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Table 5: Sickness of the SSEs, 1990-2007
As at the end | No. of Sick No. of Potentially Viable Units in | Share of Potentially Viable
of March Units Sick SSEs Units in Sick SSEs (%)
1990 218828 16451 7.5
1991 221422 16140 73
1992 245575 19210 7.8
1993 238176 21649 9.1

| 1994 256452 16580 6.5

| 1995 268815 15539 5.8
1996 262376 16424 63 |
1997 235032 16220 6.9
1998 221536 18686 8.4
1999 306221 18692 6.1
2000 304235 14373 4.7 |
2001 249630 13076 52
2002 177336 4493 25
2003 167980 3626 2.2
2004 138811 2385 1.7
2005 138041 3922 2.8
2006 126824 4594 3.6

the time paths of number of units, production and employment stable (or stationary)? The next section of the
paper attempts to answer these questions by applying time-series unit root test.
Section I1I Testing Instabilities in Growth Performance of SSEs

Instabilities in an economic time series arise when itis non stationary in nature, i.e., the mean and
variance of the series depend on time and they depart from the equilibrium value as time goes on. If the
movement is predominantly in one direction, the time series exhibit a trend. The existing literature suggests
applying time-series unit root test to examine if the time-series is stationary.

Methodology
In order to examine if the growth performance of the SSEs is stationary (and hence stable), we

apply three different tests of unit root. First, the Augmented Dickey-Fuller (1981) (ADF) unit root test is used
with the following specification:
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where, A is the first difference operator, y, is natural logarithm of the growth indicator, # is the time trend, and
u, is an independently and identically distributed process with mean 0 and variance o°. The null hypothesis
is that H: y = 0, which implies that there is a unit root in y. This null hypothesis is tested against the
alternative hypothesis H : y <0 which implies that y, is stationary around a deterministic trend. The lag length
for this test is selected on the basis of Akaike Information Criteria (AIC), the nearest integers of (T)" and 4(T/
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100)** as suggested by Diebold and Nerlove (1990) and Newey and West (1994) respectively.
Second. Phillips-Perron (1988) (PP) test is applied in order to validate the findings of the ADF test with the
following specification:

Ay, =a+Pi+yy,, +u wheret=1,2,.,T )
The nearest integer of 4(T/100)*” as suggested by Newey and West (1994) is used as the truncation lag over
the study period while conducting the PP test.

The third one is the Dickey—Fuller Generalized Least Squares (DF-GLS), a modified version of the
Dickey-Fuller test developed by Elliott, Rothenberg, and Stock (1996) using the following specification:

k
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where t = 1, 2, .., T and the superscript ‘d’ denotes GLS-detrended series of y.

The DF-GLS test has the same null and alternative hypotheses as the traditional ADF test, i.e., H: y
=0 versus H,: y <0. We use the Modified Akaike Information Criterion (MAIC) to select the lag length for this
test.

The paper uses three indicators of growth, viz., number of units, value of production at constant
(1993-94) prices and the number of people employed for the period from 1993-94 to 2006-07. The necessary
data are collected from Reserve Bank of India website

Empirical Findings:

The findings of the ADF unit root test are presented in Table 6. The results favor non-rejection of the null
hypothesis that there exists unit root in the time-series of production and employment in small scale industries.
Neither of the test statistics is statistically significant. This is so because stationarity requires statistical
significance of the test statistic. It can, therefore, be said that the time-series of number of small-scale units,
their production and employment therein have unit root. In other words, the time-series are non-stationary in
nature. This makes the growth performance of the enterprises unstable in the long-run.

mble 6: Results of Unit Root Test
Variable 1 ADF PP DF-GLS
] =2 L=3 L=AIC I L=3 L=MAIC
Units -1.556 | -1.529 -1.577 (1) -1.744 0.388 (1)
| Production 221 | 2257 | 2260(1) 2.174 0.686 (1)
| Employment 1319 [ -1 )L)()L -L513 (1) -1.144 0.353 (3)

Figures in the parentheses indicate the respective lag length.

The same can be said for the results of the PP as none of the test statistic is statistically significant
(Table 6). In other words, the results of the PP test validate the findings of the ADF test. [n case of the DF-GLS
test. on the other hand, the test statistics are positive for all the variables considered. A positive test statistic

though is a theoretical possibility, rules out the likelihood of stability of the respective time-series. This
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means that the DF-GLS test also confirms that the time-series of number of units, production and employment
of the SSEs are explosive and non-stationary, and therefore, will diverge from equilibrium over the period of
time,

4 Summary and Policy Suggestions

Hence, while the deregulatory policy measures of the 1990s and the resultant changes in the business
environment have made industrial competitiveness as the halimark of the survival and growth of the domestic
firms, the SSEs are yet to be accustomed to these new business conditions. The average rate of growth of
number of small scale units, their production and employment therein have declined in the post-reform era.
Further, when seen in a long-run perspective, it is also found that the time-series of number of units, production
and employmentof the small scale industries in India have unitroot and hence are non-stationary. This makes
the time paths diverging from the equilibrium over the period of time. In other words, growth performance of
the SSEs is observed to be unstable in the long-run.

The Government has taken various measures from time to time to enhance productivity, efficiency
and competitiveness of the SSEs. For example, a number of exemptions and privileges to these enterprises
have been enlisted in the comprehensive policy package of 2000. Further, the National Commission on
Enterprises in the Unorganized/Informal Sector has been set up in September 2004 to recommend measures
for improvement in productivity of the SSEs, linking up the SSEs to institutional framework in the areas like
credit, raw material supply, infrastructure, technology upgradation, marketing facilities, skill development,
etc. Some other policy measures include increase in investment limit, enhancement of composite loan limit,
formulation of “Promotional Package for Small Enterprises”, etc.

