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1. INTRODUCTION

1.1 Relevance of the Study

A recent study on small-scale and cottage industries in Bangladesh
(RISP, 1i/79) reveals that the coir -industry lias income and employment
generating potentials. It is an important _miusiry among the rural
industrial «c» iv ties in some of the major coconut growing areas cf
the country. The study reveals that mere ait m all, 4,329 sue
industrial establishments in Swarupkali. thana” alone, which employ
NAae than 14.000 people. Furthermore, according to an estimate madr
by EPSICE/ (EPSICj 1964), the total number of small-scale and cottag
level coir establishments, as of the end of 1962, was about 10,000

in tins country employing about 39,000 people.

Unfortunately, the industry has not. bean pitpeily investigated
in any of the studies done so far. Lack of proper information poses
a serious problem to ttie formulation of policies for the development
of the industry. It has, therefore, been felt very essential that
an in-depth study of the industry should be earned out.

1 \ .
1.2 The Approach

The study has attempted to generate informal.)on on various aspects
of Lne industry with a view to improving the knowledge base for plan-
ning purposes. Identification of the problems and constraints facing
the industry and <xumination of its potentials relating to employment

and income generation are the mum aspects among the broad objectives.

vj tb thes? objectives in mind, the broad 1issues which are to
be analysed 1in this report have been piescnted iIn eight sections,
the second section dealth with the background information on o©o-_.
production. ibe treatment 1in this section 1s mainly descriptive
It deals with the meaning of the products, the location of the indus-
try with the distribution of source of raw materials, the manufacturing

processes, and the use of the products.



Survey results on employment and capital structure have been
dealt with 1in section three. Employment pattern and workers profiles
have been presented and analysed in the first part of this section,
and structure and composition of capital have been analysed iIn the

second part.

The fourth section deals with the chailactcristies of the entrepre-
neurs and the enterprises. Entrepreneurship is by far the most import-
ant Tfactor concerning the growth of the industry and its successful
operations. The factors that determine the. supply of entrepreneurship
has been attempted to analyse in this section. Moreover, some relavant
information on the survey enterprises have been put forward in this

section.

Finance and marketing have been analysed 1in section five ana
sixrespectively. Coir 1is not an organized industry in the modern
sense of the term. The proper institutional set up for financing
the industry has not yet been developed in this country. The approach
to the study of finance in this report is mainly descriptive in nature
The approach followed in the study of marketing is mainly functional
which studies marketing from the standpoint of activities or functions

such as buying, selling, and transportation of both raw materials

and finished products. Prices of the products, their market positions,
and price trends have also been analysed. Finally, the export trends
and the problems associated with the products have been analysed

towards the end of section six.

Productivity and profitability of coir industry have been dealth
with 1in section seven. Value of output, costs, output per unit of

capital, output per worker etc,, arethe main thrusts of this section.

The summary of major Ffindings andpolicy implications have been

presented in section eight.

1.3 Survey Methodology and Data

The information collected for the study falls into two categories

as follows:



(i) Sample Survey; A pre-cksigned one shot questionnaire con-
taining entrepreneurship and economic choractcristics of the industry
was administered on each of a number of selected enterprises. The

deLails of sampling will be discussed lat’r,

(ii) Non-survey Information: Information on the industry Woo
also collected from various other sources; these include published
and unpublished materials available 1In various organisations (such
as Bangladesh Small and Cottage Industries Corporation, Export Promo-
tion Bureau, and other related organisations), on-the-spot enquiries
in the coir producing centres, and personal discussions with leading

coir manufacturers, dealers, and officials.

This is a case study of the coir industry within the framework
of the Rural Industries Study Project (RISP)r A census of all indus-
trial enterprises in Swarupkali thana was taken 1iIn Phase 1 survey
of the Rural Industries Study Project. Cne of the primary justifica-
tion for including Swarupkati 1in the study is the heavy concentration
of coir industry there (RISP, 1979) However, on the basis of available
information, ocher areas which also have the concentration of this
industry have been included in this study in order to have a broader
based sample. The other areas included ar~ Tfive adjacent unions-7
under Ffive thanas, namely, Fultola and Dumuiia in Khulna district,
and Avoynagar, Keshabpur and Nonirampur in Jessore district. The
latter area is iIn the south-western part of Bangladesh. For simplicity

we call this ar_a "Khulna-Jessore zone"™ ana former area "Swarupkati',

lhe 4,329 coir enterprises recorded 111 Swarupkati in the RISP
Phasel I survey provides the sampling frame in Swarupkati for the pur-
pose of this study, A total cf 100 enterprises have been randomly

selected.

Listing of enterprises was not previously done m Khulna-Jessor>~
zone and normal procedure for sampling could not be followed. It
was, however, decided that the questionnaires would be administered
to 50 enterprises on the basis of availability of the entrepreneurs,

taking 10 from each of five unions in the zone.



Six investigators collected information from the selected 150
enterprises, usu g pie-designed questionnaires. They took about a
month (July 1979) to complete the job. They had been involved in
the R1SI PFes.:. | surv:y and it was made sur< that they properly under-
stood the con questionnaire. The entrepreneurs were cooperative;
Thu author hinis.If and the RISP lield superviser at Swarupkati super-
vised data collection. After itic questionnaires were, filled in, inter-

nal consistency of the information collect d was throughly checked.

2. BACKGROUND INFORMATION ON COIR PRODUCTION

2.1 The Coir Fibre

Coir or coconut fibre is obtained from th fibrous husk (mt.socarp)
which lies between the outer shell of the coconut and its inner kernel*
and is thus a by-pioduct of coconut production. Coir 1is relatively
shorter compared with other hard fibres. Its individual Tfibre cells
measure from 0-4 to 1.0 mm. 1in length and its staple length varies
from 15 to 35 era. It has unique resistance to the action of bacteria
and salt water and it is much less impaired by immersion in water.
It has been estimated that even after it has been immerzed m water
for about 4 months, coir loses only 35-40 p,r cent of its strength

whilt its main rival sisal fibre loses 52-59 per cent (FAO, 1969).

There are three mam types ol con fibres vyarn fibre.; brisul.
fibre, and mattress Tfibi.-* Of these, only the Tfinest and IlongeSL
variety, known as mat or yarn fibre, j suitable Tfor spinning. It
is obtained from the husks of unripe nuts, which present a low degree
of lignification, but yield an inferior quality of copra, Bristle
fibre and mattress fibre are. extracted from the husks of ripe nur.3."
bristle fibre, is coarser and thicker and mattress Tfibn is fine,

but shorter.

The colour of the coir fibre ranges from light brown to dark

brown approaching black depending on the species of coconut,, maturity



ol the nuts, time lapse between husking and ratting, mineral content:
of the soil, water of retting place and th- period of retting. Some-
times, the fibre, extracted from the husks of unripe nuts, may b

to some extent golden in colour.

2.2 The Producing Areas

Coconut is the only source of coir, and the industry therefor .,
tends to be localised in the coconut growing areas. The total ar,a
under coconut in the world has be™n estimated at about 5 million hec-
tares and the annual world production at nearly 30,000 million coco-
nuts in 1969. The coconut plant is grown widely throughout the tro-
pics, particularly in Southern Asia, Oceania, and East Africa. The
Philippines, India, Indonesia, Malaysia, and Sri Lanka are the most
important coconut growing countries of the world. Coconut palm 1is
cultivated throughout the producing countries mainly for producmO
copra fTor oil extraction and preparation of various food items. Latest
available data for coconut production of mojor producing countries

are shown in Table 1.

Not all the countries which produce coconut have developed the
coir industry. India and Sri Lanka are the major producers of coir,
It was estimated that world production of coir for the period 1964-65
amounted to seme 285-290 thousand ton annually. Of this total, more
than 91 per cent came from India and Sri Lanka, and a further 5 per

cent from Tanzania and Bangladesh.

Table 2 shows the estimated distribution of coir output iu
1964-66. The Philippines, which 1i1s the world"s biggest producer of
coconut, has only a small coir industry supplying mainly domestic
requirements, while Indonesia, the second largest producer of coconut,
no Qlonger extracts con fibre. Bangladesh produced an average of
5,8 thousand ton per annum during 1964-66, Recently established coir
industries witn a raising output exist in Thailand and Malayasia,
but none of the other major coconut gorwing countries produce more
than 500 ton of coir annually. Of the mmoi coconut producers Kenya,

the Seychelles, and Mozambique have annual output of Ffibre ranging



INFORMATION ON COCONUT PRODUCTION
PRODUCING COUNTRIES AND BANGLADESH

TABLE 1

1969

IN SOME OF THE MAJOR

Country Production Percentage ol
(million nuts) world output
1, The Philippines 8,000 26.9
2 Indonesia 5,805 19.5
3. India 5,440 18.3
4, oil Lariea 2,700 9.1
5. Thailand 1,000 3.4
6. Mexico 791 2.7
7. Malaysia 742 2.5
8. Brazli 656 2.2
9. New Guinea 634 2.1
10. Mozambique 403 1.4
11. Tanzania 300 1.0
12. Nigeria 200 0.7
13. Bangladesh 140 0.5
Sources FAO Production Yearbook, 1970, Vol. 24,
TABLE 2
ESTIMATED OUTPUT OF COIR IN PRINCIPAL PRODUCING COUNTRIES, 1964-66
(Thousand metric ton)
Country Production Country Production
India 160.0 Philippines 2.5
Sri Lanka 100.0 Kenya 2.0
Tanzania 8.5 Malayasia 1.5
Bangladesh 5.8 Seychelles 1.5
Thailand 3.0 Mozambique 1.0
Source: FAO Commodity Bulletin Series®44, Rome 1969



from 1,000 to 2,000 ton. Small quantities of coir arc also produced
in Mexico, Brazil, Jamaica, Trinidad, Colombia, Nigeria, Guinea, and

in Madagascar (FAG, 1969).

2.3 Location of the Industry in Bangladesh

In Bangladesh, coir manufacturing is mostly concentrated in two
areas of the south-western districts, i.e. Barisal, Khulna, and Jes-
sore, where more than 57 per cent of the country®"s coconut is grown.
The other places where some coir extracting is done are some urban
centres such as Dhaka, Chittagong, Narayanganj, and Feni. The con-
centration or location of the industry, in the areas mentioned, had

been governed by historical arid economic factors.

Historical:

Perhaps the most traditional coir product in this country is
mattress fibre for use iIn spring mattresses. All other types of coir
manufacturing In this country has an interesting history. Available
evidence suggests that coir manufacturing in Bangladesh first began
in Swarupkati in the district of Bar.isal. According to local people
ot Swarupkati, one Safijuddin Atosker arranged an exhibition to show
how to produce coir TFfibre and other coir products at Swarupkati High
School field around 1930, which he Jlearned during his imprisonment
period at Calcutta- (India) Jail. That created some interest among
local people of Swarupkati to take to coir production. Then in 1937,
a training workshop was arranged by Indian Cottage Industries Cropora-
tion at Swarupkati to train up the local people. But, it failed to
generate a great deal of interest in coir manufacturing among the
local people. However, some people began to produce fibre and string
for their own domestic consumption. Afterwaids, a rope TfTactory was
established at Miarhat of Swarupkati; but to feed this factory, yarns
were mainly imported from Calcutta. It may be worth noting here that
Miarhat was at that time an Important timber processing and trading
Centre; timber was collected by the local people mainly from the

— r—.i Both the timber processing industry and the boats



mploycd for collecting timber from the Sundarbans used coir rope and
cardage mainly imported from Calcutta.

After tin parti;:.ion of_ Indig in 1947. roi)e, string, and fFfibre
could not be imported from Calcutta easily. As a result, the local
people found 1t ,.n attractive proposition to produce con locallyf
and soon it begat. *o0 spread. Gradually, a 1 rge number of landless
and unemployed and underemployed people of Swarupkati engaged them-

selves In this industry, using locally evolved process of manufactur-

ing.

in 1963, EPSIC (ESCIC) established an industrial estate at Swarup-
kati to promote small-scale and cottage industries in the area. Ir.
that estate, one coir enterprise was also S"-t up. The aim of tin

plant was not only to process cojr but also to train up the local
people in this line. This helped promote con manufacturing in th_
area. By that time, coir processing also spread to cthtr coconut,

producing areas such as Khulna-Jessore zone.

Economic:

Sourc. of supply of raw materials, and markets for the Tfinished
products arc th;. two iImportant economic factors which influence th
location of industries (Balakrisna, 1946)* The location of coir indus-
try In Bangladesh can be analysed In terms of Weberian theory (Weber..
1929). Weber has classified the factors which determine industrial
location on the basis of cost of production: cost of raw materials,
cost of labour, and the cost of transportation are basic factors in
determining location. The orientation and location of the industry
therefore depend largely on the type of materials used and the nature

of their transformation in th<. process of production.

The raw material, coconut husk, has great bulk and weight com-
pared to 1its value. Processing of coir fibre needs retting of th
husks for a few months; the retted husks are heavier than green husks
and the cost of their transportation to distant places is therefore

prohibitive. Again, retting of husks needs backwaters. As such the



processing of husks into fibre tends to be located near such soaking

pits, which (xist in the coastal districts of Barisal, Khulna, and

J_ssore. In these districts, there arc TfTacilities for easy trans-
portation of tlie materials by river at costs. Besides, labour is
also available abundant in rural Bangladesh. The availability of

coconut from the plain lands, accessible good roads, canals and rivers,
the presence of backwaters and above all, the availability of che.p
labour have all contributed to the location of the industry in the

coastal districts of Bangladesh.

