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Abstract 

Although vast majority of research has been conducted by academicians and researchers 

on the competitive factors that influence customers’ purchase decision for most 

engineering products and fast moving consumer goods, few researches have been 

conducted for light engineering products of small and medium enterprises (SME) in an 

underdeveloped economy like Bangladesh. There are research gaps on the understanding 

how purchase decision is different and influenced for the engineering goods those are 

produced by large and reputed corporations compare to those that are produced by 

unpopular companies, specifically by SMEs. This study unveils some of the most important 

factors such as quality, price and country of origin that influence purchase decisions of 

SME light engineering products in Bangladesh. The findings of this study will help 

entrepreneurs of the SME sector to identify customers’ purchase decision making factors 

and, hence guide them developing their strategies to influence customers’ purchase 

decisions. In addition, the research findings will positively contribute to consumer purchase 

intention discourse. A conceptual framework was drawn and structured questionnaire was 

developed based on the chosen factors that influence purchase decision. Four hundred 

respondents were chosen to conduct the survey and the primary data were analyzed using 

SPSS program which provided necessary tests such as reliability analysis, multiple 

regression analysis and T-test. Finally, the regression analysis shows that the most 

important factor is price, followed by country-of-origin and quality that affect the purchase 

decision for light engineering products produced by SMEs in Bangladesh. 

 

Keywords: Purchase decision, price, quality, country of origin, light engineering product, 

SME. 
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Analyzing Competitive Factors Affecting Customers’ Purchase 

Decision “A Study on Small and Medium Light Engineering 

Industry in Bangladesh” 
 

 

1.0 Introduction 

Small and Medium Enterprises (SMEs) are recognized as an engine of economic growth, 

as they create employment opportunities at a lower cost, and recently access to finance has 

been increasing under some reforming policies by Bangladesh Bank. However, they are 

often missed out by the policy makers and researchers about their performance in the 

market and their potential. In fact, SMEs of Bangladesh can play a vital role for rapid 

industrialization and national economic growth through lower capital investment and 

higher employment generation (Bangladesh Bank 2013; Chowdhury 2007; Ahmed 2009). 

Notably, Bangladesh, a densely populated country with a population of almost 170 million, 

has been combating with ultra-poverty, higher unemployment, gender inequality, and 

social injustice. In this setup, SMEs have the potential to develop the country’s industrial 

base and improve people’s living standard as well. 

 

The role of SMEs is inevitable for overall economic development of Bangladesh. The 

present contribution to GDP (Gross Domestic Product) of SMEs from manufacturing and 

services sectors is about 19 percent (Rashid, 2012). Rashid (2012) has also estimated that 

the contribution to GDP by manufacturing sector SMEs can possibly be doubled in 

Bangladesh by 2021 if they receive proper financial and non-financial supports from 

Government and financers. SME sector has also played a vital role in economic 

development of some prosperous countries in Asia like China and India (Bangladesh Bank, 

2013). Bangladesh’s neighboring countries such as India, Pakistan, Sri-Lanka have also 

put forth due importance on SMEs. Many researchers and scholars have termed SMEs as 

‘employment generating machine’. Mintoo (2006) has shown that SMEs invest, on an 

average, about 80 times less to employ a person than that of large industries in Bangladesh. 

There are almost 6 million Micro Small Medium Enterprises in Bangladesh and they 

employ 25% to 28% of the total labor force (Alam and Ullah, 2006; Rashid, 2012). 

However, Rashid (2012) stated that Japan has employed about 70% of its labor force 

through 4 (four) million SMEs. Adopting the lessons from Japanese SMEs, Bangladesh’s 

SMEs can play a significant role to alleviate unemployment, ultra-poverty and explore 

more untapped potentials. 

 

Light Engineering Industries (LEIs) is one of the elementary sub-sectors of SME in 

Bangladesh in terms of its involvement to socio economic growth and poverty reduction. 