The aforesaid measures are aimed largely at proving greater and easy access to materials, credit and
technology and hence may not be enough for stable growth of these enterprises in the long run, particularly,
considering the various problems of these enterprises like poor and obsolete technology, inadequate attention
to research and development, strategic/managerial incompetency, inadequate demand and other marketing
problems, infrastructure constraints, etc. In other words, a comprehensive policy framework for the SSEs
should also include the following measures to make the growth path of these enterprises stable in the long-
run:

Greater innovative Efforts:

In the present era of extensive competition, the SSEs desperately need technology innovation to
improve the quality of their products and reduce the cost of production and hence prices. But, despite giving
priorities and introducing a number of supportive measures in this direction since the early 1980s, the
technology strategies of the SSEs still rely heavily on technology transfer rather than promoting in-house
innovation. Although a few firms are informally engaged in in-house R&D being driven by competitive
pressure, customer needs and technological change, these enterprises spend only around 1 percent of their

revenue for this purpose. Furthermore, while existence and growth in the long run require development of
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new products and processes, the innovative efforts of these SSEs centre mainly around quality/product
performance, solving common problems and changing product shapes/designs/dimensions to succeed in
the short-run.

it may, therefore, be suggested that ‘ Technology Pool’ should be developed in the state-sponsored
research laboratories and research institutes in different regions of the country with active participation of
the SSEs in the process of technological development. This should be accompanied by necessary technical
expertise and effective system for dissemination of information on available technologies. There should also
be intermediary organizations/agencies to bridge the gap between the developers and the users. Such efforts
will not only help the SSEs to become aware of developments on technology front but also to source
necessary technologies easily and apply them successfully.

Building up Strategic Competencies:

Many of the enterprising efforts in the small-scale sector fail because of their lack of necessary
strategic competencies. Competitive business environment requires traditional managerial knowledge and
skills to be attuned to the new environment, systems, technologies and competition on regular basis.
Competitiveness of an enterprise, to a large extent depends on its operational efficiency and strategies. While
operational efficiency helps a firm to run the same race faster, strategies are important to choose to run a
different race successfully. In other words, operational efficiency assures short-term success, whereas
strategies matter to succeed in the long run.

Hence, formulation and implementation of appropriate strategies are necessary for creating competitive
advantages (either through cost advantage, or through differentiation advantage or both) for the SSEs and,
therefore, as in the large firms, the entrepreneurs and/or managers of these enterprises should be capable
enough to deal with the strategic issues. In order to develop such capabilities, state sponsored training
programmes and workshops should be organized on regular basis with the professionals and experts from the
relevant fields being the resource persons to guide the entrepreneurs and/or the managers towards formulating
as well as implementing appropriate strategies.

Developing Sub-Contractual Linkages

‘Subcontracting’ refers to the contract by which a larger firm (prime contractor) makes contract(s)
with another firm called subcontractor to do work that the prime contractor assigns to do. Apart from marketing
their products through the marketing network of the large firms, such relationships help the SSEs in sourcing
technology and managerial expertise from the large enterprises. Besides, the nodal large enterprises can also
pressurize the small firms to maintain specific standards of production quality.

In India, sub-contractual linkages exist in the industries like drugs & pharmaceuticals, yarn, dyes,
textile weaving, etc. where industry structure represents bimodality in the size distribution of firms. But, more
and more SSEs should be guided towards developing such sub-contractual linkages with the larger ones,

especially. in the areas of processed foods, biscuits, garments, home appliances, etc. where the market is split
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between the small and large firms with enhanced possibilities for the SSEs-to produce as sub-contractors or
on contract basis to large marketing and assembly industries with national and regional brands.

However, successful sub-contractual linkages between the large firms and the SSEs, particularly
with the rural ones require development of necessary infrastructure facilities in addition to a certain level of
development of small-scale metal and engineering industries. Emphasis should also be put on developing
linkages between rural SSEs and the large firms. Besides, while the role of development agents is very crucial
for such linkages, be it business or production or both, increase in facilities and level of skills are also urgent
for worthwhile and substantial subcontracting to take place.

Setting up Industrial Clusters

During the last three decades or so, place bound industrial clusters are considered major sources of
growth of the SSEs in many of the developing countries. In India too, there are large number of industrial
clusters in several parts of the country, such as pump manufacturing cluster of small firms in Coimbatore and
Rajkot, knitwear cluster in Tirupur, etc. The policy framework for SSEs should provide necessary infrastructure
facilities and other incentives for developing more of such industrial clusters. The advantages of these
clusters arise from low transaction costs as a result of high linkages network, joint action and combination of
competition and cooperation. They may also be expected to help the SSEs to utilize local level resources and
expertise optimally and to overcome the disadvantages of ‘smallness’ and become innovative and competitive.
Growth through Mergers and Acquisitions:

A small firm can grow either internally (i.e., growth on own without joining hands with other
enterprises) or externally (i.e., growth by joining hands with others) or both internally and externally. While
expansion and diversification are major forms of internal growth strategies, external growth can take place in
the form of joint-venture, mergers, acquisitions, sub-contracting, and franchising. In the context of the spate
of mergers and acquisitions (M&A) in the Indian corporate sector since the early 1990s, role of such strategies
for external growth of the SSEs should be seriously examined. The rationale for M& A for growth of the SSEs
can be seen in the context of their role in achieving economies of large scale production and hence lower
average cost of production and developing vertical linkages among the firms to have easy access to inputs
and greater market penetration. Besides, M&A can also help the SSEs in developing strong information
network for markets of both inputs and outputs, which these enterprises largely lack.
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Economics of Baluchari Handloom Product of

Bishnupur Town in Bankura District of West Bengal

Chittaranjan Das’

Baluchari sharee, a product of exclusive design and fabulous weaving technique, reflects the
cultural heritage of India. The present note examines the economics of baluchari handloom units
working under different production organizations, namely independent, tied and cooperative in
Bishnupur town of West Bengal and analyses the factors that explain the survival of the industry.

