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PERFORMANCE AND MANAGEMENT OF RURAL
COOPERATIVE SOCIETIES IN BANGLADESH

MUZAFFER AHMAD"
A.F.M. MAFIZUL ISLAM™*

INTRODUCTION

Cooperatives, as an organization of the people for mutual benefit and
organized around defined economic activities, have been considered as an
important vehicle for improvement of economic well being of its members.
The early success of the movement in Europe under various pioneering
leaderships had its echo in this region as well. Because of certain appealing
virtue of equality, humanism and brotherhood, such an organizational
approach has always attracted the attention of reformists who would keep
away from the concepts of class stratification of society but would like to see
improvement in the level of living of the poor. The century old legacy of
voluntarism, democracy, self-reliance and mutual support are enshrined in
the ideals of cooperatives. Even though its history is littered with success
and failures in this sub-continent and elsewhere. it has not lost its attraction
as a method for evolutionary social change. It is still considered to have the
capacity to provide the principles and modus operandi to unite the
disadvantaged people to further the common goal of economic and social
well being. This is all the more appealing in the poverty-stricken
Bangladesh.

The cooperative movement of Bangladesh seem to have a
schizophrenic personality being managed and controlled for all practical
purposes by two separate organizations, namely Registrar of Cooperative
Societies (RCS) and Bangladesh Rural Development Board (BRDB) under
the same Ministry, While the promotional responsibility seem to be widely
diffused. The cooperatives under the RCS are organized in three tiers, and
are of many different types according to their sectors of operation while
those under BRDB are organized (at least in theory) in two tiers and are
limited to three types only. The BRDB cooperatives are federated at upazila

* Professor, Institute of Business Administration, University of Dhaka
aix Faculty Member, Institute of Business Administration, University of Dhaka
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level while the RCS ones have different levels of federation (at the
district/division/National level) and CCBs at times provide a rallying point.

An alternative system with built-in flexibility and more intense
supervision has been growing in the rural areas through intervension of the
different types of NGOs. The approach of NGO is based on target group
(e.g. women, landless, etc.) concept as compared to traditional open-door
policy of cooperatives targeted at times at functional groups which do not
draw the boundary on the basis of socio-economic status. BRDB's recent
RPP programmes have accepted socio-economic status as a criterion for
membership and in that sense has a target group. Similarly groups under
RCS (e.g. landless) exist but are exceptions. Finally, there are people in the
rural Bangladesh who are outside the net of cooperatives and NGOs.

The principal objectives of the paper are

(1) to compare the relative performances of two cooperative systems
(RCS & BRDB's) under different control and management that operate in
Bangladesh in respect of their impact and performances; and

(2) to elicit perception and understanding/opinions of the members of
the cooperative societies with respect to operations of such societies and
the scope of improvement that exists.

DATA SOURCE AND SURVEY DESIGN

In 1986-87, there were about 119,604 cooperative societies and as no a
priori information was available as to their functional status, it was decided to
select equal number of RCS and BRDB societies. The sample size of
primary members was determined using the formula: n = ( z£), where n =
sample size, z = standard normal value for specified level of significance
and e=the allowable margin of error. We took annual income as the variable
of interest as impact on income is one of our prime concern and also
because it is a good indicator of socio-economic status. Taking the range of
income in rural areas from BBS Household Expenditure Survey and varying
value of r from 2.5 to 3.0 thousand taka and setting allowable error between
0.0 and 0.2 for a value of Z at 5% level, the sample size was calculated for
various combinations of r and e. Finally, 1067 was found to be the size that
would give us values of variables at 5% level of significance. It was decided
fo attepmpt a coverage 0f1250 samples for getting 1067 good responses
from the primary society members. These 1250 samples were equally
divided amongst the RCS abd BRDB cooperative societies. From the
survey 1222 valid responses were found.

Twelve upazilas from all the four administrative divisions of Bangladesh
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were selected on a random basis for the study with the proviso of presence
of both BRDB abd RCS cooperatives. Chairman, Secretary, and Managing
Committee Members of selected primary cooperative societies and of
corresponding secondary societies were interviewed. Ten NGO members
and 10 non-members from each selected upazila were selected on the
basis of their socio-economic status to correspond to the members of
cooperatives were selected. These were used as controlled groups.

FINDINGS AND ANALYSIS
Socio-economic Characteristics of Cooperatives and Control Group
Members:
(a) Membership: Participation of Women

With in the cooperatives in the sample 82.7% are found to be male and
17.3% are female, which sharply contradicts with sex ratio of NGO members
where 47.8% are male and 52.2% are female. We know that in certain
NGOs (e.g. Grameen Bank, BRAC) the proportion of female is much higher
than this. From this it can be deduced that BRDB/RCS copperatives have
not yet placed as much importance on organizing the rural women as the
NGOs seem to have done, but certain caution must be exercised by
recalling the fact that the cooperatives are much older organizations and
their open-door policy does not genarally provide for any special targeting
of women except when it is programme-based.

(b) Age

The mean age of cooperative members is found to be 40.9 years while
that for BRDB is 36.8 and RCS is 41.5 years. The mean age for NGO
members is.lower (30.77) and for non-members higher (42.1) than the
average for cooperative society members. In terms of mean age it is
possible to conclude that NGOs have more young people in their fold than
the cooperatives as the differrences are statistically significant.

(c) Marital Status

The overwhelming majority of members of cooperative societies (87%)
as well as that of NGO (86.7%) and non-members (88.2%) are married. But
what is to be noted is that amongst the NGO members divorced/
deserted/widowed group constitute 8.1% of sample while it is only 3.9% for
cooperative society members and 3.7% for non-members. This
phenomenon seems to indicate that NGOs have been able to reach this
special/disadvantaged women group (deserted/destitute) in a significant
way, while cooperatives being within the fold of village ‘Samaj’ seem to have
paid less attention to this vulnerable group.
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(d) Status of Women in the Family

In respect of status in the family there is no difference between
cooperatives and NGO members and most of the women describe
themselves as non-head of the family even when they are divorced/
deserted/widowed. This is certainly a reflection of male-dominated society
and deeply ingrained sense of inferiority of the part of women. 4

(e) Size of Family

The average family size is about 5.4 for cooperative society members
while the NGO (3.4) and non-members (3.2) seem to have smaller family
size. Whether this is an influence of age and marital status or this is the
influence of family planning education, we have no way to deduce a
conclusion except to present hypothesis to that effect.

(f) Literacy

The literacy levels of members of cooperatives, NGO as well as non-
members are higher than national average. In terms of convertional literacy
standard (Read and write) 64.5% of BRDB and 67.9% of RCS cooperative
members. 52.2% of NGO and 75% of non-members are literate. Even here
it is to be noticed that NGOs have gone to more disadvantaged groups
compared to other cooperatives as literacy is closely related with poverty
and rural women of lower socio-economic status.

(g) Ownership of Household

Like education it can be seen from the other end i.e. percentages not
having any homestead at all. They are 7.5, 4.3 and 1.1., for NGO, RCS and
BRDB groups respectively. Within BRDB group, BSS (8.1) and MSS have
the largest group having no homestead. Within RCS this distinction goes to
Frishermen (27.5%) landless (20%), and Mahila (12.8%) coopratives and
these percentages are much higher than NGO groups. Thus in tems of
non-ownership of homestead, NGOs seem not have reached the most
disadvantaged group compared o cooperatives.

(h) Ownership of Land and other Assets

In terms of land ownership, NGOs cannot claim the distinction of
reaching the most disadvantaged group on the average; but in terms of
valugé of assets, they seem to have reached the target group better than
others. This however, cannot be confirmed by income criterion.

2. Cooperative Society as a Credit Delivery System
(a) Access -
Credit is an important element in the cooperative system. Access 10
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credit has been defined as the number of members who received loan
within the last three years of operation. The access of members of BRDB
cooperatives are estimated at 52.3% as against 31.1% for RCS
cooperatives and the corresponding figures on an annual basis, are 17.4%
and 10.4% only. As we compare these with NGOs, they stand out clearly as
organizations that have provided loan to greater percentage of its members
than cooperatives. Even in terms of disadvantaged groups, NGOs have
performed better (85.5%) than BSS (47.2%), MBSS (40.0%), and MSS
(57.8%) cooperatives. For the non-members, only 12.7% reported to have
taken loan in the last three years, the major sources of which are friends,
relatives, traders and money-lenders. However, only 2.1% of the non-
members seem to have gone to institutional sources of credit. In terms of
loan coverage, BRDB programmes for the disadvantaged group (BSS,
MBSS, and MSS) is certainly better than RCS and NGO which is better than
BRDB. This is possibly explained by the fund availability for these groups at
the source.

(b) Loan Amount

Average loan amount received by loanees in the cooperative societies
are small; on average BRDB cooperative society members received Tk.
1521 as loan and RCS members Tk. 1343 which is lower than NGO average
of Tk. 1768 or non-members average of Tk. 3151.

(c) Repayment

Repayment as a percentage of loan taken is 127% for NGO, 113% for
non-members which are significantly higher than BRDB (77.8%) and RCS
(73.8%) cooperative members. The percentages are calculated as
repayment inclusive of interest over original sum borrowed. For the BRDB
group the best repaynient rate is by the MBSS (107.3%) followed by MSS
(94.8%) and BSS (82.6%). Within the RCS the poorest performer was the
weavers cooperative society for which it is 19.4% only. This is possibly the
reflection of recent weavers special credit scheme operation in this sphere.

(d) Outstanding Loan

In terms of outstanding loan (which includes interest payable) for BRDB
society members the aggregate estimated percentages is 57.4% and for
RCS it is 69.2%, these means are not significantly different; while the NGO
members show a figure of 30.3% and non-members 53.7% which are
lower. Within the RCS system, the best performance is by landless (17.4%)
and amongst the BRDB cooperatives, lowest outstanding loan is reported
by MBSS (14.2%)
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(e) Overdue loan

In terms of overdue loan, non-members (3.7%) and NGO (12.3%)
display very low percentage of overdue loan. Within the BRDB system KSS -
has the highest percentage of overdue loan; and within RCS system, as
suspected, it is highest for the Weavers society (71.5%).

(f) Rate of Interest paid/Loan processing time/Transaction cost

The average rate of interst including service charge for BRDB is about
14.42%, for RCS 14.5%, while for NGO it is 17.48% and for non-members it
is 26.42%. The real cost of loan is affected by waiting period and expenses
incurred in this regard. It appears from our sample that on average, from the
date when application has been properly filled in, BRDB system takes
39.38 days to sanction a loan and RCS system 42.60 days time. National
NGO system can do it with marginally lesser time because of lesser
formalities in their organization. Expenses incurred in getting loan ranges
between 3.19% and 5.11% of the loan for BRDB system and 2.00% and
10.00% for the RCS system.

(g) Difficulty in Repayment

Respondents who had taken loan were asked whether they faced any
difficulty in repayment of loan. 61.9%of the BRDB and 52.8% of RCS
cooperative society members, 80.9% NGO members and 28.7% of non-
members indicated no difficutly in repayment of loan. Within the BRDB
Sysytem, MSS members indicated least difficultly in repayment of foan,
followed by BSS. Within the RCS system least difficulty was expressed by
landless followed by women. Being more vulnerable to vagaries of nature
agriculture (i.e. crop related) group in both the systems expressed difficulty
in repayment due to loss of income. The conclusion that seem to be
suggested is that homogenous female vulnerable target group offers
prospect for better delivery and administration of the credit system. The
other conclusion is that agriculture being a gamble also generates greater
risk for loan administration and thus needs innovative approaches to build
reserves and insurances against loss and delay.

(h) Reasons for Non-Repayment ;

The respondents who had taken loan were asked to indicate three
reasons in order of priority 'for non-repayment of loan. The loss of income
has been cited by almost all of them as the prime reason for non-payment of
loan. The second most important reason revealed by the survey is by
diversion of loan: but non-monitoring of loan and the increased incidence
of non-payment of loan by people with access to power structure both

6
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within and outside the society have featured noticeably as reasons for non-
repayment by members of cooperative societies. The culture of patronage
seem to be affecting adversely the discipline of self-help organisations.

(i) Opinion on Terms and Conditions of Loan

The loanee respondents were asked as to whether the terms and
conditions was hard, reasonable or easy. The majority of the cooperative
societies and overwhelming majority of NGO loanees found the terms and
conditions and loan either easy or reasonable. About the procedure of
obtaining loan, the general opinion is for simplification of procedure. With
respect to the attitude of the officials/office bearers, except in the case of
MSS, MBSS, BSS and similar groups under RCS, the majority found the
attitude either indifferent or unhelpful. The response from the NGO
loanees are totally differnt as 91.1% depict the attitude to be positive.

(j) Availability of Advice on Use of Loan

In response to questionnaire related to advice on use of utilisation of
loan, supervision of use of loaned amount and motivation and training in
skill for use of loaned money in income generating activities, NGOs seem to
have excelled others. Group pressure as a mechanism to ensure
repayment seem to be non-existent for RCS societies while it is quite an
important factor for NGOs and BSS and MSS activities of BRDB.

3. Cooperative as a Delivery System for Production Input and Marketing
Services

The cooperative societies have generally been organized around
production activities (e.g. agriculture) or through promotion of income
generating activities for target group (e.g. Mahila). In the context of
production cooperatives, we have evaluated the cooperative societies as a
delivery mechanism for credit. But the cooperative societies perform or may
perform important functions or delivery system of input supply, marketing
services and training for skill development for increased income
generation.

(a) Supply of inputs

The data suggest that neither the cooperative societies nor NGOs take
total responsibility for supply of inputs. Only 48.9% of cooperative society
members and 20.0% of NGO members received input wholly or partly,
regularly or irregularly, from respective societies. The difference is
significant, and it can be said that cooperatives more often help in obtaining
inputs than the NGOs for their clients.
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Majority of cooperative members do not receive any input from the
societies and of the members who do, the milk cooperative members
receive almost all or most of it. Following this, the performance of MSS and
women societies seem to be better. The agricultural societies (KSS,
Agriculture and UCMPS) are well but not so well in terms of total and regular

supply.

(b) Quality of Input Supply

Those who receive regular supply was asked about quality and price of
input. In general majority of the recipients of inputs of all types of societies
thought prices of inputs charged were fair with exception of fishermen and
weavers.

(c) Marketing of Output

Marketing of output is not important activity of these cooperative
societies. About 44.8% of cooperative members and 62.2% of NGO
members do not market any output through these societies. The target
oriented cooperatives undertake some marketing activity, partly as a
complement to its input supply activity. The hypothesis that seems to be
suggested is that organising marketing activities on substantial and regular
basis could have meaningful impact on the production by society members
particularly in non crop sectors.

(d) Training

From the responses of the respondents the cooperative societies do
not seem to have provided any meaningful training at any level for its
members. Only 0.2% of the members under BRDB indicated receiving
some income generation/augmentation skill training and they all belong to
KSS. In the case with RCS societies where the percentage is 0.3% and
such training was provided only by the women and fishermen societies.
While percentage is 5.9% for NGOs. Thus it is easy to conclude that the
cooperatives have neglected an important aspect of group activities.

4. Impact of Cooperatives on Income

In order to analyse the impact of cooperatives on income of members of
societies certain regression equations of the forms Yi=a+bxi+CDi were
fitted; "

where the dependent variable Y is own annual income (Yp) or annual
income of family (Yf) and independent variables are education level
(X41), number of family members (X2), number of earner (X3) total land
owned (X4), value of total assests (Xs) and amount of loan taken (Xg).
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Dummy variables were used for sex (femal = 0, male=1) and types of
societies (disadvantaged = 0, agriculture or agro-related =1, others = 2).
The strength of relationship is measured by the coefficient of correlation R.

These regression analyses were run for—
1. Total primary society members,
(a) total primary society loanee members;

2. Totalmale p‘ﬁmary society members,
(a) total male primary society loanee members;

3. Total female prirrfary society members, :
(a) total female primary society loanee members;

4. Total BRDB primary society members :
(a) total BRDB primary society loanee members;

Total RCS primay society members
(a) total RCS primary society loanee members;

6. Total KSS society members,
(a) total KSS loanee members;

7.  Total agriculture society members,
(a) total agricultural society loanee members;

o

8.  Total agricultural/lUCMPS/sugarcane society membe'’s, _
(a) total agri./multi/sugarcane society loanee members: -
8. Total MSS society members,

(a) total MSS society loanee members;

10. Total women society members,
(a) total women society loanee members;

11. Total weaver and fishermen society members,
(a) total weavers and fishermen society loanee members.

As many as 53 regression equation were fitted. The results are reported
below . (see appendix-I for Regression resuits).

(a) When total cooperative societies are included, we found loan
amount, asset value, land ownership and education to have significant and
positive impact on own income. In addition to those, number of earners and
family size had similar impact on family income. Dummy for sex indicated
greater impact in favour of male and dummy for type indicated greater
impact for agriculture or agro-related or specialised functional cooperatives.

9
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(b) The exercise also-explains that a Tk. 1000 loan creates a income of
Tk. 170-180 for the loanee and Tk. 340 for the Ioanee family excluding
repayment and service charges.

(c) While comparing impact of BRDB and RCS it is found that for BRDB
cooperatives loan amount has a significant and positive impact on income
while this is not so for RCS, implying that loan for effective income
generation is significantly perceptible in the former case. ‘

(d) While observing comparative impact of KSS and RCS agriculture and
agro-based societies, it is found that for KSS/BRDB loan amount has
positive and significant impact on income. For KSS the influence of value
assets of owned is not always significant, similar is the case with land in
- respect of KSS. Higher education does not generate any positive and
significant impact on income for KSS members either. Higher member of
earners has no significant impact for KSS while higher family size seem to
have a significant positive impact. The inference in respect of loan, value of
assets, education and family size for the RCS societies is opposite to those
mentioned above. However, in respect of land and numbers of earners
they are similarly situated. :

(e) In cases of BSS, MSS- and women cooperatives, loan amount, land
ownership has no significant impact in any of these cases. Value of assets
ownership has positive and significant impact only in cases of BSS and
‘women. Education seem to have positive impact on all the groups.

(f) For weavers group amount of loan and value of assets and fishermen
groups only the latier seem to have significant positive effect.

(g) Differential impact on male and female cooperative members is
observed. For male amount of loan, value of assets, and lavel ownership,
education, number of earners and family size have positive and significant
impact; while for female only education, number of earners and family size
are the significant variables.

5 Impact of Coooperatives on the Level of Living

One of the purposes of the study was to find out impact of copperatwes
on the level of living. In our efforts to understand this, we adopted a three-
fold approach related to means of improvement, mode of improvement and
general indicators like, (f) income and productivity; (i) actual employrnent
opportunities for self, family members and others employed by him; (iii)
savings and investment; (iv) food and nutrition; (v) housing; (vi) health,
sanitation and family planning;:(vii} education of family members; and (viii)

10
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general economic condition and social status. We have no horizontal data;
nor was it possible for us to collect data over a period of time. Under the
circumstances the methodology adopted was to ask them about the
position before they joined the society vis-a-vis presenttime; whenever
possible to get a direct/indirect quantitative measure.

(a) General Eeconomic Well-being

In respect of general economic well-being, ovemrheimtgl majority of the:
cooperative society members, irrespective of types, feel that their
economic conditions have remained the same. However, in case of both
RCS and BRDB coops, the loanee members response for being better is
significantly higher than non-members loanee responses. NGO
performance is much better for loanee and.non-loanee respondents when .
compared to cooperative society members. When the cooperative society
and NGO members are compared to non-members, the mlervenhon for
economic well-being is more distinctly estabirshed

-(b) Social Status

The social status of cooperatlve members: has not changed generally.
However, none reported lowering of social status, amongst the loanees
while noticeablenumber of loanees particularly of MBSS and fuctional
groups in RCS system reported improvement in social status.

(c) Productivity

So far as the productivity is concerned, nearly one-third cooperative
members feel that their productivity has increased, despite limited activities
by the societies for skill development. It is itself remarkable. However in this
respect the NGOs seem to have done remarkably better.

(d) Income :

In respect of increase in income, more than one-fourth of BRDB
cooperative society members, and more than one-fifth of RCS society
members indicated increase in income. Notable is the fact that, except for
women group, nearly three-fourth to four-fifth of cooperative members on
average reported no improvement in income when 85% of NGO members

recorded increase in income.

(e) Savings

Generally 5 to 10% of the cooperative members have indicated to have
increased their savings and it is much higher for MBSS, firshermen and
sugarcane cooperatives. In addition to that, about half of the members
indicated to have retained their savings level; but it is much higher for BSS,

1



Bangladesh Journal of Political Economy

MBSS and MSS, Milk and Weaver societies. What can be concluded is that
the cooperative members have generally made an effort to increase or
maintain the savings level in the face of rising prices and demand.

(f) Enw!oyment

In general there has been an increase in gamful empioymem of the
cooperative society members and NGO members. Unpaid family labour
gets the first impact of increased production activity. The production activity
of the members of cooperative societies created a minimal impact in the
labour market of rural areas. The demand could-come for production labour
or for substitute labour to free themselves or family members for/from
production work. It appears that more than 90% of the respondents did
neither cause increase or decrease in wage labour employment.

(g) Food Intake

So far as the food intake and nutritional status is concerned, intake of
milk has increased selectively for some of the cooperative society
members’ household. Cousumption of fish, meat, egg seem to have -
increased much more selectively. In terms of ealorie, between +th and ;-rd
of respondents, except for the weavers group, have better nutntlonal
intake. The percentage is much higher for NGOs who start with a lower
income group anyway.

(h) Children’s Education

NGOs seem to have performed much better in respect of inducing
members in sending their children to school. So far as the cooperative
societies are concerned around 10% of respodents indicate that more of
their children are in school now than before. From the new data it appears
that nearly 76% of the school going age (5 to 15) are going to school. This
rate is much higher than the national enrolment rate.

(i) Household

Noticeable impact on house improvement have taken place for members
of the cooperative societies, the performance of which is comparable to
that of NGOs. Knowledge on hygiene and sanitation is more than before
amongst the cooperative society members, but behaviour in this respect
did not generally reflect the practice of knowledge

() Famity Pianning
In the area of family planning, our efforts were basically to find out

whether the cooperative societies were the carrier of this knowledge. It was
the women related societies and NGOs who have perfomed the job well
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enough through their complimentary efforts but they have not taken any
measure to provide a continuous Family Planning/Matemity & Child Heaith
programme of their own which was also not the intention of the programme.
In this respect, quantitatively, they are no worse than NGOs.

6. Participation and Management of Cooperatives

(a) The cooperatives are voluntary agencies organised for mutual benefit
to be managed by an elected committee unless superseded. The basic
management is vested in a managing committee, accountability of which is
established through annual general meetings and participation, in case of
BRDB societies, through weekly meetings. The legal instruments for
control and direction is inspection and audit by competent authorities. We
have examined these along with perception of officials in respect of the
objective and achievement of the societies. In particular we have looked
into the suggestion for changes in law and management practices for better
performance of the oooperative societies.

(b) Annual General Meetmgs

Annual General Meetings have two purposes—one, to account for the
past year and to plan for the next years. From the responsses it appears
that .in terms of meaningful participation in AGM, significantly high
percentage of members of BRDB cooperatives, indicated that they could
do so while the percentage of such members in RCS societies is much too
small. The picture is better for NGO and disadvantaged groups within the
cooperative societies. E

(c) Weekly Meetings ;
Attendance of the cooperat:ve societies members in the weekly
meeting are not regular. Compared to NGOs even for the cooperative
societies organized for the disadvantaged groups the attendance of

members is far less. :

(d) Difficulties Faced in Management

The cooperative movement is hindered by process of too many
promotional/feeder agencies, lack of unification of the two systems and lack
of fund for training, research and monitoring. Intervention by the
government in suppressing the elected committees, appointment of
nominated members, deputation of officers were also considered
‘unhelpful for the growth and interest of cooperative movement.

(e) Government Intervention
The cooperative laws relating to registration process, inspection and

13
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audit were said to have been used in a pre-judicial manner and they have
seldom yielded the envisaged results.

(f) Availability of Fund ; :
Availability of loan fund from the Bangladesh Samabaya Bank Ltd. or
such other institutions were considered inadequate.

(g) Fund Management

Fund management in cooperative societies were found to be deficient,
defective and inappropriate, not conducive to generation of surplus for
self-reliance. The Managing Committee of the Cooperatives do not seem to
have worked regularly in a responsive and responsible manner with due
accountability. Personnel policies were also considered to be def:cuent to -
promote efficiency.

CONCLUDING OBSERVATIONS

1. Our investigation and interaction concerning cooperatives merely
confirmed the feeling that there are no underlying unalterable laws, the
cooperative organizations are potentially efficient but the most exciting
ideas often have not worked. This need not dishearten us because
cooperatives, conceived as organization of the people, like all such
organizations are subject to multiplicity of variables and multiplg inter-
relationships make room for uncertainty or unviolability but the peopfe have
an interest and ability to override many of the adverse influences on their
own provided they are allowed, encouraged and trained to do so.

2. Any organization, therefore the cooperatives can be discussed from
many perspectives. The most important perspectives are the people
concerned, the organization and its form and the systems and interactions;
internal as well as external. These are inter-dependent. The first refers to
people, that second to the political administrative system and the third to
exercise of control and power. It is political in the wider sense that it involves
hierarchies of control of power. Hence any discussion of the effectiveness
has to confront this people-power-political triangle in order to underscore
the nature, interactions of goals, objectives, memberships, groups,
leadership responsibilities which contribute to organizational-effectiveness.

3. The values of a cooperative organization is said to be manifested in
unity, discipline, self-reliance, mutual support, honesty, commitment and
spontaneity. Values are easily difined but much more difficult to practice
and needs to be subjected to continuous vigilance of the cooperators. The
basic tenant of cooperation is effective and active participation in the

14
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- management and governance of the cooperatives. This rules out the
imposition of management and requires a democratically elected
management to be able to work without interference, and obstacles. The
second basic tenent is drive towards self-reliance, the commitment to which
is manifested through incremental purchase of share capital, increase in
savings deposits as well as proper utilization of capital accumulated so as to
meet individual and group needs on the basis of social, economic and
business considerations. This commitment to self-reliance may indeed be
impaired through unplanned sponsored activities.

4. The principles of Assistance in the context of self-reliances should
be:
a. promote, but do not sponsor;
b. support, but do not initiate;
c. discuss, but do not impose; and
d. develop, but do not depute.

5. The basic tenant is education and learning, the objective of which is
to inculcate ability to take decisions on their own, plan their work, organize
and deal with all relevant matters, determine and implement their operations
and control their own affairs. The fourth basic tenant is the group activity
and collective responsibility which needs to be internalised through
participative management and planning of support services done in groups
and for the group. i

6. The promotional work for cooperative in various sectors need also be
done by people who understands and respects the basic normative value
of cooperation and hence recruitment in promotional agencies should be
highly selective and their training very rigorous, otherwise hasty promotion
and unnecssary intervention is likely to result. The promotion must have
acceptability by the cooperators and the regulator must earn their respect.
There is no reason to write off the cooperatives, there are all the more need
to promote a self-reliant community of cooperators for socio-economic
development of Bangladesh free of political or bureaucratic interference.
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APPENDIX-1
Table - 1: Impact of Loan on Income

Members' | income “Income
Society own annual | from No. of Average| Return generation

Income Activities Loanees | loan on from the

(000 Tk.) |relatedto | % 00Tk, | Invesment | loan (% of

coop. assis- income)
ted activi-
| ties (5)

BRDEB : : =
KSS 21.46 - 76.0 | 65.48 14.77 10.48 a3
MSS- 3.14 B1¢8 13.55 580 11.79 138
BSS 11.92 755 17.10 16,73 12.08 12.8
MBSS 2.00 84.00 3.87 5.63 8.33 6.6
RCS:
Multipurpose | 21.77 74.2 25.97 13.36 11.11 1311
Agriculture 23.44 78.1 49.72 12.66 18.91 207
Landless 16.23 843 - 9.76 - —
Women 7.63 . |808 221 12.00 12.50 10.0
Fishermen 19.70 74.7 6.08 10.18 13.80 10.0
Sugarcane 3420 76.5 5.52 13:73 12.50 10.0
“Milk 21.70 74.0 =1 = - - -_
Weavers 18.10 69.0 10.50 18.43 | &.80 52
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COOPERATIVES FOR RURAL DEVELOPMENT IN
BANGLADESH: A STUDY FROM MANAGEMENT
PERSPECTIVE

MD. MAINUL ISLAM”

Co-operatives owe their genesis to the felt need among people of
limited means for an organization based on popular initiative, participation
and mutual help in order o solve their common problems, of particular
importance is the practice of cooperatives in enabling people to participate
to manage their own affairs and this kind of people's participation was
particularly considered important by the programme of action adopted by
the World Conference on Agrarian Reform and Rural Development which
was subsequently endorsed by the General Assembly at its thirty-fourth
session (resolution 34/14) or a genuine and meaningful rural development,
the august body felt that “..........only through the motivation, active
involvement and organization at the grass roots level of rural people, with
special emphasis on the least advantaged, in conceptualizing and
designing policies and programmes and in creating administrative, social
and economic institutions, including cooperative and other voluntary forms
of organizations for implementing and evaluating them.”

Aim of this paper is to examine the present structure of cooperatives
from both macro and micro-managerial perspective with a view to highlight
the problems and prospects of this institution for rural development in
Bangladesh. By cooperative we mean here an organization which grows
" from below and is based on spontaneous mutual cooperation in order to
achieve certain common social and economic goals. As the very name
implies, the concept of cooperative society owes its origin to the term
“Cooperation” and such an endeavour is indeed "*a voluntary, evolutionary,
democratic process resulting from initiative and enterprise at the "gross-
roots' by individuals motivated by the principles of self-help and mutual
ald oo s

METHODOLOGY
To give a very brief resume of the study, it is to be said here that it is
based on the field work done by the author as a member of a team for the

* Professor, Department of Management, University of Dhaka.
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study on cooperatives in Bangladesh, 1988, sponsored by the
Government of Bangladesh and some other international agencies. Mainly
based on socio-anthropological method, the study has also been
supplemented by secondary data from various published sources. Primary
focus of attention was to examine the management of cooperatives as
organizations at various hierarchical levels which we have meant here as
micro-management. But we have also looked' at the working of the
cooperatives as instrument of government policy for rural deveiopmem
This has been meant here as macro-management.

