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PROFITABILITY OF TRADERS ENGAGED IN BANDHEJ CRAFT

DR. RUBY JAIN
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DEPARTMENT OF HOME SCIENCE
UNIVERSITY OF RAJASTHAN
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AMBIKA TIWARI
RESEARCH SCHOLAR
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ABSTRACT
Bandhej is a big handicraft sector involving lakhs of artisans and thousands of traders especially in the Rajasthan and Gujrat states. The craft involves a long and
complex supply chain having designer, tiers and dyer working under the umbrella of manufacturer at production level and raw material supplier (greymen),
manufacturer, wholesaler and retailer working as traders at the distribution level. The paper attempts to study the industry structure and also the profitability
ratio of the various trading stakeholders of the Bandhej craft and tries to probe the forces of profitability determining the profit at the production level and
reasons of difference of income that afflicts some of the stakeholders.

KEYWORDS
Bandhej, Supply chain, Profitability, Income.

INTRODUCTION
andhej clothes contribute substantially to the economy and export earning of the country; it is an important trade activity having a long and complex
supply chain. The supply chain in the handicraft industry in India is generally long with many intermediaries involved. The intermediaries organize and
coordinate the work supplying inputs, specifying quality expectations and delivery dates, making payments and providing market access (Jones & Shaikh,
2005).
This handicraft also requires raw material in the form of fabric and undergoes various processes of production and finally through distribution it reaches to the
consumer. The finished product reaches to the end user through many intermediaries under trader’s category. Each handicraft industry has its own structure
and the profitability depends on the best practices adopted at each stage by the respective stakeholders. Besides this, they have to work in a sequential order,
so any obstacle at any one stage affects the other affecting the entire chain. According to (Porter, 2008) “ Understanding the competitive forces, and their
underlying causes, reveals the roots of an industry’s current profitability while providing a frame work for anticipating and influencing competition (and
profitability) over time. A healthy industry structure should be as much a competitive concern to strategists as their company’s own position”. Thus, this study
was conceptualized by studying the structure and the role of various players involved and this was followed by examining entire supply chain, profitability and
factors affecting it.

OBJECTIVE OF THE STUDY
The main objective of the study was to analyze the supply chain and profitability ratio of the traders engaged in Bandhej trade.

HYPOTHESES OF THE STUDY

The profitability would depend on the sales and thus the hypothesis framed was:
There is no significant difference in the mean monthly sales of the traders of the three cities

RESEARCH METHODOLOGY

The present study was carried out in Jaipur, Sikar and Jodhpur cities of Rajasthan which are highest producing tie and dye clothes in terms of quantity. Since this
is the handicraft the artisans are awarded every year for their excellent contribution, they became the source of information to understand the structure of the
industry. Separate lists of the traders involved in the Bandhej trade in the three cities were made with the help of the National awardees and manufacturers.
Further, 10 percent of the approximate total number of the greymen, manufacturer, and wholesalers were selected randomly for the purpose from the
respective three cities. As the retailers are in big numbers, only 5% retailers were taken from each of the cities. The snowball method was used to approach
these people. Table 1 shows the number of traders selected in the three cities under respective categories. The semi-structured interview schedules were
prepared for greymen, manufacturers, wholesalers and retailers to draw information about the turnover and profitability in the trade considering the objective
of the study.

TABLE 1: UNIVERSE OF THE STUDY

CITY TOTAL POPULATION TOTAL
Greymen | Manufacturer | Wholesaler | Retailer

Jaipur 200 130 150 500 980

Sikar 10 40 0 200 250

Jodhpur | 50 50 80 400 580

Total 260 220 230 1100 1810

SAMPLE SELECTED FOR THE STUDY

Jaipur 20 13 15 25 73

Sikar 01 04 00 10 15

Jodhpur | 05 05 08 20 38

Total 26 22 23 55 126

Source: Primary data was collected from traders (2013) after baseline survey
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RESULTS AND DISCUSSIONS

STRUCTURE OF THE INDUSTRY

The involvement of all players in the entire supply chain can be understood from the fig.1 showing the structure of the industry and involvement of the
stakeholders (Jain & Tiwari, 2013). Procurement of the raw material is done from the ‘greyman’, so called in the trader’s community by the manufacturer who
takes the charge of production through artisans and finally the wholesaler and the retailer are responsible for distribution to the customers.

