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HIGHER EDUCATION IN BANGLADESH

MUZAFFER AHMAD"

1. HIGHER EDUCATION AND SOCIETY

1.1 Introduction

Education opportunities have always been meagre and the principle that
education is a costituent part of basic human needs and fundamental to
social and eronomic development was never recognized by any ruling
government in the recorded history of the country. The British rule brought
with it modern education through the early effort of Christian missionaries.
The tradition of modern secular education came soon after to meet the
needs of colonial rule. Education historically became centrally directed,
structurally organized, elitist in orientation and non-responsive to the
needs of the society at large. Establishemnt of Pakistan or later liberation of
Bangladesh has made no qualitative change in higher education system of
the country. The education system carries the stamp of diverse heritage,
the modern secular and the Muslim educational (madrashas) traditions are
predominant. The discussion in this essav would primarily concentrate on
the first.

1.2 Geographical Context

Over the centures, the history of the land which constitutes Bangladesh
has changed its boundaries with the change of rulers . At the time of the
second worla war, Bengal presidency included what is now West Bengal
state of India and present Bangladesh excluding the erstwhile district of
Sylhet which was in Assam.

In 1947, when Britain granted dominion status to India and Pakistan, the
present Bangladesh, consisting of major part of Northern and South-
eastern Bengal and Sylhet of Assam emerged as part of Pakistan being part
of the contiguous Muslim majority area. However, the political, cultural and
economic differentiation between two parts of Pakistan led to an armed
conflict, as a result of which independent Bangladesh emerged as a new
nation with old heritage on 16 December 1971.

1.3 Size And Rate of Growth of Population
Bangladesh with 143,988 sq. km area has a population of 100.6 million
as per 1981 census and 114.0 million in 1990 as per World Bank

* Professor, Institute of Business Administration, University of Dhaka.
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projection. The interenal growth rate of population for 1974/81 was 2.9,
currently the Population growth rate is estimated at 2.5. The urban
population is currently estimaied at about 20.3% in 1985, while in 1951, it
was only about 4.5%. The growth rate of household is estimated at 8.9 for
urban areas and 1.3 for rural areas for 1874/81. The male-female ratio is 105
which is lower than what it was in 1951 (110). The regional distribution has
remained generally stable though certain erstwhile districts show higher
rate of growth of population notably Chittagong Hill Tracts (due to the
settlement of population from the plains, Dhaka, and Chittagong (due to
pull of the metropolis), and Dinajpur, Patuakhali and Rajshahi (due to
internal migration). The majority of the population is Muslim and their
proportion has increased overtime. There is a small tribal population. The
mother tongue of the people is Bengali which manifests dialectical variation
over the region.

1.4 Occupational And Social Class Structure

Civilian labour force was enumerated by 1961, 1974 and 1981
censuses at 16.9 million, 21.9 million, and 25.9 million respectively. The
labour force survey (1985-88) has recorded it at 28.5 million; by 1983-90 it
is likely to rise above 35 million. The Refined Activity Rate (RAR) was
estimated to be 43.2 for urban and 40.2 for rural areas as per 1981 census,
while it was 50.0 for urban and 54.6 for rural in 1861. The female RAR was
found to be 7. 5 for urban and 4.2. for rural areas according to 1981
census, while it was 14.3 for urban and 17.9 for rural areas as per, 1961
census. The rate for male were 69.1 and 75 for 1981 and 75.0 and 88.0 for
1961. The RAR has declined over the years but for the male and female it
has reversed for urban-rural areas due to migration and decreased
employment opportunity in rural areas. There are also wide regional
variation in activity rates, as well as specific activity rates.

Agriculture is still the source of main employment, however its relative
importance has been declining over the years from 84.5% in 1961 to
57.2% in 1985-86. In absolute terms, the employment level peaked in
1974 and has since doclined a little bit. There has been a significant growth
in services and in administrative positions followed by clerical and sales
workers. However, relatively the professional and technical personnel as
well as production and transport workers have edged ahead of -all these
except the clerical group.

Social class structure, is not adequately defined by occupation. We
need to look into income distribution and family lineage.: However,
adequate data is not available for such categories. The income distribution
for three years (1963-64, 1973-74 and 1981-82) shows that successive 10
per cent of households have greater and greater share of income. Two-
fifths of households received about one-fifth of total income while ‘top 5%
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of households received one-fifth of total income. The gini coefficient
indicate increasing income inequality. It would be seen from monthly
income statistics that 93% in 1973-74 and 55.5% in 1981-82 were in the
low income category and 6.2% in 1973-74 and 31.7% in 1981-82 were in
middle income category and 0.8% in 1973-74 and 12.8% in 1983-84 were
in higher income category by Bangladesh standards.

The development plan recognized unemployment and underemploy-
ment as chronic. The pressure of increasing population on scarce land
resources has increased landlessness. The limited capacity of traditional
technology employed in agriculture restricted absorbtive capacity in that
sector, while non-agricultural employment did not expand enough. The
need for subsistence level work has led to expansion of informal
employment, depressed agricultural wage and desertion of occupation by
artisans and craftsman. The employment opportunities did not expand as
planned and poverty alleviation programmes became vital for subsistence.
This was accompanied by urban in migration creating slums. The human
resource development efforts were inadequate and inappropriate in the
absence of proper manpower planning.

1.5 Structure Of The Economy '

The economy of Bangladesh is pre-duinunantly agricultural. The share of
agriculture in the GDP is about half; it has dwindled from two-thirds in early
sixties. The next in importance is 1.2 service sector which has been
expanding. 't now accounts for more than one-third. Secondary sector
(industry) has grown rapidly due to rapid expansion of construction and
utilities, while the manufacturing sactor has shown a slow rate of growth.
With 72-73 as base year, agricultural production expanded by about 50 per
cent and manufacturing production by about 56 per cent.

1.6 Structure of Government And Main Political Goals.

Bangladesh (East Pakistan) inherited a federal structure of government
as part of Pakistan upon partition of India in 1947 with an elected parliament
at the centre and provincial legisiature at the province. However,
democratic norms were over-ridden by a military-bureaucratic coalition after
the death of the founder of the state. Since 1954, particularly since 1958,
non-democratic forms of government at times with indirectly elected central
legislature stunted the growth of democratic institutions and popular
participation in policy-making administration and resulting in ineguitable
distribution of economic resources within the framework of united Pakistan.
The first free election in 1970 under a military regime brought a resounding
victory for a regional party of the then East Pakistan which was hard to
accept for the Pakistan military and bureaucratic machine. This led to
liberation movement after a military crackdown and genocide committed on
the people of Bangladesh in 1971
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After liberation, Bangladesh quickly adopted a constitution providing for
unitary democratic government with multiple party system (communal
parties were banned) with Democracy, Secularism, Nationalism and
Socialism as guiding principles for the state. The constitution itself defined
certain socio-politico-economic goals viz (a) conditions are to be created to
emancipate the toiling masses from all forces of exploitation (b) every
citizen are to enjoy right to work; (c) all citizens are to be assured equal
opportunity so that an egalitarian society can be established; (d) enjoyment
of unearned income is to be discouraged and (e} there will be limits to
private ownership of means of production as prescribed by law.

The picture soon changed after general election of 1973 and in January
1975 the founding father of Bangladesh proclaimed through constitutional
reform formation of presidential government and formation of an one-party
state. He also proceeded to make amends to initial enthusiasm about
socialism; even secularism. The assassination of the founding father and
ascent of the military-bureaucratic regime through a series of coup led to
disintegration of the democratic political system. In search of legitimacy,
elections to a sub-serviant national assembly was held in which a party
launched from the top, formed out of disintegrating left and right political
parties and won. The government spent much effort and energy to
strengthen and build institutions for local level mobilisation of resources,
even though all powers remained in the hands of the President. He too was
assassinated as he consistently refused to politicize the professional armed
forces. A weak government followed before another stage-managed
military-bureaucratic regime was instituted. This government has
proceeded to make all systems dysfunctional in the name of reform and
autocracy with parliament and controlled local governments at various levels
currently run the country.

The pronounced socio-economic goals are best expressed in the
development plans. Even though planning machinery has been weakened
by out-of-plan activities and intervention from the top. The first five year
plan prepared under a democratically elected government was more
sensitive to basic needs of population and needs for restructuring the
economy. The second and third plan prepared under military bureaucratic
regime were more technically oriented toward augmentation of output and
control of demand.

First plan (73-78) recognized the basic right to primary education of a
minimum standard, the need to enlarge enrolment at all levels and improve
quality of education, the necessity to expand science and technology
education and to make the higher education selective based on merit. The
second plan (80-85) placed emphasis on mass literacy, expansion of
educational opportunities for disadvantaged groups including women and
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people in rural areas, improvement of science and technology education
and increase of teacher training facilities. The plan was silent about
objectives vis-a-vis higher education as such. The third plan (85-90)
advocated universal primary education as an objective and made expansion
of enrolment at all levels, excepting universities, its primary objective with
recognition of the need to improve quality, reduce urban-rural gap and to
prove emphasis on vocational and technical education.

1.7. Relationship With Religious Bodies

Education in Bangladesh like in all ancient religious traditions, had a
close relationship with religious bodies. Traditional Hindu scriptural
education based on Sanskrit was the preserve of schools run by Brahmins.
These are now almost extinct in Bangladesh. Similarly the Buddhist
education in Pali is the preserve of their monastic order. The contribution of
Christian missionaries in introducing European and English education
along with religious instruction particularly during the East India Company
rule is notable. Even today some of the missionary schools exist. The most
notable religious education system is provided through the Madrasha
system for Muslims. Link with religious order is not important as theological
divergence is not that dominant in this part of the world, majority being
Hanafi Sunni Mussalman. There has been attempts at various times 10
integrate this religious system of schools with the secular modern
education which has not succeeded as yet. In terms of number and
enrolment and partly due to government financial assistance, this parallel
system has assumed a size comparable to the secular stream of modern
education. Government has recently appointed a committee to look into
the possibilities of modernisation of the curricula of the madrashas in
Bangladesh. The number of maktab (primary) was reported to be over 58
thousand with more than 74 thousand teachers and about 4 million
students in 1983. The number of Madrashas (secondary level and above)
in that year was 2864 with about 29 thousand teachers and hali-a-million
students.

“2. INSTITUTIONAL FABRIC OF THE HIGHER EDUCATION SYSTEM

2.1 Introduction

The education system in Bangladesh is complex; but generally speaking
it consists of 5 years of primary school followed by 5 years of secondary
school, 2 years of intermediate college and 2, 3, 4 or 5 years of Bachelor's
levels of education followed by 1 or 2 years of Master's level programme
and/or post-graduate diploma programme. M. Phil/Doctoral level education
does not yet have a formal structure. In our discussion of higher education
system, we shall primarily discuss the university and degree college level
education.
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At the university level there are no private institution as yet; all these
universities were established by the government (with or without foreign
assistance) through promulgation of an ordinance or an act of the national
assembly. The funds are provided mostly by the government. The oldest
unviersity was established in 1921 at Dhaka and the new ones (2 general
and 2 affiliatory) are being established. The oldest college was established
in 1857.

2.2 Organization Structure And Level Of High Education

The higher education system in Bangladesh currently comprises of 3
teaching and affiliatory general universities at Dhaka (1921), Rajshahi
(1953) and Chittagong (1965), one residential teaching university of
Agriculture at Mymensingh (1960), one residential teaching university of
Engineering and Technology at Dhaka (1960), one residential teaching
university at Savar (1970) near Dhaka and one residential Islamic University
at Santidaga near Kushtia. University of Dhaka includes five constitutent
colleges of Education, 5 constituent colleges of Medicines, 8 constituent
institutes of post-graduate medicine, one constitument college of Nursing,
two constituent college of Teachnology, one constituent college of
Homeopathy and one constituent college of Home Economics. The
university has 6 faculties, 36 departments on campus and seven institutes
and three research centres. The university proper offers three year
Bachelor degree and 1 or 2 year Master's degree and M. Phil/Ph. D
degrees for research work done under supervision of a faculty.

There are 198 affiliated colleges under Dhaka University of which 21
offers two-year bachelor level law courses (L.L.B.), 177 other offer two-year
degree courses in Humanities and Social Sciences (B.A.) of which 141 also
offer two-year degree courses in Commerce (B. Com), 13 offers two-years
courses in_Science (B.Sc.), 13 offers ihree-year degree courses in
Humanities and/or Social Sciences (B.A. Hons./B.S.S. Hons.), & offer
three-year courses in Commerce (B.Com. Hons.), 8 in Science (B. Sc.
Hons.). 8 offer 1-2 years master's level courses in Humanities or Social
Science (M.A., M.S.S.), 3 offer such courses in Commerce (M. Com.) and
two in Science (M. Sc.) in selected subjects. There are in addition a college
of music.

University of Rajshahi has 6 faculties covering 28 departments and one
Institute. The unversity proper offers 3 years bachelor's and 1-2 years
Master degree courses programme in addition to M. Phil and Ph. D degree
programme. Further it has 12 affiliated law colleges offering two-year
bachelor's level studies (L.L.B.), 2 medical colleges offering 4 year degree
programme (MBBS), five teachers training colleges offering 2 year B.Ed.,
B.P. Ed. courses, and 171 affiliated colleges of which 169 affiliated
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colleges offer 2 year bachelor degree courses in arts and humanities, 165
offer in Social Sciences, 158 in Commerce and 58 in Science. In addition
12 affiliated college offer 3 years bachelor degree courses in science, 3 in
social science, one in commerce and none in arts and humanities. 2 of the
affiliated colleges offer 1-2 years master’s level courses in science and 1 in
commerce. There is a military academy affiliated to it. The college offer
similar programme as indicated earlier.

University of Chittagong has four faculties covering 21 departments and
two institutes on campus. It offers three-year bachelor level degree
programmes in arts, humanities, social sciences, physical and biological
sciences and 1-2 year master's level programme in these areas. It has under
its academic supervision 88 affiliated colleges of which 87 offer two year
degree programmes in arts and social sciences, 75 in commerce and 14 in
science. In addition 4 of them offer three years bachelor level courses in
Humantities and social science, two in commerce and two in sciences. Only
one of the affiliated college offers master’s level course in Humanities. In
addition it has four colleges offering two year bachelor level course in law, 2
medical colleges offering four year bachelor level courses, four teachers
training colleges. One college of fine arts, one college of forestry, and two
military academies are affiliated to it. The college offer similar programmes as
indicated earlier.

Jahangirnagar University has three faculties covering twelve
departments in the areas of Aris ano Humanities, Social Sciences,
Mathematical and Physical Sciences and iwo Institutes. They offer three-
year bachelor degree and one-year master level programmes.

Islamic University has two faculties (Shariah, Humanities and Social
Science) covering eight departments. They currently offer three-year
bachelor level programme in Sharia and Commerce.

Bangladesh University of Engineering and Technology has four
faculties and two Institutes. They offer four bachelor level courses and one
year course at masters level, four-year engineering and five—year bachelor
level courses in Architecture and one year master level course in urban and
regional planning.

Bangladesh Agricultural University has 6 faculities and one Institute.
They offer four/five year courses at Bachelor level and one to two-year
course at master's level. In addition there is Bangladesh Institute of

Technology with four engineering colleges under it and they offer four year
'bachelor level degree programmes.

The universities are all sponsored and funded by the government. The
same is true of teachers training, medical, engineering, forestry, military
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academies and colleges of technology. Law colleges are privately
sponsored and funded. So are the fine art colleges; of the general
colleges, 129 are government funded though many of them were
established through private initiative. Others are government aided,
though sponsored through private efforts.

2.3 Admission Policies And Selection

Admission policies are determined by each institution. For admission to
medical colleges (including dental college) requires very high grades in
SSC and HCS examinations; admission tests and interview are required.
Only science group students with biology as a subject are eligible. For all
medical colleges, one examination is held and certain amount of
government control is visible. For currently operating private medical
college, lump sum capitation fee is a requirement. Admission to post-
graduate institutes (medical) require a number of years of service and this is
largely controlled by the government.

Admission to Bangladesh University of Enginnering and Technology
(BUET) is based on high academic performance in SSC & HSC
examinations, achievement in admission test and interview. Only students
of science group are eligible for admission. Admission to engineering
colleges under Bangladesh Institute of Technology is based on academic
performance at SSC and HSC examinations. A stream of students also
come from: polytechnics. Admission to Technology Institutes (Textile and
Leather) are more liberal.

Admission to Bangladesh Agricultural Unviersity (BAU) is generally
based on academic performance in SSC & HSC examinations though
demanded in terms of academic achievement is not as high as in the case
of medicine or engineering. Admission to Agricultural colleges are less
restrictive.

Dhaka University administers admission test faculty-wise and
requirement in terms of performance in SSC & HSC examinations varies by
faculty and departments. One student of science stream in SSC & HSC
have limited opportunity to move to other faculties and students of human-
ties and social science to commerce and law. Dhaka being the oldest and
premier university, admission to this university defacto is more restrictive
compared to other universities at it pulls students from all regions of the
country.

For admission to Jahangirnagar University, being residential in nature,
offering financial assistance to larger proportion of students and with limited
number of departments in addition to being close to Dhaka, students face
stiff competition, though admission requirement postfacto seem to be
more liberal than Dhaka.
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Rajshahi University draws®students mostly from the north and western
part of the country though some who fails to get admission into
departments of their choice at Dhaka or BUET or BAU may also try for
admission there. The admission policy, requirements, and process are
similar to those at Dhaka but defacto it appears to be comparatively liberal as
students with lower attainments get admission to this university. Similar is
the case with Chittagong University which draws students primarily from
eastern region of the country. Admission to Islamic university is through a
similar process, but more liberai. The students from madrasha education
system get admission here. They have limited opportunities in others.

All the universities and technical educational institutes can absorb only a
small proportion (less than 10%) of HSC graduates. The degree colieges
accommodate most of the remaining students. Admission to government
colleges are more restrictive compared tc non-government colleges.
Similarly urban colleges follow a more restrictive policy compared to non-
urban colleges and all female colleges follow a liberal admission policy.

2.4 Research System

At master’s level in all universities some departments allow completion of
the degree through research in lieu of an elective course. M. Phil, Ph. D
programmes are available in most departments of all the faculties. In Dhaka
university alone, between 1921-47, 31 scholars were awarded Ph. D
degree, between 47-71, number of scholars who obtained research
degree were 44 and between 72-80 such degrees were awarded to 31
scholars. In the next seven years about 86 were so honoured. In Rajshahi
University it is organized through an Institute for social sciences. Rajshahi
University since its inception has awarded 24 research degrees at Ph. D
level. Chittagong University awarded only a few sc far. There are research
bureaus in selected areas of social sciences (economics), philosophy,
commerce, geography, physics, biological science, and appropriate
technology at Dhaka University. Dhaka University has officially organised
research forum in humanities, and social sciences. In other universities
such institutionalisation has not taken roots. Teachers can undertake
research individually with financial assistance from University Grants
Commission (UGC). Teachers for undertaking research have sought
assistance aiso from donor agencies as well. There has been few
collaborative research arrangement, particularly in the Engineering
University and in Physics Department of Dhaka University with Institutions
abroad. Quiside the University system there are government funded
research organizations in sciences, atomic energy and foreign policy, etc.
Government has commissioned reseacrch studies sparingly with the
exception of Planning Commission which needed inputs for Planning.
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Some donor agencies have similarly used the professional expertise of
teachers particularly in social sciences.

2.5 Quantitative Development In Higher Education

Accurate statistics for all institutions are not available and had to be
calculated indirectly and the 20-24 group estimates for intercensal years
were extrapolated. Admissions to general universities between 1965 and
1970 doubled due to expansion of university capacity while the expansion
in previous five years was only 24%. In the next five years total enroiment
also increased rapidly. In the following five-year period due o non-
expansion of university capacity, the rate of increase decelerated in the
face of unemployment, inflation and slow rate of growth of the economy.

In BUET the rates of growth of admissions for the successive five-year
periods from 1965-onwards have been 9.9%, 18.9%, 29.9% and 25.2%
respectively. In the case of BAU the rate of increase during 65-70 was more
than 100% and for the following successive half-decades this was 32.3%,
28.5% and 6.0% respectively. In the medical colleges (excluding post
graduate) the rates of expansion of students enrolment were 43%, 63.7%,
114.2%, 17.5% and 6.8%. In the case of engineering colleges these rates
were 60.2%, 329.1%, 38.8%, 26.5% for five-year periods since 1965
respectively. With respect to polytechnics the enrolment expansion rates
were 153.7%, 16.6%. 20.8% and 9.5%. in teacher training (excluding
primary teacher training which is not a graduate level programme) these
rates are 45.0%, 71.0%, 47.5%, 0.1% and 4.9% respectively. In case of
degree level law education at colleges, the enrolment expansion rates was
92.0%, 119.9%, 69.5%, 14.4% and 7.3% respectively. With respect to
post-HSC level education in general celleges covering arts, humanities,
social sciences, commerce, science, the rates of expansion were 19.9%,
28.0%, 21.3%, 41.4% and 6.8% respectively. The participation rate,
calculaied on the basis of total enrolment in higher education over the
estimated population for 20-24 age group increased from 1.5% in 1960 to
2.5% in 1980. The rate remained static at that level in 1985. However, total
participation of that age group in tertiary education is higher (around 3%;.

2.6 Structure Of Qualifications And Graduate Programmes

Undergraduate study for a degree starts after completion of 12 years of
schooling covering 2-year pre-university college. The length of study for a
bachelor (pass) degree is 2 years for honours degree, 3 years and 4 years
for professional/technical degree. The graduate level study at a master’s
level programme starts after completion of bachelor's degree and its length
is 1-2 years both for general and technical studies. The teacher training
education, however requires a bachelors level proficiency for another
bachelor level study. The programme for M. Phil, Ph. D and D. Sc level
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studies have generally no defined duration and it requires completion of
master's programme as a pre-requisite.

3. GOVERNANCE ADMINISTRATION AND FINANCE

3.1 Introduction

As stated earlier, we need to differentiate between universities and
colleges. Universities are astablished under an ordinance issued by the
Government or an Act of the parliament. Thus its general legal frame is rgid,
while the colleges are established under executive order of the ministries
with approval of the higher executive authority, the legal frame is absent
and direction from the government is reqular and fundamental. It need
further be noted that all educational institutions are/were not under the
administrative control of Ministry of Education e.g. medicine.

3.2 Relationship With The State

Bangladesh is a unitary state with presidential system of government
where ministers hold offices at the pleasure of the president and they
usually-are but need not be elected members of parliament. President is
ex-officio.chancellor of all the universities in the country. The chancellors
secretariat is the Ministry Of Education (MOE) and Secretary of MOE
functions as Secretary to the Chancellor. This was designed to elirinate
intervention by the Ministry and assure autonomy of the universities.
However, since liberation of Bangladesh, particularly since the
perpetuation of military rule, this has not worked. President maintains a
large secretariat with Director Generals in charge of various ministries and
thus they effectively intermediate in the matters referred to the chancellor.

The chancelior appoints vice-chancellors of the universities from a panel
of three elected by the senate in case of four general universities and in all
other cases on the basis of recommendation by the Ministry of Education.
He can appoint any person in case a vacancy occurs due to resignation,
death, etc. The chancellor also appoints pro-vice chancellor in consultation
with vice-chancellor and MOE for three general universities where such
provisions have been made in the Act. He also appoints Treasurer for five
universities. Chancellor also nominates experts on various selection
committees for appointment of teachers. He also nominates few (usually
five) members to the senate of the four general universities, besides
nomination of few (usually five) government officials; further he approves
appointment of government representatives on the highest governing
body of the universities (i.e. syndicate). Further he is the appelate authority
against any decision of the university. The chancellor's permission is said 0
be required for senior teachers for visits abroad even on acader
puposes.
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The Ministry of Education normally plays a subsidiary role in so far as the
administration of general universities. For the technical universities their
role is more important as they virtually substitute the function of the senate.
They at times regulate the visits for academic purposes of teachers of
universities and control the award of scholarship and technical assistance to
universities.

The University Grants Commission (UGC) is supposed to function as the
coordinator, inspector, supervisor and advisor particularly with respect to
allocation and use of finance and development projects including creation
of new posts. However, UGC have not been very effective. They seem to
be ignored by MOE and the universities. The co-ordination function is
done primarily through budgetary allocation for recurring and development
purposes. For development allocation, however, the Planning
Commission, Ministry of Planning, External Resource Division of that
Ministry as well as Ministry of Finance play significant role.

The presence of the state in the case of government colleges is more
direci. MOE and Director General, Secondary and Higher Education
(DGSHE) play a direct role controling finance, appointment, promotions,
transfers efc. In case of non-government but aided degree colleges the
control is through fund allocation and management committee where
government representation is decisive. In case of wholly private college
(non-aided), such control is absent.

3.3 Planning, Implementation And Evaluation

Higher education has featured in all the development plans of the
country. Since these plans are basically agglomeration of projects, it is
difficult to put ones finger on goals and objectives as such. The two
education commission had also identified goals and objectives of
education sector including higher education.

The goals and objectives, as recognized by the commissions on
education are development of knowledgeable cultured, enquiring socially
committed, individuals with powers of analysis, independence of thought,
sense of justice imbued with humanistic values so that such persons can
contribute to the development of manpower for social, economic and
technological development of the country and are able to push the current
frontiers of knowledge. Such goals are non-difinitive for purposes of
planning and serves as a distant ideal.

The goals so defined in the first five year plan ((1973-78) was to make
higher education selective, even though quantitative expansion was 1o be
accommodated the emphasis was to be on qualitative improvement for
producing trained manpower for different sectors of the economy. A shift of
emphasis in favour of science and technical education was also envisaged.
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importance of teacher education was duly recognised. The need to make
higher educatio: 2ccessible to women was also mentioned. These goals
were transmitted with partial succees , through allocation of development of
funds to old and new institutions of higher education. In the government
colleges staff resources were allocated centrally, student places were
determined on the basis of capacity determined by physical facility, faculty
and 8-hour working time. At times hostel accommodation and laboratory
facility became critical constraints.

During the first plan period quantitative expansion at all levels of higher
education and for all types was underachieved due to non-availability of
resources and possible overestimation of social response to such
opportunities. In fact there was a decline in intake in the teacher education
stream.

The two year plan (1978-80) that followed was to consolidate existing
facilities in the higher education sector for more productive use even
though it took into cognigence the pressure on enrolment. The expansion
in enrolment capacity was planned for technology sector and teacher
education only. However, qualitative development of colleges with respect
to library and laboratory and development assistance to non-goverment
colleges were planned.

The second five year plan (1980-85) document recognized that
educational development, even in higher education sector, has been
largely quantitative expansion to meet exigencies and innovative policies
and programmes could not be implemented due to resource constraint
coupled with lack of adequate preparation. Thus the underachievement
persisted both for quality and quantily. The second plan reemphasised
principle of selectivity in higher education, promotion of sci-nce and
technology education and encouragement for female and teacher
education. The plan reiterated need for improving facilities at college level
and consolidation of facilities in technical education and universities along
with rationalisation of enro!ment.

These qualitative objectives were however not achieved and hence the
Third Five Year Plan (1985-90) reemphasized the need to consolidate
facilities and rationalize enrolment in the institutions of higher education to
provide emphasis on science, technology, teacher and female education.
The annual reviews of the development plan do not see any reversal of
trend and better achievenment of qualitative objectives. These indicate
non-success of educational planning and inadequate response of
educational institutions and educational administration to planned goals
and objective. The education system as a whole has failed to respond to
the changing needs for social and economic development.
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The national plan is prepared at the level of national planning
commission, but the education sector plan is prepared on the basis of basic
units which obey the directives of the MOE. In respect of higher
education, college education development plan as well teacher education
is done by DGSHE, technical education development plans by DGDTE and
university education by UGC in consultation with consistent units wherever
necessary. Project preparation is similarly done at times with technical
assistance from donor agency project formulation is the responsibility of the
basic unit and it processed through MOE for approval by National Economic
Council (UGC). The implementation is done by the sponsoring unit and
monitoring is done by MOE and IMED and as well plannina commission.
Even with such elaborate mechanism, the system appear to lack efficiency.

3.4 Finance

According to the Report of Bangladesh National Education Commission
in the sixties, the proportion of GDP spent on education sector as a whole
inclusive of government and private, recurring and development
expenditure, was around one per cent. It was less than 1% in early years
and slightly more than 1% in later years. In 1872-73, this increased to 1.8%
During the decade of seventies it remained around that level declining
towards the later years. In 1985-86, it is estimated to be 1.6% only. The
share of higher education is estimated roughly at one-fifth of this
expenditure. Thus the proportion of GDP spent on higher education
increased from 0.2% to 0.3% in quarter of a century.

As a proportion of total government expenditure the share of eductation
came down from around 15% in the sixties to around 10% in the eighties. In
the first five year development plan 7.1% of total public sector outlay was
earmarked for education, while actual outlay was about 5.3%. In the two
year plan, this. share was reduced to 5.1%. In the second five year plan it
was further reduced to 4.3% while the realised share was about 3%. In the
third five year plan share of planned outlay has been kept at around 3% and
the realised share would be below that amount.

Within the education sector nearly 25% was allocated for the total higher
education sector including 11% for university education. During the two-
year plan the share of allocation increased to about 30% including 13.5%
for university education. But the share of actual development expenditure
for those years was about 40% including 26.4% for universities.

In the second plan, the allocation for higher education sector was
drastically reduced to about 13.5% including 7.25% for universities. But
the actual share of higher eduction was about 17.7% including 10.6% for
universities. The third plan allocation for higher education was about 18.8%
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of education sector outlay with 8.5% earmarked for university. In reality, it is
likely to be of the order of 25% and 15% respectively.

The prime source of finance for the universities is the government which
provides between 90% to 98% of recurring expenditures and nearly 100%
of all capital expenditures. Amongst the universities, Dhaka receives the
highest amount (35.8%), followed by Rajshahi (16.0%), Chittagong (13.
6%), Agriculture (13.4%), Engineering (10.1%), Jahangirnagar (8.2%) and
Islamic University (1.9%). However, on per student basis, the recurring
expenditure is highest for Agricultural University, followed by Chittagong,
Jahangirnagar, Engineering, Dhaka and Rajshahi. Of the recurring budget
salary of teachers, officers and staff account for more than half to two thirds.
Expenditure on library, laboratory and examinations account for about 10%.
Per student expenses in colleges are much lower so is the expenses on
education support and supplies.

3.5 Modes Of Governance And Academic Organisation

Vice-Chancellor is the chief executive of the universities. They
administer the universities with the advice and consent of various statutory
bodies. For framing or amending statutes, the concerned body is the
Senate which exists only is the general universities. The senate of which
vice-chancellor is the chairperson, has representation of teachers,
students, registered graduates (alumni community), government,
parliament and constituent/affiliated colleges. The senate normally sits
once a year to consider annual report and the budget. This serves also as a
forum to discuss all issues related to the administration of the university.

In the academic matters, in all universities, the apex body is the
Academic Council whose meeting is presided over by the vice-chancellor.
lts membership includes all professors, deans of faculties, chairpersons of
the- departments, directors of institutes and representatives of
constituent/affiliated colleges. It takes decision in all matters related to
academic function of the university i.e. approval of syllabus of existing or
new programme, setting admission criterion, fixing dates of examinations
and approving panel of examiners, creating new academic posts,
departments or setting academic standards, approval of affiliation/
disaffiliation of constituent/affilitating colleges, approval of admission to and
award of advenced degrees including honorary degrees, approval of
punishment for violation of academic norms and regulations, approval of
composition of faculty, etc. In case of post-master's programme academic
council works on the recommendation of Board of Advanced Studies of
which vice-chanceller is the chairperson and all professors of the faculties
are members. It normally meets once a quarter but can meet as and when
necessary.
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In all administrative and policy matters vice-chancellor works on a regular
basis in conjunction with the syndicate which has representation of
teachers, university adminstration, government and the senate. It initiates
addition and alterations to statutes, approves budget, applies financial
control and administers discipline besides appointing teaching and
administrative personnel. In matters of finance it is assisted by a finance
committee in all universities and in matters of real estate and construction
management by a planning and development committee in some of the
universities. i

Financial matters are overseen by the treasurer and pro-vice-chancellor,
where they appointed, look after delegated administrative matters.
Registrar is in charge of the registry and general administration, contrcller of
examinations administers examinations and publication of results, inspector
of college reports about the affiliation of constituent colleges, comptroller
of accounts look after accounts and audit, chief engineer supervises
construction and maintenance, planning and development officer initiates
development projects for approval and funding by the government.

For academic adminisiration, the basic unit is a department which is
headed by a chairman for a term of three years and appointment is on the
basis of seniority. In some universities the rotation is limited amongst the
professors and associate professors. In some universities the rotation
system is absent. All academic matters are decided in the academic
committee consisting of all faculty teachers and all developmental matters
including recruitment, promotion, creation of post, etc. are decided in the
planning and development (P & D) committee where it exists. The next tier
of administration is the faculty which is chaired by a Dean elected by faculty
teachers or appointed by vice-chancellor for a two-year term. The faculty
also includes nominees of the academic council and outside experts in
limited number. All decisions of departmental academic committee and P &
D committee wherever necessary, are processed through the facuity for
consideration of higher statutory bodies.

The other units i.e. institutes meant primarily for post-bachelor level
education have a Board of Governors with representatives from syndicate
related faculties, academic council outside experts and teacher
representative. Such boards exercise all powers delegated to it by the
syndicate. The institutes also have the academic committee consisting of all
faculty members and an academic board similar to faculty. It also has
planning and development committee.

The library is administered by a librarian and overseen by a committee in
some universities.
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The student administration are normally the responsiblity of provosts of
residential halls who are appointed by the vice-chancellor. He manages
these halls and processes admissions to the university with the help of
tutors who are members of faculty. The Director of guidance and
counselling, wherever it exists, is not effective,

The colleges are governed by a managing committee appointed by the
Govt. The government colleges do not have such committees at all.

3.6 Patterns Of Authority And Participation

Vice-Chancellor weilds extensive authority and in practice, there is a very
little check on it. The other functionaries i.e. pro-vice-chancellor and
treasurer seem to have failed to act independently. They exercise
delegated powers and can only perform as assistants and not as equals as
per top management conception. The syndicate though comparable to a
board of trustees/directors, seem to be less so than designed. The
academic council though designed to be supreme in academic matters, has
failed to meet such expectations. The senate is not effective at all.

The diffusion of departmental leadership through mechanistic rotation
and election process for selecting deans have adversely affected efficiency
of such offices. The same is true of directorship of the institutes, though it
could have been otherwise.

The teachers participation at basic and higher levels has been assured,
students participation is limited, employees do not participate at all while the
community is kept at a distance. Participation of government in syndicate is
significant.

4. FACULTY AND STUDENTS: TEACHING, LEARNING AND RESEARCH
4.1 Development Of Teaching Body

The number of teachers employed in higher education institutions
increased from a total of 2312 in 1960 to 12088 which is a five-fold
increase. In the universities the increase was from 679 in 1960 to 2681 in
1985 which is a four-fold increase. Increase in teaching faculty in
govermment degree colleges (calculated on the basis of average additional
appointments) increased from 216 in 1960 to 5280 which is twenty-four
times increase. For non-government degree colleges the increase was
from 657 in 1960 to 2592, a four-fold increase. In the professional degree
level institution this increase from a base of 760 to 1525 was two-fold
increase. This increase was due to pressure from feeder streams and
quantitative expansion of institutions and departments within institutions.

In this context it may be noted that teachers with higher academic
qualification also increased over the years. In 1960, the proportion was
about 17 per cent, in 1965 it was about 22 per cent, in 1970 it was 27 per
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cent; in 1975 it was 38 per cent, in 1980 it was about 45% and in 1985 it
was about 59%. Much of these foreign trained teachers are in the
universities, engineering colleges, medical colleges and teacher training
colleges. In the non-government colleges it is almost nil and in the
government degree colleges the number is limited.

In 1985, 11% of teaching faculty held the post of professors; in 1960 it
was less than 5%; 20% held the post of Associate Professor while it was
about 11% in 1960, 45% held the post of assistant professor while in 1960
equivalent posts was held by about 40% of teaching faculty and 24% in
1985 held the post of lecturer while in 1960 it was about 44% . The
structure of teaching faculty has changed significantly. Similar magnitude of
changes has not taken place in government degree colleges, and much
less so in non-government degree colleges. The professional colleges
have shown upward adjustment of posts but not to the extent seen for the
universities.

In 1983-84 within the university system, over 56% of teachers were
engaged in teaching physical, biological, medical, engineering and
agricultural sciences; social sciences all together claimed about 16% of
faculties while humanities had a share of 19%. The commerce faculty had a
share of 7% of faculty. The rest were in law, education, and post-graduate
schools. In 1960, the distribution were about 30% for humanities, 19% for
social sciences 1% for commerce, 1% for law and 49% for sciences. The
relative expansion of faculty has been largely due to addition of technical
universities into the system.

Part-time teaching staff are employed in law, commerce and engineering
university for teaching humanities and social sciences and some in non-
govt. colleges. In 1960, it is estimated there were no more than 150 part-
time teachers of which more than 100 were in non-govt. colleges. In 1885,
the estimated numuer of such teachers in the university system is 57, in law
colleges 250, and in other institutions about 20. The number for non-govt.
degree colleges was however not available.

4.2 Career Paths
The lowest position in the faculty structure in all university is lectureship.
The entry qualification varies. Normally a first at master's or bechelor (Hons)
level is the minimum requirement with no third in any of the preceding two
public examinations (HSC & SSC). No teaching or research experience or
publication is required. However, a degree from abroad (generally a master
or Ph.D) helps to cover any deficiency mentioned earlier (i.e. no first at MA
or BA level or a third in earlier examination). The engineering university
insist in three first upto B. Sc (Engg) level with a commitment to persue MS
after appointment. The Agricultural University has not insisted on a first in
“the past.
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A lecturer with three years of teaching experience and one publication is
eligible for selection through press advertisement or through promotion or
internal restructuring process for the post of assistant professor. A higher
degree, generally from abroad, allow the authority to relax the requirement
of publication and experience.

An assistant professor with five years teaching experience at that level
and three publications becomes eligible for consideration for promotion or
appointment through open advertisement to the post of associate
professorship.

An associate professor with seven years of service at that level and five
publications is similarly eligible for appointment to the post of a professor.

The general universities and the agricultural university have often
compromised on the qualification while the engineering university have
jealously guarded it. In the case of general universities, teachers are
employees of the university and after a period on probation at each level
they hold a tenured position.

The recruitment/ promotion is initiated by the department/institute and
with the approval of the vice-chancellor it is advertised and application
processed through the departmental committee for consideration of a
selection committee whose recommendation is placed before the
syndicate/board of governors for approval. In the case of agricultural,
engineering and Islamic university the departmental committee dose not
exist.

So far as the government colleges are concerned, their recruitment/
promotion is done through the public service commission on
recommendation by MOE. Earlier DPI (now DGHSE/DGTVE) could give
adhoc appointments at the entry level. The qualifications for various ranks
are s:milar but a little liberal. (Those with seconds a1 BA/:1A level in place of
firsts can apply). They are civil servants.

The non-govt. colleges have very relaxed appointment system and little
meaning except seniority is attached to ranks.

In the university sector, in recent years, upward mobility in career has
been noticeable while this is not so in case of government colleges except
that when a private institution has been taken over finding equivalence on
the basis of service with same consideration to qualification has given many
good advantages and benefits and others with less qualification demotion.
Some anomalies are alleged to exist.

4.3 Representation Of Faculty Interest
Dhaka University teachers association was formed in October 1922 and
the then executive council accorded formal recognition to it in November of
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that year. All the universities have teachers association and they are
federated into a body. They are traditionally anti-establishment by nature.

They are non-government college teachers association which grew in
the seventies. The government colleges teachers association is a docile
body of civil servants. There is also a federation of college and university
teachers association.

The university teachers association have been every vigilant in
promotion and protecting university autonomy, it has also represented to
university authorities against injustices done to teacher (s) by university
administration and finally, it has demanded better material and finance
amenities for teachers with some success. However, it has rarely taken
initiative to further the academic advancement of the university as a whole.
University teachers enjoy representation in all statutory bodies for
governance of the institutions and teachers association or its sub-groups
influence decision-making through such bodies.

Non-government college teachers association has behaved more like a
trade union and demanded financial benefits for its members and often
enjoyed patronage of the government in recent years.

Government college teachers association have been concerned with
parity with other cadre services under the government in matters of
opportunities for advancement in career and less concerned with facilities
for academic work.

4.4 Academic Work

In the universities, the syndicate had fixed hours of teaching by ranks of
teachers long ago. It is the function of a departmental academic committee
to allocate course (s) in particular term/semester to teachers. As per norm a
lecturer is supposed to devote 19 hours a week for lecturing and
tutorials/laboratory supervision in which indeally the lecturers are not to
exceed 6 hours a week; (two courses of three hours duration); an assistant
professor is similarly required to lecture for 6 hrs and take
tutorials/laboratory work supervision for 9 hrs; an associate professor's load
is 6 hrs of teaching and six hrs of tutorials, laboratory work while a professor
is supposed to lecture for six hrs and take tutorials for two/three hrs.
However, tutorials have fallen into general disuse through abolition of
registers and recordkeeping for attendance. There are allegations of non-
regular lecturing by teachers. This is generally not true in science faculty
and tachnical universities/institutions.

In the colleges the work-load is said to be more irrespective of ranks and
it is allocated by institutional head in consultation with the departmental

20



Abhmad : Higher Education

head. The emphasis has been on lectures and the tutorial system is
generally absent. In recent years there has been reports of private tutoring
and negligence of class-duties by teachers of colleges.

Neither the universities nor the colleges call for any research-work plan
to determine time use. It is basically done by the teachers, at times by
departments. However, only few teachers are engagd in research. The
attachment of university teachers for M. Phil/Ph. D. student supervision
largely depends on teachers accessibility and area of specialisations.
Administrative work is largely done by teachers holding administrative posts
which except for statutory or elective position is given by the chief
executive of the institution except where it is provided by designation (e.g
vice-principal of a college).

4.5 Development Of The Student Body

Growth in the number of students have been discussed in an earlier
section. Between 1960 and 1965, number of students in institutions of
higher education persuing a degree programme increased from a total of
55075 to 184,854 which indicates a simple average annual rate of growth
of 13% in 25 years. In the universities for the same period the number
increased from 6305 to 39043 which show a 25% per cent annual growth
rate for the same period.

In the university sector there has been a dominant presence of science
althrough including engineering and agriculture. The commerce education
in the universities has enjoyed a rapid growth over the twenty five years.
Arts and humanities have lost relatively in recent years, though absolutely it
is still significant in size. The social sciences gained in the decade of sixties,
remained stable in the seventies and in the eighties it is losing relatively in
terms of the student proportion.

In the non-university sector, science, commerce as well as humanities
and sutial science have shown persistent increase in numoer ot graduates.
Between 1969 and 1986 there has been a nearly six and a half times
increase in social sciences, three and a half times in sciences and two and a
half times increase in commerce. There has been nearly four-fold increase
in medicine and engineering. The net increase in the university sector has
been of similar magnitude i.e. in science more than four-fold, in commerce
nearly thirteen times and in arts , humanities and social sciences about 2.78
times.

4.6 Social Class Origin

No data on social class-origin are available for any of the universities.
Hence we have to depend on some surveys done in various universities. In
1955 of the Dhaka University students 85.7% had rural background or
linkages and 14.3% of had no such claim. In 1985 it has reversed; 71.3%
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came from urban areas and only 18.7% had rural background. In Rajshahi
University 89.3% the students came from rural origin in 1965 and in 1987
this percentage dwindled to 77.7 per cent. In Chittagong University in
1974, 80.3% came from rural-areas while in 1986 the percentage was
76.4%. In Agricultural University in 1968, pupils coming from rural areas
and/or with rural background constituted about 96.2% of the student
population. This seems.tor have decreased to 87.7% in 1987. In the
Engineering University in 1986, urban area student population accounted
for 91.7% while this was 47.4% in 1962.

In 1965 in terms of perental profession, 33.7% of Dhaka University
students came from families with father in government service , 15.5% from
families with father in professions (law, medicine, banking, cons. enggr,
architect, teacher, journalists,etc.) 23% from families with father engaed in
business, and 21% from farming families. In 1965 corresponding
percentages were 47, 81, 10 and 32. In 1985, about 4% of students came
from families whose father serves/served in armed froees but in 1985 there
was none. On the basis of similar classification 1987 49% of students
reported farming as parental profession, 13% reported government
service, 18% profession and 16% “business. In 1965 corresponding
percentages were 57, 12, 15 and 9. For Chittagong University in 1986,
31% of students reported business to be parental profession, 29%
reported farming, 19% government service and 15% profession. In 1975
corresponding percentages were 23, 37, 22 and 11. In Agriculatural
University, 1968 survey reported 57% of students having parents with
tarming as profession, 18% reported business, 11% service and 7%
profession. In 1987 survey corresponding percentage are 43, 20, 17 and
13. For the Engineering University 1962 data shows 47% of students had
father in government service, 22% reported profession as parental
occupation, 12% reported business and 11% reported farming. The
corresponding figure for 1986 are 27, 36, 21 and 6.

In terms of total household income, in recent years for all these
universities taken together 5% came from bottom 20% income earning
families, 26% came from next quintles, 39% from the next, 23% from the
next quintle, and 7% from the top 20% of income earing families. The
percentages vary amongst the universities, Rajshahi and Agricultural
universities have higher representation from bottom two quintles while
Dhaka and Engg. universities have higher representation of top two
quintles. Chittagong has higher representation in middle three quintle.