ORGANIZATION OF COOPERATIVES

Cooperatives in Bangladesh are organised on two distinct lines, namely,
traditional and two-tier. This division is reflected at all levels of the
movement. At the primary level there are agricultural societies of both the
traditional and two-variety, often in the same village. However one
distinguishing feature of this division is that two-tier cooperatives of the
Comilla type are overwhelmingly village-based and primarily concerned with
agricultural development, whereas the traditional cooperatives encompass
both rural and urban societies with emphasis on specialised service or
commodity based primary cooperative for fishermen, weavers, sugarcane
growers, milk and salt producers, etc. As a matter of fact all the specialised
primary cosieties mentioned above and all the urban cooperatives like
transport, housing and thrift and credit unions belong to the traditional
movement. -

rhis division of two lines finds its expression at the secondary level as
well. Whereas the UCCAs (Upazila Certral Cooperative Associations) are
the central societies of the two-tier cooperatives, there are different types
of central societies under the traditional mo ‘ement. They include the
Central Cooperative Banks (CCBs) through which credit from. the
Bangladesh Cooperative Bank (BSBL) is disbursed to the various types of
traditional societies. Other Central Societies are Central Sugarcane
Cooperative Society, Centtal Cooperative Multipurpose Societies
(CCMPs), Central Fishermen's Cooperarive Society etc.

At the national level, too, apex bodies supposed to act as spokesmen
for their affiliates and provide them with promotional and educational
support, are divided. Bangladesh Jatiya Palli Unnayan Samabaya
Federation (BJPUSF) or the National Cooperative Federation for Rural
Development based on UCCAs as their affiliating units represents the two-
tier Cooperatives at the national level. But such a national body for the
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traditional Cooperatives is the Bangladesh Jatiya Samabaya Union (BJSU)
or the Bangladesh National Cooperative Union, which is a federation of 17
apex societies of traditional cooperatives. It may be noted here that
traditional cooperatives are three-tiered with primary, central and apex
societies and this is considered to be an important feature distingushing
traditional cooperatives.

Interestingly enough these two streams of cooperative societies are
promoted and controlled by two agencies of the same government, namely
RCS (or the Registrar of Cooperative Societies) and the BRDB
(Bangladesh Rural Development Board). However, it becomes clearly
evident both from the field study as well as from the published materials that
two-tier cooperatives are comparatively more expanding and active
compared to the traditional ones. This has resulted into some kind of rivalry
between the two streams which is apt to harm the healthy development of
the movement. In fact, as our field study suggests, this has been harming
the cause of cooperatives, because of a feeling among the officials of the
RCS that they are being undercut and left out because of the more
vigorous promotion of two-tier cooperatives by the BRDB at the behest of
the Government.

As far back as 1981, the Joint Review of IRDP by GOB World Bank
pointed out the negative effects of the continued existence of two types of
cooperatives and recommended their unification as early as possible.
Following these recommendations, Government decided that at the
primary level KSS cooperatives of the two-tier model and the UCMPs of the
traditional type would be merged together and integrated into the Comilla
model (or BRDB system) and affiliated to the UCCAs. But the progress
towards that end was extremely slow. Consequently, again in 1987,
Government took steps defining some criteria and the procedures for
liquidation and amalgamation of the traditional primaries with the two-tier
cooperatives. With that end in view, committees were established with the
UNO as the Chairman to review the situation and recommend their
unification. But, it seems that the progress is extremely tardy with adverse
effects for the movement.

THE ORGANISATIONAL STRUCTURE OF THE TWO-TIER
COOPERATIVES

Structure in the context of two-tier cooperative implies the relationship
that exists at different levels of the organisation and the manner in which
communication flows from the apex down to the primary society and then
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from the primary society up at the top. The Comilla type cooperatives are
organised into a strueture which in fact consists of four tiers, although it is
commonly known as two-tier organization. At the base, there are primary
societies of four types—KSS, MSS, BSS and MBSS—at the village level.
These are affiliated with the UCCAs at the Upazila level which act as their
supporting secondary organization. But in fact UCCAs are supported and
controlled by the Project Director (PD) of the BRDB and PD and his office is
the supporting and regulating agency of the BRDB. which is again the
highest parastatal body promoting and governing the entire two-tier
cooperative movement of the country designed to promote rural
development. To put diagrammatically, the structure of the movement
stands as follows:

National
Federation BRDB

e e

District | Project Director
_ Federation — (BRDB)
1’ ~
UCCA

\L v W' Ny
[KSS| [uss|  [BSS| E

There are two other higher tiers at the district and national level, namely
District and National Federation. These are merely paper organizations and
piay no visible role in promoting and supporting their affiliates.

ORGANISATION OF PRIMARY SOCIETIES

Primary societies are the cooperative organisations at the grass root
level and therefore the basic units of the movement. The Managing
Committee (MC) is the Chief Executive body entrusted with task of
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managing the whole affairs of the society. The MC usually appoints a
manager who is usually a non-salaried person and acts as the chief
executive officer for conducting the day-to-day business of the society.
‘But the ultimate resposibility for policy formulation in all matters remain with
the MC.

Present study reveals that usually the relatively more affluent, educated
and crafty people get into the MC. Same happens in case of managers.
Consequently, MCs get dominated by the members belonging to the rural
power elite who sometimes use these societies for indulging in
malpractices and self-aggrandisement. But they can do it because of less
stringent supervision exercised by the higher authorities nemely UCCA
officials who are supposed to supervise and guide them and the RCS
officials who are responsible for inspection and audit of the same.

Domination and corruption by the power elites is one aspect of the
problem at the prirhary level. Another problem inhibiting the efficient
running of the societies is the lower level of education of the members of
the MC and the manager. One study found that majority members of the
MC had only five to eight years of schooling.

Cooperatives, being democratic institutions, are usually supposed to be
managed through a democratic process. Therefore, different types of
meetings are prescribed to democratise their management. The following
four types of meetings are held for the purpose:

1. Weekly meetings.

2. General Meetings of the MC.

3. Special general meetings of the MC.

4. Annua! General meetings.

Weekly Meetings (WMs)
Weekly meetings of members is one of the ten guiding principles of the
Comilla Cooperative Model. They are meant to serve the following:

i) Participation and involvement of general members in the activities and
decision making process of the society:

i) Promotion of group cohesion among members;

iii) Inculcation of Cooperative spirit and dissemination of skills and
knowledge about cooperation and technology acquired by the manager
chairman and model farmer (in case of a KSS) through training at the UTDC.
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iv) Collection of weekly savings of the members

v) Interaction amongst the members and management and better
disposal of the problems of the members.

Present study shows that these meetings are held very irregularly and
attendance in these meetings are very poor. Only during the period of loan
disbursement and in the season of irrigated Boro crop these meetings are
held at irregular intervals attended by small number of people to ensure
their share of irrigation water and settle the accounts relating to it. This
shows the low level of participation of members in the management of the
cooperatives which does not bode well for the movement.

The reasons for such lower participation in the WMs are as follows:

1) Virtual discontinuation of training programmes at the UTDCs resulting
in no new skill, knowledge or ideas to be relayed back to the general
members by the leading members like chairman, manager or the model
farmer:

2) Absence of regular activities involving discussion and decision about
new things. Discussion about shares and savings hardly generates much
interest among members because of being an old routine business and
also because they hardly get any benefit from shares and savings,
particularly from the shares as no dividend is being paid on them.

3) Very poor supervision and extension work done by the UCCA
employees, particularly by the inspectors, which is again the result of low
salary and poor motivation of the latter, as our field study suggests.

Besides weekly meeting, weekly saving is another important principle of
the Comilla Cooperatives. Along with the weekly meeting, weekly savings
programme is also very much on the decline. This is because only a very
small-amount of interest out of savings are paid to the primary societies for

distribution among their members. Among the UCCAs visited it was found
that out of 14:% interest earned by the savings deposit of the primaries

UCCAs keep 8% of the same as service charges. Rest 6.% is supposed to
be distributed among primary members but, that too, is done very
irregularly. And so far as share money is concerned, ordinary members get
no benefit at all because UCCAs can not earn any profit. Conseguently,
RCS officials do not allow any dividend to be paid against the share money.

But then again there is no punishment for those members who do not
attend weekly meetings or make weekly savings. They however, do not fail
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to get the benefit of the societies so far as loan money or irrigation water is
concerned. All these factors were found to have led to the decline in the
enthusiasm and motivation of the ordinary members but they are very vital
for democratic participation, guidance and control of the cooperatives.

General and Special Meetings

General meetings are supposed to be held once in every month to
review the activities of the society. But these meetings are not regularly
held. Special meetings are held to discuss special issues like observance
of national cooperatives day or for submission of the annual loan plan to the
UCCA.

Annual General Meeting (AGM)

AGM is an important forum wherein various statutory functions are
performed. According to rules, the AGM is supposed to examine the
working of the society and, in particular the work of the managing
committee. It should also scrutinize and pass the annual budget of the
society. To be more specific and clear, the following functions should be
performed in an AGM:

1. discusssion on the annual report of the manager as well as on annual
income and expenditure, balance sheet and audit report of the society;

2. approval of the budget of the next years;
3. election of one third of the MC members;

4, distribution of prizes among members, and employees for good
performance;

5. fixation of honorarium or pay for the manager of the society etc. '

The present survey shows that the AGMs are held regularly in time in 8

of the 20 or in 40% of the societies studied. But a survey of a sample of 50
societies in Rajshahi Division in 1985 showed that only 18 societies ever
had conducted an AGM since registration. Out of a total number of 272
AGMs fallen due over a number of years, less than 7 per cent had actually
been conducted. This variation in the findings of the two studies may be
explained by the fact that the present study is heavily influenced by the
preponderance of good societies selected by BRDB officers in the UCCA
through whom members of the study team conducted the work. But the
overall impression that the team gained from their investigation is that the
AGMs are very much on the decline. This indicates that the democratic
control to be exercised by the general members is not working satisfactorily
and that the work done by both UCCA and RCS inspectors in motivating
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leading members and enforcing cooperatives laws leaves much to be
desired.

Managers of the Primary Societies

As we have already said manager is the chief fuctional executive who is
resposible to run the business of the society subject to the control of the
MC and approval by the members at the AGM. He may be a paid or a
honorary personnel. The functions supposed to be performed by a
manager are as follows:

1. to receive all moneys on behalf of the society and issue receipts of
the same;

2. to prepare budget and submit the same to the MC;

3. 1o collect money on account of shares and savings from members and
deposit the same with the UCCA; i

4. 10 maintain proper books of accounts and records of other activities;

5. to prepare repdrts, returns etc. to be submitted to the UCCA and
keep the members of the MC informed of the same;

6. 1o arrange convening of meetings of the MC in consultation with the
concerned members and chairman;

7. to act as a liaison between the MC and general members as well as
between the society and the central cooperatives and supporting
agencies;

8. to help conducting the audit of the accounts of the society by the
RCS officials. 5

Manager is the real pivot around whom a primary society revolves. His
effectiveness is therefore very vital for the organizational efficiency. But the
main problems in this case were found to be the following;

1. low level of education: This is of course of reflection of the overall
illiteracy prevailing in the country. But the fact remains that a minimum of
education (at least upto SSC level) is necessary to perform the above
functions effectively.

2. lower amount of training imparted by the UTDCs: Training in the
UTDCs for the primary society officials like chairmen, managers and model
tarmers have virtually ceased with consequent adverse effect upon the
quality of managers. Almost all the managers of the KSS that we came
across in course of our field visit were found to have read at least upto class
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V. They were found to be intelligeni and if they were given intensive
training in the UTDC and provided necessary support and motivation from
the UCCAs, they are sure to be more efficient.

UCCA employees particularly the village accountants and inspectors are
designed and deployed in the field to assist the managers of the primaries
in accounting, record keeping and other functions noted already. This-
system is meant to ensure that the societies having no resources to employ
professionally qualified personnel may have access to the know-how
required, for proper management of their activities. In spite of this provision,
many societies were found to be suffering from serious management
ailments like poor book-keeping, inadequate control of funds and failure to
keep other records such as minutes of MC and general meetings and up-
to-date register of members etc.

A positive national policy with active support from the state at the macro
level can only promote a live and active primary cooperatives at the grass
root level which will find its expression in the active participation of its
members ensuring democratic control and efficient management through
all necessary meetings and managerial personnel.

But at the micro level and within the existing socio-economic context
UCCA field staff can play a crucial role in promoting good management of
the primaries in various ways and in the vital areas.

It was repeatedly reported by the respondents that a UCCA employee
was not found to visit a primary society even within six months. One
important reason for such a dismal performance and poor motivation of the
UCCA employees ‘was found to be the absymally poor sum of money that
were being paid to them as remuneration and which has remained at that
poor level for years together.

ORGANISATION OF THE UCCAs (UPAZILA CENTRAL COOPERATIVE
ASSOCIATIONS)

Under the present organisational set up, a UCCA is managed by a
Managing Committee (MC) usually consisting of 12 members. The MC is
elected by the affiliated primary societies in the annual general meeting.
Among the 12 members, 10 are KSS representatives and the rest 2 are
from MSS and BSS. The MC is mainly responsible for approval of routine
financial and administrative matters of the UCCA. But sometimes they
formulate some policies as well within the guidelines of the BRDB of
course.
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The chief executive officer of the UCCA is the Upazila Rural
Development Officer (URDO). He is the key man who gives notice and
usually prepares the agenda for the meeting of the MC. Management
Committee takes decision regarding all matters relating to the UCCA along
with URDO. Though the URDO does not have any right to impose
restriction or disregard any proposal of the MC his/her view is given

“importance in taking decision in the meeting. He is responsible to “advice
and guide the Managing Committee of the UCCA on acts, rules and control
policy decisions and to refer to higher authorities in case of doubt”. Higher
authorities mean in practice the Project Director (PD) of BRDB. URDO is
also responsible to execute the decisions taken by the MC.

Besides URDO, there exists a minimum of two other officers—one
Assistant Rural Development Officer (ARDO) and one Accountant—paid
for and deputed by the BRDB to the UCCA. But this number goes up and
additional number of ARDOs are deployed in UCCAs participating in .
implementation of special programmes like Rural Poor Programme (RPP),
UNICEF programme for family planning and welfare etc. In addition to the
officers deputed by BRDB, the UCCAs have their own staff appointed by
the MC. The most senior UCCA staff member is the Chief Inspector who is
responsible to supervise the inspectors and village accountants. The
existing organization structure of the UCCA is given below:

PRESENT STRUCTURE OF THE UCCA MANAGEMENT

Management Péigéi?;r
Committee (BRDB)

| Ehairmans ———————= = —*IRnG
y
|ARDOs I

| !
joog b fpoBn |
Employees Accountant

The major problems that afflict the UCCA as an organization at present
appeared to be as folows:
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a) Problems of Managing Committee and its members:

1) At present MC has very limited power. For example, in case of
selection and promotion of UCCA employees, Chairman of the respective
selection and promotion committees is the Project Director (PD) of the
BRDB. Chairman of the UCCA and URDO are only members. Similarly, for
incurring any expenditure of Taka 5000.00 and above needs approval of
the PD even if there is provision in the budget and approval of the MC.
These measures seriously impair the representative and autonomous
character of the UCCA. Consequently the MC approves and sanctions only
routine matters and can hardly take up and decide any important matter on
its own initiative.

2) Secondly, most of the MC members are found to have poor
educational background and experience in the UCCA work. Consequently,
they can not effectively participate in the discussion and decisions of the
UCCA.

3) Short tenure of office of the members acts as a disincentive to take
any long-term plan or pursue any long term goal. At present the MC ‘is
elected for a period of 2 years only which is considered by the members
inadequate to undertake long-term business activities. Consequently,
initiatives are found to be lack in taking up long term plans. Rather,
members are mostly inclined towards short term benefits.

4) In 3 out of 8 UCCAs visited by the author it was repoted that there is
some kind of local power group conflict in the UCCA as well which hinders
speedy decision making. But the conflict is not so overt as to seriously
undermine the activities of the UCCA. There is a tendency among majority
of the chairmen and some leading members of the MC to give some undue
favour to the societies of their own villages, own kin group or own
supporters in local power politics. Several instances of corruption and
nepotism by the MC members were reported. Grabbing of good amount of
loan money and defaulting in repayment of the same by the leading
members of the MC are quite common.

5) Problems of the URDO: As it has already been said, URDO is the
chief executive officer of UCCA and in that capacity he is to work under the
general control of MC. But he is also to work under the supervision and
guidance of the PD of the BRDB. In fact he is more under the control of the
PD of the BRDB than the MC. But what is important for assessing his
efficiency is the problem of dual subordination that he suffers from.
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Another problem faced the URDO is in respect of managing the UCCA
employees. According to his job description, he is “responsible for
operational control, supervision and training of UCCA's staff.” But the fact
that the UCCA staff are responsible to the MC, creates problem for him.
The problem is accentuated by the machinations perpetrated by the crafty
UCCA employees with long experience and connection in assisting
candidates from the primaries to get elected to the leading posts of the MC.
These members sometimes, tend to protect and patronise the UCCA
employees causing disciplinary problems. E

6) Problems of the UCCA Employees: But by far the most important
problem is the poor motivation and morale of the UCCA employees
because of the very poor salary they are being paid. This is a fact which has
been come across everywhere and repeatedly stressed upon by all
important officials both at the UCCAs well as in the BRDB head office in
Dhaka.

While basic pay of a Peon of the Government under the Modified
National Pay Scale is Taka 500.00, the basic pay of a Chief Inspector having
an educational qualification of at least HSC (many of them are graduates) is
. Taka 350.00 only. In UCCA, we are told that a Chief Inspector with 7 years
of service draw a total monthly emolument of Taka 850.00 only. Whereas a
peon recently appointed and posted by the BRDB as a part of a UNICEF
programme was drawing a total wage packet of Taka 950.00.

Moreover, they are not entitled to any allowances and fringe benefits,
although in the same office BRDB employees get much better salaries,
allowances, Contributory Provident Fund, festival bonuses etc. This was
found to have created enough of bad blood among the people working in
the UCCA seriously imparting teamspirit and efficiency.

ORGANISATION OF BRDB AT THE DISTRICT LEVEL

Organisational structure of the BRDB can be divided into two parts. First
is the structure at the Head Office (H.0.). Second is the structure at the
field. The latter again operates at two levels: One in the district and other in
the upazila level. Organization at the upazila level has already been
discussed.

At the district level, BRDB is represented by an office headed by one
Project Director (PD), who is usually assisted by one Deputy Project
Director (DPD), an accountant and some supporting staff. This number
goes up with increased activities for such special projects like Irrigation
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Management Programme and the Rural Poor Programme etc. having one
DPD looking after each of them.

Main functions of the PD and his office are as follows:

1) To represent BRDB in district level committees meant for rural
development;

2) To liaise with various nation building agencies at the district level and
particularly, with the Sonali Bank in matters of supplying credit to the
Cooperatives; '

3) To supervise BRDB personnel deputed to the UCCAs and to provide
overall assistance and guidance to the UCCAs in dealing with managerial
and other problems requiring external assistance.

4) To promote agricultural cooperatives as well as societies for women
and landless people and to coordinate and supervise implementation of
service activities in the areas of irrigation extension, input supply, crop
marketing, cooperative education and skill development through training.

5) To moitor the performane of the cooperatives and the projects and to
sent monthly, quarterly and annual progress reports to the BRDB HO.

Until recently PDs and their offices were located at the old districts.
Consequently they had to look after the work of the BRDB at 3 to 4 new
districts involving a huge work toad. This is evident from the fact that so long
a PD on an average had to spend at least 10 days of the month attending
meetings with the Daputy Commissioners only, leaving rest 20 days for
liaison with district Icvel agencies and looking after his own office and then
visiting and supervising 20 to 30 UCCAs under his jurisdiction. The
situation became further problematic because of the setting up of the
offices by all other ministries and government agencies at the new districts
resulting into such adverse consequences as inadequate supervision of
UCCAs and BRDB special projects and poor liaison and coordination with
concerned agencies.

Situation is likely to improve, however, from the financial year 1988-89 as
BRDB was going to set up its offices at 20 more new districts and this
process will continue during the following year covering all the remaining
districts.

THE BRDB HEAD OFFICE (HO)
The BRDB was created out of the recommendations of a Joint Review
by GOB and the World Bank (hereafter only Joint Review) in October,
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1981, which envisaged the establishment of a semi-autonomous
Integrated Rural Development Board in place of IRDP. The proposed
national organization was best visualized as one which will be a permanent
nucleus providing necessary support services and coordinatior. While it will
play a catalytic role in rural development it will have the attributes of.

1) Freedom from routinization;
2) Innovation in policies, procedures and systems:
3) Ability to respond expeditiously to changing realities; and

4) Climate of organizational motivation for IRDP employees based on
pride of performance and recognition.

It was further proposed that the forthcoming body will have the functions
of formulating policies and underking, planning coordinating and
monitoring roles for nation-wide cooperative movement, “leaving to the
district organization and TCCAs to implement and execute the programme
on a decentralized basis.” Subsequently the BRDB came into being in
1982 through an ordinance which broadly stated that it would formulate
policies, coordinate activities and supervise implementation of various
projects and programmes for rural development. The ordinance, however,
specifically laid down the foilow]ng main functions for the Board:

1) To promote village based cooperative societies and UCCAs with the
aim of enabling them to be autonomous, seli-managed and financially
viable vehicles for increasing production, generating employment and
developing rural areas;

2) To promote intensive irrigated agriculture as a means to cooperative
development and also to utilize efficiently facilities for irrigation;

3) To encourage functional cooperatives for generating income and
employment for the rural poor;

4) To channel and ensure productive utilization of institutional credit
through the cooperatives and simultaneously promote accumulation of
shares and savings of the members;

5) To encourage financially viable UCCAs to diversify activities especially
in marketing of agricultural inputs and produces:

6) To arrange for effective training of members of the managing
committees and model farmers of the cooperatives;
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7) To liaise with concerned ministries, depariments and agencies for
mobilizing supplies. services and suppoil for the cooperalives.

8) To promote the District and Pational Sederations of UCCAS wih a view
to progressively handing cver the momciiorel, mofivalional and
educational fuctions relating to reral devaiopre:t

Besides the functions noted above as par avdnance. BROB has been
assigned the tasks of developing irrigatect agricuitire tcosther wilh the
Ministry of Agricdlture and promoting prodichion and smgloyment
programmes in collaboration with Upazila Parishad snd olnsr ocrosned
agencies according to the Rura! Developmernt Strateqgy of 1924

BRDB Head Office {HO) is organised imc two iavess o auihoidv. T
apex body of the BRDB is the governming doard conceined wit +akin
policy decisions. whereas executive functiers aie caried ou® by 5
directorates. The Governing Board (GB) s composen of 27 mombers
including a chairman and a vice-chairman. Minister in charge of fil. GRDC
and the secretary of the same ministry are the chairman and vice-chairmanr
respectively. whereas the Director General of the BRDA i= ihe membs
secretary. Out of remaining 18 members, only 8 directors reprosent e
cooperative movement. Rest 12 members represent the iing iniristries and
government sponsored autonomous bodies concerned with i
development.

_ This larger representation tfrom government agencicg siows of the one
hand the dominant role played by the governmenl i ihe cooperatve
movement and the muli-disciplinary nature of rural deveiopraent work 2n
the other. But to any careful reader of the BRDB ordinance # pecomas
obvious that the authority of the government over the BRDEB is absulute
not only in matters of composition and structure of the Board but &lso i
matters of governmental power to appoint the Director General (DG) and
such number of directors as government may determine from time to time.

WORKING OF THE BOARD

According to the ordinance the Geverning Board (GD) is supposed to
meet at least 6 times a calendar year. That means, there should be a
meeting in every two months. But the record shows that only 16 meetings
were held from 1983 to 1987 whereas there should have been 30
meetings. But those 16 meetings were only in paper. In fact 13 meetings
were actually held. For example, 10th meeting was held on 30-12-84. ith
and 12th meetings were not held because of other preoccupations of the
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mtecwho 17 ine chairman of the Board. 50 when the next meeling was
hal on 2.3 85 it was desianated ag 1 2ih mesting. Meeting number 14 was
Ak o 20-11-36 and ihe 151h meebing wes held on 12-8-87 This shows

fia1 mastings are held quie iccgularly

The single most important 1actor ior zuch irregulerity of mieetings was
found ¢ be the inabilty of e chaiman whc could not give time and when
ko could he failad 1o keep & et 1uze of his other pressing precccupation
as he waz a minsion  Lonzequently meehings were posiponed
svstematically resuling v+ the detay of dedision mzking and wastage of time
and sfiort of those whe had o prepa-c and process hige volumet of paper
ior the meeting. Since *he 15th maeting hald on 20th Necamper. 1987, no
other meetng hac yet been held m 1588 177h meeline was supposed to
we nield on May 31, put thal e was posiporiea. This was the fouth time
that the date was changed for the 3ame rmesvng and B june 1988 no such
meeting has yet been heid aitms:.-{:i*- az per ardinabce there should have
been 3 meelings by now. g

8o far as atandance ai the 30arc mestings is corcerned it was found
inat while the secreiaries of the concerned niinisiries are the members,
i, are it majortty of cases represented by a Joint Secretary or even by a
Gaputy Secretary in the meetings. Similarly Managing Director of the Sonali
Dank and ‘he Chairman of BADC send their deputies to represent them.
Tonsequently. these subordinate officers can nct effectively represent
4w raepective agencies. and participate meaningfully in the deliberations
ana decislon making Cf particular significance in this connection is the
Wencance of chairman, BADC and Managing Director, Sonali Bank, with
~hom BROR has the maximum interaction for irrigation equipments, seed
dnd fertilizer'with the former and for credit with the latter and they were
found to have the least attendance. As against this, non-official members or
cooperators had much better attendance showing the greater interest
{aken by them.

‘An analysis of the business transacted at the board meetings shows that
a broad range of administrative and financial issues are discussed and
decided in the meetings. These include, among others, delegation of
administrative and financial matters of general nature and such usual
matters like reviewing of budget, appraisal of loan performance,
amendment of cooperative law and personnel management issues like
promotion, creation of new posts, fixation of pay etc. But the board was not
found to have taken any decision on substantive issues of administration
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and finance. Even ordinary matters like changing designation of oificers
the creation of new posts within budget provision or the sale of old irrigation
equipment lying idle in the warehouse for years together require approval
of the ministry. In fact, many minor issues involving administrative and
fifnancial decisions are referred to the ministries of LGRDC, Finance and
Establishment Division. Approval or decisions from the concerned
ministries are inordinately defayed, unless they were regularly pursued,
causing serious bottlenecks at work.

Such a scrutiny and approval by the Ministry seems to be contradictory
to the spirit of the composition of the Board with the Minister of MLGRDC as
the chairman and the secretary of the same ministry as the vice-chairman.
Director General of the BRDB acts as the member secretary. Secretaries of
the 7 concerned ministries including the Ministry of Finance are the full-
fledged members of the Board. All agenda and working papers are sent to
them well ahead of time obviously with the aim of having their considered
views about the matters concerned at the time of meeting. But as the
proceedings show, decisions about all matters are referred to the
concerned ministries again for further approval. Therefore, the Board acts
as a mere recommending body and does not act as a high powered
autonomous board headed by the minister and the secretary.

In fact in spite of all the apparent trappings of an autonomous parastatal
body, BRDB runs like a department of MLGRDC. This is further confirmed
by the fact that contracts between BRDB and other government ministries
have to be routed through MLGRDC. BRDB neither enjoys the necessary
autonomy nor it has the operational flexibility envisaged by the Joint
Review leading to the birth of the BRDB in place of IRDP.

Lack of autonomy and infrequent meetings of the Board give rise to the
following problems:

1) Interagency coordination, the main mechanism of BRDB to mobilise
resources for its activities, suffers greatly as the meeting provide the
necessary forum for liaison and coordination among ministries and
agencies represented on the Board. '

2) Execution of the development programmes and all other relating
activities are largely hampered as the BRDB has to seek the approval of the
Ministry on almost all operational matters.

CONCLUSION
‘In conclusion it may be said that many of the problems of management of
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cooperatives at micro-level have arisen out of the macro-level policies
pursued by successive governments considering them as instruments of
their own. Adverse consequences that may follow from such government
policies have been aptly pointed out-although inaguarded manner by a
report of United Nations in the following words:

“Governments in. some developing countries also tend to see
cooperatives as one instrument among others for carrying out
development palicies. Such policies are not always at variance with the
interests of the cooperators but neither do they necessarily coincide.
Governments have at times. used cooperatives as vehicles to apply
unpopular measures. Where this is done, it is because governments tend
to look upon cooperatives as instruments of development rather than as
srganizations of people who could and should determine their own
objectives and participate in decision-making and the benefits of
jevelopment. Consequently members often look at cooperatives as
another type of government institution rather than as their own organisation
ind, as a result, tend to loose interest.”

Cooperatives are essentially voluntary and democratic organizations,
supposed to grow spontaneously from below on the basis of popular
initiative and mutual help. It was, therefore, rightly emphasized by the |.C.A.
vhen they said:

“Cooperatives can not be imposéd by edict from above. Neither
Governments nor the ICA can plan or direct their formulation or expansion.”

But even a cursory review of historical development of cooperatives in
Bangladesh makes it clear that cooperatives, since their inception in 1804
in the sub-continent, have always been planned and promoted by
successive governments or British India, Pakistan and Bangladesh either
for alleviating the burden of rural indebtedness of to alleviate rural poverty.
In the British India, the idea was first conceived and implemented by
philanthropic colonial officers. Obviously it was planned and promoted from
above and acted primarily as a delivery mechanism for cheap credit in order
to keep the rural peasanty afloat from the crushing burden of debt.

Subsequently independent governments of Pakistan and Bangladesh
took resort to the same institutions of cooperatives to alleviate rural poverty
mainly by providing relatively cheap credit for agricultural production. Of
late, of course, providing such vital agricultural inputs as irrigation
equipments, seed and fertilizer have gained some importance in the list.
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Therefore cooperatives, instead of growing spontaneously from below as
mutual aid societies and out of the felt need of the people of limited means,
have turned into primarily credit oriented institutions fostered from above
with the objective to serve its'policy of rural development.