It has a great potential to contribute technological advancement and economic 

development. In fiscal year (2012-13), light engineering sector (LES) contributed about 

3.08 percent of the GDP and now it provides at least 50 percent substitutes of the imported 
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items and has emerged as a potential sector in Bangladesh (Keystone ,2015). Moreover, 

LEIs create wider opportunity for employment generation in Bangladesh. This sector has 

been fueling the growth and advancement of many other industries by supplying various 

types of machineries and spare parts and by providing repairing services. There are about 

40,000 light engineering workshops/enterprises operating all over the country in which 

around 0.8 million semi-skilled, skilled and technically educated people and innovative 

entrepreneurs are actively engaged (BPC, 2015). Most of the light engineering workshops 

are micro and small, self-financed and employing about 05 (five) persons and managed by 

the owners. A recent study on light engineering industries by IFC-SEDF estimates that 

annual turnover is US$ 1600 million of which import substitute products is around US$ 

200 million(BPC- 2015). Another recent study conducted by International Finance 

Corporation (IFC) in partnership with UK Department for International Development and 

Norwegian government shows that LEIs have in its employment 600,000 people involved 

in 50,000 micro enterprises and 10,000 Small and Medium Enterprises. Further study 

conducted by Bangladesh University of Engineering and Technology however, estimates 

that LES comprises of around 40,000 enterprises employing around 8, 00,000 people (BPC 

2015). 

 

In recognizing this fact, the government has declared this sector as a thrust sector in its 

Industry Policy –2010; In the Export Policy-2009, the sector has been attached as one of 

the Highest Priority Sector and 10% cash incentive is granted for the export of light 

engineering products (JICA, 2014).  LEIs can be more value-adding and can earn 

substantial foreign currency next to the ready-made garments (RMG), if provided with 

proper financial, technical, infrastructural and marketing support. In addition, the 

entrepreneurs of this industry have stated the LEI as a prospective industry to be an 

alternative to RMG. The government has already set an export target at USD 30.5 billion 

in FY 2013-14 including USD 407.11 million from export of various engineering products 

(Keystone Quarterly Review, 2015).   

 

JICA (2014) further released a study in early 2009 titled "Potential Sub-Sector Growth for 

Export Diversification in Bangladesh." According to the study, one of the opportunities for 

the light engineering industry is the huge size of market in Bangladesh in terms of import 

substitution for industrial machinery and spare parts. According to the study, the strength 

of the industry is that the basic production skills have been accumulated to meet 

requirements of domestic market. On the other hand, the study rose as its weakness the 

shortage of technical institutions dedicated to, among others, metal testing, R&D, quality 

assurance, accreditation inspection and formal trainings. If right action plans are 

implemented and the Government policies are taken in favor of light engineering SMEs in 

Bangladesh, it is assumed that the GDP may reach up to nearly to 8% (European Union 

2013). 
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It is, therefore, assumed that Bangladesh can benefit a lot if the Light engineering products 

currently imported by the major industries are manufactured in Bangladesh. The ultimate 

growth and success of LEIs depend on market performance, i.e how customers evaluate 

the products primarily based on quality, price, availability and brand image. Thus it is 

required to identify how customers make purchase decision for the products of light 

engineering SMEs and what is required for improving LEIs market performance.  

 

1.1 Objective of this study: 
 The objective of the study is to analyze what factors influence customers in making the 

purchase decision for small and medium LEI products in Bangladesh and for similar 

imported products.  

 To analyze how to improve performance of Bangladeshi small and medium LEI 

products on customers’ purchase decision factors and thereby increase manufacturing 

of import-substitute products.   

 

1.2 Significance of the Study 

Given the size of this target group and with the tendency of further increase, the results of 

the study will help the small and medium size manufacturers understand what factors 

influence customers purchase decision for small and medium LEI products. Understanding 

the customers’ purchase decision factors would facilitate the local manufacturers to meet 

customers’ requirements and thus increase sales volume. Eventually, they can acquire and 

retain customers, which will help master a competitive edge in the market. 

 

2.0 Literature review 

Studies in the discourse of the challenges that the light engineering enterprises are facing 

in the market after producing their products are very few. However, several studies were 

conducted to find out constraints faced by manufacturing based SMEs and light 

engineering industries (LEIs) in Bangladesh and to suggest remedies for overcoming the 

identified hurdles (JICA 2014; The European Union, 2013). Feroz et al (2011) identified 

ten major constraints for manufacturing based SMEs in Bangladesh which are also relevant 

for small and medium light engineering enterprises. They identified electricity as the 

number one problem, fluctuation of the price of raw materials as the second and financing 

problems including higher interest rates as well as access to credit & loans as a third major 

problem. Yet, most researches did not dig deep into the matter about gaining competitive 

advantage in the market even though the small and medium light engineering enterprises 

(LEEs) could successfully manufacture the right products.  