In percentage terms minority students are represented more than their
percentage in population. Chittagong has higher representation of Hindus
and Buddhists than Rahshahi, Dhaka and Agricultural universities have
high representation of Hindus.
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Finally, 100% of female students in Engg. and Agri. universities more
than 80% in Dhaka, more than 80% in Chittagong and Rajshahi came from
urban background. Their parents are in service, profession or business.

4.7 Representation Of Student Interest

From the very beginning student residential halls were made an
essential part of the university. A student is a resident of or is attached to a
hall or residence. Teachers are similarly made resident tutors or attached
tutors. Each hall has a student union which conducts all extra-mural
activities and represents to provosts on matters of interest of the student
community. The membership is co-existensive with the student population
of the hall, attached or resident.

In addition to promote corporate life and to foster extra-curricular
activities, a central students union exists in all the universities. Being the
central body it has gained in importance relative to the hall unions. The
membership is coextensive with the students currently admitted to the
university.

Further, there are departmental student organizations performing similar
activities. The membership is coexistensive with the number of currently
admitted students. '

In recent years, student groups of political nature have surfaced strongly
in all the universities and they seem to enjoy predominance over the
academic student organization. 'The membership would not exceed 10%
of the student body. Dhaka University has organized an academic
environment committee to promote and protect academic environment with
representation from student political groups. Similarly there are studnet
cuitural organizations whose membership is again limited.

However, statutorily, student representation (five) from university central
students union in the senate of three general universities exist.

4.8 Learning And Examination

The structure of degree programmes are defined and approved by the
academic committee of the department where such comittee exists or by
the department head in consultation with faculty where no such committee
exists. This is then presented to the faculty which rarely disputes the
wisdom of the department and normally processes it for consideration of
the Academic Council of the university of which is the final authority in this
matter. The non-university sector, affiliated to the university has to follow
the decisions. :

New study programme may be proposed by a faculty member or a
department but has to be approved finally by the Academic Council
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normally after obtaining opinion of concerned faculty and departments.
Government, even donor agencies may suggest development of new
departments or programmes but these require approval of the Academic
Council.

In the country there is no central or external accredition body. However
recognition of standards by some external agency for certain areas have
been helpful (i.e. medicine).

4.9 Models Of Under-graduate Course

The under-graduate courses are generally organised on the basis of
broad areas. The student admitted to non-university two year under-
graduate programme in arts and humanities study three subjects in that
areas in addition to a course in Bengali. He has no option to take a course in
social science or commerce, not to speak of science or law. The same
compartmentalisation persists for specialised programmes in engineering,
medicine or agriculture who study some course in himanities, social science
and/or management without due emphasis.

The university programme has become similarly compartmentalised by
faculty where the major subject department dictates limited option in terms
of minor subjects within the faculty. Broad under-graduate education
balancing special area with general studies in other broad areas of discipline
has not been built into the programme due to historic reasons and over the
years this has become more rigid as flexibility of taking subsidiary subjects
in other faculties have been withdrawn.

4.10 Student Assessment

The system varies from university to university and even within the same
university from faculty to faculty and deprtment to department . For the non-
university sector, particularly two-year under-graduate programme, the
assessment is done annually through a three-hour examination per
course: Before the students are allowed to sit for the examinaiion
conducted by the university they are required to qualify in a test
examination which replicates in examination to be taken. To secure first
division one has to score sixty per cent or more, for second division forty-
five per cent or more for third division thirty-six pe cent or more. One has to
pass in all subjects. Examiners are appointed centrally and are from other
institutions. For the universities in Rajshahi, Chttagong, Jahangirnagar and
Islamic University the annual examination for promotion to the next year and
at the end of the second year examination in subsidiary subjects are held.
Final examination is held at the end of third year. Normally there are eight
papers for major and three papers each for the two subsidiaries. Evaluation
through tutorials are programmed but has fallen in disuse. In the science
subjects, one-fourth of the total marks are kept for laboratory based
examination.
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Engg. university started with courses defined in sequence and one had
to maintain a minimum level in each course or would be required to repeat.
In case of failure to maintain a minimum level of score in annual examination
the student could be retained in the same year and even could face
automatic exclusion. The system has been eased. The annual evaluation
has gained in importance and automatic exclusion is now rarely practiced.

The Agricultural University also started with course system and passing
in each course at the annual examination level conducted by the central
examination authority was required. This has been relaxed.

In the medical and dental colleges, passing in each course on a structure
basis and finally the university conducted examinations are required . They
have an internship requirement.

In Dhaka University, the system is varied. The reason being an attempt to
introduce course system which was not properly conceived. As a result
some of the faculties follow a semester based system. However, all
departments have a system of weightage for in-course examination and
there is also an annual examination. At the end of second year the students
take university conducted examination in subsidiary subjects. At the end of
‘third year the examination in major area is held. In examination, like all
general universities, each paper is evaluated by an internal and an external
examiner, appointed from a panal proposed by departmental academic
committee and approved by university academic council.

5.0 CONCLUSION

Higher education system has grown quantitatively at a slow pace
generally preserving the traditional system. The transition to modernity has
been marginal. The system suffers from a crisis of lack of direction and
objectivity in the absence of a stable enlightened democratic government.
This has in turn created problems with respect to equity and access,
excellence and relevance as well as efficiency, autonomy and
accountability. Despite all these limitations the system seem to have helped
growth of very qualified personnel however few. Financial inadequacy
compounded by dependence on government funding provide limited
opportunities and initiatives for change. As the feeder system is almost
wholly based on vernacular education and as relevant standard text books
in vernacular are not generally available, the standard of higher education
for average student has been adversely affected.

As investment in quality education provides wider opportunity and
better returns large number of students from middle and upper class are
going abroad causing a kind of brain-drain that is harmful to the society.
Salary and benefits as well opportunities for self-development and self-
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actualisation of the teachers being non-competitive and limited there has
also been brain-drain of competent scholars particularly in scinece and
technology.

The higher education administration seem to have failed to create an
environment for better scholarship, inter-disciplinary research and
experimentation in teaching that once was the characteristics of Dhaka
University. This is eating into the vitals of the higher education system as it
is eroding academic commitment, meaningful teacher-student relation and
discipline.

The social instability in the face of widening social distance between
social classes as well as limited employment opportunity in a stagnant
economy have affected the student community and this would remain a
problem until and unless powers that be take effective steps to ameliorate
the basic social malice.

In sum, the coming decade is likely to experience intensification of
academic and administrative problems due to short-sighted education
policy based on political opportunism and not on consideration of a
perspective of a rapidly changing world socially, economically and
technologically.
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EDUCATIONAL PLANNING IN BANGLADESH:
A CASE OF PERFUNCTORY EXERCISE OR
POLITICAL PERFIDY ? |

HARENDRA K. DEY~

There is hardly any coherent education policy for Bangladesh (and
indeed for many third world countries). What passes for educational policy
is in fact an amalgam of quickly conceived, dejointed projects and
programmes, sometimes pulling in different directions, and crying for a
definition of aims. The various regimes since independence have talked
eloquently of the need for reorienting and restructuring the old system of
education to meet the challenges of social and economic development
with justice, but largely failed not only to reshape it, but also to give it a
definite direction. As a result, the system, at least a large part of it, drifted
aimlessly and now has evolved into something which is hard to evaluate in
the absence of well-defined objectives and agreed upon standards.

WHAT IS EXPECTED OF A SYSTEM OF EDUCATION

Without being too much philosophical about it, one can perhaps say that
in a democratic society which does not unduly restrict the freedom of
choice, the system of education is expected to meet the needs of the
individual and those of the society. The individual wants to acquire
qualities, attributes and skills that can be productively used for self-
employment or sold to others for productive purposes. The level and the
type of education denianded will be determined by his preferences and his
capacity (including his cognitive and intellectual ability), the individual may
also like to have education because it might help sharpen, elevate and
humanize his intellect, develop his capacity to appreciate literature, music,
works of art, and thus improve his quality of life (and, of course, that of his
friends, neighbours and contemporaries). This aspect of education is seen
not as an input into the production process, but as a flow of consumption to
be derived during his life time, much like the flow of services from a
consumer durable. This conceptual distinction may not be so clear-cut in
real-work cases, though analytically useful. For example, if you are a
professional singer, singing is what you sell as well as consume. On the
other hand, if | am a professional butcher the skill that | have acquired is
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perhaps basically for selling and not for the pleasure of slaughtering
animals, though it could be. The point is that whatever be the type of
education the individual chooses, one component or the other would
appear to be prominent in his eyes.

On the other hand, the needs of society are met if the educational
system turns out persons with requisite skills in right numbers, desired
mixes and time sequences.

PROVISION OF EDUCATION: MARKET VS. GOVERNMENT

In a world of perfect competition, other considerations apart, the needs
of the individual and of the society could conceivably be met by the market
and there is no role for the government to play, except to see that market
imperfections do not creep in. There are at least three reasons why the
market solution is either impossible or undesirable or both, and why the
government may have to step in as a market substitute or supplement.
First, there are significant externalities both on the production and the
consumption side of the market for education. So for some types of
education the market may not emerge for some time, or if it does, it may fail
to function efficiently without external (governmental) assistance.
Secondly, education, especially basic education, has been recognized as a
human right to which all citizens are entitled, though the time horizon over
which the objective is to be attemped may vary. Thirdly, and this is not
completely unrelated to the first and is complementary to the sceond, basic
education has merit-goods! characteristics, requiring governmental
intervention in its provision.

The government, has a role to play in the supply of education (and
sometimes on the demand side too) which requires that it needs a
coherent educational policy objectives defined in general, but not highly
philosophical, terms and a set of strategies and instruments for their
achievement.

ACHIEVEMENT IN PRIMARY EDUCATION

Whether viewed as a basic human right or a prerequisite of
development, primary education should receive high priority. In terms of
promise it did—universal primary education has been a declared goal of
development plans for a long time. But with 40 per cent of the children in
the age group of 5-9 years in 1985 out of school, the goal of universal
primary education appears to be a distant ideal (Table 1). What is alil the
more disappointing is that the slow growth of enrolment rate has been
accompanied or achieved by a marked fall in the quality of instruction and

1. Goods provided by the state on the paternalistic ground that individuals ought to consume
them, but would not act in their own self-interest and purchase them without substantial
subsidy

28



Dey : Educational Planning

learning, and that the non-schooling gap2 is perhaps widening. No doubt
population growth must have been an obstacle to the achievement of the
goal of universal primary education. However, from Table 1 we see that only
31 lakh children in the 5-9 year age group were added between 1974 and
1985, which implies that increase in the number of school and children
cannot be entirely blamed for the slow growth of enrolment rate and fall in
the quality of education.

From reports of a survey conducted by the Institute of Education and
Research, University of Dhaka published in 1987 we know that out of those
who enrol in primary schools, 31 per cent drop out by Grade 2 and 70 per
cent by Grade 5.

In respect of adult literacy too, the situation is quite unsafistactory.
According to the 1981 Census, nearly 70 per cent of the adult population
never attended schools, while another 17 per cent received only primary
level education.

It is important to look for some of the reasons for this persistent failure to
attain higher rates of enrolment and retention of those who were enrolled in
primary schools.

Table 1: Enrolment Rate at the Primary Level

Population No. of Enrolment Rate
Year (00Q's) students (%)
5-9 yrs. 5-11yrs (000's) 5-Qyrs 5-11yrs

1951 6,241 — 2,323 a7 -
1961 9,529 11,410 3,331 35 28
1974 13,118 17,263 7,848 &0 45
1981 14,158 18,230 8,260 58 43
1985 - - — - - 62

Source: Bangladesh Education in Statistics, Sept. 1985, BBS, Statistical Year Book of
Bangladesh, 1989.

GOVERNMENT AS SUPPLIER AND PROMOTER OF PRIMARY
EDUCATION

The decision to have education at the elementary level is taken on
behalf of the children by their parents. The same is true for secondary and
higher education too, because a student in Bangladesh can hardly seli-
finance his education. But at a later stage, a student can at least
communicate his preferences and have then respected much more
effectively than does a child of five years or so.

2 This is defined as the number of children between ages 6 and 11 not enrolled in schools.
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The fact that the desire for child's education springs almost solely from
its parents a large majority of whom are poor, illiterate and ill-nourished is of
some significance for the spread of primary education. It underscores the
need for coordinating nutrition and public health policies with educational
programmes, because they are all complementary. But more important for
us here is the fact that the government needs to make efforts to stimulate
demand for primary education and that these efforts have to be directed at
parents of the children.

The society might feel that a child should receive a certain minimum of
basic education, but the child's parents may not feel the same way,
because the same set of considerations may not apply to the society and
the parents. This is a problem that education considered as a ‘'merit good'
shares with such other goods (e. g., safe drinking water, public health). The
significance of this potential divergence of perceptions lies in the fact that.
society's responsibility does not end with creating educational facilities, it
has to create demand for it. This role of the society is somewhat similar3 to
that a big manufacturing firm plays when it introduces a new product. The
firm conducts market surveys and arranges massive advertising campaign
to sell its product.

If the demand for education by parents/guardians of the children is
conceptually taken as a schedule describing different amounts demanded
at different prices, one can immediately think of certain factors which define
the 'position’ of that schedule. Demand stimulation policies would then
consist of shifting the entire schedule forward. The position of the
schedule is determined by two sets of variables known as out-of-school
variables and school variables. The out-of-school variables include levels of
education of parents, their nutritional status of socio-economic
background, standards of health care, and more notably, the pre-school
education of tiie chi'dren, while among the school-variables are the quality
of teaching, the level of instruction and so on.

For the rapid spread of primary education the consumption and/or
production of education may have to be heavily subsidized. For a given
demand schedule, demand can in principle fall short of the target rate of
enrolment even at a zero price, involving a large amount of subsidy.
Therefore, the building of capacity through subsidy and the stimulation of
demand need to be carefully planned, coordinated and executed. If
capacity is built up ahead of demand stimulating measures, some resources
will be wasted. On the other hand, if demand stimulation is not matched by
provision of facilities, resources spent for demand stimulation will be
wasted.

3. The firm can carry forward as inventory and unsold stock and possibly cut back production in
the next period. This is not relevant for the kind of intangible the society is dealing with.
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CAREFUL RESEARCH NEEDED

All this requires careful quantitative and analytical research which is
sorely lacking in this country. Research on economics of education is in a
very rudimentary stage here. It does not enjoy the prestige that researches
in other areas do, nor can it attract research funds. To my knowledge,
economics of education has not found a place in the curriculum of any
Economics Department of our universities. The types of statistics thrown
up by population censuses, occasional labour force surveys and routine
data collection efforts with the respect to the number of students, teachers,
schools, rates of literacy, participation rate and so on are mainly of
descriptive value. New kind of additional data need to be collected and
analyzed in order to clarify issues, defining objectives and evaluate
performance.

POST-PRIMARY EDUCATION

In the post-primary stage the role of government changes significantly,
both as the direct supplier of education service and as the promoter of
demand. Students coming out of primary schools are potential entrants into
secondary schools, and from then on the consumption component of
education tends to become increasingly important. The government no
longer has to play as dominant a role in the stimulation of demand as in the
primary stage. But on the supply side it still plays an important role on equity
grounds.

The argument is that if full-cost fees are charged, many potential
entrants from low income families and backward areas will be denied access
to post-primary education. In this country, the authority tries to accomplish
this in primarily two ways: by keeping the tuition fees low for all students
(which requires across the-board production subsidy) and by giving
scholarships and stipends to students (which involves selective
consumption subsidy). Ihe first mode of intervention is much more
important (though in conventional sense less efficient) than the second
both with respect to coverage and costs involved.

In government-run secondary schools, colleges and universities (no
private university in our country) tuition fees are much less than would full-
cost principle imply. In non-government institutions, a significant part of the
salary of teachers and employees is now paid out of the exchequer. The
government also shares in capital expenditures through grants-in-aid.

From Tables 2 and 3, we see that during the five year period between
1982 and 1987 enrolment in all types of institutions increased? , which is

4. Something appears to be wrong with reported daia for university enrolment. It is unlikely
that it has declined

31



Bangladesh Journal of Political Economy

quite natural in view of the increase in the number of younger people in the
population. But the enrolment in colleges and Madrashas rose quite
dramatically over the period (68% and 88% respectively). Since the data on
the number of students are compiled by the Bangladesh Bureau of
Statistics from reports submitted by head of each institution, the numbers
may be inflated for one reason or the other. Even allowing for this, one
would like to believe that enrolment in secondary schools, colleges and
Madrashas has increased singnificantly during the period. This observation
is also consistent with findings for other developing countries.

Table 2: Growth. of Student Population in by Types of Educational
Institutions. d

Types of Institution No. of Students Percentage

(000's) Increase
1982 1987

Primary 86558.8 11263.0 30

Secondary 2458.0 2,962.0 21

College’ 398.1 668.0 68

Madrasha? 388.1 731.0 88

University3 33.335 23.337 -30

Notes:  1:Intermediate and Degree (Pass) Course Colleges.

2. All types of Madrashas : Dakhil, Alim, Fazil, Kamil

3. General Universities only (Dhaka, Jahangirnagar, Chittagong, Rajshahi)
Source: Various Year Books, BBS.

Table 3: Flow of Students between Types of Educational Institutions
1982-87

Flow Percentage of
Students

From To 1982 1987

Primary Secondary 28.0 26.0

Secondary College 16.0 23.0

College University 8.6 3.5

Notes: Asin Table 2.
Source: Year Books, BBS.
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CREDENTIALISM® AND QUALIFICATION SYNDROME

Rapid expansion of secondary and higher education is a feature that
Bangladesh shares with many other developing countries. This contrasts
sharply with the sluggish growth of demand for primary education in rural
areas. As a cohort moves up the educational ladder, many students drop
out for various reasons (as Table 3 shows), but others who continue do so
in the expectation that higher education would raise the probability of their
finding high-paying jobs in the public or the private sector than otherwise.
And this is despite the knowledge that there would not be enough such
jobs for all. In these circumstances, lower level education becomes largely a
matter of preparation for the next higher level rather than terminal education
for skill acquisition. Demand for higher education steadily grows, and since
the unit cost of higher education goes up with the level, the fiscal burden of
subsidy also grows. In fact, subsidy re-inforces the need for further
subsidy. Rapid rural-urban migration takes place, and unemployment of the
education grows. Labour market adjustment takes place very slowly, mainly
in the private sector, as job expectation is revised and wage differentials
shrink; but public scetor salaries are scarcely affected by developments in
the labour market.

An additional complicating factor is that surplus education (in the sense
of number of years of schooling), though remotely related to job or
earnings prospects, may be valued for itself i. e., as a consumption good.
Ironically substantial quality deterioration has failed to detract from the
consumption value of higher education (e. g., as a symbol of social status in
a country where 70% of the adults are illiterate). Though in terms of an
individual's capacity to appreciate and cultivate finer values deteriorates
with deterioration in the quality of education, a somewhat perverse kind of
consumption value tends to compensate for that.

should this situation of excess demand for places in institutions of
higher education and excess supply of the educated (more appropriately,
degree-holders) be allowed to continue or worsen? Of the many issues,
this question gives rise to, we shall discuss two which seem to be
particularly relevant.

The first relates to the question of redirecting in part or whole resources
to be spent on higher education in the form of direct and indirect subsidy to
primary education, particularly in poor and backward religions. Resource
cost figures for Bangladesh comparable with those presented in Table 4
are not available. It is, however, plausible that on the average, resources

5. GCredentialism is a situation in which employers select over-qualified applicants not because
they are thought to be more productive, but because it is a more convenient device for
rationing the vacancies.

33



Bangladesh Journal of Political Economy

necessary to provide higher education to a student will be able to provide
primary education to four or five children. To justify any transfer of
resources not only costs but benefits too must be taken into account. Data
compiled by UNESCO and analyzes carried out by the World Bank and
other scholars have consistently shown (see Table 5, for illustration) that
social benefit/cost ratios are much higher for primary than for secondary and
higher education. For this and other reasons, it is often argued that primary
education should be expanded in relation to second any and higher
education [2]. However, two things must be noted with regard to this
recommendation. There is no guarantee that the rate of.return calculations
based on past data would be appropriate indicators of social profitability in
the future. Besides, these estimates can tell us very little about the growth
maximizing allocation of resources in education.

Table 4: Resource Input per Student Year at Various Levels of Schooling:
Ratios of Direct Social Costs of Secondary and Higher Education to those
of Primary Education.

Country Secondary Higher
Puerto Rico 1.5 116
Mexico 50 8.0
Venezuela 30 12.5
Colombia 2.7 179
Chile 15 8.0
Brazil 29 18.0
Israel T 16.8
India . 5.1 17.6
Malaysia 1.9 13.0
S.Korea 24 5.5
Nigeria 7.2 100.0
Ghana 6.2 118.7
Kenya 11.8 160.4
Uganda 145 117.6
Urweighted

Average | 49 44.4

Surce: Bowles, 1978

Table 5 : Relative Underinvestment in Primary Schooling : Average Social
Profitability of Various Levels of Schooling in Poor and Middle Income
Countries.

Levels of Schooling Internal Rate Social Benefit/
of Return Cost Ratio?
: (per cent)
Primary 26 9.50
Secondary 17 2.837
Higher 13 2.00

Notes: 1. Countries in the sample are those in Table 4 plus Singapore, the Philippines and

Thailand.

2. Calculated with 10% discount rate.

Source : Bowles (1978)
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It appears that no switching of expenditures from secondary to primary
education is desirable at this juncture in view of the sharp fall in the general
standard of primary education. Secondary education partly compensates
for the deficiency in primary education. Granting across-the-board
production subsidy to reach consumption targets is, by conventional
economic analysis, inefficient. In this sense, reduction of subsidy for
college, senior Madrasha and University education may will be justified. The
argument is that since the per unit cost of higher education is many times
higher than that of primary education, the potential beneficiary of higher
education should be made to bear a larger proportion of the cost than
hitherto. Logical extension of this line of argument is complete private
provision of higher education. The question of private higher education vs.
free primary education has more dimensions than can be adequately
treated here. If the choice has to be so stark, my value judgements will give
higher marks to the need for the spread of primary education and removal
of illiteracy than to the need for some forms of useless higher education,
meaning a few more years of schooling. But the choice need not be
between primary and higher education, and could will be between primary
education (for that matter, education in general) and other activities
competing for resources. It will be costly to forget that education is a
generic input into all productive activities. Our planners too apparently has
no well defined guidelines of this question too. This is perhaps why we find
that each plan offers something for all, perhaps by a rule of thumb.

Secondly, should our future plans put more emphasis on the
improvement of quality of higher education, consolidating reorganizing the
existing facilities, and thus resist the pressure for quantitative expansion?

On either issue, we do not seem to have a clear-cut guiding principle.
The first Five Year Plan of Bangladesh (1973-78) speaks of making higher
education selective, but at the same time makes provision for quantitative
expansion. The Second Plan (1985-90) too emphasizes selectivity in
higher education, and again it is not clear what it really means or what it
intends to achieve.

Presumably selectivity is suggested for improving the quality of
education. But with the existing capacity in place, and non-price rationing
being important features of higher education, some sort of selectivity in
education is already being practised.

The problem of raising the quality of education is much more complex
than could be tackled by simple means of restricting admission, tougher
entry requirements, or examination standards. On the supply side, other
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complementary steps, including improvement in the quality of teaching,
enforcement of academic disciplines for teachers and pupils, improved
availability and accessibility of instructional materials must be simultaneously
taken. With due allocation of funds and sincere efforts, the supply side
problems can perhaps be solved more easily than those of the demand
side. The most intractable problem on the demand side is the question of
motivation of students to cooperated with quality-improving supply-side
measures. In any scheme of improving the quality, the planners cannot be
indifferent to development in the labour markets where credentialism is
rampant because of excess supply, and corruption pervasive, especially in
public sector recruitment, partly because of the failure of merit
consideration to hold. Both are again reflections, the first more than the
second, of a large gap between what is required for the job and what the
applicant has learnt from formal schooling.

If measures are proposed without careful consideration of these issues,
the result is likely to be perverse, that of reinforcing the already existing
dual and elitist structure of education of which the Third Five Plan is so
critical. In the words of Samuel Bowles, the dual structure is characterized
by a "brief and second rate education for many and a relatively costly
education for just enough to promote productivity and prevent significant
labour scarcity in the capitalist mode” [5; 790]. He goes on to add that in this
dual structure, "a relativaly small group of future technical and managerial
personel develop the capacity to calculate, decide and rule, while a much
larger group 'learns’ to follow instructions accurately. This stratification of
future labour force is partly accomplished by making different amounts and
types of schooling available to different children” [5].

PROBLEM OF SINCERITY, COMMITMENT AND COMPETENCE

Reviews of Development planstry to explain the failure to reach planned
targets in terms of inadequate response from educational institutions and
deficient administrative capability. Even if one does not question the
wisdom of sectoral priority given to education, especially primary education,
one cannot but be struck by repeated failures to reach planned targets so
common to all plans. Several plans including the Third Five Year Plan speak
of resource constraints, shortage of teachers, administrative weaknesses,
lack of proper attitudes to account for the failure to reach planned targets of
primary school enrolment. And what is offered for the future is a promise of
better performance, but the proposed ways of doing it hardly convince
anyone. Later plan performance reinforces the pessimism, and the next
plan routinely promises to do better.

In principle, there are several possible ways in which the failure can be
explained. First, in spite of the best efforts and no lack of sincerity of
purpose, the planned targets cannot be reached. This would imply that the
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planners could have set a much lower target, and perhaps can achieve
them with the resources (broadly defined) committed and mobilized. Why is
this not done? Perhaps because at the stage of formulation, the targets
seem quite feasible, but later can not be achieved because of unforeseen
circumstances (e.g., problems at the implementation level) which are
beyond the control of the planners. Secondly, the targets were perhaps
set for propaganda reasons : to please the public, silence the critics and
opponents, levy regressive taxes in the pretext of attaining important
development goals.

If the last explanation were true, enough resources would not be made
available to match the magnitude and complexity of the task, necessary
institutional reforms will not be made, administrative and logistics
capabilities will not be improved. The outcome of this policy would be similar
to that of a policy where lower targets are achieved with lower allocation and
mobilization of resources, except for the perfidy and hypocrisy involved in
the former. So if one accuses the authority (not necessarily the planners) of
insincerity and incompetence, the onus of proofing that it is otherwise
squarely rests on it.

How can successive regimes and plans go on feeding people with
promises. Pursuing this line of thought at a very general level one is
inevitable led to think of the nature of the state and of the government,
because the planner is a part of the political machinery which largely
determines his choice of objective functions as well as constrains [9].
Where the government is not accountable to the citizens, the public
servants to people or the government, the interest of the individually
powerless multitude can be ignored with impunity, and resources and
efforts diverted to satisfy even the most trivial whims of those who hold
keys to power. It is much easier (and safer) to do good to a few and build
monuments of success rather than to do goed to many who are too many
for the good done to them to be yisible enough.

CONCLUSION

Education is far too important a sector to be passed off lightly and
perfunctorily as appears to have been the case under the various regimes
in Bangladesh. No one would dispute the constraints on choices imposed
by a general lack of resources to be devoted to education and other social
sectors like health and nutrition. The government allocates about 8%
(including allocation for development) of public expenditures to education
which accounts for about 1.5% of the GDP. Both the percentages are lower
than the respective averages computed for a number of developing
countries. For instance, in 1974 the education sector of these countries
receive on the average 3.9% of the GNP and 15.1% of the national budget.
Even without quarelling about sectoral allocation, one can genuinely raise
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the question of efficiency with which the reseurces have been used within
the sub-sectors of education

We have long been hearing that the planning exercise is good, but
implementation capacity is deficient. With respect to the private sector this
is more understandable where the agents may fail to respond adequately to
the structure of incentives and constraints. But the standard of efficiency of
the sectoral ministry/ministries responsible for individual projects leaves
much to be desired.

An even handed policy towards education with strong emphasis on the
removal of illiteracy and universal primary education can only come out of a
determined pro-people government which this cou ntry can hardly be proud
of having. In its absence, the neglect and drift will continue and the guided
market mechanism will impersonally, distribute the benefits of available
educational facilities to those who can play the game according to its rules.
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UNIVERSAL PRIMARY EDUCATION IN
BANGLADESH : A NOTE ON OUR ACHIEVEMENT
SO FAR

NITAI C. NAG

INTRODUCTION

Centuries ago education would only quench man's spiritual or moral
thirst. That role of education continued to be the norm througout the entire
range of human civilisation up to the end of the medieval era. Greek
philosophers like Socretes (469-369 B.C) and Aristotle (384-322 B.C)
devoted to teach that reason should guide man, but their prophesy had
remained almost unheeded until the sixteenth century when the
Renaissance was spreading in Europe. Renaissance taught man to take as
much interest to know more about the earth and about man's place in it as
he had been accustomed to take through centuries to satisfy his curiosity
about the heavens. Until today one can find in India gurus imparting spiritual
knowledge to followers who in turn accept such knowledge as ways of life.

Because mankind swelled in size unprecedentedly fast in this century,
especially, since the end of the second world war, world's resources
necessary for its sustenance has been remarkably strained. Man
everywhere now has become accustomed to exhaust his whole might in
procuring additional material wellbeing. So education is mostly regarded as
a producer good. A stugent can be naturally found to choose that discipline
which helps him most earn a living. Moreover, public policy now favours that
education which is connected with higher material productivity. So, both
demand and supply side in our time are after promoting productive
education. What is education's score with regard to its present job?

EDUCATION AND PRODUCTIVITY

There is vast literature on the subject for whose detailed review the
present paper is not an appropriate place. Huq (1975) shows the effect of
education on productivity to be positive using micro level USSR data [8].
Bowles on the other hand found for Greece that increasing educational
level of labour force did not contribute significantly to the rate of output
growth [2]. Shing concludes that elasticity of output with respect to
education is very high in the case of developed countries [S]. Denison
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suggested that education should be incorporated in the production
function as a separate factor [4]. Harbison and Meyers [5] built index of
education for cross country analysis for the kind of production function
suggested by Denison [4]. Elsewhere, Denison's investigation revealed
that between 1929 and 1957 investment in education in the United States
contributed 23 per cent of the growth of the total real income and 42 per
cent of the growth of real national income per person employed [3].

Of late, However, general education has been looked at skeptically even
the developed countries. In the face of ultra-modern technology where
computers dominate decisions even over those of day to day business
graduates with higher general education are finding themselves
increasingly helpless to cope.

The necessity of universal primary education however has not been
questioned anywhere. Apart from being the foundation of higher
education, primary education has also been found to add to national
income [10].

WHAT HAVE WE DONE ABOUT OUR PRIMARY EDUCATION?

Analytical convenience induced the present author to break the post
1947 period into three subperiods namely the Pakistan period, the period
between 1972 and 1975, and the period after 1975.

PAKISTAN PERIOD (1947-1971)

Between 1947 and 1961 the number of primary schools decreased from
29, 633 to 26,665. The percentage of illiteracey increased from 79 per cent
to 83 per cent. There was an education commission in 1959 which
proposed to impart primary education to each and every child of the-age
group of -9 in 15 years. Accurdirgly new schcols began 1o be set up . But
in 1971 the number of primary schools became 30,446 just 813 more than
the 1951 number. But since population exploded to become 75 million in
1971.against 45 million of 1947 the estimated school age children
numbered 12 million as against 7 million of 1947. In 13 years only four per
cent of the 1959 promise was satisfied. 813 additional schools could
accept just over two lakh of the estimated additional 50 lakh children. The
reader may note the promise because we might encounter comparable
promise soon. ;

THE PERIOD BETWEEN 1972-75
Table I shows actual data on the numbers of primary schools, teachers,
and students for the years between 1972 and 1987. Average growth rates
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have been used to estimate the figures beyond 1987.

Year Nos. of Pr. School | Nos. of Students | Nos. of Teachers
in thousands

1972 na 6417 136508
1973 30,446 na na
1974 36,633 7848 150267
1975 39,914 8350 164617
1976 40,313 8289 172448
1977 41,129 8418 174384
1978 41,787 7557 171024
1979 42,443 7733 172781
1980 42,588 8027 174161
1981 42,447 8260 174447
1982 42,683 8656 175877
1983 43,219 8955 178589
1984 43,465 9643 183173
1985 43,588 10082 183638
1986 43,712 10776 184668
1987 43,992 11263 188369
1988 na 11860(e) 191269(e)
1989 na 12488(e) 194209(e)
1990 na 13150(g) 197200(e)

Source: Bangladesh Bureau of Statistics
Figures with (e) are estimated using 5 years’ average growth rate.

The first five years plan covered the period between 1973 and 1978. Of
the five years the initial three years show remarkable progress in terms of
enrolment, number of schools, number of teachers etc. Number of schools
increased from 30446 in 1973 to 39914, which is an increase of 9464
which amounts to 31% over the baseline. In the next 12 years number of
schools increased, in contrast, by 4078, which is just 10 per cent of the
base year number. In those three years enrolees increased by 30% to
become 8350,000 which represented on increase in absolute number of
193,300. In contrast in the past it took 23 years to make room for about the
same number, and again, in the latter 12 years up 10 1987 there took place
an additional enrolment of 291,131. In the front of teachers the number
increased from 136, 508 in 1973 to 164,617 in 1975 which is an increase
of 28,109 in absolute number and in percentage terms 20% . In contrast,
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between 1975 and 1987 number of teachers inreased only by 19958 or an
equivalent of just 12% over baseline. It'should be mentioned here that it
was during the early part of the first five-year plan period that primary
education was nationalised.

The expansionary trend of enrolment rose to its peak by 1975.
Thereafter there began setbacks. In 1978, the final year of the plan, for
example both number of teachers and students decreased in absolute
terms.

Then came the two-year plan which covered 1979 and 1980. The two
years plan. This plan took up funny measures. It used the rhetoric of
universal primary education by the soonest possible time .But in practice it
did the opposite. It allocated 13 per cent of the total proposed outlay on
education against the first plan's 18 per cent. On the other hand it raised
the share of sports and culture to 13 per cent against the first plan's 4.6 per
cent.

The second five year plan wanted play a miracle. It promised to make
everybody happy within an incredibly short period of five years by realising
universal primary education. It targeted for an enrolment level of 129.9 lakh
children against an actual enrolment of 70 lakh in 1980. In percentage
lerms the proposed increase represented 85%. Actually at the end of the
second plan enrolment increased by just over 6 lakh. What is the success
rate? Answer: Seven per cent. The reader would probably not be
disappointed, rather consoled (i), for, he has still in memory 1959's
education commission's success rate of four per cent. What particularly
went worng here? Answer: what not. The plan earmarked Tk. 707 crores for
universal primary education but actually had the heart to spend Tk. 211
crores i. e., 59 per cent less than what was promised. Moreover in the
planning authority's consideration primary education was inadequately
supervisea. Un that ground it created a number of administrators in the
thana level thus sqeezing even what could actually be spent for the
relevant wares.

The Third five year plan apparently wanted to take lessons from the past
and accordingly pushed forward the possible achievement of universal
primary education to the year 2000. The third plan's tenure will go soon. We
do not have published data to evaluate”its achievement. It set target for
bringing into school 70 per cent of the school age children by 1990. Alas,
the figure is even lower than the actual rate of 76 per cent recorded by
Bangladesh Bureau of Statistics.

" What explains our actual achievement. We tried here only in terms of
supply side indicators which are shown in the next page to explain the
achievement. We assume every one per cent increase in the number of
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school to have a weight of one and also every one per cent increase in the
number of teachers to have a weight of one. Column 3 shows the sum of
the supply of education facilities. Cloumn 4 makes two cumulative sums of
the supply index, one ending in 1975 and another beginning in 1976 and
ending in 1987. The table shows that while the cumulative supply index
rose to 48.5 in 1975, it achieve less than one half of that value in the
following 12 years. Thus supply of educational facilities can explain quite
well the results actually obtained.

Year % Increase % Increase Total Cumulative
in school in teacher increase
1974 20 10 30
1975 9 9.5 18.5 48.5
1976 1 4.7 8.7 Bl
1977 2 3 1) 3.1 8.8
1978 1.6 -1.9 —-0.3 8.5
1979 1.6 1.0 2.6 11.1
1980 0.34 0.8 g U | 12.2
1981 0.33 0.02 0.35 12.55
1982 0.56 0.08 0.44 13.19
1983 0.83 b 1 2.33 1552
1984 1.9 2.3 3.20 18.72
1985 0.28 0.25 0.53 19.25
1986 0.28 0.57 0.85 20.10
1987 0.64 2.0 2.64 22.74

Source: Complied from Bangladesh Statistical Yearbooks.

Now, can the fourth and fiith five year plans bring about for us that we
really will be able to enter the next century with all of us literate. Yes, if those
will have the heart. According to esiimates using projected population for
the decade of 1990s by the year 2000 we will need an additional 66067
teachers to teach the additional school age children then.

This represents an increase over the baseline figure for 1990, which is
197200 (estimated), of 34%. Thus the annual average increase will have to
be 2.8%. But if we apply pre-liberation or post 1976 spirit we cannot
because, the actual average percentage increase for the period after 1976
inonly 1.1%.

Danger Ahead? The author is not sure if this nation really had "good old
days". At least educational feat does not tell that. Now that things have
changed for the worse for the whole set of least developed countries over
the world, that Bangladesh every now and then develops crises over its
external account and to meet those has 10 undergo drastic austerity
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measures on expenditure can the present generation really shoulder the
job effectively. We must not forget that it is disgraceful to be certified
incompetent by the younger generations. Also it is equally disgraceful to
bear a stand of ninety first or so in the list of literacy rate of nations in the
world. At some point, being not content with the realised reduction of the
absolute number of both teachers and students at our primary schools we
wanted to go as far as to denationalise the primary schools sometime in
1979 (?). While the big poor nation was playing just a spectator's role, it was
only the organised movement of the primary teachers themselves, ironically
to theirown interest, that finally halted that move. Let all of us in the seminar
hope that we as a people will always have both head and heart to accord
highest consideration only to that problem which has highest national

priority.
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HEALTH CARE PLANNING IN BANGLAESH

M. SEKANDAR KHAN

Access to medical service is considered a right and cannot be left to
market. The economic criterion for evaluating Health and Medical care
system should, therefore, be the criterion of efficiency of production rather
than that of satisfying consumer preferences. Here the approach is a needs
approach where the value placed on services and the resources needed 1o
satisfy those needs are centrally determined [1;10-14]. As essential
services Health and sanitation came to be included in the list of Basic
needs in as early as 1976. Defining health needs in terms of doctors,
hospital beds, nurses etc. is not considered adequate any longer although
these are still some of the standard indicators [2;78]. Nutrition, sanitation,
health education and environment are recognised as factors having
intricate relationship with physical health of people. All these factors have
their influence on health status of a nation as they contribute to control of
diseases through prevention of their occurrence.

HEALTH IN FIVE-YEAR PLANS OF BANGLADESH

The Third Five Year Plan states that since independence the
government has been consistently pursuing a policy for providing
essential/minimum health care to all, particularly to the undeserved. In
persuance of such a policy successive health plans in Bangladesh have
emphasised Primary Health Care (PHC) as the key approach to the
improvement of health status of the people. Performance since
independence in this sector deserves analysis for an understanding of the
situation over the years to this date. This may be attempted by examining
allocations of financial resources, improvement attained in physical terms
and the strategy adopted during this period.

Table 1: Financial Allocation in Different Plans

First Plan Second Plan Third Plan
Tk.220(4.7) Tk. 413(2.6) Tk.550(2.2)
Source: First Second and Third Five Year Plan.
Note Figures in parenthesis shows percentage of total outlay.

The allocations quoted above show a declining trend throughout. It may be .
mentioned that the decline has occurred both in relative and in absolute
terms. Such a decline has occurred despite the emphasis attached to this
sector in successive plans. It has to be pointed out that this has not been
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warranted by a reduced requirement for the provisions of health care
facilities. Over years these ficilities have increased but only at a much slower
rate than envisaged in the plans. The following table will illustate the
performance in one of the major fields.

Table 2 : Beds in Hospitals: Targets and Achievements

Sl. No. | Types of hospital First Plan Second Plan
Target Achievement | Target Achievement

1 UHC 11.036 2,400
2. Sub-Divisional 5,265 3.053

Hospitals

District Hospitals
3. Teaching Hospitals 5,000 5,015
4. Specialised Hospitals 2,970 2,485
5 Total 24,271 12,833 25,382 18 662

Source: Second and Third Five Year Plans

Itis clear that the First Plan target could not be achieved even by the end
of the Second Plan. By 1985 although the cumulative number of medical
graduates rose to 16,000 as against the target of 17,000 that of trained
nurses rose only to 6,500 as against the target of 9,465. The achievements
fell short of the target in UHC by 52% and the UHWFC by about 79%.

Thus, achievement of targets set in the Second Five-Year Plan
remained a remote possibility. By comparing targets set and the
performance achieved M.R Khan shows that in respect of almost all major
health indicators the Second Plan failed miserably [3:161-1 63]. The health
status of the population failed to show desired improvement by any
standard. Health care delivery system gxcept in casa of establishment of
Upazila Health Compiex did not practically make much headway. Similar is
the case with supportive services. Health manpower development did not
proceed at the expected rate except in respect of Health Assistants where
the target was more than achieved.

HEALTH PLAN STRATEGIES

If one takes into account the strategy adopted in the Health sector it
becomes evident that the plan documents proposed to give adequate
_.emphasis to preventive aspect of health care facilities. The First plan
pointed out that curative based health care is not suitable for Bangladesh
- where the major health problem is nutritional and communicable diseases
 [4:505]. The emphasis in delivery system of health care was proposed to
be shifted from individual to community with family as the basic unit. This
would require an understanding of the total ecology and development
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process as affecting education, agriculture and economic progress. The
strategy would include development and utilization of vital statistics,
epidemiological service and public Health Laboratory for planning
meaningful public health action. A comprehensive and integrated heaith
care was to be delivered to the people at village level. In conformity with this
for manpower development the plan strategy advocated for a new pattern
of education for medical and auxiliary personnel with orientation towards
community medicine and comprehensive health care. To meet shortage of
doctors para-medical personnel and health auxiliary were to be raised for
both preventive and curative work. The new cadre of medical assistants
would be utilized to screen out patients requiring doctor's attention.

The successive plan documents reiterated the above strategies and
also added new points to the same. Thus the Second Plan adds
participation of people and local authorities in the management of Health
Care institutions [5:VI11-80]. It proposed to extend Health services to Thana
and even lower levels so as to reach the rural families more readily with
health care facilities including nutrition curative and preventive services.
The health infrastructure to be developed would give adequate imporiance
to referral laboratory and epidemiological services. It made explicit
recommendation for development of and elaborate health manpower from
the top down to rural level working personnels with spcitic responsibilities at
their respective levels. Regarding arrangement for supplies it proposed
that availability of essential drugs, vaccine, serum and ORS was to be
ensu-ed by decentralisation of stores. Methods of Homeopathic Ayurvedic
practices were to be developed. Reformulation of health services for better
delivery of health care was recommended. The Third Five-Year plan made
more specific recommendations regarding the strategies for achievement
of its objectives.

By this time Bangladesh has accepted the global strategy of "Heaith for
all by the year 2000" as the national objective and the Third plan designed
its objectives in Health sector along this line. The strategies included
provision for Primary Health Care through a three tier system of consultation
and referral from village to intermediate (Ward) to Union levels. Programmes
for control of communicablz diseases were to be speeded up. Similar
programmes for development of health manpower, building of
infrastructure, supply of drugs were incorporated in the strategy.

A new feature added in the Third plan strategy was that of generating
resources by adopting various methods of cost sharing, health insurance
and cooperatives keeping in view the question of equity among various
socio-economic classes [6;365-66]. This plan document has also adopted
a new strategy of encouraging private bodies 10 undertake programmes in
the field of training.
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A CRITIQUE

As summarised above the strategies of the different plans read alike.
The objectives of these plans have increasingly reflected the intention of
raising health care facilities and improving the health status. The present
status of health care in Bangladesh however contrasts with the avowed
objectives of the plans. As a resulf communicable diseases like diarrhoea,
tetanus etc, still remain the chief killer disease [7:23]. Twenty five per cent
of the population die without receiving any medical care. Only twenty one
per cent receive care provided by the government. Only three per cent
receive advantage of sewerage system and twenty five per cent receive
safe drinking water.

The shortfall in achieving the target was painfully large in case of
provisions important for covering the section of population most
underprivileged. Allocation for building physical facilities seemed quite high
in all the plans. It was however not realised that creation of such facilities
does not automatically lead to ensuring delivery of health care as envisaged
under PHC [3:158]. Although as a strategy preventive-biased health
programmes were to receive emphasized in actual practice whatever
inprovement occurred remained mostly confined to curative services. UHC
buildings were ready but facilities to make them operative were lacking. The
provisions for manpower development did not turn out intermediate level
health workers in adequate number. Graduate doctors were reluctant to go
to UHC or UHFWGs.

Thus, the state of affairs that prevails in the health sector has given
cause for worry. By 1987 construction of only about two-thirds completed
of the 397 UHCs could be completed. Number of trained nurses to total
requirement of nurse also reached about the same proportion. Availability
of Medical Assistants were far below the expected number. On other
factors ‘like public health service programme where only qualitative
assessment is possible the picture remains a dismal one. In the year
1986/87 only about 60% of the financial targtet could be achieved.

A committee for Health Care Development System was formed in 1987
with a view to breaking the existing inertia and solving the problems in
conformity with this government's commitment to the global strategy of
"Health For All by the Year 2000". The Committee gave its report about a
year back. It has made recommendations for bringing down infant mortality
from 125 per thousand in 1985 to 45 per thousand in 2000, mortality at the
time of delivery from 6 to 1 death rate from 1.5% to 0.8%, birth rate from
3.9% to 2.4%. It has also recommended to increase availability of PHC
facilities to 65% from the present 30% of the population, to bring 90% of
the population under immunisation programme and 90% of mothers under
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ante-natal care before deliveries. These targets, it may be pointed out, are
very high considering our situation although some neighbouring countries
have almost reached such targets already [7;29-32].