But it is to be remembered here that cooperatives in Bangladesh are
only the parts of a larger social system dominated by an undemocratic and
authoritarian state run by successive regimes of military bureaucratic
alliances in connivance with renegade and turn-coat politicians. Civilian
bureaucracy which serves such masters, consequently feels no need to be
accountable to the public. Starting from the national capital down to the
village most of the public organizations are dominated and managed by the
government bureaucracy in connivance with local power elites, who are in
fact, touts and cronees of the ruling regimes and cooperatives are no
exception to this rule. This become possible because of bureaucratic
promotion and patronage of the same.

Various organisations built at different tiers by such governments for
promoting cooperatives remains riddled with such bureaucratic muddlings
as red tepism, undue caution, too much adherence to paper rules and
procedures, too much control from above and above all an attitude towards
public as a group depending on their mercy. As against this bureaucratic
culture, the culture of the local power elite-is to consider any public office as
an office of profit and an avenue for self agrandisement through foulmeans
which perverts the very concept of cooperatives. Consequently, culture of
people is one of passivity. They have come to take these tyrannies of man
with as much reluctance and docility as they take such tyrannies of nature
as floods, droughts and tornados.

It is obvious that cooperatives which are essentially democratic
institutions can not fuction effectively if they remain under the tutelage of
such governments on the one hand and their members remain passive and
docile on the other. But it is very much a fact of life in Bangladesh that
cooperatives have come to be looked upon by ordinary public not as their
own institution but only another kind of government office which once in a
year dolesout some loan money and in many cases, not without some
underhand dealings. Consequently, cooperatives even after 85 years of its
existence has failed to serve as an effective vehicle for our rural
development. .
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ORGANIZING THE RURAL POOR IN BANGLADESH:
THE EXPERIENCE OF NGOS, GB AND BRDB

JAHANGIR ALAM™

1. BACKGROUND
1. The Status of NGOs

A large number of NGOs work in Bangladesh in various fields. Their
focus is mainly on the poor and the disadvantaged. Their number exceeds
400 when only the nationally reputed organizations are considered. The
number increases to over 10,500 when the local levels in voluntary
organizations are also taken into account.

Some NGOs depend exclusively, for funds, on foreign donations. They
are registered with the Social Welfare Department and operate under the
foreign donations (voluntary activities) Regulation Ordinance/Rules, 1978
as amended in 1982. The number of foreign NGOs is 89. There are 173
national NGOs who also depent on foreign donations. They receive over
70 million US dollars per year from external sources. From 1982-83 to
1985-86, 16.39% of the total foreign aid were channelled through NGOs.
The proportion was little less than 1% in 1972-73. :

2. The Approach
Although the number of NGOs in Bangladesh is large their approach to

rural development is similar. Many of characteristics of these organizations
are common and the prime focus of their attention is almost the same. They
‘work for combating the causes of rural poverty. Their activities are targeted
to the landless rural poor. They follow a strategy of organizing the target
population into informal groups. They address themselves to the problems
and needs of the disadvantaged sections of the rural community through
institutional changes and building up organizations of the poor. It is
assumed that the organized efforts of the landless poor would enable them
to stand on their own feet and 1o fight against social and economic
deprivation. :
3. Activities

- The activities of NGOs include adoption of new production techniques,
creation of employment opportunities, generation of additional income,

* Chief Scientific Officer and Head of Economics and Marketing Division, BLRI, Dhaka.
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and promoiion ot education, health care. nuirition, family planning, and
sanitation facilities for the rural poor. They encourage their group members
to bargain for higher wages. heiter iarms of share cropping, legal rights to
'Khas' land, institutional credit facilities and so on. They also operative
separate programmes o ensure e.onomic independence and appropriate
social status for poor rural women.

4. NGOs/GOs Covered

For ifie purpese of this report four NGOs and two GOs? were studied. In
seleciing those six, the principal determinant was their leading role. The
organizations are:

1. Grameen Bank (GB)

2. Bangladesh Rural Advancement Comrmittee (BRAC)

3. Rangpur-Dinajpur Rural Service (RDRS)

4. Proshika Manobik Unnayan Kendra (MUK)

5. Swanirvor Credit Programme (SCP)/Swanirvar Banglédesh (SB)

6. Rural Poor Programme (RPP)/Bangladesh Rural Development Board
(BRDB).

Il. REACHING THE TARGET GROUP

Most of the NGOs and GOs currently working for socigseconomic
development of the rur.al poor in Bangladesh have identified the poorest
section of the rural community as their target group. For example,
Grammeen. Bank, SCP (Swanirvar Bangladesh) and RPP (BRDB) have
restricted their group membership to a person whose family owns less than
0.5 acres of cultivable land2. RDRS has increased the land ownership
ceiling for its group members upto one acre of cultivable land and proposed
to make separate groups for landless (owning land upto 0.5 acre) and
. marginal farmers (0.5 to 1.0 acre). BRAC and Proshika did not identify their

1. To facilitiate comparisons with NGOs, the Grameen Bank and the Rural Poor Programme of
BRDEB were covered. This report treats those as Government Organizations (GO) because
both GB and BRDB were established under the Government Ordinances, have allowed
government pay scales for their staff members, and use government funds for programme
operation.

2. Membership of GB is restricted to persons whose family own less than 0.5 acres of cultivable
land, and the value of all the family assets together does not exceed the market value of one
acre of medium quality land in the area. For the SCP, the membership is restricted to those
whose family own upto 0.40 acre of land {excluding homestead) and whose household
assets do not exceed the r zrket value of Tk. 15000. The RPP of BRDB limits its
membership to a person whose family does not own more than 0.5 acres of cultivable land.
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target groups on the basis of land ownership criterion. Their selection of
group membership relate to main occupation of their clients. They attach
importance to those land-poor families in the rural areas who must sell out
their labour at least for 100 days in a year for survival.

The proportion of member households who have indeed satisfied the
eligibility criterion of each organization to become a member of target group
at the time of their enrolment as members is shown in Table 1. It can be
noticed that 70 to 95 per cent of the members of each organization have
come from the target households i.e. they have fallen within the eligibility
limit set by the NGO/GO. They represented the land-poor section of the
rural community who owned, on the average, from 0.14 to 1.10 acres of
land per family. About 50 to 70 per cent of those member household did
not claim ownership of any land other than their homestead land. Similar
observations have been reported by the Bangaladesh Bank (1982);
Hossain (1986) -and Siddigi (1984) on GB loanees and by Al-Hussainy
(1986) on SB loanees. The membership of NGO/GO consists of the rural
poor as defined in their eligibility criterion. It was observed that continuous
pre-membership meetings and extensive enquiries from fellow members
have ensured weeding out of ineligible ones so that membership was
confined to the real poor section of rural population. »

An encouraging feature of the NGO/GO is the attention paid to rural
women among the landless. It appears from Table 1 tnat GB and SB have
drawn 83% and 65% of the membership from rural women respectively.
Other NGOs and GOs have also been paying increasingly more attention
on rural women in recent years.

l1l. ECONOMIC IMPACT

The NGOs/GOs have pioneered a series of innovations related to
productivity in agriculture, generation of employment and skill
development.

They provided credit to group members for adoption of productivity-
raising technology in agriculture and promotion of a wide range of activities
in the non-agricultural sector. This has diversified the pattern of occupation
of group members followed by an increase in employment and wage rate in
rural areas. Thus the NGOs/GOs have made a positive contribution to a
majority of group members to improve their economic condition.

The perception of respondents about their own economic condition
were studied. It was noticed that 50% to 86% of group membe-s followed
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by an insignificant portion of non-members have reported ‘an.improvement
in economic condition after the iniervention of a new organization. In
contrast, 50 to 65% of non-members followed by an insignificant portion of
group members have reported that there had been decline in their
economic condition during the same period. It is interesting to note that
while a majority of the group members felt an improvement, a majority of the
non-members experienced a deterioration in their economic life. Those
who have reported an improvement in their economic condition have also
noted that they harve been able to spend more on food, clothing, housing,
medicine and education in recent years.

An analysis was carried out to quantify the effect of interventions made
by NGOs/GOs on.the level of income, poverty and income inequality.
Results are presented in Table 2. It appears that the average household
income and per cepita income of group members remained at a
considerably higher stage than those of the non-members of neighbouring
areas. The group members have earned 6 to 46% higher income per
household and 7 to 67% higher income and a per capita basis than the
non-members3. The difference in the level of income between these two
groups was statistically significant for all the organizations, except BRAC
(SIP) and Proshika.

- A high level of income of the group members would mean that the
proportion of households living above the poverty line would be higher for
the group members than for the non-members. Evidence presented in
Table 2 demonstrates that the hypothesis is true. One can notice fram the
table that 10 to 48% of the member rousehold were living above the
poverty line4. in the study areas. The improvement that has been noticed
was attributed to agricultural and non-.gricultural development, and
additional employment and income generation activities of the NGOs 30s
in their command areas. in a household where all the members of active age
group had the opportunity to work have earned an income above the
poverty line. Such an opportunity was low for the non-member.

It was examined whether the additional income cenerated by group

3. The percentage difference between members and non-members in per capita income was

relatively higher than that in per-household income due to a relatively small size of
population.
The poverty legal income of rural people was estimated {on the basis of a daily intake of
2150 k.cal. per person) to be an annual per capita income of Tk. 2296 in 1980-81 prices
(Alam, 1988a). This amount has been inflated by 58 7% for Dhaka. 86.2% for Syihet,
87.5% for Chittagong and 92.1% for Rangpur and Dinajpur regions 10 cover an increase in
the cost of living index in 1987
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members was equally distributed ameng all the members of the NGOs/GOs.
For that reason a measurement of income inequality among group
members/non-members of the study areas was necessary. This was taken
care of by calculating mean deviation of gini concentration ratios of
household income of the two groups. The results are presented in Table 2.
Data shows that the level of inequality in income was lower for group
members than for non-members in all the organizations, except in BRAC
(SIP). The evidence suggests that the benefits of NGOs/GOs, in most
cases, have been distributed positively among their group members.

1. Capital Formation

NGOs and GOs have made positive impact on savings and capnal
formation. Each organization has made it mandatory for its group members-
to save every week. They pay at least one taka per week towards the
group's savings fund. Some of the members deposit more money than
what is stipulated by the group.

The accumulation of per capita savigns of group members of different
organizations was examined. It appears that the GB members followed by
GB members have shown maximum potential in group savings. They meet
every w ek for payment of loan instalments when tkey also make the
payment for savings. Group members of other organizations make
fortnightly/monthly payments when sit rogether in group meetings.

Proshika, BRAC and RDRS members use savings funds for productive
investments. They receive matching finds as loans from the organization
when they undertake collective cnterprises. Others keep tligir savings in
banks and receive loans from savings funds when their economic
conditions deteriorates.

2. Repayment of Loan

The repayment performance of rural landiess loanees is excellent. They
have heen excluded from the institutional credit sources on the ground
that they do not have the asset to provide collateral security against which
the loan can be granted and that their capacity of repayment is low because
they generate a very low level of annual income. This has been challenged
by GB, SB, BRAC and some other NGOs and GOs who have been working .
for the socio-economic development of the rural poor. They provide credit
to the rural iandless people without any collateral and observe that their
repayment behaviour is much better than that of the rural land owners.

The year-wise recovery rate of loan of some NGOs and GCs is shown in
Table 3. It is noticed that most of the NGOs and GOs have been able to
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recover more than 70% of the outstanding credit in time. Defaults have
been reported only in cases of sickness, accident and sudden loss of asset
or property of the loanees. However, all the loanees were found to be
serious in maintaining the regularity in repayment of weekly instalment.
When a loanee failed to pay one instalment he paid a double amount in the
next week io cover the missing one. Somtimes advance payments of
instaiments were made by the loanees when they were able to generate an
income above the average level, presumably to cover any sudden default
in future repayments. A small portion of the loanees were found to barrow
from the loca! money lenders to pay instaiments in advance with a view to
get a repeat loan of larger amount as early as possible. Unless the loans
were highly productive in generating additior.al income, such a repayment
behaviour would not have been expected from those who operated under
a serious limitation of asset and capital. '

Other than the utilization of credit in highly productive channels, weekly
repayment system, exertion of powerful pressure on individual loanees by
the group, intensive supervision of loans and prompt delivery of a new loa:
made it possible for the borrowers to show an excellent perfomance in the
repayment of credit. :

IV. SOCIAL IMPACT
1. Literacy

The NGOs and GOs working for the rural poor have made provisions of
functional/adult education through trained volunteers who teach the
landless groups' reading, writing and simple arithmatic. Some of these
organizations, for example, GB, SB, BRAC and RDRS have been operating
primary education centres for the children of their group members. The
groups manage those centres at their own initiative and receive
encouragement and support from their mother organizations. Thus the
NGOs and GOs have made positive impact on the literacy rate of the group
members and schooling rate of their children. _

2. Health and Family Planning

A number of NGOs have taken up health, nutrition and family planning
programmes in their command areas. They have appointed trained health
workers who activly participate in house visits. During each visit the health
worker emphasizes a special health education subject by identifying the
most obvious health problem in the member family. They motivate their
clients on immunization, family planning, nutrition and health education,
diarrhoeal disease control and promotion of safe drinking water and
sanitation.
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3. Khasland Distribution

Some NGOs have taken effective steps to distribute khasland among
the group members. For example, BRAC (SIP) has been preparing to
construct two clustered villages (one at Karcha and the other at Teleghoriin
Habiganj district) on 162 acres of khasland for its homeless group
members. It is planned that arrangements will be made to accommodate 80
households in those villages. About 8 lack taka has been sanctioned by the
BRAC at Dhaka to raise 'viti' (floor) in project areas. However, those.
khaslanc holding are yet to be captured from the possession of the local
power structure. One landless group at Teleghori (Sulla) had moved faster
and establised its command on a Khas plot of 5.5 acres in late 1987 which
was under the illegal possession of a local elite earlier. All'-members (42) of
the group have cultivated the plot jointly and transplanted paddy in 1987-
88 boro season. Nevertheless, the group did not secure any occupancy
right for the land from the local settiement office.

Another landless group representing a BSS of the BRDB at Tuk-
Chandpur (Sunamganj) had moved even faster and secured the
occupancy right for 100 acres of khasland from the local settlement uffice.
All members (72) of the group have taken equal share of the land and
divided it into 72 plots to cultivate those on individual basis. A number of
landless groups (BSS) of the BRDB have jointly leased in two khas water
areas of 117 acres in Kurigram district for fish cultivation. Several khas
ponds have been leased in by RDRS group members in Panchagarh
district for the same purpose. The organized efforts of the landless people
made it possible for them to takeover possession of khasland from local
power structure, this would not have been possible through individual
efforts. : '

4. Class Solidarity

NGOs have been trying to organise greater unity forums of the landless
beyond the village level. Initially they federated all target groups of a village
into a village organization. Later all village organiZations in each union are
federated again into a upazila organization. Thus they plan to ensure class
solidarity among the poorest at wider levels. Among others, BRAC,
Proshika and RDRS have been following this procedure of consolidating
the organization of the poor upto the upazila level. The BSS/MBSS of the
BRDB do not form any unity forum of their own beyond the village level.
They sent one of their representatives to the UCCA where he has the
opportunity to settle up socio-economic issues mutually in consultation
with representatives of his sister organizations (KSS/MSS).
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In the case of GB, there is no provision for consolidation of landless
organizations at the union and Upazila levels. The bank federates landless
groups at the villages level and establishes separate centres for male and
female members. The key leadership positions of each centre rotated
every year so that if every member of the centre has the opportunity to be
elected as a leader of the centre.

5. Status of Women

Some of the NGOs/GOs have given special attention towards alleviating
the miseries of rural women. They have motivated the female group
members properly and connected them with a wide range of income
generating activities. This has enhanched their ' socio-economic
independence within the household and ensured their appropriate status
in the society.

With the enhancement of the status of rural women, incidence of dowry
and cruelty to women has diminished. Almost every group members with
whom these issues were discussed spoke of their opposition to both
dowry and cruelty and expressed their determination to uproot these from
the society. Some of them provided specific examples of “dowryless”
marriages from amongst the member-families. Others referred to the fact
that their relationship with their husband has improved with an improvement
in household economy which has eroded all cruelties of their family lives.
Referring to the same issue a male member told us: *we are now equal
partners.”

V. COST OF OPERATION

It was observed earlier that both NGOs and GOs have made significant
impact towards alleviation of poverty and hardship of poor people in areas
where their programmes were intensive. A question autdmatically comes:
What was the cost of their programmes?

In answering the question data were collected-on the cost of operation
of each NGO/GO for the year 1986. Analysis of data presented in Table 4
shows that all NGOs with exception to SB had to incur a very high level of
expenditure per member household compared to that of GOs. SB did not
operate through regular staff but cadre volunteers in rural areas for which its
operation cost was low. The evidence suggests that for a given level of of
impact on rural poverty and inequality (Table 2) most of the NGOs require to
invest more resources than the GOs.

For further confirmation of this view, data were collected on cost of
project operation of GB, BRAC and BRDB from a comparable situation in
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Manikganj. The activities of each of the organizations were intensive in that
upazila and the impact of those activities on poverty alleviation was more or
less similar for all the organizations. A analysis of cost figures presented in
Table 5 indicates, however, that BRAC incurred a substantially. higher
expenditures than that of GB and BRDB. It was reported that the NGO
compared to GOs engaged more personnel and paid them a higher salary
to cover a lower number of household in that area.

While BRAG utilized a lions share of its resources in Manikganj, it spared
a small share of its resources in Sulla. Comperative cost figures of these two
regional offices showed that the total expenditure in Sulla was only 2.8% of
that in Manikganj. The magniture of the impact of the organization was also
very low at Sulla. than that in Manikganj. A similar impression was gathered
when the expenditure pattern of Proshika office in Saturia to that of
Proshika office in Brahmanbaria was compared. The organization spent
much lesser and made a much lower impact in Brahmanbaria than those in
Saturia. On the basis of above evidence and instances one can conclude
that most of NGOs tend to spend more of their resources in some suitable
pocket areas and that the impact of their programme varies directly with the
magnitude of their expenditure.

The question comes: How long those NGOs will be able to bear the
burden of such a costly operation of development programmes. In
answering this question- we enquired how they generate funds for
programmes operation. Results of our investigation is presented in Table 6.
It appears that all the NGOs, excepting SB alone, generate more than 80%
of their operational funds from foreign donors. Therefore, they will be able
to continue operation programmes as long as the donors keep their pipe
line open for contribution. ;

The RPP of BRDB is tagged with UCCAs for programme operation.
About 15% of the UCCAs are currently operating on their own resources.
They are running either at breakeven situation or generating little profit out
of their programmes. Some other UCCAs depend marginally on grants from

5. Itis learnt that BRAC has been retreating from Sulla in recent years because the organizers
feel that the landless groups have become self-reliant there. Our observations suggest that
the landless groups of Sulla are neither self-reliant nor self-managed. The group members
have not been able to come out of the vicious circle of poverty even after 15 years of
programme operation by BRAC. In fact, the organization was less successful in achieving its
objectives at Sulla and so the organizers do not feel it any more rewarding to invest money
and resources in an area which is located at one of the mast remole corners of the country
and nabody cares to see what is happening there.
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BRDB for about 20 to 30% of their operational expenditure. It seems that
the BSS/MBSS cooperatives will gain more economic strenght gradually as
those UCCAs achieve economic self-reliance in programme operation.

SB requires relatively small fund to operate credit programme. It raises
fund from GOB against its development programmes and meets part of the
expenditure related to SCP from that fund. The commission for village level
credit supervisors -are paid by the loanees through their weekly
subscription to the Swarnivar workers' trust fund. The programme as it
stands is cost effective. However, it is not clear how long the organization
will be able to run the SCP through almost unpaid supervisors.

The GB has been operating at a marginal profit in recent years. it earned
a net profit of Tk. 4.8 million in 1984, 0.46 and 0.36 in 1986. The amount of
profit has reduced since 1985 due to a large increase of salary and
allowances following implementation of the revised pay scales announced
By the Government. However, the bank incurs substantial losses on
account of loan operations that made up by profits from the deposit of
loanable funds in other banks (Hossain '86).

The number of landless and near landless households in Bangladesh
accounts for more than 8 million. The NGOs and GOs have covered only a
small portion (estimated 10%) of those households. An overwhelming
majority of the poor households are yet to be covered by poverty focused
programmes. While the expansion of most of the NGOs constrained by
utilization of foreign funds, it would be reasonable to believe that they
would limit their activities in some suitable pocket areas and concentrate on
model building for the alleviation of poverty. The GOs, particularly the RPP
of BRDB have already experienced a very rapid expansion. By all indicators,
its performance has been satisfactory so far. However, it may not be
possible for RPP to cover rest of the households in the near future.
Therefore, it must spell out its expansion programme in terms of priority
areas. Areas with highest incidence of poverty should receive priority.

VI. SUMMARY OF FINDINGS
Lessons to be Learnt for Co-operatives

This paper evaluates the impact of interventions made by NGOs and
GOs on socio-economic conditions of the rural poor. Three important
NGOs, namely DRAC, Proshika and Swanirvar Bangladesh, and important
GOs, namely Grameen Bank and Rural Poor Programme of BRDB are
covered. Observations suggest that the NGOs/GOs have made substantial
positive impact on the level of income, poverty and income inequality of the
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poorest section of the rural population. Their achievement seemed
remarkable considering the fact that it has taken place in the context of a
declining rural economy.

The target group for the organizations are poor landless men and
women in rural areas. The membership of those organizations consists
overwhelmingly of the rural poor as defined in their eligibility criterion. It was
observed that continuous pre-membership meetings and extensive
enquiries from fellow members have ensured weeding out of ineligibie
ones so that the membership was confined to the real poor section of the
rural population. The lesson to be drawn is that it is possible to devise
programmes which directly and immediately benefit the poorest strata of
rural community if they can be organized in groups.

Another important lesson learnt from the experience of GB and SB is
that for effective functioning of a collective organization the group must
consist of a small number of like minded people. If it is too large such as
KSS and BSS in BRDB, the members would not know each other very
closely and in that circumstances the members would not take active
interest in the functioning of the collective organization. Through trial and
error the GB and SB have found five members to be the most practical size
for effective functioning. It may be recommended from this experience that
the cooperatives may be registered at the KSS, BSS level, but each of
them should consist of 8 to 10 informal groups of five like-minded persons,
and the penalties for failure to attend meetings, defaulting on loans etc.
may be introduced at the group level rather than at the cooperative level
(Hossain 1988).

The GB experience brings out the importance of appropriate training
and orientation of the field staff for successful accomplishment of a
programme. The key to the success of the Grameen Bank is the
orientation, approach and human qualities inculcated in the bank workers
through a training programme based largely on ‘learning by doing’, that is
through observation of and participation in the on-going activities. Before
they start work on their own, prospective bank staff are required to observe
critically the workings of the rural economy and society and the plight of the
poor. This helps them understand the philosophy and approach of the
bank and to develop qualities required for inspiring trust and confidence in
the target group. GB workers and branch managers have demonstrated
that under appropriate conditions, the idealism and energy of the youth can
be harnessed to combat poverty and underﬂeveldpmem (Hossain 1988).
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The NGOs and GOs have provided credit to group members for
adoption of productivity raising technology in agriculture and promotion of a
wide range of activity in the non-agricultural sector. This has diversified the
pattern of occupation of group members followed by an increase in
employment and wage rates in rural areas. Given the under-employment
and desperate economic hardship of the landless and near landless
households, it seems that for a programme to have an initial appeal to them
it must offer them clear and immediate prospects for additional employment
and income generation.

Some of the NGOs have demonstrated that the poor are able to achieve
a high marginal rate of savings by operating a number of savings schemes
and collective security programmes. The organizations have also
demonstrated that the lack of collateral should not stand in the way of
providing credit for the poor. The poor can utilize loans and repay them if
effective procedures for credit operations with them, can be established.
The organizations have accepted group solidarity and peer pressure as a
susbtitute for collateral for providing credit, and introduced a weekly
repayment system for timely recovery of loan. In Bangladesh there is a
tendency to regard loans as a relief, especially if it comes from a
government-supported organization. The organizations under study make
it clear from the very beginning that the loan is for investment and only the
income from it is for consumption.

The staff members ensure that loan money is properly utilised. They put
a lot of pressure on defaulting members to repay the instalments in time
thereby curb the loan-defaulting mentality of the people. Developing
collective funds with compulsory savings from individuals for their mutual
benefits at times of distress is also a noteworthy innovation for facilitating
effective functioning of a credit programme. The cooperatives may adopt
similar procedures for incresing savings and improving repayment capacity
of cooperators which are pre-conditions for undertaking self-sustained and
self-reliant development programmes at the grass-root level.

The organizations under study have made notable positive impact on
education, health, sanition, family planning and nutrition status of the group
members. There has been a general improvement in the awareness of
group members about their socio-economic problems due to interventions
made by those organizations. It seems that NGOs and GOs have been
particularly successful in enhancing the skills, economic capabilities,
income and productive employment of poor rural women. There have been
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social gains in terms of consciousness raising of women and changes in
attitudes on the role of women within the household and in the society.
Such programmes were, however, less intensive in areas covered by the
cooperatives. It is important that the practices evolved by these NGOs/GOs
are adopted by cooperatives and pursued intensively in rural areas for
human and socio-economic development of the poor cooperalors.

The NGOs under study seemed to enjoy a high degree of flexibility in
budget allocation, programme planning and project implementation. They
have attracted a large unmber of young men and women for programme
operation in rural areas. It appears that there should not be any difficulty for
cooperative to find young men and women in required numbers to
undertake poverty focused programmes. What would be needed is the
flexibility in budget allocation and project implementation.

The replicability of NGOs are constrained by the inflow and utilization of
foreign tunds in large amounts. They may not be able to continue operation
of programmes when the foreign donors withdraw their support or
undertake a major cut on donations. In such a situation, the poor people of
rural areas would be left with serious frustration and economic hardship.
The cooperative structure draws its operational funds either from group
savings or from the Government. Once it gathers a critical mass*within its
fold it would be able to exert pressure on the government for even a larger
budget for programme operation. Therefore, it would seem helpful to rural
poor people if the cooperative structure brings all informal groups within its
fold after they are organized by the NGOs.

Table-1 Target Grodp Orientation of NGOs/GOs Working for the Rural Poor

Farm size of Proportion of Proportion of
Organization group members member house- female members
(in acres)” holds falling in total
within target membership
group (%)° {%)+
GBP 0.20 92 83
BRAC (SIP) 1.10 70 55
BRAC (MIP) 0.41 87 61
RDRS 0.39 88 26
PROSHIKA 0.48 78 33
SCP (SB) 0.23 85 65
RPP (ERDB) 0.14 95 36

Note: * - Data have been generated from— Field Investigation
+ - Data were collected from Official Sources.
All figures refer to the year 1987.
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Table-2: Level of Household Income, Poverty and Concentration of Income for
Group Members and Comparable Non-members.

Type of organ- Average Per capita| Proportion Concentration of Income
ization and household | income | ot household | Measured Measured by
respondents income | (Taka) above poverty | by mean gini concen-
(Taka) line (%) deviation tration ratio
GRAMEEN BANK ¥
Group members 1987 3256 48 0.36 0.264
Non-members 13406 1854 23 039 . 0.263
Difference (%) 46.28 66.79 25 -0.03 -0.017
BRAC
Group members: -
SiP 10700 ‘1486 : 10 0144 01254
MiP 14708 2483 3z 0.38 0.251
Non-members:
SIP 10220 1381 10 0142 01281
MiP 11423 1789 20 0138 01262
Difference (%):
SiP 598 6.83 0 0.02 0.013
MIP 26.77 36.58 17 -0.01 -0.011
RDRS
Group members 11628 2005 30 0137 01248
Non-members 8874 1580 15 0.39 0.265
Difference (%) 17.76 26.90 15 -0.02 -0.017
PROSHIKA
Group members 10248 1708 20 013¢ 01261
No-members 9412 1518 15 0.3e 0262.
Difference (%) 6.88 13.17 5 0 -0.001
SWANIRVAR (SCP)
Group members 14708 | 2427 ‘ 35 0.38 0.253
Non-members 10883 1702 18 0.40 0.262
Difference (%) 25.24 42.60 17 -0.02 -0.009
BROB (RPP)
Group members | 13914 2244 33 038 0.241
Non-members 11267 1662 15 0.3% 0.262
Difference (%) 25.49 35.01 18 -0.03 -0.021

Note: The difference in average household income and Per capita income between members
and non-members were found statistically significant (at least at 5% level) for a'l
organizations except BRAC (SIP) and Proshika.
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Table-3: Loan Repayment Rates of the Loanees who obtained Credit through
NGOs/GOs.

Organization RepaymentBate (precentage)
1985 1986 1987
Grameen Bank 97.22 9718 95.04
BRAC 82.15 87.36 80.44
RDRS = 54.00 §2.00
Proshika 91.00 72.00 78.00
SCP (SB) 92.41 76.96 - 74.84
RPP (BRDB) 78.00 69 .00 75.00
BSBL 20.00 15.00 20.00
KSS (BRDB) r 55.00 6200 85.00
MSS (BRDE) 80.00 87.00 74.00
BKB 44.21 3057 ; 47.77

Note: Data were collected from official sources.
Repayment rate for RDRS has been calculated from field observations. BSBL, KSS, MSS and
BKB figures refer to the financial years ended on June 30, each year

Table-4; Cost of Operation of Each NGO/GO (1988).

Operation | Total No. Number of Cost perunit (Taka)
Organization cost of households | members Per house-| Per

{'000 taka) | covered benefited hold member
Grameen Bank | 89885 208487 234343 428.11 383.56
BRAC 114062 75800 121747 1432.84 936.88
RDRS 112307 42922 57229 2616.56 1962.41
Proshika 51898 125191 168255 411.28 308.45
Swanirvar 12552 434760 493760 27.08 27.07
BRDB 525600 2633713 3034021 189.57 173.24

Note:1. Expenditure figures for Proshika, SCP and BRDB refer to the financial year 1986-87.

2. Number of households covered by RDRS and Proshika have been estimated by
making a deduction of 25% from the number of members. Our field cbservations
suggest that at least 25% of households covered by these organizations have been
taken membership from both male and female groups.

