence, this area of Bangladesh, 

however, e x p e r i e n c e d  i n c r e a s i n g  c o n c e n t r a t i o n  of economic 

a c t i v i t i e s  at s e l e c t e d  l o c a t i o n s  and d i s p a r i t y  in eco n o m i c  

w e l f a r e  a mong d i f f e r e n t  r e g i o n s  of the country. The G o v e r n m e n t  

of P a k i s t a n  a d o p t e d  a s e r i e s  of m e a s u r e s  i n f l u e n c i n g  the 

l o cation of m a n u f a c t u r i n g  e s t a b l i s h m e n t s  for p r o m o t i n g  

i n d u s t r i a l  and reg i o n a l  d e v e l o p m e n t  in this country. Soon 

a fter the fall of P a k i s t a n  G o v e r n m e n t ,  the G o v e r n m e n t  of 

B a n g l a d e s h  a n n o u n c e d  its own ind u s t r i a l  p o l i c y  d e s i g n e d  to 

p r o m o t e  r e gional d e v e l o p m e n t  t h r ough s e v e r a l  inc e n t i v e s  and 

m e a s u r e s  that have been a d o pted to e n c o u r a g e  d i s p e r s a l  of 

i n d u s t r i a l  g r o w t h  to l e s s - d e v e l o p e d  areas.

T h i s  c h a p t e r  a t t e m p t s  to h i g h l i g h t  the i n d u s t r i a l  location 

p o l i c i e s  of B a n g l a d e s h  s t a r t i n g  from the time of i n d e p e n d e n c e  

in 1947. The c h a p t e r  has been d i v i d e d  into four sections. The 

se c o n d  s e c t i o n  is a re v i e w  of i n d ustrial L o c a t i o n  P o l i c i e s  in 

B a n g l a d e s h .  S e c t i o n  3 p r e s e n t s  an over all a s s e s s m e n t  of 

i n d u s t r i a l  loc a t i o n  p o l i c i e s  and the c o n c l u d i n g  r e m a r k s  are 

p r e s e n t e d  in the last section.

5 .2  Review of  I n d u s t r i a l  Loca t io n  P o l i c i e s  in Bangladesh

T he i n d u s t r i a l  location p o l i c i e s  in B a n g l a d e s h  can be 

d i s c u s s e d  in the light of i n d u strial p o l i c i e s  influe n c i n g
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i n t e r - r e g i o n a l  d i s t r i b u t i o n  of ind u s t r i e s  and growth. The 

i n d u s t r i a l  p o l i c y  in B a n g l a d e s h  can be d i v i d e d  into two 

p e r i o d s  (a) the p e r i o d  b e g i n n i n g  fr o m  1948 J a n u a r y  to 1971 

d u r i n g  the P a k i s t a n  regime and (b) the p e r i o d  from 1972 to 

d a t e .

( a )  I n d u s t r i a l  P o l i c y  During the P a k i s t a n  Regime

D u r i n g  1 9 4 8-58 there was no c o n s c i o u s  p o l i c y  of the then

G o v e r n m e n t  for the d i s p o s a l  of i n d u s t r i e s  in B a n g l a d e s h .  It is 

as late as in April 1959 when regional d e v e l o p m e n t  issues

acq u i r e d  some s i g n i f i c a n c e  and the then G o v e r n m e n t  i n t roduced 

Tax H o l i d a y  S c h e m e  p r o v i d i n g  for tax h o l i d a y s  for the

i n d u s t r i e s  r a n g i n g  from 2 to 8 y e a r s  to 2-6 years. This 

revised s c h e m e  g r a n t e d  tax h o l i d a y  of four y e ars for the

i n d u s t r i e s  located in the cit i e s  of Dhaka, N a r a y a n g o n j , 

C h i t t a g o n g  and K h u l n a  and the a r eas wi t h i n  ten m i les of the 

m u n i c i p a l  limits of these cities. A tax h o l i d a y  of six y e a r s  

was g r a n t e d  to the ind u s t r i a l  u n i t s  located in the rest of 

B a n g l a d e s h .  T h u s  s p e c i a l  a t t e n t i o n  was g i ven to the 

e c o n o m i c a l l y  b a c k w a r d  areas. Still i n d u s t r i a l i s t s  p r e f e r r e d  

u r ban c e n t r e s  like Dhaka, C h i t t a g o n g  and K h u l n a  for industrial 

e s t a b l i s h m e n t s ,  except of course w h ere p r o x i m i t y  to raw

m a t e r i a l s  be c a m e  an o v e r r i d i n g  c o n s i d e r a t i o n ,  as for example,

the case is wi t h  sugar industries.

T he most i n t e r e s t i n g  p o int to note is that d u r i n g  Pa k i s t a n

r egime the g o v e r n m e n t ' s  d i r e c t  i n v e s t m e n t  in industry had
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tsken p l a c e  t h r o u g h  PIDC ( F & k i s t g n  I n d u s t r i a l  [>eve i opitien t 

C o r p o r a t i o n )  as soon as it began f u n c t i o n i n g  in 1952. PIDC 

e s t a b l i s h e d  i n d u s t r i e s  in Fenchu g o n j ,  Khulna. N a r a y a n g o n j . 

C h a n d r a g h o n a , C h a n d p u r  etc. PIDC has been b i f u r c a t e d  in 1961.^ 

The E P I D C  e s t a b l i s h e d  a good n u m b e r  of j u t e  i n d ustries

localised at Khulna, Dhaka, N a r a y a n g o n j , G h o r a s h a l ,  S e r a j g o n j , 

Chandpur, Mytnensingh, K i s h o r g o n j  . Kulia r c h a r ,  Panch a g a r h ,  

M o b a r a k g o n j , N o r s i n g d i  and C h i t t a g o n g  etc. The c o r p o r a t i o n  

also e s t a b l i s h e d  some sugar mill, a n e w s p r i n t  m i lls and a 

ha r d b o a r d  f a c t o r y  at Khulna. a f e r t i l i z e r  f a c t o r y  at 

F e n c h u g a n j , in 1968 etc. Al m o s t  all the big i n d u s t r i e s  of the 

then East P a k i s t a n  owe their e x i s t e n c e  to the d i r e c t

a s s i s t a n c e  of P I DC/EPIDC.

(b )  I n d u s t r i a l  P o l i c y  in Bangl adesh

The e m e r g e n c e  of B a n g l a d e s h  in 1971 e n t a i l e d  a radical c h a n g e  

in the p a t t e r n  of i n d u s t r i a l  o w n e r s h i p  and policy. The 

i n d u s t r i a l  b a s e  of the country, w h i c h  was not v e r y  large to 

st art w i t h  s u f f e r e d  a h e avy s e t - b a c k  d u r i n g  the war of 

liberation. D e v e l o p m e n t  p o l i c i e s  and p r o g r a m m e s  in the initial 

y ears a f t e r  liberation, therefore, d e l i b e r a t e l y  c o n c e n t r a t e d  

on repairs, r e h a b i l i t a t i o n  and c o n s o l i d a t i o n  so as to r e s tore

he a l t h  of the sector at p r e - 1 iberat ion level and also on some 

new i n v e s t m e n t s  such p r i o r i t y  areas as w ould e s t a b l i s h  firm 

a g r o - i n d u s t r i a l  l inkages t h r o u g h  p r o v i s i o n  of e s s e n t i a l

a g r i c u l t u r a l  inputs (i.e. fertilizer, tools and imp l e m e n t s
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etc.) and p r o c e s s i n g  of a g r i c u l t u r a l  output, reduce d e p e n d e n c e  

on import of essentia.l c o n s u m e r  g o o d s  and p r o v i d e  job- 

oppor tun i t ies .

By v i r t u e  of the N a t i o n a l i s a t i o n  O r d e r  of 1972, the p u b l i c  

sector owned the l a r gest share of the c o u n t r y ' s  ind u s t r i a l  

as s e t s  a f ter lib e r a t i o n  and the role of the p r i v a t e  sector in 

the i n d u s t r i a l  d e v e l o p m e n t  of the c o u n t r y  was r e d uced to a 

minimum. However, the g o v e r n m e n t  came to r e c o g n i z e  the 

n e c e s s i t y  of the p r i v a t e  sec t o r  in the i nterest of e c o n o m i c  

d e v e l o p m e n t  and in 1974 a d d i t i o n a l  i n c e n t i v e s  for p r i v a t e  

sector i n v e s t m e n t  were g i v e n  a long w i t h  r a i s i n g  of inv e s t m e n t  

c e i l i n g  from Tk, 2.5 m i l l i o n  to T k . 3 0 . 0 0  million. L a ter on in 

vi e w  of hi g h e r  i n v e s t m e n t  cost, the c e i l i n g  was raised to the 

100 m i l lion in 1975 and in 1978 however, the g o v e r n m e n t  

d e c i d e d  to t o t ally w a ive the c e i l i n g  for p r i v a t e  se c t o r  

investment. .

T he new i n v e s t m e n t  p o l i c y  a n n o u n c e d  in J a n u a r y  1973 under 

w h i c h  the I n d u s t r i a l  i n v e s t m e n t  s c h e d u l e  was issued in August, 

1873, had been r e v i e w e d  in J u l y  1974, T h e  New I n v e s t m e n t  

P o l i c y  set f orth the f o l l o w i n g  p r i n c i p l e s  for d i s p e r s a l  of 

i n d u s t r i e s :

(1) W i t h  the d e v e l o p m e n t  of b asic i n f r a - s t r u c t u r e  and s e r v i c e  

f acilities, su c h  as power, transport, c o m m u n i c a t i o n  and 

c r e d i t  i n d u s t r i e s  are to be d i s p e r s e d  all over the
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country, p a r t i c u l a r l y  o u t s i d e  the i n d u s t r i a l l y  d e v e l o [ e d  

areyt; of Dliaka, Chit.tagong and Khulna.

(2) P a r t i c u l a r  e m p h a s i s  n e e d s  to be g i v e n  to labour intensive

small and m e d i u m  size, i n d u s t r i e s  for c r e a t i n g  e m p l o y m e n t

o p p o r t u n i t i e s  and p r o d u c i n g  e s s e n t i a l  c o m m o d i t i e s  within 

the country.

(3) Wi t h  a vi e w  to e n c o u r a g i n g  i n d u s t r i a l  a c t i v i t i e s  in

i n d u s t r i a l l y  b a c k w a r d  a r eas o u t s i d e  the i n d u s t r i a l  zones 

of Dhaka, C h i t t a g o n g  and K h u l n a  cert a i n  m o n e t a r y  and

f iscal inc e n t i v e s  such as rebate of c u s t o m  duty, d e f e r r e d  

p a y m e n t  of 50 p e r c e n t  c u s t o m s  du t y  on m a c h inery, etc. 

were g r a n t e d  and tax h o l i d a y  was g i v e n  for a p e r i o d  up to 

7 years. P o l i c i e s  r e g a r d i n g  "Pay as Your Earn Scheme", 

s u p p l i e r s '  credit, i n v e s t m e n t  by o v e r s e a s  B a n g l a d e s h  were 

to continue.

In 1976, however, the G o v e r n m e n t ' s  d e c i s i o n  to a c c e l e r a t e  the 

p r o c e s s  of d i s i n v e s t m e n t  of a n u m b e r  of a b a n d o n e d  and taken 

over i n d u s t r i e s  t h r o u g h  p u b l i c  tender and also to return the 

t a k e o v e r  i n d u s t r i e s  b e l o n g i n g  to the B a n g l a d e s h i s  c r e a t e d  a 

f a v o u r a b l e  c l i m a t e  to the p r i v a t e  sector investment. In 1978 

the p o l i c y  p a c k a g e  for a t t r a c t i n g  p r i v a t e  investment was 

f u r t h e r  improved and s t r e a m l i n e d  and the New Ind u s t r i a l  

I n v e s t m e n t  P o l i c y  of G o v e r n m e n t  was a n n o u n c e d  on S e p t e m b e r  9, 

1978. The p r o c e s s  of a shift in p o l i c y  and a lift t o w ards the 

p r i v a t e  se c t o r  c o n t i n u e d  and c u l m i n a t e d  in the NIP ;New
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In d u s t r i a l  P o l i c y )  a n n o u n c e d  in June. 1982.^ The NIP '32 

p r o v i d e d  the s e t t i n g  for d e t e r m i n e d  push t o w a r d s  p r i v a t i z a t i o n  

and it a s s i g n e d  the p r i v a t e  s e c t o r  the major role in 

i n d u s t r i a l  d e v e l o p m e n t  and r e s t r i c t e d  the e x c l u s i v e  role of 

the p u b l i c  s e c t o r  to a limited n u m b e r  of industrial

activities. A c c o r d i n g l y ,  l a r g e - s c a l e  d e n a t i o n a l i z a t i o n  was 

c a r ried out at rapid pace. The NIP '82 also a t t e m p t e d  to 

i n t r o d u c e  v a r i o u s  " l i b e r a l i z a t i o n "  m e a s u r e s  by w a i v i n g  

r e g u l a t o r y  p r o v i s i o n s  p e r t a i n i n g  to i n v e s t m e n t  san c t i o n i n g ,

t i l t i n g  fr o m  import s u b s t i t u t i o n  to exp o r t  p r o m otion,

e x p a n d i n g  i n c e n t i v e s  to foreign p r i v a t e  investments. The 

Re v ised I n d u s t r i a l  P o l i c y  of 1986 (RIP '86) and s u b s e q u e n t  

p o l i c y  r e f o r m s  (1991) were d e s i g n e d  to s t r e n g t h e n  these 

m e a s u r e s  further. In RIP '86 all i n d u s t r i e s  except seven 

s t r a t e g i c  i n d u s t r i e s  of the rese r v e  list were open for p r i v a t e  

i n v e s t m e n t .^

In v i e w  of g e o g r a p h i c a l  c o n c e n t r a t i o n  of i n d u s t r i a l  a c t i v i t y  

around D h a k a  with large i n d u strial c o m p l e x  at' N a r a y a n g o n j ,

Demra, Tongi, J o y devpur, Gho r a s h a l ,  N o r s i n g d i  and the 

M e t r o p o l i t a n  cit i e s  of C h i t t a g o n g  and Khulna, the G o v e r n m e n t  

of B a n g l a d e s h  in the "New I n d u s t r i a l  Policy" a s s u r e d  to 

p r o m o t e  r e gional d e v e l o p m e n t  t h r o u g h  fiscal inc e n t i v e s  and 

facili t i e s .  For the p u r p o s e  of fiscal inc e n t i v e s  the c o u n t r y  

has been d i v i d e d  into " d e v e l o p e d” and "less dev e l o p e d "  areas. 

The d e v e l o p e d  area c o n s i s t s  of the M e t r o p o l i t a n  c i t i e s  of 

Dhaka, C h i t t a g o n g  and Khulna.
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A v a r i e t y  of m o n e t a r y  and fiscal inoftntives are offered by the 

(jo ve r n men t in the poii'.'ie?j to a t t r a c t  e n t r e p r e n e u r s  to 

e s t a b l i s h  ind u s t r i e s  in less d e v e l o p e d  areas. The major 

i n c e n t i v e s  and m e a s u r e s ^  are d i s c u s s e d  below.

5 , 2.1 F i s c a l  I n c e n t i v e s

C o n c e s s i o n a r y  rate of import duty: The rate of import duty on

m a c h i n e r y  and e q u i p m e n t  for s e t t i n g  up n e w  i n d u s t r i e s  and for 

b a l a n c i n g  m o d e r n i s a t i o n ,  r e p l a c e m e n t  and e x p a n s i o n  of e x i s t i n g  

i n d u s t r i e s  w i t h  s a n c t i o n s  of the c o m p e t e n t  s a n c t i o n i n g  

a u t h o r i t i e s  will be -

i> For d e v e l o p e d  a r eas - 15% a d - v a l o r e m  (no s ales tax)

ii) For less d e v e l o p e d  area - 2.5% (no sales tax)

iii) For B S CIC I n d u s t r i a l  E s t a t e  located in the d e v e l o p e d  

a r eas - 2.5% (no s a les tax).

iv) Ex p o r t  o r i e n t e d  i n d u s t r i e s  (with c o m m i t m e n t  of 80% 

p r o d u c t i o n )  i r r e s p e c t i v e  of location and i n d u s t r i e s  

u s ing 70% or more local raw m a t e r i a l s  (called 

p r i o r i t y  industry) will c o n t i n u e  to be e n t i t l e d  to a 

c o n c e s s i o n a r y  rate of 2.5% duty.

v) For e s s e n t i a l  and s e l e c t i v e  i n d u s t r i e s  there will be 

rebate of 25% in e x c i s e  du t y  on the a d d i t i o n a l  

p r o d u c t i o n  if such m a n u f a c t u r i n g  u n i t s  p r o d u c e  more 

I'.han 100% of their s a n c t i o n e d  capacity.

106

Dhaka University Institutional Repository



vi) Sp>“;ci.ai fund will be c r e a t e d  to s u b s i d i z e  c o sts of

fuels by r e c o g n i s e d  i n d u strial units in less 

d e v e l o p e d  areas by d i v e r t i n g  p r o f i t  from the gas 

s e c t o r .

5 , 2 . 2  Tax Hol iday

i) T a x  h o l i d a y  is a l l o w e d  for 5 y e a r s  for d e v e l o p e d  

areas, 7 y e a r s  for less d e v e l o p e d  areas, 9 y e ars for 

least d e v e l o p e d  a r eas and 12 y e a r s  for special 

e c o n o m i c  zone areas and will remain valid u p t o  1995.

ii) All e n t e r p r i s e s  in fish farming, p o u l t r y  farming, 

d u c k  farming, c a t t l e  farming, d a i r y  f a r m i n g  and 

h o r t i c u l t u r e  have been a l l owed tax h o l iday for a 

p e r i o d  of 10 y e ars i r r e s p e c t i v e  of location.

iii) An i n d u s t r i a l  u n d e r t a k i n g  s e e k i n g  tax h o l i d a y  and 

set up in a d e v e l o p e d  area is re q u i r e d  to r e - i n v e s t  

30% of its p r o f i t  in the ind u s t r i a l  u n d e r t a k i n g  from 

w h i c h  su c h  p r o f i t  has been d e r i v e d  or to invest the 

same in the p u r c h a s e  of bond issued by the 

G o v e r n m e n t .  The p e r c e n t a g e  of r e - i n v e s t m e n t  will be 

15% in r e s p e c t  of an i n d u s t r i a l  u n d e r t a k i n g  set up 

in a less d e v e l o p e d  area.

In a d d i t i o n  the I n d u s t r i a l  P o l i c y  1991 i n cludes 

that-
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iv) An E x c h a n g e  rate F l u c t u a t i o n  A b s o r p t i o n  Scheme

(EFAS) to be i n t r o d u c e d  to p r o t e c t  e n t r e p r e n e u r s  

from f l u c t u a t i o n s  of e x c h a n g e  rate of d o m e s t i c  

c u r r e n c y  w i t h  f o r eign currency.

v) The p r o v i s i o n  for A c c e l e r a t e d  D e p r e c i a t i o n  A l l o w a n c e  

up t o  80% to 100% to be introduced.

5 . 2 . 3  A d d i t i o n a l  I n c e n t i v e s  to  Export  Or iented  I n d u s t r i e s

i) C o n c e s s i o n a l  i n terest rate in the case of p r e ­

s h i p m e n t  and p a c k i n g  credits;

ii) P r o v i s i o n  of 90% of r e q u i r e m e n t  of w o r k i n g  c a p i t a l

a g a i n s t  i r r e v o c a b l e  letter of credit by the 

c o m m e r c i a l  banks;

iii) Income tax re b a t e  on e x p o r t  r a n g i n g  from 30% to 100% 

of tax a t t r i b u t a b l e  to ex p o r t  sales;

iii) For export o r i e n t e d  i n d u s t r i e s  and those located in 

less d e v e l o p e d  area, the rate of interest to be 

c h a rged by the f i n a n c i n g  i n s t i t u t i o n s  will be one 

p e r c e n t  less than that c h a r g e d  for d e v e l o p e d  areas;

v) The f a c i l i t y  u n d e r  the E x p o r t  G u a r a n t e e  Sch e m e  will

be g i v e n  more e x t e n s i v e  to the e x p o r t - o r i e n t e d  

i n d u s t r i e s ;
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vi) To e l i m i n a t e  d e l a y s  in d u t y  d r a w b a c k  a N a t i o n a l

Import D u t y  D r a w b a c k  S c h e m e  (NIDDS) for e x p o r t e r s

has been introduced;

vii) E x p o r t  o r i e n t e d  i n d u s t r i e s  are also a l l owed to 

o p e r a t e  u n d e r  B o n d e d  W a r e h o u s e  S y s t e m  when du t y  free 

import of raw m a t e r i a l s  and ex p o r t  is allowed;

viii) A N a t i o n a l  C o m m i t t e e  for I n d u s t r i a l  D e v e l o p m e n t

(NCID) has been c o n s t i t u t e d  for s a n c t i o n  of all

f o r e i g n  investment.