The Tfactors responsible for the existence of the industry in
the urban centres like Dhaka, Chittagong and Narayanganj are not all
similar to those discussed above. These urban Cv.ntres ar*~ not loc-L.ci
in the major coconut growing areas. Coconut (but not coconut husk)
is brought to these places by wholesale traders for various purposes
(such as extraction cf oil, sale for consumption purposes etc.), TheSv
wholesale traders ere the only suppliers of raw materials to the cce

producers in these urban centres.

2.4 Processing of Coir

The methods of extracting coir fibre from coconut husk can b
divided into three categories: traditional manual methods, improved
or semimechanical methods, and modern mechanical methods (Grimwood,
1975). Traditional methods with little mechanization are still used
to prepare yarn fibre, while bristle and mattress fibres are now gene-
rally prepared by semimechanical or mechanical methods 1in most of

the producing countries.

Virtually all of these three methods art now being, more or less,
used to extract coir Ffibre in Bangladesh. But traditional manual
methods are in wider use; semimechanical and modern mechanical methods

are used only by r. few enterprises.

The natural bacteriological process of retting is TfTollowed to
extract cojr fibr. from coconut husk in almost all the producing coun-

tries including Bangladesh, although this is a more laborious process.



Musks of npv. or unripe coconuts are usually retted for one to two
months in backwaters which are quiet and undisturbed but have an ebb
and flow, ensuring a constant change of wat.r Its saline properties
aiv necessary to produce the best quality and bright coloured fibre.
These backwaeors are often connected with dt. canals and rivers, Wh n
and where backwaters art not available, husks are also soaked in stag-
nant water in ponds, ditches ttc., in which case the time required
for retting is much shorter, but the fibre obtained is inferior and
dull 1looking. Sometimes it is deliberately done to get fibres early
so that entrepreneur®s invested money may be realised within a short
period of time by selling the product. In such cases, sulpher smokv,
is used to colour the fibre. Sometimes husks are crushed by a machine
culled crushing machine or by uhenki before, soaking, because this

process considerably shortens the retting period.

When the husks become sufficiently soft, they are removed, washed
111 water and, squeezed to remove the mud and bad smell. After removing
the tough exocarp, the remaining fibre is placed on hard wood, prefer-
ably tamarind heartwood, until all the pith is removed. After it
is well heathen and softened, it is shaken, washed again, and spread
out by hand to dry 1in order to remove any clogging pithy material
that stjli adheres to it. The dry fibres are then beaten again to
some extent and combed by fingers or spikes to remove all small parti-
cles of pith. Extraction of Ffibre is also done by a modern machine

called "fibre machine"A

Now the Ffibres are ready to be spun into yarn which may be used
to manufacture Vv nous coir products. In Swarupkati, tufted door
mats (local name is paposh) are manufactured directly from the fibre.
For manufacturing strings, rope and other mats, the fibres are Ffirst
spun into yarn. The task of spinning the fibre into yarn is performed
in Swarupkati both by hand and by locally made manually operated wheel
or charka, in a form of soft twist. Spinning on a wheel gives better
quality ycim with a hard twist that 1is suitrble for the manufacture
cf matting, good quality rope, and other such materials. The charka

consists of two parts: one 1is Tfor spinning the fibre into yarn and



the other 1is for twisting the ye n into stimg. / triangular block
cf wood? grooved on the sides, xs introduced between the strands;
this helps to regulate the counter twist, prevents tangling, and binds

shv s rands closely as the opindlc on the movable whell is turned.

Two artisans arc required to work at a time to operate the chaika
-- one is for moving the wheel and the other 1is for introducing th
fibre 111 the spindle of charka for spinning Two workers with this
charka can produce 12 to 15 pounds of hard twist string and 20 to
25 pounds of loft twist string in a day. This type of charka which
is uScd in Sw rupkati 1is manufactured by Jlocal carpenters and c: .

chnrka costs Tk. 80,00 to 100.00 only,

A variety of products such as doormat. cricket mat, floor mat;
and rope are manufactured 1in Swarupkati. Rop.. is made both by hand
and by machine, Only a few eni”rprises .. such rope machines. To

make fancy mattings the fibres art dyed as desired.

In Khulna-Jessort zone, only the hard twist and comparatively
thinner strings are manufactured. Tin. spinning set used to manufac-
ture the yarn and string consists of thrce-piecc charka here; one
is operated by foot to spin a si. git ply yarn and the other two ai<
for twisting the yarn into string. A bundle of fibre, is fixed to
the spindle of one charka. The wfieel of the charka is moved by a
~oet-operatcd lever and the fibre from the spindle is delivered at
the required thickness of yarn. To make two ply string, all the three
pieces of charlmm of the spinning set are to be worked in unison. In
this process three workers are also required to work in unison with
the charka - two are for moving the whe<—l and one is to regulat.,
the counter twist, with a piece of wood, grooved on the sides and

introduced between the strands.

The coir processing iIn the areas other than Swarupkati and Khulna-
-Jessore zone is confined only to the extraction of fibre from coco-
nut husk. The Tfibres extracted in those places are of inferior qua-
lity containing at least 50 per cent pith in them. This type of fibr

is used only by the local mattress manufacturers.
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The coir processing in Bangladesh 1is, by and large, a cottage
type operation using traditional tools and .quipment. The products
of the industry are mainly coir fibre, coir string and rope, and seve-
ral types of mats like door mat, floor mat, and cricket mat. However,
there are five Tactories 1iIn the country which use modern machines
and tools and have relatively large investment of capital. Three
of them are by definition small enterprises (less than 50 workers)
located in BSCIC industrial estate at Swarupkati. Of the other two
larger enterprises, one is at Bansal producing not only coir produces
but also other coconut products, and one 1is in Chittagong producing

sophisticated coir products like rubberized coir.

2.5 Grades and End-uses of Coir

The grade of the coir fibre is determined by its strength, clean-
liness, colour, texture, and length. These qualities depend on the
sped*, s of tin. coconut, maturity of the nut at harvest time, and the
methods of dcfibsring. For instance, the- tensile strength of the
fibre varies with loc._liLy, the colour depends upon the maturity of
the nut and retting process, and Tfinally the texture and length are
affected by th variety of the nuts and the cleaning method used in

the defibrir-.g process.

Coir has a veriety of end-uses. Bristle and mattress fibres
are used 1in the manufacture of wide, variety of products. EnstL.
fibre is used for producing rubberized coir whxch is used by the furni-
ture and automobile industries for the intcrier of seats. It is also
us™d in carpet making, brooms, brushes, and bags for the transport
of salt. Mattress fibre is used for upholstery stuffing, Inncr-spring
mattresses, door mats, protective packaging, and insulating materials..
New usage for it has recently been developed 1in airconditioning and
sound proofing plants. Yarn fibre 1is extensively used m ropes and
twines, including marine cardage, ropes for the timber industry, and
horticulture twines. It is also widely used in making string for
use iIn housebuilding, matting manufacture, Tfishing net making, ship:s

fenders, and deep-sea telegraph cables.
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In most of tIx. end-uses, coir does not compete directly with
any of the hard Ffibres. In twines for stringing hops, 1in lobster
pots, and in bags for the collection of s-.-wced- Its coarse handl_,
moisture absorboiicy, and resj stance to sea-watcr have up to now pre-
cluded any competition from other Tfibres, natural or synthetic (FAO
1969) . But with technological advancement, however, coir cordage
is gradually being displaced in marine uses by synthetic 1iopcs, lines

and nets,

3, EMPLOYMENT AND CAPITAL STRUCTURE

3,1 Employment Size

The average number of workers per enterprise has been found to
be 3.9 including the entrepreneur; the average number of workers inclu-
ding the entrepreneur in all rural industrial activities surveyed
in the Phase 1 of the Rural Industries Study Project is 3.8 (RISP,
1979). Size disc.,ibution (by employment) of the sample enterprises
is given in Table 3, The table shows that, out of 150 establishments

surveyed, the majority (68 per cent) employ 3-5 workers.

TABLE 3

DISTRIBUTION OF THE SAMPLE ENTERPRISES BY EMPLOYMENT SIZE: 1979

Size groups Number of Percentage
(no. of employees) enterpriser distribution
1-2 34 22.7
3-5 102 68.0
6 -9 9 6,0
10 + 5 3.3

TOTAL 150 100.0
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Next comes ¢€h;, smallest size group (less nan 3 workers per estab-
lishment) accounting for 22.7 per cent of th. total establishments
surveyed; in this catcgoiy, many aie single-worker enterprises anil
X1 has baen found that generally the encreptenour®s spouse 1is iV
worker of the enterprise, 1i.e. iIn most of the eni rprises with two
workers the work*: .s arc generally the husba« d and the wife . The pro-
portion of establishments with 10 and moia workers 1is the smaller
(3,3 per cent) The maximum number of workers ma a single enterprise
was found to be 19. all of them being h*red workers, and the entre-

preneur himself was the manager.

it is interesting to note that none of the enterprises of KhuL.r-
Jessore zone Tfoils cither iIn the size group 1-2 or iIn the size group
10-:-; among the 50 enterprises surveyed xt: this zone, 46 were m 3-5
group and the remaining four were m the 6-9 group. The reason may
be that the entrepreneurs of the area use charka to produce co. r
string, which requires three workers to run a single set at a time
The number of charleas in an enterprise was Tfound to vary from one
set to three sets, requiring 3 to 9 workers, But in Swarupkati, th:

situation was quite different which led to different size pattern.

3.2 The Profile of Workers
types of Workers and Their Age-sex Distributions

Table 4 gives a breakdown of he labour force employed in the
enterprises surveyed according to the nature of their relationship
with the units, such as owners, members oi the owners® family, and
hired labour Cne of the well-known characteristics of the labour
force employed in small-scale and cottage j_adustrtes is that substan-
tial part consists of entrepreneurs (or owners) and members of their
families (Thar, 1950; RISP, 1979). Since they art either self-employed
or have a special relationship with the employer. Tht-y cannot,

strictly speaking, be called wage-earneis
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TABLE 4

TYPES OF WORKERS AND THEIR AGE-SEX DISTRIBUTION: 1979

WORK ERS

Hale Female Children Total
Type of Worker
. Percon- Percen- Percen- Percen-
1. "utber Number Number Number
taye tage tage tage
owner 62 A3.3 & 2.C - - 71 14.1
(67.3) 2.7) (100.C)
Family worker 57 39.9 252 72.0 40 C0.9 349 ea0
(1S.3) (72.2) (11.5) (100.0)
Hired worker 24 16.S 55 17.4 5 11.1 £4 16.6
(2c.6) (65.5) (5.9 (100.0)
TOTAL 143 100.0 316 100.0 45 100.0 504 100.0
(20.4) (62.7) (0.9 (100.0)

Notes 1o Figures in parentheses indicate row percentages*

2. Only those owners who contribute direct Jlabour have been included in this
tablen

It will be seen from the ruble that 71 owners (47 pei cent) 1in
the sample contribute direct Ilabour to the production process; they
constitute 14,1 per cent of the total employment in all the sample,
enterprises. The 1incidence of owner workers and family workers tends
to be lower as the size (number of employees) of the establishmeat
becomes larger In the largest size group ((10: ) no owner has been
found to participate m the production activity and the family members
constitute only 10.5 per cent of the total labour force employed in
the size group. More than 69 per cent of the workforce in the sample
enterprises is Tamily labour excluding entrepreneurs, and hired work-
ers contribute less than 17 per cent only It is also interesting
to note that the owner does not contribute labour in 19 of the single—
worker enterprises* and there is no hired worker in this group? so

that the work is done totally by family members
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It will also be seen from the table that the female accounts
for the majority (62-7 per cent) of th workforce. The male-fernd
ratio is 5:11- Children constitute about 9 per cent. It should be
noted that the propertion of female workers .m coir industry is nearly
double of the average of 33,6 per cent m all rural industries recor-
ded in the Phase | survey of the rural industries study project (RISP.
1979). higher incidence of female work*.rs iIn th,s industry compared
to other small-scale and cottage industries may be explained by the
fact uh.it the nature of work involved =>u th...a activi ty allows the
female to be employed m this industry more easily than that in oth.r

industrual activities.

Nature of Employment:

Mature of employment rufers to part-ti.ni. or full-time Involvemen-.
of the workers in the industry. Tabic 5 shows the distribution of
workers by Jlatur . of employment. A significant finding is that th:
incidence of part-time workers m the industry is much larger (74.3
per cent) compared to the average situation (1C per cent of the total
labour force) obtained 1in rural industries m the eleven survey
tharioS. as revealed by the Phase 1 survey (RISP, 1979). The order
of magnitude Xxc roughly the same for males, females, and children
scparotely,, The mam explanation seems ts be that most of those who
work j.n co.ir industry have other employment as the main source of

income, and coir industry is only an additional source.

Hired Workers and their Wages:

As already mentioned, a considerable proportion of [labour is
provided by th owners and their families. Very often the owner pro-
vides Iloboui, particularly in the establishment where he 1is a master
craftsman. Tab! 6 represents the distribution of hired workers and

their wage rates.