3. BRDB proposed to make a deduction of female members from total membership to
determine the total number of households covered by the organization

4. The RPP operates through normal functionaries of BRDB at the field level. We,
therefore, used total operating cost and total number of beneficiaries of BRDE to
calculate per unit cost of operation of RPP of ERDB.

5. Source: Official Records of NGOs and GOs



Alam : Rural Poor

Table-5 : Cost of Operation of GB/BRAC/BRDB in Manikgan; Upazila for the year

1987.
Organiza- | Operating | No af No. of No. of Cost Unit (Tk.)
tion cost staff household | members | Per Per
(TK). (Taka) employed -| covered benefited | househeold | member
Grameen
Bank 3252078 78 9514 10015 342.56 32542
{16:67)
BRAC 30610701 141 6332 18327 4834 29 167 .25
{(17.02)
BRDB 376144 18 8049 8672 46.73 43 37
(5:56)
Note: Bracketed figures indicate proportion of females in total staff.
Source. Cificial Records
Table-6: Generation of Operational Funds by Source
1686 1985 1984
Orgamzation Contri Coritri- Contribu-
Own -~ Bution of { - Own bution of Own tion of
Source toreign Source Poreign Source Foreign
danars donors donos
BRAC 3CT73 59 26 39.0% 60.91 30.8% 69.01
RORS 16.35 B3 £S5 18.00 82.00 19.20 8080
Prosnika 277 G723 0.4¢ 9851 - 0.8& 98.14
Swanirvar 100 = 100 - 100 —
Note: Figures for Proshiha refer to the financial year from July to June. In the cases of RDRS
and Swanrvar-'awn source’ refers to GOB contribution. In other cases. it refers o
internal savings from commercial enterprises.
Solrce.  Oficial records
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ALTERNATIVE INSTITUTIONAL APPROACHES TO
RURAL EMPLOYMENT GENERATION : FRAMEWORK
FOR COMPARATIVE ANALYSIS |

DEBAPRIYA BHATTACHARYA’

1. THE SETTING )

In the context of previaling abject poverty and inequality in the country,
ever since the independence successive regimes of Bangladesh have
emphasised poverty eradication as one of the prime strategic objectives for
national development. People at large bring direct victims of
unemployment/under-employment, declining real wage rate, malnutrition,
illiteracy, inadequacy of medicare, could not have desired a more noble
goal for the national perspective. The advanced sections of the society also
appreciated that; at least theoretically, there is an urgent need to raise the
level of entitlements of the deprived communities, whereas, the more
concerned sections got themselves involved into- social actions.
Ostensibly, the donor community also have had been channelling their |
resources into Bangladesh in order to contain some of the extreme
manifestations of poverty and raise the economic base of the country.

in the backdrop of this widespread awareness regarding the dire
necessity of taking appropriate actions to ensure the survival of the ‘have
note’ and enhance their well-being, the general policy direction during the
period was to deal the problem by encouraging the core productive
activities (i.e. activities those generate employment and income), primarily
agriculture, in the rural areas, where most of the poor people live.
Experience suggests that while the strategy of emphasising teachnological
changes in crop production had been quite well taken (resulting both
higher growth and higher labour absorption), it could not match the current
magnitude and trend of unemployment/under-employment problem of
rural Bangladesh (exacerbated by the population growth rate). The societal
and structural constraints also imposed serious limitations on realisation of

™ Research Fellow. Bangladesh Institute of Development Studies
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the idealised perspective, derived from causal nexus between aid and
development on one hand, and between diffusion of modern technology
induced growth and expanded savings, investment and employment on
the other. :

Asa result stubborn persistence of poverty and inequality, brought fo
the fore the limited scope of influencing the situation of the income-poor
people through macro-policy variables and sectoral approaches.
Realisation in this regard was basically two folds. First, the employment
generation strategy should diversify itself into non-cereal crop in order to
make a considerable dent on the poverty situation; second, poverty should
be confronted directly through group targeting of gainful employment

- programmes.

However, process of policy evolution in Bangladesh relating to poverty
eradication paralleled the process of experimentation with institutional
arrangements geared to achieve this end. The government of Bangladesh
(GOB) with its various line ministries (Local Government and Rural
Development, Youth, Women and Social Wetare, Agriculture and Food,
etc) and concerned agencies (Bangadesh Rural Development Board,
Bangladesh Small and Cottage Industries Corporation, Directorate of
Cooperatives, etc.) pursued a variety of employment generation projects,
targeted to different cross-section of people hinging on the lower end of

the income scale. Diverse types of non-gevernmental orgamsanons
" (NGOs) with explicit objective of reaching the rural poor launched a Wide
assortment of income-earning projects. In between these two emerged
some quasi-NGOs/GOs such as the Swanirbhar and Grameen Bank. All
these anti-poverty programmes, besides their diversity of institutional
arrangements, also vary amongst themeselves in terms of approaches.
functional objectives, areas of intervention, intended target group, etc.
However, in all these eiforts, irrespective of nature of executive
organisations, the role of the donor agencies, in vanous degrees, remained
fo be significantly pronounced, not only as overwhelming dominant source
of financial,resources, but also as a major actor in all the phase of the project
cycle, namely, conceptualisation, execution. monitoring and evaluation
(including provision of technical assistance).

Despite the plethora of institutionai frameworks, programmes and
approaches to the anti-poverty efforts focusing on core productive
activities, there is a growing concern regarding their impact on the intended
beneficiaries, relative success of different organisational structure, the
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appropriateness of the nature of assistance provided and, last but not the
least, their cost-effectiveness. Whilst a few of these programmes and types
of approaches have been analysed in varying degrees of detail, it has
become pertinent to collate fragmentary evidences and carry out
comparative evaluation of these programmes involving exercise ‘in
understanding the extent of their successes and failures and their
relationship to programme contents, impact, sustainability, alternative
organisational structures and mechanisms for programme delivery and such
other characteristics.

Comparative assessments of the above-mentioned order are already
firidiﬁg their place in literature, but most of them remain inadequate in terms
of conceptualisation, analytical framework and coverage. In order to fill in
this lacuna, BIDS is presently executing a review exercise, based on
primary field level data and involving comparative analysis of employment
- programmes, carried out under various institutional arranagements, with a
view to assess the potentials/imitations of these schemes in respect of
their impact, sustainability and replicability. The present paper attempts to
raise: some of the pertinent (basically of methodoiogical character) issues.
regarding such a comparative exercise.

2. EVOLUTION OF RURAL EMPLOYMENT PROGRAMMES

Concerted efforts to promote rural employment may be traced back to
1950s, which are associated with Multi-purpose Cocperatives and Village
Agricultural and Industrial Development Programme (V-AID). However, the
first major attempt was the Comilia Infegrated Rurai Development Piiot
Project (CIRDAP), launched in 1958 In 185¢ 1he government set up the
national Integrated Rural Development Programme {IR0P) with the task to
extend the Comilla model all over the country. War of independence
preempted launching of IRDP and it tcok of the ground fermally only in
1972. Relative successes and failures of this group of programmes are
already well documented in literature.

In the meantime the independence movement generated new social
passion and impetus for more direct interventions in favour of the rural
poor. Several of today's most successful NGOs (e.g. BRAC, Garo Shastha
Kendro) came into being at that time. A number of international
organisation (e.g. RDRS, CARITAS, CUSQ) during those initial years of
independence came down to Bangladesh in order to participate in the relief
and rehabilitation activities.
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By the mlddle of 1970's one may notice that the volumary organisations,
initially involved in relief operations are moving out to support more long
term development activities from the realisation that prowsmp of relief
material would' not significantly reduce poverty. This is the stage when
multi-sectoral community development programmes were introduced into
the work plan of the concerned organisations ar.d agencies. In this context,
the Swanirbhar Movement, launched in 1975, represented a government
sponsored community developmem approach -outside the formal
cooperative framework.

The cornmunity development approach as a means ot employment
generation for the rural poor soon demonstrated its serious short-comings,
manifesting primarily in appropriation of project benefits by the rural elites.
IRDP and the Food for Work Programmie in this sense were no expections.
The general development programmes failed to make a dent on the
poveny situation as the socio-pelitical structure of the country appeared to
be much too robust. It become quite obvious that a more direct intervention
IS necessary to have percepiible impact on the circumstances of the rural
poor.

This reckoning usnared inlo initiation of target group oniented rural
empioyment generatiofi programmes  Of course NGOs< were first to
reconsider their strategies. During the second half of 1970s and early
1980s, we witness emergence of significance 'of new NGOs and at the
same ume commifting themselives o anii-poverty programmes through
~ mebilisaticn of socially homogeneous functional groups. Conscientisation
and promotion of social action became the main feature of this approach

A NGO programme with distictive features was of course the celebrated
Grameen Bank (GB) launched as a project in 1977. GB was essentially a
supply oriznted project focusing primarily on disbursement of credit for
income generating activities. Although the target population of GB was
same as that of other NGOs (Proshika. Nijera Kori, BRAC, etc.), only it
placed lesser emphasis on conscientisation and social action.

However, the government programmes couid not remain immune to the
evolving strategies for rural employment generation. Adjusting to the new
realities IRDP started enrolling landless people in agricultural cooperatives
(KSS). forming women's cooperatives (MSS), organising non-agricultural
societies. Thus, when BRDB was established in 1982, as a successor of
IRDP, a targeted Rural Poor Programme (RPP} ‘was institutionally
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inmmomted into various other programmes of the Board. The RPP went
out to mobilise the landless people into separate associated groups, Viz.
BSS and MBSS (for the women). :

In the process of evolution of rural devolopment programmes: it is
neccessary to distinguish another approach towards rural development. Itis -
the government sponsored area development programmes (popuiarly
known as Rent-a-Thana approach). The first generation of these area
development programmes (€.g. RD-1), launched in the second half of the
1970s. ultimately transcended into integrated rural development projects
for specific areas (e.g. NIRDP).

By the end of 1980s, one observes a proliferation of rural development
programmes. Presently there are more than 25 national level government
projects directly geared to generate rural employment, whereas about 150
NGOs, pursuing development objectives, are operating in Bangladesh.
When one intends to carry out a comparative analysis among them, it
becomes necessary. in the backorop o the evolution of the rural
development approaches. 10 delineate the process of metamorphosis of
each of the concrete programmes (or institution) in order to identify their
comparable and unique features.

3. RURAL EMPLOYMENT PROGRAMMES: THE MACRO RATIONALE
Per se the basic premises for augmenting rural employment pro-
grammes (REP) seem quite plausible but soundness of their policy
implications need to be judged within the demand-supply macro
framework. Evidence suggests that, demand for non-crop agricultural and
non-farm products are significantly income elastic. Moreover, as cereals are
income-inelastic commodities, in the absence of significant price support
measures. there would be a tendency to shift away from cultivation of
foodgrain to non-cereal agriculture. But demand prospect of the goods and
services produced by the non-cereal agricultural and non-farm sectors are
circumscribed by their low shares in the rural household budgets,
insignificant penetration in the urban market and marginal contribution 10
the consumption basket of income-rich consumers. Competition from
products and processes of foreign origin and improved local substitutes
also have bearing on the situation. The pertinent question which needs to
be answered while promoting particularly rural employment programmes in
the non-crop agricultural and non-firm sectors is that, where output of these
activities is going to satisfy previously unmet demand by casing the supply
constrain or the enhanced supply of those goods and services is going to
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give rise to new price equilibrium entailing redistribution of income and
lower rate of returr, to the producers.

Thus, a comparative study of various rural employment generation
programmes has to ascertain to what extent this issue has been squarely
addressed in static and dynamic sequences, in the course of identification
and selection of the schemes. In the absence of resolution of this issue of
short and long run consequences of demand and supply for a particular
project, it may be reckoned that the project was selected either on ad hoc
basis or from extra-economic considerations. As it appears, whilst most of
the REPs being designed and appraised, this macro aspects do not get
due consideration, thus contributing to their achievement parameters.

4. NATURE AND AREAS OF INTERVENTION OF RURAL EMPLOYMENT
PROGRAMME

The areas of intervention of REP are supposed to be prompted by the
way the supply-demand issue is resolved. If it is reckoned that the
programme activity is going to release the supply constraint, in that case it
needs to be determined what type of supply side input is critically
necessary for accomplishment of the programme, e.g. credit, skill
development, technological upgradation, raw meterials, etc. On the other
hand. if it is maintained that the employment generation programme is
being inhibited by demand constraints, then the requisite interventions
should be towards broadening the demand prospect of the output in the
following directions: rationalisation and widening of marketing network,
enhancement of product quality through improvement of skill, introduction
of new products based on upgraded technology, exploration of linkage
effects of the activities, etc. These above-mentioned issues are particularly
important when self-employment schemes are identified and executed.

Whilst deliberating on the nature of intervention, it is necessary to
distinguish between the core productive activities of the programmes and
other associated programmes (health, nutrition, education, etc.). However,
experience indicates that when the associated activities are combined with
the core productive activities in an integrated anti-poverty programme, then
the programmes stands a better chance to succeed in comparison to stand-
alone programmes. As one sets out 1o do a comparative evaluation of these
integrated, comprehensive package programmes, it becomes a hazardous

-task to compare different programmes, having different productive activities
at their core with different areas of intervention supplemented by different
associated activities. While assessing the impact it becomes difticult to
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aggregate the relative impact of these various compenents and discreetely
assess their respective costs and benefits.

Despite the variability of approaches in the nature of intervention of
different poverty-alleviation programmes, one may identify two main
approaches likely to remain important for the exercise: (i) conscientisation
approach (radica!-strucmra!isi' type) and income generation approach
(‘reformist-e-volutionary' type). Whilst elements of these two approaches
may be present in the same programmes put more emphasis. on
* conscientisation' rather than on directly addressing the problem of income
generation -and vice versa. Under the circumstances, the issue of
comparative assessment-of impact of various anti-povery programmes
having different approaches 10 employment generation issue becomes
interlinked with several methodological problems, particulary relating to the
problem of estimating economic impact of programmes which mainly rely on
‘conscientisation' approach. An abovious way to address this issue would
be to consider whether greater conscientisation of the target group has
contributed to enhanced access t0 available public funds. improved
bargaining position in the labour market and so on.

However, one may nectice the emerging congruence in these
approaches, as’ the income-generaling schenies are supplementing
themselves with awarness raising programmes, whereas proponents of
conscientisation oriented approach are recognising that they can notgo a
long.way without ensuring some sort of material gains to their members.

5. TYPOLOGY OF THE RURAL EMPLOYMENT PROGRAMMES

Probaoly the most commonly used classification of the rural employment
programmes is according to their institutional arrangement and mode of
delivery, €. government and non-government (local and international).
However, it does not.exhaust the scope for other types of classification. For
example (@) according to functional objectives of the programme, mix of
objectives and relative emphasis of a particular objective; (b) according to
the intended target group within rural poor (women, youth, landless
tabourers, etc.); (¢) according to the circumstances under which the
programme has come into being (local initiative government's intervention,
donor's initiative, efc.). : '

As one moves forward towards a comparative assessment of these
programmes, it is necessary to distinguish what type of classification is
appropriate and fundamental and relate it to the potential objectives, it will
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be more reasonable to distinguish the REPs according to the type of
employment the programmes envisage to generate, viz. (i) wage
employment, (i) self-employment and (iii) collective (group) enterprises.
Then within the each type of employment programmes one should
compare different institutional arrangements. In other words keeping the
types of employment as dependent variable, the mode of delivery
(institutional arrangement) should be used as explanatory variable. For a
third stage probing, it will be useful if under each employment group and
within each major types of institutional framework intra-differentiation is
made. For example, for self-employment programmes, a NGO-led REP
besides being compared with another GO-led REP, should be also
compared with another type of NGO-led REP. Sectoral approach
(agriculture, non-farm, infrastructure, etc.) may be also incorporated in the
cross-institution analysis. ;

6. ASSESSING THE IMPACT

The basic question one would have like to have answered in a
comparative study is which type of rural employment programmes seems to
. have the most positive outcome, firstly, on the diract participants of the
programme, secondly, on the other members of the households and
thirdly, on the village population at large.

Assessment of outcome of these programmes, captured in changes in
level of income, consumption or employment, is constrained by the
absence of longitudinal information. Thus, a "before” and "after” situation
analysis has to depend upon memory recall based responses (which at
- times are quite unreliable). Alternatively (or may be concurrently), a "with"
and "without" situation analysis, using comparable control sites, may-
provide more insights. '

However, measurement of changes in levels of income, consumption
and employment must obviously give only a partial picture of the impact of
programme interventions. With large variation in approaches, scale and
mode of operation, it is assumed economic indicators should be
supplemented by other correlates such as dependency ratio, number of
school going children, decision making process, etc. in the household.
What is advocated is generation of quantitative as well as qualitative
measures of estimates, the indicators stemming from perception survey of
the participants.

While most of the comparative studies usually stop by explaining the
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differences between programmes, it is expected one should go beyond
this stage by addressing the question — what makes certain programme of
set of interventions more successful than others. Such a determinant
analysis may involve assessing the contribution of such factors as: method
of mobilisation, sources of fund, combination of input /services offered to
the members, effectiveness in responding to demands, capability of staff to
monitor and supervise programme operation, moral of project staff,
instituational arrangement including staffing pattern, training of staff etc.

7 COMPARATIVE COSTS AND COST EFFECTIVENESS OF RURAL
EMPLOYMENT PROGRAMMES _

The issue of comparative costs and cost effectiveness of alternative rural
employment programmes (REP) is a vexed quesiiori. Agencies executing
REP have tended to stress benefits, or likely benefits, over cost
effectiveness. Moreover, due to the pragmatic approach followed by seli-
employment and other schemes, there is little theoretical justification of
alternative uses of resources. As a result, the relavance of cost
effectiveness nesessarily becomes related to the relative performance of
the project itself or achievement in terms of stated objectives. Here again
performance information is either scantly, fragmentary or totally not
available, thereby limiting the scope of cost-benefit analysis. The issue of
comparative assessment of various REP having different approaches and
pursuing different objective is also complicated by the limited scope of
evolving a common yardstick or denominator for their evaluation.

The methodogical issues involved in this regard are:

i) The difficulty in ascertaining the total costs of the schemes. Available
data quite often relates only to the grant and loan component of the
schemes.

i) Estimating the ad ministration and implementation costs is complicated
by the involvement of more than one-agency in a project.

iii) The problem of estimating cost-effectiveness of the programmes in a
situation where cost elements are very specific to the nature of the project.

iv) The difficulty in disaggregating the relative contribution of the non-
programme/overhead COStS, when the executing agency is running more
then one project concurrently.

v) The pragmatic nature of schemes do not lend itself to rigorous
analysis of efficiency in resource allocation.
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vi) The difficulty in estimating private and social benefits of the schemes.

vii) The problem of estimating direct benefits and more particularly the
indirect favourable changes in circumstances those may be occured to a
particular project, i.e. the intengible benefits.

viii} The problem of ascertaining whether a programme has been able to
strike a balance between efficiency and welfare objectives.

ix) The problem of assesssing the qualitative aspects of the mode of
delivery such as proper formulation of eligiblity criteria of beneficiaries,
scope of participation of the beneficiaries in the decision making, process,
level of clientele satisfaction, etc.

Regarding the cost-effectiveness of the REP in Bangladesh, one can
hardly arrive at any definitive conclusion at the present level of probing in
this area. Whatever indicative at figures are available, extreme care must be
exercised in interpreting the REP performance figures as different
methodologies may be used to derive the same set of indicators.
Moreover, short evaluation surveys fail to gather accurate labour-use
information and it is quite hazardous to impute costs of family labour which
is essential for estimating the rate of return on capital.

Research has show many rural activities register high benefit cost ratios,
although coefficient of variations in these activities is also quite high,
implying promotion of such schemes for employment must closely relate to
specific project profiles taking into consideration not only direct costs and
benefits, but also other factors (externalities, demand and supply
cofistraints, etc.). Thus, positive benefit-cost ratios do not necessarily
indicate a proper measure of viability of the activities.

Calculating the cost-effectiveness of programmes demands
consideration of capital-output ratios and productivity generated. The costs
per se of employment creation in relatively higher technology industries are
considerably higher in the cottage industries. However research revealed
that, cost effectiveness of employment generation is greater in "mass"
activities (due to higher rates of participation despite their low labour
productivitty), that in selective varieties of entrepreneurship development.

Estimation of incremental capital-output ratio remains to be a remote
concept in the context of carrying out cost benefit analysis for REPs.

As it is known that there is a strong association between cost-
effectiveness and scale of operation. This also holds true in case of REPs,
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carried out under alternative institutional arrangements. It is argued that a
NGO which may be very successful at the present level of operation, may
lose its comparative edges when entrusted with a task of greater
magnitude. This line of reconing needs to be probed.

Moreover there is a strong need to estimate actual costs to society of
reallocating substantial resources to REP, weighted against alternative
streams of benefits.

Until and unless, the performance of REP is extensively supported by
comaparative and comprehensive benefit — cost analysis, taking account of
a viried number of variables, the claim of relative 'superiority' of the project
can not be deemed vindicated.

8. TIIE ISSUE OF SUSTAINABILITY

The term sustainability may have two different connotations in the given
context. First is the sustainability of the employment generation
programmes, 1.€. whether schemes, be it of wage-employment or self-
employment, can be continued for a prolonged period of time. Second is
the sustainability of the impacts, i.e. whether the results achieved can be
consolidated in the event of withdrawal of institutional support mechanism.

There is lack of unanimity regard to the scope of susta:nability of wage
employment programmes. As most of the wage employment schemes are
associated with infrastructural projects (Rural Works Programme), one view
argues such programmes could not be sustained, since all infrastructural
projects will be eventually completed with no further scope for productive
public employment. Maintenance activities would be able to provide only a
small number of employees. The opposite view maintains that even if major
infrastructural projects such as roads, bridges, embankments, dams and
major irrigations were exhausted, only additional projects will be needed.
Then special employment scheme may also diversify itself into minor
irrigation, soil conservation and social forestry.

On the other hand, self-employment has a crucial advantage over wage-
employment by dint of its very self-sustaining nature. An unemployment
individual after acquiring an asset of skill can generate employment and
income opportunities for himself and/or other members of his household,
. provided, of course, appropriate merketing and input delivery infrastructure
to exploit the asset/skill are present.

Whilst expansion of self-employment decreases indefinite dependence
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on government sponsored wage-employment programmes, the
sustainability of the former is critically dependent on the existence of
infrastructure and support service (viz. banks to provide credit, mar'seting
organisations to help realise and other assisstance, etc,). Due to absence
of these structures, bankruptcy has quite often engulfed the participants of
the self-employment schemes (particularly livestock, forestry and small
industries).

Regarding the second notion of sustainability, beyond some
speculations, almost no evidence is available in literature. As wage
employment schemes are primarily designed to provide short term siack
season income support, their immediate impact is of more importance.
Alternatively, there exists a common reckoning that, the 'spoon-fed' nature
of some of the self-employment schemes, coupled with their dependence
on support services, make them totally vulnerable when the beneficiaries of
these schemes are left along exposed to the interplay of market forces.
However, it is also not rare when one hears case histories about destitute
widows' graduating themselves into prosperous petty entrepreneurs,
thanks to credit induced self-employment activities.

8. THE SCOPE FOR REPLICABILITY

Whilst the question of replicability of employment generation schemes is
closely inter-linked with the issue of sustainability; its (replicability) scope
may be traced in two lines. First, the possibility: of its quantity-wise
multiplicatic within the very project, second., the possibility of its quality-
wise—examples of successful natioh-wide replication of innovative
schemes (e.g.'the Township Enterprises of PR China and the Maharashtra
Employment Guarantee Scheme of India) without a significant loss of
quality of effectiveness and quite often concept and design of such
projects, as Grameen Bank or Small Farmers' Development Programmes of
Nepal are recommended for replication beyond the national boundaries of
their origin, one still has to be cautious whilst considering the prospect. As
many employment schemes are initiated, developed and management by
NGOs and are dependent on enterprising, committed individuals (social
worker, politician, professional), the scope of their replicablity in other parts
of the country or planet remain contingent to the avialabity of specific
factors contributing to intial success (e.g. leadership). Whilst successful
rural employment generation programme failed when extended to a large
geographical or beneficiary coverage, the answer possibily lies in the form
of institutionalisation of such programmes.
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Whilst the issue of replicability of self-employment schemes centres
around identifying an appropriate format, the question of replicability of
wage employment is basically or ascertaining an optimal scale of operation.
It is quite often maintained that wage employment scheme should be
undertaken within the country on a minimum scale, only to absorb the
residually unemployees (those not finding agricultural and non-farm
employment). The wage employment programmes needs to have the
flexibility of expanding and contracting in synchronisation with the slack and
peak seasons of agricultural crop cycle. In this context, descending view
argues to launch wage employment programmes on a massive scale,
guided by the consideration that as long as these programmes allow a wage
rate above the opportunity cost of the labour and capable of underwriting
nutritionally adequate diet for the participants, these programmes should
be deemed beneficial.

However, whatever type of schemes may be taken up for large scale
extension, it is pertinent to assess, on the basis of improved evalution
teachniques, its prospect in the specific context of the area of replication.

Two other societal factors are sometimes mentioned as constraints to
mass level extension of income generating schemes. The first refers to the
hostility from local vested intérest groups. For example, a rich farmer,
needing considerable amount of wage labour for his holdings will only be
happy to not to have these employment creation schemes, which will
release the dampening pressure on the agricultural wage rate. Second
factor affecting the scope of replicability is the prevailing not so conducive
government policy regime, determined by the configuration of class
interest embodied in the state apparatus. It is quite natural, any state power,
which does not derive its sustenance from the support of the assetless and
incomeless people will look upon their economic empowerment and
conscientisation as a step towards their enhanced political and social

' barganing capability. Thus, such a state power will only allow large scale
involvement of the rural poors in these income generating activities as long
as they do not disturb the existing socio-political status quo.
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INTERNAL RESOURCES DIVISION FOR
INTEGRATED RURAL DEVELOPMENT IN
BANGLADESH '

HAFIZUL KABIR SHAIKH™

Internal Resources Division (IRD) in the Ministry of Finance is
responsible for more than 90% of the revenue earning of the Government.
The main sources of revenue earning are Customs Duties, Excise Duties,
Sales Tax and Income Taxs, etc. Though revenue collection is the main
function of IRD, it serves many other purposes like protection to domestic
industry, expansion of certain types of industry, export policy
materialization, agriculture sector development, etc. All these are taken
care of through fiscal measures like increased taxes, tax rebate, tax
reduction, bond facility, etc. Among all these facilities, IRD framed certain
fiscal policies which aimed at mechanization of agriculture, increase of
agricultural yield, investment in the non-urban areas, expansion of non-
agriculture rural oriented investments and so on. Therefore, it reflects that
IRD is concerned for not only industrialization but also development in the
- rural areas which can be termed as rural development and in this way IRD is
also contributing to rural development in Bangladesh.

Rural development has been defined in many ways. A more
comprehensive concept and method of rural development has been
suggested by world bank rural development is a strategy to improve the
economic and social life of a specific group of people, that is, the rural poor
including small and marginal farmers, tenants and the landless, (Mehta
1984). However, in simple words rural development means alleviation of
rural poverty. But to speak the truth, any single definition cannot define
rural development of any specific country since each couniry has its own
peculiar social, regional, economical, ethical and religious phenomenon
which make it different from others. In my opinion, rural development in
Bangladesh cannot be housed in one single word or sentence. It must
contain the main ingredints of the rural economy calling for a change and

* First Secretary (Customs), National Board of Revenue, Ministry of Finance, Government of
Bangladesh.
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prescribing ways for total development in that sector. Therefore, | would like
to define rural development in Bangladesh in the following words.

Rural Development in Bangladesh means:
(a) Elimination of poverty outside urban Bangladesh.
(b) Reduction of the number of population dependent on agriculture.
(c) Increasing agriculture yields; and
(d) Creation of non-agriculture rural based employment opportunities.

Now | would like to quote statistical information about our rural sector for
refreshing your memory. The per capita GNP in Bangladesh stands
somewhere near US$ 170 and that in the rural areas turns to be even lower,
only around 2of the urban incomre (Household expenditure survey, 1985-

86). Estlmates based on the FY 86 House Expenditure survey conducted
by Bangladesh Bureau of Statistics indicates than 44.2 million rural people
representing 51% of rural population were below poverty line. And the
‘hard core’ or extreme poverty (consuming less that 1805 cal./person/day)
numbered 19.1 million i.e. 22% of the rural population. Over the seventies
absolute rural poverty accelerated the number of those below poverty line
increased from 57.4 million in 1973-74 to 609 million in 1981-82, 'hard core’
rural poverty increased sharply from 30.7% to 43.1%. But over 1983-84 to
1985-86 period the proportion of poverty line in rural population declined
from 47 million to 44.2 million (57% to 51%) with simultaneous decrease in
hard core poverty. On the other hand, the surplus labour force in
agriculture sector increased from 28.1% in 1960 to 32.4% in 1983-84.

Our planners always kept in their mind the above facts and in fixing
objectives for the plans the above facts were given priority. As such in all
our plans due consideration has been given for eradication of poverty, food
self-sufficiency, population control and reduction of unemployment, which
relate directly to the rural population and therefore it can be said that plans
of Bangladesh put adequte emphasis for rural development and the
definition given earlier is in conformity with the objectives of the 5 Year
Plans of Bangladesh.

Now let us see how Internal Resources Division or to be more specific,
the tax policies matter in respect of rural development. Esmen and Uphoff
has given a clear idea about the role of different government and non-
government agencies, including fiscal institutions, in rural development.
They have outlined the elements of rural development strategy These
elements have been divided into four categories:

72



Shaikh : Internal Resources Division

(1) Public investments in physical and social infrastructure. This includes
roads, water supply for irrigation, etc.

. (2) A policy environment which is sensitive and responsive to the
interest of rural constituencies including the poor. This includes, for
example, a structure of market price that provides production incentives to
farmers and small entrepreneurs, a set of import duty, tax and credit policies
with progress aimed at employment creation for landless labourers and
marginal farmers.