5 . 2 . 4  Expor t  P r o c e s s i n g  Zone

I n d u s t r i a l  Free Zone or E x p o r t  P r o c e s s i n g  Z o nes have been used 

as an i m p o r t a n t  i n s t r u m e n t  for the p r o m o t i o n  and d e v e l o p m e n t  

of export o r i e n t e d  industries. T h e s e  c o n s i s t  of c u s t o m s  free 

p r i v i l e g e s  and s p e c i a l  i n c e n t i v e s  p r o v i d e d  in s c h e d u l e d  zones 

h a v i n g  d e v e l o p e d  land, factory, building, water, e l e c t r i c i t y ,  

t e l e c o m m u n i c a t i o n ,  t r a n s p o r t a t i o n  and o t her i n f r a s t r u c t u r a l  

f a c i l i t i e s  for the c o n v e n i e n c e  of the o p e r a t i n g  firms 

a c c e l e r a t i n g  the p r o c e s s  of i n d ustrial d e v e l o p m e n t  t h r o u g h  

a t t r a c t i n g  f o r eign i n v e s t m e n t  for t r a n s f e r  of technology, 

e x p a n s i o n  of e m p l o y m e n t  o p p o r t u n i t i e s  and foreign e x c h a n g e  

earnings.

In vi e w  of s h o r t a g e  of i n d i g e n o u s  ind u s t r i a l  raw m a t e r i a l s  but 

a large a v a i l a b i l i t y  of c h e a p  and t r a i n a b l e  labour, low cost 

of e n e r g y  and r e a s o n a b l y  d e v e l o p e d  i n f r a s t r u c t u r a l  f a c i l i t i e s
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( s h i p p i n g  f a c i l i t i e s  in C h i t t a g o n g  and air f a c i l i t i e s  in 

Dhaka), two E P Z , one at S o uth H a l i s h a h a r  in C h i t t a g o n g  and 

a n o ther at Savar (Zirani) in D h a k a  have been established.

5 . 2.5 I n d u s t r i a l  Land

The i n d u s t r i a l  location p o l i c y  of B a n g l a d e s h  e n c o u r a g e d  the 

d e v e l o p m e n t  of industrial land w i t h  r e q u i s i t e  i n f r a s t r u c t u r a l  

and u t i l i t y  f a c i l i t i e s  such as a p p r o a c h  roads, e l e c tricity, 

gas, water, t e l e c o m m u n i c a t i o n  etc. to make them a v a i l a b l e  to 

e n t r e p r e n e u r s  m a n a g e d  by the local d e v e l o p m e n t  auth o r i t i e s ,  

the M i n i s t r y  of W o rks for q u i c k  i m p l e m e n t a t i o n  of the 

s a n c t i o n e d  projects. The i n d u s t r i a l  areas u n der d i f f e r e n t  

r e g ions are p r e s e n t e d  in the f o l l o w i n g  tables;

T a b l e  5.1

D e v e l o p m e n t  of I n d u s t r i a l  L a n d s  by Region

Regions I n d u s t r i a l  Land

D h a k a  (1) Pos t a g o l a ,  (2) Tongi, (3> Tejgaon, (4)
Savar, (5) H a z a r i b a g  (only for t a n ning 
industry), (6) Shampur, (7) M o h a m m a d p u r  
(M i rpur and M o h a m m a d p u r  area p r i m a r i l y  meant 
for small and c o t t a g e  industries).

C h i t t a g o n g  (1) K a l urghat, (2) F o u z d a r h a t  and (3)
N a s i r a b a d

K h u l n a  K h u l n a  I n d u s t r i a l  Area

R a j s h a h i  B S CIC I n d u s t r i a l  E s t a t e s
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Besides, B a n g l a d e s h  Small and C o t t a g e  I n d u s t r i e s  C o r p o r a t i o n  

(BSCIC) had 20 I n d u s t r i a l  E s t a t e s  by 1960s. For m a s s i v e  

d e v e l o p m e n t  of small and c o t t a g e  i n d u s t r i e s  B S C I C  had 

u n d e r t a k e n  mors areas u n d e r  i n d u s t r i a l  e s t a t e s  and by the end 

of 1990 the total p o s s i b l e  i n d u s t r i a l  e s t a t e s  had been 

e s t i m a t e d  to be 86. The r e g i o n - w i s e  loc a t i o n  of the B S C I C  

E s t a t e s  are g i v e n  in t a ble 5.2.

T a b l e  5.2

Region-wi se  Loca t ion  o f  BSCIC I n d u s t r i a l  E s t a t e s

Region In d u s t r i a l  E s t a t e s  under BSCIC

D h a k a  Tongi, Mymen s i n g h ,  Rajbari, Savar, Joy d e v p u r ,
Kaliakair, M u n s h i g o n j , Man i k g o n j >  Tangail, 
N a r a y a n g o n j , etc.

C h i t t a g o n g  S h o l o s h a h a r ,  K a l urghat, F o u z d e r h a t ,  Comilla,
Feni, Sylhet, C o x ' s  Bazar, B a n d a r b a n ,  Patia, 
Khagra s a r i ,  R a n g m a t i  etc.

Raj s h a h i  Rajshahi, Rangpur, Dinajpur, B o g r a  and Pabna.

K h u l n a  Khulna, Jessore, Kushtia, S w a r u p k a t i  and
Bar i s a l .

B S C I C  h o w e v e r  will set up a n u m b e r  of new Ind u s t r i a l  E s t a t e s  

in the country, p a r t i c u l a r l y  at the T h a n a  and S u b - D i v i s i o n  

level k e e p i n g  in v i e w  the ind u s t r i a l  p o t e n t i a l s  there. B SCIC 

will also d e v e l o p  one I n d u s t r i a l  E s t a t e  at Savar and the other 

at Joy d e v p u r ,  The p r e s e n t  p o s i t i o n  of B S C I C  industrial e s t a t e s  

(upto 1991) is e v i d e n t  from A n n e x u r e  I. It shows a r eas under 

d e v e l o p m e n t  b e s i d e s  a reas a l r e a d y  developed. A v a i l a b l e
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e v i d e n c e  nhow t h a t  BSCIC i n d u s t r ’i a i  esta t e E  r^uf f- j r t'roin m a i n l y  

f o l l o w i n g  c o n s t r a i n t s ;

(a) S e l e c t i o n  of some i n a p p r o p r i a t e  location lacking 

t r a n s p o r t  f a c i l i t i e s  for a c c e s s  to m a r k e t  and sour c e s  of 

raw material,

(b) La c k  of e n t r e p r e n e u r s h i p .

( c )  M a r k e t i n g  p r o b l e ms .

(d) Lack of u t i l i t i e s  (water, e l e c t r i c i t y  etc.) in rural 

a r e a s .

5 . 2 . 6  I n d u s t r i a l  F inancing

T he i n d u s t r i a l  L o c a t i o n  P o l i c y  of the B a n g l a d e s h  G o v e r n m e n t  

n e e d s  to be well s u p p o r t e d  by f i n a n c i a l  institutions. 

D e v e l o p m e n t  F i n a n c e  I n s t i t u t i o n s  (DFIs) have played a m a j o r  

role in the d e v e l o p m e n t  of e n t r e p r e n e u r s h i p  in B a n g l a d e s h  

s i nce the 1950s, The P a k i s t a n  I n d u s t r i a l  F i n a n c e  C o r p o r a t i o n  

(PIFCO) was set up in 1949 to extend loans' to p r i v a t e  

e n t r e p r e n e u r s  in s e t t i n g  up industries. The need to a c c e l e r a t e  

the pace of i n d u s t r i a l i z a t i o n  in P a kistan d e m a n d e d  acc e s s  to 

f oreign e x c h a n g e  financing. To this end in 1957 P a k i s t a n  

I n d u s t r i a l  C r e d i t  and I n v e s t m e n t  C o r p o r a t i o n  (PICIC) was set 

□p. I n d u s t r i a l  D e v e l o p m e n t  Bank of P a k i s t a n  (IDBP) was set up 

in 1961 w i t h  a v i e w  to w i d e n i n g  the base of e n t r e p r e n e u r s h i p  

and f i n a n c i n g  m e d i u m  siaed i n d u s t r i e s  and took over the assets
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and l i a b i l i t i e s  of P I F C O . ^  The p o s t - l i b e r a t i o n  pe r i o d  

b e t w e e n  1972-75 e x p e r i e n c e d  DFI e x t e n d i n g  loans to pu b l i c

s e c t o r  borrowers. A fter 1975, w i t h  the end of p r i v a t i s a t i o n  

the World B a n k  and the Asian D e v e l o p m e n t  Bank ex t e n d e d  

s i z e a b l e  c r e d i t  lines to the p r i v a t e  s e c t o r  t h r o u g h  the DFIs, 

the B a n g l a d e s h  S h i l p a  Rin S a n g s t h a  (BSRS) and the B a n g l a d e s h

S h i l p a  B a n k  (BSB) the s u c c e s s o r  o r g a n i s a t i o n  of IDBP.

I n v e s t m e n t  C o r p o r a t i o n  of B a n g l a d e s h  (ICB) to a limited

extent, for e q u i t y  i n v e s t m e n t  and u n d e r w r i t i n g ,  b r i d g e  

f i n a n c i n g  and the c o m m e r c i a l  b a n k s  for s h ort term w o r k i n g  

c a p ital funds. In ad d i t i o n  to usual loan f i n a n c i n g  by B S B / B S R S  

upto 70% of the total cost of the p r o j e c t  for less d e v e l o p e d  

area and 60% for other area and upto 80% for p r o j e c t s  of 

e x c e p t i o n a l  m e r i t  and v i a bility. ICB u n d e r w r i t i n g  f a c i l i t y  is 

a v a i l a b l e  for p u b l i c  limited c o m p a n i e s  upto 60% of the equity. 

T h i s  e n s u r e s  u p t o  about 88% f i n a n c i n g  for a large n u m b e r  of 

p r o j e c t s  in the less d e v e l o p e d  areas. A N a t i o n a l  C o m m i t t e e  for 

I n d u s t r i a l  D e v e l o p m e n t  (NCID) has been c o n s t i t u t e d  for 

s a n c t i o n  of all foreign investments.

S i nce the lib e r a t i o n  of B a n g l a d e s h  and p a r t i c u l a r l y  s i nce 1975 

the D e v e l o p m e n t  F i n a n c e  I n s t i t u t i o n  (DPI) in B a n g l a d e s h  have 

made a s i g n i f i c a n t  c o n t r i b u t i o n  to the f i n a n c i n g  of ind u s t r i a l  

i n v e s t m e n t  in Bangla d e s h .  The two DFIs, BSB and BSRS have 

betw e e n  them s a n c t i o n e d  T k . 7 9 1 9  m i l l i o n  as term f i n a n c i n g  as 

b e t w e e n  1971 to 1 9 8 4 . T h e s e  DFI loans have fin a n c e d*

i n v e s t m e n t  e s t i m a t e d  at the 13213 m i l l i o n  d i r e c t e d  to 1132

113

Dhaka University Institutional Repository



i n v e s t m e n t  p r o j e c t s  of w h i c h  918 are new u n its and 214 are 

e x i s t i n g  projects, for Bal a n c i n g ,  M o d e r n i s a t i o n  and 

R e p l a c e m e n t  of E q u i p m e n t  (BHRE). T h e s e  i n vestments are 

p r o j e c t e d  to create 72,281 new jobs. A r o u n d  95% of the new 

i n v e s t m e n t s  have been d i r e c t e d  t o w ards the p r i v a t e  sector. The 

re g i o n a l  b r e a k d o w n  of i n v e s t m e n t  by DFIs (Table 5.3) shows an 

inoptimal d i s t r i b u t i o n  of i n v e s t m e n t  located in d e v e l o p e d  

m e t r o p o l i t a n  a reas w i t h  its c o n c o m i t a n t  i n f r a s t r u c t u r a l  

support. W h i c h  is s u r e l y  n o t i c a b l e  for the un e v e n  ind u s t r i a l  

g r o w t h  t h r o u g h o u t  the country. It is e v i d e n t  from the table 

that the two DFIs have s a n c t i o n e d  (44% of total i n v e s t m e n t )  

and 43% of total loan in 517 u n its in D h a k a  c o n s t i t u t i n g  45% 

of total s a n c t i o n e d  u n i t s  c r e a t i n g  32124 (45% of the total job 

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

The reg i o n a l  c o n c e n t r a t i o n  of i n d u s t r i a l  i n v e s t m e n t  is f u r t h e r  

h i g h l i g h t e d  when all C h i t t a g o n g  area is added to the all D h a k a  

region. T o g e t h e r  this area a c c o u n t s  for more than two third of 

the total n u m b e r  of units, investment, loans and employment.
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Tahie 5.3

Aron WiKO lireakdown of DFJ Investmorit H Loan 
cJiiriTU! UJ75-1984

( I n  m i l l i o n  taka & nuiriber)

Area No. of 
U nits

Total 
I nvestnien t

Total
Loan

Enip 1 oymen t 
c r e a t i u n

D h a k a  M e t r o p o l i t a n 256 2 9 1 7.92 1618.42 14763
in % (22.61) (22.08) (21.06) (20.42)

D h a k a  (all region) 161 2 9 1 9.98 1756.69 17361
in % (23.06) (22.10) (22.86) (24.82)

C h i t t a g o n g 81 1215.50 6 9 1 , 2 0 6163
M e t r o p o l i t a n  in % (7.16) (9.20) (9.00) (11.29)

C h i t t a g o n g  (all 179 2 3 0 0.09 1313 . 4 2 11866
regi o n )  in % (15.81) (17.41) (17.09) ( 16.42)

Khu Ina 27 261.59 163.61 1310
M e t r o p o l i t a n  in % (2.38) (1.96) (2.13) (1.81)

K h u l n a  (all 145 1370.73 83 5 . 1 0 9243
region) in % (12.81) (10.37) (10 .87) (12.79)

Raj shahi in % 183 2226 . 5 9 1305-08 9575
(16.17) (16.85) ( 16.99) (13.25)

Total in % 1132 13213.27 7 6 8 3 . 5 2 72281
(100) (100) (100) (100)

Source: Rehman Sobhan, Debt D e f a u l t to the D e v e l o p m e n t
F i n a n c e Instit u t i o n s ,  The C r i s i s of State
s p o n s o r e d E n t r e p r e n e u r s h i p in B a n g l a d e s h ,
U n i v e r s i t y  P r e s s  Limited. T a b l e  V-A, p .96.

5.3 An O v e r a l l  A s s e s s m e n t  of I n d u s t r i a l  L o c a t i o n  P o l i c y

In the last sect i o n  we d i s c u s s e d  i n d u s t r i a l  location p o l i c y  

d u r i n g  P a k i s t a n  p e r i o d  and post l i b e r a t i o n  period. In the 

p r e s e n t  s e c t i o n  we a t t e m p t  an o v e rall e v a l u a t i o n  of industrial 

location policy, w h i c h  i n v o l v e s  p r o b i n g  into the j u s t i f i c a t i o n  

and r a t i o n a l e  of these policies. It a p p e a r s  that these
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f u n d a m e n t a l  issues hav*-? not been a d e q u a t e l y  sorted out by the 

^ p o l i c y  m a k e r s . As a result, l o c a t i o n a l  p o l i c i e s  so far p u r s u e d  

' have not been p r o v e d  e f f e c t i v e  and r e g i o n a l  d i s p a r i t i e s  in

i n d u s t r i a l  developirient have been ma r k e d  in Bangl a d e s h ,  as we

 ̂ have seen in C h a p t e r  3 and 4.

Fr o m  the a n a l y s i s  of the p a t t e r n  of i n d u s t r i a l  location it is 

found that (i) the d i s t r i c t  of D h a k a  w i t h  i n d u s t r i a l  c o m p l e x e s  

at N a r a y a n g o n j ,  Demra, Tongi, J o y d e v p u r ,  G h o r a s a l  and 

N a r s i n g d i  is the l e a ding ind u s t r i a l  ce n t r e  of Bangl a d e s h ,  (ii) 

D h a k a  is c l o s e l y  f o llowed by the m e t r o p o l i t a n  areas of

C h i t t a g o n g  and Khulna, (iii) w i t h  lion's share of the

i n d u s t r i a l  g r o w t h  g o i n g  in 3 m e t r o p o l i t a n  areas, industrial 

g r o w t h  in the other part of the c o u n t r y  has s u f f e r e d  (Table 

5.4).

The table shows re g i o n a l  d i s t r i b u t i o n  of ind u s t r i a l  

e s t a b l i s h m e n t s  in a b s o l u t e  number and percentage. It is 

i n t e r e s t i n g  to note large n u m b e r  of industria] e s t a b 1 is h m e n t s  

in R a j s h a h i  w i t h  m i n i m u m  m a n u f a c t u r i n g  v alue added (7.16%) and 

e m p l o y m e n t  (6.20%) than in K h u l n a  (Table 4.3). This is b e c a u s e  

of the fact that the n u m b e r  of h a n d l o o m  industry u nder textile 

g r o u p  in R a j s h a h i  (1050 u n i t s  in S e r a j g o n j ) alone c o n s t i t u t e s  

64.18 p e r c e n t  of the total n u m b e r  of h a n d l o o m  i n d u s t r i e s  

(Table 4.2), while there is no single unit of the type in 

Khulna. On the o ther hand the s h a r e s  of K h u l n a  in 

m a n u f a c t u r i n g  v a lue added and e m p l o y m e n t  are 13.17 and 14.44
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Regional Distribution of Industries by Major 6roup

Table 5.^

Code 11997̂ 1998) Dhaka
91/82 37/88

Chittagong >:hulna
81/S2| 8 7 /8 g |3 1 /9 2  1 87/68 | 8

Rajshahi
/82 87/83

lotal
81/62 87/38

311-312 Food tifg. Industry
313 Peverage Industry
314 Tobacco Industry
315 flninal food i by-products 
321-322 Textile
323 Hearing Apparels 
32̂1 Leather 4 its product
325 Footnear
326 -Jute pressin-; *- baling
331 Wood (r wood protuct
332 Wooden furniture
341 Paper t paper product
342 Printing J; Publishing
351 Drû s A PharfdCButicals
352 Chemical industries
353 Other cne»ital indu'tnes 
35̂ -355 Fetrnleu* refineries <

Pri’fl.
35ii Rubber products 
357 Plastic Products
361 Pottery k china v-are
362 81ass products
369 Non-netallic products
371 Iron 4 Steel
372 Non-ferrous *ietal industries 
381-392 Fabricated netal product
383 dachinery ex-electrics
384 Electrical ®achinery
385 Transport equipi»ent
387 Photographic 4 opticals 
393-394 ether »fq. industries 
TOTAL
Percentage of total

148
3

13
X

782
19 
101 
6 

11 

16
9

20 

122 

127 
15 
131
X

.'0
4

35
10
32
*

157
8B

40
26
6

53
2038
60.72

195
3
9
X

813
81

120
5 
12 

23 
7 
]<» 

126 
111
14

131
3

28
38
6 
28 
1̂ 
40

212

90
70
36
6

56
2309

248
2

5
X

162
3
15

X
y
1

3
7
22

35
5

58

2

2
X
2

6

12
X

85
16
16
4
X

15
734

306
2
3 
2

383
A1 

11
X

i
6
5 
7
35

39

11

68

6

7
4
X

3
6

15
2 
100 

15
7
8 
X

IJ
1068

21

1
5
X

27
X

1

X

15
X

5

X

6
16
f

1
f
3

122

53
i

8

1
33
1

1

X

7

i
9

13
X

111

X

X

1
X

1

1
4
X

!0
3
2
X

1

173
48.13 21,87 22.28 3.64 3.ol 13

3i
X
7

X

1087
X

X

1

10

23
X

10
X

X

X

1
X

' X 

■ 1 

X

15
2
T
2
X

X

1243
25,93

4̂ 1
6

29
X

1298
22

117
6

21
24
16
2̂

152
194

20
205

30
10
5
37
16
47
X

260
121

60
32
6

3356

635
6

2316
34 
132
5
23
32
18
20

160
186
25

219
1‘

35 
<3
7
32
21
60
2

332
125
92
48
6 

71
47<JJ

Source: Chi 1̂ 3i'?2 and 1937/86.
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p e r c e n t  r e s p e c t i v e l y .  Out of 2309 e s t a b l i s h m e n t s  in D h a k a  and 

1068 e s t a b l i s h m e n t s  in C h i t t a g o n g  r e g i o n s  286 and 300 are 

h a n d l o o m  units. However, large u n its are al m o s t  c o n c e n t r a t e d  

in D h a k a  and C h i t t a g o n g  with K h u l n a  in the third position.

The c o n c e n t r a t i o n  of i n d u s t r i e s  in the 3 m e t r o p o l i t a n  area of 

B a n g l a d e s h  and the u n e v e n  d i s t r i b u t i o n  of ind u s t r i e s  

t h r o u g h o u t  the c o u n t r y  is due to u n e q u a l  i n f r a s t r u c t u r a l  

d e v e l o p m e n t  and d e f e c t i v e  G o v e r n m e n t  Policies.