 

As Bangladesh’s economy is gradually emerging as an open market and friendlier toward 

foreign companies; local small and medium LEEs have been facing pressures for producing 

quality products at competitive prices. The commerce minister said back in 2004, "In the 

age of globalization, it is impossible to stop the flow of foreign goods to any country, only 

quality products and competitive price can meet the challenges of the global market," (Biz-
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Bangladesh, 2015). Among the key factors in customers’ buying decisions, quality and 

price are first and utmost important factors (Stevenson, p.43, 2012). When products from 

many countries flow in a market and customers have the options to buy products made 

from different countries, country of origin acts as dimension as a competitive priority 

(Keown and Casey 1995).  

 

3.0 Conceptual Framework 
The conceptual framework is designed and shown in Figure 3.1. 

Figure 3.1- Conceptual framework. 

Independent Variables           Dependent Variable 

 
 

3.1 Price:  

Competitive price is mentioned as the first order winning criterion in operations 

management theories (Krajewski, p.14, 2010). Even when companies can produce same 

quality or better quality products, they are facing immense cost cutting pressures to reduce 

retail market price and thus penetrate big market and/or enjoy more profit. China and India 

are supplying similar or better quality products with lower price than Bangladeshi small 

and medium LEIs. 

  

Price has several dimensions from the view-point of both customers and manufacturers. 

End-users usually view at least two components of cost: purchasing price and after-sales 

servicing cost/ maintenance & repairing costs during its lifetime. However, manufacturers 

have several cost elements including cost of raw material, labor, machinery, capital, 

inspection and cost of defects (Krajewski, p.176, 2010).  

 

3.2 Quality:  

Quality is the second most important competitive priority to attract customers (Krajewski, 

p.14, 2010). In order to survive in the mounting competition from around global products 

and companies, quality is a pivotal factor. Small and medium LEIs in Bangladesh are 

lacking behind the quality standards and as a result cannot capitalize the full potential that 

they have in market. Razzaque (2003) posited quality and standards as the number one 

problem among the factors that are acting as constraints in case of SME and LEI market 

Quality 

Price 

Country of 

Origin 

 

Purchase Decision 
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development. The commerce minister in 2004 also pointed "although the light engineering 

sector has a huge potential, its performance is below expectations. And the quality fails to 

match international standard" (Biz-Bangladesh, 2015). As foreign products are easily 

available in Bangladesh’s market, small and medium LEIs have no other alternatives to 

meeting similar quality standards as foreign products. 

 

Quality has mainly two different dimensions: product quality and service quality 

(Stevenson, p.374, 2012) and each of them is composed of several components. Since this 

research basically deals with manufactured products by small and medium light 

engineering enterprises, only the product quality is discussed and considered for survey 

and research. Product quality primarily comprises prime characteristics of the product 

(performance), appearance (aesthetics), dependable performance during its lifetime 

(reliability), capacity to perform during lifetime (durability/longevity) and after-sales  

repairs (serviceability) (Stevenson, p.373, 2012).  

 

3.3 Country of Origin: 

Country of origin is one of the most important factors that significantly influence the 

purchasing decision of customers (Saydan 2013). Since huge foreign products are 

competing against Bangladeshi small & medium LEIs, country-of-origin is playing a vital 

role alongside products’ quality and price. Country-of-origin (COO) means that in which 

country the product was manufactured or it indicates the location of the 

manufacturing/assembling facilities (Ahmed et al. 2004; Saeed 1994). There are several 

studies to analyze whether COO is an important factor in influencing buyers’ purchase 

decision. Kamal and Abdollah (2012) along with Lee and Lee (2009) concluded that COO 

has more influence on purchase decision if the buyers do not know much about the quality 

and functional features and reliability of the product. However, if buyers are quite informed 

about the products then COO has less influence but it never comes to zero (Kamal and 

Abdollah 2012). 

 

3.4 Purchase Decision:  

If any organization produces quality products without being capable of attracting customers’ 

attention to make them buy, the endeavor of the organization ends up as a futile effort as 

well as the company will not grow further and eventually it will become an extinct 

company. As a result of continued growth motive, companies and researchers heavily 

looked into the issue of purchase decision factors and proposed several notable and 

acceptable “customer purchase decision model” (Batt & Dean 2000; Jamal and Goode 

2001; Hoffman, 2004). Almost all of the models dealt with mainly two aspects: customer 

attraction and customer satisfaction. These two factors are primarily influenced by 

durability, safety, ergonomics, reliability, reasonable purchase price and low maintenance 

cost.  
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4.0 Research Hypotheses 

In this research, hypotheses testing measure the direction and degree of relation between 

purchase decision and quality, price, and country of origin for small and medium light 

engineering products in Bangladesh. 