UHC authorities have been granted a wide range of power and
responsibilities. These are described in twelve different sections and range
from administrative, financial issues to issues of training the technicians,
programmes to educate people about health hazards, encouragement to
the people to adopt measures for better health and to involve them in the
programmes to giving incentive to MOs and others to create enthusiasm in
them to work in under developed areas. The report included suggestions
for restructuring and decentralisation and a national reference system. This
system interlinked UHFWC, UHC, district and regional hospitals and
Graduate and Post-graduate teaching and specialised hospitals.

This latest report, like the plan documents, identifies the areas for action
and sets targets outlining strategies to achieve the same. It will be hard to
find any lack of conformity in the goals and strategies. But yet one is not
certain that their wishes will come true. There is no reason why, like
achievements till this date, achievements over the future years will not fall
for short of the targets. To highlight the root causes for such an
apprehension it is important to analyse the problems in the health sector.

Health care facilities have so far remained confined to urban centres. For
a wider distribution of health facilities the plans envisaged to establish
UHCs and UHFCs. It is important to note that to reach people in the villages
the establishment of UHCs and UHFWCs is highly desirable. The mere
completion of buildings, however, is not sufficient to ensure delivery of
medical care to the people. All the UHCs are supposed to provide 31 beds
each. But the provision of doctors and nurses like necessary equipments
and medicine supplies remain inadequate to make the other facilities
meaningful. Mus and specialists do not feel attractea to stay in rural areas.
Equipment supplies are meagre. No wonder reports of use of such
buildings for other purposes appear in the news media from time to time.

The provision of PHC requires active involvement of the people. This
can be achieved only by educating the population in health care, general
hygiene, nutrition and making them conscious about the necessity of
immunisation and general sanitation. It is difficult o raise the consciousness
of the people which is a prerequisite for the success of the preventive
health care. The provision for achieving such a goal requires more than
what the plans wished to provide through making the UHCs and UHFWCs
responsible. :

The manpower development programme is still biased towards
development of highly qualified doctars. Training of assistants and mid

63



Eangladesh Journal of Political Economy,

level health workers should have received greater emphasis. The
curriculum for preventive and community medicine may equip the MOs in
these fields. But to reap the fruits 'of such training measures for getting
doctors to accept positions in rural areas are needed. In this regard the
plans do not specifically recommend any incentive programme. What as a
result has actually occurred is that MOs do not stay in the areas in many
cases and where they are available they only keep them busy with curative
medical care. It is not likely either that they will involve themselves in the
more hazardous community and preventive care services in the absence of
any existing organisation for making them under take such services
through community participation. Such community level organisation has
" no alternative for the success of extended immunisation programme and
control of communicable diseases.

The physical facilities created in some cases remain unused. Whereas
the district and MC hospitals overflows with patients those in the UHCs
remained vacant. In the some way machines have gone out of order from
long non-use. Thus, while in some cases there was dearth of facilities in
others facilities/resources are wasted. Proper coordination would have
saved such wastes.

CONCLUSION

In the public sector health care services are made available by the
government on the basis of estimated needs. To ask for supply of services
require awareness among the cliental, the general mass of which live in
villages. Thus, to make arrangement for a market ready to demand these
facilities is equally important. For the success of PHC programme which is
the major component of our health plans a reciprocal response from the
people who need health care most is a precondition. Whatever efforts are
made seem to remain confined only to making the facilities available. An
even greater effori was needed for creating demand for them. Thus, in
same areas at least the supplies were much larger than demand. Again,
some of the facilities could not be made use of in the absence of
complementary inputs to make existing facilities useful. One may point out
that in planning for supplying basic needs the authorities must also
estimate their demand. Otherwise resources are wasted. If utilization in one
plan is less than the need then by identifying the factors which affect the
demand measures could be taken to affect these factors in the required
amount and direction. But successive plans in Bangladesh reiterated similar
strategies without identifying the factors and quantifying the amount of
changes needed in them to bring an equality between need and supply.
As is common in case of all basic needs sectors concrete measures were
proposed for raising supply and wishes were expressed for needs to
evolve.
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HEALTH MANPOWER POLICY : A CASE
STUDY FOR UNQUALIFIED / UNTRAINED HEALTH
SERVICE PROVIDERS IN BANGLADESH

M. R. KHAN"

The purpose of this paper is to review the role and functions of
unqualified/untrained health service providers in Bangladesh and make out
a case for upgrading their skills in the context of primary health care.
Relevant policy issues for health manpower development will also be
discussed. The paper utilizes the findings of a national study on
Bangladesh health finance and expenditure which is based on a stratified
random sample of huseholds in rural and urban areas drawn from 48 villages
in 24 upazilas and five urban centres. !

Unqualified health service providers in this study include pallichikitshaks
(trained village practitioners in allopathy), medical assistants, compounders
and nationals. Untrained health service providers are village quacks, i.e.,
village practitioners in allopathy without any formal training.

Allophathy—the modern western medicine—is the official medication
system in Bangladesh. It is delivered through the government and non-
government health care facilities/health service providers including
qualified doctors who would have the basic qualification of MBBS/LMF, and
the unqualified/untrained doctors as described. Other types of treatment
currently practised in Bangladesh include Homeopathy—a system of
medicine first introduced by Samuel Hahnemann. There are also ayurvedic
and unani systems of medicine, the practitioners of which are called Kabiraj
and Hekim, respectively. Both are harbalists and based on traditional
medical system. And there are also spiritual healers called Pir, Fakir or Guru
who use incantations, write amulets or prescribe other devices for healing
spiritually. Non-government clinics are usually high cost private clinics in
urban areas. They also include in this study charitable hospitals/clinics, as
well as drug stores, which boeth prescribe and dispenses medicine to the
poor both in rural and urban areas.

" Research Director and Chief, Population Studies Division at Bangladesh Institute of

Development Studies.

1. Fer a detalled methodology of the study see BIDS, Bangladesh Health Finance and
Expenditure Study: Final Repert of a study conducted for the Director General of Health
Services, Government of Bangladesh. Dhaka, July 1988, Mimeographed, 389 Pages.
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As can be seen from Table 1, in Bangiadesh the highest proportion of
_ sicknesses (30.2%) is treated by qualified doctors, the next largest
health service provider is unqualified/untrained doctors treating 25.8%
of sickness. Government medical centres treat 12.5% of the cases,
homeopaths 8.6%, Kabiraj/Hekim 3.8% and all others together treat 6.1%
of sicknesses: while 13.1% of the sicknesses are not treated all. The
pattern of treatment between rural and urban areas is however substantially
different in certain respects. With regard to type of treatment, several points
are worth noting:

1) Allopathic types of treatment, i.e., treatments provided by qualified
doctors, unqualified/untrained doctors and government medical
centres together assume predominant form of treatment treating more
than 2/3rds of the sickness (68.5%) in all areas. A much higher
proportion is treated by allopathic system of treatment in urban areas
(77.3%) than in rural areas (66.9%). The most remarkable feature of the
allopathic systems of treatment between rural and urban areas is the
preponderance of qualified doctors in urban areas (54.5% in urban
areas as against 25.8% in rural areas) and of unqualified/untrained
doctors in rural areas (29.1% in rural areas as against only 7.6% in urban
areas). While the qualified doctors treat majority of sicknesses (54.5%)
in urban areas, they treat only a quarter of the sicknesses (25.8%) in
rural areas. In rural areas, the unqualified/untrained doctors assume the
single most form of heatln service providers treating 29.1% of the
sickness.

2) The proportion of sicknesses treated by government medical centres is
pretty low—only 12.5% in all areas, 12.0% in rural areas and 15.2% in
urban areas.

2, Next in order of importance is the homeopathic system of treatment
accounting for 8.6% of all treatments (9.0% in rural areas and 6.1% in
urban areas).

4) Treatments by spiritual healers (Pir, Fakir & Guru) are practically nil and
those by traditional system of medicine (Kabiraj/Hekim) constitute a
very small proportion (only 3.8% in all areas, 4.0% in rural areas and
2.6% in urban areas).

5) A significant proportion of the sicknesses (accounting for 13.1% in.all
areas. 14.4% in rural areas and 6.0% in urban areas) remain out of any
treatment primarily due to inability of the patients to bear the cost of
treatment.

6) The coverage and quality of treatments are much higher in urban areas
than in rural areas.
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From Table 2 it can be seen that although there is some different in the
sickness pattern between rural and urban areas, in Bangladesh as a whole,
the most common diseases are diarrhoea and dysentery (accounting for
19.8% of all sicknesses), cold, pneumonia (11.8%), malaria, typhoid and
other fever (12.0%), ulcer (6.1%) jaundice/asthma (3.8%), skin diseases
(3.2%) and malnutrition (2.8%). Together they account for more than
2/3rds of all sicknesses.

Other important diseases that account for a relatively lower proportion of
sicknesses are blood pressure (3.2%), heart diseases and paralysis (2.0%),
rheumatism (3.7%), old age problems (2.5%), eye diseases (2.3%),
another 1/6th of the total sicknesses. The remaining 1/6th of the total
sicknesses is caused by a host of other diseases.

Another classification of the diseases indicate that the diseases that can
be controlled through public health measures (such as diphtheria,
whooping cough, tetanus, polio, measles, malaria, typhoid, TB) and
diseases that can be cured with inexpensive therapy or controlled through
health education (such as diarrhoea and dysentery, worms, night
blindness, malnutrition and skin disease) contribute to more than 1/3rd of
total sicknesses.

The disease pattern in Bangladesh is such that most of the diseases can
be treated by heatlh practitioners without acquiring sophisticated and
specialized medical training.

It has been noted that unqualified/untrained doctors treat over a quarter
of sickness in all Bangladesh (25.8%) and nearly 30% of the sicknesses in
rural areas (exactly 29.1%). As compared to the services of government
medical centres, the services of the unqualified/untrained doctors are
demanded at a rate of over 200% in all areas and nearly 250% in rural areas.

The unqualified/untrained doctors treat a proportion higher than that by
all other health services providers such diseases as diarrhoea. dysentery,
worms, cold/pneumonia, simple fever, malaria, skin diseases and
rheumatism. They also treat uncler, old age problems, jaundice/asthma,
typhoid, female disease, accident and malnutrition.

The high demand of the unqualified/untrained doctors in Bangladesh is
not only because they provide satisfactory services but also because they
are available nearer at hand and at a cost the people can afford. The
average distance of health service providers (see Table 4), average travel
time for health service providers (see Table 5), average waiting time at the
health service providers (see Table 6) and average cost of treatment per
case (see Table 3) compare very favourable with unqualified/untrained
doctors in relation to those for other types of health service providers in
Bangladesh.
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The primary health care envisages a health care system for all people of a
country that the country can afford at each stage of its development. From
this point of view it is of utmost importance that the services of a vast
number of unqualified/untrained heaith service providers available through
out the country is recognized and their quality improved both for curative
and promotive health care of the people.

The unqualified/untrained health service providers are already living with
and providing curative health care senvices to rural population and urban
poor. What is necessary is to capitalize this resource though adequate
training and other incentives under a suitable health manpower
development programme. Under the plan, they can and should also be
utilized as an agent for community involvement in provision of health care
including preventive, educative and promotive health care services 10 the
masses.

In this context it also appears that the goverment is pursuing a wrong
policy in appointing Medical Officers (MOs) for the Union Health and Family
Welfare Centres (UHFWCs). At this stage of development, there is a clear
mismatch between the hopes and aspirations of the MOs both in social and
economic terms, and their posting in the UHFWC. The inability of the
government to recognize this anomaly in health manpower planning is
responsible for a abominably high rate of absentism of the government
employed MOs from their work place in UHFWCs and also in certain
measure from UHCs.

At this stage of economic and social development when UHFWCs are
unable to provide adequate incentives for MOs to stay and work at the
union level, there is no point at all in appointing MOs for UHFWC and
insisting that they should be available in their place of work (in order to
discharge their functions adequately). It is not also necessary to do it. The
Medical Assistants (MAS) and Family Welfare Visitors (FWVs) are adequate
enough for the kind of services required at the level. The skills of the MAs
and FWVs may, however, be upgraded though adequate training
programmes; their career development may be adequately planned and
the monitoring and supervising system improved in order to ensure best
services from them.

In this context mention may also be made of the inconsistent policy of
the government with respect to health manpower development.
Considering a critical shortage of health manpower available in the country,
health practitioners, with three years of basic medical education after
Matriculation, called Nationals, first developed in private sector, were
recognized by the government as medical practitioners and later
disbanded. In the same vain health practitioners called LMFs with four years
of basic meaical education after Matriculation were trained and later
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disbanded by the government on the plea of quality service. In recent years
initiation and subsequent disbandening of Pallichikitshaks is another
example of shifts in the health manpower development planning. Similarly
government establised 18 Medical Assistant Training Schools (MAT's) to
produce Medical Assistants (MAs) with three years of basic medical
education after SSC but subsequently closed 10 of them on the plea that
MAs are already over produced. Nursing and paramedic institutes have a
history of nothing but neglect and apathy.

In view of critical shortage of nurses and paramedics, and a country
where the ratio of doctors (including nurses and paramedics) to population
is appalingly low, government policies with respect to health manpower
development appear to be grossly inconsistent in its own right and specially
in view of the changed philosophy of Primary Health Care.

Government's justification of quality service or over production of MAs
are self defeating. In view of the realities obtaining in Bangladesh, quality
services implies no service at all for the vast million of rural population and
urban poor. Only choice left for them is then either some service at a cost
they can bear or no service at all! Should the government therefore
abandon its parochial policy and widen its vision for the health care and
welfare of the millions of the masses?

The argument of over production of MAs or MOs is based on the notion
that government must provide them with employment on completion of
their studies. Why should it be so? The function of educational institutions,
technical or otherwise, is to impart education. As in other fields, the onus
for finding gainful employment must lie with the graduates themselves.
Expanding private sector including NGOs now provide increasing
opportunity for absorption of all types of medical graduates including MAs
and MOs. Why should this not be tapped and encouraged?

Table-1: Types o1 Troatment by RurallUrba., Residence of the Sic:
Persons

Tyoe of rearent Al arens Hural Urpan
1. Qualified coctors 1216 (30.2) 873 (25 8) 337 (54.5)
2. Unguaifieg:untrained 997 (25.8) 920 (29.1) 47 (7.6)
doclors
Ungualfied 547(146) 575({169) 12(1.8)
!m]{amﬂ 45 (11.2) 4‘5“2 21 zﬁ’,ﬁil
3 Government medical 504 (12.5) 410(12.0) ‘84 (152)
centres
4. Homeopatfis 346 (8.6) 308 (9.0) 38(6.1)
5. KabirayHekim 154 {3.8) 138 (4 0) 16 (2.6)
6. Non-goverament clinics 63 (16) 40 (1.2) 23(3.7)
7. Pir, Fakir & Guru 23 (0.8) 21 (08) 2(0.3)
8 Home treatment 51 (1.3 30 (0.9) 21(3.4)
9. Ordinary wilage Das 1) 1) -
10. Others 105 (2 6} 102 (3.0) 3(0.5)
11, No treatment 527 (13.1) 490 (14.4) 3716.0)
All 4027 (1000} 3408 {100.0) 618 {100.0)

Note: Figures in parenthesis are column percentages.
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Table 2: Currently Sick Persons by Rural/Urban Residence of the Sick
Persons

Disease All areas Rural Urban
1. Diptheria 2(0.1) 1(0.1) 1(03)
2. Whooping cough 19(1.0) 15 (0.9) 4(1.3)
3. Tetanus 1(0.1) 1(0.1) -
4 Polio 2 (@.1) 1 (0:1) 1(0.3)
5 B 9 (0.5) 8 (0.5) 1(0.3)
6. Measles 16(0.8) 12 (0.7 4(1.3)
7 Ear sickness 25 (1.3) 21 (1.3) 4{1.3)
8. Night blindnes 8(0.4) 6(0.4) 2(086)
9. Eye sickness 56 (2.9) 49 (3.0 7(2.3)
10. Diarrhoea eic. 124 (6.4) 118 (7.4) 5(1.6)
11.  Dysentery 258 (13.4) 221 (13.7) 37 (11.9)
12.  Meningiis 210.9) 1(0.1) 1(0.3)
13. Woms 22 (1.1) 20 (1.2) 2(0.6)
14,  Chicken pox 4{0.2) 3(0.2) 1(03)
15.  Cold, pneumonia 228 (11.8) 207 (12.8) 21 (6.8)
16. Jaundice/Asthma 74 (3.8) 64 (4.0) 10(3.2)
17. Naana 38 (2.0 37 (23) 1(0.3)
18.  Typhod 14 (0.7) 12 (0.7) 2(08)
19. Other fever 352 (18.3) 295 (18.2) 57 (18.4)
20. Epilepsy 6(0.3) 5(0.3) 1(0.3)
21. Skindisease 62 (3.2) 55 (3.4) 7(2.3)
22, Ulcerewc. 117 (6.1) 2(5.7) 25 (8.1)
23. Kidney sione 4(02) 1(0.1) 3(1.0)
24,  Urinal trouble 5(0.3) 2(0.1) 3(1.0)
25. Blood pressure 61(3.2) 31(1.9) 30 (9.7)
26. Heart disease 30 (1.6) 17 (1.1) 13 (4.2)
27. Paralysis 8(0.4) 8(0.5) -
28. Diabetes 25 (1.3) 8(0.5) 17(5.5)
29.  Cancer 21(0.1) 2(0.1) -
30. Tumour 7 {0.4) 4 (0.2) 397
31.  Mainutrition 54 (2.8) 44 (2.7) 10(3.2)
32. Pregnancy disease 9 (0.5) 8(0.5) 1(03)
33. Female disease 31(1.6) 24 (1.5) 7(2.3)
34. Sexdisease 210.1) 1{0.1) 1(0.3)
35. Buh discase 1{0.%, 1(0.1)
36. Leprosy 1(0 1) 1{0.%) .
37. Menial cisease 7 (0.4) 6(0.4) 1(0.3)
38. Accident 13 (0.7) 9 (0.8) 4(1.3)
39,  Opium, drinking 1(0.1) 1(0.1) -
40. Rheumansm 72{3.7) 63 (3.9) 9(29)
41. Oldage problem 48 (2.5) 44 (2.7) 4(1.3)
42, Dental problem 9 (0.5) 7 (0.4) 2 (0.8)
43. Sudden disease 7(0.4) 3(0.2) 4(1.3)
44,  Unknown 1(0.1) 1 (0.1) -
45. Qthers 91 (4.7) 87 (5.4) 4(13)
All _1928 (100.0) 1618 (100.0) 310 (100.0)
Memorandum .
All persons (in '000} 16.43 13.39 334
Morbidity rate (%) 11.7 12.1 93

Note: Figures in parenthesis are column percentages.
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Table-3: Average cost of treatment per case during the last three months
Dy type of treatment for current sicknesses and sicknesses that have been
cured during the last three months

Costs are in Taka

_Type of treatment

Costs in Taka

1.  Qualified doctors

295.8 (N=1216)

2. Unqualified/untrained doctors 86.1 (N=1037)

Untrained 845 (N=450)
3. Government medical centres 118.4 (N=504)
4.  Homeopaths 51.4 (N=348)
5. Kabiraj/Hekim 131.9 (N=23)
6. Non-government clinics 256.8 (N=63
7.  Pir, Fakir & Guru 40.1 (N=23)
8. Home treatment 10.7 (N=51)
9. Ordinary village Dai 0.0 (N=1)
10. Others 115.6 (N=105)
11. No treatment 1.3 (N=527)

All 143.4 (N=4027)
Notes: (1) Figures in parenthesis are number of cases,

(2) Costs of treatment include consultation fees and costs of medicine, transport,

pathology/x-ray and other costs.

Table-4: Average distance of health service

type of treatment.

providers/treatment centres by

Type of treatment

Distance in mile

1. Qualified doctors

2.  Unqualified/untrained doctors
Ungualfied

Untrained

Government medical centres
Homeopaths

Kabiraj/Hekim
Non-government clinics

Pir, Fakir & Guru

All

N0 e w

2.71 (N=352)
12.93 “:]=32’.'.>6)\
.09 (N=225}
1.58 (N=101)
2.31 (N=196)
1.43 (N=121)
1.87 (N=39)
2.27 (N=26)
1.50 (N=2)
221 (N=1062)

Note: Figures in parenthesis are number of cases excluding distance equal to zero mile.

72



Khan : Health Manpower Policy

Table-5: Average travel time for health service providers/reatment centres

by type of treatment.

Type of treatment

Trave! time in minutes

1.  Qualified doctors

2 Unqua:_ig_iedluntrained doctors
ifi

Untrained

Government medical centres

Homeopaths

Kabiraj/Hekim

Non-government clinics

Pir, Fakir & Guru

All

NG 0

31.3 (N=880)
23.5 (N=663)
24.0 (N=384)
22 8(N=279)
35.8 (N=454)
24.6 (N=244)
21.2 (N=98)
23.3 (N=55)
20.0 (N=6)

28.5 (N=2400)

Note: Figures in parenthesis are number of cases excluding travel time equal to zero minute.

Table-6: Average waiting time at health service providersnrealment centres

by type of treatment

Type of treatment

Waiting time in munutes

1. Qualified doctors

2. Unqualified/untrained doctors
Unqualified

Untrained

Government medical centres
Homeopaths

Kabiraj/Hekim
Non-government clinics

Pir, Fakir & Guru

All

N

23.5 (N=697)
12.2 (N=449)
12.2 (N=276)
12.3 (N=173)
29.9 (N=410)
13.0 (N=173)
16.8 (N=60)
14.5 (N=38)
8.6 (N=5)

20.9 (N=1832)

Note: Figures in parenthesis are number of cases excluding waiting time equal to zero minute.
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GOVERNMENT POPULATION POLICIES : TARGETS
AND ACHIEVEMENT

S. AHMAD™

1. INTRODUCTION

The Government of Bangladesh (GOB) also currently maintains that high
population growth is the “number one problem”. Bangladesh today has a
population of about 107 million people and the present annual growth rate
of population is about 2.20 per cent. Such a rate if continued would lead to
doubling of population in less than 30 years with several consequences.
Firstly, the land-man ratio, would be roughly halved from its present low
level of about 0.30 acres. Secondly, a high proportion of dependent
population calls for higher amounts of investment in education and health
than the country can afford. Thirdly, the extent of unemployment and
underemployment would further worsen from its current estimated level of
around 30 per cent. Finally, it is likely to push an increasing number of
people from rural areas into urban settlements and consequently, add to
various socio-economic problems already exist in the urban areas. All these
call for an urgent need to halt the rate of population growth at the national
level.

The main objective of the paper is t0 review the performance of
Bangladesh family planning programme S0 as to provide guidance for fixing
demographic targets in the Fourth Five Year Plan. With this end in view,
GOB population policies and targets are reviewed in Section 2, facilities
created to achieve these targets are presented in Section 3, performance
of the family planning programme is discussed in Section 4 and finally some
suggestions are put forward in fixing the targets in the Fourth Five Year
Plan (FFYP) in Bangladesh.

2. POPULATION POLICIES AND TARGETS

The Government of Bangladesh has adopted policies and programmes
to reduce fertility, and in its First Five Year Plan (1973-1978) emphasized
the need "to keep the population of Bangladesh on the smaller size of 15
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crores”. In the early years after the liberation war the family planning
programme underwent many changes, but failed to fulfil the highly
ambitious targets. Health and family planning were officialy integrated in
January 1974 but this did not work out well [5].

In 1976 the importance of population growth was re-emphasized by the
government and a national population policy was announced. This policy
stressed the need for intensive educational efforts through use of mass-
media, indigenous media and face to face communication; enlisting the
involvement of women, youth, religious groups, voluntary organizations,
and communities, integration of material and child health and family
planning, the introduction of system of incentives, etc.

In the reorganization of the family planning programme the Family
Planning Board, the Inspection Derectorate, and the Training Research
and the Evaluation Centre were amalgamated into a new Directorate. Five
units were established for (i) Information, Education and Motivation (IEM),
(it) Training, (iii) Research and Evaluation, (iv) Service Delivery, and (v)
Administration. One of the most important changes was the recruitment
and training of Family Planning Assistants (FPAs) and Family Welfare
Assistants (FWAs) as grass root workers, by 1980 there were 781 Medical
Assistants (MAs). 12,000 FWAs, and 4,100 FAAs. A Family Planning
Council of Voluntary Organization was created to encourage voluntary
organizations and social groups to support family planning activities.

2. 1 Five Year Plans

The First Five Year Plan (1973-1978) had the objective to reduce the
annual rate of population growth from 3 per cent in 1873 to at least 2 per
cent in 1978 and the crude birth rate from 47 per 1000 to 43 at the end of
the plan period. As the performance during the first two years of the First
Five Year Plan in the Family Planning Programme fell short of expectations.
Its objectives in population growth was re-adjusted from 2 per cent in 1978
to 2.53 per cent in 1978 and 2 per cent in 1980 and replacement level in
fertility level in 1985. These targets were not fulfilled by 1980. For instance,
the contraceptive prevalence rate increased from about 9.6 per cent to 14
per cent from 1975 to 1980, well short of the target of 21.6 per cent. The
main reasons for non-fulfilment of the targets, according to the Planning
Commission, included lack of co-operation between the health and family
planning workers, inadequate training and supervision of field workers, lack
of proper reporting and monitoring, too few workers, inadequate service
and follow-up care for sterilization, and various administrative problems.
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The Second Five Year Plan (1980-1985) envisaged even more
ambitious accomplishments, a reduction of the crude birth rate from just
above 43 to 31.6, a decrease of 2.3 points per year, and an increase in
contraceptive prevalence from 14 per cent to 37. 5 per cent, an average
increase of 4.7 points per year. Mechanism for achieving these goals
included integration of maternal and child health with family planning, of
population control activities with other development programmes, broad-
based programme to enlist community participation, increased emphasis on
voluntary sterilization including better clinical services and follow-up care,
strengtheming training, increased attention to monitoring and feed-back of
performance, and improved evaluation.

Reviews of programme performance in the early haif of the Second Five
Year Plan led to a "Two Year Emergency Population Control Programme"
which began in December 1982. These included a number of
administrative changes designed to achieve better integration of health
and family planning. Medical Officers (MOs) were given family planning
duties, as also were Health Assistants (HAs): training was strengthened and
there were sizeable increases in the number of Deputy Directors at the
district level, 464 posts of Family Planning Officers (FPOs) were created,
and posts of 401 Medical Officers (MCH and FP). 63 Medical Officer (clinic)
and 64 Medical Officer (MST) were filled by placing doctors and deputation
from the Heaith Services. Of the 13,500 posts of FWASs, 13,210 had been
filled.

The Third Five Year Plan (1985-1990) envisages both a rapid increase in
the contraceptive use from 25 to 40 per cent, and also a shift in the mix of
contraceptive use from 37.5 to 43 per cent users of sterilization, a decrease
in the proportion of oral pill users from the reportec figure to 20 to 17.5 per
cent. The plan also aims for an increase in the proportion of IUD users from
6 per cent reported in the 1985 CPS to 14 per cent in 1990, and a
corresponding rise in condom users from 7 to 13 per cent. Traditional
methods are assumed to decrease from the 27 per cent reported in the
1985 CPS to 10 per cent in 1990.

The policy approaches to meet these goals are to strengthen
contraceptive services, and create further demand through health, social,
economic and legal measures. Also, a staff incentive scheme announced,
but not implemented in 1983, was again planned. This scheme would
provide bonuses to field workers for exceeding their targets and a variety of
award would be provided to unions, opazilas and Non-Government
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Organizations (NGOs) for outstanding performance. National awards were
also to be introduced for field workers, clinical staff, medical practitioners,
programme managers and NGOs.

However, a series of targets has been announced by the Government of
Bangladesh (GOB) in different plan periods. They are more ambitious than
as yet achieved and perhaps more ambitious than can reasonably be
expected (Table 1). For example, a target of 2 per cent for the population
growth rate was established in 1973 to be achieved by 1978, again in 1976
to be achieved by 1980, and again in 1985 to be achieved by 19817 .

Similarly, crude birth rate declines of 11.7 points in five years were
postulated in 1980, and of 8 points in five years in 1985. Declines of these
magnitudes in CBR, although not unknown, are very rare indeed. Both
Japan and China have slightly exceeded the average of 1.6 points decline
per year in CBR, an average of 8 points decline in five years but have not
managed a decline as rapid as that proposed for 1980-1985 in Bangladesh.
It is, of course, a matter of judgement as to whether workers are more
stimulated by goals that exceed their grasp or goals that are achieved with
considerable effort.

Table 1: Targets in Different Plan Periods
(a) Rate of Population Growth (%) Terget

date  Date Target Established
1973 1976 1980 1985

1973 30

1978 20 253

1980 2.00

1985 1.00 24

1980 1.00 18

2000 1.0
{b) Crude Birth Rate (Per 1000}

1973 47

1978 48

1980 43.25

1985 31.56 39.0
2 1990 31.0
(c) Contraceptive Prevalence Rate (%)

1973

1978

1980

1985

1920 40.0

Source: Cleland and Mauidin (1987.0.20).
To achieve the demographic targets, workers were assigned monthly

1. Interpolated from the estimated population growth rate of 2.4 per cent in 1985 and target of
1.8 per cent in 1920,
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targets for recruitment of family planning users in 1983, with particular
attention being paid to the number of sterilization acceptors. The targets for
FWAs were one IUD and two sterilization clients per month. In principle and
sometimes in fact, workers were reprimanded for failure to achieve their
targets, Some workers believe that their salaries have been delayed
because of not achieving their targets but knowledgeable persons say that
the delays probably were unrelated to programme performance. However,
a sizeable proportion of workers say that at times their salaries have been
withheld because of failure to achieve their targets. The target system for
workers was abandoned in July 1987.

3. FACILITIES CREATED/PROVIDED FOR FAMILY PLANNING

To achieve dimographic target in different plans, GOB has created
infrastructural facilites for implementation of the family planning programme.
In addition, GOB has also made provision for supplying family planning
services 1o the eligible couples at free of cost and sometimes at subsidised
prices.

3.1. Organizational Structure at the Upazila Level

There is an extensive network of facilities and personnel for health and
family planning programmes. The institutional facilities available as of June
1986 for providing clinical and non-clinical contraceptive services as well as
health services including MCH activities 477 Upazila Health Complexes,
1220 Health and Family Welfare Centres, 91 MCH clinics, 58 district (earlier
Sub-Divisional) hospitals, 33 BAVS clinics, 18 BFPA clinics, 40 community-
-based distributional (CBD) centres under BFPA, and about 13,000 Social
Marketing Project (SMP) distributional outlets. There are 19 Regional
Training Centres (earlier District Training Centres), 12 FWV Training
Centres, 12 Medical Assistant Training Schools, 12 Mcdel Clinics and 8
Medical Colleges to train health and family planning personnels.

The number of workers has been increased several times during the
period since independence. The worker/population ratio was 1:110,000_in
1976 but it was greatly improved to 1:20,000 in 1980. Plans are currently
underway to recruit an additional 10,000 FWAs so that the ratio of FWAs to
the population will be 1:5,000. As of June 1986, about 1500 MAS, 3958
Family Welfare Visitors (FWVs), 474 Pharmacists, 5588 Family Planning
Assitants (FPAs), and 13236 Family Welfare Assistants (FWAs) were
engaged in the Government family planning and MCH programmes. The
workers of Non-Government Organizations (NGOs) covered about 15 per
cent of population to deliver contraceptive services.
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In the organizational structure in the Upazila Health Complex, at the
Upazila level there is a Family Planning Officer (FPO) who supervises FAs at
the Union level and they in turn supervises the FWAs at the Ward level.
There is a particular need for a large number of FWAS because of the
cultural restrictions on village women from travelling alofig outside their
family compounds. Male workers are not welcome to talk with women, and
this highlights the need for FWAs to visit the home of clients and potential
clients. The organizational structure of health workers replicates that of the
family planning workers and in principle Health Assistants (HAs) do some
family planning work and FWAs do some health work. As will be noted later,
each type of worker performs the type of work described by her title, but
very little of other kinds of work.

3.2 Sterilization Facilities and Quality of Care

Bangladesh has a very extensive network of sterilization clinics and
clients do not have to travel very far in order to be sterilized. As of March
1986, facilities for sterilization were available in 477 Upazila Health
Complexes. 71 Mother and Child Welfare Centres (MCWCs), all Sub-
Divisional and District Medical College Hospitals, 33 Bangladesh
Association of Voluntary Sterilization (BAVS) clinics, 18 Bangladesh Family
Planning Association (BFPA) clinics and about 42 clinical hospitals of other
agencies. In addition, 20 Mobile Sterilization Teams (MST) at district level
provides sterilization services in areas where these facilities are not
available. Upazila Health Complexes also extend services to the Union
levels through camps which are organized at fortnightly or monthly intervals
at 100 Family Welfare Centres (FWCs).

During 1979 and 1980 there were some sterilization related deaths, a
large proportion of which were the results of inappropriate anaesthetic
practies and inadequate care. The GOB undertook a number of measures
to maintain and improve the quality of sterilization services including (a) the
introduction of a new regiment of anaesthesia and management of
sterilization cases, (b) training of medical personal in view techniques of
anaesthesia and case management: (c) upgrading the physical facilities at
sterilization centres; (d) improving the manual for sterilization procedures;
and (e) institution of a system of surveillance of sterilization centres by a
combined team of expatriate and local consultants.

A midterm evaluation of sterilization procedures carried out in 1984
noted an improvement in the sterilization programme with reported death
per 100,000 tubectomies declining from 19 in 1979 10 12 in 1981 and 4.5
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in 1983. Deaths from vasectomy were at much lower level—2 per 100,000
in 1879 and 1.7 in 1983. It is also worth noting that women choosing
tubectomy do not want more children, and sterilization permits them to
avoid the risks of maternal death which is very high in Bangladesh—
between 600 anti 700 per 100,000 births.

3.3 Compensation Payments in Bangladesh

The amount of compensation payments to sterilization clients, and
payments to service providers/personnel and “referrers"—those who
accompany sterilization clients to clinics/hospitals and are credited with
having recruited them—has varied over time (Table-2).

In 1976 compensation payments of Taka 96 were offered to a man who
had a vasectomy operation and Taka 108 to a woman who had a tubectomy
operation. The rural cost of living index, averaged across all regions, has
increased 11 per cent per year, on average, from 1976 to 1985-86. As a
consequence, in constant prices of 1976/77, Taka 96 offered for a
vasectomy in 1976 declined to Taka 49 in 1982/83. In 1983 compensation
payments to sterilization client increased to Taka 175, but because of
inflation, this amount was the equivalent of only Taka 80 in constant prices
of 1976/77. By 1985/86 Taka 175 paid to a sterilization client was the
equivalent of Taka 67 in 1976/77 prices. The declines in real value of
compensation paid to clients are shown in Table 3. Similarly, 175 in
1983/84 have decreased in value to Taka 150 and to Taka 148 in 1985/86
because inflation, using the cost of living index of 1983/84 =100.

Table 2: Compensation Payments in Bangladesh: 1965-1 987 (Tk. per client)

RECIPIENT 1965-70 1976-83 1983-87
CLIENT

Tubectomy . 108 175b

+ Sorgo- - an =]
Vasectomy 25 96 175b

+ LUngI;' - 33 50
REFERRER + +

Tubectomy

F. P. Worker - 15 45a

Dai - 45 45

Other - 3s

Vaseclomy =

F. P. Worker - 15 453

Dai 2.50 45 45

Other 2.00 35 453
DOCTOR

Tubectony - 18 20

Vasectom 25 18 20
CLINICAL ASgISTANT

Tubeclomy - 10 15

Vasectomy - 8 12

TOTAL ]

Tubectomy - 241 345

Vasectomy 52.50 200 302
Note: a. Effective as of March 1085. b. Effectve as of March, 1983 ++ Referrer payments were abolished

since July 1988.
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Table-3 : Compensation Payments to Sterilization Clients (Tk./per client, in
constant prices of 1976/77

Year Consumer Price index® Vasectomy Tubectomy
1976/77 100 96 108
1977/78 110 87 o8
1978/79 120 80 Q0
1979/80 142 B8 76
1980/81 151 B4 72
1981/82 185 52 58
1982/83 196 49 55
1983/84 220 BO 80
1984/85 249 70 70
1985/86 260 67 67

Source: Cleland and Mauldin (1887,p.19).

Note : Rural consumer price index (CP!) are reported for 1978/79 and afterwards in terms of
1973/74 constant prices. Values for years between 1973/74 and 1978/79 are
interpolated, and CPI are recalculated using 1976/77 as the base year.

Table 4: Estimated Number of Acceptors of contraception by Methods:
1975-76—1986-87 (in thousands)

Year Sterilization Sterilization Pills & IUDs Condoms®

& Modern  Total Vasec. Tubec. |r1jec1ion4

Reversible

Methods3
1975/76 - 84 35 49 - 78 380
1976/77 777 116 69 47 357 59 245
1977/78 1148 77 24 53 576 41 445
1978/79 1078 107 20 87 548 23 400
1979/80 1118 198 28 171 486 22 406
1980/81 1414 252 27 225 526 38 598
1981/82 1687 302 69 223 815 83 644
1982/83 1921 363 88 275 658 118 728
1983/84 2493 548 214 334 776 301 824
1984/85 2753 480 258 222 889 431 921
1985/86 2603 2688 151 13 991 369 944
1986/87 3007 351 210 141 1165 420 1036

Source: Cleland and Mauldin (1887, p.12)

Notes: 3. Vaginal Methods are included in totals but are not shown separately.
4. Thousands of cycles of Pillis divided by 13 plus thousands of injections divided by 4.
5. Thousands of condoms divided by 144.
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4. PERFORMANCE OF THE FAMILY PLANNING PROGRAMME

In discussing the performance of the family planning programme in
~ Bangladesh, the trends of the acceptors of contraception and prevalence
of contraceptive use by methods has been analysed.

4.1 Annual Number of Acceptors of Contraception

There have been very substantial increases in the annual number of
acceptors of sterilization and *modern" reversible methods (pills, injections,
IUDs, and condoms) since 1975 (Table-4).

The number of sterilization increased from 84 thousand in 1975/76 to
363 thousand in 1982/83 and to 351 thousand in 1986/87. During the
period 1975/76-1982/83, modest compensation of Tk. 96 for vasectomy
and Tk. 108 for tubectomy did not appear to have much effect on the
number of vasectomies or tubectomies, with the possible exception of
1976/77 when there was an increase in number of vasectomies from 35
thousand in 1975/76 to 69 thousand in 1976/77 due to the special
sterilization programme conducted nationwide by the GOB. There was also
a sharp speak of 548 thousand in 1983/84 following incentives promised
by the GOB, setting of sterilization targets for family planning workers and
an increase in compensation in October 1983 to clients from about Tk. 100
(Tk. 96 for a vasectomy and Tk. 108 for a tubectomy) to Tk. 175, and special
sterilization activities of mobile district sterilization teams. During the period
1975/76-1982/83, the number of vasectomies was quite modest
numbering fewer than 50 thousand in most years whereas tubectomies
increased from 49 thousands to 275 thousands. With the increase in
compensation payments in October 1983, decrease of sterilization related
deaths. and increase of quality of services, the number of vasectomies rose
sharply in 1983/84 and thereafier there have been more vasectomies than
tubectomies. However, it is evident that compensation payments to clients
are not a primary determinant of overall sterilization incidence; and that any
causal connection between level of compensation payments and level of
sterilization incidence is difficult to make; and that incidence pattern has
persisted despite the type or amount of compensation paid.

The number of pill users has tripled during the past 10 years and the
number of 1UD insertions has also risen quite rapidly, even though their
number is one-half to one-third that of pill users. There have also been
major increases in the number of condoms distributed, but it is difficult to
estimate the number of condom users on the basis of distribution figures.
Data collected from sample surveys estimate a much smaller number of
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condom users-than the number derived by dividing the number of
condoms distributed by the estimated number of condoms used per
person per year i.e. 100 or 144. Indeed, data collected in the research
projects on which this report is based suggest that a more accurate
estimate of number of condoms per user per year is 75. The use of this
estimate, however, would further widen the gap between the users
estimated for the survey and distribution figure.

There has been a marked decrease in the number of acceptors of
sterilization since 1983/84. The reason for this decline is not fully known
although knowledgeable observers think that this is largely caused by low
morale among family planning workers who realized that the promised
incentives are not being implemented. Also it is said that FPOs at Upazila
have an "undeclared strike" directed mainly at the sterilization programme.
Decentralization of administration to the Upazila level, and functional
integration of health and family planning at the Upazila level and below
caused the FPOs to loose status and financial control over the programme,
according to this line of reasoning. Also any person qualifies as a referrer
and payment for bringing in a sterilization client except the upazila FPOs.
There is, of course, a counter hypothesis that the demand for sterilization
has been effectively met, and that it will be difficult to increase the annual
number of acceptors except through special programmes. Some other
hypothesizes that sterilization programme component is de-emphasized in
response to donors' allegation that contraceptive method mix has been
getting skewed in favour of sterilization. In other words, toning-down
sterilization visibility, the GOB programme gives relatively more emphasis
on non-permanent clinica! contraceptive methods like IUD and injections.
and as a consequence of such programatic shift in emphasis, couples who
¢o not want more children have been using those methods as substitutes
for sterilization.

Table 4 shows method-wise acceptors by months calculated as a
percentage of the annual total, and averaged over the five year period
1982/83-1986/87. There is a striking seasonal variation in the number of
acceptors of sterilization, and some variation, much less marked, in other
methods of contraception. There is a sharp rise in the number of
sterilization in September and October, followed by a drop to the level
usually experienced in January through March, followed by a drop in April
and May. Thus the annual peaks in the number of acceptors of sterilization
coincides with inter-harvest periods in the country's agricultural crop cycles

95



Bangladesh Journal of Political Economy,

To explain such coincidence, one hypothesis is that sterilization, being an
effective procedure which requires at least one week to use, tends to be
scheduled by clients in a way which will minimize income loss. Therefore,
those who are planning to be sterilized, scheduie the operation for the
inter-harvest period when time is abundant, and employment and income
opportunities are most scarce.

4.2 Prevalence of Contraceptive Use by Methods

The proportion of couples in the reproductive years using contraception
has increased from less than 8 per cent in 1975 to 25 per cent in 1985. The
increase in contraceptive prevalence rate was relatively slow during the
1970s but has been rapid in 1980s. Most of the increase in the
contraceptive use has been in "modern” methods rather than in traditional
methods. Sterilization increased from less than 1 per cent in 1975 to a little
more than 9 per cent in 1985. Reversible modern methods increased from
about 4 per cent in 1975 to 9 per cent in 1985. There were increases in the
proportions of women in the reproductive ages (or their husbands) using
each of the modern methods of contraception. The use of pills almost
double from 1975 to 1985 from 2.7 per cent to 5.1 per cent. The
proportionate increase in IUDs was larger from 0.5 per cent in 1975 to 1.4
per cent in 1985 but the level of use was quite low. The use of condoms
also rose slightly from 0.7 per cent to 1.8 per cent. Vaginal methods have
been but little used by women of Bangiadesh, fluctuating around 0.2-0.3
per cent. Traditional methods increased from 3.0 per cent in 1975 to just
under 7.0 per centin 1985 (Table-5).

The adoption of sterilization at a more rapid rate than that of other
contraceptive methods naturally led 10 an increase in the nropcriion of
sterilization among users. In 1975 about 10 par c3ni of users had been
sterilized whereas in 1985 the proportion had increased to 37 per cent.
Most of this increase was among women who had a tubectomy, the
proportion of users increasing from 4 per cent to 31 per cent. The
proportion of users of pills dropped from 35 per cent of all users in 1975 to
20 per cent in 1985. Similarly, the proportion of users of traditional methods
decreased from 39 per cent in 1975 to 27 per cent in 1985. The proportion
of users of condoms decreased from 9 per cent to 7 per cent during this
period. However the increase in the proportion of users of sterilization was
not at the expense of users of modern reversible and traditional methods,
because there was an increase in the number and proportion of women
(couples) in the reproductive years using these methods. In other words,
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there is little evidence that sterilization has been promoted in the overall
family planning programme at the expense of other contraceptive methods.

Table-5: Contraceptive User by Methods: 1975-1989

Contraceptive Percentage of Married 3 Percentage of Users
Method (s) Women 15-49 Years Age

BFs® cps’ BFS CPS

1975 1979 1981 1983 1985 1989 1875 1979 1981 1983 1985 1989
Sterilization 03" '33* "48° 7494 98 10 25 95 ' 29 -37 895
Tubectomy 03 24" 40 82 79 86 4 19 2% a2’ Bl 275
Vasectomy 05 99 08 125 12 6 7 -4 6 6 50
Modemn Reversible 39 56 62 64 90 152 51 44 33 33 36 467
Pills 20 38 35 33 051 .91 35 28 19 17 20 28.0
Injections = 02 04 B2 05 34 - 2 2 1 2. 38
1UDs 05-.02 04 40, 4.4 . LY 8 2 2 5 B 52
Condoms Q7 1158 A6 kS 1B 13 9 12 2, 8 7 85
Vaginal - Ot 03 B3 - 030 B2 - 1 2 2 1- 85
Traditional 30 38 76 .54 €9 78 -~39..30 4 28 27 208
Total 7.7 127 486 191 253 328 400 100 100 190 100 100

Source: Cleland and Mauldin (1987, p. 17) and CPS 1989,
Note : 6. BFS stands for Bangladesh Fertility Survey
7. CPS stands for Contraceptive Prevalence Survey

The comparison of methc.d-mix in 1989 with that in 1985 reveals that
temporary methods account for over a half of total modern method users in
1883 for the rirst time in the history of Bangladesh famiiy pianning
programme. For instance, in 1885 about 37 per cent of eligible couples
used sterilization while in 1989 the proportion using it has reduced to 33
per cent on the other hand, the proportion of eligible couples using
modern reversible methods has increased to 47 per cent in 1989 from 36
per cent in 1985. Among the modern reversible methods, there has beena
marked shift in favour of pills, injectables and condoms in 1989 compared
to 1985. However, such a marked shift calls for reformulating the
contraceptive method-mix for the Fourth Five Year Plan of Bangladesh.