1. Introduction

The Arthashastra mentions that silk weaving in Bengal exists from the ancient times. Silks of Bengal
were much acclaimed the world over since ancient times. The most well known Bengal silk sharee that carries
its popular name is Baluchari sharee ~ a production of exclusive design and fabulous weaving technique.
The Baluchari sharee is native to the village called Baluchar in Murshidabad of Bengal. It was way back in
1704 A.D that the first baluchari weaving took place. In the eighteenth century, Mursidkuli Khan, Nawab of
Bengal patronized its rich weaving tradition and baluchari flourished from that time onwards. But this
flourishing trend later declined, specially during the British rule, due to political and financial reasons and it
became a dying craft as most of the weavers were compelled to give up the profession. Later in the first half
of twenth century, Subho Thakur, a famous artist, felt the need of recultivating the rich tradition of baluchari
craft. Though Bishnupur was always famous forits silk, he invited Akshay Kumar Das, a master weaver of
Bishnupur to his centre to learn the technique of jacquard weaving,. Sri Das then went back to Bishnupur and
worked hard to weave baluchari on their looms. At one stage no gold or silver thread was used in the making
of the fabric. The important feature is the white outlining of the motifs like animals, vegetation, miniscule
images of human beings, vignettes from the Ramayana, marriage processions, brides in palanquins, horse
riders ethnic musicians to name a few. Nowadays baluchari style sharees are woven using highly mercerised
cotton thread and silky threadwork ornament in bold colors. The cloth is very fine with a soft drape A revival
in recent time of both the baluchari and another outstanding traditional Bengal sharee — “Daccai” has led to
nation wide and world wide popularity and interest in Bengal silks. Like silks cotton sharis are also woven in
a fascinating and exquisite range.

The unique feature of baluchari sharees was the combination of animal and bird motifs incorporated
in floral and paisley decorations while other motifs included hunters on horses, elephants, and scenes from
the Nawab's court. The silk yarn used for baluchari saris was not twisted and so had a soft and heavy

* Research Scholar of Economics with Rural Development, Vidyasagar University, Midnapore, West Bengal and Senior
Lecturer of Commerce, V.S. Mahavidyalaya, Manikpara, Paschim Medinipur, West Bengal.

(93)



Vidyasagar University Journal of Economics

texture. Limited ground colours were used, which were permanent in nature and retain their freshness even
after so many years.

It retlects the cultural heritage of India. Baluchari handloom products are not only piece of decoration
but also a source of livelihood to several numbers of artisans, middlemen and traders etc. Baluchari handloom
product and its production process are friendly to the environment. It uses the ideal working capacity of
household women workforce without hampering their household chores. It still plays a very important role in
the economy of a group of people who belong to the particular caste and are involved in production of
baluchari product by generation of employment and income in Bishnupur town.

Bishnupur is a medium size town having population of 61947 as per 2001 Census. It has a good
cultural and social tradition of renown in the tourist map and history of India.

Against this brief historical backdrop the present note sets the following objectives for itself.
Objectives of the Study

The objectives of the study are as follows:

1) To examine the economics of baluchari handloom units under different production organizations

of the industry, namely independent, tied to mahajan and cooperative, and

iv) To analyse the factors which explain the survival of this industry.

Methodology

We selected randomly twenty bafuchari handloom household units from each organization of
production. The relevant data on employment, capital, production, and profit were collected from the sample
units. The reference period of the study is 2008. Simple statistical tools like mean, standard deviation and

coefficient of variation have been used to analyse the data.

2. Economics of Baluchari Manufacturing
The baluchari is an unorganized craft product and the discussion on its economics starts with
that of the labour process of the industry.

Labour Process of Baluchari sharee

Marx discussed the labour process, the activity of production, in general terms as a process of
producing use values (Brewer, 1984) and analyzed the labour process ‘findependently of the particular form
it assumes under given social conditions” (Marx, 1867: 173). He defines labour process as “human action with
a view to the production of use-values, appropriation of natural substances to human requirements; it is the
necessary condition for effecting exchange of matter between man and nature” (Marx, 1867). To him, the

labour process is not a peculiarity of capitalism; it is a basic inevitable condition for human existence. Human

* See Singh (1990), The Political Economy of Unorganised Industry,P.20.
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beings, having imagination, interact with material world in a purposive way so that their imagination is
reflected in an object at the end of every labour process. The labour process is composed of three elements?:
(a) personal activity of man, that is work itself, (b) the subject of that work (raw materials), and (c) the
instruments of labour (Marx, 1878). This is abstract of the labour process. The labour process should here be
rightly called the social labour process because the knowledge of the processes is part of social tradition
(Childe, 1964).

The labour process of Baluchari can be divided into four stages

i) Cultivation of cocoons:- Since the discovery so many years ago the fibre or filament composing
the cocoon of the silkworm is constructed into a beautiful and durable fabric, silkworm is bred
for the sole purpose of producing raw silk. '

ii) Processing of yarns:- To make the yarn soft it is boiled in a solution of soda and soap and then
dyed in acid colour, according to the requirement of the sharee. The yarn is stretched from both
the sides in opposite directions putting some force with both palms. This process is needed to
make the yarn crisper.

iii) Motif making:- Making of the motifs for ‘pallavs’ and other part of baluchari is in itself an
intricate process. The design is drawn on a graph paper, it is coloured and punching is done
using cards. After punching, these cards are sewed in order and fixed in the jacquard machine.

iv) Weaving:- After jacquard loom has been introduced, weaving of a baluchari sharee takes five
to six days to get completed. The special features of baluchari weaving that the shuttle is
thrown by weaver’s hand and two weavers work on a loom on shifting basis of four hours and
generally the total operating hours of a loom is sixteen hours per day . Different types of labour
are engaged in different phases of production of baluchari.