(3) Technologies suitable to the circumstances the capabilities of small
farmers and other rural producers. Such technologies and farming practices
should foster improved productivity, yet be: within the financial means of
small operators. Similar technological improvements can increase the
productivity of crafts and other small rural industries. These are important
because the increasing proportion of rural employment and income will
have to come from non-agricultural activity.

(4) Effective institutions . according to them, two kinds of institutions are
required for rural development:
(a) Units of Government agencies, and
(b) Local institutions.

In their opinion, all four of these components are necessary for rural
development but planners, development assistance organizations and
academic writers on rural development have emphasized the first three
neglecting the instutional dimension, and at a very great cost.

From the above, it appears that the IRD fall under the second category of
component that has a great role in rural development and therefore it is my
aim to put before you the policies so far taken by the IRD for increasing
investment in the rural areas, creation of employment opportunities there,
development of agriculture and increase in income of the rural people.

The fiscal planners of IRD kept in front of them the following objectives in
formulating the fiscal policies:

1. Rural investment or capital transfer from urban to rural areas and
employment creation:

2. Poverty alleviation and income generation: .
3. Incentive for rural-based industrial sectors:
4. Incentive for transport and fishing sectors;
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5. Mechanization of agricultural sector:
6. Increase of agricultural yield; and _
7. Socie-Economic change of rural areas.

RURAL INVESTMENT (OR CAPITAL TRANSFER FROM URBAN TO
RURAL AREAS) AND EMPLOYMENT CREATION

Transfer of ‘capital from urban to rural areas means more capital
investment in the rural areas. We have seen expansion of industrial areas in
Tejgaon, Tongi, Savar, Pahartali, Daulatpur, Narayanganj; but all these
places grew centering Dhaka, Chittagong and Khulna. Since there were
acccessible roads, railway communication, electricity, banking facilities, it
was easier for the investors to go for investment in these areas. But we
found very few to invest even on the other sides of the rivers Buriganga,
Karnaphuli or Rupsha. When they get more facility in Daulatpur, why going
to the other side of Rupsha with less facility but no incentive. This was the
picture till 1976. This aspect has been well taken care of by IRD and below
are the few fiscal measures offered by IRD for alluring the investors for
going there. The measure may look small but has far reaching effet on the
total investment schedule. Let us see what those measures are:

1. Customs Duties

Till 1976, there was no incentive in the form of reduced rate of customs
duty for investment in the rural areas. In 1976 government first felt
necessay that there should be some concession of customs duty for
investment in the rural areas. With this aim in view, government decided to
give preferential rate of import, duty for instailation in the underdeveloped
areas than those for installation in the developed areas. For this purpose,
the whole country was divided into three zones: :

Developed, Less Developed, and Least Developed areas.

While an investor is required to pay 15% import duty o-n capital
machinery to be installed in the developed area, he is subjected to only
7.5% duty for less developed and 2 5% duty for least developed area.

This substantial relief in customs duties reacted positively and significant
number of investments in the rural areas were marked side-by-side,
generating employment opportunities in those areas. Apart from this, any
investment in the BSCIC Industrial Estate is subjected to 2.5% customs
duties (on capital machineries and thus there was marked increase in
investment in the BSCIC Industrial Estates too. Subsequently the customs
duties on capital machineries for installation in the developed areas was
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enhanced to 20% from 15% and thus investment in the least developed
area was made more attractive. This was again reduced to 15%. The
success of this incentive could not be achieved fully due to lack of
_institutional facilities like banking facilities, loan facilities, mformatlon back
up, cooperation of the government departments, etc.

2. Income Tax
Income tax department also undertook certain policy for more
investment in the rural area. Those are as follows:

(a) Tax holidy for new industrial undertaking including tourist industries
located in the under-developed, least developed and special economic
zone is available for seven, nine and twelve years respectively as against
five years for those located in the developed area. The ultimate date for
availing of the tax holiday facility earlier fixed as on 3 June, 1990, has now
been extended upto June 30, 2000.

(b) As an alternative to the tax holidy facility, accelerated depreciation
allowance (ADA) is available for new industrial undertaking. If the industrial
undertaking is set up in the less developed area ADA is available @100%
for the first year of the actual cost of the machinery or plant used in the
undertaking as against 80% for the first year and 20% for the following year
of the actual cost of the machinery or plant used in the undertaking set up
in the developed areas. Besides, an industrial undertaking covered under
ADA is also eligible for investment allowace @ 25% for least developed and
@ 20% for the developed area of the cost of machinery or plant used. The
ultimate date for availaing of the ADA facility has been extended upto June
30, 2000 from June 30, 1990.

3. Excise

There is no excise duty on cottage industry having a total capital not
exceeding 3 lakh taka. This has been dorie with definite intention for
increasing cottage industry and small investment in the rural areas for
providing employment therein.

POVERTY ALLEVIATION AND INCOME GENERATION

Rural investment and employment creation also alliviate poverty .and
generate income. But apart from this there are other methods through
which extra income can be generated and thereby poverty can be
alleviated. What is that method is a big question. .According to the tax
planners, reduced income tax, cost’minimization and auxiliary source of
income tax can generate extra income thereby alleviate poverty. Quite a
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number of tax policies have been adopted for such income generation. Let
us see what those policies are:

1. Income Tax
In the income tax sector the following tax policies have been adopted for
higher income and axuliary investment.

(a) If an assessee owns any small or cottage industry in the less
developed area ‘and is engaged in production of goods he is entitled to
income tax rebate @ 2.5% if his production is 15% higher than that in the
previous year and 5% if his production is 25% higher‘than that in the
previous year. In the budget 1989-90, these rate have been enhanced to
5% and 10% over 2.5% and 5% respectively.

(b) Income’ of a cooperative society engaged in cottage industry
agricultural or rural credit or marketing of agricultural produce Gi its members
is exempted from payment of income tax.

(¢) Income from fish farmimg, poultry. duckery. dairy and cattle farming.
frog farming and horticulture is exempted from income tax. The time limit for
- - ]

this exemption has been extended upto June 30, 2000.

(d) Income from cultivation of mulberr{y, cocoon, mushroom as well as
floiculture has been exempted upto June 30, 2000.

2. Customs Duty

For poverty alleviation and income generation through cost reduction,
easy availability of raw materials and production maximization, quite a
number of steps have been taken in customs duty structure. Those are as
follows: :

(a) For development of dairy and poulty farming government has allowed
concessional rate of duty on dairy and poultry machinery and equipment.

(b) For development of fisheries, government has exempted fish for
spawning (pona) totally from customs duties. On the other hand, artemia,
imported for shrimp culture has also been exempted from duty.

(c) For expansion of sericulture (silk cultivation) government has totally
exempted the eggs of silk worm from customs duty and subjected silk
cocoon to only 10% duty.

(d) For expansion of flower and fruit gardening, the seeds, fruits and
spores of a kinkd used for sowing have been kept at nil rate of duty.
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INCENTIVE FOR RURAL BASED INVESTMENTS
For creation of rural based employment opportunity quite a number of
measure have taken. Those are as follows:

1. Raw cotton-yarn spinning

Spinning by hand driven (charka) was once a good employment
opportunity for the rural women. The duty o 1 raw cotton is 'nil’. So, there is
scope for hand spin yarn production for supply to non-mechanised looms
in the rural areas which can produce shari and lungi (also cotton gamcha)
having huge demand throughout the country.

2. Cotton-waste

Cotton waste has a huge demand as filler of pillows, quilts, etc. There is -
substantial employment opportunity there. The duty on cotton waste is also
‘nil'. There is also no excise duty on cotton waste which comes as waste in
mechanised spinning mills in the country.

3. Cotton and synthetic yarn

Once upon a time the handloom industry had booming business with
shari. But due to many reasons, this non-mechanised rural industrial sector
is on the wane. For this business the duty on cotton and synthetic yarn has
been kept at a low level of 20%. There is no excise duty on yarn produced
on cotton industry basis.

4. Marble Stone

Marble stone has a potential for a very low investment, labour intensive
‘chips’ and marble power manufacturing industry. To encourage these two
types of industries, there is no duty no marble stone.

5. China Clay

Hand made clay products is another potential investment in the rural
areas. This has been observed in Comilla area. To encourage this industry,
there is only 20% duty on China clay.

6. Lime Stone :

Lime stone has various use in different industries some of which are rural
based. It has use in earthen-ware, brass and copper ware manufacturing.
The duty on limestone is only 20%.

7. Inedible Copra

Inedible copra is used in extracted coconut oil. There is huge demand of
it in the country. Quite a number of mechanized coconut oil extraction
plants have been established in the remote areas of the country. Apart from
that non-mechanized extraction plants (Ghani) is also there. To encourage

77



Bangladesh Journal of Political Economy

extraction of cocor_iut oil locally (and to decrease importation of coconut
oil), the duty on copra has been kept at 10%.

8. Fishing

Fishing is another big sector which can provide employment to a good
number of people in the rural areas. To encourage this sector, fishing
trawlers have been included in the list of machineries entitled to 2.5% duty.
Side by side fishing gears (including nets, etc.) are also subjected to 2.5%
duty.

Income Tax
In the income tax side also due importance has been given for tax
exemptions on non-agricultural investments.

(a) Special depreciations allowance is available on fishing trawlers @
40% for the 1st year and @ 30% for the second and third year. Besides, on
investment allowance @ 20% of cost is also available. The facility can be
availed upto June 30, 1990.

(b) Under the self assessment procedure, a tax amnesty facility has been
granted and a new assessee investing in small or cottage industry can
invest initial capital upto three lakh without any question being-asked by the
tax department about the source of such capital

INCENTIVE FOR TRANSPORT AND FISHING

Transport plays a vital role in development of any area. This includes
passenger transport as well as goods transport. If the transport sector is not
developed, any area remains a hinterland and in spite of all best wishes of
the government and the people, the socio-economic picture of that area
remains unchanged. With definite intention for improving the
communication system, to be more precise, the transport system, some
fiscal measures have been taken by the government due to which we find a
network of road communication system in the country. Those are as
follows:

1. Income Tax :

The income tax sector has introduced the following tax relief measure for
transport sector.

(a) Income tax rebate is available of 50% of the income tax payable on
the income of passenger buses and passenger launches.

(b) For passenger vessels plying on inland water and fishing trawler, a
special depreciation allowance is available @ 40% for the first year and 30%
for the second and 3rd year. Besides, an investment allowance @ 20% of
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the cost is also available. This facility can be availed of upto June 30, 1890.

_ (c) As an alternative to regulate method, the owner of bus, minibus, truck
and tank lorry can pay income tax on presumptwe income basis at the
following rates:

* In case of note more than two vehicles:
()  Bus having seating capacity exceeding

52 passenger: Tk. 2,000.00
(i) Bus having seating capacrty upto

52 passengers: 1,500.00
(iii) Minibus ' 1,000.00
(iv) Truck/truck lorry of more than

5 ton capacity: 2,000.00
(v) Truck/Truck lorry upto 5 ton capacity: 1.000.00

* In case of more than two vehicles there is additional Tk. 500 tax for
each category. The above facility was available upto June 30, 1989.

2. Customs Duty

In the customs sector also, due inportance has been given for the
transport sector. The duty of minibus (petrol operated) is 20%, Truck (petrol
operated) is 20%, van-10%, motor cycle-50%, ferry boats-10%, engine for
autorickshaw is nil. Marine engine and engines for propulsion of vehiciles is
20%. As has been stated earlier, fishing trawlers are entitled to 2.5% duty
as industry.

MECHANIZATION OF AGRICULTURE SECTOR

For development of the rural economy, mechanization of agriculture is
very assential. Quite a number of steps have been taken to reduce the cost
of the mechanical appliances of the agricultural sector. Those are as
follows:

1. Customs Duty

The steps taken by the government are all in customs sector. In the
agriculture; power pump, tractor, sprayers are the most important one. Let
us have a look as to the steps taken by government for cost reduction.

(a) All the agricultural pumps imported by BADC enjoy a concessional
rate of duty. On the other hand, the raw materials and spares imported by
Bangladesh Machine Tools Factory (BMTF) Joydevpur and Bangladesh
Diesel Plant for manufacturing pumps are also subjected to concessional
rate of duty.
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(b) The tractors imported in CKD (completely knocked down) condition
are subjected to-5% duty while duty on CBU (completely built up) tractor is
1 5?”0. P

(c) Spray guns are subjected to 50% duty while there is no duty on hey
presses.

INCREASE OF AGRICULTURAL YIELD

Increase of per acre yield of agriculture produce is another way of rural
development. This directly increase the income of the farmers which in turn
change the life style. For increase of agriculture produce, some steps have
been taken in cus.oms sector by way of reduction or elimination of customs
duties on those directly or-indirectly help boosting up agriculture produce.
With this intention, duty on rock sulphur and rock phosphate for the
manufacture of fertilizer has been abolished. There is no duty on fertilizer,
seeds of a kind used for sowing (this includes potato for use as seed and
leguminous vegetables). On the other hand, duty on prepared animal
fodder has also been abolished.

SOCIO-ECONOMIC CHANGE OF RURAL AREAS

Investment opportunity alone cannot change the life of rural people.
Proper guidance is also required. Government departments are unable to
perfom this task due to built-in defect. This task has therefore, been taken
up by the NGOs. Quite a number of NGOs are working in the country with
specific programme for job creation, agricultural development,
development of the cottage industry, infrastructure development in the
rural areas. Notable among those are CARE Bangladesh, Mennonite
Central Committee (MCC), CARITAS Bangladesh, etc.

CARE has undertaken nationwide development in the rural Bangladesh.
They cover major portion of the relief works undertaken by the government
of Bangladesh. The- activity of CARE in Bangladesh centre round three
major fields:

(a) Health/Health education, (b) Farming, and (c) Community
development.

In the first one, the mothers are taught simple health neasure to keep
their children well. CARE taken a grassroot approach to health and
nutrition, using methods that even the poorest people can learn and afford
to practice. Their health measures are preventive, like helping people build
safe water and waste disposal system. Training midwives in safe delivery
and health workers in giving immunization, teaching mothers to treat
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diarrhoea. They also help reducing intant and child mortality rates.

In the second one, they help farmers save more fund and increase
income by better seeds, irrigation, storage, marketing and safe use of
pesticides. -

In third one, their aim is at community development. Construction of
roads, bridges and other community project.

From the above, it appears that the entire effort of CARE is basically rural
oriented and aimed at rural development. They are trying to better the
health and living, improving infrastructure, create job opportunity, increase
agricultural produce and thus increase revenue.

Mennonite Central Committee (MCC) on the other hand. is working on
agriculture development and rural employment creation. Side by side they
are also distributing relief materials to the distressed. Their activities are
mainly concentrated in greater Noakhali, Comilla, Kushtia, Barisal districts. In
their efforts, they are trying to explore appropriate technology for the rural
people for income generation and they have undertaken quite a number of
projects in.this respect and are working for exploring more. Notable, power
pump, tubewell technology, cook stove. vegetable garden. livestock. etc

CARITAS is also giving financial and commodity aid to Bangladesh
through Ministry of Agriculture. Currently they are running a training school
in Mirpur (MATS) wherein they are training up rural boys in‘agriculture based
technologies so that they can go back to village, take up a profession which
will help develop agriculture and side by side will earn his bread.

Apart from the above, there are many more NGOs who are working in the
rural areas for developing the lot of our rural people. Their objective is the
socio-economic development of the rural Bangladesh. But question may
arise as to what is the role of IRD in this activity of the NGOs. Apparently, it
appears that the foreign non-government social organizations are
contributing to our rural development and own government is allowing
inflow of such aids without any contribution. But this is not true. It is IRD who
is their local financial partner on behalf of the government. All the materials
imported by these NGOs for their projects in Bangladesh are exempted
from payment of duties and sales tax by NBR (IRD attached department);
and thus it becomes possible for these NGOs to operate smoothly. If IRD
would not have exempted the customs duty and sales tax on these goods,
it would not have been possible for many NGOs to work and for the other to
expand their activities. Therefore, it is clear that IRDris indirectly contributing
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to a great extent to the socio-economic development activities of the NGOs
in Bangladesh.

From the above discussion, | hope, it is now clear to our readers that the
tax policies in Bangladesh have positive role in the integrated rural
development in Bangladesh. The tax policies are quite substantial for
transfer of capital from the urban to the rural areas, for creation of
employment in the villages. for mechanization of our agriculture side by
side with increase: of agriculture-prciduce and changing the socio-economic
pattern of the non-urban areas towards a better side. But the main
question, even after so much fiscal measures, why there is not expected
level of change. The answer to this question. in Esman and Uphofi's
observation that, four components i.e. public investment, policy
environment, appropriate technology and effective institutions are
neglecting their duty and at a very great cost that means: no development
of the rural areas. The fiscal planners have the incentives, il is other
agencies -~ Government agencies (like agricultural department. industries
depanment. banking institutions, information media) and local agencies,
which should mobilize the people, popularise the ofters make the people
acquainted with system and give suggestion and assistance to the ordinary
people in materializing their dreams. But this role is totally absent. Since the
object of this paper is not to evaluate the success of these policies also. |
am not going further into it If in future I'get an opportunity 1 would like 1o
speak a few words on that. So far the role of IRD in the integrated rural
development of Bangladesh is concerned | am.not sure whether | could
satisfy you. If | am not, | beg to be excused for-my shortcomings: On the
other hand, if | could give you slightest idea about the whole fiscal scheme
| would consider my effort to be a success.
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FAMILY BASED APPROACH : A NEW DIMENSION
IN RURAL DEVELOPMENT

M. A. SATTAR BHUYAN

While the focus of development efforts in recent years on rural
development by national governments as well as by international agencies
is certainly a positive indication, the unfortunate part of the trend however,
is that rural development in the process has turned into a fad and at the
same time, reduced to the level of a tautology. But what happens in
_practies in the name of rural development, that bulk of the Governments
time and resources is apparently spent but what turns out is neither rural
nor development. New models are evolved, more resources are directed
toward rural development by allocative machme:y but rural _poverty,
unemployment and social inequity accentuate all the same. So emphas;us
becomes rhetorical and sometimes counterproductive unless backed by
will and real efforts.

Rural development programmes slarted in this ‘part of the sub-continent
in the early 1950s, nominal though at the beginning. An impressive
number of development programmes and models have been undertaken
- in the intervening period in the name of rural development. Yet the grips of
poverty has been tightened in many respects. The trials and errors in Rural
Development continues and the question of continuity and consolidation
of experiences, becomes all the more prominent, To quote A.M.A. Muhith,
a former Minister of Finance we went on experimenting with new ideas.
Indeed it seemed that we were too free with experiments and new models.
It is true that a tested technology in rural-development does not exist as it
does for, say, power generation or textile manufacturing. But innovations
within a given framework surely are more likely to succeed that frequent
change in the framework itself.

Rural Development experiments starting, from V-AID, Green Revolution
to IRDP-BRDB in essence ended up with a bureaucratic approach with
programmes reduced merely to distribution of modern inputs to land-based
class bypassmg the non-land based social forces. This situation reduced
rural development to production oriented agriculture development only
bereft of distributive justice. Poverty is so endemic and ubiquitious in
Bangladesh both in relative terms and so voluminous in absolute terms that
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more than 80% of the people live below the poverty line deficient not only
in income, nutrition and hence physical capacity but also in the favourable
and attitudinal factors such as passivity, fatalism, reluctance towards
development programmes. So far initiating a meaningtul rural development
process, alternative approaches were innovated to alleviate rural poverty.
Prominent approaches are the Grameen Bank approach, BRAC and other
NGO approaches, family based Group Approach of the Ministry of Youth
‘and Sports.

Grameen Bank was founded by the noble initiative of Dr. Muhammed
vYounus which extended credit to the rural poor without collateral. As per
Grammer Bank model 5 like-minded landless persons of homogeneous
occupation from five different families forms a group & several such groups
are federated into a centre. Group members receive loan on
recommendation of group chairman and Centre Chief. The laon is
supervised one and repayment on weekly instalments basis is compulsory.
Grameen Bank has so far extended its operations in 210 Upazilas and
achieved tremendous SUCCESS. '

FAMILY BASED GROUP APPROACH

The Family Group Approach was conceived and developed by a civil
servant Mr. M. Asafuddowlah while he was Director, BARD and
subsequently as Secretary Ministry of Youth and Sports he has in-
corporated this comprehensive concept in a poverty alleviation project
named as Upazila Resource Development and Employment Project
(URDEP), implemented through the Department of Youth Development.
The emphasis of the project will be maximum utilization of internal
resources of the family and the community by mobilizing youths as
intruments of change. .

The comprehensive family based approach has been developed to
overcome the attentdant malaise of the target group approach. It is claimed
that in the name of target-group outreach programmes the parents are
bypassed to reach the children, husbands bypassed to reach the women
the family is bypassed to reach the youth. To quote Mr. Asafuddowlah, ‘It is
my strong personal observation that these segmented, mutually exclusive
target group approaches based on artificial differences ot age, sex or
relative situations in life are subverting family and social relationships. In our
sastern societies a close sense of belonging to each other inhabits growth
of polarisations. Famines, instigation of communal riots, political struggles,
world wars and even the war of liberation have not been able to destroy the
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unique stability of our society. The unannounced equity of distributive
income and sharing of surplus and sacrifices is often not understood by
those who romanticise hatred, and differences. Perhaps the decay of
liberalism into a doctrine of liberation, or perhaps strident individualism finds
‘reactionay' even restraints associated with a co-operative/collectivity as
basic as the family. Proponents of group interests and parochial
preoccupations do not always realise that the segmented approach to
development broadly resuits in bypassing of traditional institutions and
introduction of soft programmes that are not adequately insured against
eventual dissolution. It is also not often ackowledged that the logic of
segmentation will proliferate further segmentations remorselessly.

| would, therefore, think it judicious to handle the problems of the
disadvantaged groups more comprehensively having due regard o the
reality and desirability of their integrated situation in a familyfold-re-inforcing
traditional mores and time-honoured customs. The segmented approach in
my opinion is engendering the forces of disintegration, ironically enough,
in the name of integration. The rich and the poor (since the rich is not so
rich and the poor is not so poor) have interacted as one ‘area institution’ in
their politics, prayers and poverty. Any artificial polarisation is boud to'bring
abount a conflict whose resolution will not remain the hands of those who
propagate the rhetoric. ;

In the implementation of the project, each family will be taken as unit of
development. Individual families will be surveyed to assess the material and
human resource avaible and indentify other assistance needed to make the
best use of such resources for the improvement of the quality of life.

Through the project technical and managerial guidance as well as
training and credit, facilities will be extended to enable the families invoived
to maximise ‘resource utilization, physical as well as human. It is also
considered that development should not be confined to the achievement
of meterial gains only. It should be balaced with the qualitative development
of the participants enabling them to become responsible members of the
community. Various extensional methods and techniques of mobilising
local resouces will be tried out in the process.

In Family Group approach, family members are organised in a ‘Group'.
Both male and female members are eligible to be members of ‘Family Group
approach’. In a family where the required 5 adult members are not available,
a group may be formed with the neighbours and relatives. A senior member
of the family is selected as group chairman. Credit as input for increasing
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and generating income is given to the family group members through the
family group chairman. As a result, economic and social development of a
tamily takes place. The number of dependents on the income of a particular
number of a family is reduced due to participation of all the adult members in
income generating activities. The younger generation‘iearns to respect the
superior members of their family. Five groups are federated into a ‘Centre’.
The ‘Centre’ is-a place where they will discuss their social and economic
problems and solve these through the decisions of the Superiors.
Motivated government employees should work as catalistic agents to assist
them. The credit will be supervised credit. In the process 100 per cent loan
realisation is expected. There should be provision of individual and group
savings. Credit repayment should be compulsory on weekly basis. This
approach has similarities with Grameem Bank approach. The basic
difference is that in Grameen Bank approach, group should be formed with
5 persons of hemogeneous occupation of a village, taking only one person
of a family while in "Family Group Approach’ group should be formed with
the 5 adult members of a family. - .

Family-group formation is considered a long and continuous process
covering interlinked stages such as conscious raising, establishing group
function, leadership development, non-formal education, local socio-
economic analysis, identification of potential employment opprotunities,
skills training articulation of demand for different services action to create
productive activities and remove constraints. All these family based groups
have to be formed by the own efforts of the family members and not
imposed from above. '

The rural poor who have only the homestead and whose total assets are
less than Tk. 50,000 or the annual income is writhin Tk. 6,000 and at the
‘same time are not related to agricultural works are being selected as the
" peneficiaries of the Project through family survey in the Project area. Group
formation would be encouraged on the basis of mutual friendship and trust
by individual group members.

The loan ceiling under the Project is' Tk. 2,500 per member or TK.
12,500 per family group. For the operation of credit scheme Tk. 105.00
million would be allocated through the Project and maintained in Bank
savings account as a revolving, fund. The Branch Manager along with the
concerned Group Animators would scrutinize and recommen the loan
application of the individual group member to the Area Manager. Finally
Area Manager approves the loan application. No loans should be granted
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for those having a record of loan default to bank or it applicant's age is
below 15 years. No members should be given a second loan before the .
complete recovery of the first loan.

Achievements of the projects is that upto June 89, 1037 Groups
involving 5182 group members received loan of Tk. 104.74 lakh and thus
ensured their employment and income generation. In the Second
instalment 539 groups covering 2695 members received loans amounting
Tk. 76.37 1akh. Upto June, 89, Tk. 117.87 lakhs has been recovered on
weekly instalment basis. By gathering Tk. 9.08 lakh in Group Savings-Fund,
weekly saving of Tk. 3.74 lakh & accumulated interset of Tk. 3.95 the
project has achieved 100% target. Besides credit. 1223 members have
accepted family planning methods and 1882 attained literacy of signing
their names. If we analyse the itemwise loans, .we find that 1819 member
received loans for small business; 1002 member for rice husking, 497 for
rickshaw purchase, 400 member for seasonal business. In all loans were
received for 21 trades. '

Encouraged by the phencmenal achievements, Government was
pleased to expand the programme to five more Upazilas in addition to the
existing two Upazilas this year. Project proposal has also been submitted to
the Government for expansion of the URDEP in 100 more Upazilas.
Feasibility study is also going on to extend the programme to .more areas
under Asian Development Bank assistance.

The project is expected to make a frontal attack on the large scale scour
of rural poverty and thus free the country from the centuries malaise. Initial
success of the project lies on the dependence of the model on local

“thoughts, mores, culture and local resources. No expatriate consultant is
hired for implementation of the project. It is a nationalistic effort based on
the solemn objective of self-reliance. In order to sustain the programme on
a long term basis political commitment and non-intervention by donors are
required. : :

The achievement of the projects falsified the apprehension of the
donors that rural poverty alleviation programme at micro level with similar
spirit and dedication of NGO is not possible in Government sector. It is 3
good beginning to conguer the war against poverty with a model rooted in
the tradition and culture of Bangladesh. Instead of WagLiNg our scarce
resources and time, in unending experiments, we may concentrate our all
efforts in replicating the successful models like the Grameen and the
URDEP. i
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RECENT PERFORMANCE AND EVOLUTION OF
POLICIES IN AGRICULTURE

ABU ABDULLAH"

1. INTRODUCTORY REMARKS ON DATA ;

Any description or analysis of Bangladesh agriculture has to take
account of the fact that the reliability of the data base is open to serious
doubt. This is perhaps less so for the major cereals. since even in the days
of “subjective” estimates these took as their starting point a comprehensive
benchmark survey [4]. Recent changes in data collection procedures,
involving crop-cutting experiment on sample plots, represent a significant
- improvement, though area estimates still remain questionable. It is also
unfortunately true that cereal output figures, being highly sensitive
politically, are also not infrequently finalised not through scientific debate
but through negotiations among the Ministry of Agriculture (MOA), the
Ministry of Food, and the Bureau of Statistics.

Data on “minor” crops are in the nature of things much more difficult to
collect, and must be treated with considerably more-scepticism. It is difficult
o take seriously the masses of figures produced by the BBS on the
quantities of brinjal, karola, jackfruit ect. Field crops like pulses and oilseeds
would probably fare better.

A comparison of some of the figures given in the 1983-84 Census of
Agriculture by the BBS with corresponding figures from the MOA reveal
some glaring discrepancies (Table 1).

If we accept that the Agricultural Census is a more reliable base, then the
Ministry statistics are particularly misleading for *minor" crops, specially
pulses and oilseeds. An examination of recent issues of the BBS Monthly
Bulletin suggests that the figures (i.e. BBS's own time series.) have been
partly revised upwards, but not to the full extent of the Census estimates,

Even for the rice crop the discrepancy between the two sources is
disconcerting, being upwards of 3 million acres or about 12 per cent of the
area given in the annual statistics. If the census figure is the right one, then
production of rice must be less, or yield per acre more than official figures

* Research Director, Bangladesh Institute of Development Studies.
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indicate. In our present state of knowledge, it is impossible to be sure one
way or another, or indeed whether the census figures are to be relied on to
that extent.

The current situation with regard to agricultural statistics is therefore not
very satisfactory either methodologically or organizationally. Improvements
in the system are badly needed, and could well be an area of benefication
donor assistance. :

2. RECENT PERFORMANCE
(a) Overview

The story of Bangladesh agriculture since independence appears 1o be
one of progressive decelaration. This is captured vividly in the following
figures (Table 2). -

The picture is perhaps not quite as bleak as this table suggests, since
the terminal year for the most recent period was an abnormal one with
extensive flood damage to crops and livestock. Nevertheless, the
perceived “slowdown" in agriculture in the eighties caused widespread
anxiety, and various task forces were set up and review exercises initiated
to identify the underlying causes and propose solutions. It cannot be
claimed that the task was accomplished, though a number of insights were
undoubtedly gained, and certain policy directions were indicated. One
thing seems to be generally agreed, that the problems of Bangladesh
agriculture are not primarily technical ones. In crop agriculture in particular,
if, as seems indicated, the green revolution has lost some of its early
momentum, it is not because a technical ceiling has been reached. In the
phraseology favoured by the Agriculture Sector Review, a number of large
and unfilled techno-economic niches remain, the main one being irrigated
crop agriculture say new varieties of seed, are not needed. It is to say,
however, that at this stage the economic and institutional policy
environments are more critical determinants of agricultural performancé.