The table shows that almost all the hired male workers arc work-

ing on a fuil-ccmc basis, while about half the female workers a-a
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Classification

of workers

Male

Female

Children

TOTAL

Note: Figures

in parentheses
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TABLE 5

NATURE OF EMPLOYMENT

Full-time
Number Percen-
tage
36 28.1
(25.2)
82 64.1
(26.0)
10 7.8
(22.2)
128 100.0
(254)

Part-time

Mﬁmﬁar

107
(74.8)

234
(74.0)

35
(77.8)

376
(74.6)

TABLE 6

Pcrceii-

tage

28r5

62.2

9,3

100.0

indicate row percentagese

ULt
Number Percen-
tage

143 28.4
(100.0)

316 62.7
(100.0)

45 8.9
(100.0)

504 100.0
(100.0)

DISTRIBUTION OF HIRED WORKERS BY NATURE OF

EMPLOYMENT AND THEIR WAGES:

Classifies XX 0P

of workerss

1. A. Male
B,, Male

2. A. Female
B. Female

3, A. Children
B. Children

: Full-time
: Part-time

> Full-time
: Part-time

> Full-time

; Part-time

Number of

workers

23
1

27
28

1979

Avero8e mont

wage er wor

{Taka)

214.
100.

96.
60.

60.
45.

00
00

00
00

00
00

Ke
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part-time, Thvir~ «>e child woi ke .s who aixa wmlc on both part-tan
and full-time bans, tany of the female woleis aic the housewives

from neighbouring places who tend to work on a pert-time basis

As can be saui from the table that the average wag* rates fen
the workers stem o b* vary low. But tin minimum wage rate for agr -
cultural labourer prevailing » the: survey cuoas has been found to
b. thw. same a-, chat .n coir industry (Bui au of Statusties, 1979).
Seasonal var.nvi.ior of employment opportunity, and unemployment ad
underemployment in agriculture sector tend to push the rural laboui

foc*.. m col i Iindustry m thi areas concern d,

There arc significant variations of the wgt-s between thi m 1.
and female, workers,. Information suggests that this wage different!., 1
is due to tin fact that females have much mere limited employment

opportunities compared to males.

3.3 Capital Structure

Initial Capital*A

Bata on ...me al or start-up capital employed by the enterprises
under study arc discussed in this sub-secsion First of all, measure-
ment of initial capital poses some problems The enterprises under

-tudy have been Svt up in different points of time ovei a range of
more than 30 y.-ars (set Section 4) and the money value of assets of
the enterprises vary significantly over time dr to heavy inflationary
trend persisting en the country. In such a situation, the system
of 1indexing of prices could be followed. Bui* to aviod complicacy
in calculation, data on size of initial or start-up capital of recen-

tly established 1iterprises have been tak”™n into consideration.

The average initial capital 1invested per enterprise (aw. rag
of 31 enterprises) set up during ehe lasL five years prior to 1979
has been found to be TI: 356 only, Th data show that ther*. are wide

variations in th size of 1initial capital among the enterprises
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Th. range of such valMOcition bus been found to bo from the minimum
of Tk» 20 to th" maximum of Tk. 6,000 ia two Xxr.reme cases among th-
above mentioiK.d 31 wvntr,rprises. Th< w;d rai g of variation of cap.--
tax xs .. o0 tin voxjation xjg bCdl = of opciofion, differone* in the
nature* of technology used, degree of mechanisation, product mix etc.

the details of which arc discusse d b<low.

Current Capital Structure;

Data on current fixed and working capital employed by the sampi
enterprises are discussed as Tollows. Fixed capital in value terms
is the sum total of the values of machinery, equipment, and tools
Values of other fixed assets like land and buildings have not been
considered her.-* The main reason behind this is that the entreprene-
urs in the industry do not necessarily require land and structui .
especially meant for their coir work.. The production process uo.d
in manufacturing coir products such as fibr , string, door mats etc
is such that their production can be earned out at home without hav-
ing to have, a specific space or workshop earmarked foi the purpose;
no such machinery 1is used 1in thiscountry as should be parmanentiy
installed in a particular place. In most of the cases production
is carried on in open space in front of the dwelling house or nearby
placos in the dry Season, and in verandas (parlour of a cottage) in
the rainy season. In the case of products like floor mats, rop. s
etc, , there are some instances where special workshops with some machi-
nery exist; but. such casvs are a few in the sample, and have therefore

been advisedly ignored in the measurement of capital for the sampl

as a whole.

Fixed assets have been valued in terms of the replacement cost
only. The estimation of true replacement is very difficult as it
“s supposed to r-..present the true wear and tear of the asset in ques-
tion, taking into account price changes. As an approximation, w
have taken the present market values of th.. existing machinery, equip-
ment, arid tools as the replacement cost, This 1is arbitrary but 1is

probably a good approximation. To give some details, let us C c .



those machines, equipment, and tools which . currently in use in
the production proa.ss, They includ> ; (1) hammer ; (2) dhenki; @)
pivCv.s of wood; (4) cutty or ashro; (5) diu jc.; (6)scissors; (7) bate ;
(8) frame; (9) charka; (10) iope machine etc,. The average value
of a rope machine, used by 4 of the sample ant rprises (all in Swarup-
kati) has been found to be only Tk» 3000, and these are all made in
this country, host of the snnple tools hav been made by the intra-
preneurs themselves and cost nothing to the entrepreneurs uxcapt theit
manual labour and home-grown wood, during the survey, an arbitrary
value® has been taken for 2ach of them on the basis of opportunity
cost of labour and value ofthe material used inmaking the.se toola.
Usually tools and equipment are not very costly except a few cases

like dhenki and chajjea.

TABLE 7

COMPOSITION OF CAPITAL IN THE SAMPLE ENTERPRISES

Size groups rixcd Working Total QZigigcapi— @) as % (3) as %
(no. of CttpLtal capital capital
employt.es) (Taka) (Taka) @+(3) tal per. of of 4
enterprise
¢S @) . 1D (C)) ..--(51. (61 - (71.
1-2 900 672 1,572 46 57,,3 42.7
3-5 6,322 12,504 18,826 185 33.6 66.4
6 -9 1.178 2,949 4,127 459 28.5 71.5
10 + 4,390 31,530 35,920 7,184 12.2 87.8

ALL 12,790 47,655 60,445 403 21.2 78.8



Table 7 summarises the composition of capital employed by the
sample enterprises. Working capital has been taken as the current
values of 1inventories (the exact definition used for working capital
w.11 be given subsequently. The table shows that the average size
of capital varies significantly between the various size of the enter-
prises. The more meaningful analysis is not the average capital em-
ployed per enterprise, but the average capital employed per worker
which will be discussed in Section 7 of this study. At the moment,
it can be said that the capital content of the industry is low as
compared to other major rural 1industrial activity (RISP, Phase 11

Interim Report, 1980).

The percentage share of fixed capital and working capital to
the total capital vary according to the sizes. Columns 6 and 7 of
the table show that in the smallest size group (number of employment
1-2) 57.3 per cent of the total capital is fixed capital and 42,7

per cent is working capital; share of working capital increases as

the size increases with the consequent decrease in share of fixed
capital. The figures in the table also indicate the relative impor-
tance of working capital to the fixedcapital. It is clear, then,

that operating expenses are more iImportant than initial outlays in
the setting up of this small-scale and cottage industres. In the
words of P_NP Dhar, who commenting on the Indian cottage industries,
wrote ,,..0 it is easier to start these cottage industries that to

operate thamt#t (Dhar, 1958).

Composition of Working Capital:

The working cpital has been broken into the following categories:
stock of raw materials, stock of finished and semifinished products,
and outstanding credit. Several items like cash with banks, cash
in hand, investment in securities, loans and advances etc. of liquid
assets which should come into the calculation of working capital,
have been totally omitted. The justification for ommission of these
items are as follows: (1) other activity like agriculture, day labour,

other business etc. rather than coir processing being the primary
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occupation of majority of the »nt prcneurs (the occupational distri-
bution has been shown in the section of entrepreneurship and the enter-
prises), the items Ilik®. cash with banks, casn 1in hand, investment
in securities, and loans and advances will not reflect the current
liquidity position of the entrepreneurs relating to the enterprises
only, but wi.ll reflect those relating to the whole lot of things;
(2) there are only four entrepreneurs out of the sample of 150, who
have bank accounts and it is suspected that how far correct information
they have provided with; and (3) no information was available regard-
ing investment in securities, and loans and advances. So, the omis-
sion of the above mentioned items will not affect the study signifi-

cant ly0

Table 8 shows the breakdown of working capital* In the size

group of 1-2 employees, no enterprise has outstanding credit, which

TABLE 8

COMPOSITION OF WORKING CAPITAL IN THE SAMPLE ENTERPRISES: 1979

Stock of
o Total
si Stock of finisher. Out- Ki Average
ize groups workin
(o gf P raw & semi- standing ca 'ta? of (5) ) as @A) as 96 @) as 96
- i
materials Tfinished credit P per en- of (5) of (5) of ()
employees) @+ -
(Taka) products (Taka) (@ terprise
(Taka)

(1) @ 111 (4) 111 Js) (71.... & -191-
1-2 213 453 - 672 20 32.6 .67.4 -
3-5 1,753 8,286 2,465 12,504 123 14.0 66.3 19.7
6-9 639 810 1,500 2,946 328 21.7 27.5 50. G

10 + 6,070 11,060 14,400 31,530 6,306 19.3 35.1 45.6

ALL 8,601 20,603 18,365 47,655 318 18.2 43.3 38.5
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means that the entrepreneurs of %<hat group do not usually sell on
credit. The small units apparently cannot afford to sell on credit
as they need the income for their iImmediate livelihood. The average
amount of working capital required for different sizes, given in
column 6 of the table, shows how it varies with size from a low Ffigure
of Tk. 20 in the smallest size group (1-2 employment size) to Tk,
6,306 in the case of the largest size group (1G; employment size),
registering a steep jump for the largest size-: group. The variation
of working capital arises not only on account of the variation in
sizes of the establishments, but also on account of the variation
in purchase and stocking policies, and in the cost prices due to pro-
cessed and non-proccssed raw materials used by different size group”
of enterprises. Variation 1in marketing practices, resulting in trie
differential sizes of the inventories of finished products, also af-

fect the size of working capital.

Columns 7-9 of the table show the percentage share of different
components of total working capital. Stock of row materials accounts
for relatively small share in almost all the cases. Share of outstand-
ing credit is larger for larger size enterprises. Larger enterprise
can both afford to, and also for Lisposmg of stocks need to, sell

on credit.

Available data also reveal that the enterprises possess very
small Ffinancial reserves. Invariably, interruption of business 1is
related to financial vulnerability arising out of loss of working
capital which may result from short term emergency like illness, diffi-

culty in marke*ting of the products etc,

4. ENTREPRENEURS AND THE ENTERPRISES

4.1 Characteristics of the Entrepreneurs

The term "Tentrepreneurship*® has been defined 1in the Phase 1
report of the Rural Industries Study Project as follows; an entre-

pieneur is a peson who is responsible for the establishment, and orga-
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nization or management of industial enterprises (RISP, 1979). This
definition is employed 1in this study as wellc Defined as such, on
entrepreneur is not only the owner of an enterprise but also the person
who performs other entrepreneurial functions such as investment plan-
ning, decision making, and supervision of ovciall activities of an

establishment.

There are several entrcprenurial characteristics which may have
important influence on the peroformnncc of their firms. These are:
age, level of education, level of income, land holding, and the main
source of income of the entrepreneurs. Detailed analysis of entrepre-
neurship is not undertaken here. The main thrust of analysis har,,
is to see who are the entrepreneurs (in true sense. of the term they
are the proprietors or owners of the enterprises, but we shall treat
them as entrepreneurs in our analysis) in the industry, and how have

they come into this industry.

Age of the Entrepreneurs:

Age is one of the iImportant personal characteristics of an indi-
vidual which may be a determinant ,f his ability as an entrepreneur.
It iIs suggested that generally in the age range of 20°s and 30"s such
capability of an individual Tflourishes (Wntanabee, 1970). Table 9
shows the distribution of the sample enterprises by the major age
groups of the entrepreneurs. The figures in the table show that a
majority of the entrepreneurs (5703 per cent) are in the age range
30-49, and 24 per cent are in the age range 20-29.As it will be
seen in Sub-section 4.7 that 36 per cent of the enterprises are aged
between 10-19. This result together with the distribution of the
entrepreneur®s age range TfTound here correspond with the suggestion
that majority of the entrepreneurs are in the right side of age for
good performance. Only seven entrepreneurs (4.7 per cent) are aged
below 20; most of them have 1iInherited their enterprises from their
parents. Only eight of the entrepreneurs are female and all of them

are incidentally widows.
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DISTRIBUTION OF ENTREPRENEURS BY ACE (1;! YEARS): 1979

Age groups Number of Percentage
(years) entrepreneurs distribution
Below 20 7 4.7

20 - 29 36 24.0

30 - 49 86 57.3

50 + 21 14.0
TOTAL 150 100.0

Level of Education:

The level of formal education may have important bearing on entre-
preneurial performance. It may be assumed that formal education can
contribute to entrepreneurial ability by improving their organiza-
tional, managerial, and technical skills. Entrepreneurs of some deve-
loping countries such as the Philippines and Kenya have 1in general
much higher Icv~rl of education compared to other sections of popula-
tion (Carroll, 1965). In the case of Bangladesh, the large majority
of the entreprcnurs of rural small-scale and cottage industries in
general have been found tohave no education at all (RISP, 1979).
The level of educational attainment of th-- entrepreneurs of coir in-
dustry has been shown 1in Table 10. a majority (56 per cent) of the
entrepreneurs have no formal education, 35 per cent have less than
six years of schooling. The corresponding Tfigures for Bangladesh
rural male population are 65.4 per cent, 12.9 per cent, and 14.2 per
cent (Bureau of Statistics, 1974). These suggest that those who have

higher education seldom come to this occupation.