5. TARGETS IN THE FOURTH FIVE YEAR PLAN
To reduce the population growth rate, the CPR has to be increased,
because an inverse relationship between total fertility rate (TFR) and CPR
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has been empirically established by Mauldin and Segal (1988) on the basis
of cross-section data from less developed countries (IDCs).

Although eligible couples in Bangladesh have universal knowledge
about family planning methods and have favourable attitude towards family
planning, still the contraceptive prevalence rate (CPR) appears 1o be low
(Table 5). For instance, CPR was 8 per cent in 1975 and then increased to
19 per cent in 1981 and to 33 per cent in 1989. Thus during the past
decade, the CPR has been increasing slowly but steadily approximately at
two percentage points a year. If this CPR growth rate can be sustained, by
1995 the CPR will be 45 per cent. However, it is important to recognize that
this will require a huge additional programme effort because during those .
six years the target population of eligible couples will increase from 20.4
million in 1989 to 24.8 million in 1995.

CPR target by 1990 as given in the Third Five Year Plan is 40 per cent
but evidently it would remain unfulfilled. If GOB fix the target CPR at 40 per
cent in 1995, this would mean that in the intervening years extra 3.2 million
users would have to be recruited and served in addition to the 6.7 million
couples currently using family planning. While achieve the goal of 40 per
cent may not be easy, the increasing the target to a GPR of 45 per cent by
1995 will be even more difficult. Such a target implies that 11.2 million
contracepting couples—67 per cent more couple than the family planning
programme reaches at present—have to be reached by the family planning
field workers. Reaching these addition couples in need of personal contact
certainly is a high hill task, as less and less proportion of eligible couples
were visited by field workers despite a 50 per cent increase in the number
of field workers from approximately 13,500 in1986 to 18,50C0 iri 1989. For
instance, ihe propuiion of eligible couples visited by fieid woikers Guiing
the previous six months were 25 per cent while it was 30 per cent in 1983
and 27 per cent in 1986. However, fixing of CPR target at 45 may be more
than a programme can reasonably expect to achieve only in six years.

In fine whatever target is set for CPR, it should be ambitious but
achievable and the steadily increasing number of eligible couples will be a
significant challege to face in recruiting and motivating them for family
planning and providing them with family planning services.
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POPULATION AND BANGLADESH : IN SEARCH
OF THE REAL PROBLEM

MUINUL ISLAM”

INTRODUCTION: POPULATION AS THE NUMBER ONE PROBLEM
VERSUS POPULATION AS THE RESERVOIR OF POTENTIAL NUMBER
ONE RESQURCE

To the population alarmists, Bangladesh is the oft-quoted hapless place
where the population boom will explode with all its tragic consequences.
Tons of figures and heaps of quantitative and qualitative evidences and
symtoms are presented by national and international academics and/or 'not
so academic' policy-makers and advisors as well as donor-big brothers to
bring out the-obvious warning: Bangladesh has to check population growth
drastically, and quickly, to survive as a nation and as a people. Bangladesh's
response, in terms of declared policy and propaganda rhetorics, is
inevitably befitting to the call: population has been declared as the number
one national problem of Bangladesh in 1976. Notwithstanding the politics
of such a move, there is no denying the fact that Bangladesh's population
figures along with its characteristic features of structure and growth may
very well present on abysmal prospect of the future viability of the society,
economically, socially and ecologically. And, | should stress in the very
beginning that in this paper | do not minimize the gravity of a real problem.
But, | have genuine doubts about prospects of any noticeable success of a
policy, and the programme that has been adopted for population control,
which start with a very wrong premise that population is the number one
problem for a nation. This negative attitude reflects a tendency where by
the burden of guilt for all the major ills that Bangladesh has been afflicted
with is shifted on from the shoulders of the ruling class and/or groups who
are mainly responsible for the present plight of Bangladesh. Bangladesh's
mass poverty, underdevelopment, hunger, malnutrition, illiteracy,
increasing inequality of income and wealth, wasteful and unproductive
government expenditure, all-pervading corruption, inefficiency and
negligence in the public sector, increasing dependence on foreign aid,
neo-colonial and bureaucratic state machinery, eic.--- to cite the major real
problems of Bangladesh, need to be explained by properly analyzing the
social structure, existing mode (s) of production as well as the
superstructure. Certainly, population cannot be made the scapegoat by
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putting the blame mainly on its size and growth, as is conveniently done as
a political routine under the aegis of the declared number one national
problem. Therefore, my serious objection.

On the other hand, 1 like to focus in this paper on (the absence of) the
real claimant to the number one place of national priority as a national policy
the human resource development programme of Bangladesh. Again, this
requires a change of attitude of the national policy-makers which
necessitates a change in the social structure-- both the basic structure and
the superstructure. This changed attitude will help consider population as a
reservoir of the potential number one resource of Bangladesh, and will
adopt appropriate policies and programmes, and will implement the
programmes on a war footing to transform this huge population as properly
educated, skilled and productively employed human capital. History stands
witness that this transformation lies at the root of present-day success
stories of Japan, Taiwan, Israel, Korea or even China, Srilanka and Kerala.

Section A presents and overview of the population problem of
Bangladesh with the help of traditional empirical evidences. Section B
outlines the major determinants of population growth and high fertility in the
context of socio-economic and political reality of Bangladesh. Section C
continues the search for the real problem vis-a-vis adopted policies of
Bangladesh.

SECTION A: AN OVERVIEW OF THE POPULATION PROBLEM OF
BANGLADESH

Historical records suggest that the land area comprising the present
Bangladesh had a population of around 10 million in 1650 AD. [17].
Prevalence of high birth and death rates, and occasional famines,
epidemics and natural disasters contributed to a relatively slow growth of
population, which is reflected in the fact that it took three centuries for the
population figure of Bangladesh (the then East Pakistan) to reach 42 million
in 1951, whereas the population of England increased more than ten times
during these years, for instance [24:65]. But it took only 38 years to reach
an estimated figure around 110 million in 1989. Maithus and his geometric
progression of population growth seem to have been reincarnated in
Bangladesh in the guise of neo-Malthusian doomsday forecasters who
have generated all kinds of evidences to warn of the impending disaster.
But the theory of new demographic transition, where by Bangladesh is
placed among the developing countries passing through a demographic
transition phase of rapidly declining death rate coupled with a high but
slowly declining birth rate, gives a much more plausible explanation of this
population boom in Bangladesh. Countries like Bangladesh have
experienced this boom, because, the decline in mortality beginning in the
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thirties and forties was accelerated by path-breaking medical and health
science developments which eradicated killer epidemics and diseases like
Malaria, Cholera, Typhoid, Small-pox, Yellow fever and Diarrhoea. Whereas
developed nations of Europe and North America reached the present
stage of stable and low population growth in three hundred and fifty years
through economic, social, cultural and political development process,
Bangladesh and similarly placed densely populated countries are faced
with a real problem--- the problem of completing the demographic transition
within a generation or two. This process will involve a drastic policy induced
reduction in fertility level to bring it down at par with or near the fertility
levels of the developed countries, because, the mortality levels of these
developing countries have nearly reached a stable level very near to the
mortality rates of the developed countries. Despite the much despised
unreliability of population statistics of Bangladesh, the time trends of a few
such statistics and vital rates presented in Table | will help to bring out the
magnitude and dimensions of this problem. (The dubious nature of some
of the statistics are obvious even in Table 1. for example, the crude birth
rate and crude death rate figures imply a crude rate of natural increase of
population of 1.73 per cent in 1961 and 1.85 per cent in 1965, which are
simply unbelievable. Such examples abound in all government published
population data. This has created a common suspicion and a popular
notion that such statistics are ‘conveniently doctored' to suit the purposive
‘targets' of the policy-makers).

The exponential population growth rates given in Table | are widely
believed tfo be understated, but even these magnitudes of growth, with the
built--- in momentum represented by a relatively 'young population’ as
shown by the proportions of population below 15 years of age for different
years (item 2), implies that in the light of a realistic projection based on
existing fertility and mortality trends, Bangladesh will reach a population of
at least 240 million by the year 2000, before births reach equilibrium with
deaths [16; 546-66]. This population momentum continues even after the
level of fertility reaches a replacement level represented by the 'Net Rate of
Reproduction (NRR) equal to unity'! . Due to higher fertility in the past,
there is a high concentration of women in Bangladesh in the child-bearing
ages, and given the almost universal prevalence of marriage among such
women, total births will continue to exceed total deaths by a significant
margin for two or three generations after reaching the replacement NRR of
1. "It is this hard mathematics of momentum from which 'population
alarmists' and 'crisis environmentalists' draw their argument..... From this

1. NRR is the average number of daughter that would be born to a woman (or group of
women) if she passed through her lite time conforming to the age-specific fertility and
mortality rates of a given year. NRR of 1 implies average of 2.1 to 2.5 children per woman,
depending on mortality conditions.
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perspecitive, the population boom is far from being defused” [25;552]. For
Bangladesh, even this replacement NRR of 1 is a far cry, as we find in Item 8
of Table 1. The total fertility rate of 4.41 also indicates the same
predicament. Although the time trend of all such growth indicators shows a
decline, the hard fact remains that the decline is not rapid enough to
achieve the much talked--about zero population growth even within the
year 2020. This is a crucial dimension of the population dynamics, which
makes the issue of policy induced drastic reduction of fertility so much a
priority to the existing stage machinery and their foreign mentors who want
to achieve this goal of fertility reduction without changing the status quo in
the social structure. And, here lies the real problem, | think.

Table 1: Time Trend of some Major Statistics and 'Vital Rates’ Important for
Population Growth Estimation.

Itemn 1951 1961 1965 1974 1981 1987
1: Inter-censal population

growth rate(exponential)

(per cent) 050 2.26 - 248 2.32 -
2. Population below 15 years

of age (per cent) 421 46.1 - 48.0 46.7
3. Crude birth rate (per 1000) - 4Tn. 870 - 346 333
4. Crude death rate (per 1000) - 297 185 - 19.5 « L1345
5. Crude rate of natural :

increase (per cent) = 173 185 - 291 2548
6. Total fertility rate - 678 5.79 - 5.04 441
7.  Gross rate of reproduction - - - - 245 214
8.  Net rate of reproduction 5 > = . 1.89 1.69
8. Infant mortality (per 1000) - - - =« 124901330
10. Child death rate 1-4

years (per 1000) - - - - 238 12:5.
11. Life expectancy at birth (years) - - = 507 548 553

Source: Compiled from Tables 2.05, 2.07, 223 2.24, 2.27, 2.31, 2.33, 2.34 and 2.35 of
Statistical Year Book of Bangladesh, 1988 Published by Bangladesh Bureau of
Statistics, Dhaka, Bangladesh.

SECTION B: AN OUTLINE OF THE MAJOR DETERMINANTS OF
FERTILITY

Marx's famous polemical diatribe against vulgar Malthusianism has
sidelined the population issue from the writings of Marxist thinkers. Even,
complaints have been raised that ‘women's first production has been
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consistently excluded from the conceptual field of Marxism's central
theoretical category' [22;28-9]. But, there is a rethinking among Marxist
writers who see poletarianization as a demographic revolution as well as a
revolution in the prevailing social relations of production. They hypothesize
that 1) the principal determinations of population dynamics are
endogenous to each mode of production and we should seek to locate
them there, in its inner-workings, and that 2) population forces will
periodically come into contradiction with themselves and with other
elements of any given socio-economic system, and will tend to make their
own contribution to developmental propulsion of particular modes through
time and space, and ultimately to their revolutionary transformation [22;33].

This rethinking has also been evidenced in Mao's China where smaller
families have been actively encouraged through zealous urgings and both
material and ideological persuasions during the later years of Mao, which
has started to bear fruit in terms of drastic cut in the fertility levels of the
Chinese. The reality of the twentieth century has contributed to a narrowing
down of the theoreti¢al viewpoints of social scientists of Marxist
persuasions writing on population growth and fertility and the neo-
Malthusian population alarmists. But this narrowing down primarily centres
around the determinants of fertility rather than national polames regarding
populatlcun2

Writers on demographic-transition such as Thompson Blacker,
Notestein or Caldwell have long mentioned religious doctrines, moral
codes, laws, education, community customs, marriage habits and family
organizations as crucial determinants of fertility behaviour. More recent
writings of Kingsley Davis, George Stolnitz, Eva Mueller, William Rich,
Stephen Enke, Michael Endres, Paul Demeny, Coale and Hoover - to name
a few noted writers on population and development, talk of attitudes,
beliefs, traditions and economic rationales of having children in difcrent
sociel:esA For example, Caldwell in his model of intergenerational wealth
flow summarizes, "In general, in societies of every type and stage of
~ development, fertility behaviour is rational and fertility is high or low as a
result of economic benefit to individuals, couples, or families in its being so.
Whether high or low fertility is economically rational is determined by social
conditions, primarily by the intergenerational wealth flow" [7;321-366].

2. Marx's dictum that ‘every special historic mode of production has its own special laws of
population® (Marx, Capital vol. (1) or that 'population is an abstraction if | leave out, for
example, the classes of which it is composed ....... [population, in abstraction] is a chaotic
conception of the whole' (Marx, Grundrisse) remain the guiding principles when Marxist
writers still despise the concepts of over-population or surplus -population’. This concept of
'surplus' is the creation of the capitalist mode, and such conceptualization is responsible for
negative premises which view population as the number one problem, and obviously leads
to wrang and ineffectual policies to eliminate ‘over-population.’
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Such benefit-cost approaches see children as source of labour, an
investment for support in old age, an insurance against risk in a hazardous
environment, and a factor that enhances physical security and political
influence of the tamily unit. These demand theories of fertility see fertility
decline as a 'rational, though perhaps lagged, accommodation to changes
in objective economic circumstances' [9:7]. Leibenstein and Easterlin's
contributions combine the economic decision making process with the
social and biological constraints to which it is subject.

Bongaarts gives a formal model of the determinants of fertility [5,6]. In his
model the socio-economic structure and its development acts through the
'proximate determinants of fertility' such as age at first marriage, proportion
of currently married women, post-partum amenorrhoea, breast feeding,
induced abortion, and contraceptive use. Bongaarts even suggests a
formula for estimating the impact of such proximate determinants on total
fertility rate:

TFR = CcXCmXCaXCiXTF
where, TFR = Total fertility rate,

Cc = index of contaception.

Cm = index of marriage.

Ca = index of induced abortion:

Ci = index of post - partum infecundability;
and, TF = Total Fecundity rate;

The velue of each index is between zero and one. -

Seccomber writes of 'the incentive structure for having children’ with
positive incentives such as the demand and utility of child labour as a
potential contribution to the household, more than offsetting the additional
upkeep costs of an extra member; the need, or the cultural desire, to
perpetuate the family line beyond death through inheritance; the utility of
children as a "pension fund"- a form of old age security [22;22-47]. The
disincentives are the cost of bearing additional members and feeding them
and the hazards and hardships to mothers from further cihldbearing. Also
for women, there are alternative uses of their time and labour capacities
which weigh against childbearing. But, this will depend on the form and
degree of patriachal dominance. He also talks about the cultural conditions
shaping the relation of marital sex to procreation, and the means given the
will to do so, to limit and shape fertility according to the couples or the wife's
desires. He contends that the total number of conceptions in @ population
will tend to exceed those desired within a given incentive structure, and the
unintended surplus will be greater, the more imperfect are the means at
hand. Mannan brings the theoretical analysis close to fertility situation
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pertaining in Bangladesh [18;67-100]. Writing from Mode of Production
perspectives, he contents that the need for children is just another socially
determined and socially regulated need and there are fairly rigid limits for
socially approved family size. In a society like Bangladesh, children are
regarded as a good for which there is no substitute, because, here number
of children means safety and security. He writes, fertility involves both
biology and individual choice, the former modified by cultural patterns, and
the latter strongly influenced by economic and social conditions. He
emphasizes the role of the family as both a reproductive unit and an
economic unit- the memberships of the productive, residential and
economic units coincide and this in turn encourages families to have a
larger number of children. He mentions the inferior status of women as
dependents, sex preference of parents where there is an almost universal
urge for two living sons, and daughters are regarded as an expense of this
urge. This is very rational because of the agricultural nature of the economy
and the familiar nature of production. In this environment, children have 1)
consumption utility, 2) income utility and 3) status, security and insurance
utility.

In the light of the above theoretical discussion, the broad consensus
regarding the multi-dimensional nature of fertility and its determinants
should be sufficiently clear. In this secnario, family planning may be
regarded as an important, but not the only, feasible policy measure.
Reduction of infant mortality, female education and employment, increase
in the percentage of the non-agricultural labour force, equitable distribution
of income, and increased access to the services in health and education
are all important variables for fertility reduction [16:553]. Even , Berelson
speaks of a threshold level of such variables at which they contribute
sufficiently to fertility decline. Table 2 gives some approximate thresholds:

Table-2: Approximats Thresholds for Fertility Decline

Variables Threshold range

1) Non-agricultural labour force

(as percentage of total) 50-65%
2) Life expectancy at birth 60-70 years
3) Female marriage before age-20 10-20%
4) Newspaper circulation per 1000 population 70-100
5) Population in cities of 20,000 + 16-50%
6) Hospital beds per 1000 population =

Source : [16; 553]
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Gandotra et al. empirically studies the interrelationship among different
dimensions of development and fertility in India [14;19-28]. He considered
the following factors under the major dimensions of:

Dimension Factor

| Physical facilities 1) Electricity, 2) Tap water, 3) Health
facility, 4) Pucca Road, 5) Post office,
6) Distance from the nearest town,

Il Social facilities 7) Secondary and higher education.
8) Literacy, 9) Scheduled caste
and scheduled tribe population.

Il Agricultural facilities 10) Irrigated land, 11) Electric
motors/diesel pumps used for
irrigation, 12) Tractors, 13) Threshers,
14) Price of cultivated land,

iv) Non-agricultural facilities. 15) Industrial units, 16)Workers in
non-agricultural works.

V) Population pressure 17) Dependency ratio, 18) Population
density in cultivated land.

His conclusion also speaks of a threshold. He writes, "unless the
inequalities in the socio-economic development of the developing villages
are reduced and the level of development of a village reaches a certain
threshold, the fruits of development are not likely to effect a substantial
decline in fertility."

In spite of Cleland and Wilson's counter-arguments regarding the
“importance of idzational rather than struciural change' whereby ‘massive
scale and force of the flow of new knowledges and values from the
industrialized to the developing world, which impinge upon political
economic and social life alike [9;28], may change the attitude towards birth
control, theory and empirical evidences overwhelmingly support the view
that reduction of fertility is still very much intertwined with sufficiently
perceptible changes in the social structure--both the mode of production
and the superstructure. And this is the real problem of Bangladesh
regarding population.

SECTION C: SOCIO-ECONOMIC REALITY OF BANGLADESH AND
POPULATION POLICY

The discussion in Section B brings out the crucial variables determining
fertility. In the context of Bangladesh, the socio-economic and political
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reality depicted below with appropriate empirical evidences will stand up as
a formidable adversary for the population policy targeting a drastic cut in the
level of fertility.

1)

2)

4)

d)

8)

108

The infant mortality rate in Bangladesh is estimated to be 111.0 in
1986-87 [1:65]. This is a crucial variable for a society where parents are
believed to target at least two living male children in the family.

The mean age at marriage for females is still 17.9 years in 1987 [1:53].
That gives an average of about 27 years of marital fertility for each
women. taking 45 years as the age of menapause.

The percentage of female participation in the labour force is 10.4% in
1986 [1:97], which reflects that the overwhelming proportion of
fernales still work within the confines of the tamily and household. This
tactor reduces the opportunity cost of having children and facilitates
the upbringing of children. Both these factors are pronatalist..
needless to say.

The proportion of children in the labour force was estimated to be 9%
in 1986 [1;97], though this figure may be grossly underestimated. The
prevalence of child labour acts as a strong incentive for demanding
male children.

An estimated 45.5% of the families in Bangladesh was non-nuclear
type in 1982 [1;91] which is believed to be a pro-natalist factor.

The estimated literacy rate of Bangladesh was 23.8% in 1986-87
[1:489], and the female literacy rate is even less than half of this figure.
Studies consistently report a negative correlation between literacy and
fertility.- Education, especially female education is almost universally
regarded as an anti-natalist factor.

The prevalence of family labour in Bangladesh agriculture is another
pro-natalist factor. An estimated 18.6% of the total labour force of
Bangladesh were categorized as unpaid family workers in 1985-86
[1:;97].

Empirical studies also found that the middle and big landowners in
rural Bangladesh had larger families than the small and marginal
farmers and the landless agricultural workers. This picture does not
provide special virtues or economic advantages for having smaller
families. A society, where more male children often means status,
security, and political and economic power, can hardly hope for a quick
success of any population control policy, which does not want to
disturb the socio-economic status quo.
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9)

10)

11)

12)

13)

The influence of religion, customs, taboos and cultural traditions in
Bangladesh is believed to be strongly pro-natalist in a society, where
the family is the main nucleas of productive and consumptive activity.
Even, the rapid growth of urbanization in Bangladesh cannot be
termed anti-natalist development, because, here urbanization is a
symptom of widespread unemployment, underemployment, margina-
lization and/or landlessness in the rural areas driving out people from
their homes. Such urbanization is not the result of modernization,
which could act as a counter force against the influence of religion,
superstitution and customs.

The percentage of non-agricultural labour force is increasing in
Bangladesh, but this increase is not due to a rise in industrial
employment. The proportion of industrial labour in the total labour
force is still hovering around 10%, which means that more than 20% of
labour are absorbed in the tertiary activities like trading. transport and
service activities in the informal sector. So, this reduction in agricultural
labour cannot be depended on as an anti-natalist phenomenon.
Rather, this indicates the growth of urban poverty slums and a
downward social mobility of the poorer sections of the labour force.

Widespread hunger, malnutrition. disease and ill-health among the
mothers and the children of the poorer sections of the society are also
acting behind the desire for a larger family. The spectre of death of the
children is a strong fear generating the desire for more children.

The inferior status of women, ﬁ-ﬁd the deteriorating status of
daughters in the family, wherein a daughter is increasingly considered
as a life-long burden for the parents, is another reality of life in
Bangladesh which tends to encourage parents for desiring male
children in larger numbers. Daughters are an expense for such desire,
hence families get large in the process. The total fertility rate of 4.41 in
1987 [1;58] speaks of such a process.

The increasing concentration of landownership, both rural and urban,
increasing inequality of income and wealth distribution reflected by
declining gini coefficient, increasingly skewed size-distribution of
cultivated landownership or by increasing rural landlessness speak of
an acceleration of the process of societal differentiation whereby a
small proportion of the population are reaping t' e economic benefits
at the expense of a vast, and increasing multitude of population.
Studies in India, Srilanka and similar other developing countries of Asia
show that such increase in economic and social inequalities acts as a
powerful factor against fertility reduction [14, 18, 2].
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14) The absence of a state-sponsored old-age social security system in
Bangladesh is also a crucial factor encouraging the demand for more
children, especially male children. All macro-level policy persuasions
will be ineffective as long as such social security support cannot be
introduced. ;

POPULATION IN THE CONTEXT OF GOVERNMENT POLICIES: WORDS
VS. ACTIONS

The declared number one national problem does not carry the weight of
government efforts needed to achieve any reasonable success of the
population planning targets often pronounced as a government
propaganda routine. A bureaucratic and neo-colonial state is actively
perpetrating a ruthless looting and rampage of the government machinery
to further the class interests and rampant greed of the ruling clique. All
these tall talks of giving number one priority to population control is a big
hoax and a cruel joke with the nation. Table 3 presents the devastating
evidence of such fraudulent behaviours of the government with the people
of Bangladesh through a compilation of government’s real efforts as
evidenced in actual expenditures for crucial sectors like education and
training, health, popuiation control & family planning and agriculture and
rural development vis-a-vis government expenditure on unproductive
sectors like public administration and defence. The data bring out the
glaring political reality of Bangladesh.

1) Expenditure on unproductive sectors like public administration and
defence in increasing by leaps and bounds, and such expenditures
have already reached a staggering 54.62% of the current expenditures
of the government. They have reached 35.76% of the total
government expenditure in 1987-88.

2) Government expenditure on education & training is barely rising. The
budget-estimated expenditure in this sector is never actually incurred.
Even, the current expenditure in this sector has gone down in 1987-
88, compared to 1986-87. The target of achieving universal primary
education in Bangladesh by 2000 with this budget is simply absurd.

3) Only a paltry 3.71% of the total government expenditure is spent on
health. This is a cruel joke with the 110 million people of Bangladesh
telling them that health for all will be achieved by the year 2000.
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Table 3: Trend of Government Expenditures on Some Crucial Heads A
Testimony to the Divergence of Actions from Words

Iitem of expenditure Percentage of government
expenditure
1981-82 1986-87 1987-88
(Actual) (Actual) (Estimated)
1. Public Administration and
Defence:
Current expenditure 45.64 54.25 54.62
Capital " 5.02 3.26 4.62
Total 3 26.31 31.73 35.76
2. Education and training:
Current expenditure 11.92 18.54 16.67
Capital " 2.47 3.96 5.63
Total " 7.42 12.10 12:51
3. Health:
Current expenditure 3.40 4.34 4.35
Capital " 3.27 2.09 2.66
Total i 3.35 3.35 25

4. Population control and
Family planning:

Current expenditure 1.84 2.58 2.40
Capital " 0.52 0.40 0.31
Total " 1.21 1.62 1.51

5. Agricultural & rural
development:

Current expenditure 13.41 5.59 6.03
Capital & 21.49 594 6.14
Total " 17.26 5.38 6.07

Source: Compiled from Tables 9.07, 9. 12 and 9. 13, P. 357, 359, 360 of BBS, Statistical
Year Book of Bangladesh, 1989, Dhaka, 1989.



4)
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Population and family planning gets only 1.51% of the government
expenditure in 1987-88. Again, much of this is wasted through rampant
corruption in this sector and widespread smuggling of contraceptive
items. The target of achieving NRR of 1 by 2000 should be considered
in this light.

Agriculture and rural development gets a paltry 6.07% of the
Government expenditure in 1987-88. This has come down from a
height of 17.26% in 1981-82. The lack of sincerity of the rulers and
policy-makers regarding amelioration of rural poverty needs no further
testimony.

The avove sectors have been chosen for scrutiny, because, all the major
determinates of fertility decline are greatly affected by development in
these sectors. And, what a sham we evidence! To me, this is the crux of the
problem for the immediate future.

1.

12.
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INDUSTRIAL POLICY AND ECONOMIC
STAGNATION IN BANGLADESH

REHMAN SOBHAN

INTRODUCTION
The Theme of the Paper

The economy of Bangladesh has been stagnating throughout the
1980s. If we look at indicators for aggregate and sector GDP growth for
fixed investment and for structural change the available data shows very
limited progress and even some recession. It is possible that the figures
made available from official statistics, ongoing research projects and from
data presented in the reports of multilateral aid institutions does not capture
all that is happening in the economy. But researchers and policy makers,
unless they can provide data or evidence to the contrary must and indeed
do draw upon available data to analyse the economy and such evidence at
hand indicates a far from encouraging picture about the state of the
Bangladesh economy as we enter the 1990's.

This trend in the economy is occasion for concern since the 1980's were
intended to be the period when significant structural changes should have
been realised in the Bangladesh economy to equip us to cope with the
future. We may reckon that the first half of the 1970's was the period where
the economy rehabilitated itself from the effects of the war of liberation and
the disruption to the economy arising out of the withdrawal of Pakistani rule
and entrepreneurial domination. The second half of the 1970's would have
been the time when, following the recovery of the destabilised economy,
existing capacity was made more productive and expanded. This historical
process should have set the stage for major investments in the economy
during the 1280's designed to realise structural changes which would have
diversified the economy, improved its outward orientation and put us on
the way to self-reliant development.

This paper indicates that little headway has been made to keep
Bangladesh's development on its scheduled evolution. The paper
suggests that the stagnation experienced by the economy in the 1980's
may derive from inappropriate policy choices induced by undue
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dependence on the direction of our development strategies by our
principal external donors.

Whilst it is appropriate to look at the whole range of policies governing the
economy this paper focuses on industrial policy. The paper goes on 10
suggest that the strategies chosen to promote industrial development
have achieved little in the way of accelerated investment, sustained growth
or diversification of the economy and may even have retarded this process.
This paper concludes by looking at some of the features of a revised
industrial strategy for the 1990's which may promote a more viable
industrialisation process leading to greater self-reliance for the national
economy.

STAGNATION OF THE BANGLADESH ECONOMY
Weak economic growth

The Bangladesh economy in the 1980°s has been in state of stagnation.
This is measured in terms of the known parameters of economic
performance namely growth, investment and structural change. If we look at
the rate of change in the Gross Domestic Product (GDP), the standard
measure of economy performance, we find that average growth rates have
declined from 6% in 1973/74 to 1974/75, to 4.4% between 1975/76 and
1980/81 and 3.16% in the period 1981/82 to 1987/88 [1]. Of more
immediate concern is the fact that growth rates have in these last eight
years declined or remained stagnant in four years, 1984/85, 1986/87,
1987/88 and 1988/89. This decleration in aggregate GDP growth has
meant that per capita income between 1982/83 and 1988/89 remained
virtually unchanged at around U.S. $ 164 [1].

The stagnation in aggregate GDP growth rate has derived from the fact
that both agriculture and industry have performed podrly. In the 180's
agricultural growth has been negligible and highly uneven. It fell from 3.5%
in the period 1972/73 to 1979/80 to 2.9% in the period 1980/81 to
1985/86 (World Bank, 1989a). However, in the 1980's in 9 years between
1980/81 and 1988/89 agricultural value added fell in 6 years compared to
the previous year and has been negative in the years 1987/88 and
1988/89 [1].

Trends in manufacturing growth have been no less depressed. Growth
rates on average fell from 13.9% in 1973/80 to 2.4% in the period 1981/82
to 1985/86 [1]. Even if we take out the high growth period of 1973/74 and
1974/75 when during the period of post-war recovery manufacturing
growth rates were 17.5% and 61% respectively, the period 1975/80
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registered growth of 5.6%. More serious is the fact that in the 9 years,
1980/81 and 1988/89, growth rates declined in 5 years over the previous
year and were negative or stagnant in 3 years, 1982/83, 1987/88 and
1988/89 [1].-

This aggregate trend in the national economy has been countered by high
rates of growth in construction, in utilities and in the sector. This has
provided some sources of employment and income growth in the short run.
But these trends are rather ephemeral and derive from injections of aid
bank credit and high levels current of consumption. None of these sectors,
with the exception of growth in utilities such as power and gas, enhance
the reproductive growth sustaining capacity of the economy, which for
country's at the level of development of Bangladesh are essential for
establishing a capacity for autonomous-development.

Lack of structural change in the economy

It is thus not surprising that the economy in the 1980's has registered
little structural change. The share of manufacturing output to GDP, a
standard measure of structural change, has remained virtually unchanged
in over two decades. It was 7.8% in 1960/70 [2a], and 8.4% in 1988/89 [1].
It is here worth noting that in 1979/80 the share of manufactures in GDP
had risen slightly to 9.9%. But by 1987/88 it had again declined to 8.4%.
There is therefore some indication that the 1980's may have been a
decade of deindustrialisation for Bangladesh [1].

This indicates that the Bangladesh economy in the 1980's has remained
in a state or structural atrophy and has thus demonstrated little capacity for
internal resource mobilisation so that the economy remains as dependent
as ever before on external resource flows. The share of exports to GDP has
remained virtually unchanged. It was 6.13% in 1972/73 compared t0 6.98%
in 1987/88 [1]. This suggests that the impressive rise in such exports as
garments and shrimps in recent years has done little more than
compensate for the decline of jute as a major export and has, in spite of
absolute growth in the value of our exports, not realised any structural
change in the economy by raising the share of tradeables relative to non-
tradeable goods in the production structure.

In contrast to the structural stagnation of exports the share of imports to
GDP has rise from 8.4% in 1972/73 to 15.5% in 1987/88 [1]. This rise in the
share of imports might under certain circumstances have contributed to the
acceleration of economic activities through higher levels of investment.
Unfortunately the 1980's has witnessed a decline in the rate of investment
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to GDP in the national economy. Gross investment has declined from
15.9% in 1980/81 to 11.8% in 1987/88 [2d]. This decline in investment
has reflected the decline in the share of external resource inflows to GDP
which fell from a peak of 12% in 1981/82 to 5.7% in 1987/88 [2d]. This
indicates the symbolic link between investment and development in the
Bangladesh economy and the level and importance of aid coming in to the
country. The decline in the share of aid to GDP is thus related to the decline
in investment activity in Bangladesh which in turn reflects the stagnation in
the national economy in the 1980's.

Slow down in aid disbursements :

Aid commitments to Bangladesh have been declining steadily in
absolute terms from a peak of $ 1.98 billion in 1984/85 to $ 1.53 billion in
1987/88 [2d]. High absolute levels of aid commitments have unfortunately
been matched by poor aid utilisation so that the disbursement to pipeline
ratio, the rule of thumb measure for estimating aid utilisation has falled from
117.5% in 1974/75 [2b] to 115.7% in 1980/81 and finally to 87.4% in
1987/88 [2b]. The latest figure is itself a slight improvement compared to
the 80% registered in 1984/85 when aid commitments to Bangladesh were
at an all time record.

These trends in aid flows suggest that high levels of aid to Bangladesh
have not been as effectively utilised as they might have been. The aid in
the pipeline has now swollen to an estimated $ 5.9 billion by mid-1989
compared to $ 2.45 billion in mid-1980 [2d]. Donors have in fact been
cutting back on aid commitments to Bangladesh in recent years both on
account of the high volume of unutilised aid in the pipeline and the much
tighter global situation in the developed world governing aid transfers to
developing countries.

Declining investment and savings rates

This cut back in aid flows has both contributed to and resulted in
reduced levels of investment in the Bangladesh economy in the 1980's
~ and particularly in the last 4/5 years. During this period total fixed
investment has been virtually stagnant in the productive sectors of the
economy. Between 1982/83 and 1986/87 the real value of fixed
investment in acquisition of capital goods has declined in absolute terms
from Tk. 12.9 billion to Tk. 11.7 billion [9]. Increase in investment has in this
period been accounted for entirely by the increase in construction of pucca
houses which rose from Tk. 12.7 billion in 1982/83 to Tk. 23.5 billion in
1986/87 [9).
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Low levels of investment activity have reflected the declining trend in
the rate of both public and private domestic savings. In 1987/88
Bangladesh's total savings/GDP ratio was 2.28%. This low rate of savings is
one of the lowest in the developing world. Only a few heavily externally
dependent economies such as Burkina Faso, Mozambique, Somalia and
Lesotho in Africa and the Yemen Arab Republic and Jordan in the Arab
World, who have high aid flows and migrant remittances, have in recent
years registered negative savings. Bangladesh's savings record is thus one
of the poorest in the world [2].

Low rates of domestic savings reflect both high levels of public and
private consumption to GDP as well as a weak tax effort. Thus the share of
tax to GDP has remained virtually unchanged at 7% as between 1975/80
and 1983/84 to 1987/88 Bangladesh's tax/GDP ratio again remains one of
the lowest in the developing world. For all developing countries for which
data is available only Uganda, Sierra Leone and Bolivia had lower tax/GDP
ratios than Bangladesh.

Whilst the tax effort remains weak current public expenditures on
revenue account have gone on increasing at a faster rate than ADP
expenditures. As between 1980/81 low domestic savings have to some
extent been compensated by migrant remittances. But these inflows have
largely been directed to sustaining higher levels of current consumption
and investment in real estate rather than underwriting new investments.

Extent of aid dependence

Low levels of domestic savings have meant that development activity
has remained massively dependent on aid inflows. As between 1982/83 to
1988/89 aic has financcd virtually 100% of the ADP and in 1987/88
financed 108% of the development budget [2e]. This figure would be
higher if a number of items normally included in the recurring revenue
budget had not been transferred to the ADP. This suggests that in real
terms the annual revenue budget has for several years been generating no
surplus so that our development programmes, have ramained in fact
completely underwritten by aid even when we show a revenue surplus.
Between 1984/85 and 1987/88 the share of recurring to total public
expenditure increased from 35% to 47%, whilst that on capital expenditure
fell from 52% to 46% [2e]. The incapacity to curb the rise in recurring
expenditures or to stimulate increases in public revenues has meant that
pressure on the public budget has been becoming more severe every
year.
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The continuing incapacity of the economy to generate a surplus on the
revenue account of the government-means that in spite of the stagnation in
public expenditures, the entire ADP continues to be underwritten by
foreign aid. The ADP for Bangladesh cannot be framed in any year without
reference to the aid commitments made in the donors’ consortium meeting
in Paris in April every year. This is not a new phenomenon but shows that
over the years there has been no decline in our levels of external
dependency to sustain our development effort. This leaves us more
vulnerable than ever on donor pressures to direct our economic policies in
keeping with the ideological and political orientation of our principal donors.

INDUSTRIAL POLICY
Donor influence on economic policy
Bangladesh's heavy and unrelieved aid dependence has meant that in
critical areas of policy we have surrendered our initiative in policy making to
our principal donors. This is not to say that the policy orientation of the
government of Bangladesh (GOB) may not be congruent with the views of
the donors or that policies emanating from donors may not be perfectly
sensible. There is no'denying that in a number of areas donors have given
quite sound advise designed to pursuade the GOB to improve its
economic management and reorient some of its policies. What is however
more questionable is the fact that most such policy initiatives originate with
the donors when in fact the GOB itself should be taking the lead in
redirecting its development strategies and improving the performance of
the economy. In the last decade virtually all the documentation relating to
changes in policy with regard to privatisation, public sector reforms, pricing
and subsidy policies, public expenditure and resource management, anti-
poverty policies, monetary reforms and realisation of structural adjustment
policies as well as innumgerable sector level policy and institutional changes
have originated from the principal donors. The World Bank, IMF, USAID in
particular but also the Asian Development Bank, the UNDP and to a lesser
the Scandinavians, Canada and Netherlands, known as the like minded
group (LMG) have in varying degrees been the prime movers in giving
direction to economic policy in Bangladesh. Donors are tending to become
ssprogressively disenchanted with our capacity to effectively utilise aid and
our capacity to manage the economy and are becoming more aggressive in
imposing policy conditionalities as the price of continuing aid [6].

More research and public debate both on the principle of leaving the
direction of our economy to the donors and on the actual merits of the
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various policies originating from particular donors remains an important part
of the country's agenda. It is arguable that donors, whose experience
derives from a global perspective are not always sensitive to the political
compulsions and social conditions of particular cou ntries so that their policy
prescriptions are not always the most appropriate for the circumstances ofa
country. But unless a country can identify its own priorities to put its house
in order, can generate domestic resources and can mobilise public backing
for its policy initiatives, donors will continue to fill the vacuum left by the
incapacity for a country's own policy makers 10 assert its own sovereignty.

Bangladesh's dependence on donors has meant that the ideological
compulsion of particular donors has become an important variable in critical
areas of domestic policy. In the remainder of this paper we will briefly look at
the particular direction given to Bangladesh's industrial policy and will argue
that this policy orientation has delivered few goods and may well be at the
root of the malice which has constrained the performance of the industrial
sector in the 1980's.

Donor directed industrial policy

Since the 1970's the donors have been pressurising Bangladesh to
restructure their industrial policies. The principal recommendations of the
donors which incorporate the standard structural adjustment policy
package prescribed by the World Bank and IMF for most Third World
countries, may be summarised as follows :

(i) Privatisation of the economy. This has meant the disinvestment of
public enterprises under the control of the public corporations,
denationalisation of enterprises taken over in 1972 and privatisation of the
distribution of public goods such as fertiliser.

(i) Import liberalisation of the economy by reducing quantitative
restrictions on imports and the level of tariff protection for domestic
economic activities.

(iii)y Greater exposure of the economy 10 market forces as a basis for
allocation of resources, in price determination and distribution of public
goods.

(iv) Privatisation and deregulation of financial markets.
(v) Elimination of subsidies on public goods.

(vi) Exchange rate adjustments designed to keep Bangladesh's exports
globally competitive.
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Industrial policy redirection

Most of these reforms have in varying degrees been put into effect
since the mid 1970's. In the industrial sector, the process of privatisation of
economic activity has been one of the most extensive in the world,
matched only by the programme pursued by Chile under the military regime
of General Pinochet. To date in Bangladesh 640 enterprises have been
divested/denationalisation since 1972 [2g]. This process of disinvestment
was begun in 1972, accelerated since 1975 but reached its peak after
1982 when under the New Industrial Policy (NIP) 1982 and the Revised
Industrial Policy (RIP) of 1986 privatisation process was quite dramatically
escalated.

The promotion of private enterprise of course does not begin or end
with privatisation of public enterprise but includes opening up areas
hitherto reserved for the state to private enterprise and channelling public
resource to promote private economic activity. Since 1977 over Tk. 1000
crores in loans and equity support from public development finance
institutions have gone to private entrepreneurs to finance industrial
investment. The opening up of private participation in foreign trade,
banking and insurance has furthered the process of privatisation.

Policy interventions to, encourage both foreign and’ domestic
investment have accompanied the institutional reforms and financial
ssupport invested in promoting private economic activity. A variety of
measures from tax holidays, fiscal incentives of a general, sectoral and
regional nature and liberal provisions for encouraging foreign investment
have been enacted. The NIP and the RIP are in that respect unusually
generous in measures to lower the costs of investment, to encourage profit
making and to promote new investment or reinvestment.

Complaints about bureaucratic impediments to investment have been
progressively tackled. Inordinate delays in loan sanction, in permission to
set up industries, in obtaining the benefits of fiscal concessions or in
accessing infrastructure services such as power, gas, water and
telecommunications connections have been improved. The recent
introduction of a one stop service in the Board of Investment (BOI) is meant
to be the ultimate institutional effort to resolve all constraints to private
investment. Whilst private entrepreneurs continue to complain about the
inadequancies of government in supporting economic activity there is little
doubt that in the 1980's the policy regime to support private economic
activity has been most favourable [1].
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Weakness in policy design and implementation

Few of these policy initiative under the NIP and RIP represent a
qualitative break through in promoting industry. They are in varying
degrees to be found in the policy packages introduced by the Ayub regime
in Pakistan in the 1960's and in varying degrees by successive regimes in
Bangladesh and in most other countries in Asia. Recent changes in
industrial policy have thus been in degree rather than kind. These policies
however retain the deficiencies experienced in the past in Bangladesh,
Pakistan and other Asian countries. Many measures overlap and cancel
each other out whilst the policies are meant to signal clear priorities they do
not clearly do so. The policy regime pursued by the government in the
Republic of Korea, Taiwan, India, Brazil, China, Mexico and even Pakistan, -
the leading newly industrialised countries (NICs), intervened much more
purposefully to both influence the volume and direction of industrial
investment. They all had clearly identified industrial strategies, backed up
by resource commitments, direct countrols on investment and public
enterprise investments on a large scale to realise investment goals in the
industrial sector. Variations in the results of such interventions reflected the
quality of state intervention rather than its direction and orientation.

Impact of industrial policy reforms on private industrial investment

In Bangladesh there is obviously a big gap between policy intent and
bureaucratic performance. But allowing for this the enabling conditions for
investment in industry in the last 12 years or so have been no different
than that which prevailed in Pakistan in the 1960's or in India over the last
30 years. Whilst we may hope that the BOI will improve clearance
procedures somewhat there is no reason to believe that a great dea! more
can be done than has indeed been realised through the NIP and RIP in
policy measures to promote industrial investment. The problem that we
however face today is that in spite of the veriety of concessions on offer,
the liberalisation of the economy and indeed ready access to term loans
and cash foreign exchange through the secondary exchange market, the
outcome of a decade of industrial policy has been far from encouraging.

If we look at industrial investment, we see that in the private sector there
has been an absolute decline in real terms in fixed investment in
manufacturing from Tk. 43.65 billion in the five years 1976-81 to Tk. 35
billion in the period 1981-82 to 1985-86 [1]. If we look at more recent
trends reported by the Planning Commission, nominal private investment in
manufactures declined from Tk. 4.57 billion in 1983-84 to Tk. 2.67 billion in
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1987/88 [1]. We may put these figures in some global perspective when
we realise that in a single town in India, Ludhiana, in the heart of strife torn
Punjab, in 1988 Rs. 5.34 billion was invested in private industry [10]. In
Bangladesh taka this comes to Tk. 10.68 billion, compared to private
industrial investment of Tk. 2.67 billion for the whole of Bangladesh in the
same period.