(b) Major Cereals

Tables 3, 4, and 5 persent data on production, acreage and yield of the
major cereal crops, rice and wheat. Figure 1 presents the production
figures graphically. There is a discernible slowdown in Boro output after
1982-83, but this seems to have ended after 1985-86. Wheat has been
basically stagnant since 1980-81, apart from the one peak year of 1984-85.
Aman output has also stagnated,.with three successive declines in the last
three years. The first decline, from FY85 to FY86, was probably due to a
liquidity crisis brought on by a gombination of a cutback in institutional
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credit (disbursements dropped from Tk. 11.50 billion in FY84 ta Tk. 6.42
billion in FY85 and Tk. 6.67 billion in FY86)1. and declining earning from
jute (gross values were: FY84 .-Tk. 13.32 billion: FY85-Tk. 7.72 billion;

“FY86-Tk. 4.55 billion)2. The declines in 1987 and 1989 are more straight
forwardly attributable to the floods.

But perhaps the most striking aspect of recent developments in the
cereals sector is the acceleration in Bero production starting from FY87
Even if the forecast for FY89 is off by as much as half a million tons, this
would still be as impressive achievement. A number of factors are probably
jointly responsible for this:

i)

ii)

. iv)

Climatically, flood years tend to be good for the Boro crop, since
residual moisture allows larger areas to be sown even without .-
irrigation. ;

Economically, farmers who have sufiered losses in the Aman

season are likely to be more determined, indeed desperate 1o
recoup their losses through a good Boro crop.

The government’s flood rehabilitation measures, which included
distribution of seeds and subsidized inputs and a rescheduling of
overdue loans (thus making defaulters eligible for loans), definitely
helped, through the precise aggregate impact cannot be yet
estimatedS.

Government policy changes regarding distribution of minior irrigation
equipment (see below) may have played a role in the 1988-89 Boro
season, though obviously not in the 1886-87 or 1987-88 recovery,
since the policies.were announced only in October 1988. It is
possible, however, that some of the more restrictive government
regulations, e.g. with respect to sitting of shallow tubewells, were
never very effectively implemented.

It should be noted that the expansion in Boro rice production, actual as
well as projected, is almost entirely due to area expansion, with productivity
hovering around 0.98-1.00 tons per acre. In two out of the last three years,

1. Bangladesh Bank Sources.

2. Ministry of Agriculture sources.

3. 3. As one eminent observer put it, after travelling 2000 kilometers through flood-devastated
Bangladesh in Ocfober 1989:
“Without exaggeration, the tale of post-flood recovery is largely one of people's
heroism......... The state and other agencies have played a subsidiary if not insignificant role
beside this active response from the ground[5).
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this area expansion has taken place largely at the expense of Aman and
Aus acreage (Table 6). In the case of Aman, this is no doubt to a large
extent forced on the farmers when floodwaters recede too late for
retransplanting, but there could also be an element of rational adjustment
to a perception of heightened risk, limited financial resouces being
reallocated to the safer Boro crop.

Yield per acre of the major cereal crops has grown very sluggishly if at all.
For wheat there has been a long decline since 1983-84, with apparently
partial recovery in 1988-89. Boro appears to have done relatively well,
which is not surprising since this is where HYVs have replaced local
varieties to the largest extent (Table 7). Undoubtedly the sunshine and
temperature regimes of the winter months are more suitable for HYV
cultivation. This is why not only the realised but also the “potential” Yield of
HYV Boro is higher than for Aus and Aman?. Equally important is the
farmers' perception that Aus and Aman are riskier crops. Under the
circumstances, efforts to breed HYVs suitable for flood-prone areas may
have lower retuns than expected.

(c) Growth Opprtunities

From a purely technical point of view, there would appear to be ample
scope for increasing cereal production. A task force set up by the
government has identified these potential opportunities as follows:

1. Expansion of HYV area

The task force suggests that of the area potentially suitable for HYVs in
the different seasons, 25%, 27% and 88% are being currently so utilised in
the Aus, Aman and Boro seasons respectively. There is therefore scope
for further replacement of LVs with HYVs.

2. Expansion of irrigation
About 2.02 million hectares of land are irrigable, but a little less than half

4. BARC estimates are as follows:

Potential yield Realised
Crop {achievable) Yield
HYV Aus 3.9 1.80
HYV Aman 4.2 P 3
HYV Boro = 46 2.80
(Tons per hectare). '
Source: [6; 3].

For an elaboration of the botanical/climatic reasons for the natural advantage of Boro see
[7: 40-1].
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of this is being irrigated. Furthermore, command area per irrigation device is
very low, well under half the rated capacity for all devices except MOSTT.

3. Supplementary Irrigation for T. Aman

Losses due to moisture stress run between 20-40 per cent for T. Aman.
4. Increased fertiliser use, in particular sulpher and zinc

Micronutrient deficiencies can affect yields by 40-60 per cent.
5. Yield ga

Yields achieved by farmers with HYVs are way below achievable yield
potential-=2.23 tons/ha. compared to 4 tons/ha.

And they proceed to draw up an “action plan” based on the assumption
that the identified opportunities can be at least partly exploited to attain 20
" million tons of cereal output by 1982.

* What is missing in such an exercise is an appreciation of the fact that it is
the farmer who will decide what to grow, what inputs to use, etc., and that
~ therefore the task is to find policies that will motivate and enable the farmer
to adopt certain practices. Idéntifying technical opportunities is an essential
first step, but the first step will not take on very far unless one can take the
next, which is to ask why these opportunities remain unexploited and what
the private and social marginal costs are exploiting them. A simple answer
should not be expected. The economic policy environment and the rural
social structure are likely to play a combined and complex role.

{d) The Recent Floods: Reactions and Policy Implications

Moderaté flooding is a perennial and benign feature of Bangladesh
agriculture. It provides moisture and nutrients for the Aman harvest, it offers
some degree of pest control, apd it augments inland capture resources for
fishing. In years of “normal” flooding, the damage to crops in the more
flood-prone areas is more than compensated by adequate water supplies in
drought-prone areas. Over centuries, the peasants of Bangladesh have
evolved a life-style appropriate to living with floods.

~ Every once in a while, however, floods of above-normal severity will
cause extensive damage to crops, livestock, infrastructure and even lives.
Such events bring in their wake a somewhat obsessive preoccupation with
floods and with grant and final solutions to them. Thus the 1955 floods,
which, in terms of area affected, were not equalled till 1974, gave birth to
the Krug Mission, the Water Development Board, and the IECO Master
Plan. After three record floods in a decade (1984, 1987, and 1988}, we are
again living through a phase of intense flood-awareness.
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Table 8 provides a comparative statements of crop damage due 1o the
three recent floods. The loss to the Boro crop in 1984 is untypical, and due
to the very early onset (about mid-May) of an unusually heavy monsoon. In
that sense 1987 and 1988 afre more representative, with the brunt bring
taken by the Aman crop. y

A number of commentators, including the Agriculture Sector Review,
have suggested that flood losses are usually overestimated, partly for
political reasons, but also because account is not taken of the fact that flood
conditions are likely to benefit drought-prone areas. One independent
estimate, based on a sample survey of forty villages put the net loss to the
Aman crop in 1988 at 0.8 million tons [8].

The implications of possible patterns of global climatic changes, in
particular the “Greenhouse effect”, on flood frequencies in Bangladesh
remain to be fully explored. On the basis of current knowledge, however.
the 1987 and 1988 floods have been assisgned return periods of 30-70
and 50-100 years respectively. The probablity of recurrence is therefore
low, and crop damage can be expected to be also lower in future as HYV
Boro increases in importance, as it is bound to do. There would seem to be
little justification, -therefore, for any drastic changes in investment
strategies, along the lines of “Making Bangladesh flood free”. Selective
flood control on the basis of “controlled flooding” as recommended by the
Agriculture Sector Review is probably a‘preferable alternative. Immediate
action should concentrate on disaster preparedness--improvements in
prediction, early warming, flood shetters etc. =

(e) Crop Diversification

Increased production of non-cereal crops, like vegetables, pulses,
oilseeds etc. has long been a stated objective of government policy. The
main preoccupation seems to be the quality of the diet, but other reasons
for a concern with crop diversification are also adduced. A recent report of
the Agriculture Division enumerate the objectives of crop diversification as
follows: :

“The goal of CDP is the accelerated production of minor crops in order to
reduce pressure on rice and wheat; to improve daily diet of the people; to
generate rural employment by intensive cropping; 10 increase farm income
and thereby to increase purchasing power of rural masses: to improve
balance of payments by promoting import substituting and export-oriented
crops” [8].
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The first objetive is obscure. The second is premised on the
assumption that consumption of, say, vegetables and pulses is constrained
by supply rather than purchasing power, which is probably untrue (it might
be true if increased supplies could be-assured at lower prices). Import
subtitutions and export promotion are real possibilities, but little work has
been done on effective protection rates or domestic resource costs.

Crowth rates of acreage and production of minor crops by broad
categories are shown in Table 9, along with base and terminal year acreage.
Most important in terms of acreage are pulses and oilseeds, and for both
acreage and production declined over the period FY79 to FY87 -for pulses
at compound rates of-4.53 and-2.67 respectively (this does imply however
that productivity yield per acre has improved). Area under spices has also

-declined but at a slower rate. Area under vegetables grew at a respectable
rate for both summer and winter vegetables, as did production, but for
summer vegetables this seems to be the net result of a spurt in the first
subperiod, FY73-FY84, followed by negative growth in the seemed, while
for winter vegetables there was a more modest decleration. The growth
rates for maize are misleading, basically acreage has been fluctuating
between 2000-3000 hectares (clearly and approximation to the nearest
thousand).

Why has there been this decline in minor crops? The usual answer is
that irrigation makes HYV Boro more attractive, and hence acreage is
relocated from minor crops to Boro rice. If this is the only reason, then it
would be hard to argue that this is an undesirable development, either from
the individual farmers or from society's point of view.

Information on relative profitability is not easily available, and what there
is, is somewhat ambiguous. The Crop Division Report referred'to above
gives the following estimates of costs and returns to selected crops
(Table 10).

It would appear that apart from pulses and oilseeds (which however are
the main minor crops in terms of acreage. and also the ones about which
most concern is voiced), all other crops considered here yield higher net
returns per hectare, and all without exception yield higher benefit-cost
ratios. However, what the report fails to note is that some of the returns are
bound to be highly location-specific e.g. fruits and vegetable returns be will
be high in locations with easy access to towns, but very low otherwise,
given the highly perishable nature of the commodity. Others, like spices,
are likely to face highly inelastic domestic demand. Going back to Table 9,
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one thing worth noting is that minor crops fared worse in‘the second period
(1985 to 87) compared to the first. Since the second period also saw a
slowdown in the growth of cereal output; there is a presumption that minor
crop output is demand-driven.

The situation with regard to changes in incentive structures is unclear.
Time did not permit compilation and analysis of such time-series data on
costs and returns as exist. We have already seen that the current incentive
structure is quite favourable to minor crops cornpa'recl to HYV Boro, with
pulses and oilseeds being significant exceptions (Table 10). Relative price
changes over the last decade or so seem to indicate that the relative
profitability of pulses, oilseeds and spices has been increasing (Table 11).

The trade regime is another factor that can affect incentive. Important
here are relative volumes traded and the relationship between world and
domestic prices. Tables 12 and 13 provide some data on imports and
exports of minor crops and related products, only products whose export
or import values generally exceeded Tk. 1 million during the last five years
have been included. Also, since the focus is on minor crops, standard
items like rice, wheat, tea, jute, shrimp, milk power ect. have not been
included. ‘ :

The first thing to note is that agricultural imports greatly exceed exports.
“This is true in the aggregate's, but is clearly also true for minor crops as well,
since the number of commodities that qualify for inclusion in our table by
the Tk -~_million criterion are much greater for imports. -

TheSecond feature is that apart from a few items like betel nuts and
oranges, the share of imports or exports to domestic production is quite
small for most items, generally well under ten per cent, usually in the 1-5 per
cent range. It is doubtful, therefore, that the trade regime has a large effect
on incentives at the moment, though its long run implications could of
course be highly significant.

5. 5. Over the last five years, aggregates imports and exports of “agricultural products and
requisites” were as follows (in Tk. million):

Year . Imports . Exports

1963-64 17888.89 7124 89
1984-85 26600.05 8359.07
1985-86 18262.26 . eT73.41
1986-87 19568 53 9170.20
1987-88 30849.18 10721.61

Shirce BBS -
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Vegetable export are doing well, as, less expectedly, are tamarind and
molasses. The last specially merits further investigation, as it might have
implications for sugarcane and sugar policies. It would also be intersting to
know whether the decline in animal feed exports is due to loss of external
markets or rising home demand. s

In Table 14 we compare harvest prices with import prices of a few minor
crops. We have taken a considerable liberty in labelling as NPC (nominal
protection coefficient) the ratio of harvest to import price, but this was
considered preferable to deriving import parity prices by adding an arbitrary
mark-up to the harvest price.

Keeping this in mind, and also that for ginger the prices for the first three
years are export prices, we can say that chillies and rape seed generally
enjoyed a high degree of protection, usually much higher than for rice or
wheat, and ginger also received reasonable protection in the last year. A
20-30 per cent markup over harvest prices to convert them to import parity
prices would also yield some protection to lentils in the one year when they
were imported, but negligible or negative protection to onions. On the
whole, therefore, the trade regime is not a source of disincetives for these
minor crops. In any case, quantities traded are not large (unless, as is likely,
there are large volumes of unrecorded trade), and so no particular action in
this area seems to be called for. :

This is not to suggest that nothing can or should be done directly for
minor crop ‘development. Yield enhancing innovations. particularly in
pulses and oilseeds; would certainly add to farm incomes. Studies shouid
be undertaken to examine the viability of certain agro-based industries, e.g.
(a) edible oil cum animal feed plant based on maize. (b) fruit juices,
preserves, jellies etc. (though a first initiative with Swedish private
investment appears to have run aground, mainly due to problems with fruit
supply), and (c) ground, spices. Such efforts would require multinational
involvement, at least for packaging and distribution. The Agriculture Sector
Review has alreay pointed out that import duties on containers would also
have to be reduced.

(f) Fisheries ; .

Most Bangladeshi farmers are part-time fishermen as well, and a fishnet,
as well as other indigenous fishing devices, are to be found in every
houses. Traditionally, fishing was done in ponds, canals, and inundated
paddy-fields. River and ocean fishing require specialised skills and
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equipment, and tended to be full-time occupations. Restocking was
natural. The concept of fish culture was unknown.

Different 1yhes of fisheries can be distinguished based on different
critera. One typology, based on the nature of the water body as well as
culture practice, would distinguish between based on the organization and
technology of production, would distinguish between the “domestic”,
artisanal”, or ~petty commodity” sector and;the commercial mechanised
sector, i.e., trawlers. All these distinction are important, and have bearings
on appropriate policy formulation. Unfortunately, data are not available to
allow us to give full empirical content 4o°all these distinctions. Overall
productions trends by type of fishery are given in Table-1 5,5

Currently, inland capture fishery contriqutes more than 50% of the total
catch. This consists partly of part-time fishing primarily for self-ccnsu mption
(this component is probably under estimated in the aggregate statistics),
and partly commercial fishing by self-employed fishermen who however are
usually tied into a credit-and compulsory-sale relationship with a mahajan,
who may also own the boat.and net. Inland capture fishery has been
declining both dbsolutely and relatively:"from 471.6 milliom fons in 1983-
84, which was 63 per cent of the total catch. to 426.1 million tons (52% of
the total) in 1987-88. The main reasons are generally supposed to be
related to resource-use conflicts, in particular with FCD and FCDI projects,
as well as rural road building on raised embankments without adequate
provision for natural restocking. With increasing population, there is also a
tendency to overfish, i.e. to deplete young stock. In some areas, increased
pesticide use, and industrial effluents near major urban centres are also
believed to be contributory factors, but probably not of major dimensions.

Inland culture fishery, on the other hand, is increasing at a fairly
respectable rate--its share in the total rose from about 16% in 1983-84 to
just over 20% in 1987-88. However, cultivation practices are still by and
large elementary, and yields are low. ;

In marine fishing,-while trawlers have high visibility, mey’in fact contribute
only about 5% of the total marine catch, the rest coming from “artisanal”
fishermen. Even their contribution to shrimp export is only 16% as
compared to 47% from shrimp farms. Future fisheries policy in Bangladesh
should concentrate on inland capture, inland culture, and artisanal marine
tishing. : :

For inland capture fishery, the following broad policy guidelines should
be kept in mind.
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1. All FCD and FCDI projects should be c;arefuliy vested for possible
adverse effects on fish availability before being approved.

2. Arificial restocking of beels, floodplains and rivers should be
_undertaken as a major poverty alleviation and nutritional intervention. It
would probably not be possible to recover the costs, but the social returns
would be enormous. During the 1988 floods, it was found that fishing in the
floodplains kept many people alive.

3. The existing yearly leasing system for beels, haors and baors should
be replaced by longer-term (say 4-10 year) leases to discourage stock
depletion and encourage conversion to scientific culture.

4. Certain pesticides, based on DDT or other chlorinated hydrocarbons,
should be banned.

5. Prohibitions on capture or sale of fish below breeding age are unlikely
to be very effective. Banning the production or import of fine-meshed nets
(the “current-net” is a particularly destructive device) might be somewhat
more effective, though illegal trade (its main source) is difficult, to contend
with. The only real hopes of relieving the pressure on inland capture fishery
lie in massive artificial restocking as proposed in (i), and more importantly, in
the development of fish culture.

In freshwater aquaculture, the main problems would seem to be
inadequate finance and incomplete technology transfer. The technical
capacities of the department of Fisheries need to be considerably
expanded. More intractable are problems relating to uncertain and multiple
property rights (for ponds), protection against theft, and, particularly for
shrimp farming, conflict with rice cultivation, which is reportedly leading to
the formation of private shrimp empires with private armies in the coastal
areas. The following actions may be considered.

1. Setting up demonstration fish farms to impart practlcat knowledge
about semi- intensive and menswe fish culture.

2. Initaiting on a compulsory basis necessary legal steps to abolish
multipie ownership of ponds. For example, if one co-sharer submits a viable
fisheries project for-financing, steps may be taken to expropnate other co-
sharers with compensation.

3. The urgent problem in shrimp culture is the coercion of small rice
farmers in the shrimp areas, the destruction of their crop without
compensation, physical harassment etc. Not unnaturally, this leads to
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retaliatory action. it is not clear that law enforce;nem at the local level can be
significantly i'n‘ip_roved. One ‘possible solution, perhaps the only one,
though its feasibility is also open 10 question, is to assist in the rapid
transition to intensive shrimp farming methods that would generate enough
employment to compensate rice farmers for the loss of their crop.

4. Artisanal marine fishermen may benefit from access 1o credit for
owning their own boats and for mechanisation of their crafts.

(g) Livestock

According to the 1983-84 Livestock Survey, there were in that year
about 21 million heads of cattle, less than half a million buffaloes, 9 million
goats and half a million sheep in Bangladesh. Cattle are clearly the most
important form of livestock, both in terms of numbers and of draft power,
meat. and milk, and along with goats the major source of hides and skins as
well. The share of livestock in total GDP is estimated at around 5 per cent of
GDP, but this does not include the draft power contribution.

The data base for livestock is notoriously weak with only four livestack
censuses to-date. But broadly one can say that over the last thirty years the
cattle population has been growing very slowly, at about half of one per
cent annually. Goats have done better? growing at around 3 per cent per
year, while the numbers of buffaloes and sheep have basically stagnated.
Poultry (which is sometimes included in livestock) grew quite rapidly at 5-6
per cent per year.

Bangladeshi cattle are of poor quality, partly genetically, partly because
they are overworked, underfed, and generally uncared for. Their
per!prmance'as providers of draft power, or meat or milk, is therefore
generally poor. It is uniikely that much can be done to improve this as long
as their owners, the farmers of Bangladesh, remain poor. :

There has been increasing concern in recent years about a draft power
constraint in agriculture. A 1981 estimate by the World Bank put the
shortfall at 22 per cent pf annual requirement and 37 per cent of peak
seasonal requirement. What remains unclear, however, is whether this
“Shortfall” in fact causes a loss in production. Farmers seem convinced
_enough about the reality of draft power constraint to be eager to aquire
power tillers, and the government was also moved to abolish customs
duties and sales taxes on power tillers or components for them.. The
Agriculture Sector Review, while recommending such and abolition for

'~ irrigation equipment, had suggested a customs duty of the order of 20-

112



Abdullah : " Policies in Agriculture

30% on tillage equipment to minimise adverse effects on employment, and
had also expressed some scepticism about the extent of output gain that
can be expected. | believe these concerns remain valid, and power tillers
should not be treated on a par with irrigation equipment. However, it must
be recognized that replacement of animal tillage by mechanical tillage may
have the beneficial side-effect of improving the supply and quality of meat,
milk, and hides, provided appropriate supplement policies are adopted.
These policies need not, however, await further expansion of mechanical
lillage, since any major impact on the availability of animal draft power would
take a long time. These policies would include Grameen Bank type
interventions to encourage beef-fattening and milk-cow rearing activities,
which should become relatively more profitable as cattle prices decline due
to declining demand for animal draft power. (Modern capital intensive
slaughterhouse or dairy activities are less likely to be efficient, specially the
letter). The private sector is already showing some interest in producing
finished leather rather than wet blue for export, and this deserves
government support.

Poultry development should also be pursued through government NGO
collaborative efforts, as part of rural (as well as urban both government and
NGOs have neglected the unban poor for too long) employment
generation, rather than the proliferation of battery chickens and eggs. The
gains to consumers are largely cosmetic from the latter, while the loss of
livelihood to small producers is potentially substantial.

3. INPUTS AND POLICIES
(a) Minor Irrigation

Minor irrigation development has been perhaps the success story of
Bangladesh agriculture. Even though total coverage remains a modest 30-
35 per cent of total cultivated area, it has profoundly transformed not only
the technical basis but the fabric of social relations in rural Bangladesh.
Areas like Barisal and Faridpur, which were once among the most
prosperous districts, illustrate what Bangladesh would have been like
without the development of minor irrigation.

<
=

Over the last decade, important changes have taken place in the relative
importance of modes of irrigation, in the pace of expansion, and in policies.
Table 16 summarises some of the basic information on the first two aspects.
One noteworthy feature is the stagnation in area under power pumps, and

~..the contrasting rapid expansion of tubewell irrigation. Something not
shown in this table is the fact that shallow tubewells caught up with deep
tubewells in terms of coverage in 1985-86; in that year area irrigated by

449



Bangladesh Journal of Political Economy

shallow tubwell came to 1 2w -raltn acres as opposed to 1 07 million
under deep tubewelis®.

Tubewell irrfigation has clcaiiy been the cutting edge, with annual growth
rates usually exceeding 20% and in two years (1982-83 and 1983-84)
reaching over 50 and 60 per cent respectively. After this gowth slackens
off, precipitately so in 1985-86 and 1986-87 This of course is the much-
discussed “slowdown”.

The evolution of policy in this sector has broadly been one towards
increased private sector participation in procurement and distribution of
equipment (though with occasicnal hesitations of which much--indeed far
too much--has been made in some quarters). and reduction of subsidies
(complete elimination in the case of shallow tubewells). BADC's monopoly
of STW importation and sales was abolished in 1978-79, and the
preferentail 15% import duty on STW engines, previously reserved for the
BADC, was also extended to private sector imports. DTW sales to private
individual purchases were also allowed for a brief period (1980-84), but
since 1985 they could be sold only to cooperatives or informal groups
(since the current year. even informal groups are banned, and cnly
registered BRDB KSS's are eligible).

Around 1984, however, there was some concern (in official as well as
academic circles) about drawdown externalities—interference between
wells placed too closely together, or aquifer depletion in some localities.
Regulations were introduced banning STW installation in some parts of the
country, and also about optimum distances between shallow tubewells.
These regulations, together with standardisation, and all customs duties
and sales taxes, were abolished in 1988.

Some commentators have seen in those attempts by government to
requlate STW installations a sufficient explanation of the retardation of
1985-87. While the argument has an attractive simplicity and a surface
plausibility, it is doubtful that it will stand up to serious secutiny. For one
thing, it seems to be based on an exaggerated notion of the government's
implementation capacity. Governments everywhere, and in third world
countries in particular, express grave Concern over, and pass regulations
on a wide range of issues, but usually the only result is an addition to the
avenues for rent seeking.

6. These figures do notadd up to figure in the table because they are from BADC sources,
though reported in the same BBS publication (Statistical Yearbook 1988) from which Table
1N is taken.
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Secondly. in this kind of explanation certain acls are ascribed to certain
agencies, but no plausible reasons are given why these acts should have
been performed. It is claimed, for example, that in 1985-86 and 1986-87.
BADC deliberately refused to sell to farmers the models of engines that
they wanted to buy,in spite of adequate stocks. It is not explained what
possible benefit BADC as an organization or individual BADC employees
could possibly have gained from this. The logical action, its demand were as
strong as these “supply-side” commentators like to claim. would have been
for BADC staff to sell the desired makes at stake clearing prices and pocket
the difference. It what was at market was preserving BADC's empire, leaving
the field completely to private traders is surely the last tactic anybody would
want to adopt. .

It is not my contention that these attempts to regulate STW installation
were necessay or wise. They were almost certainly premature. and*their
abolition was, at least for the time being, appropriate. But as an explanation
of the “slowdown” this is indequate.

The alternative explanation is in terms of a temporary saturation of
demand, caused by (a) the same factors that caused the first downturn in
aman production (see above), i.e., a liquidity crisis caused by declining
earings from jute and the credit crunch. and (b) declining profitability of HYV
Boro cultivation. The first point has dlready been documented. A few words
about the second are in order.

The eighties were a period when subsidies were being reduced on boti
fertilizer and irrigation equipment, while output (rice) pricess were
comparatively stable. The paddy-fertiliser price ratio, after being mostly in
the range 1.4 to 1.6 in the period 1975-77 to 1979-80, was mostly
between 1.0 and 1.1 for the rest or the period [3:44]. Since HYV Boro
yields also seem to have been basically stagnant, rising from 1.05 mt/acre in
1979-80 to 1.14 mt/acre in 1982-83, then declining more or less steadily to
1.06 in 1987-88 (Table 17), profitability of HYV Boro cultivation must have
declined. This is also borne out by empirical studies, e.g. Mandal 1989,
Quasem 1989. [10,11]7 .

7. An international World Bank report contradicts this, suggesting that "Despite rising input
costs over the past decade. profitability has increased because of yield increases” The
yield increases is supposed to be the result of shifting from LVs 1o HYVs ("Price incentives
1o toodgrain production” [3]. For comparing the profitability of HYV cultivation over ime
{which is the appropriate comparison since LVs are seldom irrigated). the varietal shiftis
clearly irrelevant
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It is sometime contended that while retuns to irrigation may indeed have
declined over this period. those returns still remain attractive enough so
that no slackening of demand for irrigation equipment should be expected.
This ignores the fact that the average return is precisely an average. What
one has on the ground is an array of returns on different plots of land.
depending (given available technology and input-output prices) on soil
types. elevation, access to markets etc. an adverse move in input-output
price relatives will move some of these farms below the margin of
profitability, even it average retuns remain “attractive”. One of Quasem's
intriguing findings is precisely that over the period 1981-82 to 1985-86. the
general downward trend in profitability was composed of a decline in the
percentage of profitable STWs in the study areas, combined with a rise in
profits per STW for the profitable ones. [11: 33].

It must be admitted that the demand-side explanation is also not
completely free from problems. In particular, the renewed buoyancy of STW
sales starting from 1886-87 is not easily explained in terms of resurgent
demand. It is true that both jute sale proceeds and credit disbursements
improved somewhat, and the various remissions and reschedulings of
credit must also have helped. At the same time, if the 1988-89 projection is
validated. the recent policy changes towards unimpeded movement of
equipment must get due credit.

Reservations about these policies are prevalent, on a number of
grounds. Some people fear that farmers will be fleeced by unscrupulous
traders selling gimcrack contraptions for a quick kill. Reportedly some high
officials of the Krishi Bank are in favour of reintroducing standardisation
because increased breakdowns are causing loanees to default. While such
episodes are not unlikely in the beginning, it should not take too long for
farmers to become brand-wise. The Engine Marketing Survey of the AST
(September 1989) reflects considerable sophistication among buyers, who
definitely weigh price against reliability before making a choice. As for the
Krishi Bank's problem, they should certainly be allowed to charge farmers a
risk premium for brands they consider unreliable. Provided this is based on
real technical knowledge, they would in fact be providing an important
service if they advise farmers on brand selection.

More substantialy, there is some concern about the loss in revenue due
to the abolition of the 15% CDST. If the MOAs indicated target of 48,000
new installations over the next plan period are fulfilled, [1; 43] and if 40,000
of these are imported, the amount of CDST that could have been earned at
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15% can be conservatively estmated at Tk. 37m per year (assuming that
cheaper, Chinese and Korean brands, with an average landed cost of US$
170, come to predominate-- which is in fact unlikely). Too little is known
about the price elasticity of demand for irrigation equipment to decide
whether this is a worthwhile expenditure. There is some anecdotal
evidence to suggest that importers earn high scarcity premia, about 100%
over costs. This would suggest that at least the 15% CDST can be
reintroduced without affecting imports or sales. This would also allow a
modicum of protection to domestic manufactures. Since the resulting
(nominal) rate of protection is far below prevailing or even recommended
protection rates for other industries, it may in fact be desirable to use the
proceeds of this duty to offer some further susbsidies to domestic
manufactures.

DTWs continue to oe heavily subsidised, to the extent of 70 per cent.
This is the result of a fear that any significant reduction in these subsidies
would impede irrigation development in areas where shallow tubewells
cannot operate. Yet this level of subsidy cannot be sustainded if any
expansion of DWT coverage is anticipated. Subsidies per deep tubewell
have been estimated to be as high as Tk. 515,000 (World Bank 1989. p.
78). The MOA's development programme calls for the installation of 4800
DTWs each year. The total subsidy per year would therefore be Tk. 2472
million per year. This compares with Tk 1793 million spent on groundwater
in FY83 [3: 5].

With reasonable command area development DTWs are not less cost-
efficient than STWs. The problem is not therefore that returns are
essentially lower. There are basically two problems: first, the large initial
investment and second, the organizational complexities involved in
developing a command area that may include the property of as many as
fifty to a hundred members.