FIG. 1: STRUCTURE OF THE INDUSTRY

Traders

Procurement Production Distribution

Grey men .
y Manufacturer Retailer

Big Supplier of .
raw material » ity base » A unit holder » Wholesaler »

suppliers)
Consumer

" Designer Dyer

Artisans

Source: (Jain & Tiwari, 2013)
The artisans are working in a decentralized mode in their clusters and have connection with the outside market through some indirect link that is the
manufacturer in this handicraft activity. In Bandhej there are many steps, in the production process from raw material to the finished product, each involving
different people and separate financing. Production entails designing, tying and dyeing thus all the artisans involved have significant role in supply of the final
product and they work under the manufacturer. All the stages affect the cost of the product and the time cycle of the product process. It makes the entire
process complex. The sourcing of raw material, complexity of the production, and distribution challenges the supply chain
Supply chain profitability is the total profit to be shared across all supply chain stages. Hence, it became imperative to take into account the costing and profit
ratio at each level (raw material to finish product) in the supply chain of Bandhej craft. The finished garments reach to the consumers through the chain of grey-
suppliers (the persons who deal in raw material), producer or manufacturer, wholesalers and retailers after being manufactured by the skilled hands of
designers, tiers, and dyers. Thus profitability at these three important stages viz. procurement, production and distribution of the traders involved at each stage
is as follows:
PROCUREMENT
In this industry the raw material supplier is known as Greyman, hence this nomenclature would be used for him. The city based greyman within the state of
Rajasthan procures the raw material from the big city supplier. The Table given below shows the average costing of grey material of different varieties to the
greymen and to the manufacturers. The average profit percent of the greymen on the sales volume is also depicted as responded by them during the interview.
The profit earned on cotton is 8-10%, whereas, the profit on silk varieties (Ojharia, Georgette, Crepe and lItallian) is 2-4%. Moreover, the greymen also earns
extra income of interest on the billed amount, as the purchasing is done on credit basis by the manufacturer. The interest rate may vary from 1-2%.

TABLE 2: COST BREAK-UP OF THE GREY MATERIAL (BLEACHED) (n=26)

Grey-material Cost to Greyman | Cost to Manufacturer | Profit of greyman (incl. interest)
Ojharia 30gm 90/m 94-100/m 2-4%
60gm 100/m 104-110/m 2-4%
Georgette | 40gm 110/m 114-120/m 2-4%
60gm 150/m 155-160/m 2-4%
80gm 210/m 215-220/m 2-4%
Italian 60gm 135/m 140-145/m 2-3%
Crepe 150/m 155-160/m 2-4%
Cotton Suttu (Mulmul) | 17-18/m 19-20/m 8-10%
Lattha 22-23/m 25-26/m 8-10%
Sooti 35-40/m 42-44/m 8-10%
Synthetic 35-50/m 38-55/m 2-5%

Source: Primary data collected from greyman
MEAN MONTHLY SALES AND INCOME OF THE RAW MATERIAL SUPPLIER (GREYMEN)
The approximate mean monthly income of the greymen of the three cities is shown in the Table 3. The mean sales quantity was taken after considering the
maximum and the minimum sales quantity of each variety of grey sold in the three cities. Regarding separate quantity of sales for each variety of grey, it was
found that the ratio of sales of Ojharia, Georgette and Crepe/Italian silk is 70:20:10 on an average in Jaipur and 70:15:15 in Sikar. In Jodhpur, the ratio of sales of
Ojharia/ Georgette, synthetic and cotton is 10:30:60 approximately. Thus the total sales volume of an individual respondent was trifurcated in the same ratio
and calculated according to the rate per meter.
The total sales volume of Jaipur based greymen is Rs. 34,53,366 and at the rate 3% profit the income is Rs. 1,03,600/ month, in Sikar the sales is Rs. 25,69,867
and income is Rs. 77,096/ month and in Jodhpur the mean monthly income is Rs 39,936 as shown in Fig.2.
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TABLE 3: MEAN MONTHLY SALES AND INCOME OF GREYMAN (n= 26)