Let us d i s c u s s  these in details:

(a) We know that the b asic r e q u i r e m e n t  for i n d ustrial g r o w t h  

is the s u p p l y  of i n f r a s t r u c t u r a l  f a c i l i t i e s  like power, 

water, transport, c o m m u n i c a t i o n s ,  etc. w h ich are in most 

c o u n t r i e s  o p e r a t e d  by the p u b l i c  sector. I n f r a s t r u c t u r a l  

inve.^tment in B a n g l a d e s h  has o f ten been b a s e d  on 

p o l i t i c a l  j u d g e m e n t  than on sound e c o n o m i c  analysis. The 

fa u l t y  a l l o c a t i o n  of i n f r a s t r u c t u r a l  i n v e s t m e n t  has led 

to un e v e n  i n f r a s t r u c t u r a l  g r o w t h  leading to d i s t o r t i o n s  

in the location of industries. The case of J a i p u r h a t  

L i m e s t o n e  Mine and C e m e n t  C o m p l e x  is a 'case in p o i n t . A  

sum of Tk. 36 c o r e s  has a l r e a d y  be e n  spent so far for the 

i n f r a s t r u c t u r a l  d e v e l o p m e n t  w o r k s  but the p r o j e c t  now in 

its a l m o s t  20th ye a r  wi t h  an o n - g o i n g  c h a r a c t e r  is. yet 

not off the ground. New q u e s t i o n s  about its v i a b i l i t y  

have b e e n  raised by c e r tain q u a r t e r s  though its techno-
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e c o n o m i c  v i a b i l i t y  has f i r m l y  been e s t a b l i s h e d  t h r o u g h  a 

n u m b e r  of studies.

(b) The c r e a t i o n  of I n d u s t r i a l  E s t a t e s  u n d e r  B S CIC failed to 

a t t r a c t  even small e n t r e p r e n e u r s  to set up i n d u stries in 

the n o r t h e r n  region a fter liberation. Industries, rather 

e s t a b l i s h e d  in the p r e - 1 ibera t i o n  period in those 

estates, like Hosiery, light e n g i n e e r i n g  w o r kshops, small 

press, shoe factories, aluminium, w a r e - n a i l  industries, 

food and allied industries, p a p e r  p r i n t i n g  and 

p u b l i s h i n g ,  etc, ce a s e d  to e xist for m u l t i f a r i o u s  

reasons. The most impor t a n t  r e a sons are n o n - p r o t e c t i o n  of 

their m a n u f a c t u r e d  g o o d s  in the post liberation period, 

i n a d e q u a t e  and h a p h a z a r d  a r r a n g e m e n t  of w o r k i n g  capital, 

a b s e n c e  of p r o p e r  c o m p e n s a t i o n  wi t h  the w a r - r a v a g e d  

units, loss of e n t r e p r e n e u r s  due to war, i n s u f f i c i e n t  raw 

m a t e rials, etc. T h e s e  ind u s t r i a l  e s t a t e s  m e r e l y  m e ant 

w a s t a g e  of resources. The cases of example, are w i t h  the 

B S C I C  i n d u s t r i a l  e s t a t e s  of P a b n a  and Rajshahi,

(c) A m o n g  o t her r e a s o n s  the i m p o rtant one is that the p r i v a t e  

e n t r e p r e n e u r s  are often int e r e s t e d  to e s t a b l i s h  

i n d u s t r i e s  in u r ban a r eas with c o m p l e t e  n e g l e c t  to the 

s o c i a l  h a z a r d s  and p o l l u t i o n  and c o n s e q u e n t  a d v e r s e  

ef f e c t  on s u r r o u n d i n g  e n v i r o n m e n t s .  No s i g n i f i c a n t  

r e m e d i a l  m e a s u r e s  were taken to p r e v e n t  c o n c e n t r a t i o n ;  

rather f u r t h e r  e x p a n s i o n  of the m e t r o p o l i t a n  c i t i e s  took
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new m o ves h e l ping d i s p a r i t i e s .  Moreover, it is obs e r v e d

that cert a i n  r e g i o n s  and a r eas possess industrial 

p o t e n t i a l  but e n t r e p r e n e u r s  do not invest there b e c a u s e  

of high risk and lack of g o v e r n m e n t  initiative.

(d) We can q u o t e  here some s p e c i f i c  p r o b l e m s  with i n d ustrial

policy, that we r e  c o m m u n i c a t e d  to me by the r e s p o n d e n t s

in c o u r s e  of my s u r v e y  r e l ated to the p r i v a t e  industries.

i) Local i n d u s t r i e s  are f a c i n g  c o m p e t i t i o n  w i t h  foreign 

g o o d s  both in terms of q u a l i t y  and price.

ii) R e g u l a r  load s h e d d i n g  h a m pers p r o d u c t i o n  to a g r e a t  

e x t e n t .

iii) Workers' u n r e s t  is r e s p o n s i b l e  for lower p r o d u c t i o n  

and s u s t a i n i n g  loss.

iv) I n d u s t r i a l  as well as import p o l i c y  r e g a r d i n g  import 

of raw m a t e r i a l s  is not liberal.

v) L i q u i d i t y  cr i s i s  is a great problem. Want of w o r k i n g  

ca p ital r e s ults in s e r ious liqui d i t y  crisis.

T h e s e  problems, however, can n e ver be solved in our 

c o u n t r y  w i t h o u t  p r o p e r  and s i n cere i n i tiative and 

i n t e r f e r e n c e  by the g o v e r n m e n t .

E v i d e n c e s  show that the main r e a sons for the industrial 

s t a g n a t i o n  in B a n g l a d e s h  are lack of c o n f i d e n c e  in the 

s t a b i l i t y  of polic i e s ,  b u r e a u c r a t i c  sloth and poor
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i m p l e m e n t a t i o n  of polic i e s ,  labour code u n f a v o u r a b l e  to 

the employer, i n d i s c i p l i n e  a mong workers, high cost of 

e lec t r i c i t y ,  high r e t u r n s  and low risk in trade and 

s m u g g l i n g  r e l a t i v e  to m a n u f a c t u r i n g  p r oduction, 

w i d e s p r e a d  corrup t i o n ,  p o l i t i c a l  p a t r o n a g e  and too many 

f o r m a l i t i e s  and s a n c t i o n s  that the i n d u s t r i a l i s t s  have to 

go t h r o u g h  w h i c h  take a long time, d u r i n g  w h ich 

g o v e r n m e n t  o f f i c i a l s  have to be e n t e r t a i n e d . ®

(d) The i n c e n t i v e s  for less d e v e l o p e d  a r e a s  m e n t i o n e d  in the 

i n d u s t r i a l  p o l i c y  of B a n g l a d e s h  are yet to attract

e n t r e p r e n e u r s  to e s t a b l i s h  i n d u s t r i e s  in these areas. 

E n t r e p r e n e u r s ,  r a t h e r  become i n t e r e s t e d  to set up 

i n d u s t r i e s  in the less d e v e l o p e d  areas w h i c h  are in close 

p r o x i m i t y  to m e t r o p o l i t a n  cities to take a d v a n t a g e  of the 

i n f r a s t r u c t u r a l  f a c i l i t i e s  than to g o i n g  for less

d e v e l o p e d  areas in the n o r t h e r n  region.

5.4 C o n c l u d i n g  R e n a r k s

From the f o r e g o i n g  d i s c u s s i o n  on G o v e r n m e n t  p o l i c i e s  and 

m e a s u r e s  d e s i g n e d  to locate indu.stries in d i f f e r e n t  r e g i o n s  of 

B a n g l a d e s h  we c o n c l u d e  that <i) the industrial g r o w t h  in

B a n g l a d e s h  has been c o n c e n t r a t e d  in three m e t r o p o l i t a n  cities 

of Dhaka, C h i t t a g o n g  and Khulna, w i t h  R ajshahi b eing the least 

d e v e l o p e d  area, (ii) u n e v e n  i n f r a s t r u c t u r a l  d e v e l o p m e n t  is one 

of the i m p o r t a n t  f a c t o r s  r e s p o n s i b l e  for this inoptimal 

p a t t e r n  of i n d u s t r i a l  growth, (iii) the g o v e r n m e n t  po l i c y
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i n f l u e n c i n g  industrial l ocation in d i f f e r e n t  r e g i o n s  is 

p l a g u e d  w i t h  n u m e r o u s  limitations. T h e s e  failed to a t t r a c t  new 

e n t r e p r e n e u r s  to set up industries, (iv) i n f r a s t r u c t u r a l  

i n v e s t m e n t s  a l ong with i n c e n t i v e s  and subsidies, e s p e c i a l l y  in 

the form of power, fuel and t r a n s p o r t  f a c i l i t i e s  are 

c o n s i d e r e d  more e f f e c t i v e  m e a s u r e s  for speedy

i n d u s t r i a l i z a t i o n  in less d e v e l o p e d  areas.

Even to save and n o u r i s h  the e x i s t i n g  i n d u s t r i e s  ( s p e c i a l l y  in 

the p r i v a t e  s e c tor) governtnent should c a r e f u l l y  d e s i g n  the 

ind u s t r i a l  as we l l  as the import p o l i c i e s  and do the 

following: (a) D o m e s t i c  ill-f a t e d  i n d u s t r i e s  must be saved by 

p r o t e c t i o n ,  (b) P r i v a t e  sector must be c a r e f u l l y  c o n s i d e r e d  

and d i s c u s s e d  bef o r e  any a n n o u n c e m e n t  of b e n e f i t  to the 

workers, (c) R e g ular p ower s u p p l y  should be ensured, (d) More 

liberal p o l i c y  for import of raw m a t e r i a l s  will have to be 

adopted, (e) S u p p l y  of s u f f i c i e n t  w o r k i n g  capital by 

n a t i o n a l i s e d  b anks must be e n s ured to solve l i q u idity problem.

However, to r e c tify the inopt i m a l  p a t t e r n  of industrial 

d i s t r i b u t i o n  in B a n g l a d e s h ,  the f o remost q u e s t i o n  r e l a t e s  to 

e v o l v i n g  out the most f e a s i b l e  i n d u strial policies. T h e r e  is 

no d e n y i n g  the fact that the best p o l i c i e s  are sure to be 

those w h i c h  tackle the roots of the problem. In a d e v e l o p i n g  

c o u n t r y  like ours ind u s t r i a l  p o l i c y  should be d i r e c t e d  and 

f o r m u l a t e d  to p u r s u e  a rural o r i e n t e d  d e v e l o p m e n t  s t r a t e g y  to 

e n h a n c e  e m p l o y m e n t  and purctiasing p o wer of the p o o rest
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s e g m e n t s  of the p o p u l a t i o n .  In our c o u n t r y  ( various s t u dies 

o pine that) ex p o r t  or i e n t e d  i n d u s t r y  such as g a r m e n t  sh o u l d  be 

e n c o u r a g e d  w i t h  a d e f i n i t e  p r o g r a m m e  to b o t h  m o d e r n i z e  and 

o r g a n i z e  the h a n d l o o m  se c t o r  to s e r v i c e  the g a r m e n t  exporters. 

However, governinent should w e l c o m e  more s t u d i e s  and s u r v e y s  to 

assess i n d u s t r i a l  p o t e n t i a l s  of d i f f e r e n t  a r eas of d i f f e r e n t  

'regions. T h i s  might be c o n s i d e r e d  as e m p i r i c a l  base for 

i n i t i a t i n g  g o v e r n m e n t  p o l i c i e s  and measures.
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CHAPTER 6

LOCATION ANALYSIS AND LOCATION EQUATIONS OF 
SOME SELECTED INDUSTRIES IN BANGLADESH

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

T h i s  c h a p t e r  p r e s e n t s  the loc a t i o n  a n a l y s i s  and r e s u l t s  of the 

r e g r e s s i o n  e q u a t i o n s  of some s e l e c t e d  i n d u s t r i e s  in 

B a n g l a d e s h .  The a n a l y s i s  is based on a t r a n s p o r t a t i o n  ^lodel 

w h i c h  s hows how the t r a n s p o r t a t i o n  inputs e x p l a i n  regional 

c h a n g e  in an i n d u s t r y ' s  output. The t r a n s p o r t a t i o n  m o del used 

in this s t u d y  is based on the idea of Harris, C u r t i s  C. Jr. 

( U n i v e r s i t y  of M a r y l a n d )  and F r a n k  E. H o p k i n s  (State 

U n i v e r s i t y  of New York) in "An I n t e r r e g i o n a l  E c o n o m e t r i c  M odel 

of A g r i c u l t u r e ,  Mining, M a n u f a c t u r i n g  and S e r v i c e s . "

T h i s  c h a p t e r  c o m p r i s e s  five sections. The second s e c t i o n  

c o n s i s t s  of a g e n e r a l  d i s c u s s i o n  on the t r a n s p o r t a t i o n  model 

that has been used and p r e s e n t s  location equations, g e n e r a l  or 

specific. The third s e c t i o n  d i s c u s s e s  the e x p l a n a t o r y  v a r i a b l e  

of the e q u a t i o n  w i t h  d a t a  source and e x p l a i n s  how they are 

est i m a t e d .  The fo u r t h  s e c t i o n  e s t i m a t e s  the m o del and p r e s e n t s  

the r e s u l t s  of e m p i r i c a l  f i n d i n g s  and the last p r e s e t s  

c o n c l u s i o n s .
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B.2 ‘I'he Transport.ation Model

An i rnJus t r i a L plarit locates in I'lrder to m a x i m i s e  profits. 

G i v e n  the location, a f i r m  will p r o d u c e  the q u a n t i t y  that 

m a x i m i s e  profits. But since a firm has a ch o i c e  in b e t ween 

d i f f e r e n t  locat i o n s  it will se l e c t  the location w h ere pr o f i t  

m a x i m i s a t i o n  may be possible. O u t p u t  of a firm is d e t e r m i n e d  

by the c o s t  of p r o d u c t i o n  w h i c h  i n c l u d e s  (a) the cost of 

t r a n s p o r t i n g  raw m a t e r i a l s  from t heir s o u r c e s  of su p p l y  to the 

p l a n t  of m a n u f a c t u r i n g ,  (b) the ac t u a l  cost of p r o c e s s i n g ^  at 

p l a n t  and (c) the cost of t r a n s p o r t i n g  the fi n i s h e d  p r o d u c t  to 

the market. A s s u m i n g  that the cost of p r o c e s s i n g  is, to a 

great extent, invar i a n t  to the location of the plant,

tr a n s p o r t  c o s t s  may be main d e t e r m i n i n g  f a c t o r s  of output

level of a p l a n t  or ind u s t r y  at a p a r t i c u l a r  location.

T h u s  on the b asis of r e l a t i o n s h i p  b e t w e e n  p r o d u c t i o n  level and 

af o r e s a i d  f a c t o r s  ou t p u t  may be d e f i n e d  as a f u n c t i o n  of 

trans p o r t  c o s t s  and s y m b o l i c a l l y  e x p r e s s e d  as follows:

Qij = f(TIid, TQij)

w h e r e  Qij = O u t p u t  of i n d u s t r y  i in region j .

TIij = M a r g i n a l  cost of o b t a i n i n g  input to the
ind u s t r y  i in region j .

TQid = M a r g i n a l  cost of t r a n s p o r t i n g  output of
the ith i n d u s t r y  from re g i o n  j.

T h e r e  m i g h t  be some o t her f a c tors i n f l u e n c i n g  p r o d u c t i o n  of 

the p l a n t  or i n dustry ca l l e d  a g g l o m e r a t i o n  variables, viz.,

v a l u e  of land, total ou t p u t  of the ind u s t r y  in the region,
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etc. w h i c h  are also c o n s i d e r e d  for the pui't^'use ol c a p t u f i n g  

the e f f e c t s  of exte r n a l i t i e s .

Most i n d u s t r i e s  do not m a n u f a c t u r e  their own raw m a t e r i a l s  but 

p u r c h a s e  them instead from o t her industries. The output of one 

industry b e c o m e s  the input of a n o t h e r  industry. Th u s  a dir e c t  

i n t e r d e p e n d e n c e  exists a mong industries. An ind u s t r y ' s  output 

is e i t h e r  used as i n t e r m e d i a t e  g o o d s  or a.s final p r o d u c t  for 

c o n s u m p t i o n .  An i n d u s t r y ' s  location m i ght be i n f l u e n c e d  by the 

g r o w t h  of s u p p l i e r s  of inputs (f o r ward 1 i n k a g e s ) a n d / o r  by the 

rise of i n d u s t r i e s  that u t i l i z e  its p r o d u c t s  (bac k w a r d  

linkages). T h u s  o u t p u t  of an i ndustry at a p a r t i c u l a r  location 

is a f u n c t i o n  of t r a n s p o r t  inputs, v alue of land, output of 

the industry, m ajor s u p p l y i n g  and p u r c h a s i n g  sectors.

T h e r e  m i ght be other s o c i a l  and e c o l o g i c a l  f a c t o r s  like social 

cost, water, e n v i r o n m e n t a l  pol l u t i o n ,  e n t r e p r e n e u r i a l

efficiency, .social benefit, etc. w h i c h  i n f l u e n c e  location. But 

t h ese f a c t o r s  have not been c o n s i d e r e d  in this study m a i n l y  

(a) b e c a u s e  these fact o r s  are not q u a n t i t a t i v e l y  o b s e r v a b l e  

and (b) b e c a u s e  our main s tudy of loc a t i o n  is related to the 

t r a n s p o r t a t i o n  model.

The s t u d y  of the g e o g r a p h i c  location of i n d ustries as a 

b u s i n e s s  d e c i s i o n  was o r i g i n a l l y  d e v e l o p e d  by Weber and 

im p r o v e d  up o n  by many, n o t a b l y  Hoover, Losch, Issrd, G r e e n h a t  

and Cooper. We vi e w  our s t udy as an a p p l i c a t i o n  of Isard's
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a n a l y s i s  t r e a t i n g  t r a n s p o r t a t i o n  s e r v i c e s  as an input in the 

p r o d u c t i v e  process.

O ur m odel may not be free from limitations. The s e r i e s  of 

v a r i a b l e s  used in the o r i g i n a l  location eq u a t i o n  p r e v a l e n t  in 

the large g e o g r a p h i c  area are not used in this s t u d y  m a i n l y  

for two reasons: (i) wi t h i n  a limited g e o g r a p h i c  a r e a  all the 

v a r i a b l e s  are not n e c essary, for example, w a g e  rate to e x p lain 

r e g i o n a l  c h a n g e  of output by i n dustry has been d r o p p e d  in this 

s t udy on the u n d e r s t a n d i n g  that wi t h i n  a limited g e o g r a p h i c  

ar e a  wage rate by industry, both in the p u b l i c  and p r i v a t e  

sectors, hardly differs; and (ii) lack of a v a i l a b i l i t y  of 

s t a t i s t i c a l  data.

However, in this s t u d y  it is h y p o t h e s i z e d  that the r e g i o n a l  

c h a n g e  in ou t p u t  by i n d u s t r y  can be e x p l a i n e d  by the r e g i o n a l  

v a r i a t i o n  in the i n d e p e n d e n t  v a r i a b l e s  d i s c u s s e d  in the third 

section' of this chapter. W i t h  this v i e w  in mind, we u.sed the 

f o l l o w i n g  r e g r e s s i o n  e q u a t i o n  in order to sh o w  the i n f l u e n c e  

of v a r i o u s  e x p l a n a t o r y  v a r i a b l e s  on the change of an 

i n d u s t r y ' s  output in a p a r t i c u l a r  location. To note here v a l u e  

of o u t p u t  has been used instead of output level as d e p e n d e n t  

v a r i a b l e  in the e q u a t i o n  and thus the equ a t i o n  becomes;
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a Q u  Q+t i 1 X 1 (-132X2+[33X3 + 1^4X4 + tJsxs  + t i s x s

W h ere Q = c o n s t a n t

p = c o e f f i c i e n t

XI - Tlij = M a r g i n a l  cost of otataining input to 
the ind u s t r y  i in region j .

X 2  = TQjj = M a r g i n a l  cost of t r a n s p o r t i n g  output 
of the ith i n d u s t r y  from region j.

X3 = a r e p r e s e n t a t i o n  of a m a j o r  s u p p l y i n g  sector.

X4 = a r e p r e s e n t a t i o n  of a m a j o r  p u r c h a s i n g  sector

X5 = v a l u e  of land.

X6 = output of i ndustry i in region j .

The model that we use a s s u m e s  that the r e gional change in an 

i n d u s t r y ' s  v a lue of ou t p u t  is a f u nction of the m a r g i n a l  cost 

of o b t a i n i n g  each input and d i s t r i b u t i n g  o u t p u t  and of 

a g g l o m e r a t i o n  variables. P a r a m e t e r s  in the e q u a t i o n s  are to be 

e s t i m a t e d  with r egional d a t a  as o b s e r v a t i o n s .  It is to be

noted here that the e s t i m a t e d  e q u a t i o n s  in our s t udy are not

des igned to pred ict the o p t i m u m  location of an i n d u s t r y , 

r ather to m e a s u r e  i n f l u e n c e s  of t r a n s p o r t a t  iotl c o sts along 

w i t h  o ther e x p l a n a t o r y  v a r i a b l e s  on c h a n g e s  of an i n d u s t r y ' s  

v alue of o u t p u t  in a p a r t i c u l a r  region.