 

Hypotheses 1: 

H1o: Quality has no significant impact on purchase decision for the products of light 

engineering SMEs. 

H1a:  Quality has a significant impact on purchase decision for the products of light 

engineering SMEs. 

 

Hypotheses 2: 

H2o: Price has no significant impact on purchase decision for the products of light 

engineering SMEs. 

H2a:  Price has a significant impact on purchase decision for the products of light 

engineering SMEs. 

 

Hypotheses 3: 

H3o: Country of origin has no significant impact on purchase decision for the products of 

light engineering SMEs. 

H3a: Country of origin has a significant impact on purchase decision for the products of 

light engineering SMEs. 

 

4.0 Research Method 

This study identified and obtained information on customers purchase decision for light 

engineering products of SME sector in Bangladesh. The researcher designed a clear 

specification of who, what, when, where, why of the study, including a clear statement of 

problem and specific hypotheses. For these reasons, this study can be considered as a 

descriptive research, which is defined as a type of conclusive research which major 

objective is to describe existing phenomena (Hussey and Hussey, 1997) and it is assumed 

that the researcher has much prior knowledge about the problem situation ( 

Malhotra,2004). 

 

Sample survey or cross-sectional survey was the main method to explore attitudes of 

customers purchase decision for light engineering products of SME sector. This kind of 

research method is used in this study because it provides a quick, inexpensive, efficient 

and accurate means of assessing information about a population (Zikmund, 2000).   

 

4.1 Respondents and sampling Procedures 

4.1.1 Target population 

 Target population is a total group of people from where the researcher might obtain 

information to meet the researcher’s objectives (McDaniel and Gates, 2001). In this survey, 



Australian Journal of Business Science Design & Literature         www.raoaustralia.org 
ISSN: 2414-3284 (Paper) ISSN: 2414-2962 (Online)        
Volume: 09, No: 01, 2016 

 

73 
 

target population were customers, aged 18 years or older, who buy small and medium light 

engineering products from Dhaka, Narayanganj, and Gazipur. 

 

4.1.2 Sample Size 

For this study the researcher used historical evidence and Anderson’s table to determine 

the sample size. Anderson (1996) indicated Theoretical Sample Sizes of Population and a 

95% level of certainty that requires the sample size based on 5% sampling error as follows: 

Table: 4.1 - Theoretical Sample Sizes for different sizes of population 

 

Population 

 

Required Sample for Tolerable Error 

5% points 4% points 3% points 2% points 

100 79 85 91 96 

500 217 272 340 413 

1,000 277 375 516 705 

5,000 356 535 897 1,622 

50,000 381 593 1,044 2,290 

100,000 382 596 1,055 2,344 

1,000,000 384 599 1,065 2,344 

25,000,000 384 600 1,067 2,400 

Source: Anderson (1996). Fundamentals of Educational Research. Falmer Press. P.202 

 

There is no relevant available information about the target population size for this study. 

However, the number of customers who buy small and medium light engineering products 

is not  measured and therefore according to Table 4.1, the researcher choose 5% points of 

error (or 95% level of confidence), the sample size is 384. However, in order to be sure of 

collecting at least 384 valid questionnaires with correct and complete answers, the 

researcher conducted survey on 400 samples in Dhaka, Narayanganj, Gazipur, and 

Chittagong. 

 

4.2 Sampling method 

A non-probability judgment sampling plan was implemented in the study to distribute 

questionnaires to respondents. This method was used in this research because some 

judgment on the part of the researcher was necessary in order to make sure the “right” 

respondents were chosen. Furthermore, this technique is low in cost, convenient and not 

time consuming. 

 

Moreover, the respondents were informed that this participation was entirely voluntary, 

and had anonymity and confidentiality. Help was given to those customers who had 

problems in the interpretation of the questionnaire. 
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4.3 Research Instrument 

The researcher used a self-administered questionnaire to collect data for the research. Self-

administered questionnaire is the survey in which respondents take responsibility for 

reading and answering the questions. It is considered as a superior mode for minimizing 

bias and improving response rates (Bell, Halliburton and Preston, 2004). 