Sales in Jaipur Maximum | Minimum Average Type of Cloth Quantity Rate/m. Total Sales
(meters) (meters) (meters) (meters) Volume (Rs.)
48866 16600 32733 Ojharia (70%) 22913 100 2291333
Georgette (20%) 6546 110 720132
Crepe/Itallian (10%) 3273 135 441899
Total Quantity 32733 3453365
Mean Income (3%) in Rs. 103600
Sales in Sikar 29000 21333 25166 Ojharia (70%) 17616 100 1761600
Georgette (15%) 3774 110 415140
Crepe/Itallian (15%) 3774 135 509490
Total Quantity 25166 2686541
Mean Income (@3%) in Rs. 80586
Sales in Jodhpur | 15400 9600 12500 Ojharia/Georgette (10%) 1250 105 131250
Synthetic (30%) 3750 24 90000
Cotton (60%) 7500 50 375000
Total Quantity 12500 596250
Mean Income (3% for silk, 2.5% for synthetic & 9% for cotton) in Rs. | 39936

Source: Primary data collected from greyman of three cities

FIG. 2: COMPARISON OF MEAN MONTHLY INCOME OF GREYMEN
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It came out that the greymen of Jaipur city are the highest earning traders among the rest. This is so because Jaipur is the trade centre for the entire state of
Rajasthan as well as some nearby states for grey-cloth. In Sikar, although there are few traders who deal in grey, yet they earn lucratively because production of
Bandhej clothes is of maximum quantity as shown in Figure 2. The traders of Jodhpur, on the other hand, earn meager profits. It is because synthetic and cotton
cloth claim a chunk of 80% of the entire production. As synthetic and cotton are cheap in prices the turnover is not generally huge. Secondly, the production of
Bandhej clothes is also less in comparison with the other two cities. However, the statistical analysis of the production and income was possible, because of
small sample in Sikar.

PRODUCTION

Production is done under the supervision of the manufacturer where all three kinds of artisans work harmoniously one after the other. Manufacturer
coordinates with all of them in order to produce the desired products in certain time limit. The manufacturer buys grey-cloth from the greymen. A manufacturer
is dyer herself in most cases, a person from the Neelgar community who has a unit of some dyers under him.

In all the three cities most of the manufacturers (82%) buy grey material from the local grey traders. Only few of them (18%) buy directly from the big suppliers
based in Surat or Bangalore. A manufacturer generally purchases 2000 to 5000 meters of cloth from the greyman twice in one year of production cycle on credit
basis. However, the amount of the grey purchased is subject to the demand from the wholesalers and the type of fabrics. It varies in the three cities. The Table 4
depicts the quantity of different grey material purchased in one lot.

TABLE 4: QUANTITY OF GREY PURCHASED IN ONE LOT BY THE MANUFACTURER (n=22)

Variety Jaipur Sikar Jodhpur

Silk 2000 meters | 5000 meters | 1000 meters
Cotton 1000 meters | 1000 meters | 1500 meters
Synthetic | Nil 1000 meters | 2000 meters

Source: Primary data collected from manufacturer of three cities
All the manufacturers in Jaipur, Sikar and Jodhpur buy grey-cloth on credit basis and have to pay 1-2% interest/month on the purchase amount. The cost
breakup of the different varieties of the grey material can be seen in the Table-2. Apart from the interest taken on the due amount, a greyman takes 2-5%
margin on the costing of different grey materials. Similar results have been brought in forefront in a study done by (Meher,2008) revealed that weavers paid
heavy rate of interest to Micro Finance Institute to purchase yarns from traders on credit basis (Meher, 2008). Similarly in Banaras weavers also buy raw material
i.e. silk and zari on credit from local dealers as their economic status incapacitates them to buy in cash (Singh and Naik, 2009).
MEAN MONTHLY PRODUCTION AND INCOME OF A MANUFACTURER
Table 5 shows an assessment of a manufacturer’s monthly income in the three cities. The cost of the product includes the cost of raw material, the interest paid
on the grey-material’s purchase and the cost of labour at every stage as reported by all the manufacturers. Manufacturers reported taking 4-6% margin on the
total cost of the goods. The monthly income is calculated from the average production after adding the profit percent. The cost determination for a saree is
shown in Table 2. Since there is a variation in price for different silks like Ojharia, Georgette, Italian and Crepe from Rs. 90-140, so the average price is taken to
be Rs. 100 per meter. Hence, for a six meters of silk saree, the costing is taken Rs. 600. Similarly, costing of a synthetic saree of six meters for a manufacturer was
taken as Rs. 300/- assuming the average price Rs. 50/meter.
We can see that mean monthly income of the manufacturers of Sikar is the highest among the three. This is so because the production of sarees is more in
quantity in Sikar than the other two cities. In Jodhpur, on the other hand, the manufacturers are earning quite low i.e. about 12,000 per month only (Figure 2). It
is due to less production than Sikar as well as less profit owing to low turnover resulting from quite low costing and poor quality of goods prepared. As Mr.
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Igramuddin expresses, “The manufacturers of Jodhpur earn quite low because of less demand of its synthetic sarees and low costing of the goods”. Interestingly,
with an equal quantity of production, a manufacturer of Jaipur would earn Rs. 26,400 as against Rs 12,000 of Jodhpur as shown in the fig.3.