6.3 T h e  E x p l a n a t o r y  V a r i a b l e s

6 ,3.1 T r a n s p o r t a t i o n  inputs

The t r a n s p o r t a t i o n  v a r i a b l e s  are g iven top p r e f e r e n c e  in the 

e q u a t i o n  b e c a u s e  of their p r o m i n e n c e  in location theory and
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our c o n c e r n  is in t e s t i n g  the i m p o r t a n c e  of t r a n s p o r t  c osts in 

l o cation d e c i s i o n  f o l l o w i n g  Isard as m e n t i o n e d  earlier. The 

t r a n s p o r t a t i o n  v a r i a b l e s  are the m a r g i n a l  costs of 

t r a n s p o r t i n g  an a d d i t i o n a l  un i t  of input or output either into 

or out of a p l a n t  or in d u s t r y  in a region. We e s t i m a t e d  the 

m a r g i n a l  t r a n s p o r t  c o st^ f r o m  total t r a n s p o r t  cost of a firm. 

T o t a l  t r a n s p o r t  cost for o b t a i n i n g  inputs and d i s t r i b u t i n g  

o u t p u t  to m a j o r  m a r k e t s  t h r o u g h  d i f f e r e n t  m o d e s  of t r a n s p o r t  

like rail, road and w a t e r  i n c l u d e s  handling, clearing, 

forwa r d i n g ,  d e m u r r a g e  and other c h a r g e s  together. The 

c o e f f i c i e n t  as g i ven in table 6.2 show the c h a n g e  in the v alue 

of o u t p u t  for the c h a n g e  in the t r a n s p o r t a t i o n  rate. The 

c h a n g e  in out p u t  is n e g a t i v e  as the cost for t r a n s p o r t a t i o n  

rate increases. T h i s  s u p p o r t s  the h y p o t h e s i s  that the ch a n g e  

in l o cation of each p l ant or i n d u s t r y  w o u l d  be i n v e r s e l y  

related b o t h  to the m a r g i n a l  cost of t r a n s p o r t i n g  its p r o d u c t  

to the m a r k e t  and input to the plant. For example, t a ble 6.2 

r e p o r t s  that in case of D h a k a  region w i t h  the in c r e a s e  in 

m a r g i n a l  cost of t r a n s p o r t i n g  inputs to the jute industry

o u t p u t  d e c r e a s e d  by 1.4859 ( e q u a t i o n  6 . 2 . a); in case of

C h i t t a g o n g  re g i o n  wi t h  an i n c r e a s e  in m a r g i n a l  cost of

t r a n s p o r t i n g  ou t p u t  to market, o u t p u t  d e c r e a s e s  by 5.6945 

( e q u a t i o n  6.2.b). The c o m b i n e d  r e g r e s s i o n  result s h ows a

d e c r e a s e  in o u t p u t  by 0 . 3 8 7 2  in r e s p o n s e  to an increase in 

m a r g i n a l  cost of t r a n s p o r t i n g  input and a d e c r e a s e  in output
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by 0 . 7 2 7 8  in res p o n s e  to an in c r e a s e  in m a r g i n a l  c o s t  of 

t r a n s p o r t i n g  output ( e q u a t i o n  6 . 2 . d ) .

For t e s t i n g  i m p o r t a n c e  of t r a n s p o r t a t i o n  cost, both linear 

(OLS) and n o n - l i n e a r  (log linear) e s t i m a t i o n s  have been do n e  

in case of j u t e  i n d u s t r y  w i t h  c o m b i n e d  s t a t i s t i c s  (equa t i o n  

6.2.d and 6. 2 . e )  and c a ble i n dustry ( e q u a t i o n  6.2.g) w i t h  a 

s i n g l e  p l a n t  in C h i t t a g o n g  region. T r a n s p o r t a t i o n  c osts are, 

however, o b s e r v e d  to be s i g n i f i c a n t  at the d i f f e r e n t  

p r o b a b i l i t y  level. The c o e f f i c i e n t s  of TX are s i g n i f i c a n t  at

10 p e r c e n t  level in e q u a t i o n  (6.2.d), at one p e r c e n t  level in 

e q u a t i o n s  (6.2.e) and (6.2.g). The c o e f f i c i e n t  of TQ is 

s i g n i f i c a n t  at 5 p e r c e n t  level in e q u a t i o n  (6.2.d). Th e y  

su g g e s t  the i m p o r t a n c e  of t r a n s p o r t a t i o n  cost in l o c a t i o n a l  

a n a l y s i s  of jute and c a b l e  industry.

6 . 3 . 2  A g g l o m e r a t i o n  v a r i a b l e s

Since the m a r g i n a l  cost v a r i a b l e  d o e s  not a c c o u n t  for e x t e r n a l  

e c o n o m i e s  or d i s e c o n o m i e s , a g g l o m e r a t i o n  v a r i a b l e s  are e n t e r e d  

in the model. The v a r i a b l e s  that are used to p r e s e n t  the 

a g g l o m e r a t i o n  e f f e c t s  of a p a r t i c u l a r  i n d u s t r y  i n c lude value 

of i n d u s t r i a l  land, output of m a j o r  s u p p l y i n g  sector, a 

r e p r e s e n t a t i o n  of m a jor p u r c h a s i n g  se c t o r  and reg i o n a l  output 

by industry.

Vh I i ic of land: L o c a t i o n  d e c i s i o n s  are s o m e t i m e s  inf l u e n c e d  by

v a l u e  of i n d u s t r i a l  land. Land use theory of I ndustry location
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was f i r s t  d e v e l o p e d  by Von T h u n e n ^  in a s t u d y  of a g r i c u l t u r a l  

land use around an urban centre. The th e o r y  has been improved 

by Losch, Alonso-* etc. Land use t h e o r y  is c o n c e r n e d  w i t h  

ind u s t r y  location within a m e t r o p o l i t a n  reg ion but here we are 

c o n c e r n e d  wi t h  i n t e r r e g i o n a l  location. Land p r i c e s  w o uld be 

e x p e c t e d  to va r y  by r e g i o n s  b e c a u s e  of' the am o u n t  of 

u r b a n i s a t i o n  of the region, i.e. the a m o u n t  of c o m p e t i t i o n  for 

land. A firm located in an urban area may find the cost of 

a d d i t i o n a l  land to f a c i l i t a t e  e x p a n s i o n  p r o h i b i t i v e .  F i rms 

s e e k i n g  to b u ild n e w  p l a n t s  or expand old ones will, c e t e r i s  

paribus, be a t t r a c t e d  to areas w i t h  low land values. In 

i n t e r r e g i o n a l  loc a t i o n a l  d e c i s i o n  land v alue m i ght be more

i m p o r t a n t  d e t e r m i n a n t .  Th u s  we include land p r i c e s  as a

v a r i a b l e  in our model.

Of course, in many c a ses high v a l u e  of ind u s t r i a l  land is 

o u t w e i g h e d  by other f a v o u r a b l e  factors in location d e c i s i o n  or 

in other words, lower v a l u e  of i n d ustrial land m i ght be 

o u t w e i g h e d  by higher c o sts of other location factors. As for 

example, the case for two R e - r o l l i n g  plants, one at Iswardi, 

Pabna, (Al-Hajj R e - r o l l i n g  Mill), may be cited here. T a b l e  6.1 

m a k e s  c o m p a r a t i v e  cost s t udy b e t ween the two R e - r o l l i n g  p l a n t s

from w h i c h  r e l a t i v e  p r o f i t a b i l i t y  can ea s i l y  be assessed.

E s s e n t i a l  raw m a t e r i a l s  like ship scraps, M.S Billet, MS 

plate are o b t a i n e d  from C h i t t a g o n g  Still Mill and S c r a p s  from 

old ships. Yet, r e l a t i v e  d i f f e r e n c e s  in c o sts for p r o c u r i n g  

raw m a t e r i a l s  and m a r k e t i n g  p r o d u c t s  a l ong w i t h  cost of
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p r o c e s s i n g  w hich ma i n l y  inc l u d e s  fuel cost, give an

e x p l a n a t i o n  why the R e - r o l l i n g  plant in P a b n a  s t ops p r o d u c t i o n  

in tht? t'9oe of c o n t i n u o u s  loss though i n d u s t r i a l  land is 

c o m p a r a t i v e l y  cheap there. One important p o int to note here is

that, nia.'ior ma r k e t  for its p r o d u c t  is D h a k a  b a sed and f u r nace

oil is used as m a jor fuel in p l ace of n a t u r a l  gas in the 

n o r t h e r n  p lgnt leading to higher p r o c e s s i n g  c o st^ in s p ite of

fuel subsidy.

T a b l e  B.l : C o m p a r a t i v e  cost s t u d y  b e t w e e n  two R e - r o l l i n g  
Plants, one at I s h w a r d i  (Pabna) and thie other 
in Dhaka

R e - r o l l i n g  
^ill, Ishwardi 
(P a b n a )

A l - A m i n  R e - r o l l i n g  
Mill, D h a k a

Tran.-?por* ; o s t for T k . l . O O U  per ton T k . 3 0 D  per ton
prO' .ij r i r f i w  

m » 1 1^1 V  i n 1 s

Tr . ^nspor l  co .s t f o r  Tk. 1,000 p e r  ton 
m a r k e t i n g  p r o d u c t

Co.^t o f  p r o c e s s i n g  Tk.  1 , 200 pe r  ton

A v e r a g e  v a l u e  o f  T k . l O  l a c s  
l and ( i n d u s t r i a l )  
p e r  a c r e  
( a p p r o x i m a t e l y )

T k .100 per ton

T k . 3 5 0  per ton 

T k . 3 0  lacs

However, v alue of land is one of m a n y  c o n s i d e r a t i o n s

d e t e r m i n i n g  location. In our eqnation-s we have c o n s i d e r e d  

a v e rage v a l u e  of urban, high and low i n d u s t r i a l  land. The 

c o e f f i c i e n t s  of the variable, value of land, in e q u a t i o n s  

(6.2.5), (6.2.b), (6.2.d). (6.2.e) and C6.2.g) are

133

Dhaka University Institutional Repository



s i g n i f i c a n t .  Some of them are s i g n i f i c a n t  at 1 p e r c e n t  

p r o b a b i l i t y  level and some are s i g n i f i c a n t  at 5 p e r c e n t  level. 

Th i s  s u g g e s t s  that v a lue of land is an i m p o r t a n t  l o c a t i o n a l  

f actor for m a n u f a c t u r i n g  i n d u s t r i e s  in B a n g l a d e s h .

Reg i o n a l  o u t p u t  by industry: The lo c a t i o n  e q u a t i o n  inc l u d e s

the level of re g i o n a l  o u t p u t  by i n d u s t r y ^  to m e a s u r e  the 

pos.'sible e x t e r n a l  e c o n o m i e s  of b e ing located near o ther firms 

in the same industry. It is very n a t u r a l  that while cert a i n  

i nd u s t r i e s  e s t a b l i s h e d  at a p a r t i c u l a r  location m a n y  other

ind u s t r i e s  of the same n a t u r e  lo c a l i s e  t h ere to d e r i v e  the

b e n e f i t  of e x t e r n a l  e c o n o m i e s  and e n j o y  f a c i l i t i e s  r e l ated to 

o v e rall d e v e l o p m e n t  of the locality. ^

The c o e f f i c i e n t  of this v a r i a b l e  is found s i g n i f i c a n t  in 

e q u a t i o n s  ( 6 . 2 . a) and (6.2.b) at 5 p e r c e n t  p r o b a b i l i t y  level 

and in e q u a t i o n  (6.2.d) and (6.2.e) at 1 p e r c e n t  level. C a s u a l  

e m p i r i c i s m  s u g g e s t s  that ma n y  ju t e  p l a n t s  were located w i t h i n  

the same area to avail of e x t e r n a l  e c o n o m i e s  a v a i l a b l e  due to 

concen t rsi t ion of industries.

M a j o r  s u p p l y i n g  and p u r c h a s i n g  sectors: F u r t h e r m o r e ,  the

regional c h a n g e  in output m i ght be r e l a t e d  to the c h a n g e  in 

the s u p p l y  of major raw m a t e r i a l s  and to the v o l u m e  of m a jor

demand for its product. An i n d u s t r y ' s  o u t p u t  might i n c r e a s e  if

su p p l y  of m a j o r  raw m a t e r i a l  i n c r e a s e s  due to some reason or 

other. S i m u l t a n e o u s l y ,  r e gional i n d u s t r i a l  o u t p u t  might 

increase in o rder to r e s pond to higher d e m a n d  for its p r o d u c t
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p r o v i d e d  u n u t i l i z e d  r e s o u r c e s  are available. On this 

c o n s i d e r a t i o n  we include m a j o r  s u p p l y i n g  se c t o r  and m a j o r  

d e m a n d  se c t o r  in our equations. T otal s u p p l y  of the m a jor raw 

m a t e r i a l  to a p a r t i c u l a r  i n d u s t r y  in a region at a p a r t i c u l a r  

pe r i o d  of time is c o n s i d e r e d  as major s u p p l y i n g  se c t o r  w h e r e a s  

m ajor de m a n d  i ncludes p u r c h a s e  by the m a j o r  sector. In 

location e q u a t i o n s  r e p r e s e n t i n g  jute and cable i n d u s t r y  m a jor 

s u p p l y i n g  se c t o r  has been d r o p p e d  for non a v a i l a b i l i t y  of

s t a t i s t i c a l  data. M a jor p u r c h a s i n g  s e c t o r  has been retained, 

w h i c h  i n c l u d e s  ex p o r t  d e m a n d  for j u t e  i n d u s t r y  and local 

de m a n d  for c a ble industry. M a jor s u p p l y i n g  sec t o r  is i ncluded 

in location e q u a t i o n s  for S u gar i n d u s t r y  b e c a u s e  S u gar

industry in some p a r t i c u l a r  areas of B a n g l a d e s h  is m a i n l y

based on the s u p p l y  of m ajor raw m a t e r i a l  i.e. sugar cane. The 

c o e f f i c i e n t s  of these v a r i a b l e s  do not seem to be s i g n i f i c a n t  

except that of m ajor s u p p l y i n g  se c t o r  b e i n g  s i g n i f i c a n t  at 1 

p e r c e n t  p r o b a b i l i t y  level in case of S u g a r  industry, w h i c h  is 

e s s e n t i a l l y  a r a w - m a t e r i a l  based industry.

D e n s i t y  of P o p u l a t i o n :  Th i s  is a loc a t i o n a l  factor more

p o p u l a r l y  i n f l u e n c i n g  s e r v i c e  i n d u s t r i e s  like Hotel, 

R e s t a urants, M e d ical and E d u c a t i o n a l  I n s t i t u t i o n s  etc.
*

P o p u l a t i o n  d e n s i t y  is ve r y  hi g h l y  c o r r e l a t e d  w i t h  the v a lue of 

land. T h e r e f o r e ,  in l ocation e q u a t i o n s  in case of jute and 

cable ind u s t r y  d e n s i t y  of p o p u l a t i o n  is r e j e c t e d  b e c a u s e  of 

mu 11 i c o 11 ine a r i t y  and the v a r i a b l e  v a l u e  of land is included. 

In case of s ugar i n d u s t r y  w h ere sup p l y  of m a j o r  raw m a t e r i a l
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is the i m p o r t a n t  l o c a t i o n a l  factor, d e n s i t y  of p o p u l a t i o n  

instead of v a l u e  of land e n t e r s  the equation, though e m p i r i c a l  

fi n d i n g s  sh o w  that the c o e f f i c i e n t  of this v a r i a b l e  is not 

sign if i c a n t ,

However, the e x p l a n a t o r y  v a r i a b l e s  d i s c u s s e d  a b ove are used in 

the l ocation e q u a t i o n  to e x p lain r e g i o n a l  cha n g e  in the v a l u e  

of o u t p u t  by industry. The r e s u l t s  of the r e g r e s s i o n  e q u a t i o n s  

are p r e s e n t e d  in T a b l e  6.2 in the fourth section.

6 . 3 . 3  Da t a  So u r c e

In e s h i m a t i n g  location e q u a t i o n s  linear and log linear 

r e g r e s s i o n  nifthods have been used. P r i m a r i l y  we s e l e c t e d  

s e v e r a l  v a r i a b l e s  f o l l o w i n g  Harris. But for lim i t a t i o n  of 

a v a i l a b i l i t y  of s t a t i s t i c a l  d a t a  and in view of our c o u n t r y  we 

had to a b a n d o n  many of them. We s e l e c t e d  v a r i a b l e s  after 

runn i n g  s t e p w i s e  r e g r e s s i o n  and r e t a i n e d  them in the e s t i m a t e d  

e q u a t i o n  e i t h e r  when they have been found to be s t a t i s t i c a l l y  

s i g n i f i c a n t  or c o n t r i b u t i n g  to total e x p l a n a t o r y  p o w e r  as is 

seem from the increase in the v a l u e  of the c o e f f i c i e n t  of 

d e t e r m i n a t i o n  < ) .  On c e  the v a r i a b l e s  are s e l e c t e d  none of 

them was t e r m i n a t e d  when a v a r i a b l e  b e c a m e  i n significant.

The location e q u a t i o n s  have been e s t i m a t e d  u s i n g  the data 

a v a i l a b l e  from ind i v i d u a l  firms and B a n g l a d e s h  Bureau of 

Statistics, We resort to time series data for the p e r i o d  from
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1975-76 to 1985-86 sup p l i e d  by firms, CMI r e p o r t s  and

* s t a t i s t i c a l  year-books.

6.4 EmpiricaJ F i n d i n g s

T he results of the e s t i m a t e d  r e g r e s s i o n  e q u a t i o n s  • e x p l a i n i n g  

regional v a r i a t i o n  in the ch a n g e  in v a lue of output by the

regional v a r i a t i o n  in the i n d e p e n d e n t  v a r i a b l e s  like

t r a n s p o r t a t i o n  costs, value of land, m a j o r  p u r c h a s i n g  and

s u p p l y i n g  s e c t o r s  and total regional o u t p u t  by industry, are

p r e s e n t e d  b e low in T a b l e  6.2.

In T a ble 6,2, e q u a t i o n s  ( 6 . 2 . a), (6.2.b), (6.2,c), (6.2.d) and

(6.2.e) are e s t i m a t i o n s  of r e g r e s s i o n  e q u a t i o n s  for jute

industry, e q u a t i o n s  ( 6 . 2 . f) and (6.2.g) are e s t i m a t i o n s  for

cable ind u s t r y  and the rest for s u gar industry.

>-
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Table 6.2 i Equations explaining correlstion bettcen change in output (value) arid transport costs along Mlth other
explanatory variables by different regions (t ratios are in the parentheses)

R* M
Jute Indust'-y; Linear Regressioji Results; OLS Estieatiffl̂  -y

6.2.a Dhaka Region: aG,j = -5713.9198 - l,4659Ti - 0,(t855T0 - 14.0186VI * 9i.P2(i9MB + 0.56830̂  0,92 2.87
i-O.m (-4.070!* (0,339) (-4.714)' (0.602) (2.669)t d=4-2.87=1.13

du<i.i24
d„=2.e92

6.2.b Chittagong; a3u = -3292.2005 - 0.1825TI - 5.6<r-;5T(J - 8.3559VL t 28,747f̂ ® + 1.00480u 0.78 1.71
(0.04e) (-1.174) (2.277̂  (-2.903,f (0.039) (3.289)t dc=0,124

d„=2.392
6.2.C Khtjlna : aS.j = ■̂669,0274 - 5.05S6TI - 2.1050T5 - 9.J44 m - 91.3193̂  + 0,62090^ 0.69 i.IO

(0.162) (-0,5’5i (-0.149) (-0,687) (-0.247] (2,039) d̂ Ô.lM
du--̂ 2.A90

6.2.d (jyibined Regressicn :_.sirg
5uw.i' V̂ rigbies; a3u = 13329.0774 + 482t.(.4’10. + 44,2476Di - &.3372TI - 0.7278TQ O.w) 2.00

(-l.*02) (2.124.t (0.029) (-1.92?J ( - 2 . 6 4 4 , dc=0,794
du=I.76S

- 6.22<;9V. + lf.9.7577KS + 0.54923,, 
i-3.53̂ })‘ (1.1S7) (4.024)’

6.2.e Loa Linear pcgressicn Result

Log = 2.7040 + 2,11421>i - 0.399lDz - 0.0040TI - 0.W56TS - 0,003rvl + 0.0409M8 +0.000iBo 0.63 2.20
(2.329)t i-<),707j (-3.774)* (-1.239) (-3.203)* (0.903) (3.329)* dM-2,20=1,80

di.=0.72
d„=1.66

6.2.f Eastern Cables Chittaoona, Linear Reoression Result:
iGij = 66.8023 - 4:̂ ,288911 + 0.0739HB - 0.0142VL

10,3221 (-0.360) (0,925) (-0.084) 0,16 i.89
6.2.g Loo-Lxnear Regression Result

Log iSij = 2.2790 - 22.7949TI + O.OOOlffi ♦ 0.0017VL
(3.371) (-6,054)* (0,271) (2.317)t 0.90 2.68

Sugar Indiistrv'

s.2.h Rajsha.hi Regions aO,, = 282201.00 - 0.24TI + I98.82DEN + 0.03R« 0.33 1.97
(1.22) (-0.04) (+1,06) (0,50)

6,2,1 rhulna Region- = 211207.16 - 10,8171 t 189,60DEN t 0,07RR 0.» 1.73
(2.37) (-1.52) (2.23) (1,57)

o,2.j Onski Retic.-'i aaj 07413,70 -4,9371 + l&.20f€N + O.OiSft 0.33 1.9J
(1.03) (-0.92) (0.91) (0,11!

i).2,k Cĝbineii Regrgss’c-n Usino DuiWY Vjriafeies;
aSij -- 4S717.1' - I'ill.SZDi - 5530,93D, - 0.54II r 14.7IKN + 0.02RM 0.20 1.85

11.12) (-1.93) (-0.16) (-0.17) (0.38) (0,92)*

The decisiOR pjUs afe) (a) Reject nuil hypothesis if d < dt
(b) Da not reject t.*s !iy5ct>!esis if d > d„
(c) The te=t is inconclusive if <<l < d < du

'  = i  percent level of significance 
t = 5 percET.t level of significance 
j  = 10 percent level of significarice.
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Jute t e x t i l e  is the largest i ndustry of B a n g l a d e s h  

c o n c e n t r a t i n g  in and a r o u n d  Dhaka, C h i t t a g o n g  and Khulna. The 

m a jor raw m a t e r i a l s  used in this industry are raw jute, ju t e  

b a t c h i n g  oil and other d i r e c t  m a t erials. The m ajor p r o d u c t s  

are Hessian, Sacks, C a r p e t  etc. F o r e i g n  d e m a n d  c o n s t i t u t e s  the 

m a j o r  m a r k e t  for ju t e  products.