 

The effect of independent variable on the dependable variable was assessed by the 5-point 

Likert attitude scale. The scale rates the lowest level of agreement at 1= “Neither Agree 

nor Disagree”, 2=”strongly disagree”,3= Disagree, 4= Agree and  5=”strongly agree”.  

 

The first part of the questionnaire contains questions to collect the respondents’ personal 

information, such as their gender, age, education, employment, income.  

 

4.4 Data collection procedures 

In this study, both primary and secondary data were collected and used. 

 

4.4.1 Secondary data 

Secondary data were collected from books, magazines, journals, newspapers and online 

databases via internet etc. These data are usually available, can be obtained quickly, 

inexpensive and supports the analysis of primary data. 

 

4.4.2 Primary data: 

The primary data was collected through a structured questionnaire survey. 

 

4.5 Pre-testing 

A pre-test was conducted to ensure the questionnaires’ reliability and to make sure that the 

measures are free from error and therefore yield consistent results. For this pre-test, 25 

questionnaires were distributed to customers of small and medium LEI products in Dhaka, 

who satisfied all the requirements for a sample. 

 

The aim of the pretest study was to ensure that all questions are understandable and 

relevant. The researcher calculated data by Statistical Package for Social Science (SPSS). 

Malhotra (2004) indicated a value of at least 0.6 is considered satisfactory. The reliability 

measured in this research is as follows:  

 

 

 

 

 

 

 

 



Australian Journal of Business Science Design & Literature         www.raoaustralia.org 
ISSN: 2414-3284 (Paper) ISSN: 2414-2962 (Online)        
Volume: 09, No: 01, 2016 

 

75 
 

Table 4.2: Reliability Analysis Scale (Cronbach’s Coefficient Alpha) 

Service quality dimensions Cronbach’s Coefficient Alpha (α) 

Overall 0.716 

Quality 0.686 

Price 0.724 

Country of Origin 0.675 

 

4.6 Statistical Treatment of Data 

The SPSS software was used to compute and analyze all the data. Hypotheses were tested 

by multiple regression analysis. The purpose of regression analysis is to use the 

independent variables to explain the behavior of the dependent variable. Variability in the 

dependent variable can, in part be explained by its linear association with the independent 

variables (Newbold, 1991). The formula can be alternatively written as, 

 

yi = yi + ei 

Where      

             yi= a+b1x1i+b2x2i+…………+bixki 

 

In this research, the dependent variable is purchase decision. And the independent variables 

are price, quality and country-of-origin image. 

 

5.0 Findings and Analysis 

5.1 Test of Hypotheses 

Equation:  

Y   = a + b1X1+ b2X2+ b3X3 

Where Y= Purchase Decision (Dependent variable) 

            X1 = Quality (Independent Variable) 

            X2 = Price (Independent Variable) 

            X3 = Country of Origin (Independent Variable) 

 

Table 5.1: Model Summary 

Mode

l 

R R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .647a .419 .391 .63187 

a. Predictors: (Constant), Country of origin, Quality, 

Price 



Australian Journal of Business Science Design & Literature         www.raoaustralia.org 
ISSN: 2414-3284 (Paper) ISSN: 2414-2962 (Online)        
Volume: 09, No: 01, 2016 

 

76 
 

 

Table 5.1.1:ANOVAa 

Model Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 

Regressio

n 
29.554 3 9.851 26.667 .000b 

Residual 142.596 386 .369   

Total 172.150 389    

a. Dependent Variable: Purchase decision 

b. Predictors: (Constant), Country of origin, Quality, Price 

 

Table 5.1.2: Coefficientsa 

Model Unstandardized 

Coefficients 

Standardize

d 

Coefficients 

T Sig. 

B Std. Error Beta 

1 

(Constant) 1.542 .367  4.197 .000 

Price .249 .039 .306 6.413 .000 

Quality .149 .067 .103 2.212 .028 

Country of 

origin 
.181 .043 .200 4.195 .000 

a. Dependent Variable: Purchase decision 

 

Equation Y   = a + b1X1+ b2X2+ b3X3 can be presented as 

 

Y= 1.542 + 0.149 X1+ 0.249 X2+0.181 X3 

 

From the table-5.1, it can be observed that purchase decision for Small and medium light 

engineering products have positive relationships with price, quality and country of origin 

as R is equal to 0.647 which if close to 1 “strong relationship”. Moreover, purchase decision 

was explained by all Independent variables (price, quality and country of origin) equal to 

41.9% (R2 = 0.419).  