Baluchari thus prepared becomes the sign of aristocracy, the attire of status. Maintenance of
quality of baluchari sharee is taken care of precisely. The quality is checked from the stage of
dying of the yarn to the packaging of the sharee.

Employment

Baluchari constitutes petty commodity production which involves small number of workers. The
number of workers engaged in this industry is classified into three categories — (i) 1-3 workers, (ii) 4-5 workers
and (iii) workers above 5. Distribution of baluchari silk sharee units by number of persons engaged shows
that 40 percent of the baluchari silk sharee producing handloom very tiny units belong to the first category
employing number of workers ranging from 1 to 3 whereas 33 percent tiny units belong to the second
category employing number of workers ranging from 4 to 5 and the rest 27 percent small units belong to the
third category employing number of workers more than 5 in Bishnupur town. Distribution of baluchari silk
sharee units by both number of persons erﬁployed and type of production organization shows that most of

the independent units ( 55 per cent) belong to the second category employing 4 to 5 workers while most of the
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units under cooperative belong to the first very tiny category engaging I to 3 workers. 50 per cent of the tied

uuits belong to this category in respect of workers engaged (Table 1).
Table 1 Distribution of Handloom Units by Number of Workers and by Type of Production Organization

: Organization Number of units by number of persons employed TO?; :rlllil:;ber

T‘L I[tod 4105 f Aboved

TA Independent 0(0.00) 11(55.00) 9(45.00) 20(100)

) Cooperative 14(70.00) 2(10.00) 4(20.00) 20(100)

. Tied to Mahajan 10(50.00) | 7(35.00) 3(15.00) 20(100)

i 24(40.00) | 20(33.33) 16(26.67) 60(100) |

Sowrce: Field Survey Note: Parentheses represent percentage share

Most of the very tiny units producing baluchari sharee work with family labour and hence number
of hired workers is very low or even zero. Distribution of baluchari silk sharee units by number of hired
workers and by type of production organization shows that 53 percent of the total sample units does not
employ hired worker, 37 percent units employ number of hired workers ranging from | to 2 and the rest only
10 percent small units employ number ot workers more than 2 in Bishnupur town. Distribution of baluchari silk
sharee units by number of hired workers and by type of production organization shows that most of the
independent units (45 per cent) belong to the second category employing | to 2 hired workers while most of
the units under cooperative (55 per cent) and tied (80 per cent) belong to the first very tiny category does not
employ hired worker. Only 30 percent independent units belong to the third category employing number of
hired workers more than 2 (Table 2).

Table 2 Distribution of Handloom Units by Number of Hired workers Employed and by Type of Production
Organization

Number of units by number of hired workers } Total
Creanization _— " : : , 5 number
: (VA 1to2 Above 2 of Units
! Independent 5(25.00) | 9(45.00} 6(30.00) 20(100)
Cooperative 11(55.00) L 9(45.00) L 0(0.00) 20(100)
Tied to Mahajan 16(80.00) |  4(20.00) 0(0.00) T 20(100)
Total 32(53.33) ] 22(36.67) | 6(10.00) | 60(100) |

Source. Field Survey Note: Parentheses represent percentage share

The artisans are mostly engaged in this industry throughout the year. The number of working days
i the year is classified into three categories ~ (i) upto 300 working days, (i) 301 to 325 working days and
{it)working days above 325. Distribution of baluchari silk sharee units by number of working days in the
year shows that 8 percent of the haluchari silk sharee producing handloom units belong to the first category
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having number of working days upto 300 days whereas 43 percent units belong to the second category
having number of working days ranging from 301 to 325 and the rest 48 percent units belong to the third
category having number of working days more than 325 in Bishnupur town. Distribution of baluchari silk
sharee units by both number of working days in the year and type of production organization shows that
most of the independent units ( 50 per cent) belong to the second category having working days ranging from
301 to 325 while most of the units under cooperative belong to the third category having number of working
days more than 325. 50 per cent of the tied units belong to this category having number of working days more
than 325 (Table 3). '

Table 3 Distribution of Handloom Units by Average Working Day in the Year and by Type of Production
Organization

Number of units by number of working days in the year Total number Average .
. . 0
Organization . working|CV (%)
Up to 300days | 301 days to 325 days| Above 325 days of units day
Independent 02 (10) 10(50) 08(40) 20(100) | 325.2 | 3.57
Cooperative 00(0) 09(45) 11(55) -20(100) | 329.40 | 2.50
Tied to Mahajan|  03(15) 07(35) 10(50) 20(100) | 325.80 | 4.01
05(8.33): 26(43.33) 29(48.33) | 60(100) |326.80| 3.41