Ju t e  g r o w s  al m o s t  all over B a n g l a d e s h  and is c a r ried to the 

pl a n t s  by d i f f e r e n t  m o d e s  of t r a n s p o r t  like rail, road and 

waterways. The r e g r e s s i o n  r e s u l t s  sh o w  that the c o e f f i c i e n t s  

of TI and VL are s i g n i f i c a n t  at 1 p e r c e n t  p r o b a b i l i t y  level 

r^nd the c o e f f i c i e n t  of is s i g n i f i c a n t  at 5 p e r c e n t  level

in e q u a t i o n  ( 6 . 2 . a). This s u g g e s t s  that in D h a k a  region the 

v a r i a t i o n  in the ch a n g e  of v a l u e  of ou t p u t  in J u t e  i n d u s t r y  is 

s i g n i f i c a n t l y  influenced by the ch a n g e  in m a r g i n a l  cost of 

input p r o c u r e m e n t  cost, in the v a l u e  of i n d u s t r i a l  land and 

total ou t p u t  by industry. The c o e f f i c i e n t  of TQ is s i g n i f i c a n t  

at 10 p e r c e n t  level and c o e f f i c i e n t s  of VL and Qij are 

s i g n i f i c a n t  at 5 p e r c e n t  level in e q u a t i o n  (6.2.b). This 

sug g e s t s  that in C h i t t a g o n g  region the v a r i a t i o n  in the ch a n g e  

of value of output in ju t e  i n d u s t r y  i.s s i g n i f i c a n t l y  

inf l u e n c e d  by p r o d u c t  m a r k e t i n g  cost, v a lue of land and output 

by industry.

C o m b i n e d  r e g r e s s i o n  r e s u l t s  u s i n g  d u m m y  v a r i a b l e s  b o t h  u n d e r
«

linear and log-liriear e.s t imat ions also e x p r e s s  s i g n i f i c a n c e  of

6.4.1 Jute Industry
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T I , VL and Qij though at d i f f e r e n t  p e r c e n t a g e  levels. D ummy 

v a r i a b l e s  Di for K h u l n a  region and D 2  for C h i t t a g o n g  region
A

were int r o d u c e d  in the com b i n e d  r e g r e s s i o n  e q u a t i o n  m a i n l y  for 

f i n d i n g  m i s s i n g  da t a  for the regions. None of the r e g r e s s i o n

c o e f f i c i e n t s  of the e x p l a n a t o r y  v a r i a b l e s  for K h u l n a  region

ap p e a r  to be s i g n i f i c a n t  in e q u a t i o n  (6.2.d) but the

c o e f f i c i e n t s  of Di, a d ummy v a r i a b l e  for K h u l n a  region are

found s i g n i f i c a n t  at 5 p e r c e n t  level in b o t h  the e q u a t i o n s  

(6,2.d) and B . 2 . e ) u n d e r  linear and l e g - l i n e a r  est i m a t i o n s .  

This, of course, s u g g e s t s  the s i g n i f i c a n t  i n f l u e n c e  of some 

m i s s i n g  d a t a  for K h u l n a  region. Durbin W a t s o n  test in all 

cases s u g g e s t s  that the h y p o t h e s i s  is e i t h e r  i n c o n c l u s i v e  or 

there is no a u t o - c o r r e l a t i o n  a mong e r r o r / d i s t u r b a n c e  terms.

k
6 . 4 . 2  Cable  I n du s t r y

T he E a s t e r n  C a b l e s  in C h i t t a g o n g  is the s i n g l e  large i n t e g r a t e  

unit of c able i n dustry in B angladesh. The m a j o r  raw m a t e r i a l s  

used in this indu£;try a r e  copper, D.O.P., Alu m i n i u m ,  

St a b i l i z e r .  C h a l k  Powder, P .V.C Resin etc. of w h i c h  copper, 

aluminium, D . O . P . , Resin a r e  imported raw mat e r i a l s .  Local 

demand c o n s t i t u t e s  the tna.jor market for the p r o d u c t  of cable 

industry. The m ajor p u r c h a s e r s  are B a n g l a d e s h  P o w e r  

D e v e l o p m e n t  B o a r d  and Rural P o wer D e v e l o p m e n t  Board, D o m e s t i c  

e n t e r p r i s e s  and traders.
h

The reg r e s s i o n  result u n d e r  O L S  e s t i m a t i o n  in e q u a t i o n  (6.2.f) 

does not show s i g n i f i c a n c e  of c o e f f i c i e n t  of any varia b l e .  The
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►

c o e f f i c i e n t  of d e t e r m i n a t i o n  ( R 2 ) also is as low as 0.16. R2 

increase.^ to 90 u n d e r  l o g - l i n e a r  e s t i m a t i o n  and the 

c o e f f i c i e n t  of TI is found s i g n i f i c a n t  at 1 p e r c e n t  

p r o b a b i l i t y  level and that of VL is found s i g n i f i c a n t  at 5 

p e r c e n t  p r o b a b i l i t y  level e q u a t i o n  (6.2.g). T h i s  s u g g e s t s  that 

the ch a n g e  in v a lue of ou t p u t  of the c able i n d u s t r y  is

inf l u e n c e d  by the ch a n g e  in t r a n s p o r t a t i o n  cost for p r o c u r i n g  

raw m a t e r i a l s .  The p u r c h a s e r s  of the p r o d u c t  have to incur

t r a n s p o r t a t i o n  cost for m a r k e t i n g  the product. H e n c e  TQ do e s

not enter the location equation.

As the i n d u s t r y  wi t h  s i n g l e  p l a n t  is e s t a b l i s h e d  in 

C h i t t a g o n g ,  the port city to avail the b e n e f i t  of p r o x i m i t y  to 

raw m a t e r i a l s  the v a lue of land <VL) here is of little 

importance. B e c a u s e  the q u e s t i o n  of r e g i o n a l  v a r i a t i o n  of

v a lue of o u t p u t  does not arise here, the v a r i a b l e  (V L ) looses 

its signif i c a n c e .

6 . 4 . 3  Sugar  In du s t r y

S u gar ca n e  is a m i n o r  crop in B a n g l a d e s h  a c c o u n t i n g  for 3,3% 

of v a l u e  a d d e d  in the a g r i c u l t u r a l  s e c t o r  in 1983/84. Sugar 

i nd u s t r i e s  are a g r o - b a s e d  c e n t r i f u g a l  p r o c e s s i n g  i n d u s t r i e s  

and are e s t a b l i s h e d  in c o n c e n t r a t e d  s u g a r c a n e  c u l t i v a t i o n  

areas m a i n l y  Rajshahi, Rangpur, Dinajpur, Kushtia, Jessore, 

F a r i d p u r  and Pabna. S u g a r c a n e  is a cr o p  that n e e d s  to be 

m a r k e t e d  q u i c k l y  after harvest. T r a n s p o r t a t i o n  is most 

important as the s u g a r c a n e  c o n t e n t  g e t s  lost overtime. It is
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observed hat 6.3% of its c o n t e n t  is lost w i t h i n  24 hours of

h a r v e s t i n g  ^he cane, 19% w i t h i n  48 hours and a f ter 46 hours it

is g e n e r a l l y  u n e c o n o m i c  to crush the cane"^. S u g a r  H i l l s

t r a d i t i o n a l l y  carry out their own cane p r o d u c t i o n  a c t i v i t i e s  

and p u r c h a s e  cane from w i t h i n  a s p e c i f i e d  zone. Cane is

p u r c h a s e d  at Hill g a t e  and also at p u r c h a s i n g  c e n t r e s  away 

from the Mill areas. T h e s e  p u r c h a s i n g  c e n t r e s  are located 

either at road hea.d or at rail head to c o ver areas around the 

centres. I n i t i a l l y  from the field cane is n o r m a l l y  carried in 

B u l l o c k  c a r t s  and in case of large fartns by m e c h a n i s e d  

vehicles; e.g. Trucks,

We tried to use s t a t i s t i c a l  da t a  from B S F I C ®  and c a l c u l a t e d

input t r a n s p o r t a t i o n  cost from the d i f f e r e n c e  of p r i c e  at Mill 

gate and p r i c e  in the field. However. the t r a n s p o r t  cost 

involved in o b t a i n i n g  s u g a r c a n e  to the p l a n t s  is ve r y

neglig i b l e .  The most i m p o r t a n t  e x p l a n a t o r y  v a r i a b l e  is m a j o r  

s u p p l y i n g  sec t o r  i.e. regional p r o d u c t i o n  of s u g a r c a n e  on 

w h i c h  c o n s i d e r a t i o n  S ugar M i lls are e s t a b l i s h e d  and localised 

in the s u g a r c a n e  p r o d u c i n g  areas.

The r e g r e s s i o n  r e s u l t s  of location equations, e q u a t i o n s

( 6 . 2 . h), ( 6 . 2 . i) and (6. 2. ,i ) do not s h o w  s i g n i f i c a n c e  of

c o e f f i c i e n t  of any variable. The s i g n i f i c a n c e  of the

coefficir;nL of RM in the c ombined r e g r e s s i o n  e q u a t i o n  ( 6 . 2 . k) 

at 1 percent level .suggests that the main loc a t i o n a l  factor

1 4 2

Dhaka University Institutional Repository



for sugar i n d u s t r y  in our c o u n t r y  is the s u p p l y  of m a j o r  raw 

' m a t e r i a l ,  i.e. sugarcane.

In s u p p o r t  of our f i n d i n g  we tried to m e a s u r e  W e b e r i a n  

M a t e r i a l  I ndex ( M I ) b for s u g a r  in d u s t r y  at d i f f e r e n t  

l o c a t i o n s  in T able 6.3. Ml for s ugar i n d u s t r y  at d i f f e r e n t  

locations is found to be far g r e a t e r  than I. T h i s  is e v i d e n t  

from the fact that a v a i l a b i l i t y  and p r o x i m i t y  to raw m a t e r i a l s  

is the m ajor c o n s i d e r a t i o n  that c o n t r i b u t e d  l o c a l i s a t i o n  of 

sugar i n d u s t r i e s  w i t h i n  or near the s u g a r c a n e  p r o d u c i n g  areas.

T a b l e  6.3 : M a t e r i a l  Index f o r  Sugar  I n d u s t r i e s  
D i f f e r e n t  L o c a t i o n s

a t

L o c a t i o n s Ml

R a j s h a h i 10.52

N o r t h  Ben g a l 9.48

Rangpur 5.87

T h a k u r g a o n 12.01

J o y p u r h a t 10.33

K u s h t i a 12.16

J i l bangla 10.86

Sham p u r 10.92

P an c hg a r h 10. 81

Source: BSFIC

143

Dhaka University Institutional Repository



6 .5  Concliidingf Remarks

From the f o r e g o i n g  q u a n t i t a t i v e  a n a l y s i s  of l o c a t i o n a l  f a c t o r s  

of se l e c t e d  m a n u f a c t u r i n g  i n d u s t r i e s  of B a n g l a d e s h  t h r o u g h  

t r a n s p o r t a t i o n  m o d e l  it f o l l o w s  that t r a n s p o r t a t i o n  c osts have 

n e g a t i v e  and s i g n i f i c a n t  i n f l u e n c e  on the r e g i o n a l  v a r i a t i o n  

of c h a n g e s  in the v a l u e  of o u t p u t  by industry. The 

t r a n s p o r t a t i o n  c o sts are found i m p o r t a n t  a l o n g  with o t h e r  

e x p l a n a t o r y  v a r i a b l e s  like v a lue of land, total i n d u strial 

o u t p u t  s u g g e s t i n g  that these v a r i a b l e s  also have impor t a n t  

in f l u e n c e  on l o c a l i s a t i o n  of i n d u s t r i e s  in B a n g l a d e s h .  O t h e r  

v a r i a b l e s  though do not a p p e a r  s i g n i f i c a n t  but with e x p e c t e d  

sign are kept in the equation. The i n t r o d u c t i o n  of the d u mmy 

v a r i a b l e  Di in the c o m b i n e d  r e g r e s s i o n  e q u a t i o n  for K h u l n a  

region to e x p l a i n  some m i s s i n g  d a t a  and its s i g n i f i c a n c e

indicates the i m p o r t a n c e  of some u n e x p l a i n e d  d a t a / v a r i a b l e  for 

the region.

To n o t e  here again the e s t i m a t i n g  l o cation e q u a t i o n s  are not 

d e s i g n e d  to p r e d i c t  the o p t i m u m  loc a t i o n  of a p lant or 

i n dustry but to e x p l a i n  i n f l u e n c e s  of t r a n s p o r t a t i o n  c o s t s  and 

other a g g l o m e r a t i o n  v a r i a b l e s  on location of above s e l e c t e d  

industries. The r e s ults of this s t u d y  are v e r y  e n c o u r a g i n g .

T he m odel e x p l a i n s  a s i z e a b l e  p r o p o r t i o n  of the r e g i o n a l

v a r i a n c e  in the c h a n g e  in o u t p u t  for ju t e  industry. The 

i m p o r t a n c e  of the t r a n s p o r t a t i o n  v a r i a b l e  is p a r t i c u l a r l y  

e n c o u r a g i n g .
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However, if a good n u m b e r  of m a n u f a c t u r i n g  industries, d u r i n g  

our survey, c o uld p r o v i d e  us wi t h  r e q u i r e d  s t a t i s t i c a l  d a t a  

and inform a t i o n  in time, s u i t a b l e  to our p r o g r a m m e ,  a more 

c o m p r e h e n s i v e  u n d e r s t a n d i n g  of the p r o b l e m  would have been 

p o s s i b l e .
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Footno tes

1. Cost of p r o c e s s i n g  i n cludes m a t e r i a l  cost, f u e l / o i l  and 
e l e c t r i c i t y  costs, labour costs, etc.

2. M a r g i n a l  t r a n s p o r t  c o s t s  are e s t i m a t e d  by d i v i d i n g  the
ch a n g e  in total t r a n s p o r t  cost by the c h a n g e  in total
ou t p u t  i.e. a T I i j / a Q ij or a T Q i j / a Q i j ,
Where, a T I ij = c h a n g e  in total input p r o c u r e m e n t  cost of

i n d u s t r y  i in region j . 
a T Q u  = c h a n g e  in total output m a r k e t i n g  cost of 

i n d u s t r y  i in region j . 
a Q ij = ch a n g e  in t otal ou t p u t  of i n d u s t r y  i in 

region j .

3. J o h a u n  H e i n r i c h  Von Th u n e n  - Der I n s o l i e t e  s t a a t  in
B e s i e h u n g  auf Landwirt.s' - chaft and N a t i o n a l o k o n o m i e s  
(Brded. S - C h u m a c h e r - Z a r c h l i n , 1975).

4. A l o n s o  W., L o c a t i o n  and Land Use Theory, C a m b r i d g e ,
H a r v a r d  U n i v e r s i t y  Press, 1985.

5. C o s t  of p r o c e s s i n g  here iriainly inc l u d e s  fuel cost. It is 
o b s e r v e d  that it r e q u i r e s  1000 eft of gas as fuel 
c o n s u m p t i o n  per as fuel c o n s u m p t i o n  p e r  ton (at Pabna) 
c o s t i n g  taka 4. 7 0  per Itr. times higher than fuel cost 
per ton in Dhaka.

6. R e g i o n a l  output by i n d u s t r y  m e a n s  v a l u e  of total p r o d u c t  
by i n d u s t r y  in a p a r t i c u l a r  region a g a i n s t  d i f f e r e n t  
y e a r s .

7. Ahmad, M u z a ffer: A fact f i n ding r e p o r t  on p r o d u c t i o n
p r i c e s  and m a r k e t s  in B a n g l a d e s h  S u g a r c a n e .  I n s t i t u t e  of 
B u s i n e s s  A d m i n i s t r a t i o n ,  U n i v e r s i t y  of Dhaka, 1984.

8. B S F I C  = B a n g l a d e s h  S u gar and Food I n d u s t r i e s  C o r p o r a t i o n .

9. M.I = M a t e r i a l  I ndex in equal to w e i g h t  of the raw
m a t e r i a l s  d i v i d e d  by we i g h t  of the final product. If 
MI • 1, the ind u s t r y  is located near the a v a i l a b i l i t y  of
raw material, if MI < 1, it is located near the m a r k e t  
p l ace and if MI = 1, it is located a n y w h e r e  b e t w e e n  the 
t w o .
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CHAPTER 7

OPTIMUM LOCATION ANALYSIS: 
A CASE OF JUTE INDUSTRY

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

In the p r e v i o u s  c h a p t e r  we tried to show s i g n i f i c a n c e  of 

t r a n s p o r t  cost t a k i n g  some m ajor i n d u s t r i e s  of B a n g l a d e s h  into 

c o n s i d e r a t i o n  in the light of c h a n g e  in ou t p u t  as d e p e n d e n t  

v a r i a b l e  and input t r a n s p o r t  costs, p r o d u c t  m a r k e t i n g  cost, 

v a l u e  of land, a long w i t h  other a g g l o m e r a t i o n  v a r i a b l e s  as 

i n d e p e n d e n t  var i a b l e s .

In this c h a p t e r  we like to e x a m i n e  w h e t h e r  the d o m e s t i c  jute 

t r a n s p o r t a t i o n  s y s t e m  (from jute g r o w i n g  area to jute mi l l s )  

is o p t i m a l  w i t h  r e s p e c t  to the lo c a t i o n  of j u t e  i n d u s t r y  in 

B a n g l a d e s h  u s i n g  T r a n s p o r t a t i o n  M o d e l  (TM). The m o d e l  used 

here is e s s e n t i a l l y  a s i m p l i f i e d  v e r s i o n  of C o o p e r ' s  (1971) 

T r a n s p o r t a t i o n  L o c a t i o n  p r o b l e m ^  as e x p l a i n e d  in L i t e r a t u r e  

R e v i e w  in C h a p t e r  1, is d e s c r i b e d  in C h a p t e r  7. The c h a p t e r  is 

o r g a n i s e d  as follows; S e c t i o n  2 d e s c r i b e s  d a t a  sou r c e  and 

m e t h o d o l o g y .  E m p i r i c a l  r e s u l t s  are p r e s e n t e d  and a n a l y s e d  in 

S e c t i o n  3 and the c h a p t e r  ends w i t h  a c o n c l u d i n g  r e m a r k s  in 

Sec tion 4 .
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7.2 D a t a  S o u r c e  and M e t h o d o l o g y

T he main s o u r c e s  of d a t a  for our e s t i m a t i o n  are y e a r b o o k  of

A g r i c u l t u r a l  S t a t i s t i c s  of B a n g l a d e s h  1987 and B a n g l a d e s h  J u t e  

M i l l s  C o r p o r a t i o n  (BJMC). Area wise ann u a l  p r o d u c t i o n  f i g u r e s  

are taken from A g r i c u l t u r a l  S t a t i s t i c a l  Yearbook, BBS, and

Mill w i s e  requ ireiuents for raw jute are taken from BJMC.