TABLE 5: MEAN MONTHLY PRODUCTION AND INCOME OF A MANUFACTURER (n=22)

Costing of a Saree

Jaipur | Sikar Jodhpur
Cost of grey for a saree 600 600 300
Interest to be paid (2% per month for six months) | 72 72 24
Design imprint cost 05 05 04
Tying cost 180 200 50
Dying cost including colors cost 25 30 25
Total cost 882 907 403
Mean Income
Profit percent @ 5% of the costing 44 45.35 20.15
Production in a month 600 800 600
Mean monthly income 26,400 | 36,280 | 12090

Source: Primary data collected from manufacturer of three cities

FIG. 3: COMPARISON OF MEAN MONTHLY INCOME OF MANUFACTURER
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TIME CYCLE

To analyse the scenario the time cycle of production is taken into account, one lot of 180 sarees with value addition takes about 132 days in production process
as shown in the Fig.4.
FIG. 4: TIME CYCLE OF PRODUCTION (180 SAREE)

Preparatory Designing Tying Dying Value Total
stage -+ stage + stage + stage +| addition = 130 d
10 days. 10-12 days 60 days 20 days 30days ays

Source: Primary data collected from traders (2013)
Thus the bulk of all sarees reach to the consumers through the retailers passing through this cycle of about 5-6 months.
DISTRIBUTION OF GARMENTS
The distribution of the Bandhej garments include three major categories of traders i.e. manufacturers, wholesalers and retailers. Meanwhile, the goods also pass
through the hands of value addition workers as shown in the Fig. 5.

FIG. 5: FLOW CHART OF DISTRIBUTION CHANNEL
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Source: Primary data collected from traders (2012)
WHOLESALING
After dying the clothes are sold by the manufacturers of the three cities to the wholesalers in Jaipur and Jodhpur cities and the transportation cost is borne by
the manufacturer. All manufacturers of Sikar sell their garments to the Jaipur based wholesalers as there is no wholesale market in Sikar. Even the retailers of
Sikar who sell Bandhej garments buy them from Jaipur based wholesalers. The wholesalers sell the major chunk to the retailers of Jaipur, Sikar and Jodhpur only
and also to the retailers outside the state.

AVERAGE SALES AND INCOME OF A WHOLESALER
The wholesalers buy the garments from the manufacturers in big lots of 500-2000 pieces of a particular pattern of design in one month. The price of the
garments is mutually decided after negotiations. All the wholesalers (100%) expressed that the purchase price of the Bandhej products are never fixed and are
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subject to change depending upon the variety of cloth, complexity of the design, and demand from the retail markets. The wholesalers, then, sell the garments
reaping 6-8% gross profit.