 

From the F-test, the Alternative hypothesis can be accepted, which means that at least one 

of independent variables (quality, price and country of origin) has influence on purchase 

decision for Small and medium LEI products (F = 26.667, Sig. = 0.000) at 0.05 confidence 

levels. 
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5.1 Hypotheses Testing 

The researcher used multiple regression analysis to test all the hypotheses. 

 

5.1.1 Test of Hypothesis 1 

H1o: Quality has no significant impact on purchase decision for the products of light 

engineering SMEs. 

H1a:  Quality has a significant impact on purchase decision for the products of light 

engineering SMEs. 

 

From the coefficients table 5.1.2 it can be concluded that, quality has positive relation on 

Purchase decision by p-values equal to 0.028, which is less than 0.05. Therefore the null 

hypothesis H1o is rejected. So, Quality of small and medium light engineering products 

has impact on purchase decision.  From the table, the beta value of quality is equal to 0.103. 

 

5.1.2 Test of Hypothesis 2 

H2o: Price has no significant impact on purchase decision for the products of light 

engineering SMEs. 

H2a:  Price has a significant impact on purchase decision for the products of light 

engineering SMEs. 

 

From the coefficients table 5.1.2 it can be concluded that, price of small and medium light 

engineering products has positive relation on purchase decision by p-values equal to 0.000, 

which is less than 0.05. Therefore the null hypothesis H2o is rejected. So, price of small 

and medium light engineering products has a relation on purchase decision. From the table, 

the beta value of price is equal to 0.306. 

 

5.1.3 Test of Hypothesis 3 

H3o: Country of origin has no significant impact on purchase decision for the products of 

light engineering SMEs. 

H3a: Country of origin has a significant impact on purchase decision for the products of 

light engineering SMEs. 

 

From the coefficients table 5.1.2 it can be concluded that, country of origin of small and 

medium light engineering products has a significant relation on purchase decision by p-

values equal to 0.000, which is less than 0.05. Therefore the null hypothesis H3o is rejected. 

So, country of origin of small and medium light engineering products has a significant 

relation on purchase decision. From the table, the beta value of country of origin is equal 

to 0.200. 
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Table5.2: Summary of Hypotheses testing 

Hypotheses Sig. Result 

H1o: Quality has no significant impact on purchase decision for the 

products of light engineering SMEs. 

H1a:  Quality has a significant impact on purchase decision for the 

products of light engineering SMEs. 

.028 

Reject 

Ho /  

Accept 

Ha 

H2o: Price has no significant impact on purchase decision for the 

products of light engineering SMEs. 

H2a:  Price has a significant impact on purchase decision for the 

products of light engineering SMEs. 

.000 

 Reject 

Ho /  

Accept 

Ha 

H3o: Country of origin has no significant impact on purchase 

decision for the products of light engineering SMEs. 

H3a: Country of origin has a significant impact on purchase 

decision for the products of light engineering SMEs. 

 

.000 

Reject 

Ho /  

Accept 

 Ha 

 

6.0 Discussion and conclusion:  

The research was conducted to identify the key purchase decision factors for the products 

of light engineering SMEs. The study revealed that price, quality and country of origin 

have positive impact on customers’ purchase decision for small and medium LEI products. 

And price has the strongest impact on purchase decision followed by country of origin and 

quality.  

   

Therefore, the study suggests that the owners or managers of light engineering SMEs and 

policy makers should pay adequate attention to price reduction, quality improvement and 

branding Bangladesh as a manufacturing country for light engineering products. 

 

One of the opportunities for the light engineering industry is the huge size of market in 

Bangladesh in terms of import substitution for industrial machinery. (JICA, Potential Sub-

Sector Growth for Export Diversification in Bangladesh, 2009). Through R&D, quality 

assurance and analyzing cost drivers, local manufacturers can tap this large LEI market by 

offering superior quality products at affordable price. By expanding their markets LEI 

participants would enjoy economies of scale and experience curve effect, and thus become 

more cost and quality competitive. In this study, country of origin is identified as an 

important purchase decision factor for light engineering products. Therefore, the country 

of origin “made in label” has been leveraged by the manufacturers of different countries in 

order to gain competitive advantage in the market. 