Source: Field Survey Note: Parentheses represent percentage share

Capital

Small amount of fixed capital is invested in Baluchari units. The amount of fixed capital invested in
this industry is classified into three categories — (i) upto Rs 35,000, (ii) above 35,000 but below Rs 50,000 and
(iii) fixed capital above Rs. 50,000. Distribution of baluchari silk sharee units by amount of fixed capital
investment shows that 60 percent of the baluchari silk sharee producing handloom very tiny units belong to
the first category invested amount of fixed capital up to Rs 35,000 whereas 10 percent tiny units belong to the
second category invested amount of fixed capital more than Rs 35,000 but below Rs. 50,000 and the rest 30
percent small units belong to the third category invested amount of fixed capital more than Rs. 50,000 in
Bishnupur town. Distribution of baluchari silk sharee units by both amount of fixed capital used per unit and
type of production organization shows that most of the units under cooperative (60 per cent) and units tied
to mahajan (85 per cent) belong to the first category invested amount of fixed capital up to Rs 35,000 while
most of the independent units belong to the third small category invested amount of fixed capital more than
Rs 50,000 (Table 4).
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Table 4 Distribution of Handloom Units by Amount of Fixed Capital Used Per unit and by Type of

Preduction Organization (Rs. 000)
{ Oreanization 'Number of units by amount of fixed capital used per unit nglts(l: ) Avergge Fixed| CV
L Up to 35 35.1t0 50 Above 50 o Capital (Rs.) | (%)
of units
Independent 7(35.00) 4(20.00) 9(45.00) 20(100) 54.72 46.86
r Cooperative 12(60.00) 2(10.00) 6(30.00) 20(100) 44.95 35.82
Tied to Mahajan 17(85.00) 0(0.00) 3(15.00) | 20(100) 38.05 30.17
36(60.00) 6(10.00) 18(30.00) [ 60(100) | 4591 A2.75)

Source: Field Survey Note: Parentheses represent percentage share
Capital intensity

Fixed capital intensity is measured by the ratio of fixed capital to the number of labourers emploved
in the manufacturing units.! Capital intensity in baluchari industry is very low as in other traditional industries?.
The amount of capital intensity in this industry is classified into two categories — (i) Upto Rs 17, 000 and (ii)
Above Rs 17,000.Distribution of baluchari silk sharee units by amount of fixed capital investment per worker
shows that 58 percent of the total sample units belong to the first category having amount of fixed capital
investment per worker of Rs 17000 or below and the rest only 42 percent units belong to the second category
having more than Rs 17000 as fixed capital investment per worker in Bishnupur town. Distribution of baluchari
silk sharee units by both amount of fixed capital investment and type of production organization shows that
most of the independent units { 70 per cent) belong to the second category having amount of fixed capital per
worker more than Rs 17,000 while most of the units under cooperative belong to the first category having
amount of fixed capital investment upto Rs. 17,000. 75 per cent of the tied units belong to this category in
respect of amount of fixed capital investment . Amount of average fixed capital invested per worker registers
highest (Rs. 17539) in case independent organization followed by cooperative and tied organizations ( Table
5).
Table 5 Distribution of Handloom Units by Amount of Fixed Capital used per worker and by Types of

Production Organization

| Oreamisation Number of Units by amount o‘f fixed capital used per worker nzg]tgélrr Average Fixed Cy
= Upto Rs 17, 000 Above Rs 17,000 of Unis Capital (Rs.) |(%)
Independent 6(30) 14(70) 20(100y 17538.75 |5.96
Cooperative 14(70) 6(30) 20(100) 16693.75 |5.92
Tied to Mahajan 15(75) 5(25) R20(100y 16612.50 UK.97
35(58.33) 25(41.67) 60(100* 16948.33  6.09

Source: Field Survey Note: Parentheses represent percentage share

' See also Q.K. Ahmad & M.U.Ahmad (1985), “ Areview of Rural Non-Farm Economic Activities in Bangladesh”
in Mukherjee & Lim (ed), Development and Diversification of Rural Industries in Asia. APDC, pp. 86-87.
*R. 1slam (1987) Rural Industrialization and employment in Asia, ILO-ARTEP, pp.10-11
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Total capital intensity is also small in the units as fixed capital is a major part of total capital. It is
measured by the ratio of total capital to the number of labourers employed in the manufacturing units. The
amount of capital intensity in this industry is classified into two categories — (i) Upto Rs 26, 000 and (ii) Above
Rs 26,000.Distribution of baluchari silk sharee units by amount of fixed capital per worker shows that 65
percent of the total sample units belong to the first category having amount of total capital investment
amounted to Rs 26,000 or below per worker and the rest 35 percent units belong to the second category
having amount of total capital investment more than Rs 26000 per worker in Bishnupur town. Distribution of
baluchari silk sharee units by both amount of total capital investment and type of production organization
shows that most of the independent units (65 per cent) belong to the second category having amount of fixed
capital per worker more than Rs 26,000 while most of the units under cooperative belong to the first category
having amount of total capital investment upto Rs 26,000. 85 per cent of the tied units belong to this category
in respect of amount of total capital investment. Amount of average total capital investment per worker
registers highest (Rs. 26,632) in case independent organization followed by cooperative and tied organization
(Table 6).

Table 6 Distribution of Handloom Units by Value of Total Capital (K) per Worker and by types of Production
Organization

Organization Number of Units by amount of total capital used per worker n’g::;if Aver age Total CV
Upto Rs.26,000 Above Rs 26,000 of units | C2PIRl Rs) | (%)

‘ Independent 7(35) 13(65) 20(100) 26632 6.95
| Cooperative 15(75) 5(25) 20(100) 24693 7.53
Tied to Mahajan 17(85) 3(15) 20(100) 24488 6.01
39(65.00) 21(35.00) 60(100) 25271 7.77