There are only three entrepreneurs among the sample total of
150 who have apprenticeship training, and none of the entrepreneurs

has any formal institutional training in any Tfieldof activity. Bui
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DISTRIBUTION OF ENTREPRENEURS BY LEVEL OF EDUCATION: 1979

Level of education Number of Percentage
(Yrs, of schooling) entrepreneurs distribution
No cducatxon 8 56.0
1-5 54 36.0

6 -9 10 6.7

10 + 2 1.3
TOTAL 150 100.0

it has been gathered that many of the entrepreneurs have learnt the

necessary skills by way of doing the work as family labour.

Size of Land Holding:

In an agro-basedeconomy lik_ Bangladesh, landowner ship may be
used to measure general economic status of th rural people. Since
land is the economic base and principal source of income for the rural
masses, it may bo hypothesised that a section of people who have land
may extv.nd their economic ciCtivities into industrial activities by
using funds initially out of surplus generated from agriculture.
Alternatively, it may. also be hypothesised that landowners may not
be enthusiastic about industrial activities as their livelihood is
more or less secured, so that it may be those who have no land oi
do not have exiough land for their economic needs may tend to search
for alternative sources of income in industrial tields. It will be
seen from Table 11 that 15 per cent of the households involved in
the coir industry arc. completely landless, 94 per cent of the entre-
preneurs are landless or near landless holding up to one acre of land.

In this case the second hypothesis seems to be valid.
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TAB”a 11

DISTRIBUTION OF ENTREPRENEURS BY SIZE OF LAND HOLDINC: 1979

Size group of

- Number of Percentage
land holding ntrepreneur distribution
(ﬁercsf © epreneurs > e
No land 15 15.0
0.01 - 0.15 42 42.0
0.16 - 1.00 37 37.0
above 1.00 6 6.0
TOTAL 100 100.0

Note: 1. Land holding means the permanent holding of total land
including both homestead and agricultural land.

2. The maximum total holding of an entraprneur has been found
to be only 1.83 acres.

3. Th*. land holding data for the sample units have been taken
from the RISP Phase I Survey of Rural Industries Study
Project (RISP, 1979) from which the sample has bean drawn.
Since it was carried i in Swarupkati, the data refers
to that area only. Land holding data for Khulna-Jessor,.
zone have not been collected.

Sources of Income:

A comparative study of the sources of income of the entrepreneurs
will indicate the magnitude of importance of the industry as a source
of income. Table 12 shows that coir processing is the main source
of income of 38.7 p-~r cent of the entrepreneurs; this means that this
activity is the. means of livelihood of 38.7 per cunt of the landless
or near landless people 1iIn Swarupkati. The main source of income
of 38 per cent of coir enterprise owners is day-labouring, indicating
an equal importance: of this industry with day-labouring. This iinplt.s
that all these people undertake coir processing of some sort to en-

hance their income earned through day-labouring, Il should be men-
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TA E 12

DISTRIBUTION OF ENTREPRENEURS BY MAIN SOURCE OF INCOME: 1979

Main source of Number of Percentage
income entrepreneurs distribution
1. Agriculture 18 12.0

2. Industry (Coir) 58 38.7

3. Trade 11 7.3

A. Day labour 57 38.0

5 Others 6 4.0
TOTAL 150 100.0

txoned that 62 per cent of the owners of the establishments of size

up to 2 have day-labouring as their main source of income. Another
interesting feature 1is that, those whose main source of income 1is
day-labouring have industrial activities usually limited toextracting
of coir fibre and arc not involve! in further processing of the fibr,,

The reason is that further processing needs some equipment and tools
which they cannot afford to have due to lack of money. Moreover,
this poorer section of people have to sell their products after imme-
diate processing for consumption needs- Agriculture is the main

source of livelihood of only 12 per cunt of the entrepreneurs.

Level of Income:

Level of income is the main determinant of the economic welbemg
of the people. Table 13 represents the data on yearly income of the
entrepreneurs of the sample enterprses. All possible efforts were
made to gut as good estimates as possible of household income from

11 sources, .- Figures in column 4 of the table show that the average
per capita income of the entrepreneurs of coir industry is Tk. 891

only, while the national average is Tk.- 1500. This suggests that
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DISTRIBUTION OF ENTREPRENEURS BY LEVEL OF YEARLY

Number of

Income groups

Percentage

INCOME: 1979

Income par

- _ _ capita
Taka entrepreneurs distribution
(Taka) P (Taka)
Upto 3,000 24 16.0 411
3,001 - 5,000 65 43.3 765
5,001 - 10,000 50 33.4 1,030
10,000 + 11 7.3 1,602
ALL 150 100.0 891
Note: 1. Income refers to income Tfrom all sources in which the entre-

preneur and his other household members are involved.

2. Since the rural people do not habitually keep accounts of
their incomes, some arbitrariness are involved in these
income d; ia; estimates relate to the year preceding the

time of survey.

income from coir processing 1Is r t attractive. But the people a>

involved iIn this industry only for subsistence purposes.

4.2 Ownership Pattern

Generally they ownership of the enterprises ar>- confined to th:

craftsmen themselves. The capital requirement for the industry is

comparatively Jlow which allows the crafcsm™n to be able to own an

unit iIndividually or keep the unit within the familyownership.

ownership pattern of the sample units an given in Table 14. Ther

are only two types of ownership - individual and family. Roughly

threetfourths (74 per cent) of the unitsn . owned by single owners

and the rest are under family ownership. Apart from the low capital

requirement, there seems to be n tendency to keep the ownership of

the establishments within the family limits irrespective of the enter-

prise sizi.

Th
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OWNERSHIP PATTERN OF THE SAMPLE ENTERPRISES: 1979

OWNERSHIP PATTERN

Size groups

(no. of Individual Family
employees) Total
Number N:)cenLc,g,0 Number Percentage
1-2 31 27.9 3 7.7 34
(9102) (6.8) (100.0)
3-5 71 64.0 31 79.5 102
(69,6) (30.4) (100.0)
6 -9 6 5.4 3 7.7 9
(66.7) (33.3) (100.0)
10 + 3 2.7 2 5.1 5
(60.0) (40.0) (100.0)
TOTAL 111 100.0 39 100.0 150
(74.0) (26.0) (100.0)

Note: Figures m parentheses ilidlCete row p<rceiileges.

One important point to bo mentioned hero is that .ill the enter-
prises have, not been foundedby the entrepreneurs themselves. Among
tht 150 enterprises, 109 (or72,7 per cent) hove been founded by the
entrepreneurs themselves, 35 (or 23,3 per cent) have been founded
by their father and thepresent owners hav inherited them, while
the remaining 6 (or 4 per c~nt) have been founded by others and the

present owners have acquired them by purchat - or through gift-

4.3 Occupational Origin

Occupational origin may be one of the determinants of entrepre-
neurs® efficiency in running the enterprises. Entrepreneurs can
acquire skills in the process of work as well as what may be Culled

the feel and natural process of intcrnalisati.cn frcm family environ-
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nk.nt. But the.sj cr» not the marr *hruse of on lysr& in tins sub-s-. c~
iron. This sub-section w.ill rmkinly analyse the changes of occupa-

tional structure that have taken place through gentrations™>

Table 15 jiicws the mam occupation of the entrepreneurs, th .r
fa>hers and grandfathers. The table shows that 68 per cent of t-

grandfathers were mainly engaged 1in agriculture; the proporte

TABLE 15

DISTRIBUTION OF ENTERPRISES BY THE MAIN OCCUPATION OF THE
ENTREPRENEURS, THEIR FATHERS, AND GRANDFATHERS: 1979

Entr< prencur F th. i Grandfather
Lain
occu pation Number Percen- Nt —- Percen- Number p* r_c
tage g tagl
Agriculture 18 12,0 70 45 7 102 68,0
Industry (Coir) 58 38,7 6 4,0 -
Trade 11 7.3 38 25,3 22 14.7
Day labour 57 38,0 30 20,0 8 5.3
Others 6 4,0 A 4.0 18 12.C
TOTAL 150 100.0 150 100,0 150 100.0

declined to 46,7 per cent in the case of the fathers; and it is dewr
to 12 per cent in the ease of entrepreneur, a themselves. Cn th... oth v
hand, the role of coir industry as the iikja source of employment a. ...
increased through generations. The bar di—.gr-m in Figure 1 reprcser .
more clearly the intergencretionnl mobill .y between occupatio: .
There 1is a gradual decline in the proportion of population engag-.
in agriculture with a corresponding increase in the proporton of popu-
lation employed in coir industry (or alternatively we call ’mariuf.

tuiing®), and day-labouring. A recent surv.y on rural occupatic-r. .

structure conducted in 11 villages of Bangl-.d sh, under Rural Indus-
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tries Study Prg‘ject also supports: ,his fact. The phenomenon can be
explained by the fact that agriculture 1is reaching its saturation
point with respect to employment, and it can no longer provide employ-
ment to the expanding population* Surplus people from agriculture
are, therefore, being forced to search for alternative employment
opportunity for their subsistence. In the survey areas, people find
raw materials and markets for coir products, so some of the people
have moved into coir industry, and others into day-labouring and other

activities as their main profession,

4.4 Factors Behind Establishing the Enterprises

In order to assertain the main factors behind establishment of

coir enterprises, the entrepreneurs were asked to tell what factors

motivated them to set up coir processing units. The replies have
been summarized 1in Table 16. The entrepreneurs were asked to rank
the answers by “primary” and “secondary” factors. Profits made by

other in similar concerns have been considered by 36 per cent of the
entrepreneurs as the primary factor to influence them to take to coir
manufacturing. Low capital requirement by the industry has been so
considered by 21.1 per cent of t.e entrepreneurs, fore than 18 per
cent of the entrepreneurs found no alternative employment opportunity

at that moment, other than coir manufacturing for earning their liveli-

hood, Demand for theproduct in the market has been indicated by
11 per cent of the entrepreneurs as the primary Tfactor. There are
other answers such as ready availability of raw materials for the

industry, Jlowtechnical skill requirement, Jlow business risk etc.

which have, been indicated by more than 16 per cent of the entrepre-
neurs as the primary Tfactors. Among the secondary Tfactors, low
capital requirement topped the list followed by non availability of

alternative employment opportunity.

From the above findings, it appears that it is an effort of the
surplus people from agriculture to engage themselves in a sector which
requires less capital, less technical skill, and the product has mar-

kest so that some profits may be earned for their subsistence.



TABI ? 16

DISTRIBUTION OF ENTERPRISES BY THE RELATIVE WEIGHTS OF THE
FACTOR BEHIND THE ESTABLISHMENT OF COIR MANUFACTURING
ENTERPRISE AS REPORTED BY THE ENTREPRENEURS

Distribution of Enterprises Reporting
Primary and Secondary Factors

Fact

actors Primary Secondary
Number Percentage Number Pcrcentag

Demand for the product

in the market 12 11.0 3 2.8

Profit made by others

in similar concerns 36 33.0 16 14.7

No other employment oppor-

tunity for subsistence 20 18.3 13 16.5 *

Requires less capital 23 21.1 42 38.5

Others 18 16.6 30 27.5

TOTAL 109 100.0 1CO 100.0

Note: The table shows the distribution of those enterprises which
are founded by the entrepreneurs themselves. The number of
such enterprises is 109.



4,5 Entrepreneurs® Choice of Stag* of Production

As already described in Section 2 that coir manufacturing involves
different stages of production for different products. For example,
extraction of Tfibre from coconut husks involves single stage, while
making of coir string involves double stage, such as first to extract
fibres from coconut husk, and then to make string out of those fibres.
Some of the products like coir rope and coir mat involve several
stages in their production process. Figure 2 represents the stages
of production of the products produced in the sample areas of the

study. The basic raw material is coconut husk.

Figure 2

There are establishments which specialize at one or the otnei
of the successive stages of production from extracting Ffibre from
coconut husk to the production of string to the manufacture of ropes,
cordage etc. There are also establishments which are mainly engaged

in production of mats, fibre, and string.

Some of the establisnments produce only a single product whxch
requires either a single stage or several stages depending on the.

nature of the product they produce, while others produce more than
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one productwith different processes. The multiple product enterpri-

ses are few in number as comparer to single productenterprises* In
all, 137 out of 150 enterprises (91.3 per cent) produce a signle pro-

duct s 6 enterprises (4 per cent) produce two products, and the- remain-

ing 7 enterprises (4.7 per cent) product three or more products.

Product diversification is found mainly in larger enterprises. For
example, 4 out of 5 enterprises in size group 103, and 2 enterprises

out of 9 in size group 6-9 have at least three productlines.

It has been found that, even when an enterprise produces several
products it usually has one single main line of production. The dis-
tribution of the enterprises by their mam products has been shown
m Table 17. The table shows that the number of establishments produc-
ing mainly coir string is the largest, accounting for nearly one half
of the total number of enterprises surveyed,. All the enterprises
surveyed in Khulna-Jessore zone produce only Tfiner quality coir
string. Nearly one fTifth (18.7 per cent) of the enterprises manufac-
ture rope, and 4 per cent are involved in the manufavture of macs

only.