TABLE 6: MEAN INCOME OF A WHOLESALER (n=23)

Cities Maximum Sales/month | Minimum Sales/month | Average Sales | Average Cost | Sales (inRs) | Gross Profit @ 7%
Jaipur 1400 1000 1200 971* 1165200/- 77,784/
Jodhpur | 1200 800 1000 403 4,03000/- 28,210/-

Source: Prepared by own after collecting data from wholesalers of two cities

TABLE 7: T- TEST ANALYSIS FOR AVERAGE MONTHLY SALES OF WHOLESALER

City N Mean Std. deviation | df T-test Sig.
Calculated value | Tabulated value

Jaipur 15 | 1200.00 | 119.523 21 | 3.992 2.518 .001 sig.*

Jodhpur | 8 1000.00 | 103.510

*Significant difference at .001 level
As we can see in the Table 7 the mean sales of Jaipur based wholesalers is 1200 pieces per month, which is higher than that of the average monthly sales of
Jodhpur, where it is 1000 per month and t value shows there is significant difference between the average monthly sales of the wholesalers of the two cities.
Interestingly, the difference between the mean income is quite vast. A Jaipur based wholesaler earns more than Rs. 75,000 per month, whereas Jodhpur based
wholesalers earn just around Rs. 28000 per month. The difference in income is so vast because cotton and synthetic clothes are mainly sold in Jodhpur. The
cotton and synthetic cloth are quite cheaper in comparison to silk which is sold in Jaipur. In addition to this the sales volume of Jodhpur based wholesalers is
low, hence the income is also less.
RETAILING
It was revealed by the retailers (100%) of the three cities that they purchase the Bandhej products from the wholesalers (Jaipur and Jodhpur) only and not from
the manufacturers. They in turn get the clothes finished and value addition work done on the saree. The finishing here means untying of the knots, separation of
the thread and getting the clothes starched. In some cases the value addition work is done after getting the order from the customers also. Different kinds of
value addition works are done on these sarees in and outside Rajasthan state. The costing of value addition work depends on its density and variety of work. It
may cost Rs. 300/- to Rs. 1000/- per saree. Sometimes value addition may cost half of the costing of the garment itself. Thus the final price to the consumer
becomes expensive in case of value addition work.
Thus the finished Bandhej products are sold to the consumers of the entire country and abroad. The retailers revealed that they not only sell the Bandhej
products to the consumers directly, but also to the retailers of Rajasthan and other states. Moreover, they export the goods to the retailers of foreign countries
also.

TABLE 8: SALES AREA FOR FINISHED BANDHEJ PRODUCTS (n=55)

Place Jaipur Sikar Jodhpur Total
f 1% |f |% |f |% |f |[%
Local City 25 | 100 | 10 | 100 | 20 | 100 | 55 | 100

Entire State 22 | 88 8 80 15 | 75 45 | 81.81
Other States | 20 | 80 7 70 13 | 65 50 | 90.90
Abroad 10 | 40 1 10 1 5 7 12.72

* Multiple responses possible

Source: Primary data collected from retailers of three cities
AVERAGE SALES AND INCOME OF RETAILERS
The retailers are the maximum profit gainers in the chain. They purchase the goods from the wholesalers after mutual negotiations and bargaining and sell the
products on 20-30% margin at least. It was revealed by many of the retailers that there is no fix pricing system for retailing of the Bandhej garments. As Mr.
Manish Kabra, a retailer of Sikar states “There is no logical way of pricing the Bandhej products. Although, generally the profit ratio is between 20-30%, yet in
some cases it may go up to 50% or more.” Mr. Jain, another retailer of Sikar expressed that in some cases the margin can be up to 50% also. Table 9 shows mean
income of a retailer in each of the cities. The scenario of the sales volume of the retailers of the three cities is Rs. 1.5 lac to 3.5 lac and profit from 26 thousand
to 89 thousand. The retailers of Jaipur earn highest profit owing to high sales of Bandhej garments there. Sikar comes next in sales as well as income.

TABLE 9: MEAN SALES AND INCOME OF A RETAILER (n=55

Cities Maximum Minimum Average Purchase Rate Costing of Net Sales volume | Gross Profit
Sales/ month Sales/month Sales of a saree* Value addition Costing /month @ 25%
Jaipur 250 180 215 1151* 500 1651 354965 88741.25
Sikar 200 150 175 1151* 550 1701 297675 74418.75
Jodhpur | 200 150 175 403 200 603 105525 26381.25

Source: Primary data collected from retailers of three cities
The mean sales unit of Jaipur retailers is 215 whereas 174.50 in Sikar and 175.00 in Jodhpur as shown in the Table 10. The F value shows the substantial
difference in the sale of the retailers of the three cities.