Since BRDB cooperatives are not known for their pro-pocr bias, it is
difficult to defend either the large subsidies on DTWs or the restriction of
their sales to KSS's. Policy changes in DTW distribution, which have been,
since 1985, in the opposite direction to that followed for STWs, were
probably misguided. Subsidies should be brought down in phases, and
private individuals and informal groups (in particular landl. ss groups) should
allowed free access to the DTW market.

(b) Institutional Credit
The provision of institutional credit for agriculture continue- to be
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bedevilled by problems. The main problem. or perhaps the major Symptom
of underlying problems, is poor recovery (Tables 18-19). This had improved
somewhat in 1986-87. as a result of variety of measures, including stricter
enforcement of the rass book system, in vocation of the Public Demands
Recovery Act to bar defaulters from contesting in Union Parishad elections.
and the introduction of interest rebates for timely payment as well as penal
rates for late payment. Since then, however, repeated natural; calamities
have necessitated a relaxation of credit discipline. Already in 1986,
borrowers with outstanding debts of up to Tk. 10.000 were exempted from
interest payment provided they repaid principle and service charge by a
specified date. It was also decreed that any borrower who had, as at 315t
June 1986, repaid at least 125% of his initial loan would be considered to
have fully repaid debt. In 1988 all crop loans were resheduled for three
years. Not surprisigly, recovery rates plummetted.

One could no doubt decide that this state of affairs is inevitable and live
with it. periodically writing off bad debts. In effect one would be running a
dole programme under the guise of a credit programme. But it would be
simpler and cheaper to run a straight cash transfer programme.

Building a viable credit programme for agricullure faces formidable
difticulties. Strict credit discipline is a must, bul agriculture is a risky
business. and at least some borrowers, probably a good many, could
legitimately plead force majeure for non-repayment. Even when they
cannot. recovering hundreds of thousands of small debts through the
courts would be an immensely time-consuming process. which wouid
almost certainly cost more than it yielded by way of loans recovered. Thus
any agricultural credit programme would have to live with a fairly high default
rate, even apart from the occasional humanitrian waiver. The only way such
a high-risk lending operation can be viable is of course through charging
high interest rates. This would not be a fair arrangment --the good borrawers
would be subsidising the bad ones--but it would be the only way to run a
credit as opposed to a welfare programme. The Ariculture Sector Review,
as well as many others, have also-argued for higher interest rates, on the
ground that higher rate: would yield larger incomes that would permit closer
supervision of credit and hence help improve recovery.

Another moot question is whether it makes sense to more or less coerce
the NCBs to participate in the agricultural lending programme. If higher
lending rates are allowed, and if the government undertakes to cover
losses (which it effectively does through easy refinancing), the NCB may
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lose some of their reluctance. It might make more sense, however, to leave
agricuitural lending entirely to the Krishi Bank, since they have, or at least
are expected to have, the appropriate subject-matter expertise. This does
not mean that they should be given a monopoly, but simply that for all
* banks, nationalised or private, the sectoral pattern of lending should be a
matter of free choice. Private banks as well as NCBs should also be allowed
to determine their own interest rate as NCBs should also be allowed to
determine their own interest rate policies, though the government may use
explicit subsidies to influence the sectoral pattern of lending.

A model recently proposed [12] of nationalised banks and NGOs going
into partnership to ensure proper loan utilisation and repayment has
definite points of interest. It remains to be seen, however, whether the
NGOs can handie this addition to their responsibilities without
overextending themselves. Existing NGOs would have to take on more
staff, and%r new NGOs would have to come forth. There would be
additional expenditures, which would probably be funded by donors This
may be an excellent use of donor resources.

(¢) Fertiliser

Policy changes in fertiliser distribution have followed a pattern similar to
that in minor irrigation, i.e., progressively greater involvement of the private
sector. For some reason, this even more than irrigation policy has been the
subject of long, intensive, and sometimes acrimonious debate. There are
two issues involved, which are sometimes confused, public vs. privat2
distribution, or the appropriate mix of the two, and subsidised vs.
unsubsidised sales to farmers. Invariably, those who want greater, in the
limit complete, transfer of the distribution function to private traders are also
opposed to subsidising farmers.

The distribution system for fertiliser has evolved from the “Old Marketing
System (till 1978), in which BADC sold to farmers and retail traders from
Thana Sales Centres, through the New Marketing System under which
BADC sold to wholesalers from 90 (later 75) Primary Distribution Centres, to
the current system where the PDPs continue to operate, but bigger
wholesalers can also lift fertiliser from S Transit Distribution Points.

Overall it is fair to say that none of the distribution systems performed
particularly bacly. Growth rate of fertiliser consumption was 11.3 per cent
per annum during 1971-77, i.e. under the Old Marketing System, and fell to
7.6 over the period 1977-84, but this slowing down cannot be attributed to
the new Marketing System, or can perhaps only partly be attributed to the
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uncertainties of the transkiagn process. In general sales have continued to
grow strongly. Table 20 shows saies figures from 1880-81 to-date. Apart
from one drop in 1981-82 and another in 1985-86, annual increments have
mostly been well over ten per cent. and there is no reason to believe that
when all the figures are in. the year 1988-30 will be an exception. A monthly
comparison (Table 21) shows that if we compare equivalent subperiods the
increnent was 9 per cent. with demand particularly strong in the Boro
months.

Except for imports (currently nonexistent for urea) privatisation is virtually
complete. with direct BCIC sales to private traders amounting to about 20%
of all sales by December 1989 (Figure 2)8. the shift has been particularly
rapid in recent months--private traders’ share was as low as 6% even in
March 1989. It has been claimed that this change has been accompanied
by an appreciable drop in farmer level prices (Samad et. al. 1989.Table 8,
pp. 37.9. and Figure 3). The prices reported there are from the IFDC
Formers’ Survey. Data collected by the directorate of Agricultural Marketing,
however, diverge considerably from these, as the following table shows.

SELECTED MONTHLY RETAIL PRICES OF UREA. 1988 AND 1988

(TK./50 KG)

Month 1988 1989

IFDC DAM IFDC DAM
April 248.83 248 254.14 259
May 248.48 248 248.70 254
June 250.23 250 243.26 253
July 247.58 251 242 .48 253
August 247.12 251 238.64 253
September 248.58 252 237.32 254

According to the DAM figures, monthly prices in 1989 remained higher
than in 1988 for each month in the table, though the gap closes a tritle
between April and September. More up-to-date figures, given in Table 22,
do show that prices from November 1988 to January 1989 were lower than
the corresponding figures for the preceding year. The author is not in a
position to pass judgement on the comparative merits of the two price
series. It is extremely disconcerting that such a major discrepancy should
persist between two data sources, and an evaluation and reconciliation by

8 Prepared by Raymond Renfro of USAID for his presentation at the MOF-IFPRI workshop on
Eood Policy. Dhaka, 27-29 January 1990. Permission (o use is gratefully acknowledged.
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some neutral agency is desirable. Even of the DAM prices are to be relied
on, farmer level prices are perhaps reasonably competitive. Even the
highest price in recent months (Tk. 5.07/kg), implies a marketing margin of
Tk. 1045/ton (over an ex-factory price of Tk. 4023/ton). If one assumes
movement and handling costs to be Tk. 600 per ton (less than BADC's
estimated “incidental costs”, which were reported at Tk. 692 in 1987-88
and Tk. 818 in_1988-89 (see Samad et. al. Table 2, p. 150), the profit per
ton is Tk. 445, or about 11%. Keeping in mind that BADC costs cover only
movement to TDPS and PDPS, and furthermore that the margin is
distributed between wholesalers and retailers, this seems 1o be a very
reasonable margin. This in turn raises serious doubts about the credibility of
the IFDC prices for recent months: how could private distributors make any
profits at all if farmer-level prices were really that low? Two conclusions seem
to follow: (1) the DAM prices are more reliable than the IFDC prices: and (2)
these prices indicate that the fertiiiser trade does not so far display any
marked monopolistic tendencies, and the transition to almost complete
elimination of BADC from fertiliser trading has not been attended by any
adverse consequences for farmers.

The performance of the fertiliser distribution system also stands up quite
well to an international comparison on some selected dimensions: (Table
23). Note that (a) the ex-factory price is somewnhat lower than the import
prices paid by most importing countries, so to that extent the industry may
be said to be taxed (the Industry does, however, receive significant
Subsidies in the form of cheap nitrogen gas), and (b) marketing costs are
the second lowest among the countries compared. Also, and in particular,
not that according to this definition (the budgetary one), farmers in
Bangladesh were being taxed on urea consumption in this year. If the
import prices paid by other countries (except Nepal) is a reasonable
indicator of world price, then using the world price would reduce this tax but
not eliminate it. Future price policy changes should attempt to avoid the
recurrence of this phenomenon.

It seems inevitable therefore that BADC should phase itself out of the
fertiliser distribution system. A minimal role may be retained, however, to
serve particularly inacessible areas, until such time as the development of
transport infrastructure integrates those areas more closely with the rest of
the country. Privatisation of international trade in fertiliser is also very much

.on the cards, provided suitable stops can be taken to prevent the
transmission of year-to-year fluctuations in world prices to domestic
consumers.
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4. CONCLUSION AND A LOOK AHEAD i

It would be unfair to say that agricuiture in Bangladesh is ailing. The
whole economy is ailing, agriculture no more than industry. No quick fixes
are in sight, ideologies of the left or the right notwithstanding.

Recent developments in agricultureal policy represent a partial
disengagement and a reorientation of direct intervention, with a
concomitant induction of private sector initiative in these areas. By general
consensus, minor irfigation has emerged as the “leading sector’, with
shallow tubewells in particular as the most dynamic component. Policy
initiatives have concentrated on freeing up supplies of shallow tubewells by
involving the private sector and removing customs duties and sales taxes,
as well as various restrictive regulations. Marketing of the other major input,
fertiliser, has also been largely privatised, with more complete privatisation
anticipated.

The government has also acted with some success to control seasonal
and year-to-year fluctuations of foodgrain prices. This success may
however have been brought at a rather high cost, since it appeared to
depend on building very large foodgrain stocks, with high foreign
exchange and storage costs. Domestic procurement have suffered, with
possible disincentive effects.

Channelling institutional credit o agriculture has proved a frustrating
experience so far, though not more so than for industry. Most of the loans
disbursed are defaulted. There is considerable scope here for facing up
the system, in terms of allowing banks to decide to which sector to lend and
how much, and what interest to charge.

All these changes, and recommendations for further changes, have
been and will no doubt continue to be debated. In my opinion the changes
in fertiliser pricing and distribution policies were neither particularly useful
nor particularly harmful, though futher change should be introduced with
caution, it at all. The changes in minor irrigation policy, however, can be, at
least at this point in time, fully endorsed. The qualifying clause, however,
merits consideration.

Groundwater is a classic example of a public good, a common resource
whose uncoordinated private exploitation is likely, indeed at some point
certain, to lead to wasteful over-exploitation. Thus the fact that sitting
restrictions are inappropriate today does not mean that they may not be
appropriate five or ten years hence. The recent abolition of these
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restrictions is to be welcomed, but it shoud not be seen as a permanent
commitment to a “hands-off” policy.

In any event, there are areas of the country where the water table in
winter is usually too low for shallow tubewells, and others where optimum
densities have been reached or are being approached. Improving the
management of DTWSs is a task that cannot be shirked for long. According
to the National Water Plan, even DTWs, STW and LLP's together will not be
able to meet Bangladesh's water requirements much beyond the year
2000. This does not leave much time to build up the administrative and
organizational capacities needed to operate large scale water control
schemes. And if Bangladesh agriculture can continue to grow only on the
basis of such highly complex and expensive schemes, it may become
uneconomic to do so. Investing those resources in industrialisation may be
the superior alternative.

Even DTWs appear to offer a fundamental challenge to the existing
property relations on the land. It seems certain that as long as landed
property remains fragmented and unequally possible solutions. One is that
the owner of a DTW (2 cusec, or bigger) take charge of the production
process, leasing in all the land in the command area. The production
process becomes organized around the irrigation device and not the land.
The entrepreneure could also be the owner of a rice mill. Of course the
process need not be restricted to rice or cereal crops. There are occasional
reports of such “irrigation capitalists” emerging in the countryside, and the
process could be consciously encouraged.

The other solutions is of course an egalitarian land redistribution. This is
no longer discussed in policy discourses, no doubt because it is so
manifestly unlikely to occur. Also, it would not in itself solve the central
problem-creating productive employment for surplus labour. This
employment will have to be found largely outside agriculture. This seems to
be happening already, but at wretchedly low levels of productivity and
income. If these basic parameters remain unchanged, no amount of
tinkering with prices or distribution systems will succeed in getting
agriculture really moving paradoxically the key to agricultural development
may lie in industrial development.
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Table-1: Acerage Under Differnt Crops, 1983-84: Census Vs. Annual Data

Area in 000 Acres

Annual Statistics* Ag. Census

Crop (Av. of 1982-83 1983-84
and 1983-84)

Rice 26112 22839
Wheat 1292 1323
Minor cereals 133 572
Pulses 716 2139
QOilseeds 650 1439
Spices 402 727
Vegetables, of which, 776 1136
Potatoes 272 330
Sweet potatoes 162 146
Others 342 660

* The averaging was done because the Census figures are in fact also bienial averages.
Soures : O.D.K. Norbye, “Internal Inconsistencies in Agricultural Statistics” in Agriculture
Sector Review Compendium Volume |,

Table-2: Average Growth Rates by Subsectors

Subsector Period
FY 73-78 FY 77-81 FY 82-87 FY 73-87

Crop agriculture 79 26 2.0 3.0

Livestock 1.4 83 28 6.2

Fisheries -3.0 8.0 2.8 2.2

Total 8.0 26 2.2 2.9
Source: Internal World Bank Document.
Table-3: Cereals: Production in 000" MT (1975-76 to 1988-90)
YEAR AMAN AUS BORO WHEAT TOTAL
1975-78 7158 3282 2323 218 12981
1976-77 7017 3058 1676 259 12010
1977-78 7541 3154 2275 349 13319
1978-79 7548 3341 1960 595 13444
1979-80 7420 2854 2466 823 13563
1980-81 7963 3289 2630 1082 14974
.981-82 7209 3270 3152 967 14598
1982-83 7603 3066 3546 1095 15310
1983-84 7936 3222 3350 1211 15719
1984-85 7930 2783 3673 1464 15850
1985-86 8542 2828 3671 1041 16082
1986-87 8267 3129 4010 1091 16497
1987-88 7690 2993 4731 1050 16464
1988-89 6863 2856 5830 1023 18572
1988-90* 8500 2500 7000 1000 19000
* Provisional.
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Table-4: Gereals: Area In “000” Acre (1975-76 to 1989-20)

YEAR AMAN AUS BORO WHEAT | TOTAL
1975-76 14230 8447 2836 370 25883
1976-77 14348 7948 2112 395 24803
1977-78 14254 7810 2702 467 25233
1978-79 14340 7990 2648 655 25633
1879-80 14753 7501 2838 1070 26162
1980-81 14911 7687 2865 1460 26923
1981-82 14847 7770 3218 1319 27154
1682-83 14805 7803 3540 1282 27430
1983-84 14837 7753 3480 1299 27349
1984-85 14108 7257 3890 1670 26923
1985-86 14869 7027 3787 1334 27017
1986-87 14950 7173 4080 1445 27648
1987-88 13809 6889 4905 14786 27079
1988-88 12790 6633 5971 1369 26763
1989-90° 13870 6500 7000 N.A. -
* Provisional.
Table-5: Cereals: Yield In (MT/Acre) (1975-76 to 1989-90)
YEAR AMAN AUS BORO WHEAT TOTAL
1975-76 0.50 0.38 0.81 0.59 2.28
1976-77 0.48 0.38 0.79 0.65 2.30
1977-78 0.52 0.40 084 0.74 2.50
1978-79 053 0.41 0.74 0.81 2.49
1979-80 0.50 0.38 087 0.76 251
1980-81 0.53 042 091 0.74 260
1881-82 048 0.42 0.97 0.73 260
1982-83 0.51 0.39 1.00 0.85 275
1983-84 0.53 0.41 0.86 0.83 2.83
1984-85 058 0.38 0.94 0.87 2.75
1985-86 0.57 0.40 0.96 0.78 2.71
1986-87 055 0.43 096 0.75 269
1987-88 0.55 0.43 0.98 0.58 2.54
1988-89 054 0.43 098 0.75 299
1689-90" 0.61 0.38 1.00 N.A. —
* Provisional.
Table-6: Changes In Area Sown By Season
Change in area (000 acres)
Aman+Aus
Fiscal Year Aman Aus Aman+Aus Boro +Boro
1986 to 87 -1141 -284 -1425 +825 -600
1987 to 88 -101¢ -256 -1275 +1066 -209
1988 to 89 +1080 -133 +951 +1029 +1980
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Table-7: Share of HYV In Total Preduction of Rice By Seascn

Year Share of HYV in total production
Aman Aus Boro
1973-74 0.29 0.16 0.73
1974-75 0.18 0.24 0.72
1975-76 0.17 0.27 0.71
1978-77 0.13 0.27 0.72
1977-78 0.08 0.29 0.66
1978-79 0.11 0.29 0.71
1979-80 0.23 0.30 0.78
1980-81 0.26 0.33 0.76
1981-82 0.23 0.31 0.80
1982-83 0.27 0.31 0.85
1983-84 0.26 0.31 0.85
1984-85 0.29 0.31 0.86
1985-86 0.29 0.33 0.88
1986-87 0.31 0.31 0.87
1987-88 0.32 0.30 0.91
Source: BBS, Statistical Yearbook, 1989.
Table-8: Flood Damage to Main Crops, 1984,1987, and 1988 (M. Tons)
: CROP LOSS
Crop 1984 1987 <1988
Local Boro 11,717 — -
HYV Boro 349,231 = -
Pajam Boro 12,877 - =
Total Boro 386.702" - -
Local Aus 378,835 187,620 na
HYV Aus 125,522 66,5652 na
Total Aus 504,357 254,185 50.509
B. Aman 256,953 246,045 644,810
L.T. Aman 94,574 485,683 804,420
HYV Aman 27,768 341,456° 810,560°
Total Aman 379,295 1,073,184 2.059.820
Total Rice 1.270.354 1.377.369 2,110,329
Jute (Bales) 1,055,846 142,817 144,644

Notes: 1. Recalculated to include Pajam.

2. Including Aus Pajam.
3. Including Pajam T. Aman.
Source : BBS, Yearbook of Agricultural Statistics of Bangladesh, 1987-88, pp131-2
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Table-10: Benefit: Cost Ratio of Different Vegetables, Fruits, Spices,
Pulses, Oilseeds and HYV Boro Rice

Cost and Return (Tk./ha)

Crops
Total Gross Net | Benefit: Cost
Ratio
: Cost Return Return

-Gross Net
Vegetables 19800 56483 36583 2.84 1.84
Potato 30658 95625 64967 3.12 2.12
Sweet Potato 15536 51166 35630 3.29 2.29
Pulses 8499 19080 10581 2.24 1.24
Oilseeds 12337 27149 14812 2.20 "1.20
Fruits 28572 167071 138499 5.85 4.85
Spices 25538 85789 60251 3.36 2.36
Maize 12094 28860 16766 2.40 1.39
Boro HYV (TADP)| 18123 38319 20196 2.11 1.11
Boro HYV 15915 32281 16362 2.03 1.03

(IDA DTW-2)
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Table-11: Minor Crop/Paddy Price Ratior, 1978-79 to 1987-88

v Fruits Oilseed Pulses Spices Vegetales
b Banana Mango Rape & Masur Chillies Onion Karala Brinjal Potato
Mustard

._o.\m-._ﬁ 1.05 1.81 1.93 1.42 325 0.65 0.64 L 0.62 0.64
1979-80 112 2.16 2.01 1.42 3.26 0.83 0.75 0.69 0.49
1980-81 1.33 2.89 2.58 2.13 4.43 1.39 0.62 063 0.55
1981-82 1.42 2.31 1.94 1.95 3.30 1.01 0.78 0.49 0.38
1982-83 0.92 0.87 1.84 1.73 3.33 0.82 0.51 0.44 0.33
1983-84 1.01 0.85 2.42 1.53 7.78 0.58 0.78 0.65 0.62
1984-85 1.28 1.19 1.83 1.18 5.70 0.87 0.88 0,61 0.44
1985-86 1.42 1.16 2.48 2.23 3.15 1.13 1.04 0.65 064
1986-87 1.13 1.89 2.02 2.08 | 4.48 0.82 0.76 0.85 0.63
1987-88 - - 1.562 1.72 4.73 1.05 0.95 0.39 0.37
1988-89 :

Source: Calculated from Statistical Yearbook of Bangladesh 1987,
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Table-12: Exports of Selected Agriculral Product Value in Tk. Million,
Quantity in M. Tons 1983-84 to 1987-88

1983-84 | 1984-85 1985-86| 1986-87 | 1987-88

1. Vegetables (fresh/frozen)
Quantity —= - = = -
Value 77.64 105.84 470.12 526.90 480.62

2. ‘Thamaind, fresh or dried
Quantity 880 555 5112 1219 35

Value 4.38 2.79 31.75 17.87 228

3. Fruits, nee.

Quantity == — — — ==

Value 539 7.81 2258 9.74 23.28
4. Molasses

Quantity 3188 13542 nil nil 12007

Value 5.20 18.18 o nil nil 23.18
5. Ginger 252 208 115 nil nil

Quantity (0.65) (0.53) (0.28)

Value 8.27 7.48 297 nil nil
6. Animal feed!

Quantity = — — == =

Value 75.35 79.90 486 3.56 nil

1. Chietly bran. Export discontinued after 1984-85

Source: BBS, Yearbook of Agricultural Statistics in Bangladesh, Table 12.3.

Note: (i) A(-) means "not available”.
(i) Figures in brackets under “Quantity” show exports as a percentage of total
production (productions figures from same source, various tables).
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Table-13: Imports of Selected Agricultural Products into Bangladesh 1983-84 to 1987-88

1883-84 1984-85 1985-86 | 1986-87 | 1987-88
1. Lentils
Quantity — — =y 563 21773
(0.38) (13.72)
Value — = — 515 | 255.50
2. Grams. dry, white 154 — 221 1300 710
Quantity (0.18)" — (0.28) (1.59) (0.95)
Value 0.119 e 3.59 13.31 7.19
3. Vegetables, leguminous, ;
fresh/dried/frozen
Quantity 600 — 590 1088 22968
Value 2.67 = 5.69 9.83 212.12
4. Onions, shallots leeke
Quantity 246 3741 5625 3270 12866
(0.18) (2.66) (4.12) (2.51) (9.15)
Value . 0.967 20.08 40.38 18.94 146.17
5. Oranges (fresh/dried)
Quantity 6033 5762 7630 8618 2786
(245) (271) (441) (568) (286)
Value 24.83_ 24.28 51.48 53.67 21.99
6. Betel nut :
Quantity 10104 13517 9088 6179 3630
; {41.75) (59.55)| (39.46) (28.39) | (18.19)
Value 96.94° 308.75 243.27 131.92 76.07
e Other_ fresh fruit n.e.c.
Quantity = = — = =
Value 43.70 5253 87.05 76.64 57.53
8. Chillies, dry, unground
Quantity 1942 4175 12 565 3452
(4.22) (9.33) neg. (1.31) (7.63)
Value 33.83 84.22 0.56 9.50 £68.90
9. Ginger -
Quantity 172 _— == 936 6008
(0.44) oy e (2.31) (15.13)
Value 4.96 — = 9.46 69.16
10. Rape seed
Quantity 19940 155872 — 87495 127587
(7.88) (5.46) —| (3828 (5747
Value 177.69 208.54 = 587.42 1006.47

Source: BBS, Yearbook of Agricultural Statistics for Bangladesh, Table 12.4.
Notes: (1) A (-) means "notavailable”
] {2) An asterisk () means the figure is suspect, possibly a mispoint.
(3) Figures in brackets indicate imports as per cent of domestic production.
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Table-14: Import and Harvest Prices, Selected Minor Crops, 1983-84 to

1986-87 (Price in Tk./ton)

Year

CroplF;rice 1983-84 | 1984-85 1985-86 | 1986-87
1. Lentils:

Harvest price 6802 6256 10395 11473

Import price ~— — - 11735

NPC (Harvest over

Import price) — — — 0.98
2. Onions:

Harvest price 2565 4597 5261 4931

Import price 3930 5368 7179 5792

NPC 0.65 0.86 0.73 0.85
3. Ginger”

Harvest price 20295 19285 27770 41415

Export/import price | 32817 | 35789 25826 36966

NPC ' 0.62 0.54 1.08 1.12
4. Rape seed

Harvest price? 10764 9717 11541 12130

Import price 8911 | 13392 — 6713

NPC 121 0.73 - 1.80
5. Chillies, dried,

unground Harvest 34541 30227 14708 26869

Import price 17420 20172 46667 16814

NPC ' 1.98 1.50 0.32 1.60

Source : For harvest prices, BBS op. cit, Table 9-2, 1-2. For import prices, same as for Tables

11 and 12.

* Harvest prices have been mutiplied by 2.5 to arrive at dry-weight equipment prices.
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Table-15 (Contd.)

1985-8B6 10686-87 1987-88
Relative shares  Area® Yield Prodn Relative share Area Yield Prodn Relative shares '
‘000" kgrha 000 ‘000" kgtha 000
Inland Total_ (ha) (M) Inland Total {ha) (MT) Inland Total

INLAND-CAPTURE - - 1031.6 188 201,152 ., 327 24.7 1031.8 183 195.000 32.8 23
Rivers Sunderbons 36 26 - - - - - — - - - -
Flood lands 32 24 2832.8 65 183,706 30.8 22,6 28323 63 179,000 30.0 22
Beels 8 6 114.2 308 42,077 7.0 52 114.2 421 48,000 8.0 6
Kaptai lake <0.5 <0.5 68.8 58 3.981 <1 <1 68.8 59 4,100 0.7 0.6
Sub-total 75 55.7 4047 .3 - 431,008 72.2 52.9 40473 - 426,100 71.3 516
INLAND CULTURE
Ponds 21 16 146,9 973 142,876 24 17.5 146.9 1000 147,000 24.5 13
On-bow lakes <01 <0.1 55 214 1,174 21 <1 55 218 1,200 0.2 0.1
shrimp Polders a 2 873 253 22,050 a.7 27 87.3 279 24,400 4.0 27
Sub-total 25 18.2 239.7 = 166,100 278 20.4 739.7 - 172,600 28.7 29.8
INLAND TOTAL 100 73.9 4287.0 Ly 597,106 100 73.3 4287 - 588,700 100 724
MARINE {Marine) (Marine) (Marine)
Industrial 5.7 15 = = 28506 5.7 1.5 - — 10,364 45 138
Artisanal 94.3 24.6 - — 205,223 943 25.2 ~ — 218,638 955 26.
Sub-total 100 28.1 = — 217,579 100 26.7 — — 229,000 100 27.6
COUNTRY TOTAL 100 100 - — 314,685 100 100 - — 827,700 100 100

¥ Fishery area under permanent water will possibly remain u
According to one estimate (Marr, 1985) the floodlands fishery area in the year 2005 will be reduced no 2.1

Source: Ministry of Fisheries and Livestock.

million

ha.

nchanged, but the floodlands fishery is likely to shrink with time.
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Table-16: Area Irrigated by Methods

(000 Acres)
Method 1977-78 1978-79 1979-80 1980-81 1081-82 1982-83 1083-84 1984-85 1985-86 1986-87 1987-88
Power Pumps 1370 1434 1536 1645 1740 1845 1647 1681 1504 1630 1303
Annual growth rate © 0,047 0.071 0.071 0.058 0.060 -0.11 0.021 -0.11 0.084 -0.20
Tube-wells 314 396 446 548 670 1018 1648 2171 2379 2426 3624
Annual growth rate 0.261 0126 0228 0223 0520 0619 0318 0095 . 0020 049
Canals 296 246 302 an 404 396 331 364 403 384 285
Annual growth rate 017 0225 0230  0.086 -0.02 .0.16  0.101 0106 -005 -0.28
Doons 980 962 977 912 809 726 689 454 421 441
Annual growth rate -0.02 0.016 -0.07 -0.11 -0.10 -0.19 -0.23 -0.07 0.048
Swing baskets 154 171 182 205 212 209 207 196 207 233
Annual growth rate 0.111 0.059 0,130 0.034 -0.01 -0.01 -0.05 o.om.._, 0.128
Others 474 452 430 369 358 372 322 254 269 319 588°
Annual m_d__ﬁ_._ rale -0.05 -0.05 -0.14 -0.03 0.040 -0.13 -0.21 0.059 0.186
Total 3589 3662 3873 4050 4264 4566 4744 5121 5183 5434
Annual growth rate 0.020 0.058 0.046 0.053 0.071 0.039 0.079 0.012 0.048

Source: Agricuture Stalistics B.B.S.
* Including doons and swing baskets.
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Table-17: Yield of Boro

Area Production Yield
(000 acres) (000 acres)

1979-80 1788 1990 1.08

1980-81 - 1845 1990 1.08

1981-82 2218 2515 1.13

1982-83 2670 3031 1.14

1983-84 2635 2832 1.07
1984-85 3040 3348 110

1985-86 2998 3219 1.07

1986-87 3311 3580 1.08

1987-88 4050 4294 1.06

Source: Statistical Yearbook 1989, p. 160.
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Table-20: Fertilizer Sale by Year
(in ‘000" m. tons)

Year ' Fertilizer % increase (+) or
sale decrease (-) from the
previous year
1980-81 875.18 -
1981-82 82820 -5
1982-83 968.86 +17
1983-84 1129.68 +16.
1984-85 1261.60 +12
1985-86 1151.78 -9
1986-87 1320.94 St 1
1987-88 1513.65 +14 \
1988-89 (upto May) . 1547.33 +2 )
Source: BADC

Table-21: Sale of Fertilizer by Month

In ‘000" m. tons)

Month 4 Actual Sale % (+) or (-) over
1987-88 1888-89 last year

July 74.92 78.35 (+) 4
August 69.74 109.31 (+) 57
September 135.68 128.20 (-)6
October 126.61 154.10 (+)22°
November 166.04 177.00 (+7
December 155.13 105.39 (-) 32
January 172.74 193.21 (+) 12
February 227.01 249.72 (+) 10
March 175.43 219.96 (+) 25
April 51.15 78.55 (+) 54
May 85.52 52.54 (-) 20
Sub-total 1419.97 1547.33 (+) 8
June 93.69 - — -
Grand Total 1513.66

(Source: BADC & D.G. Food)
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Table-22: Farmers Purchase Price (National Average) of Urea From 1987-
88 to 1989-90 (Tk./KG)

Month 18987-88 1988-89 - 1989-90
July 4.89 5.02 5.06
August 4.95 5.02 5.05
September 4.96 5.03 5.07
October 4.95 5.04 5.05
November 4.95 5.04 5.03
December 4.97 5.02 4.95
January 88 4.97 5.02 4.90
February 4.99 5.02 " —
March 5.02 5.10 =
April 4.96 5.18 —
May 4.96 5.08 -
June 5.00 5.06 =

Source: Department of Agricultural Marketing.