TABLE 17

DISTRIBUTION OF ENTERPRISES BY THEIR MAIN PRODUCTS: 1979

- Number of Per centage
Main product _ _ _ )
enterprises distribution
1. Coir fibre 46 30.7
2. Coir string 70 46.6
3. Coir rope 28 16.7
4. Coir mat 6 4.0

TOTAL 150 100.0
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It is also worth mentioning h re that 92 per cent of the enter-
prises begin their activity from the extraction of fibre from coconut
husk, and 30.6 per cent are involved in the extraction of Tfibre only
and proceeds no Tfurther with processing. About 97 per cent of the
enterprises in size group 1-2 extract fibre only; this 1is mainly

because it requires less labour.

4.6 Duration of Activity

The activity or duration of running the enterprise in a year
has been classified into the following three categories: (1) casual;

(2) periodical; and (3) year round.

Casual activity: Casual activity may be defined as that activity
which 1is not regular in nature and does not continue Tfor long. To
be more specific, the activity which 1is performed from time to time
either because the person concerned has some spare time or good oppor-
tunity to earn some extra money has been categorised as casual type
if it does not run regularly and continuously for up to one month

at a stress.

Periodical activity: Periodical activity is defined, in this study,
as that activity which is regular for a certain period in a year,
the period being at least one month but less than a year at a stress
There are some establishments which are not run throughout the whole
year but one or more continuous periods in a year, these establishments

fall in this category.

Year round activity: Enterprises which are run throughout the year

regularly fall in this category.

Table 18 presents the distribution of the enterprises surveyed

in the study by duration of activity.

It is clear from the table that 114 establishments (76 per cent)
are operated on year round basis. Among the remaining 36 enterprises

(24 per cent), 18 are casual 1iIn nature and the rest are periodically



TABI™ 18

DISTRIBUTION OF ENTERPRISES ACCORDING TO WORKING PERIOD
(DURING THE YEAR): 1979

Working Period

Size groups

Casual Periodic Year Round
(No. of
employees) Percen- Percen- Percen- Total
umber NumBer Number
tage tage tage
(€) @ (€©)) W ®G) - ©) @) @)
1 -2 8 44 .4 6 33.3 20 17.5 34
(23.5) 7.7) (58.8) (100.0)
3-5 10 55.6 12 66.7 80 70.2 102
9.8) (11.8) (78.4) (100.0)
6 -9 - - - 9 7.9 9
10 + 5 4.4 5
(100.0) (100.0)
TOTAL 18 100.0 18 100.0 114 100.0 150
(12.0) 12.0) (76.0)  (100.0)
Note: Fitures iIn parentheses indicate row percentages.
run enterprises. The number of employment of the establishments,

which are run casually or periodically, varies from one to five. All
the enterprises which are run all the year round have the employment
size of 6 and above. Again, we can see when we look into the figures
in column 7 of the table that the proportion of the enterprises run-
ning throughout the year is larger in size group 3-5 (78.4 per cent)
than that in size group 1-2 (58.8 per cent). All these indicate seve-
ral things: (i) many of the entrepreneurs of smaller size groups be-
long to the poorer section of people so that they cannot collect suffi-
cient fund for working capital to run their enterprises regularly
throughout the year (it was reported by some of the entrepreneurs
of this group that they could not run their business regularly due
to lack of finance); (ii) it has been observed that the quality of

the products of these casual and periodic enterprises is relatively
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poor, perhaps due to lack of seriousness about the occupation of the
entrepreneurs of these groups, which results into Iv ” return and low
profit margin and hence lower capital accumulation for further invest-
ment ; (iil) some people may not always be interested in this profes-
sions, and whenever they are totally or partially free from other
professions they accept it for the tune being; and finally (iv) seaso-
nal flactuation of raw material and product prices render some pro-
ducts less profitable in a particular season, so that come entrepre-

neurs become disinterested in producing the products in that season.

The variatios are not only in the case of period of operation
but also in the case of hours of work per day between the enterprises.
Data on working hours are presented in Table 19. The conventional

8 hours in one shift or 16 hours in two shifts are generally absent

TABLE 19

AVERAGE HOURS AND MAN--HOURS WORKED PER DAY PER ENTERPRISE. 1979

Size groups Average man-hours

Number of Averaf hours
(No. of enterprises "ked per day worked par day
employees) per nterprise per enterprise
-- @ @ (©) )
1-2 34 4.9 6.0
3-5 102 6.6 13.3
6-9 9 8.9 40.7
10 + 5 9.5 97.0
All Groups 150 6.7 16.8

in the case of small-scale and cottage industries of Bangladesh.
The table shows that the average hours an enterprise is run per work-
ing day varies from a minimum of 4.9 hours (for 1-2 size group) to
a maximum of 9,5 hours (for 10+ size group). The average working

hours have increased steadily as the size of the enterprise increases.



40
i’
This together withthe figures of duration of activity in Table 18
suggests that thisoccupation 1is not only irregular in nature but
also, to some extent, part-time, particularly in the cast of smaller
size groups. Indeed, there are several enterprises in size group
1-2 which are run just for an hour per working day; column 4 of Tabic
19 shows that the average man-hours worked per working day varies

from 6.0 for size group 1-2 to 97.0 for size group 10+.

4.7 Age of the Enterprises

In Section 2 of this report, it has been already mentioned that
diffusion of coir technology in this country is very recent it
began to spread in early 1930°s. In this section, the distribution
of enterprises by their age since initial establishment has been pre-
sented. Although, 1in most of the cases, the exact dates of their
establishment are not available since records were not generally kept,
the rough idea about the age of an enterprise has been obtained from

the entrepreneurs and the results have been presented in Table 20.

TABLE 20

DISTRIBUTION OF ENTERPRISES BY AGE (IN YEARS): 1979

enterprises” Nu“ber of Percentage
(in years) enterprises distribution
(1) _ ’ (2)~~- TrT-
than 3 6 4.0
3-5 25 16.7
6 -9 11 7.3
10 - 19 54 36.0
20 - 29 46 30.7
30 + 8 5.3

TOTAL 150 100.0
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It will be seen from the table that 36 pci cent of the enterpri-
ses are in the age group 13-19 ye ;sand another 10.7 per cent arc
in the age group 20-29 years. "his indicates that coir business flour-
ished in this country during the 1950"s and 1960°s. The proportion
of establishments in the age groups 3-5 years is much larger (16.7
percent) than that in the age group 6-9 years (7.3 per cent), which
indicates that there was a sloe growth of the industry iImmediately
after the liberation of Bangladesh (or even the growth might be below
replacement level if mortality oC the previously established firms
were taken into account), and again the growth rate increased during
the famine of 1974 (partly due to unemployment and underemployment
arising cut of famine in 1977, and partly for the scope of earning
to subsidise the high rice price in that year). The table also indi-
cates that, although processing of coir began in early 1930’s in this
country, it spread widely after partition in 1947, and the indusry
got a philip as a result of uhe 19C5 Ineo-Fak war which led to increase

in demand for the products from the then West Pakistan.

5, FINANCE

5.1 Sources of Finance

Given the small amount of capital requirement by coir industry,
financing ci t .ah terpr:r:s rt the 1irii -1 sfv; t is mainly done
out of funds generated through personal savings of the entrepreneurs
accumulated from their previous occupations (Ahmed 1976, Liedholm
and Chuta 1976). It was also observed that, in some cases, a part
or all of the finance is met out of credit mainly from informal sour-

ces (friends, relatives and moneylenders).

The sources of finance for intial capital employed by the sample
enterprises along with the percentage share of each source have been
shown in Table 21. It can be seen from the table that the main source
for the 1initial capital is the personal savings of the entrepreneurs
from agriculture, trade, day-labourjne. and ocher occupations, which

have contributed over 70 per cent cf the total initial capital. The
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TABLF 21

THE AMOUNT OF INITIAL INVESTMENT IN THE ENTERPRISES
BY THE MAIN SOURCES OF FUNDING

Number of
- Total amount Percentage Average amount
Sources of fund enu.rprises (Taka) shar e 3Y/(2
involved 37(2)

(©) I ¢ N ©)) ©) ®
Personal savings 108 13,332 70.4 123.44
Parents 10 2,834 15.0 283.40
Loans 10 2,570 13.6 257.00
Gifts 5 207 1.0 41.40
TOTAL 133 18,943 100.00 132.47
Note: The number of enterprises founded by the entrepreneurs them-

selves Zs 109. But there are enterprises with mere than one

source of finance so that we have 133 enterprises.

number of enterprises involved in such financing has been found to
be 108 (or 81.2 per cent). The other sources of finance are contri-
bution of parents, loans from private sources ana gifts, and their
shares to the total initial capital have been found to be 15 per cent,
13,5 per cent, and 1 per cent respectively. Private sources consist
of friends and relaives, and the village moneylenders. Friends and
relatives sometimes provide loans without any interest but for a very
short period of timee On the other hand, village moneylenders charge
a high rate of interest; 1in one extreme case in Swarupkati, it has
been found that the interest rate charged was 400 per cent which was

to be paid in kind (paddy).

Nora of the enterprises reported taking Qloan from commercial
banks or other institutional sources. It appears that generally the
commercial banks do not advance loans to this type of cottage industry
where the proprietors usually have neither enough fixed nor suffici-

ently large stocks of semifinished goods to offer as collateral.
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5.2 Expansion of Capital

J /o F ml
The expansion of fixed capital since the establishment of the

units and the sources of such expansion capital have been analysed
in this sub-section. Out of 150, only 34 (or 23 per cent) enterprises
undertook expansion on their Tfixed assets since establishment, and
in none of the cases the amount of expansion capital did exceed the
amount of initial investment. Those who have expanded their Tfixed
capital from time to time were primarily dependent on their own inter-
nal resources Tfor expansion. It has been found that more than 95
per cent of these resources consisted of plough back of profits, and
the vremaining part came from personal savings from agriculture and
other sources. Since the absolute size of profitswas small, the
plough back was consequently very small. Again, itwas only a few
enterprises which were originally relatively big;, In size and could
earn profits and, henct, could reinvest out of profits. In most of
the other cases, profits from this business are mainly used for perso-
nal consumption,

T - er -

5.3 The Problem of Financing

The problem of financing the small-scale and cottage industries
is currently a widely discused issue. Lack of adequate Tfinance is
believed to be one of the major hindrance to the growth and expansion
of this sector. In most ofthe cases, theentrepreneurs have offered,
lack of capital or credit has been a ready-to-hand explanation for
a number of difficulties. Introduction of even a minor technical
innovation iIs sailid to have often rendered difficult by the scarcity

of capital (Dhar, 1958).

The case of coir industry is perhaps more acute in respect of
financing. In most of the cases, this industry is a poor man®s busi-
ness; and as such the entrepreneurs are not able to provide adequate
investment funds in their enterprises. The entrepreneurs Tface prob-
lems of Tfinancing both at the initial stage and also in running the
enterprises. Sometimes the entrepreneurs even consume their working

capital, particularly at the time of unforeseen circumstances like



illness. Again, since there 1is no institutional set up to finance
the industry and since loans from private sources involve heavy secu-
rity and very high rate of interest the entrepreneurs are 1in very

difficult position for running the enterprises.

The situation can better be understood from the entrepreneurs”
own perception about the Tfinancial constraint. To assertain whether
finance posed a major difficulty to the sample entrepreneurs they
were asked to state the problems faced by them in starting their busi-
ness, The respondents mentioned a number of problems among which
finance has been found to top the list. Nearly 37 per cent of the
respondents cited Tfinance as the number one problem at the ini&ial
stage. Again, while indicating the need for various types of éssis—
tance from the Government, on overwhelming majority of the entrepre-
neurs (69 per cent) mentioned that they needed credit for working
capital. And finally, 1in seeking the suggestions on how to improve
the condition of coir industry, 52 per cent of the respondents men-
tioned the need for credit for expansion capital. It thus clearly
emerges that finance is one of the main constraints for the growth
of the industry, and it relates to both investment and working capital

needs, more acute iIn the latter cast

6. PROCUREMENT AND MARKETING

6.1 Procurement of Raw Materials

Since both the study areas are Jlocated 1in coconut prbgycing
areas, abundant raw materia;s are locally available to feed théM%;hus—
try. The source media of new materials are producers, middlemen,
wholesellers, and retailers. There are coconut oil producing Tfirms
in the areas which sell coconut husks direct to the coir producing
units, while some coir enterprises which produce only coir fibre sup-
ply their final product to other enterprises where it is further pro-
cessed. Middlemen here 1is the supplier who collects row materials
from elsewhere and supplies them to the enterprises concerned for

some commission. Middlemen generally supply the raw materials at



the doors of the enterprises. Wholesellers generally sell raw materi-
als In the market places at wholesale rates. On the otner hand, retai-
lers sell raw materials both in market places and at the doors of
the enterprises. The practice of selling the raw materials to enter-
prise premises is common in Swarupkati perhaps because of good water

communication facilities.

Tables 22 and 23 present the shource and the place of procure-
ment of raw materials. The most important suppliers of raw materials
are retailers, and the dominant place of procurement of the same 1is
the market place within the thana, The proportion of entrepreneurs
who purchase raw materials mainly from retailers has been found to
be 44.7 per cent (Table 22); and 48.7 per cent (Table 23) of the entre-
preneurs purchase raw materials from markets within the thana,—" Whe-
ther the market place is within the thana or in neighbouring thana,
its maximum distance Tfrom the enterprise has been found to be 10
miles. The main market places in Swarupkati are Miarhat (Indirhat)
within the thana and Nazirpur in the neighbouring thana. Fultola,
Noapara, and Keshabpur are the main marketing centres in Khulna-Jes-

sore zone.