C o m m o n l y  ju t e  m i l l s  r e q u i r e  three types of raw ju t e  n a m e l y

White, T o s s a  and M e s t a  for the p r o d u c t s  p r o d u c e d  by  them. The 

p r o d u c t s  are m a i n l y  C a r p e t  B a c k i n g  C l o t h  (CBC), Hessian,

Sacking, Carpet, Mat, T a p e  etc., r e q u i r i n g  White, T o s s a  and 

M e s t a  in d i f f e r e n t  propo r t i o n .  It was d i f f i c u l t  to get d a t a  on 

p r o d u c t i o n  f i g u r e s  for W h ite and T o s s a  (two kinds of raw jute) 

s e p a r a t e l y .  T h e r e f o r e ,  we c o n s i d e r e d  W h i t e  and T o s s a  t o gether 

as a s i n g l e  c o m m o d i t y  r e q u i r e m e n t  by mills. As p r o d u c t i o n  

f i g u r e s  for M e s t a  were available, the r e q u i r e m e n t  for M e s t a  by 

m i l l s  is c o n s i d e r e d  separa t e l y .  The two sample m i l l s  under 

c o n s i d e r a t i o n  are L a t i f  B a w a n y  in D h a k a  and Amin J u t e  Mill in 

Cliittagong. D a t a  on d i s t a n c e s  from s o u r c e s  of p r o d u c t  to 

d e s t i n a t i o n s  are taken from map of B a n g l a d e s h  and t r a n s p o r t  

r ates for road and w a ter n e t w o r k  have been c o l l e c t e d  from 

d i f f e r e n t  t r a n s p o r t  agencies.

7 . 2 . 1  M e t h o d o l o g y

We a t t e m p t  to find the m i n i m u m  t r a n s p o r t  cost b e t w e e n  the 

g i v e n  s o u r c e s  of raw jute and the fixed and known set of
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d e s t i n a t i o n s .  The p r o b l e m  has been f o r m u l a t e d  as muiti 

c o m m o d i t y  (White & Tossa, and M e s t a )  T r a n s p o r t a t i o n  Model 

(TM). Since a m o u n t  of s u p p l y  of raw j u t e  is a l w a y s  m o r e  than 

the amount d e m a n d e d ,  tha TM turned out to a u n b a l a n c e d  

t r a n s p o r t a t i o n  p r o b l e m .  T h e r e f o r e ,  for c o n v e n i e n c e  the p r o b l e m  

was s o l v e d  as L i n e a r  P r o g r a m  (LP) p r o b l e m  u s i n g  L I N D O  (an 

o p t i m i s a t i o n  packa g e ) .  ̂  The a n a l y s i s  was do n e  at IBA Computer- 

Centre, D.U.

We have c o n s i d e r e d  22 s o u r c e s  of raw j u t e  and 2 j u t e  m i l l s  (as 

m e n t i o n e d  earlier). It w ould have been b e t t e r  if we c o uld get 

s e p a r a t e  s t a t i s t i c a l  da t a  about area wise p r o d u c t i o n  f i g u r e s

of W h ite and T o s s a  as could stand for c a p a c i t y  or r e q u i r e m e n t  

c o n s t r a i n t s .  In this case the size of our p r o b l e m  w ould have 

been (22 x 6). As we have c o n s i d e r e d  W h i t e  and T o s s a  a si n g l e

com m o d i t y ,  the r e q u i r e m e n t s  of raw j u t e  b y  each mill are

c l a s s i f i e d  u n der W h i t e  and Mesta. H e n c e  the size of the 

f o r m u l a t i o n  p r o b l e m  becoines (22 x 4). The mo s t  i m p o r t a n t  p o i n t  

to n o t e  here is that t h o u g h  we have taken ‘two m i l l s  into 

c o n s i d e r a t i o n ,  two types of raw j u t e  as two s e p a r a t e

r e q u i r e m e n t s  by each mill are c o n s i d e r e d  as two s e p a r a t e  

d e s t i n a t i o n s .  Th a t  is why the n u m b e r  of d e s t i n a t i o n s  b e c o m e s  4 

w h i l e  the n u m b e r  of s o u r c e s  are 22. T h e r e f o r e ,  t r a n s p o r t a t i o n  

p r o b l e m  for our p u r p o s e  takes the f o l l o w i n g  form:
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22 4

"i" E  E  jj
i=l J=1

4

subject to X^j < Cj

J=  1
22

E  ^ij ^ 
i*l

> 0

w h e r e ,

Xij = Raw j u t e  to be s h i pped from s o u r c e  i to d e s t i n a t i o n  

3 .

Cl = A m o u n t  of s u p p l y  to p r o d u c t  at s o u r c e  i.

Rj = Am o u n t  of d e m a n d  for p r o d u c t  at d e s t i n a t i o n  j •

i = N u m b e r  of sources.

0 = Num b e r  of d e s t i n a t i o n s .

C o n s i d e r i n g  our d a t a  the a b ove f o r m u l a t i o n  of the p r o b l e m  can

be e x p a n d e d  as 

Min c o s t =  4.35

f 0 1 l o w s : 

(Xiwl + Ximi:) + 3.29 (Xiwa + Xima) +

3.21 (X2Wl + X z m l ) + 2.45 ( X2wa -i- X 2 m a ) f

4. 17 fXswl + Xaml ) + 3. 57 ( X 3 wa + X a m a ) +

3.59 (X4Wl + X4ml) + 2.73 ( X-4wa T X ^ m a ) +

7.07 (Xswl + X 5 m 1) + 3.58 (X s w a -r X s m a ) +

5. 59 (Xswl + Xsnil) + 3.41 (Xa w a X s m a ) +

c. ̂  0.0/ ( X 7 W 1 •t- Xvml) 2 . 59 ( X7wa + Xvfiia)

3.29 (Xawl 4- X e m l ) -i 2.41 (Xowa •f X e m a ) +

4. 6 6 ( Xawl + Xam 1 ) 2.91 (X a w a + X a m a ) +

5.09 (XlQwl + Xioml) + 3.-47 (Xiowa + Xioma) +

4 . 29 (XllHl T X n m l ) + 2. ■50 (Xiiwa + Xiiioa) +

4.71 (Xl2Wl + X 12 m 1) + 2.!33 (Xi2wa + X i 2 ma) +
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4. 8 0  (Xiswl + Xiainl) + 4 . 3 9  (Xiawa + X i a m a )  +

5.71 (Xi^wl + Xi4Cil) + 2.80 (X i 4 w a  + X i 4 ina) +

7.60 (Xiswl + Xi s m l )  + 3.45 ( X i s w a  + X i a m a )  +

5.71 (XiBwl + Xieral) + 3.16 (Xiewa + Xietna) +

8.33 (Xi7wl + Xi7inl) + 2.78 (Xivwa + Xivma) +

13.33 (Xiewl + Xiainl) + 2.73 (Xiswa + X i e m a )  +

7.69 (Xiawl + Xia m l )  + 6.80 (Xiawa + X i a m a )  +

5.07 (X 2 0 WI + Xa o m l )  + 3.15 ( X a o w a  + X 2 oma) +

7.84 ( X 2 1 MI + Xa i m l )  + 3.03 (Xaiwa + X 2 ima) +

9.23 (X 2 2 WI + X 2 2 ml) + 2. 1 8  (X 2 2 wa + X 2 2 ina) +

S u b j e c t  to,

Xiwl + X i w a  < 10,000

Ximi + Xiina 2 1

X 2 WI + X 2 wa < 5,000

Xaml + X 2 ma < 1

Xswl + X a w a  < 72 , 0 0 0

Xaml + Xsnia £ 642

X 4 WI + X4wa < 73 , 0 0 0

X4in 1 + X^iaa ^ 642

Xswl + X s w a  < 25 , 1 4 5

X&iril + Xstna S 147

XbwI + Xewa < 13,500

X 6 m 1 X e m a < 41

Xywl + X?wa i 13,710

Xvml + Xvnia < 40

X b w I + Xswa < 14,261

Xein 1 + X e m a 13

Xawl + X a w a  < 39,000

Xainl + X a m a  i 2

Xi owl + X i o w a < 39, 0 7 0

X i oml + X i o m a < 2

X i i w l  + X i i w a < 400

X i i m 1 + Xi ima < 200

X l 2 Wl -h X i2wa < 200

Xi2inl + Xiziria < 1
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Xi3wl + X i3wa £ 31,059 

Xiaml + X i a m a  < 61 

Xi4wl + X i 4 w a  < 54,305 

Xi4tnl + X i ^ m a  $ 421 

Xiswl + X i 5 w a  < 12,500 

Xiaml + Xisina £ 1 

XiBwl + X i e w a  < 12,493

Xieml + X i s m a  < 1 

Xi7wl 4 X i 7 w a  £ 500

Xi7ml + Xi7ina S 10 

Xi Bwl + X i B w a  < 1,000

XiBinl + X i e m a  < 100 

Xiawl + X i e w a  S 33,163 

Xisml + X i a m a  < 11 

X aowl + X a o w a  < 200

X zoml + X a o m a  S 20 

X 2iwl + X 2 i w a  £ 38 , 4 6 3  

X a i m l  + X z i m a  S 247 

X2awl + X 2 2 w a  < 5 6 , 0 8 5

Xzzml X 2 2 m a  < 608 

Xxwl + Xawl + Xawl + X4wl + Xswl + Xewl + XtwI + Xewl + 

Xewl 1- Xaawl + X i iwl + Xizwl + Xiawl -f X i4wl + X i s w l  + 

Xi ewl + X i 7 w l  + X iewl + Xiawl -t- X 2 0 MI + X z i w l  +

X 2 2 WI > 6 7 1 7.80

X i m l  +  X 2 i n l  -t- X a m l  +  X 4 iril +  X5111I +  X e m l  + X 7 m l  +  X o m l  ^ 

X s m l  ■(- X i o m l  +  X i i m l  + X 1 2 B 1 I  +  X i a m l  + X i 4 inl + X i s m l  +  

X i s m l  +  X i 7 m l  +  X i s m l  + X i a m l  +  X 2 o m l  +  X 2 i m l  +

X22ml > 124.00

Xiwa + X z w a  + X a w a  + X 4 w a  + X s w a  + X e w a  + X? w a  + X e w a  + 

Xa w a  + X i o w a  + X i i w a  + X i 2 wa + X x 3 w a  + X i 4 w a  f X iswa + 

X i s w a  + X i7wa + X i e w a  + X i s w a  X 2 0 wa + X 2 iwa +

X z 2 wa > 3 1 7 9 . 8 0

X i m a  + Xz m a  + X a m a  + X4 m a  + X s m a  + Xe m a  + X 7 m a  + Xa m a  + 

X Q m a  + X i o m a  + Xiicia + X i 2 ina + X i a m a  + X i 4 m a  + X i s m a  + 

X i 6 m a  + X i 7 m a  + X i 7 m a  + X i e m a  + X i a m a  + X 2 ama + X 2 ima +
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X z 2 m a  > 105.90

Xiwl .............  X 2 2 WI > 0

Xistil .............  Xaainl > 0

X i w a  .............  X 2 2 wa > 0

Xima . . . . ......... X 2 2 ina > 0

W h e r e ,

W st a n d s  for W h ite

m s t a n d s  for M e s t a

1 s t a n d s  for L a t i f  B a w a n y  Ju t e  Mill

a s t a n d s  for A m i n  J u t e  Mill

T he p r o b l e m  has 48 c o n s t r a i n t s  and 22 v a r iables. It to o k  8 

s i m p l e x  i t e r a t i o n  for L I N D O  to solve the problem.

T he f o r m u l a t i n g  co s t  m i n i m i s a t i o n  f u n c t i o n  we had to e x c l u d e  

p a r o h a s e  of raw ju t e  at Mill gate by each mill, s ince the

t r a n s p o r t  costs i n volved in these e a s e s  were not p o s s i b l e  to

c a l c u l a t e .

7.3 R e s u l t s  and A n a l y s i s

The m a n a g e m e n t  of the mill p u r c h a s e  raw jute from d i f f e r e n t  

sources, and then va r y  from year to year. I g n o r i n g  such

v a r i a t i o n  our s t udy c o n s i d e r e d  the m o v e m e n t  of raw jute from 

s o u r c e s  to d e s t i n a t i o n  for the ye a r  1990-91, For the 

p a r t i c u l a r  year L a t i f  B a w a n y  and Amin ' J u t e  M i l l s  are 

p u r c h a s i n g  raw j u t e  of d i f f e r e n t  k i nds from 7 d i f f e r e n t  

regions. T h i s  can be shown m o r e  c o n v e n i e n t l y  u s i n g  flow

d i a g r a m :
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P r e s e n t  P a t t e m o f  flow:

Sa^urQoa Daattnf t t lcnft

X  a 

X 6 

X 1 1 

X  12

X 1 7

X

X  II 1

T h e r e f o r e ,

C o s t  = X s w a  + Xswl + X s w a  + X i i w a  + Xiiraa + X i 2 wl + X i 7 wl + 

X i a w a  + Xsiwl

- = 1500 X 1725 + 700 x 2880 1000 x 2 7 8 . 1 0  + 800 x

2506 + SGO X  106 + 400 x 1617.40 + 300 x 1 6 8 5.60 +

1000 X  4 0 5 . 7 0  + 400 x 535

- 8 7 4 3 5 4 0

We solved the sanje p r o b l e m  as T M . It took 8 s i m p l e x  iteration 

for L I N D O  to solve the problem.

154

Dhaka University Institutional Repository



T h e  o u t p u t  are as follows:

X 2 1  = 5j000

X 2 2  = 1

X42 = 70

X 7 2  = 40

Xbi = 1717 

Xaz - 13 

X223 = 3179 

X 2 2 4  = 106 •

T h e r e f o r e ,  the total cost becomes:

Co s t  = 5000 X  3.21 X  187 ^ 2.45 x  1 x  367 + 2.73 x  70 x  4 0 3

+ 2.59 X  40 X  348 + 3.29 x  1717 x  152 + 2.41 x  13 x  

332 + 2.18 X  3179 x 193 + 2.18 x  106 x 193

5 3 6 6 4 8 5 . 0 7
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The optimal pattern of flow diagram is shown below:

SDjiroea

X a

X 4

X  7 

X  o 

X  a *

It is important to note here that for simp 1 ification we have 

p l o t t e d  only those s o u r c e s  w h i c h  are in c o n c e r n  and a v o i d e d  

others. .

A c o m p a r i s o n  b e t w e e n  the p r e s e n t  and o p t i m a l  p a t t e r n  of flow 

of p r o d u c t  froB'i s o u r c e s  to d e s t i n a t i o n s  s hows that t r a n s p o r t  

cost m i n i m i z a t i o n  has be e n  p o s s i b l e  in the sedrond case. In 

this case the nu m b e r  of s o u r c e s  s u p p l y i n g  raw ju t e  to 

d e s t i n a t i o n s  is 5 i n c u r r i n g  lower t r a n s p o r t  cost by 81 . 3 8 %  

than before.

7.4 C o n c l u s i o n s

The p r e s e n t  s t udy a t t e m p t e d  to s o lve and f o r m u l a t e  a si m p l e  

t r a n s p o r t a t i o n  p r o b l e m  f o l l o w i n g  a v e r s i o n  of C o o p e r ' s  

t r a n s p o r t a t i o n  location problem.
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The m odel has been used for a p r o b l e m  related w i t h  ju t e  

i n d u s t r y  in B a n g l a d e s h  with s m all d a t a  base. We have 

c o n s i d e r e d  only 2 m i l l s  and 22 s o u r c e s  of raw jute for a 

si n g l e  year.

It is p o s s i b l e  to s olve m u c h  larger p r o b l e m  of s i m i l a r  nature. 

More e x t e n s i v e  work can be done r e l a t e d  to any ind u s t r y  in our 

c o u n t r y  on the b a s i s  of <£.bove t r a n s p o r t a t i o n  location problem.

In this s tudy our o b j e c t i v e  was to show how O p e r a t i o n s  

R e s e a r c h  can han d l e  l o c a t i o n a l  problem. The f i n d i n g  showed 

c o s t - e f f e c t i v e n e s s  of the method. A c o m p a r i s o n  b e t w e e n  the 

p r e s e n t  p a t t e r n  of fl o w  of raw m a t e r i a l s  from s o u r c e s  to 

d e s t i n a t i o n s  and the o p t imal p a t t e r n  of flow of the same shows 

that the p r e s e n t  l o c a t i o n  of the mill d o e s  not f o l l o w  o p t i m a l  

c o s t - b e n e f i t  a p p r o a c h  as such. F r o m  this limited o b s e r v a t i o n  

it is p o s s i b l e  to h y p o t h e s i s  that e i t h e r  the p r o c u r e m e n t  

p r o g r a m  n e e d s  to the chan g e d  or the mill c o uld be r e l o c a t e d  to 

obtain m i n i m a l  cost s u b j e c t  to the a s s u m p t i 6 n  of C e t e r i s  

P a r i b u s  i.e. that other f a c tors a f f e c t i n g  l o cation has no 

impact in this regard.
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Footnote;

C o o p e r , 
S o u r h t e r n  
J a n u a r y  8

Leon - " T r a n s p o r t a t i o n  L o c a t i o n  P r o b l e m , "  
M e t h o d i s t  U n i v e r s i t y ,  Dallas, T e x a s  ( R e c e i v e d  
1971).

L I N D O  - an 
O p t i m i z e r ,  an 
LP m o d e l  on a 
a l l o w  a user

a c r o n y m  for L i n e a r  I n t e r a c t i v e  D i s c r e t e  
i n t e r a c t i v e  c o m p u t i n g  p a c k a g e  for s o l v i n g  
computer. The main p u r p o s e  of L I N D O  is to 

to q u i c k l y  input an LP f o r m u l a t i o n ,  solve
it, as s e s s  the c o r r e c t n e s s  or a p p r o p r i a t e n e s s  of the 
f o r m u l a t i o n  b a s e d  on the s o l u t i o n  and then q u i c k l y  make 
m o n i t o r  m o d i f i c a t i o n s  to the f o r m u l a t i o n  and repeat the 
p r o c e s s .
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CHAPTER 8

SUMMARY AND CONCLUSIONS

This c h a p t e r  a t t e m p t s  to s u m m a r i s e  the m a j o r  fin d i n g s  of the 

p r e s e n t  s t u d y  and d r a w  i m p o r t a n t  c o n c l u s i o n s  for m a k i n g  p o l i c y  

s u g g e s t i o n s .  S e c t i o n  8.1 p r e s e n t s  s u m m a r y  of m a jor f i n d i n g  and 

c o n c l u s i o n s  and s u g g e s t i o n s  for f u r t h e r  r e s e a r c h  are p r e s e n t e d  

in s e c t i o n  8.2.

8.1 Sumiriary of M a j o r  F i n d i n g s

The trtain p u r p o s e  of the s t udy has been to a n a l y z e  the 

i n f l u e n c e s  of t r a n sport cost on the p a t t e r n s  of l o c a t i o n a l  and 

r egional d i s t r i b u t i o n  of s e l e c t e d  m a n u f a c t u r i n g  i n d u s t r i e s  in 

B a n g l a d e s h ,  The p e r i o d  c o v e r e d  has been s u f f i c i e n t l y  long, 

e x t e n d i n g  f r o m  the per i o d  of the b i r t h  of P a k i s t a n  to the late 

eighties, d u r i n g  w h i c h  the p h y s i c a l  and so c i a l  i n f r a s t r u c t u r e  

of B a n g l a d e s h  g r e w  almost in d i r e c t  p r o p o r t  i o n■to the g r o w t h  

of the economy. The m ajor f i n d i n g s  of the s t u d y  include the 

f o l l o w i n g :

B a n g l a d e s h  w i t h  an a g r a r i a n  base, e x p e r i e n c e d  little c h a n g e  in 

its f e a t u r e  d u r i n g  the p e r i o d  c o v e r e d  by our s t u d y  ( C h a p t e r

2). The a g r i c u l t u r a l  se c t o r  c o n t r i b u t e s  the l i o n’s share to 

GDP (36%) w h i l e  the m a n u f a c t u r i n g  s e c t o r  c o n t r i b u t e s  only 8.8% 

of total GDP, the large in d u s t r y  s e c t o r  c o n t r i b u t i n g  5.7% and
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small s c a l e  and c o t t a g e  ind u s t r y  s e c t o r  c o n t r i b u t i n g  4 . 5 %  

(Table 3.2). B e s i d e s  h a v i n g  a n a r r o w  i n d u strial base, the 

m a n u f a c t u r i n g  i n d u s t r i e s  s e c t o r  a l s o  s u f f e r s  fr o m  s t r u c t u r a l  

dic h o t o m y .  For example, the large s c ale m a n u f a c t u r i n g  s e c t o r  

c o n t r i b u t e s  to 6 1 . 4 %  the s m all sector c o n t r i b u t e s  to 3 8 .6% of 

total m a n u f a c t u r i n g  v a l u e  added (T a b l e  3.1). In turn, the 

small s c ale and c o t t a g e  i n d u s t r y  s e c t o r  b e c a u s e  of its labour 

i n t e n s i v e  c h a racter, p r o v i d e s  e m p l o y m e n t  to a b out 8 2 .2% of the 

total m a n u f a c t u r i n g  labour force (Table 3.11) and is thus no 

less i m p o r t a n t  in our e c o n o m y  w h i c h  s u f f e r s  f r o m  an acute 

p r o b l e m  of u n e m p l o y m e n t  and u n d e r e m p l o y m e n t .

