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at different levels of investment. Five major columns, the fixed capitaVasset (Fe), working 

capital/current assets (We), capital employed (eE) , and Fe's & we·s ratios in relation to the eE have 

been prepared. eE is equal to Fe+we. 

Table 2.3.A Composition of Capital (in Nu '000) 

Level of Investment Axed Capital (FC) Working Capital (WC) Capital Ratio Ratio 
(in Nu) PM SR Total PM SR Total Employed FCICE WCICE (CE) 

Below - 100,000 505.7 894.3 1400 668.8 794.7 1463.5 2863.5 0.49 0.51 
100,001 -200,000 527.9 650.8 1178.7 551 .9 560.0 1111 .9 2290.6 0.51 0.49 
200,001-300,000 813.3 1050.9 1864.2 1151 .2 773.8 1925 3789.2 0.49 0.51 
300,001 -400,000 463.2 915.4 1378.6 446.2 958.7 1404.9 2783.5 0.50 0.50 
400,001 -500,000 3884.1 1980.1 5864.2 2274.7 1346.3 3621 9485.2 0.62 0.38 
Totals I ratio I % 6194 5492 11686 5092.8 4434.3 9526 21212 0.55 0.45 
Source: Personal Survey 

Of the total Nu 2.1 million capital employed, Nu 5.1 million, 55% is in fixed capital and the balance 45% 

in working capital. There is no fixed trend, but there is some indication that with the increased level of 

investment, the need for we decreases, indicating that lower the eE, higher the need for working 

capital. At the highest level of the investment units, the ratio of Fe over eE is higher by 13% than the 

lowest investment units. The overall need of we per unit stands at almost the same fixed asset level of 

all units. However, if the first four rows (up to the investment Nu 400,000) is considered, the average of 

we need to the eE is more than 50% per unit. The last investment units offset the ratio and increases 

ratio for the Fe. Looking into the investment pattern, there is also a big jump from 4th to 5th level of 

investment. This could be because the units are expanding, and are in the process of crossing their 

level to the size of cottage industries. 

Although preliminary evidences, from the table, suggests that proportion of we decreases with 

increasing eE; it was decided to test statistically if this holds good. Logically, when the amount of 

capital employed is lower, microentrepreneur will not be able to invest higher proportion of money in 

the fixed assets. Rather a larger proportion of money would be required for meeting operational costs. 

The entrepreneurs can expand their businesses by employing more fixed assets; this means that as the 

capital employed increases, the proportion of fixed assets increases and working capital decreases. 

Based on these premises, the following hypothesis was framed: 

H0: The proportion of we has no dependence on total capital employed. 

H1: The proportion of We decreases as the capital employed increases. 

Taking the proportion of we as the dependent variable and eE as the independent variable, regression 

analysis was carried out taking the whole sample. The result are given below in the table form: 






































































































































































































































