TABLE 22

DISTRIBUTION OF ENTERPRISES BY THE MAIN
SOURCE OF RAW MATERIALS; 1979

Sources of raw Number of Percentage

materials enterprises distribution
a) &) €))

1. Producer 18 12.0

2. Middleman 35 23.5

3. Wholesoller 30 20.0

4. Retailer 67 447

ALL 150 100.0
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TABLE 23

DISTRIBUTION OF ENTERPRISES BY THE MAIN PLACE
OF PROCUREMENT OF RAW MATEIALS: 1979

Place of Number of Percentage

procurement enterprises distribution
(1" (2r ~ QI

1. Enterprise premise 37 24.7

2. Marketwithin the thana 73 48.7

3. Marketin neighbouringthana 40 26.6

ALL 150 100.0

Prices of raw materials are not the same in the two areas. Also,
prices fluctuate rather widely from season to season. Table 24 pre-
sents the range of variation of raw material prices in three conse-
cutive years. The table shows that the magnitude of intra-year varia-
tion of raw material prices weis much larger in Swarupkati than in

Khulna-Jessore zone*§/ Price differences between seasons (difference

TABLE 24

RANGE OF INTRA-YEAR AND INTER-YEAR VARIATION OF RAW MATERIAL (COCONUT
HUSK) PRICES IN TWO MAIN COIR PRODUCING AREAS, 1977-1979

(Price in Tk./100 raw husk)

Swarupkati Khulna-Jessore Zone

Year - _ o _

MEInimum Maximum 3)-(2) as Minimum Maximum (6)-(5) as

price price % of (2) price price % of (5)

@ @ . 1.3). e (D ®) ®) @

1977 70 250 257 60 150 100
1978 90 360 300 60 140 133
1979 90 340 278 60 120 150

Note: Price of medium quality coconut husk.
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of maximum price from the minimum price) have been found to be 257
per cent in the year 1977, 300 p-r cent in 1978, aid 278 per cent
in 1979 in Swarupkati. The corresponding figures for Khulna-Jessorc
zone are 100 per cent, 133 per cent, and 150 per c”nt. Again, raw
material is much more expensive in Swarupkati than in Khulna-Jessore
zone. "The reasons behind these may be the localized scarcity of raw

materials.

The seasonal variation of prices are mainly due to variation
in the supply of coconut husks. In the period of April-June, supply
of coconut husks increases as a result of increased harvesting of
ripe nuts in the period compared to other periods in the year. The
larger variation of prices in Swarupkati than in Khulna-Jessore zone
may be due to other reasons also. It was reported that a proportion
of coconut husks used in Swarupkati has to be imported from the neigh-
bouring places usually by water transport. But at times, particularly
when the inland ccinals become non-navigable due to insufficient water
flow in the dry season, there is difficulty in transportation of the
bulky materials. In Khulna-Jessore zone, unlike in Swarupkati, there

is good road communication as a substitute for water transportation.

Even though prices fluctuate idely between seasons, entrepre-
neurs do not seen to respond to it by storing raw materials when prices
tend to be low. Only 16 per cent of the sample entrepreneurs, irres-
pective of the size of their enterprises, has been found to store
16 per cent of the total requirements of raw materials at the cheapest
period in the year 1979. The remaining 84 per cent of the entrepre-
neurs did not store. Entrepreneurs were asked as to the reasons why
they do net store raw materials, about 75 per cent of them mentioned
that they could not store due to lack of finance, and the remaining

9 per cent did not bother about storing as they might change their

profession.

6.2 Marketing of Finished Products

Marketing of finished products involves a chain of middlemen.

The entrepreneurs carry their Ffinished products to the markets in
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hat day (once or twice in a week) and the business of buying and sel-
ling takes place there. The seller, sell their products not necessari-
ly to a particular dealer every time. Sometimes a number of entrepre-
neurs in the same locality select one from among themselves to go
to the hat to sell their products on a particular day to minimise
marketing costs. The person who undertakes the task gets some extra
remuneration; he 1is a middleman. It can be seen from Table 25 that
this type of cost sharing is done by 22 per cent of the entrepreneurs.
The table also shows that a small number of enterprises (4.7 per cent)
sell their products direct to other coir manufacturing firms. About

43 per cent of the enterprises sell their products to retailers.

TABLE 25

DISTRIBUTION OF ENTERPRISES BY THE MAIN
CUSTOMER OF THEIR PRODUCTS; 1979

Customers Number ?f P?rceqtagg
enterprises distribution

1. Manufacturing firm 7 1 4.7

2. Middleman 33 22.0

3. Wholeseller 45 30.0

4. Retailer 65 43.3

ALL 150 100.0

Table 26 shows the distribution of market places where the entre-
preneurs sell their products. Most of the sample entrepreneurs (96,7
per cent) sell their products in local markets within or in neighbour-
ing thanas. Five of the entrepreneurs have reported that they sell
their products ~n the largest city centres of the country; four from
Swarupkati sell their products in Dhaka and Chittagong, and one from
Khulna-Jessore zone sell his products at Khulna. All of the five

enterprises are larger in size and are run throughout the year. They
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TABLE 26

DISTRIBUTION OF ENTERPRISES BY THE MAIN SALES
CENTRES OF THE PRODUCTS: 1979

Sales centres Number of Percentage
enterprises distribution

1. Market within the thana 116 77.4

2. Market in neighbouring thana 29 19.3

3. Other sales centres 5 3.3

ALL 150 100.0

Note: Other sales centres refer to Dhaka, Chittagong and Khulna, three
important cities of Bangladesh.

can afford to take their products to cities as the quantities of pro-

ducts and hence profits earned arc fairly large.

Generally, the local traders or traders coming from elsewhere
buy the products in lots and sell them to different trade centres
in various parts of the country., already noted Miarhat, Fultola,
and Noapara arc the main local centres for coir business in producing

areas. The main trade centres are Dhaka, Khulna, and Chittagong.

The basis of sale is usually cash. However, there art- some entre-
preneurs (14 per cent) who also, sometimes, sell on credit; only 19
per cent of the sales of these enterprises has been on credit, and
the average length of payment time has been found to be 9 days, varying
from a minimum of 3 days to a maximum of one month. Those who sell
on credit to some extent are the entrepreneurs who (i) are engaged
in this activity on year-round basis, (ii) have larger size enterpri-
ses, (iii) have this activity as their main source of income, and

(iv) have comparatively large working capital.

Prices naturally vary according to quality of the products. Also,

like the prices of raw materials, the prices of the products fluctuate
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widely in different periods of the year. Tables 27 and 28 present
the relevant price data. It can seen from Table 27 that the price
of coir string produced in Khulna-Jessore zone 1is much higher than
that in Swarupkati. This price difference may not be due to different
market situations, but perhaps mainly duo to difference in quality
of the products; the quality of coir string produced in Khulna-Jessorc
zone is superior compared to the product of Swarupkati, which is essen-
tially due to (i) technological differences, (ii) differences in qua-
lities of coconut husks used, and (iii) differences in skills of the

workers between the two areas.

TABLE 27

INFORMATION ON PRESENT MARKET PRICE PER UNIT OF CERTAIN COIR PRODUCT
IN TWO MAIN COIR PRODUCING AREAS: JULY 1979

Quality-wise price per unit

Area and _ (Taka)

unit
products Inferior Medium Superior

quality quality quality
Swarupkati
Coir fibre Seer 2.00 2.75 3.50
Coir string Seer 3.00 5.00 7.50
Coir rope Seer 1.50 4_.25 10.00
Door mat Piece 5.00 8.00 12.00
Khulna-Jessore Zone:
Coir string Seer 7.00 10.00 14.00
Note: 1. 1 Seer = 2.2. |Ibs.
2. 1 piece of standard door mat measures 16f in length and

10?2 in breadth.



TABLE 28
RANGE OF INTRA-—YEAR AND INTER-YEAR VARIATION OF PRODUCT PRICES IN TWO COIR PRODUCING AREAS, 1977-79

(Price in Tk.)

1977 1978 1979
Area and Unit
product Minimum Maximum (4)-(3) as Minimum Maximum (7)-(6) as Minimum Laximum (10)-(9) as
price pric.. % of (3) price price % of (6) price price % of (9)

O) .. @ o o osAL. s B O ™ ® ® @)y ... [¢ED)
Swarupkati
Coir fibre Seer 2.32 4.50 94 2.50 4,70 88 2.77 5.25 89
Coir string Seer 2.76 5,41 96 3.21 6.14 91 3.09 6.28 103
Coir rcpe Seer 1.50 3.53 135 1.80 4.19 133 2.00 3.97 929
Door mat Piece 5.00 8.93 79 5.21 9.86 89 5.92 9.13 57
Other mats f/ﬁc—i- 8.25  10.13 23 8.25  10.00 21 9.00  10.67 19
Khulna-Jessore zone
Coir string Seer 7.31 10.32 41 7.11 10.39 46 7.20 9.83 37

Notes Prices cf medium quality products have been taken.
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Information on marketing suggests that the producers get only
60-70 per cent of the actual pric The middleman, wholeseller, and

retailer get the rest of the share in the sales proceeds.
|

Prices 01 the products have been found to Tfluctuate widely in
both Swarupkati and Khulna-Jessore zone, but more so in Swarupkati,
Such seasonal fluctuation of product prices was observed to be due
mainly to (i) fluctuation of demand for the products, and (ii) fluctua-

tion of raw material (coconut husk) prices.—gl

The price fluctuation is more acute in the case of coir rope,
because the price of this product is also affected by the price4 fluc-
tuation and availability of its close substitute, synthetic rope impor-

ted from other countries.

In general, the entrepreneurs do not store or do not wait for
a long period for the purpose of getting better prices. Some traders
in Swarupkati store products at the time of low prices but only

for short periods.

Co?r 1is now Tacing competition from its close substitutes in
the product market. The nature and extent of competition vary from
product to product and this van, ion is mainly du. to comparative
durability and advantage 1in using the products. The survey results
regarding competition have been presented in Table 29. It can be
seen from the table that severe competition is faced by string and
ropus TFfrom imported synthetic products (the products are both impor-
ted and produced domestically using imported raw materials). In other

cases, the competition is not severe.

6.3 Expo?t of Coir Products

During Pakistan period, export of coir products was completely

in the hands of PakistanI (earstwhile West Pakistan) traders. They

had purch .sing centres in Dhaka, Khulna, and Chittagong. Goods were
usually fhipped from Swcrupkati. An estimated 10 to 12 thousand
mounds (@ mound = 38 Ilb)of various kinds of coir fibre and rope used

to be exported to Karachi per month. A major portion was usually
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TABLE 29

TYPES OF COIR PRODUCTS IN RELATION TO THEIR COMPETING
PRODUCTS, THEIR NATURE, AND ORIGIN

Name of the Competing Origin of the Nature of
coir products products products competition
Coir string 1. Jute string Domestic Mild

2. Steel wire Domestic Mild

3. Nylon string Imported Severe
Coir rope 1. Jute rope Domestic Mild

2. Synthetic rope Imported Severe
Door mat 1. Rubber mat Domestic Mild

2. Jute mat Dome.stic Mild

consumed in Pakistan (West Pakistan) while the rest used to be reexpor-
ted to other countries through Karachi port. Bangladeshi (earstwhile
East Pakistan) traders had no hand in exporting the products; they

supplied the products to the traders from Pakistan.

But after liberation, the Jlocal traders became interested in
exporting the products. In some cases, they have succeeded to seme
extent in exporting coir products. The export trade is in the hands
of private traders. Limited shipping space is one of the problems
for exporting the products. Major exportable items get priority in
ships. As there 1s scarcity in shipping space and coir products are
not among the major exportables, the exports of the products find
it difficult to get shipping space. This discourages export of coir

products.

According to Export Promotion Bureau of Bangladesh, coir products
face severe competition 1in international markets. It is difficult
four our products to compete with the products of other countries

in international quotations, as the production costs of the items



TABLE 30

EXPORT OF COIR PRODUCTS FROM BANGLADESH

A. Period: 1960-1966

Year-wise Distribution (Year: January-December)

Exports

1960 1961 1962 1963 1964 1965 1966
Quality 56 30 10 5 8 9 15
(Metric ton";)
Value 10 7 3 1 3 3 3
(000 US 9%
Source: FAO commodity Bulletin Series 44, Coir: Economic Character-

istics, Trends and Problems, Rome 1969

B. Period: 1974/75-1978/79

Year-wise Distribution (Year: July-June)

Export

1974/75 1975776 1976/77 1977/78 1978/79
Value 8 48 - 46 1,109
(000 Tk.)

Source: Government of Bangladesh, Export Promoti. i Bureau.

1 >

are higher 1in this country than those of other producing countries,
and the quality of the products are not up to international standards*
But the export trade 1is iImproving overtime* Table 30 presents the
available data on export for both pro- and post-liberation periods*
During pre-liberation period the main export items were coir rope
and cordage. The quantity exported was diminishing after 1960; it
was perhaps due partly to increasing home consumption and partly to
growing 1inroads of synthetic fibre in international markets. After
1963 it bgan to increase in volume but the value remaining the same;

the main cause being the competition of synthetic fibre.
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The information on items exported and their volumes is not avaxl-
able during post-liberation period Figures in Tabic 30(B) tell that

the export market for coir products is expanding rapidly.