 

In addition, local LEI enterprises have great potential to hold a strong market position by 

offering better quality import substitutes at customers’ expected prices and this will in 

return help mitigate country of origin image for Bangladeshi light engineering products. 
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Hence small and medium LEI enterprises have a grand opportunity to support to country’s 

GDP and economy by offering considerable amount of import substitutes. 

 

This research also intended to analyze the ways to improve performance on purchase 

decision factors for light engineering products. According to Philip (2010), quality and cost 

are among the main factors that affect success of SME business of any type. Cost of raw 

materials used by light engineering SMEs such as scrap, plain carbon steel, alloy steel, 

furnace oil, copper alloys, and stainless steel goes up constantly which is a major source of 

high production cost. Some researches argue that besides the price hike of raw materials 

there are some other reasons responsible for high production cost of light engineering SME 

products. These reasons are high custom duties, high interest rates in borrowing loans from 

banks, lack of long term loans /capitals for manufacturing SMEs (Mintoo, 2006). Frequent 

power-cut is another cost driver for manufacturing SMEs. Most SMEs cannot buy and 

employ generators to produce electricity for their production facility during load shedding 

(Nazneen Ahmed, 2010). Thus, production cost is going higher for any light engineering 

SMEs. If government takes proper steps by making clusters of light engineering SMEs to 

supply uninterrupted electricity and special import tax for their raw materials then these 

SMEs can produce their products reasonably at lower and competitive prices.   

 

According to our hypothesis testing, purchase decision is highly influenced by the quality 

of light engineering products. There are few reasons responsible for lower quality of light 

engineering products in Bangladesh’s case. Usually Bangladeshi light engineering 

manufacturers use conventional technology whereas modern and state of art technologies 

are used by their foreign competitors (The European Union, 2013). Lack of modern 

machinery and production process is responsible for manufacturing of low quality products. 

There are several ways for improving quality and performance of light engineering 

products in Bangladesh, such as importing and employing modern machinery and high 

technology production processes, having compliance with quality assurance and 

environmental friendliness standards through adopting total quality management, ISO 

9000, and providing technical training for proper implementation of the above (Mintoo, 

2006). In addition to introducing suitable and high-tech machineries, workers should be 

trained well through large-scale initiatives, since about a million of skilled workers are 

absorbed by this sector, by Government for the whole light engineering industry (Mintoo, 

2006). 

 

While customers make purchase decision, they not only consider about the quality and 

price of a product but also manufacturer’s country-of-origin (Kamal and Abdollah 2012). 

According to Keown & Casey (1995), country-of-origin is one of the frequently used 

attributes considered by customers in making purchase decisions. Hypothesis three in our 

research suggests that country-of-origin has a positive impact on customers purchase 

decision for light engineering products. Lots of customers use country-of-origin as a 

stereotype to decide about products; for example, “Japanese electronics are reliable”, 
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“German cars are excellent”, “Italian pizza are superb”. Many customers rely that a “Made 

in . ..” label means a product is “superior” or “inferior” depending on their perception about 

the country of manufacturing the products (Yasin et al., 2007). Bangladesh has a positive 

country-of-origin image for ready-made-garments in the whole world but it lacks this 

image for Bangladesh’s light engineering products. As a result, Indian, Chinese and 

Japanese origin light engineering products are having better image than those of 

Bangladeshi products. However, improving and making a strong country-of-origin image 

is not possible overnight, it takes decades to make such image through continuous quality 

improvement and marketing. Government should help Bangladeshi light engineering 

SMEs to build their strong image through financing and export supports.  

 

References: 

1. Ahmed (2011). Constraints of Manufacture based Small and Medium Enterprise (SME) 

Development in Bangladesh, Journal of Social and Development Sciences, Vol. 1, No. 

3, pp. 91-100. 

2. Ahmed, K. (2009). Performance evaluation of SMEs of Bangladesh’ International 

Journal of Business and Management, vol. 4(7), pp. 126-133 

3. Alam, M. S. and Ullah, (2006). SMEs in Bangladesh and their financing: An analysis 

and some recommendations, The Cost and Management journal, vol. 34(3), pp. 57-72.  

4. Batt, P. J., & Dean, A. (2000). Factors influencing the consumer's decision. The 

Australian and New Zealand Wine Industry Journal, 15(4), 34-41. 