TABLE 10: ANOVA ANALYSIS FOR AVERAGE MONTHLY SALES OF RETAILER

City N Mean S.d. Source of variation | Sum of squares | df | Meansquares | F
Jaipur 25 | 215.00 | 41.758 | Between group 22002.045 2 11001.023 5.585*
Sikar 10 | 174.50 | 31.309 | Within group 102422.500 52 | 1969.663

Jodhpur | 20 | 175.00 | 52.189 | Total 124424.545 54

Total 55 | 193.09 | 48.002

*Significant difference at .06 level
TABLE 11: POST-HOC: MULTIPLE COMPARISONS

City Mean Difference | Std. Error | Sig.
Sikar 40.500 16.606 .047

Jaipur | Jodhpur | 40.000° 13.314 011

Sikar Jodhpur | -.500 17.189 1.000

*Significant difference

Further, the results of post hoc analysis, given in the Table 11, shows that the mean differences, between Jaipur and Sikar’s production is 40.50, which is
significant at the level of .047. The mean difference between Jaipur and Jodhpur’s production is 40.00, which is significant at .011. The mean difference between
Sikar and Jodhpur’s production is -.50, which is negligible. It shows that there is no difference between the sales units of Sikar and Jodhpur, whereas there is
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observable difference between the sales units of Jaipur and Sikar and also in Jaipur and Jodhpur’s sales units. This is because Jaipur is the capital city always
thronged with customers and tourists. Therefore sales of Bandhej garments are quite high here.

The table 9 shows that the difference in the mean sales volume and mean income is big in all the three cities. Noticeably, the retailers of Jodhpur earn fewer
profits on the same sales units of goods as Sikar. It is because the product type is of low value and hence this difference. In Jodhpur cheap grey material like
cotton and synthetic is used. That is why the sales volume and the income of Jodhpur based retailers are quite less than that of the other two. In Jaipur and
Sikar, on the other hand, the sales volume and income is higher because chiefly high quality products (silk garments) are sold. Thus there is substantial
difference in the income of the retailers of the three cities. The study apparently found the substantial differences in the production and the income of the
traders of the three cities.

DIFFERENCE IN INCOME AMONG THE CROSS-SECTION OF THE TRADERS

The income of various traders as tabulated in the table 12 depicts vividly the difference amongst the cross-section of the various stake holders of the traders’
category. The study found that the raw material suppliers (grey traders) of Jaipur are the highest earners owing to their high sales volume. The retailers of Jaipur
are the second highest earners in the entire chain. Jaipur being the tourist center and state business center, records good sales. Wholesalers of Jaipur also earn
good income due to the same reason. Jaipur based traders are enjoying the geographical location opportunity but manufacturers still don’t get high profits.
Similarly, the greymen of Sikar also earn pretty handsome average income being as good as Rs. 80586 per month. This is because of major sales is of high quality
product. However, in Jodhpur all the categories of traders earn quite low profits owing to their low sales volume because of cheap grey material used such as
cotton, synthetic etc

TABLE 12: MEAN MONTHLY INCOME OF TRADERS

City Greyman | Manufacturer | Wholesaler | Retailer

Jaipur 103600 26,400 77,784 88741.25
Sikar 80586 36,280 - 74418.75
Jodhpur | 39936 12090 28,210 26381.25

Source: Primary data collected from traders of three cities

FIG. 6: MEAN MONTHLY INCOME OF TRADERS
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It is especially mentionable that the manufacturers of the three cities earn quite low income in comparison to their other trading counterparts. This may be due
to various reasons including their low investment, high interest rate on loan amount, their lack of business skills and competition among themselves. As the
manufacturers purchase grey on credit, they have to pay interest. Sometimes when the tiers or dyers take more than the stipulated time in delivering the order,
the manufacturers have to pay more interest on the amount due to the grey man. ( Jain & Tiwari, 2013). Moreover, their internal business rivalry and threats of
imitation garments are also main reasons behind their low profit ratio.

On the other hand, raw material supplier, the greymen in all the three cities earn better than the other traders due to the small number of grey shops. It is
almost monopoly of few traders in all the three cities. This results in high sales volume for the greymen. Consequently, the grey traders are highest earners in
the chain as shown in fig.6.