In so far as the r e g i o n a l  d i s t r i b u t i o n  of ind u s t r i e s  is 

c o n cerned, t here ex i s t s  s i g n i f i c a n t  c o n c e n t r a t i o n  in the 

s p a t i a l  d i s t r i b u t i o n  of industries. The D h a k a  c o n u r b a t i o n  is 

the main a r e a  of c o n c e n t r a t i o n  of i n d u s t r i a l  and e c o n o m i c  

a c t i v i t i e s  f o l l o w e d  by C h i t t a g o n g  and K h u l n a  with E a j s h a h i  

being the least i n d u s t r i a l i s e d  area. It has been s hown in 

T a b l e  4.3 of the s tudy that D h a k a  w i t h  30.-57% of total 

p o p u l a t i o n  and 3 2 . 2 7 %  of e c o n o m i c a l l y  a c t i v e  p o p u i a t i o n  

p r o v i d e s  5 3 . 8 7 %  of m a n u f a c t u r i n g  e m p l o y m e n t  with the h i g hest 

c o n c e n t r a t i o n  ratio of l.S. Dhaka is f o l l o w e d  by C h i t t a g o n g  

with c o n c e n t r a t i o n  ratio 1.0. Kh u l n a  w i t h  c o n c e n t r a t i o n  ratio

0.7 and then R ajshahi with lowest c o n c e n t r a t  ion ratio 0.3. The 

r e g i o n a l  i m b a l a n c e  in the g r o w t h  of m a n u f a c t u r i n g  sec t o r  

e m e r g e s  c l e a r l y  from the table.
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The l o c a t i o n a l  f a c t o r s  c o n t r i b u t i n g  to the e x i s t i n g  p a t t e r n  of 

d i s t r i b u t i o n  of i n d u s t r i e s  in B a n g l a d e s h  are m a i n l y  its 

n a t u r a l  assets. a v a i l a b i l i t y  of raw m a t e r i a l s ,  c heap and 

s k i l l e d  supply of labour and a d e q u a t e  s u p p l y  of p o w e r  and fuel 

(Chapter 4), Moreover, sometimes, the lo c a t i o n  of an 

i n i t i a t i n g  i n d u s t r y  in d e v e l o p e d  region has s u b s e q u e n t l y  

g e n e r a t e d  the g r o w t h  of other industries. For example, the 

d e v e l o p m e n t  of ju t e  i n d u s t r y  in the areas, e s p e c i a l l y  in 

Dhaka, to a g r e a t e r  extent, is related to the g r o w t h  of jute 

b a i l i n g  i n d u s t r i e s  in the p r e - p a r t i t i o n  d a y s  in and aro u n d  

D h a k a  ( C h a p t e r  6).

Further, an u n e v e n  i n f r a s t r u c t u r a l  d e v e l o p m e n t  also s e ems to 

have been one of the i m p o r t a n t  f a c t o r s  r e s p o n s i b l e  for the

inopt i m a L  p a t t e r n  of i n d u s t r i a l  g r o w t h  in B a n g l a d e s h .  The

industrial. h i s t o r y  of B a n g l a d e s h  r e v e a l s  the fact that the 

e s t a b l i s h m e n t  of a few i n d u s t r i e s  in and around D h a k a  bef o r e

P a k i s t a n i  regime helped i n f r a s t r u c t u r a l  d e v e l o p m e n t  in this

area w h i c h  in turn was f o l l o w e d  by 1o c a 1 isation ■ of i n d u s t r i e s  

in p o s t - i n d e p e n d e n t  B a n g l a d e s h .  T h e  i n f r a s t r u c t u r a l  

d e v e l o p m e n t  of C h i t t a g o n g  and K h u l n a  as two 'big port c i t i e s  

invited s e v e r a l  e n t r e p r e n e u r s  to e s t a b l i s h  i n d u s t r i e s  in these 

a r e a s  to avail of e x t e r n a l  e c o n o m i e s  c r e a t e d  due to 

l o c a l i s a t i o n  and d e v e l o p m e n t  of the areas.

The g o v e r n m e n t  po l i c y  i n f l u e n c i n g  i n d u s t r i a l  location in 

d i f f e r e n t  r e g ions is p l a g u e d  wi t h  n u m e r o u s  l i m i t a t i o n s  w h i c h
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failed to a t t r a c t  new e n t r e p r e n e u r s  to set up i n d u s t r i e s  in 

the least d e v e l o p e d  areas. I n f r a s t r u c t u r a l  i n v e s t m e n t s  along 

with i n c e n t i v e s  and s u b s idies, e s p e c i a l l y  in the fo r m  of 

power, fuel and t r a n s p o r t  f a c i l i t i e s  are c o n s i d e r e d  more 

e f f e c t i v e  m e a s u r e s  for s p e e d y  i n d u s t r i a l i s a t i o n  in less 

d e v e l o p e d  areas. T h i s  i n v o l v e s  (a) r e g i o n a l  p l a n n i n g  and <b) 

m e a s u r e s  d e s i g n e d  to a t t r a c t  i n d u s t r i a l  plants. In addition, 

the g o v e r n m e n t  may invest d i r e c t l y  in fixed c a p i t a l  by

b u i l d i n g  f a c t o r i e s  and d e v e l o p i n g  new i n d u s t r i a l  e s t a t e s  in

o r der to a t t r a c t  e n t r e p r e n e u r s  in s p e c i f i c  locations.

T r a n s p o r t a t i o n  f a c i l i t i e s  a l o n g  w i t h  s u f f i c i e n t  fuel subsidy, 

sometimes, a l one are s u f f i c i e n t  to do this. T h e r e  are some 

e x a m p l e s  w h ere some p l a n t s  in the n o r t h e r n  region have been

bound to shut down p r o d u c t i o n  for high t r a n s p o r t a t i o n  c osts 

and fuel cost in spite of fuel subsidy. As examples, the case 

of Al-Hajci R e r o l l i n g  P l ant in Is h w a r d i  (Pabna) may be cited 

here ( C h a p t e r  6).

The m a j o r  problem, however, lies wi t h  the i n d u s t r i a l  p o l i c y  of 

the g o v e r n m e n t  w h i c h  fai l e d  to a t t ract new e n t r e p r e n e u r s  in 

the field of i n d u s t r i a l i s a t i o n .  The b a sic p r o b l e m  is that the 

ind u s t r i a l  p o l i c y  is p r e p a r e d  by the t e c h n o c r a t s  on the b a s i s  

of s u p e r f i c i a l  i n f o r m a t i o n  and not on the b a s i s  of any

c o m p r e h e n s i v e  s u r v e y  of the s i t u a t i o n  p r e v a i l i n g  in the 

country. The f o r m a t i o n  of "Sick I n d u s t r i e s  R e h a b i l i t a t i o n

Cell" on the 15th of June, 1991 p r o v e s  this s u f f i c i e n t l y .  This

cell is set up by the M i n i s t r y  of I n d u s t r y  c o n s i s t i n g  of
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e x p e r t s  and i n d u s t r i a l i s t s  of the c o u n t r y  wi t h  a view to 

i d e n t i f y i n g  the f a c t o r s  be h i n d  d e c l i n e  of p r o d u c t i o n  and 

s i c k n e s s  of as many as ten s e c t o r s  like jute, textile, 

e ngi n e e r i n g ,  tannery, services, food, misc. etc. u n d e r  w h i c h  

about 2500 a p p l i c a t i o n s  have been s u b m i t t e d  to the cell. It 

may be noted here, for information, that c u r r e n t l y  50 p e r c e n t  

of B a n g l a d e s h ' s  formal s e c t o r  i n d u s t r y  is e s t i m a t e d  to be 

"Sick," when i n d u s t r i a l  s i c k n e s s  is d e f i n e d  by less than 30% 

c a p a c i t y  u t i l i z a t i o n .  Fr o m  the e m p i r i c a l  o b s e r v a t i o n  and 

a n a l y s i s  of a v a i l a b l e  d a t a  by the cell out of 17 ca u s e s  

identified, the m ajor p r o b l e m s  are r e l a t e d  to (i) U n p l a n n e d  

s a n c t i o n  w i t h o u t  p r o p e r  s e c t o r a l  survey, (ii) Lack of 

c o o r d i n a t i o n  a m ong the related bodies, (iii) I n e f f i c i e n t  

b a n k i n g  manage m e n t ,  (iv) Free import of f o r e i g n  g o o d s  and 

smu g g l i n g ,  (v) U n d e s i r a b l e  p o l i t i c a l  i n f l u e n c e  and (vi) to 

some extent, i n e x p e r i e n c e  of new g e n e r a t i o n  e n t r e p r e n e u r s .  

T h ese p r o b l e m s  almost c o i n c i d e  with our f i n d i n g s  of m a j o r  

lo o p h o l e s  of the i n d u s t r i a l  p o l i c y  summed up u n d e r  following:

(a) The p o l i c y  with regard to s e l e c t i o n  of ind u s t r i a l  

s i t e / l o c a t i o n  is d e t e r m i n e d  more on the basi.s of 

p o l i t i c a l  c o n s i d e r a t i o n s  and p r e f e r e n c e s  as o p p o s e d  to 

actual p o t e n t i a l s  and r e q u i r e m e n t  of d i f f e r e n t  regions.

(b) L a c k  of c o - o r d i n a t i o n  a m o n g  d i f f e r e n t  c o n c e r n e d  a g e n c i e s  

like M i n i s t r y  of industry, f i n a n c e  and M i n i s t r y  of 

p l a n n i n g  leads to f a u l t y  s a n c t i o n  g i v i n g  rise to
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u n p l a n n e d  g r o w t h  of industries. For example, in the W a t e r  

S e c t o r  w h i l e  the M i n i s t r y  of P l a n n i n g  c l o s e s  f u r ther 

sa nction of loan in b u i l d i n g  c a rgo vessels, the BKB and 

other c o m m e r c i a l  b a n k s  e x t e n d e d  f u r ther f i n a n e i a l  

a s s i s t a n c e  to the s e c t o r  in c o m p l e t e  d i s r e g a r d  to the 

p r o c u r e m e n t  of i n f o r m a t i o n  about v e s s e l s  and c argo 

p o t e n t i a l s  p r e v a i l i n g  in the country, u l t i m a t e l y  p u s h i n g  

the whole sector to be sick.

Besides, in the mo s t  vital s e c t o r s  the f i n a n c i a l  

a s s i s t a n c e  was ext e n d e d  not in p u r s u a n c e  of p r o p e r  s u r v e y  

nor were t h ese located near the industry. The h a p h a z a r d  

a l l o c a t i o n  in view of i m p r a c t i c a l  a p p r a i s a l  r e p o r t s  

caused s e r i o u s  set back. For example, in the t e x t i l e  

sector the a b s e n c e  of looms in r e q u i r e d  number, r e l ated 

twi s t i n g  plants, p r i n t i n g  plants, s u f f i c i e n t  w o r k i n g  

capital, p r o t e c t i o n  agai n s t  import of cotton yarn and 

g a r m e n t  f a b r i c s  is highly r e s p o n s i b l e  for a g r e a t  set 

back, -

(c) The c o n c e s s i o n s  or r e b a t e s  for less d e v e l o p e d  a r eas as 

m e n t i o n e d  in the p o l i c y  ( d i s c u s s e d  in C h a p t e r  5) are 

ha r d l y  implemented. As evidence, the case with Ahmed 

T e x t i l e  Hill (as c o m m u n i c a t e d  by the owner), n e w l y  set up 

at Bolta, Rupganj may be cited here. The e n t r e p r e n e u r  of 

the p l a n t  set up u n der EXIM credit, a p r o j e c t  of So n a l i  

Bank, had to pay 10% d u t y  on m a c h i n e r i e s  at B e n a p o l e

164

Dhaka University Institutional Repository



b o r d e r  w h e r e a s  in the s a n c t i o n  d o c u m e n t  the d u t y  was 

fixed at 2.5%. T h e r e  are, however, a good n u m b e r  of su c h  

d i s c o u r a g i n g  examples' in case of other e x i s t i n g  

in d u s t r i e s  also.

In the light of the a b ove d i s c u s s i o n  on the p r o b l e m s  and 

l i m i t a t i o n s  of the i n d u s t r i a l  location p o l i c y  of Bangla d e s h ,  

the f o l l o w i n g  p o l i c y  r e c o m m e n d a t i o n s  may be ma d e  for c r e a t i n g  

c o n g e n i a l  a t m o s p h e r e  in the field of i n d u s t r i a l i s a t i o n  b o t h  to 

s a f e g u a r d  the e x i s t i n g  i n d u s t r i e s  and a t t r a c t  new 

e n t r e p r e n e u r s  for s e t t i n g  up new industries;

(a) W h i l e  f r a m i n g  an i n d u s t r i a l  p o l i c y  a c o m p r e h e n s i v e  s u r v e y  

is re q u i r e d  for a s s e s s m e n t  of true and ac t u a l  

r e q u i r e m e n t s  of i n d u s t r i e s  in our c o u n t r y  to avoid ex c e s s  

and u n n e c e s s a r y  a l l o c a t i o n  of resources.

(b) A p r a g m a t i c  i n d u s t r i a l  p o l i c y  must invite o p i n i o n s  from 

the e x p e r t s  and i n d u s t r i a l i s t s  a s s o c i a t e d  with d i f f e r e n t  

i n d u s t r i e s  in order to ma k e  p r o p e r  and v a l u a b l e  use of 

t heir experiences.

(c) The p o l i c y  m a k e r s  sh o u l d  take into c o n s i d e r a t i o n  the

e x p e r i e n c e s  a p p lied in other c o u n t r i e s  with s i m i l a r

s o c i o - e c o n o m i c  backgr o u n d .  Of p a r t i c u l a r  r e l e v a n c e  may be 

the e x p e r i e n c e s  of India, Sri Lanka, Thailand, Pakistan, 

S o u t h  K o r e a  and Taiwan.

(d) The p o l i c y  sh o u l d  ma k e  p r o v i s i o n s  to p r e v e n t  inflow of

p r o d u c t s  from other c o u n t r i e s  to e n c o u r a g e  d o m e s t i c
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products. In o t h e r  words, the p o l i c y  p r o t e c t i o n  should be 

a d o pted by the g o v e r n m e n t  in o r der to save local 

i n d n s t r i e K  fa c i n g  c o m p e t i t i o n  w i t h  f o r eign g o o d s  b o t h  in 

terms of q u a l i t y  and price.

(,e) For a t t a i n i n g  i n d u s t r i a l i s a t i o n  the i n d u s t r i a l  as we l l  as 

import p o l i c y  of e s s e n t i a l  items and raw m a t e r i a l s  sh o u l d  

be liberal and c a r e f u l l y  reco m m e n d e d .

(f) The c o n c e r n e d  f i n a n c i a l  i n s t i t u t i o n s  sho u l d  impose 

r e a s o n a b l e  and s i m p l e  rate of in t e r e s t  and f o r m u l a t e  ea s y  

terms for r e c o v e r y  of loan from the e n t r e p r e n e u r s .

(g) N e c e s s a r y  a m e n d m e n t s  of b a n k i n g  laws (Black laws like 

a r t i c l e  34, the e n f o r c e m e n t  of this i n f r i n g e s  f u n d a m e n t a l  

right w i t h o u t  g i v i n g  any c h a n c e  to the e n t r e p r e n e u r  to 

c h a l l e n g e  a c q u i s i t i o n  of his p r o p e r t y )  are required.

(h) The c o m m e r c i a l  b a n k s  s h o u l d  p r o v i d e  a d e q u a t e  w o r k i n g  

capital to solve l i q u i d i t y  c r i s i s  in the p r i v a t e  se c t o r  

also.

(i) Mo r e  e m p h a s i s  should be g iven to small and m e d i u m  s cale 

labour - intensive industries, e s p e c i a l l y  a g r o - b a s e d ,  in 

view of the p r a c t i c a l  e c o n o m i c  c o n d i t i o n s  p r e v a i l i n g  in 

our c o u n t r y  for m a i n l y  two reasons: (i) to cr e a t e  n e w  

e m p l o y m e n t  o p p o r t u n i t y  and (ii) to e x p l o i t  u n t a p p e d  

i n d i g e n o u s  raw m a t erials. For e x a m p l e  F ruit p r o c e s s i n g  

i n d u s t r i e s  may be d e v e l o p e d  in D i n a j p u r  and g r e a t e r  

R a j s h a h i  m a k i n g  o p t i m u m  use of mango. Similarly, su c h
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in d u s t r i e s  may be d e v e l o p e d  in C h i t t a g o n g ,  Sy l h e t  and 

M y m e n s i n g h  for m a k i n g  use of P i n e - a p p l e s  and in B a r i s a l  

and Kh u l n a  for m a k i n g  p r o p e r  u t i l i s a t i o n  of coconut.

A n o t h e r  vital p oint e m e rged w h i l e  e x c h a n g i n g  v i e w s  wi t h  the 

owners of p r i v a t e  e n t e r p r i s e s  that g o v e r n m e n t  has to be aware 

of the f i n a n c i a l  c o n d i t i o n  of the p r i v a t e  e n t r e p r e n e u r s  b e f o r e  

any a n n o u n c e m e n t  of b e n e f i t  to the workers.

The q u a n t i t a t i v e  a n a l y s i s  done t h r o u g h  the use of the 

t r a n s p o r t a t i o n  m o d e l  in C h a p t e r  6 of the s t u d y  r e p r e s e n t s  an 

a t t e m p t  to m e a s u r e  t r a n s p o r t a t i o n  cost as a d e t e r m i n i n g  factor 

of i n d u s t r i a l  location in B a n g l a d e s h .  T r a n s p o r t a t i o n  very 

often h a p p e n s  to be the s i n g l e  most i m p o r t a n t  d e t e r m i n a n t  of 

the location of a plant. But in actual p r a c t i c e  this has not

been the case in B a n g l a d e s h ,  L e a s t  t r a n s p o r t  cost

c o n s i d e r a t i o n  is not the only d e t e r m i n i n g  f a c t o r  here. In the 

case of i n d u s t r i e s  involving very h i g h  t r a n s p o r t  cost both for 

p r o c u r e m e n t  of raw m a t e r i a l s  and for t r a n s h i p m e n t  of f i n i s h e d  

products, it is q u i t e  n a t u r a l  that t r a n s p o r t a t i o n  would b e c o m e  

one of the key d e t e r m i n a n t s  of the l o c a l i s a t i o n  of these

industries. T h i s  is the case with h e avy c a p ital g o o d s

industries. O u r s  is a c o u n t r y  w h e r e  i n d u s t r i a l  growth, 

w h a t e v e r  the rate may be, took p l a c e  m a i n l y  in the field of 

i n t e r m e d i a t e  and c o n s u m p t i o n  g o o d s  items, ex c e p t  a few c ases 

of m e d i u m  s c ale p r o d u c t i o n  of light c a p i t a l  g o o d s  and a s i n g l e
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p l a n t  at J o y d e v p u r  p r o d u c i n g  c a p ital g o o d s  ( J o y d e v p u r  M a c h i n e  

and T ools Factory).

In s p ite of d a t a  d e f i c i e n c i e s ,  we tried to make a q u a n t i t a t i v e  

a n a l y s i s  of t r a n s p o r t a t i o n  m o del taking into c o n s i d e r a t i o n  the 

c ases of Jute, C a b l e  and Sugar i n d u s t r i e s  in the s i x t h  

chapter; Wh a t  we o b s e r v e d  is that t r a n s p o r t a t i o n  cost alone 

does not se e m  to p l a y  mu c h  impor t a n t  role here. The r e s u l t s  of 

both linear and l o g - l i n e a r  e s t i m a t i o n  of lo c a t i o n  e q u a t i o n  

( Ch a p t e r  6) s u g g e s t  that t r a n s p o r t a t i o n  c o sts a long w i t h  o t her 

v a r i a b l e s  like v alue of land, m a jor p u r c h a s i n g  sector and 

reg i o n a l  ind u s t r i a l  o u t p u t  are significant.

F o l l o w i n g  H a r r i e s  C u r t i s  C. J r and F r ank E. Hopkins, we tried 

to e x a m i n e  the h y p o t h e s i s  that reg i o n a l  c h a n g e  in the v a l u e  of 

output of a p l ant or i n d u s t r y  is a f u n c t i o n  of t r a n s p o r t a t i o n  

costs along wi t h  o ther a g g l o m e r a t i o n  v a r i a b l e s  ( i l l u s t r a t e d  in 

c h a p t e r  6). The l e a s t - s q u a r e s  r e g r e s s i o n  r o u t i n e  was set up to 

p r e s e r v e  the t h e o r e t i c a l  o r d e r  of v a r i a b l e s  -entering the 

e q u a t i o n  but was not t e r m i n a t e d  when a v a r i a b l e  b e c a m e  

ins i g n i f i c a n t .  For a l t e r n a t i v e  s p e c i f i c a t i o n  l o g - l i n e a r  

e s t i m a t i o n  is a t t e m p t e d  w i t h  c o m b i n e d  e q u a t i o n  in case of jute 

i n d u s t r y  and c a b l e  industry.