Stagnation in public industrial investment

The stagnation in private manufacturing investment has not been
compensated by increase in public industrial investment. Apart from
Investment in the fertiliser industry very little new public sector investment
in industry is underway [2g]. In other public sector Corporations most of the
investment is for balancing and modernisation. This virtual sensation of
public sector investment in manufacturing is in marked contrast to the pre-
liberation trend in industrial policy where the public sector pioneered the
industrialisation of Bangladesh both through direct investment and through
support to private enterprise in the jute industry first in the 1950's and then
in the 1960's [3]. Between 1962-70 PIDC/EPIDC set up or helped to set up
76 modern industrial enterprises. At liberation EPIDC controlled 53 public
enterprises with assets valued at Tk. 2.1 billion in 1969/70 values which
amounted to 34% of fixed assets in the manufacturing sector compared to
18% held by Bengali private enterprises. Virtually the entire base for an
intermediate andcapital goods sector in Bangladesh was set up by EPIDC.
The manufacture of steel, fertiliser, heavy engineering, ships, heavy
vehicles, electrical goods, paper and newsprint, chemicals all of which
helped to sustain a programme of industrialisation were set up inthe 1950s
and 1060's. It is precisely in these sectors where investment has been
negligible since liberation. The contraction of investment in ine public
sector has not been compensated by corresponding private sector
investments in most of those investment areas associated with EPIDC.

Stagnation in industrial production in the 1980's

The stagnation in industrial investment has been matched by stagnation
in industrial production. Available evidence shows that if we use the
disturbed period of 1973-74 as our base year, by 1987/88 the index of
manufactured output had risen only by 51% [2d]. Indeed between
1981/82 and 1987/88 manufacturing production has increased by only 8
points. Out of 38 major industries production as between 1981/82 and
1987/88 fell in 15 industries. Among the 23 other industries which
registered growth only 5 industries, flour milling, lamps and bulbs, rubber
products and two public sector industries, newsprint and fertiliser,
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registered sustained growth. All other sectors registered quite unstable
growth.

About the only new sector to register substantial growth was garments,
where both investment and output growth has been most promising and
the industry has now emerged as the principal commodity. exporter of
Bangladesh. However value added from this sector is in the range of
25.30% and the domestic linkage is negligible so that about 70% of export
earnings go out of the country to finance intermediate imports. If indeed we
allow for leakages of imports of cloth into the domestic retail market net
foreign exchange earnings from garment exports could be as low as 10-
15% of gross exports. This fact does not decry from the employment
generating role of the industry or of its value as a nursery for private
entrepreneurial development.

There is obviously some unenumerated economic activity in terms of
both investment and output in the small scale and rural industries sector,
which is not fully captured in the data provided in the BBS, in the Census of
Manufacturing Industries or from the office of the Director General of
Industries, though the HIID study does as far as possible take this sector
into account in its investment estimates. More research needs to be done
here. Limited evidence based on research on the handloom industry [8],
and the engineering industry [7] indicates that in such areas as Dolai Khal
and in the rural areas manufacturing activity based on internal surplus
generation, informal credit markets and self reliant technological innovation
has led to growth and investment.

The modest performance in the manufacturing sector in terms of
investment and output cuts across both the nublic and private sector. The
available evidence shows that private industrial output has stagnated. The
HIID study shows that for a common set of industries examined during the
period 1975/76 to 1983/84, production barely increased from Tk. 6.73
billion to Tk. 6.94 billion whilst employment increased from 163,306
workers to 163,664 workers. This does not suggest a very dynamic rate of
growth in these enterprises. In these same establishments, reviewed over
the same period, value added fell from Tk. 3.16 billion to Tk. 2.52 billion but
value added per worker fell from Tk. 19,355 to Tk. 15,370. The emergence
of new establishments during the 1975-84 period might have centributed
at the margin to some increase in output employment but there is no
evidence that this has significantly compensated for the sluggish
performance of units operating over a 10 years period.
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Poor debt servicing trends in private industry

The poor performance of private industry is further reflected in the poor
debt servicing performance of those enterprises which borrowed from the
DFls to set up their industries. As between 1977-78 and 1986-87, the loan
recovery rate in the DFls, measured as cash recovery {0 Total Recoverable
Amount (TRA) fell from an already low figure of 14.6% to 7.5% in 1984/85
[5]. After an aggressive drive to recover loans there was a modest gain in
TRA. in 1986/87 and 1987/88 but this still remains below 10%. About 90%
of all borrowers remain in default to the DFIs. The crisis in the DFls has led to
a suspension of loan commitments and disbursements by the principal
external sponsors of the DFIs, the World Bank, ADB and KFW Bank in FRG.
As a result DFI loan sanctions have fallen from a level of Tk. 6.88 billion in
1977/78-1981/82 to Tk. 4.10 billion in the period 1982/83 to 1982/83-
1987/88 [2a].

This recession in loan sanctions reflects the impact of the funding freeze
by the principal donors to the DFls and the inadequacy of the loan recovery
performance and institutional reforms in the DFls to warrant resumption of
new lending by the donors. The decline in DFF lending may be seen as one
of the principal reasons for the slow down in private manufacturing
investment in the 1980's. The decline in invetment and the defau't to the
DFls derive from the failure of the private entrepreneurs to generate
enough profits from their investments.

The crisis of repayment reflects the poor trends in output, employment
and investment growth afflicting private industrying the 1980s. Whilst some
DFI borrowers may be classified as deliberate defaulters, who have been
encouraged in their default by the lax approach to debt recoverv by the
GOB, most defaults tend to originate in the weak operating performance of
most borrowers. This weakness stems from the lack of entrepreneurial
background which has meant both inefficient choice of projects and poor
management [5]. However such weakness is compounded by poor project
appraisal, political interference in loan approval decisions, weak loan
supervision and some malfeasance in collusion between borrowers and
officers of the DFls, which have constrained effective portfolio
management. An adverse market environment originating in demand
deficiency, market imperfections, whereby competition from both officially
liberalised imports and illicit imports tends to constrain entrepreneurial
performance. Whilst there has undoubtedly been some investment and
employment generation in private manufacturing and some definite
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success stories as in garments or in same Dolai Khal type activities, the
general record of performance in the private sector has not been very
distinguished.

Performance in public sector industry : the 1872-75 period

The record in the public sector manufacturing enterprises has been no
better than in the private sector. Apart from the fertiliser industry where
output has grown quite significantly due to both capacity expansion and
high rates of capacity utilisation, performance in most other public sector
corporations remains poor. In the really difficult days of 1972-75 when the
nationalised industries were having to recover from the trauma caused by
the withdrawal of the Pakistani entrepreneurs with the sudden increase in
the managerial responsibilities of the public sector whose management
share grew from 53 units to 392 enterprises in one year, 9 out of 11 public
sector corporations registered sustained and in some cases quite
significant increases in production over three years as between 1972/73 to
1974/75 [3]. Two corporations, Jute and Fertiliser, Chemical and
Pharmaceutical (BFCPC), which had significantly increased output in
1973/74 faced a down turn in 1874/75 due in the case of jute to adverse
global market conditions and in the case of BFCPC, due to the shut down

Contrary to popular mythology, most public corporations in the 1972/75
period had managed to realise some profits. The Textile Mills Corporation,
the Shipbuilding and Engineering Corporation, the Food and Allied
Industries Corporation and the Forest Industries Corporation all registered
profits in all three years. The Sugar Mills Corporation and Steel Mills
Corporation turned losses in 1972/73 into profits in 1973/74 and 1874/75,
whilst the BFCPC which had registered profits in 1972/73 and increased
this four fold in 1873/74 reported an aggregate loss in 1974/75 due to the
closure of the Ghorasal plant. The only two corporations which actually
registered continuous losses were Jute and the Paper and Board
Corporation. In the case of the former the problem lay both in the
management gap and the adverse global market circumstances whilst in the
case of BPBC the problems lay in the poor performance of the Khulna
Newsprint Factory, which had not only lost its principal market in West
Pakistan but also needed a complete overhaul of its 15 year old plant.

It is now-a-days fashionable to talk about how the nationalised sector was
in a state of total collapse in the 1972/75 period. But the record speaks
quite differently. On aggregate as between 1972/75 there was sustained
growth in the output of the nationalised sector and in 1974/75 the index of
production had surpassed the 1969/70 figue [3]. Most corporations in the
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initial period were headed by dedicated professionals who had been
brought in from the private sector or had distinguished backgrounds in
public sector management. They built up a management structure,
established some discipline and organisation, began to overhaul long
neglected plants inherited from the private sector. These developments
were all accomplished under quite adverse circumstances, where top and
middle management and even shopfloor expertise occupied by the
departing Palestinians had to rebuilt, war damage had to be repaired, lost
markets in Pakistan had to be recovered elsewhere. The global economic
crisis disturbed Bangladesh's markets, led to quite severe adverse
movements in the terms of trade which contributed to severe foreign
exchange shortages which in turn made it difficult to operate plants at full
capacity or to carry out plans for modernisation.

The operating environment for public enterprise in the 1972/75 period
was far from favourable. The debate on autonomy for the nationalised
sector, unresolved issues over how to distribute the surplus of the sector,
the unsettled labour situation and many other problems faced by a newly
emerged nation in transition make it something of a miracle that this much
progress was achieved. If indeed one compares the performance in
Bangladesh to other post-war, posi-revolutionary societies, the recovery in
the state controlled industrial sector was indeed quite creditible. This is not
fo say that significant deficiencies in the nationalised sector did not exist or
that much more could not have been accomplished had many of the
recommendations put forward at that time by the Planning Commission and
the Corporations been accepted and implemented {3].

Trends in the public sector after 1975

If we however look back to the 1972-75 period this really set the stage
for a significant regeneration of the industrial sector in the second half of
the 1970's. Unfortunately since 1975 public policy remained uncertain
about the very future of the public sector and until 1982 vacillited between
the idea of disinvestment and denationalisation. This is not the place to go
into development of the nationalised sector in this period. Suffice it is say
that some improvements took place as plants were modernised and the
environment became more settled. Indeed by 1979/80 and 1980/81 the
chronically ill Jute Mills Corporation turned in significant profits so that a
move to denationalise the jute mills in 1979/80 had to be put on hold. On
average in the period 1975-80, Sugar and Food, now merged, and Steel
and Engineering now merged, registered some profits [2g]. In the 1980/85
period, Sugar and Food, Chemicals (now backed up by new plants in
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commission), FIDC and the Petroleum Corporation registered some profits.
But jute continued to lose money and textiles, which had once been a
profitable sector up to 1975, became a chronic loss maker.

The 1980's have in general not been a very satisfactory period for the
nationalised sector. The move towards disinvestment and denationalisation
in 1982 gave the sector a sense of impermanance which has severely
affected morale and led to a gradual loss of managerial expertise to the
private sector. In the most recent period, 1985-89 only the fertiliser industry
has registered steady growth because of capacity expansion and the BCIC
has registered profits every year between 1980/81 and 1987/88 except in
1986/87 [2g]. However this conceals the fact that the paper and board
component of the BCIC has registered significant losses in recent years.
BFIDC which had been quite profitable in the 1972-75 period has in the
1980's registered steady if modest profits. However BSFIC which had until
1983-84 been a quite profitable corporation has since been steadily losing
money and sugar production which had fallen to only 83,000 tons
registered in 1980/81. BSEC which had again shown some profitability in
the 1970's has since 1981/82 been a chronic loser. The GEM plant, the
-Machine Tool Factory, the cycle factory, the three boat building/repairing
Itacilities have been chronic losers whilst the once profitable Diesel plant
has shown losses in recent years. However the Chittagong Steel Mill,
Eastern Cables, Progoti and National Tubes remain profitable [2g].
Regretably the jute and textile mills remain big losers. The BTMC went
though a prolonged decline in its performance since 1975. It had
registered some profits in the post-denationalisation period 1982/83 to
1984/85 only to see this replaced by rising losses in recent years.

Comparing performance in nationalised and denationalised enterprises
Significantly enough the much weakened BTMC mills remain more
profitable than the denationalised textile mills which hgve on aggregate
registered losses in every year since 1983/84, the year after
denationalisation. In only one year, 1985/86, were losses per operating
spindle incurred by denationalised textile mills less than those incurred by
BTMC which indeed made a profit between 1983-85. This observation on
profits is ‘evident from the fact that both output per loom and output per
spindle has in the five years 1982/83 to 1987/88 been higher in the mills
under BTMC compared to the denationalised textile mills. This does not
mean that individual denationalised mills have not registered significant
improvements in performance. But the evidence on aggregate remains
noticeable poor in the private mills which is somewhat surprising given the
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diteriorating circumstances of the BTMC.

The performance in the BJMC continues to deteriorate. Annual average
losses registered in 1985-89 were Tk. 1.1 billion. It is however significant
that as in the case of textiles the denationalised jute mills have also made
chronic losses. Indeed as between 1983-84 to 1987-88 the operating loss
per ton of output was consistently higher in the denationalised mills
compared to those under the BJMC.

The evidence suggests that in the 1980's the accelerated
denationalisation of industries has provided no panacea to the problems of
the manufacturing sector of Bangladesh. Where comparable evidence
exists, with few distinguished exceptions, there has been no evidence that
privatised’ enterprises have improved their performance since
disinvestment/denationalisation or as in the case of jute and textiles, have
performed better than the nationalised sector. The overall stagnation in
output and investment in the manufacturing sector in the 1980's suggests
that the industrial sector has remained captive to deep seated problems
which were not curable by privatisation which may have to some extent
aggravated the problems in some of the industrial sectors.

The impact of industrial policy reforms on industrial sector performance
The stagnation in the industrial sector in the 1980s appears surprising in
view of the wide range of policy interventions associated with the
introduction of the NIP in 1982 and the RIP in 1986. Such measures were
designed to stimulate private investment and provide incentives for
efficient production and reinvestment of profits. The investments of the
1976-81 period should have been in place to benefit from these measures.
An attempt has been made in the HIID study to quantify the impact of policy
measures designed to support industrial development [1]. This measure,
termed the Effective Rate of Assistance (EPA) incorporates not just the
effects of protectionist trade measures but also the effects of fiscal
" concessions and subsidies in the costs of capital and other resources.
The HIID study indicates that an improvement by one third in ERA took
place between 1983-86, a period which coincides with the NIP. But in 1987
and 1988 the period of the PIP there was some contraction in ERA which
coincides with the introduction of measures of import liberalisation after
1986 as part of the package of structural adjustment support negotiated
with the World Bank. The Effective Rates of Protection (ERP) fell between
1987 and 1988 compared to the 1985/86 period. The quantitative analysis
-in the HIID study however establishes that neither the NIP or the RIP in any

129



Bangladesh Journal of Political Economy,

noticeable-way impacted on either manufacturing investment or efficiency
[1]. The conclusions from the study indeed suggest that such extensive
assistance to industry may have negative effects because they protect
enterprises from competitive pressures. The persistence of a social
environment where it is more profitable to trade than to invest in industry,
the persistence of various controls and the constant use of public policy
and resources as instruments of patronage rather than as stimulants to
economic efficiency, are seen to be conducive to rent seeking behaviour
on the part of industrialists [1].

Import liberalisation and industrial performance

It is open to question how far such protective interventions have
inhibited entrepreneurs from becoming more efficient. It could be argued
that the liberalisation of the economy at period where industrialisation was
expected to taken root would have a negative effect on performance.
Prospective investors tend to hesitate to enter industries where exposure
to external competition is likely to persist. Most entrepreneurs, public or
private, crave protection. Once they set up capacity they are reluctant to
face’ competition particularly from imports. In contrast they want ready
access to foreign exchange for their intermediate imports which is now
provided by the widening secondary foreign exchange market. Access to
imports of capital goods is also demanded though credit provided either by
the DFls or now by commercial banks. In the last year 1988/89 it was
recently reported by the Finance Minister to Parliament that nationalised
Commercial Banks (NCB) provided Tk. 138 crores in term loans to the
industrial sector.

It is significant that ERA's are biased towards import substitution and low
10 negative for export oriented industries and low for non traded sectors
such as agriculture, livestock, construction, power and services [1]. There
is obviously little rationality in our policy interventions which appear to
derive from ad hoc initiatives rather than a clearly thought out strategy of
industrialisation.

High rates of ERA to import substituting industry can be neutralised by
smuggling. However the incentive to smuggle all varieties of goods varies,
so that some products such as textiles or other more portable consumer
and intermediate goods come in more readily than machinery or others
capital goods. Transport vehicles carry large duties in many countries but
we do not see the streets overrun by smuggled cars. The argument
therefore that high ERAs will inevitably be neutralised by smuggling is a
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fallacy. In such circumstances it makes sense to protect industries to build
up some management capability as well as capital.

South Korea, Taiwan and other NICs could not have built up their initial
industrial base without resort to protection. The period of rapid
industrialisation when an essentially non-industrial economy lays the base
for industrialisation by raising its share in GDP from under 5% to 15%
should be a phase where imports of directly competitive goods are
discouraged as a measure to conserve foreign exchange, to internalise the
linkage effects of economic development and to buildup inVestible
surpluses in the industrial sector. The transition to export of manufactures
derives from an established industrial base built around import substitution
when the share of manufactures to GDP can rise from 15% to 30% or more.

REDESIGNING INDUSTRIAL POLICY IN BANGLADESH
Lessons from the NICs

The problem with our industrial policy is that it has provided a variety of
incentives to promote industrialisation without a strategic vision to underlie
the direction of our industrialisation. There is an implicit belief that the
market will provide the correct signals to any prospective industrialist who
simply needs to be providend with loans and fiscal concessions to react to
market forces. It is worth pointing out that ROK, India, China, Brazil all had a
clear vision of the direction of industrialisation. India and China took clear
decisions in the 1950's to build a capital and intermediate goods sector 1o
sustain future industrialisation.

ROK took a clear decision in the 1960's to encourage labour intensive
manufacturing exports. It took another decision in the 1970's to build up a
capital and intermediate goods sector for diversification of its export base. It
used fiscal incentives, credit controls and direct public enterprise
investment, as well as ordering the rationalisation of some industries with
excess capacity. Even Singapore took a positive decision in the 1970's to
move out of labour intensive industry to capital and skill intensive
industries. In most of the NICs the phase of export promotion coincided
with a protectionist regime for goods serving the domestic market. Even
today you will find, in a relative sense, few imported cars on the streets of
Seoul compared to Dhaka, Manila or Jakarta. This has meant that the
Koreans built up their automobile industry in a grotected market and then
positioned it for entry into the export market where it is today emerging as
one of the most dynamic exporters. But they still managed to keep the
automobile industry reasonably competitive during the period when they
served the domestic market.
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Redirecting industrial policy in Bangladesh

In Bangladesh we enjoy the worst of all worlds. We discriminate against
exporters but do not create a sufficiently dynamic or protected domestic
market to promote import substituting industrialisation. As a result su rplus
capacity accumulates and imports flood the market. To this extent the
donor sponsored adjustment policies designed to liberalise our imports
may have quite the opposite effect by arresting the process of
industrialisation before it has realised its full potential for import.substitution.
This process may not be compensated by export oriented industrialisation
since the global market for manufacturing exports from newcomers such as
Bangladesh is much more constrained than it was for the East Asian NICs
when they entered the market in the 1960's.

In any case the dichotomy between import substituting and export
oriented industrialisation is quite false. Bangladesh will need to go though a
phase where it services a large part of its domestic market needs both
current and projected. We can meet this need whilst giving incentives for
export. But as in the case of Korea, if we want to make headway we will have
to develop an export strategy where we will have to develop specific
industries for this purpose and will have to target them to specific export
markets. This will demand a much more purposeful and interventionist role
for the government than has been the case so far. Such a strategy will have
to learn how we can promote exports concurrently with guaranteeing
markets for domestic manufactures. We will have to recognise that the
domestic market is itself limited by the poverty of the population and the
inegallitarian development strategies we follow. Available research
evidence indicates that a dynamic rural economy wherein, reside the
majority of our population can sustain a major industriafisation programme.
One study indicates that a 3.5% growth rate in the rural economy could
sustain an industrial growth rate of 9%. That this has not happened in
Bangladesh indicates that the impact of higher rural economic activity is
being leaked out abroad, is being diverted to nonindustrial uses or is simply
not being met by domestic industry and thus remains unsatisfied.

Lessons from Chinese experience with rural industrialisation

Here the Chinese model is worth bearing in mind. China is today the
most industrialised developlng country and is the seventh largest industrial
power in the world. lts manufacturing sector grew at 9.5% per year between
1965-80 and 12.6% between 1980-86 [2c]. Only ROK has sustained as
high a growth rate for so long and in the 1980's China grew at an even
faster rate than'Korea. This extraordinary growth has been sustained by
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the dynamism of the rural economy and market in China and a strategy
which internalises all the growth impulses from high rural and industrial
growth not just though domestic manufacturing growth but though rural
industry which has grown at an even faster rate than urban industry.

The

design for new industrial policy for the 1990s

What conclusions does this leave for reformulating industrial policy in
Bangladesh, we may summarise below the main features of such a policy

desi
i.

gn.
We need to pursue a rural oriented development strategy which
enhances employment and purchasing power for the poorest

"segments of the population. This will not only expand the market for

domestic industry but since the demand structure of the poor is more
oriented to local products it will internalise the spread effects of
growth.

We need to design an industrial strategy for the 1990's which clearly
identifies industries to be developed to serve the domestic market
and those to serve the external market.

For export oriented industries such as garments we should focus on
investments in promoting backward linkages so that within the next 5 -
years around 80% of the foreign exchange lost in importing fabrics
and other inputs for garment exports is domestically manufactured.
This should include a definite programme to both modernise and
organise the handloom sector to service the garment exporters.

In the next 10 years we should be manufacturing the spinning
machines and other equipment which provide the base for the
garment sector. To the extent that we can diversify our garment
exports a target of $ 2 to 3 billion is quite feasible and to the extent that
we can develop backward linkages much of these earnings can be
retained within the country to sustain a dynamic textile and machine
building industry.

To sustain a process of backward and forward linkages we must
strength our engineering industry. This must initially be directed to
ensuring full capacity utilisation of the existing enterprises by curbing
indiscriminate aid financed imports. The entire rural electrification
programme should be built around the manufacturing capacity of the
GEM plant. The irrigation programme should be built around the
provision of a standardised set of engines provided in the Diesel Plant
and one or two other plants to ensure some diversity and competition.
But these should cater to the entire market and should be able to build
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up service facilities throughout the rural areas. Our engineering
industries, both the large scale and small scale units, should be
fabricating all irrigation pumps. The pipe mills should be meeting all
requirements for irrigation and the power sector. The cable plants
should be meeting all our wiring needs. The shipyards and dock
repairs facilities in the private and public sector should meet our entire
need for inland water craft and should be targeting to build some sea
going vessels.

A variety of other industries in the chemical and steel producing
sector, which are already in operation or are needed for meeting local
requirements for capital and intermediate goods should be identified.
The modernisation and growth of these sectors, measures to exclude
imports, to promote competition and to keep domestic monopoly
suppliers competitive should be part of such a development strategy
for industry.

Special emphasis must be placed on developing and modernising
rural industry. Here much can be learnt from the Chinese experience.
We must develop an industrial culture in the rural economy. Machine
shops to manufacture and service farm equipment, mini-cement plants
to meet building needs, forges and foundaries for metal work, should
be identified for development and located throughout the rural areas.
More important, policies to promote and protect such industries so
that their use within the local economy is guaranteed must be
designed.

Export oriented industries must be promoted. We should for this
develop 2 medium term (10 year) and long term (25 year) strateqgy to
see which industries will enjoy a global comparative advantage, the
market trends and sources of competition in these sectors and the
backward linkage potential of the industries. The GOB must then
ensure that such industries come up. Whether by credit targeting to
promote private enterprise, or direct investment in the public sector
the GOB must ensure through its commercial and political diplomacy
that markets for such products remain open or are vacated, by
agreement with our current competitors or that markets can be shared.
It must identify prospective foreign collaborators and sources of
financing and must intervene where needed to see that such
collaborative arrangements fructify. Today most of our attempts at
attracting foreign collaboration remain on paper. Very few of the
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vii.

viii.

innumerable memorandums of agreement with foreign investors end
up in a working venture. This requires a much more active role by the
government.

The state most once again assume the lead role in directing the
industrialisation of Bangladesh. Under pressure from our donors the
state has been progressively withdrawing from the industrialisation
process. This is quite in contrast to the experience of the successful
NICs where at the outset the state was the prime mover of the
industrialisation process and even today remains the strategic planner
and supervisor of the industrialisation process. The prevailing policy of

_just tinkering around with incentives, providing indiscriminate access

to public funds for private borrowers and letting both formal and
informal liberalisation undermine our industries is a recipe for the
deindustrialisation of Bangladesh.

The state should carefully review the privatisation programme. All
industries which have been disinvested or set up with public funds
should be kept under close scrutiny to monitor annually their
production capacity utilisation, sales, profitiability, exports, debt
servicing and payment of taxes. Each of these industries should be
incorporated into the annual industrial plan along with public
enterprises, where each enterprise should be given targets
developed through mutual consultation and performance at years and
measured against such targets. Industries set up with public resources
which default on debt or continuously make losses should be
disinvested to other private entrepreneurs, to workers, to community
organisations or even put back with the public sector.

Commitment of public resources to finance private investment must
be carefully calibrated to the industrial strategy of the country. Credit
rationing remains the most powerful weapon to purposefully direct
investment. Credit should be focused to promote small and rural
industry where owners equity and management are within their
capability and some risk is involved project appraisal by DFis must be
both quick and effective to ensure the viability of the project and must
not be vitiated by consideration of political patronage. Repayment
must be enforced and bankruptcy laws redesigned to ensure severe
sanctions against default. This will restore faith in efficiency and
competitive behaviour as the dynamic of private entrepreneurship.

The policy of indiscriminately winding down of the public sector must
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be reviewed. A commission should be set up to review why public
enterprises have not performed as well as they might and should
identify remedial steps to improve performance and to ensure that
they operate as commercially viable units totally free of bureaucratic
controls. The commission should look at the fate of all disinvested,
denationalised enterprises to see how they have performed under
private ownership. On the basis of this review and measures
recommended to improve public enterprise performance, the
commission should spell out a strategy for future growth of the public
sector. This shou!d specially focus on the role of the public sector in
developing capital and intermediate goods industries with high
forward and backward linkages and industries targeted for a break-
through in the export market.

Conclusion: The environment for change

We need to develop an industrial culture, where efficiency and
innovation are rewarded, where markets function, effectively but do not
substitute for a sense of strategic vision to underwrite the goals of
industrialisation. We need to ensure that entrepreneurs who invest their
own funds and demonstrate imitiative are not hindered in their enterprise
and are aided by public resources. In contrast rent seeking operators who
seek to appropriate public funds but do nat repay it are made accountable
to the people. We need to ensure that the state as entrepreneur and policy
planners becomes more purposeful, efficient and accountable to the
people. In this way we may hope to move Bangladesh on the path to
industrialisation by the 21st century.

To develop such a culture demands not just a redirection of industrial
policy but the reconstruction of a polity committed to preserving state
sovereignty, based on authentically representative institutions where work
rather than access governs the distribution of material benefits. This should
be the enduring lesson to us from developments in the world around us
today.
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POLITICAL ECONOMY OF SMI DEVELOPMENT
POLICIES IN DEVELOPING COUNTRIES

MUZAFFER AHMAD"

Policies are merely expressions of the basic nature of the state. In order
to understand the rationale of the p: icies actually implemented it is
necessary to examine the nature of the state. On the economic aspect we
consider three basic types: free enterprise economy, mixed economy and
planned economy. Within these types we differentiate between
economies with large domestic market and those with small domestic
market and further dinerentiate as to their external dependence in terms of
aid and trade. On the socio-political plane we initiallv classify them in terms
of the dominant group in tne management ot state, i.e, bourgeois
dominant, intermediate regime (coalition of small middle class interest) and
mass-based populist coalition. In the bourgeois group we differentiate
between those whose linkages with international capital and finance market
have made them less committed to national interest and those where such
a phenomenon is not present. In the second group, which is basically
transitional in nature, we diffrentiate between those with growth-first
orientation and those with equity-first pre-occupation. In the third group we
differentiate between dictatorial and domocratic types and further
differentiate them into stable and unstable regimes. Such a matrix provide
us with 96 topologies. We have to limit our focus on very large, medium,
small and household enterprises in the context of promotive and protective
policies of various types affecting the manufacturing sector.

In the bourgeois dominant policy and free enterprise economy where
domestic market is large (due to population and/or income level) and
international linkages (financial and commercial) of rulling class is
pronounced and external dependence is high, one would expect to see
the following: (1) liberal direct foreign investment (DFI) would be
encouraged unconditionally and through concessions for export and
import-substitution sectors and such enterprises would be large and/or
very large, (2) local private investment (LPI) in large and very large industries -
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in and around metropolis would be promoted through concessions and
protections, (3) public sector, however, may remain responsible for initial
development of transport and communication infrastructure, limited human
resources and skill development infrastructure and facilitatory services 10
help DFI and LP1, (4) no firm and systematic policy in respect of R& D
infrastructure, technology transfer, market development and financial
infrastructure may emerge, (5) SMis, in the laissez-faire context, basically
work to meet local needs of consumer goods and repair services with
largely scale-neutral low-investment technology and at times benefit from
trickle down and spreaa effect of growing VLI/LI sector whose economy
dictates firming out some production/service activities, (6) the bureaucratic
assistance schemes for SMI in the interest of dispersal and/or rural
epoloyment creation is likely to be less specific and insufficient in terms of
assistance needed. In summary, in such a situation the SMI would be a
residual sector and is unlikely to be guided by a defined policy which may
be called assistance by objective. It is more likely to be a policy in crisis or for
bonhomig in a patron-client environment or at best an assistance policy for
exception. In such a situation the dualistic structure of the manufacturing
sector will be strengthened and SMI share will decline and their relative
efficiency suffer increasing low entry and high failure rate.

A variant of the former is the case when the external dependence is low.
In this case, the dominant bourgeoisie, would prefer a kind of linkage with
international capital and finance that furthers their economic and political
power within and outside the national boundary. The invitation to direct
foreign investment is likely to be selective, on a partnership basis, seeking
access to management and technology on mutually beneficial terms. The
state will remain a bystander without a defined policy but centralization of
decision making in a manner that leaves DFI no other option but
cooperation on agreed terms. In order to cultivate mutual trust, as external
dependence is low and because of better control on home territory such a
cooperation is likely to start in import-substitution areas with prospects of
overseas extension. In order to make it costless, concessions and
protection for DFI and local investment would be defined in general terms in
the policy instrument and financial assistance would also be available. This
promotion and protection policy would be extended to private sector
investments, particuatrly in large sectors which generally enjoys favour of
institutionalized bureaucracy. Public sector would remain the primary
vehicle for development of infrastructural facilities and public enterprise
may also be promoted as risk-takers (sharers) and. providers of subsidized
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inputs. In such circumstances SMis are likely to be in the low-technology
consumer and service sector catering to local needs and policies and
institutions for their growth would continue to be generalistic and
ineffective except in those areas where LI in private or joint-venture sectors
need development of ancillaries, and sub-contracts out for improving their
own economic prospect. Thus SMIs are not likely to enjoy any extra
assistance and their entry and failure rate would be determined almost
entirely by local market conditinns including those of LI in private and joint
ventures.

In case where dominant bourgeois with international and financial
linkages faces a small domestic market with high external dependence, the
circumstances are likely to favour promotion of DFI for export purposes,
independently or as partners «d promotional and protective concessions
are likely to be made available. In the private sector, export industries as well
as import-substitution industries would receive protection and
concessions, though they are likely to favour initially the home market and
graduate through assistance and cooperation of DFIs into the export
market. However, if the small domestic market implies a comparative
advantage for a modern SMI, the private investment is likely to gravitate in
that direction. A small market due to low purchasing power but large and
dispersed population is likely to promote public sector programme and
assistance for development of SMI. Protection and promotion policies,
even if neutral, or nominal, would see a higher rate of entry, growth and
Success rates for SMlis. Public sector would continue to build limited
infrastructure facilities and there is likely to be no defined and effective
policy for R & D and technology transter. Lls, though few in numbers, is
likely to maintain their economic dominace if export-promotion and/or
import-substitution policies work to favour them which in this context seem
to be likely.

A variant of the former is the case where external dependence is limited.
In such a case the compulsion tor DFI is much less apparent and the only
rationale would be the desire for national bourgeois to reach out to them for
meeting their own economic needs and in exchange make concessions for
them in the domestic economy and rationalize them in terms of upgradation
of technology, management and the like. Thus DFI would be encouraged
on selective basis white LPI would be for import-substitution in medium or
even modern small scale industries for producing consumer, light
engineering and service-related products. PS would be confined to
building infrastructure and provide assistance and role of PE would remain
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limited to supportive and promotive sectors. However, in case of large
unemployed population, a PS programme for development of small and
rural industries in general terms would be in order.

The above discussion basically reiterates the well-known positions of
the free market ecnomy, i.e. small market promotes small enterprises and
large markets promote large enterprises and the domestic market barrier
can be broken through export promotion which may be assisted by foreign
collaboration. The domestic population size and unemployment situation
would, however, promote a situation to help promote local (modern but
mostly traditional) small and rural industries.

We intend to examine the same four cases with the change that we
replace internationally linked bourgeoisie by a nationally committed
bourgeois as the ruling class. This is likely to be the case in decolonized
countries which gained independence through negotiation led by national
bourgeois without lasting and effective mobilization but with a
determination of developing capabilities to replace old multinationals
effectively necessary for a regional and international role.

The characteristic of a national bourgeois is that they place their own
prosperity in the broader context of national development and not outside
instead of such a possibility. Hence the interaction with DFI is within the
defined context of national development and thus with a requirement for
augmenting growth potential of the country which, however, retains their
dominance as the vanguard class. The policy is oriented towards building
national capabilities in technology, entrepreneurship, management,
marketing and such other related areas. This programme to build national
capability through education at home and abroad though preferentially
restricted to dominant social class, has its spillovers through educational
programmes and production relations. In the quest for rapid development
at a minimum cost, the expansion of LI through protection and promotion
has to touch the SMIs in a planned interventionist manner or through the
market mechanism or both.

High external dependence with large domestic market for aid and trade
opens the interactive opportunity with MNC/TNCs for selective cooperation
with a conscious and clear policy of sharing management and technology.
The development of LI and modern SMI are encouraged as a process of
national development for creating broad industrial, and wherever possible,
technological base. It is supplemented by traditional and rural industries to
meet local needs. PS is effectively engaged in infrastructure building and
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PE plays a supportive role to LI. The promotive and protective policies in
terms of tax rebate, subsidy, concessional terms of loans and imports, etc.
are visible and vigorously pursued.

Low external dependence however allows for greater selectivity of
relations with MNC/TNC initially for effective import-substitution and
modernization of existing channels of production, though overtime export
requirement tend to assert its demand for collaboration. The basic policy is
oriented towards self-reliance in technical and technological capability and
foreign collaboration in technological and physical infrastructure tend to
take precedence over production facilities. Modern SMis are encouraged
for growth needs in general, but also as a coherent part of the externalities
of technological development. Large domestic market, particularly if
associated with large domestic population widely dispersed, allow for
development of dualistic industrial structure—traditional and modern—in the
SMI and rural industries sectors. This helps regional dispersal and
employment creation.

Smaliness of domestic market with high external dependence requires
augmentation of international competitive capability through linkages of
which partnership with DFls as per acceptable (but liberal) terms is a
neccessity as it helps promotion of management and marketing capability
along with access to technology. The policies tend to favour such
possibilities. However, the need for expanding domestic market as a fall
back position requires augmentation of domestic production oppprtunities
through complementary and supportive role that Lis can play in industry
and related sectors. Unless the domestic market expands, high external
dependence is likely to create relatively unfavourable climate for TNC
cooperation except in primary and processing sectors which might under
unfavourable conditions create negative inflow of foreign resources. A
nationally committed bourgeois therefore finds it imperative to promote
local SMls in an effort to broaden the domestic market which improves their
negotiation capability, independence and also create the broader
technological base.

Smallness of domestic market along with low external dependence on
the one hand create the need for outward expansion, on the other hand
allows for greater selectivity of collaboration with TNCs, but bargaining
power and capability remains limited. The outcome of these pushes and
pulls are dictated by the orientation of national bourgeoisie. An outward
looking group would opt for liberal DFI collaboration for export promotion
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with creation of backward and forward linkages wherever possible. An
inward looking group would put greater priority on domestic market
expansion through investment in production facilities in the case of private
and infrastructural and supportive facilities in the case of public. The
approach would be better coordination of efforts and SMIs would certainly
get preferential treatment for low investment risk, relatively simple
technological process, uncomplicated management and direct market
promotion possibility. The policies would cover both protective and
promotive approaches.

The reality of most economies is a mixed structure of public and private
ownership of productive resources and facilities determined by accidents
of history or by conscious policy decisions in the context of growth and
development needs dictated by social engineering process opted for or
selected by the dominant group. The economic rationale for public sector
intervention in production sector are market failures or entrepreneurial
deficiency and the justification for public sector operation has been
evaluated in terms of social costs and benefits. We are mostly concerned
with developing economies where the role of public sector has been
expanded either-through takeover of entrepreneurial compulsions
depending on the socio-political and socio-economic conditions. However,
the role of public sector vis-a-vis private sector could be supplantive
(primary), supportive (complementary), or complementary and non-
competitive in nature. In the bourgeois dominant mixed economies, the
public sector basically plays supportive-complementary role as suppliers of
subsidized inputs and/or buyers of outputs of private sector on a
preferential basis in addition to complementary activities in high-risk, long-
gestation, complicated technology sectors or nurture the sick industries of
private sector which suffered from non-maintenance or obsolescence.

When the domestic market is large, external dependence is high and
national bourgeois with significant international linkages are in control of
state apparatus, the public sector large enterprises appear throuth aid-
dialectics in high-risk areas without constraining profitable areas for DFI and
LPI in profitable import-substitution or export-promotion sector. In the
context of mixed economy, public enterprises and public sector adopt
policies and programmes for creating technological base throuth
upgradation of educational and training infrastructure from which DFI and
LPI benefit through mobility of skilled executives and workers involving a
subsidy for learning. The public sector programme also help promotion of
modern SMis as suppliers or users of intermediate product. However, SMis
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relatively enjoy less preference compared to LI and FEs, because of
relatively less access to finance and appropriate technology.

When the external dependence is less and domestic market is large in a
mixed economy, dominant internationally-linked bourgeois would tend to
create oligopoly in important profitable import-substitution sectors with
growth potentials by themselves or if necessary in collaboration of FEs.
Public sector enterprises would be given the role in high-risk, high-
investment, complicated technology areas for creation of its viability and
development of external linkages. SMIs would be mostly on their own and
survive competition in protected local niche or in areas of supportive
linkages with LI. The entry and survival rate would be low unless supportive
action to reduce unemoloyment and decelerate deteriorating social
condition are undertaken.

When the domestic market is small and external dependence high, the
internationally linked bourgeois is likely to opt for vigorous export
promotion sector with the help of DFI (or even look for opportunities to
invest abroad). In the private sector, SMis are likely to be dominant and
enjoy promotive and protective support. The public enterprises would be
entrusted with the task of investing in high-risk, high-investment
enterprises, as well as creating linkages with SMis throuth linkages and
technology transfer. Public sector social, physical and educational
infrastructure would be complementing such an effort. This would be more
so if regional dispersal and poverty alleviation assume importance in the
public policy orientation.

When external dependence is low and domestic market small, the
compulsion for DFI is reduced but the dominant bourgeois with
international linkages would endeavour to create or strengthen their
position through oligopolistic exploitation of import-substitution
opportunities, if necessary with licence and similar arrangements with Fls.
Small domestic market tend to favour SMIs with low technology content in
areas where oligopolistic exploitation by dominant bourgeois remains
difficult. SMis survive and grow in complementary areas or in local-need
areas where completion is restricted by the size of market. Promotional and
protective assistance for SMI is likely to be limited.

In a mixed economy with large domestic market and high export
dependence, a dominant nationalist bourgeois would promote policies for
creation and expansion of LIs preferably through limited collaboration of Fl
except for licensing and technology know-how and effectuate oligarchical
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import substituation possibilities. The public enterprises would be in high-
risk, high-investment areas not competing with SMI. The public sector
would provide for expansion of infrasturcture and development of
technological capabilities. The SMis would grow through subcontract and in
sectors requiring low-technology to meet local demands or for indirect
export. The policies and programmes would provide assistance in a limited
way for their growth.

Where external dependence is low and domestic market is large it would
create conditions for selective cooperation with Fl and local LI would
predominate in the local consumer and capital goods sector because of the
bias in promotion and assistance policies. The imperatives of seff-reliance
in technology would require foreign collaboration in industry and human
resource development and public sector programmes would play an
increasing role in creating R & D infrastructure, technology capabilities, HR
development and such programmes through its externalities and native
entrepreneurial capability with or without financial assistance would help
SMis to be created or expand particularly in areas where L! linkage is
apparent, or where small operation is adequate to meet local needs. In the
residual sector SMIs showing dualistic characteristics would persist.

In planned economies an elite class emerges through party hierarchy by
whatever name they may be called. In such economies, the role of private
sector under conditions of social ownership of means of production has
remained very restricted till recently. The external economic relation was
generally determind more on political basis than on pure economic criteria.
However, one should differentiate between the external economic relation
amongst the socialist countries themselves and those with other countries.
Recently, the picture has also changed through the recognition of the
need to incorporate market signals in planning process, promotion of small
enterprises under private ownership, encouragement of foreign
investment and search for improved technology beyond national frontiers.
These are yet to be stabilized and expanded into the national system. By
assumption, lumpen bourgeois is absent in these economies.

Large domestic market needs large supplies and high external
dependence requires programmed procurement of inputs or final goods as
well as programmed supply in exchange. The exercise is done through an
elaborate planning machinery and SOls are provided necessary orders,
assistance (and new incentives) to meet the targets of production and
supply. These SOls are large, sometimes very large. Small enterprises in
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the cooperative sector or in private sector still operate to meet local needs
with low capital intensity and are not significant in non-agricultural sector.
Protection and assistance to this sector is largely absent.

If the external dependence is low for input procurement or output
supply the planning effort to that extent becomes simpler; but the
dominance of large SOI created by dominant ruling class under classical
socialist planning emplasizing the capital goods sector persists. Under the
circumstances, SMis in public cooperative, collective enterprises receive
the required attention and assistance to meet local needs. These are
planned to be self-reliant and assistance is procured through cooperative
activites.

Small domestic markets create problem for creating VLI for capital goods
except when centrally planned economies are importers of the output. In
such economies, the programmed linkages of exports to other CPEs and
the need to substitute imports in consumption sector promotes large and
medium SOls. In some economies tolerance and acceptance of SMI for
meeting local needs become part of the policy. These are expected to be
self-reliant and assistance in terms of social development in a limited way is
made available. ’

When external dependence is limited, the attention is deverted to
create LI and SMI in public sector to meet basic need goods and to create
capital goods for reproduction and augmentation of production capacities
as per plan. The role of SMI is prescribed by the planning effort and the
residual SMI and home industries persist to meet local needs.

Intermediate regime, a concept introduced by Keleski and later
popularized by neo-marxian analysts basically connetes that the ruling
group is a coalition of petit bourgeois and they enjoy support of the masses
in a general sense; however, the progress towards social ownership of the
means of production is limited and growth of capitalist enterprises are
restricted by environmental and policy considerations. Since the
intermediate regimes in the developing countries tend to be unstable for
socio-political and economic reasons and tend to move towards dominant
social or private ownership due to the emergence of a ruling group that
favours either one or the other position on the basis of ideological or
pragmatic considerations. However, we would ignore that kind of dynamic
shift in ideology and consider two alternative policy positions, i.e.,
predominantly growth-orientation and predominantly equity orientation
without getting into the debate whether growth and equity are
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simultaneously attainable. In the developing countries in general those
which pursued growth-oriented policies have experienced widening
income and opportunity gaps and those which pursued equity-oriented
policy have experienced slower growth. The reason for this trade-off could
be multifarious and this is not the place to discuss the issues. Growth
orientation would mean encouragement of savings and investment over
cousumption, creation of condition for acceleration of investment
irrespective of sources, cheapening of capital and holding the wage level,
investment in development of skills, liberalization of restrictions and
regulations, etc. Euity orientation would consider investment in social
sectors to be more important and thus health, education and poverty
alleviation would be priority consideration along with public sector
intervention for employment creation, rural development, promotion of
non-farm opportunities in rural and small industries, creation of liberal
conditionalities for flow of funds to small man and non-metropolis areas, etc.
In sum, it may be said that equity consideration promotes more
governmental intervention for promotion of small opportunities and his
protection which growth orientation is likely to encourage more facilities and
opportunities which are capable of moving ahead in self-interest and thus
create multiplier effect for accelerated investment in the comparatively
advantageous sectors with defined promotional and incentive policies with
respect to tax, trade, finance, reinvestment and so on.

Intermediate regime in a country with large domestic market and high
external dependence is more likely to proceed to reduce the dependence
in the interest of stablity and thus follow a policy of import-substitution
vigorously. In the free enterprise economy, the advantage of protective
tariff would go to the large enterprises in the private sector mostly
producing consumer goods till they gather enough strength and
confidence to move into capital goods sector. In order to make it happen
liberal finance for investment, protection against imports, low tariff on
machinery and components would be made available. The entrepreneurial
group is likely to emerge from the small businessmen and professionals.
However, the dependence in terms of aid and technology would remain. At
the early stage, the export industries would not be developed as the RO it
import-substitution industries would be high. The government, because of
its very nature, till the capitalist growth is reasonably strengthened, would
follow a policy of promotion and protection of SMIs trough public sector
intervention but this is likely to be limited in vigour and effectiveness.
However effective growth orientation would necessitate development of
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physical, financial, educational and technological infrastructure. The spread
effect of such a policy may in the second round go beyond the LIs and
have a favourable influence on the growth of SMI when the Lis have
effectively defined their sphere of operation. Growth through export
oriented approach for a developing economy would much sooner put the
SMis in relative disadvantage unless a symbiotic relationship is created
throuth policy intervention and cultural tradition, otherwise scale efficiency
would remain unexplored. In such a condition, share of SMIs in value
added, emoplyment and even in number decline while the entry, survival
and growth becomes restricted and exit is facilitated unless a policy
intervention for specific intervention for socio-political reason is promoted
and adopted.