5. Bhuiyan and Uddin (2010). Introduction to Business and Business Administration, 2nd 

edition, Nasypec Publications, Dhaka, Bangladesh. 

6. Business Promotion Council (2015). Light Engineering Sector of Bangladesh: 

Access”p10 -15 

7. Bangladesh Bank (2013). Bangladesh Bank. Available at: http://www.bangladesh-

bank.org/openpdf.php 

8. Chowdhury, F. (2007). Customized Form of Finance for SMEs, Seminar Proceedings, 

National SME Development Program for OIC Member Countries, FBCCI, Dhaka. 

Access May 30, 2015, Available; 

http://www.ewubd.edu/ewu/downloadfile/vol_no4.pdf 

9. Hoffman, C. A. (2004). When consumers buy wine, what factors decide the final 

purchase? Wine Industry Journal, 19(2), 82- 91 

10. Jamal, A., & Goode, M. (2001). Consumers' product evaluation: A study of the primary 

evaluative criteria in the precious jewellery market in the UK. Journal of Consumer 

Behaviors, 1(2), 140-155. http://dx.doi.org/10.1002/cb.61 

11. JICA (2014), Seminar on "Promotion of Light Engineering Industries through Import 

Substitute Spare Parts Manufacturing" and "Matchmaking" Event 

June,2015,available;http://www.jica.go.jp/bangladesh/english/office/topics/speech141

221.html 

12. Kamal and Abdollah (2012). The Effect of Country of Origin on Purchase Intention: 

The Role of Product Knowledge, Research Journal of Applied Sciences, Engineering 

http://www.bangladesh-bank.org/openpdf.php
http://www.bangladesh-bank.org/openpdf.php
http://dx.doi.org/10.1002/cb.61


Australian Journal of Business Science Design & Literature         www.raoaustralia.org 
ISSN: 2414-3284 (Paper) ISSN: 2414-2962 (Online)        
Volume: 09, No: 01, 2016 

 

81 
 

and Technology 4(9): 1166-1171, 2012 ISSN: 2040-7467 

13. Keown, C., & Casey, M. (1995). Purchasing behavior in the Northern Ireland wine 

market. British Food Journal, 97(1), 17-23. 

http://dx.doi.org/10.1108/00070709510077935 

14. Krajewski L. J., Ritzman L. P., Malhotra M. K., and Srivastava S. K. (2010). Operations 

management: processes and supply chains. New Delhi: Dorling Kindersley(India) Pvt. 

Ltd. 

15. Lee (2009). Country-of-origin effects on consumer product evaluation and purchase 

intention: the role of objective versus subjective knowledge, Int. Consumer Market, vol. 

21(2), pp. 137-151. 

16. Mintoo (2006). SMEs in Bangladesh, CACCI Journal, vol.1 (1), pp. 1-19. 

17. Nazneen Ahmed and Zaid Bakht, (2010). Light Engineering Industry in Bangladesh: A 

Case Study, Bangladesh Institute of Development Studies, E-17 Agargaon, Sher-e-

Bangla Nagar, Dhaka-1207, Bangladesh 

18. Philip D. M. (2010). Factors affecting business success of small medium enterprises 

(SMEs), APJRBM, Volume 1, Issue 2 (November, 2010) ISSN 2229-4104 

19. Rashid, M. M. (2012). Proposed research direction for sustainable SMEs in 

Bangladesh, Bangladesh Research Publication Journal, vol. 6(3), pp. 317-329. 

20. Saeed, S. (1994). Consumer evaluation of products in a global market. Int. Journal for 

Business Study, vol.25(3), pp. 579-604 

21. Stevenson, W. J. (2012). Operations management. Irwin: McGraw-Hill 

22. : Light Engineering Includes Value Chain Analysis and Proposed Action Plans. 

23. Saydan, R. (2013). Relationship between country of origin and brand equity, 

International Journal of Business and Social Science, vol 4 (3), pp 78 – 88.  

24. Yasin, N.M., M. N. Noor and O. Mohamad (2007). Does image of country-of-origin 

matter to brand equity? J. Prod. Brand Management 16(1): 38-48. 

25. The European Union, (2013). Technical Assistance to Stimulate Applications for the 

SME Competitiveness Grant Scheme, Technical Report 

 

 

 

 

 

http://dx.doi.org/10.1108/00070709510077935