The results, as p r e s e n t e d  in T a b l e  6.2, show the s i g n i f i c a n c e  

of the c o e f f i c i e n t  of TI ( M a r g i n a l  cost of t r a n s p o r t i n g  input) 

in e q u a t i o n s  6.2(a), 6.2(d) and 6.2(g) at 1 p e r c e n t  level and

in e q u a t i o n  6.2(d) at 10 p e r c e n t  level. Th i s  s u g g e s t s  that the
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ch a n g e  in the v alue of o u t p u t  of jute and c a ble i n d u s t r y  is 

af f e c t e d  by T I . That is the change in the v a lue of o u t p u t  

d e c r e a s e s  as TI increases. For example, in case of j u t e  

i n d u s t r y  in Dhaka region change in the value of output 

d e c r e a s e s  by 1.4859 w i t h  an i n crease of m a r g i n a l  unit of cost 

of t r a n s p o r t i n g  input. The c o e f f i c i e n t  of TQ (marg i n a l  cost of 

t r a n s p o r t i n g  ou t p u t  to m a j o r  m a r k e t )  is s i g n i f i c a n t  in

e q u a t i o n  6.2(b) at 10 p e r c e n t  level and in e q u a t i o n  6.2(d) at

5 p e r c e n t  level explain ing how the c h a n g e  in the v a l u e  of 

output is a f f e c t e d  by the c h a n g e  in T Q . The c o e f f i c i e n t s  of VL 

(value of land) and Qij ( i n d u s t r i a l  ou t p u t  by r e g i o n )  also are 

o b s e r v e d  s i g n i f i c a n t  at d i f f e r e n t  levels of p e r c e n t a g e  in all 

e q u a t i o n s  e x c e p t  6.2(c) and 6.2(f). Two d u m m y  var i a b l e s ,  Dx 

for K h u l n a  region and D 2 for C h i t t a g o n g  region were int r o d u c e d  

in the c o m b i n e d  e q u a t i o n  for ju t e  i n d u s t r y  to e x a m i n e  

influence of some other factors. Both linear and l o g - l i n e a r

e s t i m a t i o n s  (equation ( 6.2(d)) and (6.2(e)) e x p r e s s

s i g n i f i c a n c e  of the c o e f f i c i e n t  of Di at 5_ p e r c e n t  level 

e x p l a i n i n g  imp o r t a n c e  of some o t her fa c t o r  for Kh u l n a  region 

w h i l e  those for D h a k a  and C h i t t a g o n g  are similar. Du r b i n

Watson test for all e q u a t i o n s  p rove the h y p o t h e s i s  ei t h e r  

i n c o n c l u s i v e  or e x i s t e n c e  of no a u t o - c o r r e l a t i o n  a m o n g  the

v a r i a b l e s  (Table 6.2).

T u r n i n g  to the case of S u gar Industry, the c o e f f i c i e n t s  of all 

v a r i a b l e s  are o b s e r v e d  to be i n s i g n i f i c a n t  exc e p t  in equ a t i o n  

6.2(k) the c o e f f i c i e n t  of a single v a r i a b l e  RM ( s u p p l y  of
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m a j o r  raw m a t e r i a l )  is found to be s i g n i f i c a n t  at one p e r c e n t  

level. Our s t u d y  i n t ends to c o n f i r m  that the a v a i l a b i l i t y  of 

m a jor raw m a t e r i a l  is the only impor t a n t  c o n s i d e r a t i o n  for 

l o c a l i s a t i o n  of S u gar I n d u s t r y  in the r e s p e c t i v e  areas. To 

a rrive at this c o n c l u s i o n  we f u r t h e r  made an a t t e m p t  to 

m e a s u r e  W e b e r i a n  M a t e r i a l  I ndex (HI) ( i l l u s t r a t e d  in c h a p t e r  

6) for d i f f e r e n t  s u gar i n d u s t r i e s  at d i f f e r e n t  l o c a tions 

( t a b l e  6.3). In s u p p o r t  of our f i n d i n g  that all the sugar 

m i l l s  are e s t a b l i s h e d  in the a r eas s u p p l y i n g  sugar cane to the 

a d j a c e n t  mill, MI in all cases is far g r e a t e r  then I 

s a t i s f y i n g  loc a t i o n a l  c o n d i t i o n  of all raw m a t e r i a l  b ased 

industries. Besides, one n o t a b l e  p o i n t  is that s u g a r  cane 

c o n t e n t  get lost by 5.3% within 24 hours, by 19% within 48

h ours and it is al m o s t  u n e c o n o m i c  to c r u s h  the cane a f t e r  48

hours  ( c h a p t e r  6). The study, h o w ever j u s t i f i e s  loc a t i o n  of 

sugar i n d u s t r y  in B a n g l a d e s h  though failed to e s t a b l i s h

s i g n i f i c a n c e  of t r a n s p o r t a t i o n  c o s t s  as basic l o c a t i o n a l  

factor. We e x p r e s s  our reg r e t  and limitation' in this regard. 

T h i s  m i g h t  so happen d u e  to our i n a b i l i t y  in m e a s u r i n g

*
m a r g i n a l  t r a n s p o r t a t i o n  c o s t s  for sugar i n d u s t r i e s  for n o n ­

a v a i l a b i l i t y  of actual s t a t i s t i c a l  data.

While c o n d u c t i n g  field survey, some more e x a m p l e s  of raw 

m a t e r i a l  based i n d u s t r y  d r e w  cur attention. We could not 

f o l l o w  q u a n t i t a t i v e  a p p r o a c h  to p r o v e  and m e a s u r e  the 

l o c a t i o n a l  f a c t o r  of su c h  industry. But c o r r o b o r a t e d  by facts 

and p e r s o n a l  i n t e r v i e w s  our f i n d i n g  is that the e m e r g e n c e  and
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g r o w t h  of f e r t i l i z e r  i n d u s t r y  at d i f f e r e n t  l o c a t i o n s  is the 

most r e m a r k a b l e  e x a m p l e  of such n a t u r e  w h i l e  owes to the 

c o n s e c u t i v e  d i s c o v e r y  of gas fi e l d s  in v a r i o u s  a d j a c e n t  

locations. Gas is the m a j o r  raw m a t e r i a l  used in this 

industry. All the Urea, p r o d u c i n g  F e r t i l i z e r  f a c t o r i e s  were set 

up a long a route c o n v e n i e n t  in terms of d i s t a n c e  and 

t r a n s p o r t a t i o n  from the gas fields. This also e x p l a i n s  the 

total a b s e n c e  of any f e r t i l i z e r  f a c t o r y  e i t h e r  in Rajshahi or 

in K h u l n a  d i v i s i o n  s i nce no a r r a n g e m e n t  e x i s t e d  for 

t r a n s p o r t i n g  gas across the river J a m u n a  e i t h e r  in c o n d e n s a t e  

form or by p i p e  line. On the o t her hand, the TSP F e r t i l i z e r  

f a c t o r y  had to be located in the p o r t  c i t y  of C h i t t a g o n g  

p r i m a r i l y  due to the c o n s i d e r a t i o n  of ea s y  import of raw 

m a t e r i a l s .

The O p t i m u m  Lo c a t i o n  A n a l y s i s  in case of j u t e  ind u s t r y  has 

been ma d e  in C h a p t e r  7. On the b asis of s i m p l i f i e d  v e r s i o n  of 

C o o p e r ' s  t r a n s p o r t a t i o n  location p r o b l e m  we a t t e m p t e d  to 

e x a m i n e  w h e t h e r  the d o m e s t i c  j u t e  t r a n s p o r t a t i o n  s y s t e m  (from 

jute g r o w i n g  area to ju t e  mi l l s )  is o p t i m a l  w i t h  r e s pect to 

the location of jute i n dustry in B a n g l a d e s h .  A c o m p a r i s o n  

b e t ween the p r e s e n t  p a t t e r n  of flow of raw m a t e r i a l s  from 

s o u r c e s  to d e s t i n a t i o n s  and the o p t i m a l  p a t t e r n  of flow of the 

same s h o w s  that p r e s e n t  location of the m i l l s  do not f o l l o w  

o p t i m a l  cost b e n e f i t  a p p r o a c h  as such. It may be opined from 

the limited o b s e r v a t i o n  that eit h e r  the p r o c u r e m e n t  p r o g r a m m e  

n e e d s  to be c h a n g e d  or the m i l l s  c o uld be r e l o c a t e d  to obtain
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mi n i m a l  cost s u b j e c t  to the a s s u m p t i o n  that o t h e r  f a c t o r s  

a f f e c t i n g  location have no impact in this regard.

T h o u g h  ours is a limited o b s e r v a t i o n ,  it is p o s s i b l e  to s o l v e  

m u c h  larger p r o b l e m  of s i m i l a r  na t u r e  and more e x t e n s i v e  wo r k  

can be do n e  r e l a t e d  to any i n d u s t r y  in our c o u n t r y  on the 

basis of t r a n s p o r t a t i o n  location problem.

8.2 C o n c l u s i o n s  and S u g g e s t i o n  for P'urther R e s e a r c h

To repeat, the f o r e g o i n g  r e v i e w  of the m a j o r  f i n d i n g s  of the 

s t udy leads to the c o n c l u s i o n  that the i m p o r t a n t  e c o n o m i c  

fact o r s  like t r a n s p o r t a t i o n  costs, value of land, m a j o r  

p u r c h a s i n g  and major s u p p l y i n g  sectors, r e g i o n a l  i n d u s t r i a l  

output seem to have i n f l uence on the l o c a l i s a t i o n  of 

ind u s t r i e s  in many cases in B a n g l a d e s h ,  yet the i m p o r t a n c e  of 

social and p o l i t i c a l  f a c t o r s  cannot be denied. In m a n y  c a ses 

industrial location has not been based e n t i r e l y  on any 

rat i o n a l  e c o n o m i c  c o n s i d e r a t i o n .  Po o r  g r o w t h  of

i n f r a s t r u c t u r a l  f a c i l i t i e s  res u l t e d  in al m o s t  total a b s e n c e  of 

i n d u s t r i a l i s a t i o n  in less d e v e l o p e d  or b a c k w a r d  areas of 

B a n g l a d e s h  in spite of v a r i o u s  i n c e n t i v e s  p r o v i d e d  in the form 

of tax c o n c e s s i o n s ,  more liberal credit, etc. o f f e r e d  by the 

g o v e r n m e n t .  It a p p e a r s  that the gain due to fi s c a l  and other 

c o n c e s s i o n s  is overly o u t w e i g h e d  by the loss due to a b s e n c e  of 

infra.structural facilities, f r e q u e n t  load s h e d d i n g  and in many 

cases a b s e n c e  of s u f f i c i e n t  fuel subsidy.
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At the p r e s e n t  level of e c o n o m i c  and i n d u s t r i a l  d e v e l o p m e n t  of 

B a n g l a d e s h  there is need for c a r r y i n g  out c o m p r e h e n s i v e  

i n d u s t r i a l  f e a s i b i l i t y  s t u d i e s  for s e l e c t i n g  new i n d u s t r i a l  

location. A c o m p a r a t i v e  s t u d y  should be made in o rder to

d e t e r m i n e  a l e a s t - c o s t  l o c a t i o n  and p r o m o t e  bal a n c e d  r e g i o n a l  

in d ustrial di^velopment a i m i n g  at a c c e l e r a t i n g  overall e c o n o m i c  

g r o w t h  and g e n e r a t i n g  a d e q u a t e  e m p l o y m e n t  o p p o r t u n i t i e s .  Wi t h  

this end an important area for f u r t h e r  r e s e a r c h  may be

i d e n t i f i e d  as the need for a social cost b e n e f i t  a n a l y s i s  

i n c l u d i n g  s t u d i e s  of e c o n o m i e s  and d i s e c o n o m i e s  of 

c o n c e n t r a t i o n  and d i s p e r s i o n  of i n d u s t r i a l i s a t i o n  wi t h  

c o m m e r c i a l  and social p r o f i t a b i l i t y  of d i f f e r e n t  i n d u s t r i a l  

s i tes having high re.source p o t e n t i a l s  in o r d e r  to ma k e  o p t i m u m  

location decis i o n .

In fact, in a d e v e l o p i n g  c o u n t r y  like B a n g l a d e s h  for l o n g - t e r m  

ind u s t r i a l  d e v e l o p m e n t  r e g i o n a l  o b j e c t i v e  sh o u l d  be g i v e n  

p r e f e r e n c e  a l o n g  wi t h  n a t i o n a l  obj e c t i v e .  C o n f 1ict ing 

v i e w p o i n t s  s h o u l d  be reconc i l e d ,  more and nfore g o v e r n m e n t  

inv e s t m e n t  should take p l ace for p r o v i d i n g  t r a n s p o r t a t i o n  and 

inf ra.srtructura 1 f a c i l i t i e s  in o rder to a t t r a c t  p r i v a t e

e n t e r p r i s e s  at d i f f e r e n t  ind u s t r i a l  a r e a s  and a l l e v i a t e

regional d i s p a r i t i e s .
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I n d u s t r i a l  e s t a b l i s h m e n t s  are c l a s s i f i e d  into c o n s u m e r  goods, 

i n t e r m e d i a t e  g o o d s  and c a p i t a l  g o o d s  industries, a c c o r d i n g  to 

CMI 1962-63, in a c c o r d a n c e  w i t h  the v a l u e  of the largest 

si n g l e  product. Th i s  c r i t e r i o n  is a s u b j e c t i v e  one and is 

likely to g i v e  f l u c t u a t i n g  n u m b e r s  u n d e r  the d i f f e r e n t  g r o u p s  

of i n d u s t r i e s  over time. A more o b j e c t i v e  c r i t e r i o n  su c h  as 

" p r i m a r y  p r o d u c t  ratio" can be used to c l a s s i f y  i n d u s t r i a l  

e s t a b l i s h m e n t s  into ind u s t r i a l  g r o u p  p r i m a r y  p r o d u c t  ratio 

m e a s u r e  the extent to w h i c h  e s t a b l i s h m e n t s  c l a s s i f i e d  in an 

i ndustry s p e c i a l i s e  in m a k i n g  " p r o d u c t s  or p r o d u c t  group'* 

r e g a r d e d  as p r i m a r y  to the i ndustry i.e., the value of 

s h i p m e n t s  (value of p r o d u c t i o n )  of p r i m a r y  p r o d u c t  of 

e s t a b l i s h m e n t s  in the i n d u s t r y  is e x p r e s s e d  as ratio of the 

total s h i p m e n t s  (value of p r o d u c t i o n )  of all p r o d u c t s  m a d e  by 

these e s t a b l i s h m e n t s .  For p r o p e r  c l a s s i f i c a t i o n ,  the v a l u e  of 

this ratio should be 80% or more for a s s i g n i n g  on 

e s t a b l i s h m e n t s  to a p a r t i c u l a r  i n d u s t r y  group.

A c c o r d i n g  to CMI 1962/63, East P a k i s t a n  B u r e a u  of Statis t i c s ,  

the lists of c o n s u m e r  goods, i n t e r m e d i a t e  g o o d s  and c a p i t a l  

g o o d s  i n d u s t r i e s  are g i v e n  below:

C o n s u m e r  G o o d s  Indus t r i e s :

1. Sugar M a n u f a c t u r i n g

2. E d i b l e  Oil

3. Tea M a n u f a c t u r i n g

ANNEXUHE 2
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4. Food M a n u f a c t u r i n g  (NEC)

5. T o b a c c o  M a n u f a c t u r i n g

6. F l o w e r  M i l l i n g

7. D i s t i l l e r y

8. Dali M i l l i n g

9. Rice M i l l i n g

10. B a k e r y

LI. C o n f e c t i o n a r y

12. C a n n i n g  and p r e s e r v a t i o n  of fruits

13. M a t c h e s

14. P r i n t i n g  and P u b l i s h i n g  of N e w s p a p e r

15. Soap

16. Co t t o n  T e x t i l e  (Mill made)

17. C o c o n u t  Oil P r o c e s s i n g

18. S i l k  and Art Silk

19. N a r r o w  F a b r i c s

20. Foot wear

21. R e a d y - m a d e  G a r m e n t s

22. Pen and Pen c i l

23. Ice

24. U m b r e l l a  mak i n g

25. P e r f u m e r y  and Hair oil

26. M e d i c i n a l  and P h a r m a c e u t i c a l

27. Handlcotn

28. W o o d e n  F u r n i t u r e

29. P r i n t i n g  and P u b l i s h i n g  bo o k
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Dhaka University Institutional Repository



30. K n i t t i n g  (Hosiery)

31. P l a s t i c  I n d u s t r y

32. C a r p e t  and Rugs

33. G l a s s  & G l a s s  P r o d u c t s

34. M u s i c a l  Instrusnent

I n t e r m e d i a t e  Goods:

1. Jute T e x t i l e s

2. Ru b b e r  P r o d u c t s

3. Saw M i l l i n g

4. C o t t o n  G i n n i n g

5. M a n u f a c t u r e  of F e r t i l i z e r

6. P a i n t s  and C o l o u r s

7. D i s i n f e c t a n t s  and I n s e c t i c i d e s

8. L e a t h e r  P o l i s h e s

9. Ju t e  P r e s s i n g

10. P a p e r  and P a per Board

11. M i s c e l l a n e o u s  C h e m i c a l s

12. O p t i c a l  G o ods

13. Dyeing, B l e a c h i n g  and F i n i s h i n g  of T e x t i l e s

14. O x y g e n

15. A l u m i n i u m

16. T i n  cans and Tin ware

17. E l e c t r i c i t y  and Gas

18. T a n n i n g  and L e a t h e r  F i n i s h i n g

19. L e a t h e r  P r o d u c t s  other than F o o t  Wear.
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C a p i t a l  Goods:

1. C e m e n t

2. M e t a l  B a r r e l s  and D rums

3. C o n c r e t e  G y p s u m  and other p l a s t e r  p r o d u c t s

4. M i s c e l l a n e o u s  F a b r i c a t e d  P r o d u c t s

5. E l e c t r i c a l  A p p l i a n c e s

6. S h i p b u i l d i n g  and R e p a i r i n g

7. S t r u c t u r a l  C l a y  p r o d u c t s

8. N o n - P r o p e l l e d  V e h i c l e s

9. Safe, V a u l t s  and T r u n k s

10. O t h e r  M etal I n d u s t r y
r*

11. P r o p e l l e d  V e h i c l e s

12. T y p e  F o u n d r y , a n d  B l o c k  m a k i n g

13. Iron and Steel

14. O t h e r  m i s c e l l a n e o u s  I n d u s t r i e s
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ANNEXIIRE 3 

Q u e s t i o n n a i r e  for I n t e n s i v e  S u r v e y

1. Name of the Respondent: 

Address: ___________________

2. P a r t i c u l a r s  of the P l a n t  

2.1 Out p u t

Year__ Output in terms of Quantity O utput in ^rms_

"1 9 7 5 ’ .... . ’ ..... ’ ' ............. . ...... . *'

1976

1977

1978

1979

1980

1981

1982

1983

1984

1985 ■
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2.2 Input Cost

(a) F ixed Cc S t

Year Cost of Laiid Depreciation Cost of jTotal Cost 
Machineries |

1975

1976

1977

1978

1979 

1S80

1981

1982

1983

1984

1985

(b) V a r i a b l e  Co s t

Year { Raw Fuel/Oil Labour Cost Total
1 Materials

...1 .. -J

Electric!
ty

Skilled Unskilled j

1975

1978

1977

1978

1979

1980

1981

1982

1983

1984

1985

3/2

Dhaka University Institutional Repository



2.3 T ypes of Raw M a t e r i a l s  Used 

1.

2 .

3.

2.4 T r a n s p o r t  cost of o b t a i n i n g  input (i) from m a j o r  
s u p p l y i n g  s o u r c e s

Ye a r  ___  ̂ | So u r c e  I  [Sourc e I I Sou r c e  I I I

1976

1977

1978

1979

1980
1981

1982

1983 

1884

1985

2.5 T r a n s p o r t  cost of o b t a i n i n g  input (ii) from m a j o r  
s u p p l y i n g  source

Ye a r  ________ ___ { Sour ce  I |Source I I  iSource  I I I
1975

1976

1977 

1973

1979

1980

1981

1982

1983

1984

1985
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2.6 By w h i c h  m o d e s  the inputs are carr i e d  to the p r o d u c t i o n  
unit?

Y e ar 

’l97 5

1976

1977

1978

1979

1980

1981

1982

1983

1984

1985

S o u r c e  I ~|Source XI ~]Tource III

2.7 T r a n s p o r t  cost of .'shipping o u t p u t  to the m a j o r  p u r c h a s i n g  
sectors.

Year_____ j Rail _ iRoEid

1975

1976

1977

1978

1979

1980

1981

1982

1983

1984

1985

Other [Total
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2.8 O u t p u t  p u r c h a s e d  by m a jor s e c t o r s  ( Q u a n t i t y  and value)

Year S e c t o r  I "jSector II 
Qnt. V alue iQnt. Value

S e c t o r  III 
Qnt. V a l u e

1975

1976

1977

1978

1979

1980

1981

1982

1983

1984

1985

e of C a p i t a l  Stock

Year !V a l u e

1975

1976

1977

1978

1979

1980

1981

1982

1983

1984

1935
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C h a n g e s  in the t e c h n i q u e  of p r o d u c t i o n ,  if any, d u r i n g  
the period from 1 9 7 5 - 1 9 8 5

4. P l e a s e  c o m m e n t  on I n d u s t r i a l  P o l i c y  of the G o v e r n m e n t  and 
other r e l a t e d  probl e m s ,  if any.

T H A N K  YOU
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