If the external dependence is low, it becomes all the more relevant to-
promote investment in import substitution through direct and indirect
assistance to investors irrespective of size. Only the market condition and
political pragmatism may lead to reservation of sectors for SMI as a matter of
policy. In conditions of limited external dependence, such a policy
becomes more acceptable than when the dependence is high. However,
limited external dependence does not preclude export-oriented industries
with foreign collaboration of skill and resources exist and public assistance
to Lis in this respect is to be expected.

With a small domestic market and high external dependence, export
promotion through active assistance is likely to be the primary choice of the
regime and this is helped by cultivated international linkages for
technology, market and investment. Such conditionalities seem to favour
Lis and their growth potential depends on technical and managerial
efficiency which may have to be acquired through the same kind of
linkages. The free market would indeed encourage private investments
under promotional and protective assistance from the government. If the
Lls are encouraged to focus on the export sector, SMis can be helped to
cater to the domestic market which is small and whose growth in initial
phase can only be slow because of policy encouragement for saving,
investment and reinvestment of surplus or retained earnings. However,
success in export promotion and increase in employment would create
conditions for domestic market expansion which may promote SMis to
graduate into LIs and/or attract more SMIs depending on the nature of
technology used. :

If the external dependence is low and the domestic market is small, the
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emergence of Lis in domestic sectors would adversely affect the SMis
unless the market expands simultaneously and more than proportionately.
Thus an imposed substitution strategy to be successful without harming
SMIs would need to restrict Lis in sectors where growth elasticity of demand
is high, indeed very high and reserve for SMis the sectors where it is low
and not so high. However, in the export sector, such a differentiation would
not be necessary but efficiency in certain types of export industry might
dictate growth of small scale ancillary industry. The policy enunciation need
to keep these orientation clear. The promotion and protection policies in
these respects would need to be clearly demarcated with size differentials
for different technology and market conditions.

An intermediate regime with stronger coalition with the lower income
group would prefer to put emphasis on equity considerations and trade-off
growth to an acceptable level. With large domestic market, considerations
of regional dispersal and appropriate technology would receive due
consideration. Public policy and institutional support for growth of SMis
particularly in the import substitution sectors, producing basic need
products would be supported. Subsidy on loan, industrial land
development and utilities would be part of such an approach. In addition, a
minimum wage law could be enforced. Augmentation of vocational and
entrepreneurial training would also be aimed at. Promotion of non—
traditional exports through public sector assistance would also be
mounted. However, large external dependence would also require a
dualistic structure where LI and Fl in the export sector or where
indivisibilities are significant would emerge with similar assistance and
support. Public sector would play a supportive role and public enterprises
would remain confined to high risk large investment sectors preferably as
joint venture with equity share or withour it as a measure for entrepreneurial
assistance and development with the ulitimate goal of divestiture in addition
to create capability to intervene in market for essentials should the
necessity arise.

When the external dependence is minimal, the change that would
appear is laxity in promotion of non-traditional exports and leave the export
initiative to the big entrepreneurs who could function under such incentive
system as tax concessions, favourable foreign exchange allocation and low
interest rates. SMls would basically function as invidual units to meet
demands in domestic market and grow under promotive and protective
intervention by the government. The public policy and institutions would
continue to play a supportive and promotive role from which LI and SMI
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entrepreneurs with growth initiative would benefit most.

With market constraint in the domestic front, equity considerations in
conditions of high external dependence in the free enterprise economy
would be promoted to provide more public sector support to SMis for
production and market creation at home and abroad. Such public sector
support would be promotive in that assistance of such nature as liberal
credit allocation, feasibility studies, technical assistance for selection of
technology (and even installation), preferential purchases and protection
against competition or excessive capacity creation would be provided. In a
constrained domestic market, the Lis would be encouraged in export
sector with similar assistance for promotion and protection. Foreign
technical collaboration would be screened for appropriateness, non-
encroachment in the reserved sector for SMls and possible externalities in
favour of SMIs.

With low external dependence and limited export market, the industrial
promotion measures need to be vigorous, programmed and effective both
in the domestic market and export-market areas. The low external
dependence provides opportunity for making appropriate choice of
sectors, terms and conditions, while the limited domestic market
necessitates integrated growth with primary and tertiary sectors so as to be
supportive of each other. This requires considerable planning effort and
bureaucratic efficiency and commitment in view of the policy orientation in
favour of equity between classes, regions and groups. This augments the
role of public sector and even public enterprises as market restrictior. and
imperfection is likely to promote inequity and/or slow growth left to itself.

in an intermediate regime with mixed economy, the role of public sector
is extended beyond policy and institutional support to the realm of direct
productive activities not necessarily in supplementary and supportive role
but, should such need arise, in areas of direct competition, take-over or
supplantation. The eventuality is guided not marely by economic
consideration but also by social, political and ideological imperatives like
prevention of concentration of economic power or limitation of capitalistic
growth.

Large domestic market creates opportunities for all types—FI, PE private
investment in VLI, LI, SMI, VSMI and so on. High external dependence
underscores the need to limit import-dependence and augment
competitiveness in export markets. The role of public sector remains one of
promotion and protection in addition to the augmented role of public
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enterprises in direct production. The large public sector enterprises
emerge in commanding light areas to facilitate industrialization through
such externalities as R & D development, creation of a menagerial class,
augmentation of technological capability and promotion of linkages with
domestic industries. It helps unpacking the imported technology and apply
modification to suit local conditions. In addition, growth orientation also
promotes the public enterprises in basic industries (e.g., iron and steel,
cement, chemicals, fertilizers, etc.) in order to create the industrial
infrastructure. Further, public enterprises play the role of rehabilitating sick
and/or abandond private enterprises. Thus, in an intermediate regime with
growth orientation, public enterprises generally tend to be concentrated in
VLI and LI, possibly because of the existence of large domestic market. In
the private sector, large enterprises emerge for import-substitution and
export, initially in processing primary products. Such industries have
preference to do many of the subsidiary work under one roof and the
economies of subcontractor or of diversification do not tend to appear at
initial stages. They seek security over any other consideration under
conditions of intermediate regime. This means SMIs normally appear as
residual sector operation for the local needs producing basic need goods
and services. Entry remains at low level unless promoted by public sector
policy of support, survival rate generally is high unless challenged by
expanding Lls or shrinkage of market due to shift in consumer preference
or management failure under generational change. Growth in LI is also
dependent on support from PE through linkage or entrepreneurial initiative
taking advantage of opportunities created by growth policies and
protection and promotion policies for this sector. ;

Low external dependence create oppriunities for PE to be more
selective and have better bargaining power in securing foreign technical
collaboration in the areas selected or reserved for them as a matter of policy
by the government. On the other hand, the private investments are not
constrained additionally and their initiative in the import-substitution and
export promotion sector also enjoys similar advantage even though they
tend to opt for low investment high profit sectors. Growth oriented policy
encourage reinvestment of surplus and thus promotes expasion and/or
diversification at the next round. However, in the intermediate regimes,
there are limitations on entrepreneurial ability of dominant, petty bourgeois
coalition and hence their initiatives remain restricted to secured sectors
even under condition of promotion and protection. Hence, public
enterprises have to subsume the responsibility of growth sectors where

151



Bangladesh Journal of Political Economy,

risk and opportunity balance does not appear attractive or the public sector
has to provide for insurance against loss as an incentive for private sector to
emerge more significantly. The SMIs remain a residual sector and possibly
the threat of competition and substitution increases if the LIs intrude and
expand in their areas. Here the public sector policy, despite growth
orientation, instead of adopting the dictum that growth is the only proof of
efficiency, under conditions of intermediate regime come to the help of
SMis through differential protection and promotion policies in their favour.

If the domestic market is small and external dependence high, then the
implicit or explicit policy agreement on nature and areas of operation among
PE, private LI and SMI (even VSMI) becomes vital in the case of
intermediate regime. The growth-oriented regime would be willing to
restrict PE operations in relevant commanding light and high-risk areas
import-substitution, new market creation and export promotion areas. The
large private enterprises, under approptiate policy and promotional
support, would be inclined to venture out into export market while creating
an expansion of domestic market for their product. This would be
consistent with high external dependence and such policies as defferential
foreign exchange rate regimes for export, real wage freeze, subsidies for
investment and importation/adoption of better technology, etc., would be
relevant. The SMIs, unless organized as a group, would not be able to take
advantage of export assistance policies. The small domestic market, for
their survival and growth would prompt policies for such cooperation and
coordination through trade association or the like. Such a group-based
support policy would be consistent with growth orientation. However, SMls
would be more predominant in areas where local needs, are to be met or as
suppliers to LI of services and intermediaries.

When the external dependence is low and the compulsion of export
growth is relaxed, with small domestic market in an intermediate regime,
policies tend to favour a package for integreted development in order to
create conditions which help income and market expansion starting with
the primary sector and industries as processors of primary products appear
in PE, LI and SMI sectors, even though growth compulsion would
necessitate PEs to be concerned with diversification, technological
improvement, exploration in new technology and the like. Private sector
would continue to seek security and pushing them into new ventures
would require considerable assistance and promotional effort including
those which subsume risk of failure. The similar would be the position of
SMIs with less bargaining power unless they are organized. Hence,
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promotional effort to organize them in industrial estates and/or industrial
cooperatives with provision for common service facilities would be required
for their growth.

When equity takes precedence over growth, promotional and protection
approach has to provide greater consideration to SMls which can meet the
requirements for regional dispersal, simple technology, high employment
potential and possible linkages. In a large domestic market with high
external dependence, it is possible to delegate relatively greater emphasis
on growth and export to large private enterprises allowing for meaningful
foreign collaboration whenever necessary with appropriate policy support
and allow SMIs to meet the local needs of goods and services, provide
subcontracting services to Lls and / of organize themselves to take
advantage of export and large domestic market. In most cases, policies and
support by the public sector tend to have succeeded more in the first
option than in the later ones. The role of public enterprise remains confined
to nurturing technological improvement, high-risk, high-investment areas,
providing support to private enterprises, particularly SMis and VSMIs and
for equity reasons create capabilities to cater to basic needs, goods and
services.

With lower external dependence, selectivity in foreign collaboration is
augmented. The public enterprise also gathers strength to assert itself in
respect of promotional and protective assistance. The private sector LI is
nonetheless constrained and with required entrepreneurial ability can
venture into import substitution, export-promotion as well as new product
or new market development provided public sector policies provide
adquate support and insurance. Private enterprise, though more
venturesome tend to be more conservative in the developing countries.
The SMIs remain a residual sector uniess promoted and organized through
policy and programme intervention as a component of the equity oriented
policy. This requires preferential tratement of SMIs in raw material
procurement, finance, land allocation and purchase by PEs, as well as
provision for technology maintenance and upgradation, training in
production and management skills and market promotion.

When domestic market is small, equity consideration would require a
preferential treatment for the SMis for domestic and export markets.
However, promotion of Lls in the context of high external dependence,
particularly in the export sector which augments net foreign exchange
earned should not be lost sight of. The PE in the intermediate regime
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performs supportive services as well as independent productive services.
In the context of equity and small domestic market, PEs support orientation
should tilt in favour of SMIs with high growth elasticity and to LIs with high
export potentialities.

With low external dependence, equity consideration in the context of an
intermediate regime strengthens the protection and promotional policies in
favour of SMis at times with reservation of sectors, dispersal of support
facilities, earmarking of loans for target groups and provision of technical
assistance. Public sector has to gear up to provide such support and public
enterprises develop a promotional role through provision of intermediates
(e.g., yarn) and/or purchase of outputs (e. g., parts and components).
However, the role of LI in the private sector does not remain wholly
constrained but their export breakthrough with public sector support is a
preferred way for growth as they face differential tax and subsidy in the
domestic market.

In a centrally-planned economy with large domestic market with high
external dependence, public enterprises are generally capital-intensive,
very large and concentrated in producer goods area. SMis appear to meet
local needs of consumer goods and services as a collective of a
cooperative. They depend on Lls for intermediates and machinery. Except
for segmented/protected markets and non-intervention of goods and
services from elsewhere they do not seem to enjoy much of promotional
assistance, though in theory that could have been in order. Growth is the
primary concern while meeting the basic needs is considered to be the
responsibility of the community and the state.

Low external dependence orients the role of public enterprises more
towards domestic market for production of capital goods, intermediate and
consumer item, while that of SMis in the context of local community remains
unaltered. The growth orientation continues to constrain consumption and
keep wage level low and tax the community for greater investment on
technological development. The equity is generally programmed in terms
of meeting basic needs at planned levels.

Small domestic market promotes the importnace of SMls to meet local
needs as well as for import substitution of producer and consumer goods,
however, smallness is determined by planned capacity and available
technology from other CPEs. The assistance in terms of investment and
skill development is programmed through planning effort. However, heavy
external dependence require development of export sector based
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generally on available local resources but the scale is determined by
available technology which generally tend to favour Lls. Growth orientation
promotes relatively more capital intensity and equity is defined in terms of
planned supply of basic need goods and services generally from local
SMis.

Lower external dependence with smaller domestic market and subject to
growth policies and available technology SMIs seem to get a natural
preference especially in the consumer goods sector within the limits of
planned basic need supply which is the basic trend of equity.

Populist mass-based coalition indicates control of state apparatus by
people committed to the welfare of the bottom half/bottom quarter of the
population. Such a regime could come to power through liberation struggle
which gave birth to such a coalition in the process or more rarely through a
democratic process of free and fair election as a protest against an elite-
biased, urban-biased policies. Further, such a regime runs a risk of
becoming dictatorial in nature if ideological prediction of the dominant
group is strong; very few survive as democracy and even when they survive
factional interest often make such populist mass based coalist weak and
ineffective.

If the domestic market is large, a populist mass-based coalition would
tend to reverse or at least stem the urban-biased and ¢lite-biased policies.
One of the options is to expand the reserved area for SMis allowing for wide
dispersal and supporting this with public sector assistance in terms of liberal
loan, vocational training, common facility development, provision of
subsidized utilities, improvement of management through standardization
and design change, ect. The large external dependence would require
creating effective backward and forward linkages through disaggregate
stages of production process, institution of effective quality control as well
as market promotion. These policies however restrict operation ol iree
market through elaborate intervention but the ownership remains with the
private entrepreneurs severally or jointly. However, one should note that
extent of disaggregation is dictaied by the nature of technology. Thus,
such a regime requires an effective expansion of public sector assistance in
all spheres in favour of SMis to preserve the domocratic base of a mass-
based populist coalition.

With lower external dependence, the risk of foreign intervention in
favour of generalising assistance programme is reduced. The other
observations made in the foreign section however still holds.
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The small domestic market caused by low purchasing power of a large
section of population and high concentration of income and wealth would
necessitate a policy in favour of SMI and VSMI of the nature elaborated
earlier with added vigor. The external dependence, which might mean
intervention through aid conditionalities, can only be countered if the unity
of coalition is strong and mobilization of financial and human resources for
alternate strategy is available.

Lower external dependence with small domestic market caused by low
purchasing power and inequitable income distribution which brought the
mass-based populist coalition to power would make SMI-oriented policy
feasible, however, with transition through SMIs would tend to grow at
different rates causing differentiation in size.

Mass-based populist coalition can turn into a dictatorship of a strong man
who survives with the support of the armed forces and foreign power. Such
a change also changes the original orientation of the populist coalition.
Alternately, it may become a dictatorship of a party with ideological
prediction with or without retaining the basic support of the mass.

If the populist coalition turns into a dictatiorship, particularly with foreign
MNC linkages then the private sector oriented towards VLI and LI grows
and depending on the strength of social protest against such a
development SMIs maintain their position or even decline despite
programmes for their development due to centralization and concentration
of economic power which exploits import susbstitution opportunities
funded by high export dependence. Continuity and stability of such a
regime makes room for inroads by MNCs and local VLI. The policy in respect
of SMI is needed for holding operation to diffuse the strength of social
protest. Even though it may have all the trappings of promotion and
protection, the relative advantage of SMI remains small and may even be
negative in certain sectors.

if the external dependence is low, the change in the basic nature of the
policy orientation of the coalition would promote VLI, LI helping
concentration of economic power through liberalization and privatization
whenever necessary and the role of SMI would become secondary and
subsidiary and the promotion and protection policy would be more
selective and less effective.

In case of a small domestic market and high external dependence, the
reversal of policy of populist coalition would promote LI with greater
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emphasis both for import-substitution and export promotion purposes.
SMIs would be peripheral and exist primarily due to the inherent
comparative strength in certain regions to meet local needs or as essential
subsidiary to the growing LIs. The policies of protection and promotion
would favour Lls more that the SMis.

The observations made above essentially remains true in condition
where domestic market is small even though external dependence is low
with the added disadvantage that the Lis would appear in the import-
substitution sector with greater emphasis and thus creating higher barriers
to entry and survival for SMis.

In the mixed economy when the mass-based coalition works in the
context of large domestic market and high external dependence. The
public enterprises would be given the role of promoting the oportunties for
the disadvantaged. This would mean creating critical core basic industries in
the public sector with regional dispersal as and where possible. Such a
sector would create and provide employment to the disadvantaged group
through vocational traning and apprenticeship in the plant. Further,
preferential purchases of inputs from SMis and preferential sales of outputs
to them would be effected through system of symbiotic relationship
involving technical assistance and guidance. Such a process would be
visible both in import substitution and export sectors. However, care would
be taken to see that ownership of SMIs and expansion through such
relationships does not create any preferential pressure groups or
concentration of privileges. Thus, the policies of protection and promotion
of SMIs would be selective in the context of the orientation of mass-based
coalition and certain restrictions on ownership pattern, investment ceiling,
foreign collaboration, etc. may exist. :

The observation of the foregoing para would hold true even when
external dependence is limited. The private sector LI is to be limited and
thus in the private sector emphasis shifts to SMIs. For the SMis to be
regulated and controlled a systematic relationship with PEs will be
designed as a matter of policy. The only difference in this case is the
urgency of export sector is to a certain extent minimized.

If the domestic market is small and external dependence high under a
democratic mass-based coalition, the urgency to promote export in a mixed
economy would create priority for public enterprises in this respect and if
the public enterprise feels constrained to perform the task the private LlIs
would emerge but public regulation is likely to be extensive. SMis as
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localized enterprises and as import substitution venture independently or
with assistance from or for assistance to public enterprises would emerge.
This might also happening the export sector. The promotional and
protection policy in respect of SMI would be so directed through technical,
financial and managerial assistance.

The observation made in the foregoing paragraph would hold except
that the compulsion for €xport promotion or import substitution would be
less and thus the efforts are likely to be directed towards an integreated
growth of all sectors for generation of income and employment which
creates conditions for domestic market expansion and this is likely to be
done through public sector intervention wherein the role of SMis would be
defined as a vehicle for benefiting the bottom half of the income situation in
terms of production and consumption opportunities.

When the populist mass-based coalition changes its texture and turns
into dictatorial form the private sector VLI and LI gain predominace and
public sector plays a supportive role. In the context of large domestic
market, SMis perform residual and localized roles and policies for assistance
in that respect in the name of appropriate technology or rural industry may
be formulated. The role of SMI becomes constrained and promotional
policies circumscribed. However, the private enterprise finds it profitable to
enter into collaboration with foreign enterprises for technology, marketing
and management development in the export as well as import -substitution
sectors.

The observation made in the foregoing paragraph holds except that
compulsion for development of export industry is lessened and to that
extent even the subsidiary role of SMis become constrained. The entry,
survival and growth of SMIs become less noticeable.

With a small domestic market, the residual role of SMis becomes directed
to localized needs and subsidiary operations as the private LI either
independently or in collaboration of FI would take lead in import-
substitution and export sectors under a dictatorial regime which has lost
and/or no longer needs the support of a mass coalition. The only
compulsion is to hold the mass at bay through same premises or certain
programmes which are adequate for holding operation, e.g. VSMI in rural
areas. Hence, the policy in respect of protection and promotion of SMI is
basically one of indifference or neglect.
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The observations made in the above paragraph holds true with added
emphasis when external dependence is low and the growth policies favour
private enterprise and concentration of social, economic and political power
and thus programmes oriented for upliftment of masses through creation of
socio-economic opportunity including SMIs loss emphasis in formulation
and implementation. The peripheral programmes are oriented towards
containment of the intense sense of deprivation through token
programmes of social upliftment.

Centrally planned economies under a mass-based regime generally
takes the form of party dictatorship in the name of the workers. There are
many variations ranging from self-management to directive absolution. We
shall generally ignore such a variation in this context as none of the
countries would qualify for being classified as such.

Large domestic market would enhance the role of public enterprises and
constrain the role of SMis to meet local needs or to be ancillary of large PE
in the domestic and export sector.

The observation made above would be true except that emphasis on
export sector would be lessened.

With small domestic market, growth orientation would require linkages
with other PEs and these export industries is likely to acquire technology,
technical collaboration, training and assistance. The size would be
determined by the external market and the technology made available. For
domestic market public sector LIs would emerge and SMis as collectives or
cooperatives would meet localized needs of goods and services and work
as satellites /subsidiary /ancillary of the public sector Lls.

The observation made above holds true except that growth dictated
linkages with CPEs would create the external linkages and the domestic
market orientation would still remain.

Annexed Chart summarizes the political economy of SMIs.
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RURAL WOMEN AND NON-FARM EMPLOYMENT
IN BANGLADESH: SOME ISSUES

SALEHUDDIN AHMED
FAHMEEDA R. WAHAB"

1. INTRODUCTION

It is well recognized that economic growth by itself without specific
orientation to poverty alleviation through overall economic development
may not improve the socio-economic conditions of all the poor. Further
efforts should be made by government and non-government organizations
(NGOs) to provide opportunities where by the poor can engage in a wide
variety of productive activities. The countries of the Asia-Pacific region.
including Bangladesh, are going though a transition, in which the rural
economies are undergoing changes in terms of their production and
employment structure. In most of these countries while agriculture still
remains to be the single most dominant sector of the economy, the relative
importance of agriculture in terms of its share in GDP is declining over time
and that of non-farm activities is increasing [9]. Share of agriculture in GDP
has declined in Bangladesh from 46.7% in 1981 to 40.9% in 1987. Similar
experience is found to be true for countries like India, Nepal, Sir Lanka,
Malaysia and the Philippines.

In a country like Banglagesh which i1s heavily dependent on agriculture.
the creation of a domestic industrial base (both rural and urbanj for
diversification of the economy is important. The initial emphasis on
industrialization in pre-independent Bangladesh era led to some
development in urban areas, based on various support and subsidy
mechanism of the government, often resulting in stagnation in agriculture.
Later, realization of the loopholes of large scale industrialization led to a
renewed interest in agricultural development through seed-fertilizer
technolcgy. However, the benefits of agricultural development accrued
mainly to the land owning classes while poverty and landlessness
increased in the rural areas. The agricultural sector couid not generate

The authors are Programme Officer (Research) and Research Associate respectively at the
Centre on Integrated Rural Development for Asia and the Pacific (CIRDAP), Dhaka. The
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sufficient employment to absorb the increasing amount of rural labour
resulting in huge unemployment and underemployment. This situation led
policy makers and planners to give increasing importance to the
development of rural non-farm activities specially rural industries.

Women account for about 48.4 per cent of the total population of
Bangladesh, of whom 86 per cent live in rural areas [3]. The Socio-
economic background of the country is such that women's contributions in
GDP as well as their needs are largely ignored. Three major biases:
conceptual definitional and methodological!, undermine women's
participation in the labour force and their contributions in the economy.
Because of these, macro studies often tend to undermine women's
contributions in agriculture contrary to several micro studies where
women's role can be seen as quite significant. This is also true for women's
role in rural industries. Micro studies reveal that large number of women in
Bangladesh work in home based industries [10]. The underestimation of
women's role in macro studies may influence the policy and planning at the
macro level and may result in less emphasis on women's role in economic
development of the country. Over the last decade, traditional segregation
of roles of men and women has been giving way 1o a process of capitalist
development in Bangladesh which has resulted in the decline of the
influence of 'purda’ (Veil for muslim women) system and other socio-cultural
barriers on women2 and increasing the participation of women in a host of
rural non-farm activities including rural industries outside the boundary of
the household [1]. The authors are aware of caveats in analyzing a complex
subject like women in non-farm employment within a limited scope of a
paper like this. This paper, therefore may be termed as an issue paper
rather than an analytical paper.

5 TYPOLOGY OF INDUSTRIES HAVING POTENTIAL FOR
PARTICIPATION OF WOMEN.

Women's participation in rural non-farm activities resulted mainly from
distress adaptations due to poverty situation rather than dynamic growth of
the Bangladesh economy. Women's participation should go beyond
certain types of industries which are mainly traditional and home based

1. Conceptual bias results from the fact that works performed by women sometimes are not on
wage basis. The definitional bias results when women's household chores etc. are nol
termed as productive. Methodological bias emanates from statistical estimation,
enumerators bias and lack of response from women

2 These socio-cultural barriers have really inhibited the rural women majority of whom are
Muslim. to come out of the confine of their housenolds and have kept them in a miserable
situation. Some writers termed women as ‘Birds in a Cage” [1].
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ones (and which provide only activities of the last resort) in order to broad
base their participation and offer better opportunities for increased income.

Therefore, women must be integrated into the mainstream of industrial
development of the country. However, for a more pragmatic -approach, at
the initial phase, certain types of industries are suggested which may be
considered to have potential for enhancing the participation of women.
After the tasks of initial phase are completed, women will achieve
competitiveness to enter other types of industries.

i) The industries should generally be located in the rural areas and be
characterized by a production process which is essentially rural i.e. initially
traditional or at least intermediate in character. This would make it easier to
facilitate women's participation / orientation in industrial activities. But these
may be gradually upgraded in terms of size, technology, skill and
management. In order that rural industrialization proceeds on a sustainable
basis, systems of procurement of inputs and marketing of produce should
gradually be streamlined. While homebased industries may have a crucial
role to play at any point in time, the ultimate goal should be to emphasize on
industries with potential of higher women labour absorption and higher
income through enhanced productivity [3].

ii) Agro-industries in rural areas should be localized near the source of
raw materials. This will ensure a regular flow of input into the industries and
also help in boosting up agricultural production. Therefore, these
industries should be developed through an integrated framework
considering labour and input availability and access to markets. These agro-
industries will |.ave a comparative advantage to absorb women because of
the locational facilities it offers tc them

iiiy Economic compulsions have led women to migrate to industrial
centres seeking employment in both the large and medium scale
industries. These industries, while taking care of women's concerns have
scope for creating cufficient demand on a continuous basis for absorbing
rural women workers. However, if these industrial enterprises are located in
the urban areas only, then benefits to the rural women will not be
significant. Therefore, decentralized bases for large industries to be set up
in around the growth centres of the rural areas.

iv) Rural women in Bangladesh have always been participating actively in
the informal sector (enterprises on small scale and not formally recognised
as industrial or business units) and in non-industrial activities for e.g., muri
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making, mat weaving as well as in traditional crafts in making jute materials,
kantha stitching and so on. Besides, woman's participation in rural housing
and rural works programmes should be included in planning for enhancing
their participation in the informal and small scale/craft enterprises.

v) The traditional supply constraints to the participation of women in the
labour market (due to the limited mobility of women which had its roots in
the 'purda’ system) is weakening [1]. In order to absorb the increasing
supply of women labour, the export oriented industries, e.g., garment
industries which offers a viable sources of income for women can further be
expandec. However, these types of industries depend on the vagaries of
the world market and international capital making women's employment in
these industries rather unstable. The benefits ¢t such industries to the rural
women will not be significant if these are localized in big cities. Attempts
should be made to encourage entrepreneurs to set up these industries in
rural ‘growth centres.’ Entrepeneurs may even be encouraged to turn over
(in phases), management of these enterprises to women workers.

Development of the above five types of economic activities will result in
the transition of rural women from the ‘odd job' regime to a regime of more
productive employment [6]

3 TECHNOLOGY AND RURAL WOMEN

Technological change in rural areas is not indifferent to gender any more
than it is indifferent to class [2]. In the adaptation and diffusion of
technology for rural industries women's issues should be specifically
addressed. The impact of technology on women should be evaluated with

respect to:
a) Whether technology Improves productivity, skill and efticiency of
womsan;

b) Whether technologies alleviates the work load and the physical and
health hazards of women;

¢) Whetheritis acceptable to women;

d) Whether it displaces wornen from employment.

However. considering the agrarian structure of a country like
Bangladesh, women cannot be treated as a single homcgenous group for
purposes of analysing the impact of technolegy on them. The effect of
technological change on a women will differ according to whether she
belongs to a landless household. small-cultivator household, large
cultivator household, tenant household or female headed household.
While women of these different categories may perform the common roles
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of reproduction, child rearing and household chores, the impact of
technological change (on both unpaid and remunerative activities) varies
between these groups, requiring different levels of analysis for policy
solutions [2].

4. RURAL EMPLOYMENT STRATEGY FOR INCORPORATING WOMEN IN

THE NON-FARM SECTOR

a) The issue of incorporating women in non-farm activities as part of the
strategy for alleviating rural poverty needs to be addressed from a multi-
sector perspective. Without going into the debate whether agricultural
transformation is a precondition for sustained industrial development or
not, the experiences in the Asian countries seem to suggest that non-
farm activities and agricultural development should grow in an
interactive manner reinforcing each other [4]. A multi-sectoral approach
is necessary from a macro-economic point of view while at a micro level
emphasis on forward and backward linkages must be given in
considering rural industries for women.

b) Demand for women labour is insufficient relative to supply of women
labour. Therefore, policies to boost demand for labour should be
emphasized. Adopting demand led strategies will have to depend on
the type of rural industry being promoted. For instance traditional rural
industries based on intermediate technology may evolve out of
attempts to overcome supply side constraints which is manifested in
limited mobility of women outside their locality, but who may want to
participate in rural industries as part of their survival strategy. Demand
led strategies may give rise to agro-industries localised near sources of
raw materials.

Once supply side constraints are overcome by the gradual
weakening of the ‘purda’ system and other socio-cultural barriers,
formal industries may be promoted in and around the rural areas
(‘growth centres’) for absorbing the increasing rural women labour

supply.
Thus alternative strategies shouid be formulated depending upon

the region and stage of development or social transformation of the
community.

¢) In planning for promoting women's participation in rural industries the
interaction between different sub-sectors of the rural economy should
be considered. The activities of the rural sector may be broadly
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visualized through four sub-sectors; food crop agriculture, non-food
crop agriculture, non-crop farming (livestock, fishery, poultry) and non-
farm sector. Households and production units enter into transactions
among their counterparts in each sector. At the heart of any proposed
strategy to promote rural industries is the interactive process involving,
all four sub-sectors. Linkages between sub-sectors that are weak
should be strengthened and reinforced. Linkages that are strong
should be exploited to obtain in maximum power from them for the
interactive process. These linkages, it is envisaged, will then actuate
the employment/income multiplier and induce mutually reinforcing
growth for the sub-sectors.

Since agriculture is the dominant activity in the rural areas, the
principal driving force behind the interactive process should be
inceased in productivity and production in agriculture. In this process a
stimulation of income and employment would lead to diversification in
the range and structure of demand which, consequently wouid lead to
diversification in rural occupational patterns. To enhance women's
participation in all the spheres of economic activities including the non-
farm sector a consideration of such and inter-active process may be
necessary [7].

Under the umbrella of a broad national policy guidelines, actual
operationalisation of the industrialization process would require
decentralised decision making and implementation process. A set of
Women In Development (WID) guidelines and checklists at national level
(consisting of various regions, districts etc.) and a similar set at project level
may facilitate women's participation in all the sectcrs of the economy
including rural non-farm sector {5].

Guidelings at national (including sub-regional levels) level may consist
of:—a) statistical system for measuring the economic contribution of women
in farm and non-farm activities (b) involvement of women in national,
regional and local level planning process for policy making and programme
formulation (c) ensuring women's access to production inputs and services
and membership in cooperatives and worker's groups.

At project levels the guidelines and checklists may include:

a) Establishment of priorities through analysis of the local situation,
analysis of vertical and horizontal linkages of particular activities in which
women participate.
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b) Programmes set up to enhance the skills of women.

c) Increased access of women to agricultural credit and banking facilities
through special projects like Grameen Bank, Mahila Samabaya Samity.

The purpose of these types of guidelines and checklists is to ensure
women's participation in all types of economic activities and in various other
spheres (socio-political) of the country.

5. CONCLUSIONS

Women in the rural areas of Bangladesh are already in a transitory stage.
They have overcome the traditional taboos which confined their activities in
the traditional, informal and non-monetised sectors. But they are yet to be
integrated in the mainstream of development. This issue raised in this
Paper. It may be argued, are relevant for urban women and even men as
well. But the issue may be tackled in, such a way, depending on one's
inclinations. to support or subvert women's concern. Our aitempt in this
paper was to sharpen the particular focus of policy makers and planners to
address women's concerns in all Spheres of the country. Growth in the non-
farm sector will, through externalities like improvement in communications
and infrastructure in the rural areas raise productivity in industries and vice-
versa. Rural women have the potential to be employed in these emerging
industries whether they are petty production units or large scale export-
oriented industries.

The Nairobi Forward-Looking strategies in paragraph 102 stated that
"Insufficient awareness and understanding of the complex and
multifaceted relationship between development and the advancement of
women have continued t. nake policy, programme and project formulation
difficult.” [8]. Therefore, women's participation in decision making bodies
must be ensured and a participatory approach to formulation,
implementation, monitoring and evaluation of all development programme
should be adopted.
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INDUSTRIAL LOCATION IN BANGLADESH : IT'S
TREND, CAUSES AND IMPACT ON ECONOMIC
GROWTH

SHAFIQUE UZ ZAMAN®

1. INTRODUCTION

The most pressing problem in Bangladesh today is that of burgeoning
unemployment on both urban and rural areas. Industrialization is the most
important effort in which the country could place a hope of finding solution
of this problem.

In the post independence period, three Five Year Plans have been
launched. Each Five Year Plan stressed the need of generating
employment opportunities through the expansion of industrial activities.
But there is no sign of declining trends in the unemployment market.
Agriculture is still regarded as the dominant economic sector and main and
elastic source of labour force and is considered the key sources of
industrial inputs. However, the pressure of population has been felt on
agriculture, and its absorbtion capacity is declining. Lack of non-agricultural
activities in the rural areas, the people are migrating to the few already
overcrowded urban-industrial centres.

Industries always concentrate in areas where there exists sort of a
localization of industries. Once the industries start clustering around this
location, it favours the growth of other sectors. As a result, the centre grows
rapidly than the other areas. Lack of entrepreneurial activities in the
backward region, the resources flow to- the rapid growing area. The
backward areas loose their competitive advantage. In this way, some
regions grow rapidly and act as magnet draining the resources from the less
developed areas. If such trend continues, the developed areas will face
challenge of huge migration. The few urban areas will fail to absorb the
migrated people and provide them with other facilities. Such situation will
no doubt limit the growth of the national economy.

So in order diversify the industrial activities, the factors that determine
the location of. industries should be identified. New location should be
created in the less developed areas to promote the generation of
industries.

Given this background, the paper will show the level of concentration
* Lecturer, Department of Economics, University of Dhaka.
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among the districts; chapter two will focus on the factors that determine
location of industries, and chapter three examine possible consequences
of unequal concentration in the future development process on the
country.

Il. THE LEVEL OF INDUSTRIAL CONCENTRATION BY DISTRICTS

Industrially, Bangladesh remains at a primary stage of development. The
contribution of industries to the G.D.P. is about 12%. Except the three big
urban areas namely Dhaka SMA1, Chittagong SMA, and Khulna there are
very few industrial concentration in the country. Besides these big cities,
the other indsutrial centres are parasitic in nature and provide very poor
linkage effects with the vicinity. Nonetheless, some districts experience a
relative better performance in industrial location and absorb a considerable
amount labour force. There were very few attempts to measure the level of
industrial location in the past. The main constraints here appear to be the
lack of relevant data, particularly at the local level. The most available data at
the local and district levels are the data on employment. The location
quotient is an important technique to analyze the level of industrial
. concentration of the basis of employment.

Location quotient or LQ measures the ratio of employment of a sector of
an economy of an area or centre compared to the ratio of that sector in the
national level? . The LQ gives the coefficient of concentration among the
districts of Bangladesh.

LQ > 1 : If the location quotient is greater than 1, the district's level of
concentration is higher than the national average in the study period;

1. Statistical Metropolitan Area.

2. LQ shows the ratio of employment of a sector of an economy of a region compare to the
ratio of that sector on the national level. Mathematically this can be shown in the following
way: -

Leti be industrial sector of region j and P is the employment
P-,i = Employmentin sector | in the region j
n

¥ Pij = Total employment in the region as a whole

I

-

i = Total employment in sector i in the country as a whole

p. = Total employmentin the country as a whole
it
e

TI"MJ‘E'MB i

=
m
z

74 |



‘ |

Bangladesh Journal of Political Economy

LQ < 1 : If the location quotient is less than 1, the district's level of |
concentration is lowerer than the national average in the study period. i

LQ = 1 : If location quotient is equal to 1, the district and the nation |
developed equally in the study period. |

The table in page 3 shows that Dhaka, Chittagong and Khulna3 are
considered to have the highest locational coefficient in the non-agricultural
sector; the districts of Chittagong Hill-Tracts, Sylhet, Barisal, Pabna, Kustia

and Comilla may be put at the second group of industrial location; and the |

rest the LQ of the capital city Dhaka and the port city Chittagong enjoy the
highest coefficient (1.60 and 1.50) which is much more higher than the
national average4. These two cities are the centres of industrial
agglomeration comprising 80% of the large industries of the country.
Favourable locational advantage, developed infrastructure and strong
export orientation of the manufacturing industry namely jute and cotton
textiles, result in the clustering of mills and factories in these cities. The LQ
of Khulna 1.10 shows that this city scored third in industrial location. The
Faridpur district and all the districts of Northwest region except Pabna show
the lowest locational coefficeint. Pabna has the extensive handloom
industries which employ a large number of people. These findings show
the regicnal distribution of industries. Except the three industrial cities the
disparity in LQ among the other districts are not so remarkable. In other
words, the location of industries is taking place in and around the three big
metropolies and the spread effects of this growth on the other district
centres are not so significant

Il FACTORS FAVOURING THE LOCAT!ON OF INDUSTRIES
The location of industries is determined by a large number of factors,
such as the development of technical equipment, proximity to raw

3. Up to 1983 Bangladesh had twenty administrative units known as “district” under four
Divisions. Then the number of the districts was raised to sixty four. For the convenience of
this research work only the old twenty districts will be considered . The four divisions are
Dahka, Chittagong, Khulna and Rjshahi. In the development planning Bangladesh is often
treated as composed of four "regions” . The Chittagong or the eastern region comprises
same districts and territerial boundary. The Rajshahi division or the Northwest region has
similar districts and territory. When "Khulna Division” is considered as "Southwest" region it
expands its territorial boundary and includes Faridpur district, which (Faridpur district)
belongs to Dhaka division.

4. These data on industrial labour force are not very accurate. The data have been derived
from the respective national census and administrative records and compiled in a
coordinated manner on the district level. Due to the lack of disaggregation of data at various
levels the non-agricultural labour force has been considered as industrial labour force.
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materials, marketing facilities, locational advantages like easy access 1o sea
port, location above the flood level, all these factors help in promoting
industrial concentration. Setting up of any industrial project is determined
on the basis of cost benefit criterion. Costs are likely to be high where
power supply is poor of absent, depreciation costs are high, infrastructure
is poor and taxes are high. These are dominant factors for the location of
industries. However, the optimal location of industries is not always cost
oriented. Political and administrative considerations, marketing facilities are
all important factors for the location of industries. Particularly in the case of
Bangladesh where infrastructure is so ill developed, development activities
is high centralized, the political and administrative reasons play important
role in locating industries.

Table : Share of non-agricultural labour force by district (old 20 districts)

Districts of Location
Bangladesh Quotient (LQ), 1981
Barisal 0.98
Bogra 0.74
Chittagong 1.50
Chittagong Hill Tracts 1.03
Comilla 0.93
Dhaka 1.60
Dinajpur 0.74
Faridpur 0.72
Jamalpur 0.85
Jessore 0.82
Khulna - 1.10
Kushtia 0.85
Mymensingh 0.80
Noakhali 0.88
Pabna 0.96
Patuakhali 0.84
Rajshahi 0.76
Rangpur 0.69
Sylhet 1.07
Tangail 0.78

Source : Calculated from “Labour and Manpower" in : Statistical Yearbook of Bangladesh,
1684-85, Chap. 3.
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The factors which determine the location are following :

1) Natural factors : In every country, there exists a considerable disparity
in the climate as well as other factors governing physical condition of
production and distribution. The topographical, climatological advantages,
availability of mineral resources are the contributors of industrialization.
Suppose for example, the topography of the northwest area of Bangladesh
is suitable for the cultivation of sugarcane. Sugarcane is the cheapest raw
materials for producing sugar and molasses. These raw materials are bulky
in nature. Because of the bulky nature of these raw materials, costs are
minimised by locating industry in the sugar producing areas. :

Topography and climate also favour the growth of tea plantation in the
Sylhet areas. Tea is an important export item. The processing of tea leaves
contributes to a great extent in generating exmployment opportunities in
the food processing group. Most of these tea processing industries are
located in the tea producing areas. Similarly, the areas of mineral resources
have attracted the location of mineral based industries. Such industrial -
locations are still at a primary stage of development. However, the discover
of Titas Gas has generated a manufacturing complex at Titas Gas has been
used as an important input in generating large number of industries in the
nearby areas. Apart from this, the location of an area above the flood level,
availability of water resources, natural vegetation are the index of human
adaptation of environment. These factors create atmosphere for
infrastructural facilities which encourage the growth of industrial and
commercial activities.

Geographical factors : Geographical location plays also a vital role for the
growth of industries.” Normally, a region begins with a competitive
advantage which in the case of Calcutta was provided by the fact the British
government used it as a sea port. The play of forces has made it the centre
of attraction for the concentration of export oriented industries. Jute
manufacturing was one of the main industrial groups. Since jute textile was
entirely export oriented, it clustered in and around the Calcutta city which
was easily accessible to the sea port. Until 1911, Calcutta was the capital of
British India and was the most powerful concentration of British economists
interests. In Bangladesh, the location of the principal sea port has placed
the Chittagong city in a geographically advantageous position. The
increase of trade relation with the outside world has made the city nationally
significant. After the liberation period the growth of industries has
increased the commercial and other service sector activities which have

174



Zaman - Industrial Location

facilitated the development activities in the neighbouring growth centres. In
the past, the rivers were the cheapest means of transportation for internal
trade. For that reason, the river ports have been regarded as the
development centres clustering commercial, trade and industrial activities.
Although with the development of roads and railways most of these river
ports have lost their importance, the river ports like Sirajgonj, Chandpur and
Goalondo are still remaining important river ports for urban development
centres.

Intra-industrial linkage effect: The growth of a large industry favours the
generation of a number of small-scale industries. Within the large-scale
industries different technical equipment is engaged in producing spare
parts, and other specialized goods. These machines are SO highly
specialized that it is not always possible even for the large industries 10
make full time use of them. These specialized mechines, together with their
own parts of the process of production could be separated from the main
industry and set up outside. Thus, they become an independent complex
of industries and create an agglomeration [1; 127-9]. The number of such
industries could be expanded through the development of sub-contracting
arrangements with the local small industries. The large industries after
entering into a sub-contracting agreement may be assured of a speedy
supply of their raw materials and semi-finished products. They can also
economize in the use of capital and labour, which in turn lowers the costs of
production. The small industries on the other hand, may benefit from
financial and technical assistances, and particularly from a stable market for
their products [2;54]. The small industries can later serve the large
industries like an ancillary industry integrating themselves within a single
inter-industry linkage . The growth of these small industries with the help of
large industry can built an industrial centre. In Bangladesh, since the growth
of large industries is not so significant, the location of an industrial centre
resulting from some large industries is hardly available. Nonetheless, the
Chittagong Steel Mill, Ghorashal Fertilizer Factory and the Chandraghona
Paper Mill belong to some extent to such centres.

Proximity to the market: Itis advantageous for an industry to have a wide
market nearby. The industrial area around the capital city development due
to the biggest consuming centre of the country. The consumer goods like
food products, leather, tobacco, fruits processing, matches, soap etc. are
based on domestic raw materials. But resulting from the proximity to the
market these industries are located in Dhaka SMA. The other group of
industries consists of cotton textile, chemicals, machine tools engineering
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workshops, electricals etc. These industries are involved in the working of
materials from imported goods and directed principally at local and regional
markets. The development of these industries has created atmosphere for
the generation of other small and medium industries and also service
activities such as banks, commercial training and educational institutions,
health service and so on. All these activities have increased income for a
large number of people and has expanded the marketing facilities for the
concentration of industries [3;19].

Physical infrastructure factor: The problem of industrial location appears
to resolve itself into a comparative costs analysis. Transportation network,
availability of power supply become specialized and adapted to the needs
of the industry. Praticularly, the transportation system in the recognized
means of interdependency among the development centres. The excess
production crops and manufacture goods after consumption by the local
people, cannot be made economically profitable. Similarly, agricultural
inputs must be moved from the producing area to the consuming areas. A
centre would expand rapidly when it provides extensive transportation
networks. Some railway stations became important clustering points of
human trade and commercial activities. These centres have facilitated the
growth of industries of different sizes. The establishment of a large railway
workshop at Saidpur Railway junction have encouraged the concentration
of small industries and other development activities [4;17]. Ishwardi,
Bhairab have turned into small development centres resulting from the
location of railway stations.