7. PRODUCTIVITY AND PROFITABILITY

7.1 Capital Employment Per Worker

Capital employed per worker or capital-labour ratio gives the
capital intensity of the industry. The ratio has been defined as:
F o+ W

S S

rc © L
n

Where rC - Capital-labour ratio:

T - Fixed capital. It has been taken as the replacement cost
of fixed assets (excluding the value of land and struc-
ture) ;

W = Technologically necessary working capital. The technolo-

gically necessary working capital includes all the items
of working capital (see Section 3, Sub-section 3.3) minus
stock of finished products and outstanding credit (these
items have no determin e relation, iIn a y strict senses
with the technical process of manufacture);

Lr = Entire working force, including hired workers plus the
family members and others who contribute labour.

Table 31 presents the results. Column 2 of the table shows that
the current per capita capital requirement of the industry is rather
low; and that should be so as existing technology is traditional and
backward. The average capital employed per worker has been found
to be Tk. 33 only. It will also be seen from the table that the ave-
rage capital requirement per worker vary slightly between the enter-
prises of size groups 1-24 3-5, and 6-9 only Tk. 23-29 per worker;
but the ca )ital requirement by the enterprises of size group 10 is
about 5-7 limes of that in other size groups. This variation in capi-
tal intensity may be expla: ned by the simple fact that the enterprises

of the Ila~gest size group employ relatively capital intensive semi-
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TABLE 31

CAPITAL EMPLOYED PER WORKER IN THE SAMPLE ENTERPRISES

Size groups Capital/worker
(no. of employees) (rc in Taka)
@ @)
1- 2 23
3-5 25
6 -9 29
10 + 154
ALL 43

mechanised methods of poduction while the others fullow traditional

manual methods of production.

7.2 Gross Value of Output and Its Elements

Gross value of output gives the magnitude of the total output
produced by the industry in a particular period of time. It has been

calculated, in this study, as follows:

vV = v .d.

8 i

Vg = Gross value of output;

v = Value of the product produced by 1ithenterprise on ave-

rage per day of operation of the enterprise;

= Number of days of operation of theith enterprise 1in
a year.
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Tabic 32 presents the gross value of output of the sample enter-
prises classified by size of cmpxoyment. The average gress value
of output per enterprise has been found to be Tk. 8,542 only. The
effect of the size of enterprise on output is significant. For compa-
rative purpose, average dgross output per man-day has been calculated
for different sized enterprises. Column 4 of Table 32 shows that
the average gross output per man-day for size 10t is more than four-
fold (Tk. 28.54) of that of size 1-2 (Tk. 6.07). Also, it increases
with the size of enterprises. This may not only be due solely to
the effect of size (scale economies) of the enterprises, but also
differences in stages and technique of production used by different
size of enterprises. As already discussed in Section 4, most of the

enterprises of smaller size groups (particularly enterprises of size

group 1-2) are 1involved in earlier stages of production, and their
final products are used by the larger size enterprises for further

processing. Naturally, the value,of the products of larger size enter-

TABLE 32

GROSS VALUE OF OUTPUT OF TIE SAMPLE ENTERPRISES: 1979

Size groups Gross value of Average (Vg) Average (Vg)
(no. of output (Vg) per enterprise per man-day
employees) (Taka) (Taka) (Taka)
(€)) @ (€)) “@
‘it .

1-2 37,056 1,090 6.07

3-5 529,881 5,195 11.63

6 -9 195,300 21,700 14.23

10 + 519,000 103,800 28.54
ALL 1,281,237 8,542 15.33

Note: One man-day is equal to 8 hours of working by a single worker
in an enterprise.
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prises is higher than those of the smaller size enterprises. This
will be clear from the analysis the elements of gross value of

output by size of enterprises.

The Elements

The gross value of output has been broken down into raw materi-
als, hired Ilabour charges, depreciation of machines, equipment and
tools, other costs, and the residual. Table 33 presents the breakdown

of gross value of output.

The T"residual® includes several items such as return on entrepre-
neur’s capital, his profit, his own wage, and wages of the unpaid
family labour. ~Profit should ideally be treated as a separate item,
and not included in the residual. But the important thing here is
not the profit as such but the returns to entrepreneur’s Tamily,
Moreovers there are problems, 1in this case, 1in calculating profit

also. One of the major problems is to compute the wages of TfTamily

labour.

The table shows that the residual is the most important element
(44.6 per cent) in gross value of output. The next important element
is raw material (42.9 per cent). Residual and raw material together
accounts for 87,5 per cent of the gross value oi output. It is inte-
resting to note that with the exception of size group 1-2 employment,
the proportion of residual to gross value of output decreases, and
the propoition of raw material increases as the size of the enterprise
increases. This can be explained as followss (i) a majority of the
larger siz3 enterprises use semi-processed raw materials (as mentioned
earlier), the value of which will naturally pull the share up as com-
pared to others; and (ii) larger size enterprises use relatively more
hired labour. Although the relative share of residual in gross value
of output is much lower in 10+ size group compared to others, residual
per enterprise is much higher in this group. Again, if we compare
the relati/e shares of raw materials and residual of the enterprises
of size groups 1-2 and 3-5 employees, we can see that the share of

raw material is higher and the share of residual is lower in the size



Size groups
(no. of
employees)
@

1-2

3-5

6 -9

10 +
ALL

Note: Figures

No. of
enter-
prises

@

34

102

150

in parentheses

ELEMENTS P* GROSS VALUE OF OUTPUT

Hired

Raw

_ labour
material
charges
(©)) D)
14,596
(39.4)

119,700 12,450
(22.6) 2.3)
81,300 16,980
(41.6) (8.7

334,500 81,1800
(64.4) (15.6)

550,096 110,610
(42.9) (8.6)

TABLE 33

IN THE SAMPLE ENTERPRISES: 1979

Elements of Gross Value of Output (Taka)

Depre-
ciation

®

467
-3

2,226
©.4

505
(0-3)

3,364
©.7

6,562
(0.5

indicate row percentages.

Others

-(6)

708
1.9

17,857
G-9

4,989
-3

18,985
G-

42,539
3-3)

Gross value Residual per
Residual of output enterprise
(Total) QYA
@ - ® 12)
21,285 37,056 626
(57.4) (100.0)
377,648 529,881 3,702
(61.3) (100.0)
91,526 195,300 10,170
(46.9) (100.0)
80,891 519,000 16,196
(15.6) (100.0)
571,430 1281,237 3,810
(44.6) (100.0)
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group 1-2 than those .in the size group 3-5 respectively. This 1is
simply because majority of the enti jrises of size group 1-2 are invol-
ved 1iIn simple processing of raw materials rather than manufacturing
(see Section A), while the majority of the enterprises of other size

groups are involved in both processing and manufacturing activities.

Depreciation 1is usually an important factor .in manufacturing.
But in this small-scale and cottage industry,, where there is not in
use sophisticated machinery, it is naturally not a significant factor.
Depreciation constitutes only 0.5 per cent of the gross value of

output.

The element ’others™ in the table includes cost of transportation,
interest payments, taxes (only hat tax? a kind of sales tax), and
miscellaneous costs. Interest payments are very low because of the

limited use of external capital.

It can be deduced from the data that the major costs involved

in coir processing are raw material and labour charges.

7.3 Output-capital Ratios

Output capital ratio is a statistical relationship that relates
the flow of income in a given period to the stock of capital; or it
measures the average productivity of capital employed by the industry,
The mean, ogfulness of these ratios depends upon the definitions of

the key concepts of capital and output.

The :atio has been defined in this study as?

Q
ro F_ + W
s s
where, rc = Output-capital ratio?
Q = Output; it is defined as the net value added by manu-
facture. The ’value added’” has been calculated as gross

value of output minus value of raw materials and depre-
ciation charges;
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FS = Fixed capital as defined earlier in Sub-section 7.1;

W - Technically necessary working capital as defined earli-
er, also in Sub-section 7,1.

According to the definitions used for capital and output, the
ratio here measures the amount of income per unit of capital employed
in the industry. Table 34 presents the results. It is clear from
the table that income generated per unit of capital employed in the
industry 1is quite high. This 1indicates a high capital productivity
of the 1industry. It has been observed that productivity of capital
differs, even for producing similar products, between enterprises.
This 1is perhaps attributable partly to technological variations 1in
production process between enterprises. It can be seen from the table
that the ratios vary from a low figure of 17,3 in the case of the
enterprise of size group 10+ to a high figure of 62.5 in the case

of the enterprises of size group 6-9.

TABLE 34

OUTPUT-CAPITAL RATIOS OF THF SAMPLE ENTERPRISES; 1979

Size groups Output/Capital
(no. of employees)

1. 2 19.7
3- 5 50.5
6 -9 62.5
10 + 17.3
ALL 33.8

The table also shows that the average productivity of capital
first increases as the employment size increases up to a certain limit

(employment size 6-9), and then decreases as the employment size in-



62

creases beyond that limit. Again, it has been observed that the capi-
tal intensity of the industry 1i. positively related to employment
size (Table 31). The best way to analyse these phenomena is to Ffit
production function and then to split the sample units iInto various
size groups in order to see if there are additional scale economies
in the output range studied. However, it has not been done in this
study - But, at the moment 1in explaining capital productivity, it
may be argued that there is a certain range of capital requirements
by the 1industry at which productivity of capital 1is maximum. More

capital investment does not necessarily mean more return on capital.

7,4 Output-labour Ratios

Output-labour ratio measures the relationship of the flow of
income 1In a particular period of time to the labour force employed
in the industry. The exact nature of relationship depends upon the
definitions of the key concepts of output and labour. For analytical

purposes, two sets of ratios have be™n calculated.

@O r = @) r? =
L L
n m
where, r., r™ — Output-labour ret .os;
Q = Output as defined earlier;

= Entire work force as defined -earlier; and

= Total man-day worked by the workers in a year.

According to the definitions used to measure the relationship
of output to labour, r~ will indicate the average output per worker
per year, and rO will refer to the average output per man-day worked
by thelabour force employed in the industry. Since a larger propor-
tion (74.6 per cent; see Section 3) of the work force in the industry
is employed on a part-time basis, the number of workers in the deno-
minator of the ratio (™) will not reflect the actual picture of the
industry. In order to get more useful results, the has been calcu-

lated.
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Table 35 presents the corresponding figures of r~ and r~. The
figures in the table indicate that the values of botii r» and r~ for
the enterprises of size group 1-2 are the lowest of all size groups.
It may be recalled that the majority of the enterprises (56 per cent)
of this size group use the most traditional manual methods to extract

coir fibre only, the returns to which may be necessarily lower. Again,

TABLE 35

OUTPUT-LABOUR RATIOS OF THE SAMPLE ENTERPRISES: 1979

(Size groups Output/labour
(no. of employees)
ri 12
(Taka) (Taka)
1~ 2 449 3.61
3-5 1,259 8.95
6 -9 1,802 8.27
10 + 2,664 9.96
ALL 1,438 8.67
Note: r” is output per worker and is output per man-day worked.

most of the entrepreneurs of this size group are involved in this
activity cn a part-time basis and also their occupation is not year
round. These may be the main causes of very low return of the enter-

prises of this size group.

The overall picture shows that the activity is not highly attrac-
tive in terms of private profitability at the existing state of tech-
nology. But the essential social and economic reason for the exis-
tence of tne industry is that a large number of people are employed

somehow to subsidise their income.
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8. SUMMARY, POLICY IMPLICATIONS AND CONCLUSIONS

8.1 Summary

General

Coir or coconut Tfibre is obtained from the fibrous husk which

lies between the outer shell of the coconut and its 1inner kernel,

and is thus a by-product of coconut production. There are three types
of coir fibre: yarn fibre, bristle fibre, and mattress fibre. of
these, only the yarn fibre is suitable for spinning. It is obtained

from the husks of unripe nuts. Bristle and mattress fibres are extrac-

ted from the husks of ripe nuts.

lhere are three methods of producing coir Tfibre from coconut:
husks. They are traditional manual methods, improved or semi-mechani-
cal methods, and modern mechanical methods< Virtually all of these
three methods are now being more or less used to extract coir fibre

in Bangladesh. But traditional manual methods are in wider use.

Coir has a variety of end-uses. Bristle Tfibre is used in the
manufact’ire of rubberized coir which is used by the furniture and
automobile industries for the interior of seats. It is also used
in carptt making, brooms, brushes, and salt bags. Mattress Tfibre
is used for upholstery, staffing spring mattresses, door mats, protec-
tive packaging, and insulating materials. And yarn fTibre is exclu-
sively used in ropes and twines, including marine cordage, ropes for
the timber industry and horticulture twines. It is also widely used
in making string for use in house building, mat manufacture, and fish-

ing net making,

A variety of products such as string, rope, door mat, floor mat,

and cricket mat are produced in Swarpukati, An improved quality of

coir strirg is produced in Khulna-Jessore zone.

Perhaps the most traditional coir product 1in this country is
mattress Tfibre for use in spring mattresses. All other types of coir

manufacturing 1in this country 1is a relatively recent phenomenon.
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According to local people in coir producing areas, the activity began
around 1930 in Swarupkati. Then 1 spread into othe coconut produ-

cing areas such as Khulna-Jessore zone.