Source: Field Survey Note: Parentheses represent percentage share

Output

Most of the baluchari silk sharee units produce small annual value of output. The annual value of
output is classified into three categories — (i) up to Rs 2.5 lakh, (ii) Rs 2.51 lakh to Rs 4.0 lakh and (iii) above
Rs. 4.0 lakh. Distribution of baluchari silk sharee units by amount of annual value of output shows that 50
percent units of the total sample units (60) belong to the first category having annual value of output
amounting to Rs. 2.5 lakhs and less, whereas 27 per cent units belong to the second category having annual
value of out put amounting more than Rs 2.5 lakhs to Rs 4 lakhs and rest 23 per cent belong to the last
category having annual value of out put amounting more than Rs 4 lakhs in Bishnupur town. Distribution of
baluchari silk sharee units by both annual value of out put and type of production organization shows that
40 per cent of the independent units belong to the third category having annual value of out put amounting
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more than Rs 4 lakhs while most of the units under cooperative (55 per cent) belong to the first category
having annual value of out put amounting to Rs 2.5 lakhs and less. 65 per cent of the tied units belong to this
category in respect of amount of annual vatue of out put. Estimated average annual value of output (Vo) per
unit is highest Rs. 391637 in case of independent units followed by cooperative units and tied units (Table 7).

Table 7 Distribution of Handloom Units by Value of Output per Unit and by types Production

Organization
Organization Number of units by value of output per unit Total |Average Vo| CV (%)
Up to Rs2.51 lakh |Above Rs. 4.0 lakh| number (Rs.)
! Rs 2.5 lakh to of units
! Rs 4.0 lakh
Independent 6(30) 6(30) 3(40) 20(100) 391637 46.68
Cooperative 11(55) 4(20) 5(25) 20(100) | 292450 45.76
Tied to Mahajan 13(65) 6(30) 1(5) 20(100) 241411 38.71
30(50.00) 16(26.67) 14(23.33) 60(100) | 308499 49.47

Source: Field Survey Note: Parentheses represent percentage share

Value Addition

Most of the baluchari silk sharee units produce also small annual value added. The annual value
value addition is classified into three categories — (i) upto Rs 1.25 lakh, (ii) Rs 1.26 to Rs 2.5 lakh and (iii)
above Rs 2.5 lakh. Distribution of baluchari silk sharee units by amount of annual value added shows that 37
percent units of the total sample units (60) belong to the first category having annual value added amounting
toRs. 1.25 lakhsand less, whereas 45 per cent units belong to the second category having annual value added
amounting more than Rs1.25 lakhs to Rs 2.5 lakhs and rest 18 per cent units belong to the last category having
annual value added amounting more than Rs 2.5 lakhs in Bishnupur town. Distribution of baluchari silk
sharee units by both annual value added and type of production organization shows that most of the
independent (60 per cent) units belong to the second category having annual value of output amounting
more than Rs 1.25 lakhs while most of the units under cooperative (50 per cent) belong to the first category
having annual value of out put amounting to Rs 1.25 lakhs and less. 55 per cent of the tied units belong to this
category in respect of amount of annual value added. Estimated average annual value added (Va) per unit is

highest Rs. 217544 in case of independent units followed by cooperative units and tied units (Table 8).
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Table 8 Distribution of Handloom Units by Annual Value Added (Va) Per Unit and by Type of Production
Organization

Organization Number of units by amount of value added Total number| Average| CV
of units (Va) | (%)
Upto Rs 1.25 lakh[Rs 1.26 to Rs 2.5 lakh{Above Rs 2.5 lakh (Rs.)
Independent 1(5) 12(60) 7(35) 20(100) [ 217544 47.69
Cooperative 10(50) 7(35) 3(15) 20(100) 160847 U45.7
Tied to Mahajan 11(55) 8(40) 1(5) 20(100) 132776 138.71
All 22(36.67) 27(45.00) 11(18.33) 60(100) | 170389 [50.23

Source: Field Survey Note: Parentheses represent percentage share
Income:

Most of the artisans’ monthly income is low from this industry. The artisans’ monthly income in this
industry is classified into three categories — (i) upto Rs 4000, (ii) Rs 4001 to Rs 4500 and (iii) above Rs 4500.
Distribution of baluchari silk sharee units by amount of monthly income from this industry shows that 40
percent units of the total sample units (60) belong to the first category having monthly income per artisan
amounting to Rs. 4,000 and less, whereas 30 per cent units belong to the second category having monthly
income amounting more than Rs 4,000 to Rs 4,500 per artisan and rest 30 per cent units belong to the last
category having monthly income amounting more than Rs 4,500 per artisan in Bishnupur town. Distribution
of balucharisilk sharee units by both monthly income per artisan and type of production organization shows
that most of the independent (85 per cent) units belong to the third category having monthly income per
artisan amounting more than Rs 4,500 while most of the units under cooperative (55 per cent) belong to the
first category having monthly income per artisan amounting to Rs 4,000 and less. 60 per cent of the tied units
belong to.this category in respect of monthly income per artisan. Estimated average monthly income generated
per artisan from this industry is highest Rs. 5886 in case of independent units followed by cooperative units
and tied units (Table 9).

Table 9 Distribution of Handloom Units by Average Monthly Income per Weaver (30days of 8 hrs) from

Handloom Weaving and by Type of Production Organizations (Rs)
Organization | Number of units by monthly income per weaver Total |Average (Rs.) CV (%)
Upto 4000 | 4001t0 4500 | Above 4500 | number
of units
Independent 01(5) 02(10) 17(85) 20(100) 5886 15.51
Cooperative 11(55) 08(40) 01(5) 20(100) 3853 15.61
Tied to 12(60) 08(40) 00(0) 20(100) 3758 13.84
Mahajan
24(40.00) 18(30.00) 18(30.00) 60(100) 4499 27.35 |

Source: Field Survey Note: Parentheses represent percentage share
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Labour productivity:

Labour productivity is measured in terms of (i) value of output (Vo) per man-day (md) and (ii) value
added (Va) per man-day (md), i.e., Vo /md and Va/md. Nost of the independent units produce higher value of
ot The amount of annual value of output per man-day (Vo/md) in this industry is classified into two