A steady and uninterrupted power supply at a reasonable rate is one of
the preconditions of smooth and widespread economic growth of any
region. Power is one of the Key infrastructural facilities On which the
industrialization largely depends. Slow industrial growth in the northwest
area has been attributed in the high costs of production. Apart from the
poor transportation and communication systems, the shortage and
irregularity of electrical power supply and the absence of gas are mainly
responsible for high costs of production. On the other hand the supply of
gas from the Titas Gas Field and the electricity from the Ashuganj Power
Station have promoted the growth of industries in the central region.

Availability of skilled labour: Availability of trained labour is regarded as a
great facility for the location of industry. Some areas or districts enjoy the
distinct advantage of producing specialized goods. The products of these
areas has become the tradition of some districts. This tradition has been
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developed largely due to the availability of skilled labours. The people of
some areas of Pabna and Tangail have engaged from generation to
generation in producing textile goods like Sarees and Lungis [5]. These
textile goods have high reputation for their fine texure and maintain an
absolute monopoly over the similar products of other areas of Bangladesh.

Political and administrative factors: Industrialization and urbanization are
inter related. In the urban centres, the social and physical infrastructure are
better developed and provide improved markets for industrial goods.

During the British period, the districts served administrative purpose of
the colonial government. Later, the districts made larger assemblage of the
people and provided infrastructural facilities and thus gave rise to the
industrial development.

Bangladesh is divided into four "Divisions" on the basis of administrative
purposes. Each divisional centre is now regarded as the core of
development in the country. Particularly, the Dhaka city is the main urban
centre and the capital of Bangladesh. This city provides diversified market,
advanced infrastructure, most developed social service activities. All these
activities have favoured the largest concentration of industries and related
commerical institutions. Similarly, Chittagong and Khulna cities are the
divisional headquarters of Chittagong and Khulna Divisions and have
placed these cities in advantageous position for the location of industries.
The three cities constitute the largest industrial centres comprising over
60% of the total urban population of the country, 90% of the country's large
industries, 75% of the total bank credits. Rajshanhi city is the fourth biggest
city of the country but it remains tar below the other three urban centres.

Finally, since economic development is related 1o the political
consideration, the nature of the ruling class is also regarded as an important
determinant of the concentration of industrial activities. In Bangladesh, the
big share of national income is reserved for a small group of elite people.
Although the elite are such tiny group and their role in the national
economy is very limited, they exercise a profound influence over the policy
makers to concentrate on development programmes in and around the
cities where they reside.

V. THE CONSEQUENCES OF UNEQUAL CONCENTRATION OF
INDUSTRIES IN THE FUTURE ECONOMIC DEVELOPMENT PROCESS

In our agriculture dominated commercialized economy, the growth of
industries at any favourable location elicits resources like labour, capital and
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entrepreneurial taients and inspire them o move from the rural peripheri to
the centre where economic development tends to be sustained and
cumulative. In the beginning, the inflow of human resources may benefit
the promotion of industries and urbanization which are the important
indicators of development. This was happened in the western
industrialized countries where industrialization and urbanization were
complementary to each other. It is true that the urbanization in the
developing countries is expanding rapidly. But the urbanization in these
countries is not taking place through the expansion of the industrial base,
as it happened in the European countries, but it is an expression of the
severity of the agrarian crisis [6:468]. This more serious in a poor
commercialized economy of Bangladesh where growth has been taking
place in few urban centres by draining the resources of the rural areas. The
situation is exacerbated when only one or two cities dwarf all other urban
areas and drain all human and surplus wealth of the country side. The high
concentration of the industrial and commercial activities in the big
metropolis Dhaka and Chittagong are dividing the country into industrially
developed metropolis and backward rural regions. In such situation the
backward region would witness a continuous outflow of migration. The
resources of the backward region will remain unutilized and loose their
aconomic viability. As a result , the nation will be looser.

Although the country's level industrialization remains very low, the
unequal concentration of industries has influenced the region's
development. The Central region enjoys the highest per capita income,
highest rate of urbanization, highest rate of literacy [7;108]. The Eastern
region ranks second in these regards. The location of metropolis has
generated the growth of all sectors in the nearby areas of the metropolis.
The Khulna city is growing rapidly. But the influence ot this city in the region
is limited while on the other hand, due to the lack of large industrial cities
and urban centres, the level of industrialization is lowered, which in turn,
prevents the growth of other sectors in the Northwest region. If such
tendencies continue, the Northwest region will experience a continuous
outflow of capital and resources to the other regions where the
development activities have been concentrating.

V. CONCLUSION

Economic development must be considered as a process of national
economic, political and social integration, and benefits of development
should not be seen just in terms of overall growth rate, but influences on
local people resulted from modernization [8;117]. The average rate of
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growth does not necessarily mean a reduction in regional disparity, in fact
they may tend to increase. Since development is strongly influenced Dy
industrialization, the disproportionate concentration of industries would
certainly increase unequal development among the regions, and that is
happening in Bangladesh.

Needless to say, a metropole can provide extensive facilities for
industrial development which a small centre cannot. In that case, the
government provide facilities to make the small urban areas of the backward
region more competitive [9:89]. In respect to the mobilization of local
resources, some areas such as Northwest region, despite rich indigenous
resources remain backward. Due to the lack of initiatives, the untapped
resources have been deprived of economic viability. It is through the
government initiatives, a more favourable atmosphere could be created to
locate the resources and investors in and around one location which could
turn into a large industrial centre. This will not only counter the high
congestion of the congested metropole but bring the backward region out
of the present stagnation and in this way the country will move towards a
balanced development. By balanced development it does not mean that
each centre or region should be developed equally. By balanced
development it means that facilities and opportunities should be created in
such a way so that the backward region could maximum utilize its domestic
resources, and in this way this region could attain a higher rate of growth.
Such strategy would minimize the unequal level of development, would
reduce the out migration and expand market in the region as well as inthe
country.
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PROSPECTS OF EXPORT INDUSTRIES IN
BANGLADESH

S. AHMAD"

1. INTRODUCTION

Foreign trade has assumed a central role in the development plans of
many developing countries. For many of these countries foreign exchange
scarcity constitutes a strategic bottleneck in the development plans, and
export trade can assume an important role of bridging the ‘foreign
exchange gap' which represents a first step in the formulation of
development plans. Export growth is seen as a determinant of import
capacity which, in turn, is a determinant of the level of domestic economic
activity. Some of the least developed countries like Bangladesh with its
ever widening 'trade gap' need to take immediate effective steps to explore
all the possible avenues of earning foreign exchange and to find all
possible ways to reduce the demand for foreign exchange.

Bangladesh has been an agrarian country. Since 1947 industrialization
was the main strategy of development. The distinguishing feature of
Bangladesh industrialization was import substitution with little emphasis on
export promotion [2; 313-5]. Moreover, import substitution was
encouraged by protecting the domestic market for manufactured goods
through imposition of cascading tariffs and non-tariff barriers on imports.
The industrial structure developed in the protected domestic market was
also economically inefficient [17; 213-246, 18]. Apart from inefficient
industrial structure import substituting industrialization created a bias
against exports [2; 333-4]. As a result there was a slow increase in exports
and export earnings, and rapid rise in imports and demand for foreign
exchange, causing ever increasing balance of trade deficits.

Bangladesh is one of the most populous countries in the world, and has
one of the lowest per capita incomes. Its main natural resources are natural
gas and fertile soil. The economy is predominantly an agrarian one and the
major export commodities are agro-based. But the share of primary
commodities in exports has been declining faster since the early 1950s,
and the market prospects for them are not bright in general [5; 9]. The major
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primary export products of Bangladesh are (a) raw jute and jute
manufactures; (b) tea and (c) hides and skins and leather. Among them,
demand prospects for raw jute, jute goods and tea are not very good, and
for hides and skins and leather, it is fair [2; 33-111]. However, this is a good
reason why we should look for other products in the manufacturing sector
having better export demand prospects. We have seen in the post-war
economic era the rapid metamorphosis of a few developing countries like
Honk Kong, Taiwan, South Korea into newly industrializing countries (NICs)
through exports. These countries along with few other developing
countries have experienced spectacular growth in the 1960s and 1970s in
the exports of manufactured and semi-manufactured items into the
Western markets. Before it is too late, Bangladesh, following the example
of export-led growth of these countries, still possibly can choose a strategy
of economic development utilizing its export potential.

Hence, the purpose of this article is to identify a range of industries in
Bangladesh whose products are not currently exported but which may
have a good export potential. We like to identify the industries on the basis
of some studies on exports from the developing countries. In search of
comparative advantage of Bangladesh industries in the production and
exports of manufactured and semimanufactured goods a few trade theories
are discussed in Section I, general export trade pattern of developing
countries in Section |11, revealed comparative advantage and developing
countries exports in Section 1V, general factors affecting the growth of
export industries from the developing countries in Section V, existence of
such factors in Bangladesh in Section VI and finally conclusions are drawn
in Section VII.

Il. TRADE THEORIES

Three trade theories are discussed in this section because discussion of
these theories is expected to facilitate the understanding of readers about
the general trade patterns of developing countries.

2.1 Factor Proportion Theory

A great deal of discussion has taken place in the international trade
literature pertaining to absolute and comparative advantage. A most
propounding theory was delivered by Heckscher-Ohlin which simply states
that a country should develop those industries which suit its endowments.
A labour abundant country like Bangladesh could be said to have a
comparative advantage in labour-intensive commodities if the pattern of
exports is determined by their labour intensities. In addition to the
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Heckscher-Ohlin type stress on the human and physical capital versus
labour-intensity or value-added per employee issue, discussions also
incorporated other considerations such as, capacity for innovation [25].
natural resource intensity [10], economies of scale [15], the share of the
home market or firm size, product age, product standardization [10], and
multinational corporation influence [20]. However, Heckscher-Ohlin
theorem above all provides us with an enduring guide to patterns of
specialisation. Although some look at the discovery of 'Leontief paradox’ as
throwing doubt on the Heckscher-Ohlin theorem, this may also be
conceived to explain skilled labour and perhaps technology as being
important factors of production.

2.2 Domestic Resource Cost (DRC)

This is really an applied form of factor proportion/comparative cost
theory. Developed first in the 1950s and formalized by Bruno, domestic
resource cost measures the cost in terms of the domestic factors of
production, of earning or saving a net unit of foreign exchange in a
particular project or stage of production [16; 43-68]. This technique has a
precise advantage as it provides a rule-of-thumb guideline for the selection
of potentially efficient export items. Thus, a cut-off point could be chosen
by the planners at the point where the value of the DRC {of earning a net
unit of foreign exchange) was exactly matched by the shadow price of
foreign currency.

A World Bank study identified three factors in estimating DRC : unskilled
labour, skills, and physical capital [27]. Findings of the study indicate that a
sector/industry with low DRCs will entail less costs in the production of
value-added in that sector/industry than the production of value-added in
sectors/industries with higher DRCs. This implies that in a labour abundant
economy a relatively labour-intensive commodity will have less DRC and
hence less cost in the production of its value-added compared to a
relatively capital intensive commodity. In other words, DRC criterion tell us
that potential exports from a labour abundant countries are the labour
intensive commodities.

2.3 Product Cycle Theory

Product Cycle Theory has been developed by, amongst others, Vernon
[23], Wells [24], Hufbauer [15] and Hirsch [12]. This theory endeavours to
show how the location of production sometimes shifts overtime between
countries at different stages of a product cycle. A new product is normally
first developed in technologically advanced countries. It then moves into a
growth phase when capital intensity increases and mass production is often
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introduced; in this phase management skill tends to become more
important than technical ones, as technology becomes increasingly
standardized. Once this has occurred, and if it is a labour-intensive product,
then production tends to shift in the mature phase to intermediate
countries where cheaper labour can be employed. Thus, the product cycle
theorists point to the possibility of low wage countries having a comparative
advantage in mature, standardized products when they are labour-
intensive and sometimes resource intensive.

The growing internationalization of the production process and the
acceleration in the product cycle which has probably taken place in the last
fifteen years or so due to factors such as improved international
dissemination of know-how, lower real transport costs, the activities of
multinationals and government policies seeking consciously to build up
export industries in developing countries are trends which seem unlikely to
be reversed.

lll. GENERAL EXPORT TRADE PATTERN OF DEVELOPING COUNTRIES

Empirical studies suggest that the bulk of exports of manufactured
goods from developing countries to developed countries constitute
labour-intensive products. Textiles, clothing, shoes and electronics are
among the major labour-intensive products exported by the developing
countries. The ranking of the industries is much the same from country to
country, even from the most developed to the least developed.

Lary established two criteria to select the labour-intensive manufactures
from the less developed countries (LDCs) which are potentially suitable for
exports [19]. The first criterion is that "in value added per employee in the
United States they do not exceed the national average for all manufactures
by more than 10 per cent and the second criterion is that in total imports by
developed from less developed countries in 1965, they add up to
$100,000 at the three digit level of the standard Industrial Classification"
[19; 86]. Later works by Cable and Weston [6] and Rahman [21] gave
persuasive support to Lary's work. Cable and Weston made a brief test
taking two countries : the UK and India. Twenty-six categories of industries
at the three digit level were selected. Rank correlation analysis showed
there was a statistically significant relationship between the rankings of
industries of the UK and India, ranked according to the same value-added
method (R = C. 68). It was clear from their study that the industries such as
textiles, clothing, cotton spinning and weaving, leather goods, pottery and
chain, are relatively labour-intensive in both countries. Rahman however
ranked 26 industries of the US and India according to capital intensity per
man. The Spearman rank correlation turned out to be as high as 0.84 and
results were almost identical [21]. Helleiner also came out with the similar
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result that ranking of industries according to factor intensity measures are
similar in DCs and LDCs [10].

An Asian Development Bank study [3], on the basis of Lary's criteria has
classified the labour-intensive industries into three groups -

A - the most labour-intensive industries;

B - moderately labour-intensive industries;  /

C - marginally labou r-intensive industries.

These broad industry groups are further sub-divided into eight sub-
groups, but we will offer here only the sub-groups under A and B since
they offer more promise and potentiality for the developing countries.

A - The most labour-intensive manufactures/industries

Al : Local speciality manufactures, such as SITC 551 (essential perfume
and oils), 667 (precious stones), 896 (works of art, etc.), and 897 (gold,
silver ware, Jewellery).

A2 - Resource oriented manufactures, such as SITC 61 (leather, leather
manufatures) 63 (wood and cork manufactures), 512 (organic chemicals),
and 531 (synthetic dye-stuffs and natural indigo).

A3 - Textiles and clothing, such as SITC 65 (textile yarn, fabrics, made-
up articles) and 84 (clothing).

A4 : Other light manufactures, such as 821 (furniture), 851 (foot-wear),
and 899 (other manufactured goods).

B - Moderately labour-intensive manufactures/industries

B1 : Resource oriented manufactures, such as, SITC 62 (rubber
manufactures), 64 (paper and paper board), and 66 excluding 667 (non-
metallic mineral manufactures).

B2 : Footloose manufactures, such as, SITC 831 (travel goods,
handbags), 892 (printed matter), 893 (articles of plastic), 894 (toys, sporting
goods) and 895 (office supplies).

Labour abundant developing countries tend to have a comparative
advantage in labour-intensive products (other things being equal). In other
words, the more labour-intensive the commodity is, the stronger tends to
be the LDCs' comparative advantage relative to the DCs. But we also must
be concerned whether the commodity is skilled-labour-intensive or
unskilled-labour-intensive. Lary did not make this point clear. The LDCs are
expected to do better initially in the production and export of unskilled-
labour-intensive manufactures. With development these countries might
develop a comparative advantage even in the skilled labour and
technology-intensive commodities as well. This segment of the
comparative advantage is better explained by the product cycle concept.
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As we mentioned earlier, the developing countries are also expected to
have a comparative advantage in mature, standardized products, even
when they are capital as well as technology intensive. For example, NICs
such as Singapore, South Korea, Taiwan, etc. relied less on labour-
intensive products in the 1970s, and their success is more marked in
engineering products requiring somewhat higher input of skills and
technological sophistication [9]. In that stage the structure of these
economies is also sharply different from those of typical LDCs.

IV. REVEALED COMPARATIVE ADVANTAGE AND DEVELOPING
COUNTRY EXPORTS

It is possible to find some direction in which areas the export promotion
and diversification drive should concentrate in LDCs including Bangladesh
through the 'revealed’ comparative advantage. Following Balassa [4],
 Donges and Riedel [7] calculated the ‘revealed’ comparative advantage
which calculates the advantage on the basis of actual trade-flows to and
from each of the fifteen developing countries? in the sample and then
aggregated the data. The ‘revealed’ comparative advantage (RCA) cenires
around the assumption that a country's imports indicate which of the
domestic industries are not competitive and the country's exports point to
the industries which show comparative competitiveness. According to this
concept of RCA, a coefficient value greater than zero indicates that the
industrial activity has comparative advantage, and for values less than zero
the opposite holds.2

The following tables 1 and 2 show RCA for selected developing country
products.

1. Countries consist of Brazil. Colombia, Egypt. Hong Kong, India, Israel, Korea, Malaysia,
Mexico, Pakistan, Singapore, Spain, Taiwan, Turkey and Yugoslavia,
2. The statistical formula used by Donges and Riedel (1577} to calculate RCA is as follows :

X o=m. CI WL
(ReAy =[5 (—A—d-: LiZi?® ) 1]
I Xj+my i‘-:..»,.}-m#
| T
PN, AL e b 119
] = : e Ry 15
j Y5+ gy z
with the expression within bracket times +1 for ‘—I‘—-x“ - Zmli >0
~1?cr£:ﬁ]-—£mij<0
Where, X = eXports
m = imports
i = SITC eommodity group
| = country
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Table-1 : Substantial developing country comparative aﬂgamaggﬁ
Footwear
Cotton fabrics
Clothing

Tanning and Leather
Wood manufactures ++
Household equipment
Jewellery +

Furniture +

Veneers and plywood ++
Cutlery ++

Floor coverings, carpets.

Source : [7; 95-6]

Table-2 : Significant developing country comparative advantage®

Source ;

Toys, Sports goods ++

Made-up textile articles-

Works of art

Perfumery, cosmetics

Leather manufactures

Domestic electrical equipment ++
Musical instruments

Fur clothing

Metal containers
Telecommunication apparatus ++
Railway Vehicles

Plastic articles

Office supplies.

[7; 95-6]

From the above empirical investigation it was found that the RCA
increased from 36 items in 1962/63 to 53 items in 1972/73, and strongest
comparative advantage according 1o 1972/73 data were in cotton fabrics,
textiles, clothing, tanneries, canned fruit, jewellery and wood products. Not
surprisingly they are all labour-intensive/or resource-based products.

3. Comparative advantage indices of over +4.0
4. Comparative advantage of indices of + 2.0 to + 4.0

++ - a sharp increase in comparative advantage between 1962/63 to 1972/73.

— : a decline in comparative advantage.

+ - moderate increase in comparative advantage between 1962/63 to 1972/73. /
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The results of the study make it clear that tremendous expansion in
exports during the 1960s was accompanied by a good deal of product
diversification. That is, "The experience of these countries does suggest
that export promotion does not necessarily imply the preservation of the
initial industrial structures. On the contrary, it may well be an important
catalyst for structural change in developing countries” [7;72].

Islam has estimated DRC for 62 products which are currently produced in
Bangladesh [16]. He has identified using DRC some products which have
comparative advantage in both short-run and long-run (Table 3), some
products which have comparative advantage in the short-run but not in the
long-run (Table 4), some products of which comparative advantage is
uncertain (Table 5) and some products ;which do not possess any
comparative advantage (Table 6).

Table-3 : Products Having Comparative Advantaae in B
(a) Tea blending
Footwear except rubber footwear
Jute Manufactures (including carpets)
Tanning and leather finishing
Leather products other than footwear
Sugar
(b) Umbrella
Readymade garments
Cotton textiles $
Threads
Bicycles
{c) Silk and art silk
Paint and varnishes
Boot polish
Disinfectants
Cement
Heating equipment (Kerosine cooker)
Electric fans
Fire extinquisher
Textile machinery
Pumps
Agricultural machinery (drill machines, diesel pumps)

! Rubber footwear.
Source: [16; 57-62]
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Table-4 : Products Having Comparative Advantage only in the Short-run in
Bangladesh.
Textiles NEC
Articles of pulp and paper
Acid and alkalides
Matches
Iron and steel
Manufactures of glass (glass sheets)
Hand and edge tools (shovel, spades, etc.)
Source : [16; 57-62]

Table-5: Products Whose Comparative Advantage is Uncertain in
Bangladesh
Cigarettes

Wood furnitures

Plastic and synthetic products

Industrial machinery

Distillery

Tobacco manufactures.
Source : [16; 57-62]

Table-6 : Pr Without Havin m iv van in Bangl
Fruit canning
Edible oil and fats
Woollen textiles
Narrow fabrics
Knitting hossiery
Paper and pulp
Perfumes, cosmetics, soaps
Glass products
Metal products
Stainless steel cutlery, and utensils
Hardware (tower bolts, door hinges)
Metals and barrels
Bolts (rivets, wire nail etc.)
Communication equipment (radio, refrigerators, etc.)
Pen and pencils Sewing machines
Industrial Chemicals
Coal tar
Miscellaneous electrical goods (generators, transformers)
Ship building
Source : [16; 57-62].
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The products in Table 3 (a) have comparative advantage because they
are besed on resources/raw materials available in Bangladesh. The
products in Table 3 (b) have comparative advantage because they are
labour-intensive products and Bangladesh is a labour abundant country.
For the products in Table 4, their production is socially profitable only with
the existing capacity and additional capacity in these products should not
be created with new investment.

From the available data Islam could not decide whether the products in
Table 5 had comparative advantage in Bangladesh [16]. Further research is
advised on these products. For the products in Table 6 he suggested to
import them as they did not have comparative advantage in Bangladesh.

V. GENERAL FACTORS AFFECTING THE GROWTH OF EXPORTS FROM
DEVELOPING COUNTRIES

A number of factors could be listed which influence the export industry
performance of a developing country. More than one factor was
responsible for the NIC's success in their export-led growth strategy. Low
wage cost definitely was the dominant factor determining which developing
countries had a comparative advantage in the clothing, footwear and
electronics industries. For some other industries, low wage cost is only one
of the numerous factors. Labour productivity is often an important factor
determining the comparative advantage of a country, given the same capital
equipment. Other factor such as government incentives, multinational
corporations, and political stability may also help to boost the exports of a
country. We now examine briefly their possible role in the export promotion
of a country.

5.1 Low-wage Cost ;

It is usually considered that low-wage cost is central in determining the
comparative advantage of countries in certain products. It is however
difficult to explain the success of the major developing country exporters
by resorting only to this factor alone. Clearly multifarious forces are at work.
Still there is no denial of the fact that wage-cost differential between
developed and developing countries is an important source of comparative
advantage for the latter. The following table presents wage-differentials
between the U.S. and LDCs as a whole for a few selected products in
1969.
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Table-7 : Average Hourly Earnings in LDC Establishmenté Processing or
Assembling U.S. Materials and Estimated Earnings for Comparable Jobs in
the U.S. by Product Group, 1969.

US $ per Hour Ratio of U.S.
ltems LDCs u.s. to LDC Wages
Clothing 0.31 2.66 89
Consumer electronics 0.31 2.86 89
Office Machinery 0.35 3.07 8.7
Semi-conductors 0.42 291 6.9
Toys, dolls and models 0.38 2.59 6.8

Source : Compiled from data submitted by U.S. firms to the U.S. Tariff Commission, reported
in U.S. Tariff Commission, Economic Factors, TC Publication, 339 Washington,
D.C., 1970.

As cited in [7:84]

From the above table it can be seen that wage-differentials between
LDCs and the U.S. in producing labour-intensive manufactures amount 10
an average factor of 8. Under such circumstances existing tariff barriers may
be outweighted by this wage advantage and should not be an
insurmountable obstacle for LDCs to expand their export of manufactures.

5.2 Labour Productivity

Labour productivity is often an important factor. It can be as high and
sometimes higher in the NICs than in the Western countries. There are two
main reasons for this :

(i) Some of the large modern factories established in recent years in the
NICs are as well equipped as all but the best Western plants.

(i) Weak or non-existont unions and threat of starvation in the absence
of social security measures arouse strong motivation among workers
towards their duties. Other factors which contribute to labour productivity
are the emphasis given to labour-training and staff development at all levels
and good management and supervision of factory operations.

5.3 Government Incentives

Government incentives can play a vital role in promoting and developing
export-oriented industries in a country. Most of the NICs attached utmost
importance and put a high priority on stimulating the export-oriented
industries. The policy ambience has also been appreciably more favourable
than in most Western industrial countries encouraging shifts in investment
spending. The government incentives may take the following forms :
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(i) relatively liberal import and export and payments regime (including
free-trade in inputs for export industries);

(ii) a competitive exchange rate policy;

(iii) the absence of excessive protection to local import-substituting
industries;

(iv) fiscal incentives for production of export products (such as, tax-
holiday, accelerated depreciation allowance, etc.); -

(v) demand managment policies.

Empirical work in this connection also suggests that there exists a very
strong and positive correlation between policy orientation and improved
export performance, and that the government has leverage. Analyzing the
past data for a few developing countries, Donges Riedel concluded the
rate of growth of exports is spectacular in those countries where the
government made the greatest efforts to promote export activities [7].

5.4 Muiltinational Corporations

Multinational corporations can help to overcome some of the initial
problems of a developing country very eager to promote its exports. When-
a product is at the development or growth phase of the cycle, usually it is
only with the help of 2 multinational parent corporation that a developing
country can be in a position to produce and trade that product. Direct
investments, contract assembly arrangements (for example electronic
assemblies for TV sets, or making up cloth from cut-outs), royalty
arrangements (for both technology and trademark use) and technical
support arrangements are some of the forms of collaboration that can take

place between developing cou ntries and multinational corporations
(MNCs). Direct foreign investment through the MNCs can act as scurces of

capital, technology and market outlets for the LDCs [10; 21].

5.5 Retail Organizations

Retail organizations in developed countries can also play a vital role by
providing the marketing outlets for products from the LDCs under
appropriate contractual arrangements. These large chain retailers can also
help the existing firms of the LDCs to identify the sources of production,
and supply R and D inputs by providing product specifications enabling
them to keep abreast of changing tastes in the market countries. Given the
increasing popularity of low-cost retailing in the industrial countries, and the
evident profitability of such ventures, one would expect this kind of activity
to spread in the future [13; 145].
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5.6 Political Stability
Probably the most common thing shared by the successful exporting

countries of Asia is a record of political stability and the pursuit of a free-
enterprise system. In some of them, state planning and intervention are not
absent altogether. Because government and business are so interwoven
such intervention and control may well facilitate rather than hamper

company business interests.
Instability in the government makes it difficult to continue a coherent and

long-term export policy. Each government may have its own philesophy
which may not necessarily be favourable towards export promotion when
there are frequent changes in the government. 'Better and long-term
policies for promotion of exports can affect the export growth
tremendously. Projections made by the World Bank show that South Asian
countries could double their manufactured exports in 1985 above the level
expected on a trend basis if they adopted consistently more helpful export
policies (Table 8).

Table-8 : Alternative Projections of LDC Manufactured Exports : Existing
Policies Case (A) Versus 'Better Policies’ Case (B) (5m).

Annual growth rate

1975 185 {percent)

Actual A B A B
South Asia 2,900 6.250 11.800 8.0 15.0
India 2,080 4490 8,430 8.0 15.0
Pakistan 590 1.210 2,180 75 14.0
Bangladesh 180 430 520 9.0 13.0
Si | anka 35 SG 43c 10.0 300
All LDCs 32,700 94.000 115.000 11 13.4

Source: World Bank Staff Study, Prospects for Developing Countries : 1877-85, The World
Bank, Washington, D.C., 1976.

V1. EXISTENCE OF THESE GENERAL FACTORS IN BANGLADESH

Average hourly wages in the cotion textiles industry of Bangladesh were
$ 0.21 for skilled labour and $ 0.11 for unskilled labour. They were still lower
in jute textiles and matches industries (Table 9). If they were compared with
average hourly wages of LDCs in 1969 and of USA in 1976/77, they were
found much lower than those of LDCs and USA (Tables 8 and 7). Thus
wage differentials between Bangladesh and USA were much higher than
those between LDCs and USA.
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Table-9 : Average Hourly Wages For Some Jobs in The Manufacturing
Sector of Bangladesh and USA (US $).

Wages Per Hour
ltems : Bangladesh USA
Skilled labour I Unskilled labour
Cotton textiles 0.21 0.11 4.40
Jute Textiles 0.13 0.10 -
Matches 0.13 0.10 -
Engineering 0.18 0.17 —

Sources: (i) Hourly wages for Bangladesh are estimated from daily wage figures obtained from
[22; 661]. They are converted into US dollar assuming Tk 27 = US $ 1.00.
(i) Hourly wage figure for USA are taken from [8; 37].

Enterprises in the manufacturing sectors of Bangladesh are usually set
up with machineries imported from abroad. The machineries of the
enterprises established earlier are overhauled under the balancing,
modernizing and replacement (BMR) programme. These factors are
expected to contribute to higher labour productivity in the manufacturing
sector of Bangladesh. But there are problems in the manufacturing sector
such as workers' absentism, labour unrest, frequent power failure, shortage
of complementary inputs due to shortage of foreign exchange, etc. which
indirectly negatively affect the labour productivity. On balance, we cannot
say whether labour productivity in the manufacturing sector is high or low,
as we do not have data on absolute level of labour productivity. However,
the available productivity index reveals that labour productivity in the
manufacturing sector has been increasing over time with 1976/77 = 100 as
the base year (1984/85 Statistical Yearbook of Bangladesh, 1985).

Various attempts were made to provide incentives to exporters.
Immediately after liberation in December, 1971, export industries such as
fisheries, leather, carpets, readymade garments, etc. were granted licences
to import parts and machineries required for their BMR programmes, Import
duties on machineries for export industries were reduced compared to
domestic market oriented industries. The Export Performance Licence
(XPL) was introduced in 1974. Exporters of commodities in the XPL list
were granted import licences on the basis of their export earnings. A higher
percentage of export earnings was allocated to an individual exporter of
slow moving/new non-traditional XPL exports for importing raw materials,
spares and machinery. A direct subsidy was given to jute manufactures and
slow moving exportable commodities. Income-tax rebates were granted 1o
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exporters of goods except raw jute, jute manufactures, and tea. Duty free
raw materials were allowed for all export oriented industries. Manufactured
exports were also exempted from the domestic sales and excise taxes.
Export credit was provided to exporters of non-traditional® export items for
pre-shipment and packaging at concessional rates. The Export Credit
Guarantee Scheme was also introduced to cover political risks for exports
and served as a guarantee for bank credit. The taka was devalued first time
in 1972 and second time in 1975. After 1975 exchange rates, in addition,
were adjusted in response to changing circumstances. A provision of state
recognition was introduced in the form of awards and trophies for best
export performers in every year. However, except devaluation aimost all the
export promotional measures were geared to boost up exports of non-
traditional commodities [2; 337].

Immediately after liberation, the government of Bangladesh was
constitutionally committed to establish a socialist economy, for which it put a
limit to expansion of the private industrial sector. As a result, foreign private
investors felt threatened® even though the government did not nationalize
any enterprise involving foreign private investment and declared that no
nationalization of industrial enterprises established with any amount of
foreign private investment within 10 years of their establishment and that
fair and equitable compensation would be given in case of nationalization.

The military government took power in November 1975. The revised
industrial policy announced in December 1975 welcomed foreign private
investment mainly in export-oriented industries. Incentives provided
towards foreign private investment were granting of tax-holidays for 4-8
years to industrial enterprises depending on their location in different
regions, liberai depreciation allowances on expiry Of tax-holidays,
exemption of foreign technicians from income tax, relief from double
taxation for investors from some specific countries, differential tariff
structures, restrictions on remitiances of profits, royalities and fees, access
to equity capital/loan from the specialized credit institutions, entitiement to
benefits from various export promotional measures, compensation in case
of nationalization, etc. A foreigner employed in industrial enterprises
located in Bangladesh was allowed to repatriate as family remittance 50 per
cent of his salary income subject to maximum of £200 per month. The

5. The traditional export items include mainly raw jute, raw hides and skins, tea and jute
manufactures.

6. To get some idea about the attitude of foreign private investors towards the industrial
policies of 1972 and 1974, see [1]
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parliament of Bangladesh passed “The Foreign Investment and Promotion
Act" in order to constitutionally promote inflow of foreign private capital in
Bangladesh. All such measures provided confidence among the potential
foreign investors and also removed apprehensions to some extent, about
non-business risks. In respons to these incentives, there was inflow of
foreign private capital, mostly in the export-oriented industries, which acted
as a source of technology to and market outlets of exports from
Bangladesh.

The Bangladesh government opened trade centres in different
countries and participated in trade fairs organized abroad. It also entered
into bilateral agreements with a number of socialist countries. Furthermore,
private trade delegates frequently visited foreign countries to survey the
demand for export products from Bangladesh and to study the probable
changes in taste of foreign consumers. Embassies/High Commissioner
offices of Bangladesh located abroad also played the role in acquainting
our exporters to foreign buyers. All these efforts are expected to diversify
the market outlets for exports from Bangladesh.

There is no reason to deny the fact that there exists political instability in
Bangladesh. Political instability might have affected the investment climate.
But the Bangladesh governments either political or military, were
determined to bring about structural transformation of the export sector
which is reflected in the consistent efforts to expand and diversify exports
through the provision of a package of incentives, a clearly defined export
policy and relatively stable exchange rate policy.

Vil. CONCLUSIONS

Looking into_ the tables 1,2,3,4,5 and 6 one can indentify some
industries whose products are not currently produced in and/or exported
from Bangladesh but may have comparative advantage. These ind ustries
are mentioned in Table 10. Bangladesh may have comparative advantage
in their production because of the reasons stated below.

Firstly, these are labour-intensive and/or resource-based industries.
Since the ranking of products with respect to factor intensities are similar in
developed and developing countries, they are also expected to be labour
intensive industries in Bangladesh.

Secondly, Bangladesh is a labour abundant country. Labourers are both
skilled and unskilled. Some of these industries use skilled labour and some
other industries use unskilled labour. Furthermore, wages are very low
compared to those in developed and other developing countries. In
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accordance with the Factor Proportion Theory and the Domestic Resource
Cost Theory, these industries may have comparative cost advantage in
their production in Bangladesh.

Table-10 : P which are Not Pr X from
Wood manufactures Made up textiles
Household equipment Works of art
Jewellery Domestic electrical equipment
Furniture Musical instruments
Veneers and plywood Telecommunication apparatus
Floor coverings, Railway vehicles
Toys and sports goods Office supplies

Thirdly, production process in these industries are well-known and
stable. Their chain operations are strictly specified, leaving comparatively
no room for mistakes. Machineries for plants of these products are
standardised, easily obtainable and maintainable.

Accordingly as the product cycle theory suggests their production
locations can be shifted from developed countries to developing countries
like Bangladesh. /

Finally, most of the factors favourably affecting the growth of exports
from developing countries appears to be present in Bangladesh. These
factors are expected to facilitate the development of these products as well
as products of other export industries.

Thus the whole range of products in Tables 3, 4, 5 and 10 from the
potential exports and exportables for Bangladesh except jute
manufactures (including carpets), footwear exceot rubber footwear,
tanning and leather finishing and leather products ctner than tootwear,
which are currently exported by Bangladesh. Industries producing these

products currently or in future are expected to have bright prospect.
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AN EVALUATION OF IMPORT SUBSTITUTION AND
EXPORT ORIENTED INDUSTRIALIZATION IN
BANGLADESH

ABDUL BAYES’

1. INTRODUCTION

The importance of industrialization as the linchpin of sustained
economic development is well recognized. In Bangladesh, the share of the
manufacturing sector in GDP, in the absence of extended coverage,
continues to remain at around 10% and the industrial sector accounts for
8% of total employment [10]. Besides, the sector contributes the dion share
to the total foreign exchange earnings and supplies basic necessities to
people and essential inputs to other sectors of the economy. The nability
of the industrial sector in generating employment is further enhanced by
the growing limitations of the agricultural sector in providing increased
employment. Serious efforts at industrialization are, ifso facto, being made
to promote economic growth in Bangladesh.

Management of the industrial sector always involves consideration of
trade-offs among multiple and conflicting objectives. One such trade-off is
between Import Substitution (IS) and Export Oriented (EO) policies. On the
one hand, it needs to be ensured that shortage of technical know-how and
foreign exchange do not militate against rapid economic growth. This
concern inevitably makes the expansion and promotion of the export
sector an imperative one. But strengthening of national self-reliance and
saving of scarce foreign exchange, on the other hand, call for top most
priority on an efficient import substitution strategy. In development
economics, the former is called an "outward looking" and the latter, an
"inward looking" strategy. Due to their competing claims on incentive
schemes and resources, they tend to appear as Siamese Twin ; growing
one implies retarding the other. In fact however, an optimal mix of the two

Early industrialization efforts in Bangladesh, as in many other developing
countries, focused mainly on promoting IS industries with little attention
initially being paid to the expansion and diversification of the export sector.

* Associate Professor, Department of Economics, Jahangirnagar University.
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A low elasticity of foreign demand for the major exports, inter alia, provided
a further justification to the biased emphasis. The problems of the export
sector were unwisely over-emphasised and no sincere efforts were made
to overcome them [12]. Excepting the last few years when the export
sector has been receiving some kind of a boost from the government, the
universal trend of over-emphasising IS continued unabated in the post-
independence era.

The experiences of countries which opted for an unduly emphasised
inward looking strategy, however, testimonies that trade and industry
policies towards such strategy not only fail to build a dynamic industrial
sector but also contribute little to bridging the balance of payment gap. It is
now being argued that the strategy provides a spectacular growth at the
beginning but later falls on its face and further expansion is contained by
the built-in bottlenecks. The situation is commonly referred to as the
"exhaustion of easy import substituting opportunities".[18].

Although grandiose generalization is difficult to make on the basis of the
experiences of other countries, it may, nevertheless, be useful to consider
the relevance for Bangladesh of some of the reasons as to why heavy
reliance on an inward looking trade and industrial policies result in limited
success. The enquiry into the industrial policies of Bangladesh and the
subsequent industrial structure so created, is expected to shed some light
on whether the strategy of industrialization in Bangladesh should be
looking inward or outward or inward and outward.

OBJECTIVES AND HYPOTHESES

OBJECTIVES
The following are the main objectives in this paper:

{a) to give a brief outline of the policy changes by successive regimes that
affected the nature and pace of industrialization in Bangladesh;

(b) to discuss the different aspects of IS and EO policies and their impact
on industrial growth ; and

(c) to suggest some policy prescriptions.

HYPOTHESIS

It is being hypothesised that the existing industrial structure promoted
by the industry and trade policies is not conducive to the long-run
development of the country through industrialization.

ORGANIZATION OF THE PAPER
The paper is organized as follows: Issues relating to the strategy of IS
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are discussed in part 2 while those relating to EO strategy are presented in
part 3. Some concluding observation are made in part 4.

2. AN EVALUATION OF IS STRATEGY
Macro-Economic Shocks, Policy Shift and Industrialization.

Since the independence in 1971, the industrial sector of Bangladesh
experienced a series of major economic convulsions. The first one was
generated by the war of independence that shattered the infrastructure
and demolished the economic base. The regimen of the industrial structure
was further affected by the quick switchover of policies pursued by the
successive governments. For example, as compared to a dominant private
sector economy of the pre-independence period, the economic policies
adopted by the Awami League government adhered to a socialist
framework where the ownership of industrial assets by the public sector
increased from 34% to 92% and the number of enterprises from 53 to 392
[14]. Consequent first industrial policy of 1972 emphasised a robust
development of the public sector restricting the private sector to small scale
investment. Subsequent relaxations on the ceiling of private investment
were made but the thrust remained on state ownership. A major departure
as it from the pre-independence period, it constituted a major macro
economic shock for the industrial sector.

The experiment however, did not last long. Due to the lack of political
commitment the attempts at socializing the means of production faileld and
the public sector was alleged to be devilled with mismanagement and
faultered in delivering goods and services, within a short span of time, the
public sector became a de trope to the donors as well as to the local
burgeosie. A major revision of industrial and other poficies was in the offing.
The violent overthrow of the Awami League government and the
subsequent hasty retreat from the past policies constituted the second
convulsion for the industrial sector. The chance in 1975 saw the advent of
an era with commitment to a private enterprise economy. Privatization in
Bangladesh took place with much fervour and in great haste. Not only
enterprises were sold out at knock-down prices but also the newly
established private interests started to enjoy debt-reliefs and new loans
with the help of unproductive rent seeking mandarins and elientalist power
brokers [15]. The overthrow of the BNP government brought further
uncertainties as to the future of industrial policies of the BNP government.
The concern fortunately, did not Iast long when the new regime declared its
aim to uphold the premises of a private enterprise economy. With a view to_

201



Bangladesh Journal of Policital Economy

invigorating the somnolent private sector, the industrial policies of 1982
and 1986 brought fundamental changes in the industrial environment and
promotional instruments.

Besides these shocks arising out of changes in political regimes, the
industrial sector was also adversely affected by a panoply of natural
hazards. Notwithstanding the debate on nationalization Vs privatization
and The ultimate adherence to the rectitudes of either, the trade and
industry policies pursued by the successive regimes in Bangladesh have in
most cases been adhoc and ambivalent. Policies were not weli thoughtout
and lacked an eclectic approach that is so urgently needed by a country of
poor resource base and high population growth.

The government used an arsenal of credit and incentive schemes e.g.
exchange rate, tariff and quota, to guide entrepreneurs to different
industrial activities, the most important being the maize of protection given
to domestic industries.

The notable objectives of the Industrial Policies of 1982 and 1986 are
"increased emphasis on private sector participation and promotion of
efficient import-substituting, export oriented and export linkage industries
... with comparative advantage through tariff rationalization and appropriate
fiscal measures” [9]. As well shall see, all the incentive schemes were more
favourable to IS and less to EO growth.

The Extent of IS in Bangladesh

The measurement of the extent of IS after independence is a difficult
task that requires a lot of quantitative exercise. However, a crude measure
of the magnitude of IS might be cbtained by loeking at the percentage of
the total supply (domestic plus import) met from domestic production, over
different time periods [14]. Thus measured, it can be observed from Table
1 that, over seventies, the country has become more self sufficient in the
production of cotton textiles, fertilizer, cement, and drugs and
pharmaceuticals. But for the supply of cotton yarn, transport equipment
and other goods, the country now depends more on imports for meeting
domestic demand.
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Table- 1: Percentage of total supply met from domestic production for
some selected commodities.

Commodities Year | % of Supply

1. Cement 1972/73 8.9
1977/78 38.6

1982/83 60.3

2. Fertilizer 18972/73 44 4
1977/78 37.6

1982/83 60.3

1987/88 30.0

3. Drugsand 1877/78 50.5
Pharmaceutical 1978/79 57.4
1982/83 60.5

1887/88 72.0

4. OQilseeds 1972/73 81.2
1977/78 80.6

1981/82 85.1

1984/85 87.0

5. Foodgrains 1972/73 78.0
1977/78 88.6

1982/83 89.5

1986/87 80.0

6. Yamn 1972/73 80.1
1977/78 86.4

1982/83 82.7

7. Cotton Textiles 1972/73 90.1
1977/78 87.8

1982/83 74.9

8. Transport 1976/77 29.3
equipment 1977178 43.3
1978/79 20.5

1987/88 19.1

9. Other Capital 1976/77 23.0
Goods 1977/78 13.6
1978/79 14.2

1886/87 15.6

Source: Compiled from different volumes of Statistical Year Book.
Figure in parenthesis show percentage of total.
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The Structure of IS Industries By Economic Use

The long history of the industrialization history of countries now
recognized as industrialized market economies bears evidence of a
transition of industrial structure sequentially through three stages
dominated successively by consumer goods, intermediate goods and
capital goods industries [3]. Exception to this, however, has been
observed in pianned economies where ideology came to dominate history.

The experience of Bangladesh with industrial development seems to be
consistent with the pattern of transition mentioned earlier even though the
country has been independent for nearly two decades. The structure of IS
by economic use is presented in Table 2. Two phases of industrial
development are discernible from the table. First prior to independence the
share of consumer goods sector has been rising as this was the early
phase of industrialization. As against this, the share of intermediate goods
sector steadily declined. In the post independence period, the change in
the industrial structure confirmed to the universal pattern showing a shift
away from consumer goods to intermediate goods, and also slightly to
capital goods. Notwithstanding this movement, as of now, more than half of
the fixed assets and more than four-fifths of the value added are
accounted by the consumer goods sector generating also about two thirds
of employment (Table 2). :

The growth of industries by economic use can also be judged by the
reporting number of establishments presented in Table 3. Of the total large
and medium industrial establishment as recorded by CMI, during eighties,
more than 70% is accounted by the industries producing consumer goods
as compared to little over 60% in the immediate post-independence
period. But in case of intermediate and capital goods industries, the
opposite holds. The number of reporting establishment of intermediate
and capital goods in fact sharply fell as compared to immediate post-
independence period (Table 3).

Reasons for rapid growth of consumer goods sector

Historically, a policy of IS favoured the rapid growth of consumer goods
industries for various reasons. First, the markets in developing countries
like Bangladesh are mainly of consumer goods where entrepreneurs need
not have to undertake the trouble of looking for new outlets for
domestically produced goods. Second, since foreign exchange is scarce,
government usually controls the flow of consumer goods (essential and
non-essential) into the country through imposition of high import duties.
This insulates the domestic producers from the world market and provides
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protection to grow into adulthood. Profitability created by such protection
obviously attracts private investments into consumer goods. Third, the
revenue aspect of the government also contributes to the option for
restricted trade that ultimately speed up the growth of these industries.