SUPPLY CHAIN PROFITABILITY

The aim to study supply chain is to examine the value generated, which in turn is reflected through supply chain profit. Supply chain profit is the difference
between the revenue generated from the customers and the cost incurred on the product at various stages of supply chain. Thus profitability at various stages
and overall profitability is examined. The pricing of the Bandhej products varies according to the price of grey material and the cost of labour on it. The price of
the grey varies depending on the demand and supply. Secondly, the labour pricing depends on the density of knots in the design and also on the number of
colours to be dyed. Moreover, the price of the products is primarily decided with the negotiation between the manufacturers and wholesalers, which is not a
standard way of business. The Fig.7. gives a tentative idea of the costing at every level and the resultant pricing of Bandhej saree. To begin with, the greyman’s
profit is about 3% and manufacturers’ profit is 5%. At later stage, of distribution wholesaler’s profit is 7% and retailer’s is 20%. At retailing stage it increases up to
50% with value addition in some cases. Here, it become clear that as the product progresses from grey stage to final sales stages, the profit percent increases as
well as the values of the product increases and so the risk involved with enormous capital blocked.
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FIG. 7: SUPPLY CHAIN PROFITABILITY OF A BANDHEJ SAREE THROUGH ARTISANS AND TRADERS TO CONSUMER
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Source: Primary data collected from traders (2012)
In whole process of this production cycle the artisans are the lowest gainer of profits. They only get meager wages as return of their labour. Singh and Naik
(2009) have also recorded that 76% of the Banaras weavers of silk sarees get low wages. Thus the traders’ categories reap the real benefit of the craft, whereas
the craftsmen are deprived of their rightful share. The pricing also depends on the final beauty and fineness of the garment produced as also on the demand in
the market. For instance, before the Shrawan month of Hindu calendar the prices of Leheria sarees go up.

CONCLUSION

In the entire supply chain manufacturer in spite of being the main player, as he is the producer of the product in terms of process production, earns the lowest.
As the turnover is huge in this process industry, the profitability of the manufacturer needs to be examined (low profits for the manufacturers is an area of
concern). According to (Porte, 2004) there are five forces of profitability: bargaining power of supplier and buyer, threat of new entrants, threat of substitute
products and internal rivalry among existing players of the trade. For this Bandhej process industry the grey supplier has an upper hand as manufacturer
purchases on the credit and has to pay interest in addition to the profit margin on his purchase. The supply of the raw material, being dependent on China, the
greymen are also in the position to dictate terms and the suppliers bargaining power results into less profit for the manufacturer. Examining the structure of this
industry, the production process takes a long time as it is a hand craft and chances are there that many times due to long supply chain and number of artisans,
one after the other, and the challenges the manufacturers face that the product might be damaged or it does not come out as desired by the buyer. Hence, the
wholesaler who is the buyer also becomes powerful and can bargain which again ensures less profit for the manufacturer as he is solely dependent on the
wholesaler for selling his products. Constant threats are there from the new entrants as in this industry as any potential dyer (artisan) can become the
manufacturer, besides it does not require big infrastructure, technology or space so the entry barrier in this trade is not high and any dyer can turn into
manufacturer. Threat of machine made substitute is always there as Bandhej clothes are a must purchase so the less paying customers buy the screen printed
substitute. The last and the most important force determining profitability is the internal rivalry among the manufacturers. The wholesalers take advantage of
the internal rivalry of the manufacturers and negotiate the price upto minimum level possible. This, consequently, lowers the profit ratio of the manufacturers.

RECOMMENDATIONS

Following recommendations are suggested on the basis of the findings of the study:

. The sector should be made more organized, for which government and NGOs should take intervention steps.

. Workshops on marketing strategies and distribution system can be helpful if the resource person comes down to their level and interacts in their language.
. Reserved price system should be implemented by the government for such handicrafts sector also.

. Some of the manufacturers who produce really beautiful products can approach the exporters directly to earn more profits.

SCOPE FOR FURTHER RESEARCH

1.  The present study was to examine the supply chain profitability of the craft Industry. This kind of a study can be done on other crafts of national heritage.

2. Astudy on the supply chain and comprehensive issues and challenges involved in it can be taken in which a suitable model for marketing or a strategy can
be worked out.

3. Astudy on the need of intervention to improve the working conditions, techniques and other production processes in the Bandhej craft can be taken up.
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