-

rories - (i) upto Rs. 250 and (ii) above Rs 250. Distribution of baluchari silk sharee units by amount of

sanual value of output per man-day (Vo/md) shows that 42 percent units of the total sample units (60) belong
10 the Tirst category having annual value of output per man-day (Vo/md) amounting to Rs. 250 and less,
o hereas rest 58 per cent units belong to the second category having annual value of out put per man-day (Vo/
s amonnting mere than Rs 250 in Bishnupur town. Distribution of baluchari silk sharee units by both
aniaal value of out put per man-day (Vo/md) and type of production organization shows that most of the
imdopendent (83 per cent) units belong to the second category having annual value of out put per man-day
{vomd) amounting more than Rs 250 while 50 per cent of the units under cooperative belong to each of the
category having annual value of out put per man-day (Vo/md) amounting to Rs 2.5 and less and more than Rs.
230. 60 per cent of the tied units belong to the first category in respect-of amount of annual value of out put
per man-day (Vo/md) amounting to Rs 2.5 and less. Estimated average annual vatue of output per man-day
{Vo/md) is highest (Rs. 278) in case of independent units followed by cooperative units and tied units (Table
10).

Table 10 Distribution of Handloom units by Value of Output per Man-day (Vo/md) and by Type of Production

Organizations

: . Number of units by value of output per manday (Rs) Total Averag | cv

¢ Orvanization number o

| Up to Rs. 250 Above Rs 250 of units | (RS | (%)

; Independent 3(15) 17(85) 20(100) 278 9.33

- Cooperative 10(50) 1 10(50) 200100y | 252 10.59 |
;(Ticd to Mahajan) 12(60) 8(40) 20¢100) | 249 | 10.25
L_ ' | 25(41.67) 35(58.33 60(100) | 260 | 11.07

Sowrce: Field Survey  Nofte: Parentheses represent percentage share

Most of the independent units produce higher value addedthan tied and cooperative units. The
annual value added per man-day (Va/md) in this industry is classified into two categories — (i) upto Rs, 150
and (i1) above Rs 150. Distribution of baluchari silk sharee units by amount of annual value added per man-
day (Vasmd) shows that 63 percent units of the total sample units (60) belong to the first category having
annual value added per man-day (Va/md) amounting to Rs. 150 and less, whereas rest 37 per cent units belong
fo the second category having annual value added per man-day (Va/md) amounting to more than Rs 150 in
Bishnupur town. Distribution of baluchari silk sharee units by both annual value added per man-day (Va/md)
and tvpe of production organization shows that most of the independent (70 per cent) units belong to the

second category having annual value added per man-day (Va/md) amounting more than Rs 150 while most of
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the units under cooperative (75 per cent) belong to the first category having annual value added per man-day

(Va/md) amounting to Rs 150 and less. 85 per cent of the tied units belong to this category inrespect of annual
value added per man-day. Estimated average annual value added per man-day (Va/md) is highest (Rs. 155) in
case of independent units followed by cooperative units and tied units (Table 11).

Table 11 Distribution of Handloom units by Value added per man-day (Va/md) and by Type of

Production Organizations
[ Number of units by value added per manday (Rs) Total Average ]
Organization ’ number g lev (%)
© Up-to Rs.150 Above Rs 150 of units (Rs)
Independent 6(30) 14(70) 20(100) 155 12.95
Cooperative 15(75) 5(25) 20(100) 139 10.59
Tied to Mahajan 17(85) 3(15) 20(100) 137 10.25
38(63.33) 22(36.67) 60(100) 144 12.58 |

Source: Field Survey Note: Parentheses represent percentage share
Capital Productivity:

Capital productivity is measured in terms of value of output (Vo) or value added (Va) per unit of fixed
capital (Fk) has been shown in table 12 and 13. The amount of annual value of output per unit of fixed capital
(Vo/Fk) in this industry is classified into three categories — (i) upto Rs. 6, (ii) Rs 6.1 to 7 and (iii) above Rs 7.
Distribution of baluchari silk sharee units by annual value of out put per unit of fixed capital (Vo/Fk) shows
that 31 percent units of the total sample units (60) belong to the first category having annual value of out put
per unit of fixed capital (Vo/F k) amounting to Rs. 6 and less, whereas 31 per cent units belong to the second
category having annual value of out put per umt of fixed capital (Vo/Fk) amountihg more than Rs 6 to Rs 7 and
rest 37 per cent units belong to the third category having annual value of out put per unit of fixed capital (Vo/
Fk) amounting to more than Rs 7 in B.ishnupur town. Distribution of baluchari silk sharee units by both
annual value of out put per unit of fixed capital (Vo/Fk) and type of production organization shows that most
of the independent (60 per cent) units belong to the third category having annual value of out put per unit of
fixed capital (Vo/Fk) amounting to more than Rs 7 while most of the unitsunder cooperative (75 per cent)
belong to the first category and the second category having annual value of output perunit of fixed capital
(Vo/Fk) amounting less than Rs 7. Fifty per cent of the tied units belong to the first category in respect of
annual value of out put per unit of fixed capital. Estimated average annual value of output per unit of fixed
capital (Vo/Fk) is highest (Rs. 7.19) in case of independent units followed by cooperative units and tied units

(Table 12).
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Table 12 Distribution of Handloom units by Value of Qutput per Unit of Fixed Capital (Vo/Fc) and by Type of