Survey Findings

The sample units have been classified into four size groups accor-

ding to the number of employment; they are 1-2, 3-5, 6-9 and 10-r.
A largo majority of the units surveyed (68 per cent) fall in the size
group 3-5. Only 3.3 per cent of the enterprises employ 10 or more
crkers. The average size of employment has been found to be 3.4
including those entrepreneurs who contribute direct Ilabour to the

enterprises. The average size becomes 3.9 including all entrepreneurs.

Nearly 47 per cent of the owners contribute direct labour to
the production process and their number constitutes about 14 per cent
of the total workforce in the coir industry. More than 69 per cent
of the v rkers are the members of the owners5 family and the remaining
16.6 per cent are hired workers.

J -
The proportion of female workers 1is 62.7 per cent. Slightly

less than 9 per cent of the workforce is children. Nearly throefourths

(74.6 per cent) of the entire workforce arc employed on parttime basis.

The average monthly wage of a hired full-time male worker has
been found to be Tk. 214 and that of a female Tk. 96 only. These
are about the same as minimum agricultural wages prevailing in the

areas.

There are only five enterprises in the sample which have land
and structure exclusively used for coir manufacturing purposes. In
other cases, work 1is performed sometimes iIn open spaces anhd sometmcs
in veranda (parlour) of dwelling houses. Only four of the enterprises
have hand-criven machines (rope machine), the average value of which
is found tr be Tk. 3,000 only. The other 146 of the sample enterprises

are using _ools and equipment for coir processing.
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The average initial capital invested per enterprise set up during
the last five years prior to 197. (average of 31 such enterprises)
has been found to be Tk. 356 only; the amount of such initial invest-

ment ranges from o minimum of Tk, 20 to the maximum of Tk. 6,000 in

two extreme cases.

The capital structure shows that nearly 79 per cent of the total
capital i1s working capital and about 21 per cent fixed capital (exclud-
ing the values of land and structure). It also shows that the capital
required by the industry vary according to the size of employment

and the variation in technology.

The entrepreneurs in coir industry generally belong to the land-
less and near landless groups. Survey results show that 94 per cent
of the entrepreneurs have only up to one acre of land. Study of occu-
pational origion of the entrepreneurs indicate that 68 per cent of
the grandfathers were mainly engaged 1in agriculture; the proportion
was reduced to 46.7 per cent in the case of the fathers; and it is
down to only 12 per cent in the case of the present entrepreneurs
themselves. As the people became landless after generations to come,
they have shiften their occupation to other directions. It has been
found that day-labouring and coir industry have become nearly equally
important as the main source of income of trie poor in coir processing
areas. It appears that lack of employment opportunities iIn agricul-
ture and availability of raw materials and markets for coir products

encourage people to set up coir manufacturing enterprises.

Of the total of 150 sample enterprises, 114 (76 per cent) arc
operated on year round basis, and the rest (24 per cent) are casual
and periodically run enterprises. Again, more than 90 per cent of
the enterprises are run less than 8 hours on an average per working
day. These suggest that coir processing is mainly a part-time occupa-

tion of the rural poor to subsidise their livelihood.

The sources of finance for initial investment in the sample enter-
prises were personal savings (70.4 per cent), parents (15 per cent),

non-institutional loans (13.6 per cent) and gifts (1 per cent). None
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of the enterprises took loan from commercial banks or from other ins-
titutional sources for the purpos. of either initial investment or
expansion capital. It appears that finance is one of the main cons-
traints for the growth of thw.: industry; and it relates to capital

requirements, more importantly to working capital.

Raw materials for the 1industry arc procured locally. The main
suppliers of raw materials are producers, middlemen, wholesalers,
and retailers. Season to season variation of raw material prices
is very significant. Yet the entrepreneurs do not tend to buy raw
materials for storing purposes when they are cheaper. The main reason
is lack of finance; only 16 per cent of theentrepreneurs were found
to store an average of 62 per cent of the total requirements of raw
materials when they are cheaper. The large majority (84 per cent)

of the entrepreneurs do not store.

Raw materials are cheaper in Khulna-Jessore zone compared to
Swarupkati . This indicates that the supply of raw materials is rela-

tively better in Khulna-Jessore zone than in Swarupkati.

Marketing of finished products also involves a chain of middle-
manship as in the case of procurement of raw materials. About 97
per cent of the entrepreneurs sell their products in local markets
within or 1in neighbouring thanas; the others sometimes carry their
produces to important city centres like Dhaka, Chittagong, and Khulna
in the hope of better prices. Seasonal fluctuation of product prices

is also acute like raw material prices.

Prices of coir string, the only product produced in Khulna-Jessore
zone is much higher (almost double) in chat zone than in Swarupkati.
The reason has been found to be the better quality of the product
in the Khulna-Jessore area the entrepreneurs of the area use bet-
ter technology and the right type of coconut husks. As there is abun-
dant supply of coconut husks in Khulna-Jessore zone, the entrepreneurs
always have a greater degree of freedom to choose the right type of

coconut husks.
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Some of the coir products, particularly string and rope art now
feeing severe competition from sytohetic fibre imported from abroad
or produced locally using imported raw materials. As a result, the
producers of coir very often face problem in marketing of the products,

and it becomes difficult on their part to sustain in such situations.

Export of coii is not very important in terms of volume. Export
trade of ccir is iIn the hands of private traders. They face various
problems in exporting the products. Limited shipping space, higher
production cost, and inferior quality of the products are considered
to be the main problems in export trade. In spite of that, export
market of the products is expanding rapidly. Export warnings from
these products was Tk. 0.46 million in 1977-78 which rose to Tk. 1.109
million in 1978-79. Pakistan is the chief customer of our coir pro-

ducts.

The major cost involved 1in the production process is raw mate-
rial. The share of raw materials in the gross output have been found
to be 42.9 per cent; hired labour charges 8.6 per cent, and residual
(see Section 7) accounts for 44.6 per cent of the gross output. The
average gross value of annual output per enterprise has been estimated
at Tk. 8,542. The gross value of output and value added per man-day
have come out to be Tk. 15.33 and Tk. 8.67 respectively. Labour pro-
ductivity increases with the increase in capital employed per worker.,
Productivity of capital seems to be very high in this industry. The
most 1inefficient enterprises appear to be those which are involved
in coir extraction only, while those which are .involved in manufactur-
ing activity appear to be far more efficient in terms of labour and

capital productivity.

8.2 Policy Implicatons and Conclusions

Some concrete policy proposals relating to promotion of the coii
industry emerge Tfiom the evidence generated by the study. While sug-
gesting the policies, relevant points which have not been mentioned

in the main body of literature of this study need to be discussed.



Raw Materials

Coconut grows all over Bangladeshj but the coastal areas such
as Barisal, Khulna, Jcssore, Nookhali, and Faridpur districts together
produce about 76 per cent of the total nuts of the country. The con-
centration of coconut palms and a good river transportation system
in this southern region of the country facilitate easy collection
of coconut husks. This together with natural retting facilities provi-
des the basis for the expansion of the industry in this region. Cur
field observations suggest that the available official statistics
on coconut production (sources Bureau of Statistics, 1979) 1in this
country seem to be gross underestimates. We have tried to assemble
a reasonable figure for the coconut production in the country, but
without success. It is clear that a comprehensive survey is necessary
to cssertain it, And obviously a correct assessment of coconut produc-

tion in the country is essential for planning purposes.

Immature coconuts (green coconut) are often plucked as there
is a heavy demand for its water content in this tropical country.
Sometimes, the price of such inmature nuts becomes almost as high
os the price of ripe nuts. The farmers do not, therefore, wait for
the nuts to ripen. There 1is a strong Tfeeling among coir producers
that plucking of green coconuts should be banned by legislation, so
that more husks of ripe nuts are available for coir extraction. It
has an additional advantage also the production of coconut oil
can be increased, which can save some foreign exchange- as coconut
oil is an important import item. In these regards, cultivation cf

coconut palms also should be encouraged.

Labour Supply

Labour will not be a problem if the industry expands. There
are large numbers of landless Ilabourers and marginal farmers with
very limited employment opportunities. This industry also has a tradi-
tion of employing large numbers of women. Hence, there 1is almost

unlimited supply of labour available for employment. Indeed, one
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major jJustification for promoting this industry may be promotion of

female employment,,

Supply of Entrepreneurship

The availability of people to undertake or expand coir manufactur-
ing is also not a constraint. Landless cr near landless rural people
will find self-employment opportunities in the industry, and with
facilities for training and finance availabale to them there is no

reason why they should not do well.

Credit

The poor people who generally own coir enterprises have acute
financial problems. They need funds for both initial and working
capital. Funding is the immediate need both for existing enterprises
for their survival and growth, and for establishing new enterprises.
These people also generally do not have any collateral to offer as
to securt loans. Arrangements should be made for them to get loan
without having to offer security. People are of the opinion that
initial assistance, should be provided in the form of machinery, equip-

ment, and tools,

Marketing

Appropriate measures are necessary to improve the marketing system
prevailing in tha country. In the present structure, a substantial
margin is appropriated by a chain of iIntermediaries from the raw mate-
rial stage to the disposal of final products. In this respect, attempt
may be made to encourage development of producers* cooperatives so
that their bargaining capacity increases which may enable them to
improve their self-reliance and reduce then dependence on intermedia-

ries.

The internal market appears to be potentially large, but no sys-
tematic attempt has so Tfar been made to develop it. The measures

that will be helpful in this context include (i) diversification and
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upgrading of the products, and (ii) sales promotion activities. Coi
fibre is used to produce a number of products in this country, but
it can be used to manufacture many more products already developed
in countries like India and Sri Lanka (FAG, 1969; Unnithan, 1970)<
Upgrading of the products also can increase the use of coir Ffibiv
in this country,. For example, if the quality of the rope and cordage
produced 1is sufficiently improved, it can substitute synthetic rope

in marine and other uses (local people’s view).

Sales promotion activities should include a network of sales
depots and accredited dealers, and show-room-cum-sales depots in every
potential marketing centre. Arrangements for publicity is strongly
recommended for sales promotion. We have observed that people in
many parts of the country do not know the use of the coir Ffibr>~ or

its products.

An import restriction on certain products such as synthetic rope
and cordage will be needed to protect coir industry from severe compe-

tition from outside.

In order to protect the coir producers from the adverse effects
of price fluctuation iIn the home market, appropriate price stabilisa-
tion measures seem called for. As a first step in price stabilisation,
floor prices may be officially set for the products. But, in order
to do that, the Tfirst necessary tiling is the introduction of grading
and standardisation of coir products. Grading and standardisation
are also necessary for export purposes, as uncontrolled export of
substandard coir goods had adversely affected the foreign trade in

coir in India (Unnithan, 1970).

Export.of coir products from Bangladesh is insignificant compared
to India and Sri Lanka. The competitive strength of coir products
of different countries in the international maiket depends also on
their relative price advantages. Hence, side by side with measures
for improving quality, necessary steps should also be taken to reduce
cost of sales. In this regard, arrangement may be made with national

shipping lines so that they charge lower freights for coir, the low
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value product compared to other exportables. Further, exporters may
also be encouraged by giving priority in shipping space; this will
help to reduce the cost of storage at the port (see Section 6) and

chhance price competitiveness of the product.

Technology and Training

As we have seen, the overall productivity in coir 1industry is
very low; in many cases, it is not sufficient even to ensure a subsis-
tence income to the entrepreneurs. Increase in productivity of the
industry depends to a large extent on the improvement of techniques
of production, and the efficiency of the workers. Suggestion has
been made by an expert from Sri Lanka that the existing techniques
can be improved by the use of contrivances (a simple mechanical device
used to produce coir yarn and rope) as in Sri Lanka, which can be
produced locally and the design may be supplied on request (Wickrama-

singha, 1977).

The efficiency of the workers depends to a large extent on their
skills. Training is necessary for skill formation. It also provides
the workers with technical information on various products. Hence,
training Tfacilities should be created to train the entrepreneurs as
well as the workers. Training programmes may be arranged as joint
venture between Bangladesh and neighbouring countries of India and
Sri Lanka, where coir industry has made strong headway. One way of
doing this is to send some craftsmen to India and/or Sri Lanka for
receiving training in this field. The other way may be to bring some
craftsmen here from those countries to train up our craftsmen. History
of diffusion of coir industry in this country (see Section 2) suggests
that the former will be more fruitful. In this case, one must be
very careful inselecting the persons to be sent, they must be real

craftsment.
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FOOTNOTES

Thana is on administrative unit with anaverage area of 120
sq- miles, Swarupkati thana .is in the district of Baris<~I
which is located in the southern part of Bangladesh.

EPSIC -East Pakistan Small Industries Corporation. Mow It;
is named as BSCIC, Bangladesh Small and ColLtage Industries Cor-
poration.

Union is a local administrative unit with an averagearea of
roughly 12-15 sq. miles; 10-15 such unions comprise a thana.

A deep forest m Bangladesh,

Initial capital refers here to both fixed (other than land and
structure) ar.d working capital initially invested.

Tn true sense of the term, only "rope machine*® may be cailod
machine, and others fall into the category of tools/equipment.

Data on volume of purchase are not available.

In general, price of coconut husk goes up m November-January,
and goes down m April-June.

It was observed that the prices of some products always follow
the raw material prices. But of course, seasonal pattern of
demand of some other products Affect the price variation; for
example, price of finer quality coir string (produced in
Khulna-Jessore zone) increase in April-June due to increase
in demand (coconut husk is at the- time cheaper) as it has larger
demand for net making them.
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