Table-2 : Structure of large and medium scale manufacturing sector in
Bangladesh

% Distribution
1977/78 1981/82 1985/86
Fixed Employ-  Value Fixed Employ-  Value Fixed Employ- Value
assets ment added | assels ment added | assets ment  added

5 1) 61.6 84.3 75.7 54.2 82.4 68.3 53.3 81.4 66.2
2. 33.7 127 178 279 13.3 27.6 29.3 14.2 28.1
3. 4.6 3.0 6.3 17.9 4.3 4.1 17.4 4.4 5

Total 100.0 100.0 100.0 100.0  100.0 100.0 100.0 100.0 100.0

1. = Consumer goods
2. = Intermediate goods
3. = Capital goods
Source: Bangladesh Bureau of Statistics, Computed from various tables presented in the
Statistical Year Book.

Table-3: Number of large and medium industrial establishment reported

Economic Use 1975/76 1976/77 1977/78 1978/79 1980/81 1981/82 198283

1. Consumer 1500 1520 1947 1864 2224 2388 2587
Goods ©0) (64 (72 (100 (72 (73 (74)

2 Interme- 605 686 580 626 662 678 704
diate Goods @5 (29 (22 (4 @1 (20) (20)

3. Capital 347 167 160 167 190 - 219 226
Coods (15) ] &) (8) (6) (7) (8)

. Total 2461 2373 2687 2657 3076 3285 3517
(100)  (100)  (100)  (100)  (100)  (100) (100)

Source: Compiled from different volumes of Statistical Year Book. Figures in parenthesis
show percentage of total.
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Table-4 Value of imported input as percentage of total value of inputs

Survey by the Author Reza et-al (1982
(1986) n = 12 n=26
Industry /Group —Export _._Dependencyin. | EvportEar.  Dopsndency
Earning dex: (Value of ing as % of Index: (value of
as % of imported inputs total imported
total as % of total Sales inputs as %
Sales inputs) of total inputs)
Local Foreign  Local Foreign Local Foreign Local Foreign
1. Pharmaceuticals 0.00 0.00 40 30 0.00 0.00 30 25

2. Other Chemicals 0.00 16.0 85 30 000 227 90 21
3. Garments Readymade 94.0 100.0 85 98 96.12 100.0 83 -

4. Tobacco 000 30 20 25 000 10 15 22
5. Food processing 500 770 20 65 6124 8193 18 60
8. Electrical Goods 100 150 90 82 0000 0000 95 14
7. Electronics 60 90 9 92 0000 0000 85 99
8. Metal 0.00 0.00 85 87 0000 0000 83 82

Consumer Goods Sector and Economic Development

Literature, however, repletes with cautions regarding dangers
associated with over emphasising consumer goods while adopting IS
[11,5]. First, this leads to consumption "Liberalization". With protection,
consumption of goods increase whereas in the absence of such
protection, shortage of foreign exchange would act as a constraint to
increased consumption. Khan observed substantial consumption
liberalization in the early phases of IS in Pakistan [5]. The author of this
paper is also working on similar line of reasoning for Bangladesh.
Preliminary findings show that consumption liberalization has taken place to
a greater extent, in case of textiles, sugar, cosmetics, cigarettes and soft
drinks. While more work is needed to arrive at a sound judgement, a priori, it
can be hypothesised that protection to domestic industries producing
consumer goods leads to consumption liberalization. This only exacerbates
the problems created by the prevalence of a dismally low private savings.

Second, a high degree of protection that proceeds the process of IS
usually allows (and probably induces) an excessive concentration of
investment in protected consumer goods industries. Once the capacity is
Created (export possibility being non-existent or unexplored) the optimal
way is to utilize the capacity of inducing domestic production consumption
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through sales promotion as well as putting pressures to keep taxes and
other constraints lower on the consumption of these goods.

IS and Capital Goods Sector

It has been observed that Bangladesh has comparative advantage in the
production of capital goods (e.g. engineering and metal). The sector
already accounts for 9% of total manufacturing employment in the country
and each one million taka of gross output in this sector generates 23.6 jobs
compared to only 18 in manufacturing as a whole. Because the sector is
responsible for producing goods which contribute to the formation of gross
fixed capital in industry, agriculture and service sectors, for both IS and EO,
Bangladesh has sound bank on the production of capital goods.
Noteworthy, in the absence of the development of a robust engineering
sector, few low income countries could have experienced a sustained rapid
growth [7;110].

Unfortunately government policies designed to foster industrial
development as well as agricultural development through imported
machinery have resulted in negative protection for most of the goods which
are or can be produced in Bangladesh, thus, attentuating the inherent
comparative advantage. Since much of the over-invoicing takes place with
the import of machineries, local compradors collude with power structure to
keep the process of "commissions and ommissions” alive. On many
occasions, in the name of quality differential, machineries have been or are
imported which can be produced in Bangladesh.

Since such industries constitute the base on which is raised the edifice
of modern industrialization, it could be deduced that the aim of economic
policies in Bangladesh was not so much industrialization with lasting effects
as to get quick results in the form of increased value of output irrespective
of the social cost involved.

IS And Domestic Resource Cost

The mis-allocation of resources is another dimension of the existing
protection. Johnson argued that IS as far as it departs from the principle of
comparative advantage may saddle a country with hith high cost industries
which can only breath behind a tariff wall [4]. In fact these industries may
turn out to be so inefficient that the amount of protection that has to be
provided to them is greater than their contribution in terms of value-added.
These industries, as can be seen from Table 5, are these with negative
value -added (e.g. M. S. billets, M. S. plates C. G. |. sheets, Paper and
Rubber products, Rayon and Silk yarn). High protective import tariffs, the
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import licensing schemes not only brought into existence industries which,
on grounds of comparative cost, would never have been started (in
efficient use of resources) but also abscurred the priorities within the
industrial sector.

IS And Elitist Comsumption .

Among the consumer goods, effective protection afforded to
"nonessentials” was higher than essentials e.g., handloom vs power loom,
sugar vs gur, edible oils vs other essential agricultural commedities. It may
be mentioned here that the income elasticity of demand for these goods is
greater than one and hence can be treated as "luxuries”. The strategy of IS
thus appears to have promoted "elitist" consumption. Since these
commodities are generally consumed by the richer section of the society,
for the system to continue, the present style of development requires that
income and expenditure are concentrated in the wealthiest strata.

IS And Import Dependence

As a result of IS backed by the erection of high tariff wall helped the
growth of domestic industries which depend more on imported inputs. An
attempt has been made by the author to look into the structure of exports
and imports by the industries to arrive at a dependency index. Similar
exercise was also carried out by Reza et-al. As can be greaned from Table, a
number of industries have negative balance of payments effects. They
‘export less but the import content is as high as 80% for some while about
two thirds for others. This implies that these industries have less backward
integration, spread effects are few, and capacity utilization is also low.

To assess the impact of imported inputs on capacity utilization the ratio
of actual production to full capacity production {capacity utilization) was
regressed on ratios of import requirement of raw materials (R) and spare
paris (S) to their total requirements.

U = 0.6451- 0.1850 R-O. 1560S
(0.0275) (0.0623) (0.0432)

R2 = 04016 DF=10

Where U = Ratio of actual production to full capacity production
R = Ratio of imported ratio meterials to total
S = Ratio of imported spare parts to total.

Industries relying heavily upon imported supplies of raw materials and
spare parts utilized poorly the installed capacity e. g. chemical products,
medical and pharmaceutical preparation, basic metals, etc. Shahadat Ullah
observed that the sectors heavily dependent on imorted raw materials e.g.

208



Bayes : Industrialization in Bangladesh

chemicals, heavy chemicals, textiles (excluding handlooms), showed
significant drop in efficiency while those using local raw materials e.g. food
drink and tobacco, wood products and in paper and printing the efficiency
ratio (ratio of value added to Gross Value ) improved [18].

In conclusion, the observations can be made that the strategy of IS
itself invited import dependence and heavy import dependence on raw
materials is causing low capacity utilization and lower efficiency. The
avalanche of industrial incentive schemes especially, the tariff structure,
distorted the domestic relative prices which robbed market of its
effectiveness to signal the line of comparative advantage. IS thus became
more lucrative than EO strategies, consumer goods industries more
attractive to capital goods industries.

Liberalization, an euphemism for an open trading regime is not a
solution to the problems mentioned above. To develop a significant
manufacturing base, a rational tariff structure has to continue with more
emphasis on IS in capital goods and expansion and diversification of the
export sector. A sudden liberalization of domestic or external ma.ket could
result in serious consequences. And lastly, high economic growth is
correlated with better governance rather than with economic openness [8].
And superior governance is a function of a proper blend of policies with
institutions. ‘

3. AN EVALUATION OF EQ STRATEGY

As mentioned in the introductory part, less enthusiasm, until the recent
past, was shown for the growth and development of the export sector. The
productive role of the exports in Bangladesh's future development was
shrouded in a high degree of pessimism([6l. The basis of the anti-expont
bias are (a) high concentration of the exports in few commodities; (b)
structural rigidities in production causing lower elasticity in the supply of
major exports; (c) low income elasticity of demand for Bangladesh’s major
exports and so on (Rahman Akhlaqur, 1984). In the absence of vigorous
economic and diplomatic drives the export market remained narrow and
historically few traditional items dominated the composition of exports[2].

However, since 1978/79, there has been an increase in the share of
non-traditional exports and all of these exports legitimately be considered
munufactures, the major share being accounted by readymade garments
and processed food. For example, during the last seven years, 1977/78-
1984/85 while total and traditional exports measured in 1983 constant
dollars grew at annual average rates of 7.6% and 4.3% respectively. the
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growth in the non-traditional exports in the same real term was a remarkable
25.1%. The growth of non-traditional exports, during the last few years, was
astoundingly high at 33.3% (Table-6).

A number of policies contributed to such a shift. The current incentive
schemes are aimed at increasing, especially, the exports of the non
traditional items. The schemes include, besides XPB, other important.
measures such as (a) access to tax-free imports of intermediate inputs
used in export production by a variety of measures; (b) an easy access to
imported inputs for some special products; (¢) a more liberal and subsidized
access to credit; (d) reduced taxes on machinery imports and (e) special
income tax concession. At the helm of all, a somewhat flexible exchange
rate is followed. .

However, the current policy prescriptions relating to the export sector
are neither sufficient nor are immune from deficiencies. First, the overall
effective assistance provided to the EO industries is much lower than the IS
industries. The average effective assistance for EO industries range from
73% to 2% while that for IS industries range from-200% to 400% (Table 5).

An estimation of the effective Exchange Rates suggest that an anti-
export bias of some 30% when all exports are considered against dutiable
imports and one of over 30% when non-traditional exports are compared
with dutiable imports (Table-7). Even non-traditional exports do not seem to
be specially favoured against traditional jute and jute goods which are
getting a larger level of assistance in terms of higher interest subsidy [13].
Second, these incentives confer sizeable benefits on only a few industrial
activities such as readymade garments, finished leather and leather
procucts, some specialized textiles etc. While most other activities starved
of such incentives. Third, export promotion policies bias exporters against
using domestically produced tradeable inputs. Since XPL/KPB is given on
gross export receipts, it provides no incentive to reduce the import content
of such export. Likewise, the access to bonded ware house facilities or to
duty draw backs, are an incentive only to the extent that the exporter uses
imported inputs. Thus an exporter who purchases domestically produced
intermediate inputs which embody dutiable imports is discriminated against
as compared to the exporter enjoying bonded ware house facility with no
dutiable intermediate inputs.

The obvious conclusion that emerges is that the prevalent incentives
are not adequate for exporting on the one hand and fail to encourage

210



Bayes : |Industrialization in Bangladesh

structural change and development of industrial linkage on the other. This
call for the creation of policy instruments that provide a positive incentive for
export activities and for backward integration.

Table-5: Effective Assistance received by selected import-substitution and

export industries (%)

Industry Effective Industry Effective
Assistance Assistance

A. Import-substitution B. Export Group:

Group: Readymade garments 25

Steel and engineering; Finished leather 73

M.S. billets, M.S. Infinite (NVA)

plates (heavy) and Frozen fish -16

C.G.l. sheets

M.S. rods, G.l.pipes 260-411 Glycerine 9

Copper wire

Television (black & 290 Ceramic tableware 7

white) PVC pipes 8

Electric motors, . 31-33 PVC cables and wires Negative

diesel engines and

electric components Textile fabric 7

Electric transformers 7 and house linen

chemical and allied Jelly, ketchup and

Products: Pineapple Juice —21t04

Sulphuric acid, hydro 142-366

Chloric acid, chromium Silk fabric 16

sulphate Sanitary ware 435 Cotton vests 18

paper and rubber Nylon socks 1

products infinite

Cement 2 Newsprint 35

Fertilizer Negative or low

Agro-based products

Sugar 407

Edible oils 978

Cigarettes (intenati- -43

onal brand)

Footwear (leather Textiless: -31

Cotton yarn 113-513

Nylon yarn 181

Rayon and silk yarn Infinite

Woven fabrics 115-213

clothing 197-318

Source: [13]

211



Bangladesh Journal of Policital Economy
Table-6: Exports in Current and Constant US Dollars

Exchange Value in Current Value in 1983
Rate US $ million Constant US $ million
Year Taka/s Total Tradi Non Total Tradi Non- MUV
tional tradi tional tradi Index
tional tional
1977-78 15.12 474.7 4295 45.2 552.0 499 .4 526 86.0
1978-79 15.22 6328 554.8 78.0 6445 565.1 794 98.2
1979-80 . 1549 7099 622.9 87.0 659.1 578.4 80.7 107.7
1980-81 16.26 706.3 608.7 9786 646.8 557.4 89.5 109.2
1981-82 2007 6172 504.7 1125 585.8 478.8 106.8 105.4
1982-83 23.80 679.1 527.3 151.8 664.5 5159 148.5 102.2
1983-B4 24.94 807.4 . 625.2 182.2 8189 8341 184.8 98.6
1984-85 26.10 919.5 667.6 251.9 92322 870.3 262.9 896
75 43 25.1
Source: [12]
Table-7: Effective Exchange Rates for Imports and Exports (TK/US$)
FY 1986 FY1987 FY1988 FY 1989
| EER for Imports 42,579 43.247 44.007 46.240
II EER for all Exports 32.290 33.225 33.786  34.477
il tER for Nontraditional Exports  81.510  32.192 32.843 33.842
[l 1.319 1.302 1.303 1.341
1 1.351 1.343 1.340 1.374

Source : [13]

4. CONCLUDING OBSERVATIONS: NEED FOR A REVISION OF

POLICIES

From the discussions so far, it can reasonably be said that the early
industrialization process in Bangladesh overemphasised the growth of IS
over EO industries. The government enunciated a whole package of
policies for the growth of IS industries that produced a lop sided industrial
growth. It is only the consumer goods sector that is undergoing an
expansion at a faster pace. But for the long run development of the
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economy through industrialization, the capital goods and the EQ industries
need to be promoted.

The recent performance of the industrial sector of Bangladesh is a clear
pointer to the earlier hypothesis that the IS strategy offers a rapid growth
rate at the beginning but falls on its face at the end. Few observations
should be made here. The rate of growth of the industrial production is
significantly lower in 1980s (2.5% per annum since 1980-81) than in the
1970s (4.3% per annum during 1975-76 through 1979-80). Industrial
sickness continued unabated, and 50% of the industries fell sick-capacity
utilization less than 30% (HIID, 1989). One of the reasons for low capacity
utilization is over dependence on imported inputs discuss earlier. The
other reasons are smuggling, crowd-in effect and lack of technical
knowledge on the part of the entrepreneurs who took advantage of the
liberal credit policy and highly protected domestic market. Munufacturing
thus became detrope and people are investing money in trade lowering
manufacturing since the former gives a better return. Needless to
mentioned, government policy of creating a class of entrepreneurs through
an arsenal of incentives failed to invigorate the simulent private sector.

But export has been performing better than IS and the performance of
handloom is superior than powerloom. It thus appears that the lower the
effective assistance, the better the performance. A major shift of policy is,

_ therefore, warranted. Rationalization of tariff structure should assume the
top priority, for the development of the export sector and the IS capital
goods sector. It should be remember that availibility of incentive schemes is
a necessary condition for industrial growth. The sufficient condition is the
persent of an honest and efficient bureaucracy that can take care of the
growing intricacies out of such schemes.

REFERENCES
1. Bureau of Statistics: Statistical Year Book, Government of Bangladesh, Dhaka.

2. Bhuyan, A.R: "An Export Policy for Bangladesh”, Bangladesh Journal of Political
Economy, Vol. 8, No 2, 1988.
Hoffman, W.G: The Growth of Industrial Economics, 1956.
Johnson, H.G: "Tariffs and Economic Development®, Journal of Development Studies,
October, 1964.

5. Khan A.R: "Import Substitution, Export Expansion and Consumption Liberalization; A
Preliminary Report", Pakistan Development Review, Summer, 1963.

6. Mahmood , W: "The Possibilities of Exoprt-led Growth in Bangladesh ", Bangladesh
Journal of Political Economy, Vol. 6, No, 1, 1982.

213



14.

15.

16.

17.

18.

19.

Bangladesh Journal of Policital Economy
Mallons, R.D: “Import Problems and Policy for Bangladesh®, Bangladesh Journal of
Political Economy, Vol. 8, No, 2, 1988. _
Marglin, S.A. and Bhadhuri Amit: “Profit Squeeze and Keynesian Theory”, in Banuri, T.J.
(ed)., Economic Liberalization, No Pennacia, Oxford Clarendon Press, 1990.
Ministry of Industries: Industrial Policy 1986, G&':wemment of Bangladesh, Dhaka 1986..

Planning Commission: Mid-Term Review of the Third Five Year Plan (1985-90). Ministry of
Planning, GOB, Dhaka, 1990.

. Power, J.H: "Industrialization in Pakistan—A Case of Frustrated Take-off?" Pakistan

Development Review, Summer, 1963.

Rab, A: "Export Performance and Prospects and Government Palicy to Promote Exports
in Bangladesh®, Bangladesh Journal of Political Economy, Vol. 8, No. 2 BEA, 1988,

Rab, A: Bangladesh Policies To Promote Export, Paper Written For The World Bank,
1989.

Rahman, Atig: Development Strategies and Productivity in Bangladesh. Research Report
No. 41, BIDS 1985.

Rahman, M. Akhlaqur: Foreign Aid and Self-Reliant Growth: The Case of Bangladesh,
Centre for Social Studies, DU, 1984.

HIID: An Assessment of The Impact of Industrial Policies in Bangladesh. Working Paper
No. 16, 1989.

Rahman, S H. : Structural Adjustment: The Design of Policies in Bangladesh and Relevant
Issues, Paper Presented at The International Seminar On Structural Adjustment in The

Third World, Dhaka. 1990.
Sahadat Ullah, A.H.: Macro Framework of Precocious Industrialization in Bangladesh.

Consultant Report 1, EEPA, 1988,
Stern, J.J. Mallon, R.D: and Hutchesson, T.L: Foreign Exchange Regimes and Industrial
Growth in Bangladesh, TIP. GOB, 1986.

214



Bangladesh Journal of Political Economy Vel. 10 No. 2

SICK INDUSTRIES OF BANGLADESH: CAUSES
AND SUGGESTED REMEDIES

JAHANARA BEGUM

1. INTRODUCTION

Rapid industrialization is an imperative need for sustained growth and
development of the economy of Bangladesh. The promotion of industrial
growth is an essential factor for employment generation, economic
modernization, expansion and broadening the base of our non-traditional
exports.

In recent years our development strategy is revealing some bias toward
industrialization with increasing emphasis on expansion of private sector.
This trend is reflected by some policy changes in major aspects over the
years. The New Industrial Policy (NIP) in 1982 has accelerated the pace of
change and further strengthen the operational framework for industrial
growth following the Revised New Industrial Policy in 1986. Government
set up a Board of Investment (BOI) from 1st January 1989, to promote infra-
structural facilities for setting up new industries.

Despite all these promotional measures and policy incentives, new
industrial investment and production performance showed a sluggish
performance and remain much below the projected targets over the past
few years. In a mid-term review of the planning commission on the
performance of 3rd Five Year Plan it was noticed that investment in the
private sector failed to attain the desired rasult

While the aim of our NIP has been farther expansion of industrial
activities most of operating industrial units are locked up in several
problems like low rate of capacity utilization, poor production performance,
increasing debt-servicing burden, sordid financial position etc. All these
adversities have plunged a large number of industrial units in the country
into chronic sickness. The issue of industrial sickness is a much discussed
topic in context of existing problems of our industrialization. It has been
found in a study by DCCI that more than 50% of our industries are sick.
Their number is relatively higher than those of our neighbouring countries.
It is therefore highly emphasized to take necessary measures to revive and
rehabilitate these sick industries for improving our industrial investment
climate.
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Present paper is designed firstly to specify some criterias to identify an
industry as sick; Secondly it analyses the causes of industrial sickness and
finally certain policy measures are suggested to rehabilitate the sick units of
our country.

IIl. THE CONCEPT OF 'SICK' INDUSTRY

At a time when we have placed a greater emphasis than ever before
through policy instruments on the needs for a rapid expansion of our
industrial base, it is indeed a matter of great regret that a large number of
industrial units in the country are gripped today by sickness. The idea of
industrial sickness is relatively new and to some extent confusing in the
absence of any well established definition of the term. Even our Ministry of
Industry has not been introduced so far any specific criteria for classifying
industrial units as sick. This has arose much confusion about the concept of
sick industries in the country. ;

The term is commonly used to focus on the existing problems of our
industrialization in a broad sense. A recent study by DCCI has mentioned
that the most common feature of sick industries is noticed as very lower rate
of installed capacity utilization. Accordingly operating industrial units which
are incapable of utilizing their potential productive capacity to its full extent
due to variety of reasons are categorized as sick. Again some industries
with complete utilization of its capacity but turned to be unprofitable due to
frequent financial losses are also identified as sick unit. Most of the sick
industries are starved of funds including worklng capital and thus trapped in
an imbalanced financial crises.

Close observation of our sick industries indicates the fact that falling into
sickness is not any sudden phenomenon of operating units. Rather most
of units gradually move toward sickness over a varying course of time
during which they tend to exhibit certain symptoms of sickness. The
common sign of falling into sickness has been identified as the
deteriorating financial position of respective industrial unit resulting from
severe losses due to piling up of stock.

Examining the position of some industries which are locked up in severe
problems, we can specify four criteria to identify an industry as sick:

i) facing net loss during the conjuncture period;
i) crippling debt-servicing burden i. e. deteriorating debt-equity ratio
overtime. 3
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iy gradually falling share price; and
iv) low rate of installed capacity utilization

Which industries are Sick?

In accordance with above mentioned criterias a large number of industrial
units in our country may be classified as 'sick’. A recent study by DCCI
identified that above 1430 industrial units comprising small, medium and
large enterprises are grippted by sickness and a huge amount of scarce
capital has been blocked into these sick units. Applying above 4 criteria
following industries are classified as sick:

1) Sugar Industry;

2) Jute Manufacturing Industry;

3) Engineering and Ship-building Industry;

4) Textile Industry;

5) Jute Carpet Sector;

6) Fish Processing Unit;

7) Cold Storage Unit;

8) Vagetable Oil Refinery Unit;

9) Steel Rerolling Mill;

10) Distilaries;

11) Aluminium Industry.

ii. CAUSES OF INDUSTRIAL SICKNESS

In our previous discussion we have mentioned some criteria to identify
an industry as sick. It is plausible to analyse the causes of industrial sickness
in terms of these criterias. Because once we can specify the criteria (s) by
which a particular unit is diagnosed as sick, it became relatively easier to find
out the corresponding reasons for its talling-into sickness.

(1) Cases for Net Loss

An industrial unit facing net loss during operational period, gradually fall
into sickness. In economic term such loss is commonly measured by an
excess of production cost over revenue earning at a given time period from
different studies and surveys on our industrial production performance we
can identify foliowing reasons responsible for net loss of relevant
industries:-

a) Lack of effective demand for products and gradually piling up the
stock;

b) Shortage of working capital;
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c) Limited size of market resulting from lower purchasing power of
common people due to gradually skewed pattern of income
distribution.

d) Increasing cost of production due to rising price of inputs and of
such utility services as electricity, gas, transport and tele-
communication; .

e) Highimport cost of raw materials resulting from continuing exchange
rate depreciation;

f) Lack of proper balancing modernization and expansion (BMRE).
Programme of operating units and complexities associated with it;

g) Deficiency of managerial skills and entrepreneurial talent to
profitable run an industrial unit.

h) Disruption in production due to frequent sirike, hartals and labour
unrest in recent time.

i) Recently huge quantities of:émuggled finished products into the
country has capture large part of domestic market. Many of the
industries are sick due to this reason alone;

(2) Cause for Crippling Debt-servicing burden

Most of our sick industrial units are loaded with increasing debt-servicing
burden from the very beginning of their operation with consequent
diteriorating debt-equity ratio overtime. Crippling debt-servicing durden is
originated from following reasons:

a) Our commercial banks and the development finance institutions
charge a high rate of interest on industrial credit which constitutes more
than two per cent of total operating costs. Again this interest is charged on
a compcund basis putting a heavy financial drag on the operators.

b) Some of the industries are starved of fund immediate after set
because of shortage of working capital. It is well-known that after
completing all formalities and obligations it usually takes 2 to 3 years for an
industrial unit to go into production from the date of its sanction. But
lending institutions do not consider this gestation period and interest on
credit is started increasing on a compound basis from the very date of
sanction under this condition the relevant units gradually loss their potential
to repay the loan as per schedule and fall into sickness from its very birth.

c) Debt-burden also results from faults on the part of dishonest
operators who intentionally channelized a part or whole of the sanctioned
fund to quick yielding trading and business activities. It has been found that
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over the first four years of TFYP actual investment stood at US $ 328 million
as against sanctions of about US$ 1100 million. This represented a short
face of 74% in materializing sanctioned investment into actual investment.

(3) Causes for Gradually Falling Share Price

Most of our sick industries are facing gradually falling price of their shares
due to still underdeveloped capital market. Mainly the operating units
starving of fund are intended to sell its shares for collecting working capital.
But our share market is not very well-organized for sale and purchase of
shares of different companies. From the recent study on share market in
Bangladesh, it is observed that demand for shares is low for the reasons
given below. Firstly, large nummer of savers intend to invest their capital
(specially household sector) are not familiar with the process of
purchasing/selling of shares. Secondly, also the share-holders are
eventually loosing their interest and confidence due to a very low rate of
dividend (say 10 to 20 per cent) offered by most of companies whereas
there is an example in India of announcing nearly 30 per cent dividend per
share.

(4) Causes for Underutilization of Industrial Capacity

Low rate of capacity utilization has been identified as the most common
feature of our existing sick or morbid units. It has been estimated that less
than fifty per cent of installed industrial capacity are only utilized by the
operation industries. The study of Gul Afroz and Roy noticed that there is
considerable underutilization of capacity in various industries of
Bangladesh [3]. They found that on an average the rate of capacity
utilization in sugar industry to be 58%; in Jute manufacturing industries
70% and in Engineering and Ship-building corporations 59% for the year
1974/75 '

The main causes for underutilization of installed capacity are:

i) Limited demand for some goods both at domestic and foreign market.
The bottleneck for domestic demand is created by lack of private and public
purchasing power and imports of goods and services despite the existence
of adequate indigenous availabilility.

ii) In case of some industries there exist internal imbalance of capacities
among complementary processes of operation thereby leading to overall
underutilization of capacity. This was found to be the case for Chittagong
Steel Mill.

i) In recent years frequent power failure and voltdge fluctuation results
in considerable loss of production.
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iv) Existing rigidity of licensing system of imports results low rate of
capacity utilization by favouring imports of capital and discouraging import of
raw materials and spare parts and thus reducing their availabilility.

in his study on 'Reasons for Idle Capital' Rezwanul Islam [8] noticed that
policy of import iicensing adversely affected the level of capacity utilization
both (a) by lowering the availability of imported raw materials and (b) through
inducing an expansion of unneeded capacity.

v) An over-valued exchange rate and the existance of a black market for
scare foreign enchange encourage industrialist and businessmen to resort
to the practice of over invoicing which had serious impact on the rate of
utilization.

vi) Under-cascading tariff structure difference tariff rate and customs duty
is applicable to goods imported in finished form and to raw materials
required to produce them and thereby make the operating units inefficient
in terms of cost of production. There are instances where difference in unit
cost of production due to this factor alone is more than the conversion cost
of production.

vii) Deficiency of skilled labour for special tﬁfpe of job and inefficient
management are also responsible in some cases for rate of capacity
utilization.

IV) Measures to Rehabilitate the Sick Industries:

The objective of promoting industrial growth and attracting new industrial
investment is at a stake due to a large number of existing units facing with
the chronic problem of sickness. Effective measures should therefore be
taken immediately to revive and rehabilitate these sick industries to create a
healthy trade and industrial environment and to accelerate the pace of new
industrial investment. In this regard some policy prescriptions can be
offered as:-

1) To avoid net ioss measures should be—

i) to maintain a balance between total demand and total production of
respective product;

i) to enlarge domestic market by creating employment opportunities
and augmenting income generating sources to enhance the purchasing
power of our vast population;

iii) to stop frequent load shedding and disturbances in the supply of
electricity by removing inefficiencies of Power Development Board.
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iv) to check labour unrest by formulating a balanced labour policy;

v) to develop a qualified and efficient management class by
establishing more R & D institutions and extending the organisations like
Management Development Centre;

vi) to ensure appropriate BMRE of operating units;

vii) to resist the smuggling of goods (specially finished products) into
our country.

2) The crippling debt-servicing burden of sick industrial units can be
eased by following ways—

i) the role of financial institutions should be more liberal in extending
sufficient financial support to sick units facing scarcity of working capital;

ii) interest on industrial credit has to be adjusted in accordance with
gestation period and cost of production of specific unit; -

iii) small & cottage industries should have easy access to industrial
credit at a reduced rate of interest with proper tax exemptions;

iv) to avoid misuse of sanctional credit appropriate monitoring system
must be ensured and the relevant operator also be honest and sincere
in implementing his project.

3) To stop gradually falling price of shares it is a prime need to develop a
healthy capital market to get back people's confidence. For promoting new
industrial investment share market has to be developed in a proper manner
by reorganising Dhaka Stock Exchange in more disciplined way and
bringing more companies in the list of stock exchange.

4) Finally fo increase the rate of capacity utilization of our industries some
additional policy suggestions can be offered along with those prescribed
for recovering net loss of operating units. These are:-

i) a proper balance has to be maintained between the process of
operations of specific industry to ensure its fuller utilization of instable
capacity.

ii) import policy and licencing system required to be modified to
ensure fair allocation and timely availability of imported raw materials and
spare parts.

We cannot expect new investment in industries unless immediate steps
are taken to rehabilitate these sick industries along the suggested line. In
this context we can take lesson from the measures already taken in some of
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our neighbouring countries. For instance, the govt. of India has set up a
'Board for Industrial Reconstruction for rehabilitation of their sick industries
and also taken a legislative measure called 'Sick Industrial Companies Act' in
1985. In Pakistan and Sri Lanka similar measures are taken to revive their
sick industries.

In Bangladesh, recently Banglagesh Shilpa Bank has taken some steps
for rehabilitate their sick units. To tackle the problem in its fullest extent, the
organization is placing demand before the government and concerned
agencies for setting up a 'Sick Industries Rehabilitation Board' at the
national level which can identify the reasons of industrial sickness and
formulate effective measures for rehabilitation and revival of our sick
industries.
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INVESTMENT CLIMATE AND OPPORTUNITY
IN BANGLADESH

A.K.M. MOSHARRAF HOSSAIN"

Bangladesh is a country situated on the Indian Ocean with an area of
144,000 square kilometers and a population of 110 million. Per capita
income of Bangladesh is about US $ 170 per head with a GDP of US $ 20
billion approximately. The country has direct air link with all the important
. cities of the world with two international sea ports. English is widely spoken
having one race and culture. After pursuing a policy of nationalization for
the first few years after its independence in 1971, Bangladesh gradually
laid greater emphasis on the role of the private sector in its economy since
1975 and particularly since 1982. Bangladesh now offers opportunities for
foreign private investment in all areas of its industrial sector.

PRESENT STATUS OF INDUSTRIES IN BANGLADESH

In a predominantly agrarian economy of Bangladesh industries sector
contributes about 10% of GDP and about 14% of total employment. I,
however, provides essential consumer goods, such as yarn and cloth and
key inputs for agriculture, such as fertilizer and irrigation equipment and
accounts for over 75% of foreign exchange earnings.

The manufacturing sector comprises about 13,000 large and medium
enterprises, about 32,000 small enterprises, 350,000 cottage industries
and large number of handloom units.

The manufacturing sector is dominated by two major product groups;
the textile (Jute and Cotton) and leather group which, excluding handioom,
account for about one third of the total manufacturing employment and
value added. This group comprises very large establishment in the jute and
cotton textile industry. The food, beverage and allied products group ranks
second providing 28% of the employment and a quarter of value added.
The chemical group is third in value added. The larger of the remaining
sector is fabricated metal products and machinery group which contributes
almost 8% to both employment and value added.

E Secretary, Ministry of Industries.
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There are about 100 jute mills in Bangladesh which process locally
produced jute fibres into hessian, sacking, carpet backing cloth, jute twine,
jute carpets. This sub-sector accounts for about 30% of the total export
earning.

Excluding handloom, there are about 2,000 textile units in Bangladesh
which mainly cover spinning, weaving, finishing and garments making
activities. This along with more than 250 thousand handlooms produce
around 65% of the cloth requirement of the country.

There are 5 large fertilizer factories in Bangladesh based on indigenous
natural gas. These units have sufficient production capacity to meet fully
the local demand of urea fertilizer, Bangladesh has started to export some
quantity of the item recently.

At present 18 sugar mills in the country which produce around 200
thousand tons of sugar per year based on locally produced sugarcane.

In the paper and newsprint sub-sector 5 large units after meeting
domestic demand a significant quantity of newsprint is exported.

The Pharmaceuticals sub-sector has developed quite rapidly in recent
years and we have now 180 units including several muitinational
companies. These units cater to about 75% of the domestic demand.

In the sub-sector of Electric equipment and appliances has been
developed to meet the local demand of items like electric motor {upto 25
H.P.), transformer, switchgear, cables, lamps, dry-cell batteries and
accumulators, electric fan, air conditioners etc. 20 units of automotive
vehicles progressively manufacture bus. trucks, motor-cycles and three
wheelers. The production capacity of these units meet about 50% of the
domestic demand. Several large and medium units have been set up in the
sub-sector of steel and steel products to produce mild steel billets, special
and alloy steel, steel plates, galvanised plain sheet, corrugated iron sheet,
mild steel, rods, bars and channels and G.1. pipes. These units meet about
80% of the domestic requirement, except mild steel, rods and bars, of
which 100% requirement is met by domestic production.

The Industrialisation Policy of Bangladesh has undergone several
changes during the eighteen years of the existence of the country. After
the country had achieved independence, a period of followed in which
initially little pace was left for private entrepreneurs. Gradually this policy
changed. The ceiling on private investment was completely eliminated in
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1978. Bangladesh passed a law to promote and protect foreign investment
in 1980. Simultaneously, the process of disinvestment was also started and
the stock-market was reactivated.

The New Industrial Policy (NIP), put into operation in 1982, brought
about many substantial changes, giving emphasis on private enterprises.
The Government further liberalized the Industrial policy in 1986. The
Industrial Policy of 1986 aimed at effective participation of the people
through attaching greater importance on the private sector investment
including foreign private investment. According to this policy, the role of
the Government is to provide support and assistance to the private sector
in industrial development with lesser official interference. It simplified
sanctioning and licencing procedure with comprehensive incentive
package.

The policy has reserved only the following seven sectors for public
sector investment :

) arms, ammunition and sensitive defence equipment;
i) generation (excluding standby/captive generation);

i) forest plantation and machanised extraction with the bounds of
reserved forests;

iv) part of telecommunications (excluding distribution and services);
v) air transport (excluding cargo) and railways;

vi) atomic energy; and

vii) security printing (currency note) and minting.

The policy stipulates that all other sectors not reserved as above for the
public sector. will be meant for the private sector. However, in areas and/or
sectors where investment is considered desirable, but private investment
may not be forthcoming, public sector may set up industries either by itself
exclusively or jointly with the private sector which may in due course of time
be transferred to the private entrepreneurs.

Since 1986, Industrial pelicy has gone through further major reform.
Policy is now totally liberalised and de-controlled and Government is playing
the role of promotion and assistance to industry. To provide a package
service under one roof Government has established a Board of Investment
from 1st January, 1989. Along with reform in Industrial Policy Government
has also carried out major reform in Trade Policy. Import Policy is liberalised
and Taxation Policy is rationalised to create congenial atmoshpere for
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investment. Some of the main features of present Industrial Policy is given
below :
No prior approval is required for local investment with own resources

provided proposed industry is not in discouraged list. No prior approval for
establishing an industry with foreign investment is required if :

— The total project cost does not exceed Tk. 100 million (US $ 3.3
million approximately);

— The foreign equity does not exceed 49%. and

— The proposed industry does not fall within the purview of
discouraged list.

Joint venture projects not falling under the aforesaid conditions require
approval of the Board of Investment. In all other cases the industry is to be
registered with Board of Investment. There is no fixed ratio of equity
between local and foreign investors. Foreign equity to the extent of 100%
is also allowed.

INVESTMENT GUARANTEE

Foreign Private Investment (Promotion & Protection) Act., 1980
ensures legal protection to foreign investment in Bangladesh against
expropriation and nationalisation and to ensure equal treatment. Further
bilateral investment protection agreements have been signed by the
government with several countries. Bangladesh is also member of
Overseas Private Investment Corporation of America (OPIC), Multilateral
Investment Gurantee Association (MIGA) and International Centre for
Settlement of Industrial Dispute (ICSID).

REPATRIATION FAOILITIES
— Repatriation of capital invested including capital gains.
— Remittance of all post-tax dividend and foreign capital.
— Remittance of Royalty and Technical Fees.
— Re-investment of repatriation dividend is treated as new foreign
investment.
FISCAL INCENTIVES

— Tax-holiday for 5 years for developed areas, 7 years for less
developed areas, 9 years for least developed areas and 12 years for
the special economic zone.

— 15% import duty on capital machinery for industries in developed
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areas, 7.5% duty for less developed areas and 2.5% for least
developed areas.

2.5% import duty on imported capital machinery for selective
industries using 70% or more of indigenous raw materials and for
70% export oriented industry irrespective of their location.

Accelerated depreciation from 80% to 100% is allowed.
Depreciation allowance can be carried forward if the unit sustains
loss.

Exemption of tax on interest on foreign loans.

Exemption of tax on royalty, technical know-how and technical
assistance fees.

Liberal investment allowance for tax assessment.
Relief from double taxation for foreign investors.

OTHER INCENTIVES

Tariff protection upto 4 years to be deserving industries.
Supplier's credit under approved terms.

Availability of long term credit facilities from industrial financing
institutions.

Income tax exemption to foregin technicians employed in approved
industries for a period of 3 years.

Remittance of 50% of the salary of foreign nationals.

Remittance of saving from earnings, retirement benefits and
personal assets of individuals on retirement/termination of service.
Joint venture companies with capital up to US $ 1.65 million need

not issue public shares. For those above this amount it is also not
required at the initial stage.

In selective cases Government will provide guarantee for foreign
loan provided counter-guarantee is given to government from bank.

Foreign Invested Company can borrow working capital from local
bank.

ADDITIONAL INCENTIVES TO EXPORTERS

Loan upto 90% value of letter of credit from commercial banks for
export-oriented industries.
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— Lower interest rate (presently 9% on pre-shipment and packing
credit.

— Income tax rebate up to 60% on export of non-traditional items.
— Export Credit Guarantee Scheme.

— Rebate of 25% on excise duty on additional production if such unit
produces more than 100% sanctioned capacity.

MANPOWER CONDITIONS

Bangladesh offers a substantial manpower reserve—skilled, semi-skilled,
unskilled, educated and otherwise. The availability of an inexpensive,
trained and easily trainable labour force permit industrial production at a
comparatively low cost.

PRIVATIZATION PROGRAMME

Government has undertaken a large scale privatization programme.
During last few years remarkable progress have been accomplished in this
_ direction. As many as 558 industrial units have been divested to the private
sector. To further gear up the privatization process off-loading of shares of
public sector enterprises taken up. Public Sector Corporation have been
converted into Holding Corporation and industrial enterprises into Public
Limited Companies. 49% shares of the industrial enterprises.have been
offered for public subscription of which 15% reserved for the employees
retaining 51% shares by Holding Corporation.

EXPORT PROCESSING ZONES

For the last few years Bangladesh also established the Export
Processing Zones at Chittagong and very soon going to have another EPZ
at Dhaka. The industries in EPZs enjoy special fiscal incentives and other
infrastructural facilities. 100% foreign investment is allowed in the EPZ. In
EPZ tax free import is permissible and there is tax holiday for 10 years.

SMALL & COTTAGE INDUSTRIES

In the Industrial Policy government has laid emphasis on Small & Cottage
Industries as a priority sector. Investment up to value of US $.5 million is
considered as Small Industries Sector. For the development of small and
cottage industries, Bangladesh Small and Cottage Industries Corporation
(BSCIC) provides all assistance to entrepreneurs including training facility,
appraisal of projects and marketing.

The following special incentives and facilities is provided to small and
cottage industries :
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— Financial Institutions and Banks shall have a separate window for
financing small and cottage industries;

— The Financial Institutions and Banks should set apart a definite
percentage of their resources for the development of SCI;

— Debt-equity ratio for SCI shall be 80:20 in order to provide support to
the small entrepreneurs;

— Asmall entrepreneurs Credit Guarantee Scheme may be introduced
under the joint sponsorship of BSCIC and Sadharan Bima
Corporation;

— Small and Cottage Industries located in less and least developed
areas shall be entitled to income tax rebate on production.

BOARD OF INVESTMENT

To facilitate expeditious implementation of private sector industrial
projects also to provide assistance and operational services to the private
sector industries government have recently established a Board of
Investment. The Board of Investment, is a high powered body headed by
the President of the country, will provide one step service under one roof,
which means the entrepreneurs will not be required to go from one
government office to another for various types of facilities.

The functions of the Board of Investment shall be :

(a) providing of ail kinds of facilities in the matter of investment of local
and foreign capital for the purpose of rapid industrialization in the private
sector;

(b) Implementation of the Government Policy relating to the invesiment
of capital in industries in the private sector;

(c) Preparation of investment schedule in relation to industries in the
private sector and its implementation;

(d) Preparation of area-schedule for establishment of industries in the
private sector and determination of special facilities for such areas;

(e) Approval and registration of all industrial projects in the private sector
involving local and foreign capital; '

(f) Identification of investment sectors and facilities for investment in
industries in the private sector and giving wide pubilicity thereof abroad;

(g) Invention of specific devices for the purpose of promotion of
investment in industries in the private sector and their implementation;

(h) Creation of infrastructural facilities for industries in the private sector;
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(i) Determination of terms and conditions for employment of foreign
officers, experts and other employees necessary for industries in the
private sector;
(j) Preparation of policies relating to transfer of technology and phase-
wise local production in the private sector and their implementation;
(k) Providing of necessary assistance for rehabilitation of sickly industries
in the private sector;
() Financing and providing of assistance in the financing of important
new industries in the private sector;
(m) Adoption of necessary measures for creation of capital for
investment of industries in the private sector;
(n) Collection, compilation, analysis and dissemination of all kinds of
industrial data and establishment of data-bank for that purpose;
(o) Doing such other acts and things as may be necessary for the
performance of the above functions.
The Board of Investment will directly provide the following services for
private sector industries ;
(i) Registration and approval of industrial projects, wherever required,;
ii) Providing import facilities and determination of their import
entitlement.
i) approval of the terms and conditions of foreign private loan and
suppliers' credit;
iv) providing work permit to expatriate personnel;
v) providing all services of Controller of Capital Issues for cornpany
registered under Companies Act.
vi) approval ot payment ot royaity, technicai know-how and technical
assistance fees;
vii) allotment of land in the industrial areas.
In addition, the following services are rendered by the Board of
Investment by giving a time-limit to the concerned agencies :
i) Electricity, gas and water supply;
i) Swerage connection;
i) All kinds of telecommunication
iv) Customs clearance for imported machinery, spare and raw materials
v) Clearance regarding environment pollution

vi) All other facilities and services that may be required for speedy
setting up of an industry.
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At present Bangladesh offers investment opportunity in the following
areas.
i) Export oriented industry in Textile, Toys, Electronics; Leather
goods etc.

i) Chemical & Petro-chemical industry based on natural gas;
i) Finished leather, leather goods & luggage industry.

iv) Shrimp cultivation, hatchery;

v) Agro-based industry, Textile yarn & clothing.

“In conclusion, it may be mentioned that at its present stage of economic
development, Bangladesh needs and welcomes foreign capital to
accelerate the pace of industrial growth. Bangladesh has established an
economic and political atmosphere for foreign investment with necessary
legal protection, administrative reorganization, simplification of procedures
with attractive incentive package. Our developed infrastructure and
abundance of adaptable work-force combined with technology and capital

“from abroad will permit production at low-cost. The country with a
population of 110 million people has a vast expanding market. A number of
multinational companies have been operating in Bangladesh for many
years and as a result of the Bangladesh Government's liberal industrial
policies, many foreign entrepreneurs are now investing in Bangladesh. It is
hoped that the foreign investors will explore the possibilities of investment
in Bangladesh and contribute to its further industrial development.
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