Production Organizations

Number of units by Vo/Fc (Rs) ' Total i )
Lireanization Up to Rs.6.1 to Above number Av(;r:)ge CV (%)
N Rs.6 Rs. 7 Rs. 7 of units )
7 Independent 1(5) 735) 12(60) 20(100) 7.19 5.96
t Cooperative 340 7(33) S5(25) 200100) 6.40 19.44
Ciied v Mahajan 10(50) 5(25) 5(25) 200100y 33 23.95
: 19(31.33) 19(31.33) 22(36.67) 60(100) 6.64 18.79

Sowrees Field Survey  Note: Parentheses represent percentage share

Thie annual value added per unit of fixed capital {Va/Fk) in this industry is classified into three
categories - (i) upto Rs. 3, (ii) Rs3.] to 4 and (iit) above Rs 4. Distribution of baluchari silk sharee units by
amount of annual value added per unit of fixed capital (Va/Fk) shows that 20 percent units of the total sample
units (60) belong to the first category having annual value added per unit of fixed capital {Va/Fk) amounting
to Rs. 3 and less, whereas 40 per cent units belong to the second category having annual value added per unit
of fixed capital (Va/Fk) amounting more than Rs 3 to Rs 4 and rest 40 per cent units belong to the third
category having annual value added per unit of fixed capital (Va/Fk) amounting more than Rs 4 in Bishnupur
rowa, [istribution of baluchari silk sharee units by both annual value added per unit ot fixed capital (Va/Fk)
and type of production organization shows that most of the independent (70 per cent) units belong to the
third category having annual value added per unit of fixed capital (Va/Fk) amounting more than Rs 4 while
most of the units under cooperative (50 per cent) belong to the second category having annual value added
per unit of fixed capital (Va/Fk) amounting more than Rs 3 to Rs. 4. 75 per cent of the tied units belong to the
first and second category in respect of annual value added per unit of fixed capital (Va/Fk). Estimated annual
value added per unit of fixed capital (Va/Fk) is highest (Rs. 3.99) in case of independent units followed by
cocperative units and tied units (Table 13).

Now, we explain the variation in labour and capital productivity across production organisation.
{apital intensity of independent units is higher than that of the cooperative units and tied units. So, there is
a positive relationship between productivity and capital intensity' . Higher the capital intensity better the
technology and hience higher productivity’. Besides, larger independent units employ hired workers on
piece rate basis so that they can avoid supervision cost. Hired workers generally want to maximize wage
vicome through the minimization of idle working hours in the form of contractual agreements. Hired workers
are veady 7 bound to accept even lower than the subsistence wage rate due to their low opportunity cost,
especiallv tn agricultural slack season. So, hired workers are getting wage rate below their contribution to the
rotal product. Petty independent, cooperative and tied units mainly depend on the household labourers and
ihese household labourers work simultaneously with other household activities and it takes normally longer

hour. Among the household workers, there is considerable participation of female and child labourers who
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have much lower opportunity cost even in the agricultural peak season. Both cooperative and tied weavers
have very little scope to produce the types of product and design of the product which has growing demand
in the market in accordance their own choice. Cooperative units are akin to tied weavers in their functioning.
Table 13 Distribution of Handloom units by Value added per Unit of Fixed Capital Used (Va/Fc) and by Type
of Production Organizations '

Organization Number of units by Va/ Fc (Rs) Total Average | CV (%)
UptoRs3 | Rs3.1toRs | AboveRs4 number (Rs)
4 of units _
Independent 1(5) 525) 14(70) 20(100) 3.99 12.58
Cooperative 5(25) 10(50) 5(25) 20(100) 3.52 19.44
Tied to Mahajan 6(30) 9(45) 5(25) 20(100) 348 23.95
12(20) 24(40) 24(40) 60(100) 3.66 19.49

Source: Field Survey Note: Parentheses represent percentage share
Profitability : .

Profitability of sample baluchari units is measured in two ways — (i) gross profit per 100 rupee of
sales and (ii) net profit per 100 rupeé sales. Gross profit= (total sales value - total paid out cost) and Net profit
= {total sales value — (total paid out cost + total imputed cost for use of own factors of production)}. Of all the
three prodliction organizations independent units represent the highest values in terms of both the indices,
followed in most cases by the tied units (Table 14 and 15).

"The gross profit ratio {GP/Sales (%)} in this industry is classified into three categories — (i) upto 35
percent, (ii) 36 to 50 per cent and (iii) above 50 per cent. Distribution of baluchari silk sharee units by gross
profit ratio {GP/Sales (%)} shows that 47 percent units of the total sample units (60) belong to the first
category having gross profit ratio amounting to 35 per cent and less, whereas 27 percent units belong to the
second category having gross profit ratio amounting more than 35 to 50 percent and rest 27 per cent units
belong to the last category having gross profit ratio amounting more than 50 percent in Bishnupur town.
Distribution of baluchari silk sharee units by both gross profit ratio and type of production organization
shows that most of the independent (80 per cent) units belong to the last category having gross profit ratio
amounting more than 50 percent while most of the units under cooperative (60 per cent) belong to the first
category having gross profit ratio amounting to 35 percent and less. 80 percent of the tied units belong to this
category in respect of gross profit ratio. Estimated gross profit ratio of this industry is highest (53.39 percent)
in case of independent units followed by cooperative units and tied units (Table 14).

! See M. Hossain (1987), “ Employment Generation through Cottage Industries: Bangladesh” in R. Islam (ed) Rural
Industrialisation and Employment in Asia, ILO-ARTEP, pp.33-34.

L size and capital intensity, and hence labour productivity, are positively related. There is no ground for this
assumption in the theory of production or of the firm. It is an empirical matter.” 1. M. D. Little, D. Mazumdar & J. M.

Page (1987), Small Manufacturing Enterprises: A Comparative Analysis of Indian and Other Economics, OUP, pp. 106
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