Table-23: International Comparison of Urea Costs and Price, 1987-88 (US$ Per Ton)

Country Cost ltems

Import | Ex-factory | Marketing Total | Farmer's | Subsidy’

Price Price Cost Cost Price
Bangladesh 117.09 21.¢e1 139.00 153.60 -14.60
India: ] '
Public 266.92 2053 | 20645| 181.19| 11526
Private 266.92 27.99 | 204.91| 18119 11372
Indonesia 85.70 23.75 | 189.45 97.06 12.39
Malaysia (Public) 118.00 3205|  150.95|  Zero| 150.95
Nepal 143.00 7626 | 219.26 | 178.18 41.08
Pakistan 95.15 1853 | 113.70| 144.10 -30.40
Philippines 120.29 4108 | 161.77| 16177 0
Republic of Korea 224,52 3224 | 25676 | 243.17 13.59
Sri Lanka 125.00 48.16 | 173.16 98.95 74.21
Thailand 110.06 30.32 | 14938| 14038 0

Source: Agro-Chemicals News in Snit, September 1889.
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A METHODOLOGY FOR ESTIMATING GROWTH RATES
OF MAJOR CEREAL CROPS IN BANGLADESH AND
ITS POLICY IMPLICATIONS '

KHANDAKAR QUDRAT - | ELAHI
A. M. MUAZZAM HUSAIN
M. LUTFOR RAHMAN

INTRODUCTION

One of the factors significantly affecting the growth of the agricultural
sector in Bangladesh is the government policy. Policies based on a
methodologically correct and objective assessment of the various
parameters determining agricultural production and growth are apt to be -
successful in guiding the development process in the right direction. At the
same time, policies based on erroneous data or incorrect methodology may
lead to undesirable consequences and poor performance of the policies
themselves. )

In recent times there has been a slowdown in the growth rate of the
cereal crop sector in Bangladesh. But question may arise about the exact
nature of this fall. According to Parthasarathy and Chowdhury (1989) the
growth rates of area, production and yield of cereal crops were 0.89%,
2.86% and 1.97% respectively during 1976-87 and 0.19%, 2.22% and
2.03% during 1981-87. These estimates are subject 10 criticism due to a
questionable methodology used to drive the results, and hence any policy
prescription based on these estimates are apt to be inappropriate.

In this paper discussion is focused on a specific methodological aspect
relating to the estimation of growth rates in the cereal crop sector and
consequent policy implication of the same.

The main objective of this paper is to develop a new methodology for
consistently estimating/computing relevant parameters. The paper has
been organized as follows: The next section discusses the deficiencies of
the methodology used in the past studies. In Section Ill, methodology of
the present study is developed. Results and discussion are furnished in
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Section IV. finally, conclusion and palicy implications are presented in
Section V. : :
DEFICIENCIES OF METHODOLOGY USED IN PAST STUDIES FOR
ESTIMATING GROWTH RATES OF AGRICULTURAL CROPS

Several studies have estimated growth rates in area, production and
yield of agricultural crops fitting semi-log functional forms by using OLS
method [3,5,6,10] 1987. This methodology may be described as follows:

YI=AebTE .................. e iR TS i (Rl e (1)

where, Yl is dependent variable: T is time period, A & b are constants and E
is the disturbance term.

This function can be linearized as follows:

Ln Ytzln REDRIRE - o D e e s AR - I (2)
The OLS estimate of b is growth rate of the dependent variable.

The above methodology has been used to estimate growth rates of
areas, production and yield of individual crops as well as crop aggregates.
Econometrically, it is a correct procedure to estimate growth rates of area
and production of individual crops fitting semi-log functional form by the
OLS method. But it is not conceptually correct to estimate growth rates of
area and production of crop aggregates or yield by the OLS method,
particularly when these results are presented together. This is because,
there is an identity relationship between area and production of individual
crop and area and production of crop aggregates and yield. Consequently,
estimated growth rates of area and production of Crop aggregated and yield
may be incorrect.

METHODOLOGY USED IN THE PRESENT STUDY FOR ESTIMATING
GROWTH IN AREA, PRODUCTION AND YIELD OF MAJOR CEREAL
CROPS

To estimate growth rates of cereal crops, three types of variables may be
considered; (i) area and production of individual cereal crops; (ii) yield of
individual cereal crops; and (iii) area, production and yield of cereal’
aggregates. This section shows the mathematical model for estimating
growth rates of the above mentioned variables.

To illustrate the procedure of growth rate estimation, two important
cereal crops in Bangladesh viz. Aman and Boro -are used as examples.
Area, production and yield of Aman and Boro are defined as follows:

143



Bangiadesh Journal of Political Economy

Pa = Production of Aman

Pb Production of Boro
Acreage of Boro

Acreage of Boro

Time

Pa+Pb = Total production

TA = Aa+Ab = Total area.

_Pa
" Aa
Pb

Yb = .A-E = Yield of Boro

& &

_—d—|

]

Ya = Yield of Aman

B , ;
Ya+bh = TA = Yield of Rice

To estimate growth rates, the following equations may be written:
Pa =C1ed1TE1 ....................................................................... 3)

d,T
e (@)

T
Aa =Cse 3 E:5
dT

D e Baioh i s A B e e

Pa
TP

TP
O ——— S (11)

Taking natural logarithm of both sides, we have —
In Pa In C1+c[1T+[nE1 ........................................................... (12)

NP = N Gt THINE poormerssssssnsssis oo e (13)

InAa = In 03-1-d‘,3T+InE3 e e T A A e )

in C4+d4T+InE4 ............................................................ (15)

In (Pa+Pb) (IN Pa+n PD) ..o (16)

Yb

I

In Ab

InTP

n
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In TA"= In (Aa+AD) (IN A+IN AD) ........ooopdoetes i (17)
InYa = InPa-dnAa .............o.... 8. fdtun yertohos hoifory 2 (18)
BN D =R AD s> dot v b srsnormep - ot o te e on o et (19)
InYa 3b = InTP-InTA

= In(Pa+Pb)-In (Aa+Ab) .................. FIIeIOUS9) ISTO (20)

The time derivatives are growth rates. The differentiation of equations
(12) to (20) with respect to time will yield the following:

d In Pa S d!nPb_d_ dlnAa_d
dr i ar - o Dy i3
d In Ab ey
dT R
dlin Ya _dlnPa_ci!nAa_d_':I
dT A 5 3 o A s
dinYb - . dinPb dinAb_ . .
- R N | TP e
dinTp e
o7 =37 In' (Pa+Pb)
1 d
= pgep 2 e PR
ex (d Pa L.4dPb )
~Pa+Pb  dT dT
' dPa_ __dinPa
BUt dT — pa dT
d Pb dlIn Pb
and =P
dinTb 1 din Pa . dInPb
ot oy rverR i e R e
Pa Pb
=Pa+Pb %1+ PazPp 2

This states that the growth rate of a sum is a weighted average of the
rates of growth of components (Chiang 1984)—

dinTA .
dT
dinYa+b dIn(Pa+Pb) d In (Aa+AB)

-dT = (o § dT

Pa Pb Az Ab

~Gpdi+tTpd) A% tTA W

. Aa Ab
=TA d3 + TAd4
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The coefficients cl_l . d2, d3, and d , can be consistently estimated by the
'OLS method and other growth rates can be computed.

it will be conceptually wrong to estimate growth rates of TP, TA, Ya, Yb
and Ya+b. To estimate the growth rates of these variables, the following
functional relationship must be assumed: '

InTA=1 (T)+InEg

InTA =1, (T) +InEg

ln\(.':l=f:.3 (T) +1n E7
!an=f4 (T)+lnEB
InYa+b=f5 (T) +In Eg

This means that total production and yields are no longer.ident'ities.'
Consequently, estimated TP, TA, Ya, Yb and Ya+ b may not be equal to
computed TP, TA, Ya, Yb, and Ya+b. Additionally, gstimated growth rates
may not be equal to computed growth rates.

To summarize, growth rate of area or production of an individual crop
may be estimated directly from data. But growth rate of area and production
of crop aggregates must be caiculated as an weighted average of growth
rates of components. And the growth rate of yield must be calculated as the
difference between the growth rates of production and acreage.

RESULTS AND DISCUSSION :

In this study, means and growth rates of area, production and yield were
estimated/calculated for four major cereal crops in Bangladesh, viz. aus,
aman, boro and wheat. Eighteen variables were analysed for area,
production and yield of each crop: aus local (AL), aus HYV (AH), aus total
(AT), aman local (AML), aman HYV (AMH), aman total (AMT) , boro local (BL),
boro HYV (BH), boro total (BT), wheat local (WL), wheat HYV (WH), wheat
total (WT), rice local (RL = AL + AML + BL), rice HYV (RH = AH + AMH + BH),
rice total (RT = AT + AMT + BT), cereal local (CL = RL + WL), cereal HYV
(CH = RH + WH), and cereal total (CT=RT + WT). The time series data used
in the study cover the period 1972-73 to 1987-88. Thus, data since
independence to the most recent years were analysed.

In order to cornpare changes in area, production and yield over time,
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analyses were done for three time periods i.e. 1972-73 to-1987-88; (ii) the
70's i.e. 1972-73 to 1879-80; (iii) the 80's i.e. 1980-81 to 1987-88.

The major objective of the discussion is to examine the nature of
changes in different variables between the 70's and the 80's. The results
are discussed below. Detailed estimates are given in the appendix.

Means and Growth Rates of Area

The mean of total cereal area increased by about ten million acres from
the 70’s to the 80's (Table-1). In the 70's the mean area was 251-3 million
acres while it increased to 261-6 million acres in the 80's. The increase in
mean total cereal area was mainly due to increased wheat area because the
mean total rice area hardly changed between the 70's and the 80's. It
should be noted that area under aus and aman decreased while area under
boro increased. Area under local variety of all cereal crops decreased while

* the same increased under the HYV in the 80's.

Table-1: Mean Acreage of Major Cereal Crops in Bangladesh

(Million Acres)
Crops Time period
1972-73 t01987-881972-73 to 1979-801980-81
jo 1987-88

AAL 66.4 70.7 62.1
AAH - 9.8 7.4 12.1
AAT 76.2 781 74.2
AAML 120.1 128.7 111.3
AAMH 19.1 13.4 24.8
AAMT 139.2 142.1 136.2
ABL 10.1 11.6 8.6
ABH 21.5 14.6 28.5
ABT 31.6 26.3 371
AWL 1.0 1:5 0.5
AWH 8.5 3.4 13.6
AWT 9.5 4.8 14.1
ARL 186.5 211.0 182.1
ARH 50.4 35.4 _ 654
ART 2470 246.5 247.5
ACL 197.5 212.5 182.5
ACH 58.9 38.8 794
ACT 256.5 251.3 261.6

Growth rate of total cereal area declined in the 80's ('ﬁabie-z). The growth
rate of total cereal area in the 80's was 0.32% while it was about 2% during
the 70's. The growth rate over the entire time period was 1.05%. The
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decreased growth rate of cereal area in the 80's was due to decreased
growth rates of area under both rice and wheat. The growth rates of area
under local varieties of all crops except wheat was negative. On the other
hand, the growth rates of area under the HYV of all crops were positive. But
except HYV and total boro and local wheat, all growth rates in the 80's were
lower than those of the 70's. '

Table-2: Growth Rates in Area of Major Cereal Crops in Bangladesh

(in Percentage)

Crops Time period

1872-73 to 1987-88 | 1972-73 t0.1979-80 1980-81 to 1987-88
AAL -1.78 -1.16 2.97
AAH 3.14 14.91 10.49
AAT -1.14 0.36 2.40
AAML 0.76 1.78 -0.92
AAMH 6.80 7.52 4.31
AANT 0.27 232 0:03
ABL -4.20 1.68 -4.78
ABH 8.31 1.23 9.52
ABT 4.31 1.42 6.20
AWL -12.00 -24.00 0.48
AWH 23.00 41.93 2.19
AWT 19.30 22.20 2.12
ARL -1.28 0.78 -1.80
ARH © 6.73 6.47 5.87
ART 0.35 1.60 0.22
ACL -1.33 0.60 -1.79
ACH 9.07 9.57 5.23
ACT 1.05 1.9 0.32

Means and Growth Rates of Production
Table-3 shows that the mean total cereal production increased by 33.5

million tons in the 80's. The average cereal production-was-121.5 million in -
the 70's which increased to 155.0 million tons in the 80's! This increased
cereal production was due to both increased rice and wheat production.
Rice production increased by 25.4 million ton while wheat production
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increased by 8.0 million ton. Production of local varieties of all cereal crops
declined but production of all HYV cereal crops increased.

Table-3: Mean Production of Major Cereal Crops in Bangladesh

(Million tons

Crops | Time period |
1872-73 to 1987-88 | 1972-73 to 1979-80 | 1980-81 to 1987-88
PAL 21.5 222 20.8
PAH LA 7.0 i 95
PAT 29.7 292 30.3
PAML 56.4 56.5 56.3
PAMH 16.5 1.5 215
PAMT 72.9 68.0 77.8
PBL 57 6.1 52
PBH 22.9 15.2 306
PBT 28.6 213 358
PWL 0.3 0.4 02
PWH 6.8 2.6 11.0
PWT 7.1 3.0 11.2
PRL 83.6 84.8 82.3
PRH 47.6 33.7 61.6
PRT 131.2 1185 143.9
PCL 83.9 85.2 825
PCH 54.4 36.3 726
PCT 138.3 121.5 155.1

Table-4 shows that the growth rate of total cereal production declined in
the 80's. In the 70's the growth rate was 4.82% which decreased to 1.64%
in the 80's. The growth rate for the entire period was 2.27%. Diverse
pattern of growth rates of production of different crops for different varieties
are observed. First growth rates of both local and HYV aus and wheat were _
negative in the 80's. Yet, compared to the 70's the growth rates of local .
varieties increased while that of HYV decreased in the 80's while that of
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HYV aman and boro increased. Third, the growtth rates of production of rice
local, rice HYV and rice total were respectively — 0.44%, 5.39% and 1.81%
in the 80's but they were 3,83%, 4.21% and 3.93% in the 70's.

Table-4: Growth Rates in Production of Major Cereal Crops in Bangladesh.

(In Percentage)

. Crops Time period ‘ :

1972-73 to 1987-88 | 1972-73 to 1979-80 1980-81 to 1987-88
PAL —-0.71 — 267 —0.49
PAH 1.20 19.00 —2.16
PAT - 0.18 2.52 —1.01
PAML - 0.50 717 .07
PAMH 6.55 -3.12 351
PAMT 1.09 5.42 -1.02
PBL —-3.11 ~3.42 — 575
PBH 6.96 2.95 9.06
PBT 495 1.12 6.91
PWL -929 —21.27 — 065
PWH 15.02 49.79 — 0.56
PWT 13.97 40.31 - 057
PRL —0.73 3.83 - 044
PRH ~5.82 4.21 5.39
PRT 1.64 3.93 1.81
PCL - 0.76 3.71 - 044
PCH 8.96 7.47 4.49
PCT 2.27 4.82 1.64

Means and Growth Rates of Yield

The average cereal yield increased in the 80's (Table-5). The mean
cereal yield was 0.48 ton/acre in the 70's which increased to 0.60 ton/acre
in the 80's. The increased cereal yield was due to a significant increase in
the yield of local varieties. Both mean rice HYV and cereal HYV yields
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declined in the 80's because of a significant fall in the yield of aus HYV.

The growth rate of yield of cereal production decreased in the 80's. The
growth rate was 2.8% in'the 70's which. decreased to 1.32% in the 80's.
This is because of a significant fall in the growth rates of local varieties of rice
and wheat. The growth rates of yield of HYV rice and cereal were negative
in.both the 70's and the 80's: but they were less negative in the 80's.

Weighted average growth rates of yields of all HYV Crops were negative
in the 80's; yet the growth rate of HYV aman increased. Growth rates of
yield of local aus and aman were positive while those of boro and wheat
were negative. Among the local varieties only the growth rate of local aus
showed a significant increase in the 80's.

Table-5: Mean Yield of Major Cereal Crops in Bangladesh

_ (Ton/Acre)

Crops Time period '
1872-73 10 1987-88 | 1972-73 to 1979-80 | 1980-81 to 1987-88
YAL : 0.33 : . 0.31 1.34
YAH - 0.88 0.97 0.78
YAT 0.39 0.37 0.41
YAML 0.50 0.44 0.56
YAMH 0.91 0.88 0.95
YAMT 056 | 0.48 0.63
YBL 0.56 0.53 0.60
YBH 1.06 1.04 1.08
YBT 0.89 0.81 0.96
YWL 0.33 0.29 0.36
YWH . 075 0.70 0.80
YWT 0.68 ' 0.56 - Clerm
YRL 0.43 0.40 | 0.47
YRH 0.94 0.95 0.94
YRT 0.54 0.48 0.59
YCL ‘ 0.43 0.40 0.47
YCH 0.93 0.94 0.92
Yok ., 0.54 0.48 0.60
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jor Cereal Crops in Bangladesh

Table-6: Growth Rates in Yield of Ma

Crops Time period. WikS e
| 1972.73 10 1987-88 | 19727310 1079-80 | '1980-8110 1087-88

YAL 1.07 ; 2als 5§40 2.48
YAH —1.04 409 — 265
YAT 1.32 216 1.38
YAML 0.26 539. 0.9
YAMH —0.25 ' Lyoe4] - —.0.80
YAMT " 083 311 " 099
YBL 1.09 557 - 097
YBH ~1.35 1.72 — 046
YBT 064 ~0.29 0.71
YWL 210 273 =i
YWH —7.98| 7.86 —275
YWT —5.34 18.11 — 268
YRL 055 3.05- 1.36
YRH — 051 _ 226 © 048
YRT 1.29 230 1.59
YCL 57 3.11 1.35
YCH w44 ~2.10 — 0.74
YCT 1.22 2.80 1.32

CONCLUSION AND POLICY IMPLICATIONS

Several conclusions can be draw
cereal area increased by about ten mi

n from the mean analysis. First, mean
llion acres in the 80's due to mainly

increased wheat acreage. Rice acreage increased by only one million acres.

Area under local varieties of all cerea
increased. Second, mean cereal
million tons in the 80’
Production of the HYV incre
0.6 ton/acre in the 80's due to significant incr
varieties. Mean yield of all HYV crops increase ex

s due to both

fall in the mean yield of HYV aus rice.

The growth analysis suggests that t
growth of the cereal se
-acreage declined to 0.32%
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ased. Finally, mean cereal yield increased by
ease in the yield of local
cept aus. There was a big

here has been a slow-down in the
s. First, the growth rate of cereal
in the 80's which was about 2% in the 70's due
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to decreased growth rates of rice and wheat area. Growth rates of area
under all local varieties were negative in the 80's. All the growth rates of
area under the HYV were positive, they were lower than those of the 70's.
Second, growth rates of cereal production decreased to 1.64% in the 80's
from 4.82% in the 70's due to both decreased growth rates of production
of cereal local and cereal HYV. Compared to the 70's growth rates of
production increased for aus local, aman and boro HYV. Growth rates
declined in case of other crops.

Finanlly weighted average growth rates of cereal yield decreased to
1.32% in the 80's from 2.8% in the 70's due to significant fall in the
weighed average growth rates of local varieties of all cereals. Growth rate
increased for aus local, aman HYV and boro local. .

The results reported in this study are substantially different than those
obtained by Parthasarathy and Chowdhury (Table-7). Although it may be
noted that the data period of these two studies are not exactly the same, it
is possible that the different results may be, do to different methodologies
used. The rates of growth of area of rice all cereals and all HYVs are higher
in EHR than those of PC. But rate of growth of production and yield are
much lower in EHR than those of the the rates of growth of rice and all
cereals were 1.81% and 1.64% respectively in a EHR while they were
- 2.23% and 2.22% in PC. The rates of growth of yield of rice and all cereals

were 1.59% and 1.32% in EHR while they were 2.09% and 2.03% in PC.
Thus, EHR shows much grerter slow-down of the cereal sector in the 80's
than PC does.

Table-7: Comparison Rates of Growths in the 80's in Parthasarathy and Chowdhury
(PC) and The Present Study (EHR).

Area Production _Yleld
PC EHR | PC EHR PC EHR
All Rice 0.14 0.22 2.23 1.81 200 | 159
All Cereal 0.19 0.32 2.22 1.64 208 1.32
All Locals -1.69: -1.79 -0.14 -0.44 1.85 1.35
All HYVs 4.93 5.23 5.28 4.49 0.35 . -0.74

Is this slow-down of the cereal sector due to government policies? An
appropriate answer will require a more rigorous analysis of the problem
which is beyond the scope of the paper.
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Moreover, complications in policy analysis arises from the fact that
policies are determined in a partial equilibrium framework while outcomes of
the policies are determined a general equilibrum framework. However,
intutively the government policies can be linked to the slow-down of the
cereal sector.

Amorig the government policies which have affected the cereal sector,
policies related to the withdrawal subsidies on key agricultural inputs are
thought to have a direct bearing [196]. The withdrawal of subsidies on
irrigation equipment and fertilizers has reduced the output price ratio which
means low profitability of cereal cultivation, particularly the modern varieties
that use these inputs more intensively. Thus reduced profitability have
played a significant role in slowing down the rate of growth-of the cereal
sector.

Other government policies which may have contributed to the slow
down of the cereal sector including reduction of the supply of agricultural
credit since 1984-85, reduction of real government expenditure on
agricultural activities etc. [1].
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Table-Al: Estimation of Growth Rates of Acreage with Dummies for 1972-73 to

1987-88 -
Variable  Trend Dummies R7R° DW
D1 D2 D3 D4 D5
AAL 00178 | 0084 | 0059 | 0.491 203
1184y | (2320 | (2287 | (1.99)"
AAH 00314| -152| -087| 014 167
(733 | (164517 | (988" | (-156)
AAML 00079 | -088| -0.08 o | 117
(2.95)" | (-21.66)" | (-1.89) :
- AAMH ooe8 | -113| -108| -075 0.43 045| 97| 97
(11.39)" | (-1203)" | (-1052) | (8.10) | @221 | (-470y
ABL 0042 | -0.15 -0.27 0.10 0.08 011 97 | 168
1750y | (872 | (6997 | 275" | @211y | (278y
ABH 0.0831 0.23 020| -0.17 0.26 95 | 180
(14.78)" | (229)* | (-2.18) | (-1.89)" | -(2.66)
AWL -0.12 7| 30
(-7.09)"
AWH 0.23 0.86 0.96 86 8
©.26) | (183~ | (205)"

Table-All: Estimation of Growth Rates of Production with Dummies for 1972-73 to

1987-88
: : =g
Variable Trend Dummies RR DW
D1 D2 D3 D4 D5

PAL -0.0071 -0.10 -0.11 -0.13 -0.13 9 3.17
(-3.04) (-2.50)" | (-3.09) | (322 | (-3.19)

PAH- 0.012 -1.58 -0.77 86 1.64
(1.89)" | (-14.69) | (-7.02)°

PAML -0.005 -0.26 -0.22 0.17 0.13 -0.18 | .86 1.76
(-1.49) (4.86)" | (-4.37)' | (374 | 300y | (-364)

PAMH 0.0855 -0.36 0.62 -0.89 -0.55 0.20 | .88 228
(18.53)" (5.76)" | (9.46)" |(-1483)" | (-0.10)" (3.30)"

PBL -0.0311 -0.28 0.25 0.20 0.17 016 | 93 | 210
(-11.05) (537 | (495 | (385 | (3.34) (3.09)"

PBH 0.0686 -0.40 -0.25 -0.39 94 1.40
(12.79)" (-3.86)* | (-242) | (-3.88)

PWL -0.098 0.46 0.54 -0.49 -0.43 -0.39 | 84 1.04
(-561)" (1.80) | (2.15)" | (-2.07)* | (-1.84)* (-1.67)

PWH 0.252 -1.79 -1.47 -0.68 0.58 -1.43 | 94 1.19
(6.42)" (4.34)" | (-3.83) {-1.73) (1.73) (-3.80)"
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Table-Alll: Estimation of Growth Rates of Acreage with Dummies for 1872-73 to

1979-80.
: = 22
Variable Trend Dummies R R D -—-W
D1 D2 D3

AAL 0.0116 -0.04 0.06 -0.04 .92 3.04
(-3.76) (-2.33) 439" | (252)"

AAH 0.1491 -0.96 .85 1.76
(3.01)" (-2.81)"

AAMH -0.0752 0.41 -0.57 0.91 .94 2.89
(-3.13)"" (3.21) (-4.50)* (6.00)

ABL -0.0168 -0.27 .65 .1.89
(-1.46) (-3.43)*

ABH 0.0123 -0.31 -0.25 72 1.7
(0.77) (-2.78)° (-2.73)"" :

AWL -0.2400 -0.21 0.22 -0.14 .99 2.96
(-25.64)" (-3.27)" (4.14) | (-2.86)"

AWH 0.4193 -.35 0.21 29 236
(34.68)" (-4.17)" (2.52)"*

Table AlV: Estimation of Growth Rates of Production with Dummies for 1872-73 to

1979-80
Variable Trend Dummies Hziﬂz D-w
D1 D2 D3 D4

PAL -0.0267 -0.15 0.12 48 3.0
(-2.66)™ (-2.34)*" (2.05)

PAH 0.1900 -0.70 0.35 0.37 -042 | .95 1.90
537 | (3.40)" (2.13) (2.43) | (-2.32)

PAML  0.0717 -0.29 .89 27
(7.71) (-4.44)

PAMH -0.0312 0.62 -0.51 0.67 .87 1.9
(-0.98) (3.65)" (-3.00) (3.30)" ]

PBL -0.0342 -0.27 0.26 .86 2.33
(-3.43)" (-4.01) (3.80)"

PBH 0.0295 -0.32 -0.23 .58 1.70
(1.87) (-3.12)° (-2.08)

PWL -0.2127 0.34
(-11.33) (2.58)" .96 2.11

PWH 0.4979 -0.35 0.44 0.23 Relel 2.60
(56.97)" (-5.68)" (7.31)° (3.78)"
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Table-AV: Estimation of Growth Rates of Acreage With Dummies for 1980-81 to

1987-88
Variable Trend Dummies thﬂz D—-W
D1 D2 D3
AAL -0.0297 -0.07 ' .90 2.00
(-7.90)" | (-2.56)" y
AAH 0.0049 _ -0.05 0.10 .79 2.31
(1.27) (-1.89) (3.68)"
AAML -0.0092 -0.05 -0.98 99 3.01
(-7.04)" (-7.23)" | (-108.14)*
AAMH 0.0431 -0.97 99 2.72
; (7.15) |. (-23.26)"
ABL -0.0478 -0.07 -0.08 97 1.90
(-15.85)" (-3.39)" (-3.68)"
ABH 0.0952 |’ .93 1.86
(8.93) 4
AWL 0.0048 -0.12 0.07 {1 - -0.11 86 1.72
(1.04) (-3.79) (2.40)" | (-4.04)
AWH 0.0219 0.18 0.21 87 2.21
(3.47)" (3.69)" (5.92)".

Table-AVI: Estimation of Growth Rates of Production with Dummies for 1980-81 to

1987-88
Variable Trend Dummies szF!2 D—W
D1 D2
PAL -0.0049 -0.12 -0.13 .91 335
(-1.57) (-5.83)* (-5.81)"
PAH -0.0216 -0.08 - -0.12 .86 3.05
(-4.94)" (-2.66)** (-4.14)"
PAML 0.007 0.06 -0.07 .48 2.19
: (0.11) (1.69) (-1.69)
PAMH 0.0351 -0.20 .89 1.23
© (4.50)" (-3.73)*
PBL -.0575 .82 2.62
(5.18)"
PBH 0.0906 .88 1.95
(6.72)"
PWL -0.0065 -0.25 .36 1.20
(-0.42) (-2.36)*
PWH -0.0056 -0.14 0.29 .80 2.39
(-0.60) (-2.18)"* (4.77)
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Table-AVIl: Estimation of Growth Rates of Area without Dummies for 1972-73 to

1987-88
Varizble | Reg. Co-efficient T-Values “AE D-W
AAL -0.017 -9.30° 86, \ 1.35
AAH 0.089 435" 57 A7
AAML -0.027 2.15" 25 1.21
AAMH 0.052 2.18" 25 1.02
ABL -0.038 7.26" 79 2.43
ABH 0.077 10.73* 89 1.07
AWL -0.120 -7.09* 78 30
AWH 0.230 7.94" 82 31

Table-AVIll: Estimation of Growth Rates of Production without Dummies for 1972-72

to 1987-88
Varizble | Reg. Co-efficient T-Values Rz. D-W
PAL -0.008 -2.50" 31 2.44
PAH 0.061 2.94° 39 53
PAML 0.006 1.06 07 B4
PAMH 0.067 3.67" 48 1.18
PBL -0.027 -3.83" Sl 2.64
PBH 0.077 8.57° .84 .95
PWL -0.099 -5.76" .70 o
PWH 0.252 7.26" 79 33

Table-AlX: Estimation of Growth Rates of Production without Dummies for 1972-73

to0 1978-80
Varisble | Reg. Co-efficient T-Values R D-W
AAL 0.0125 224" 45 1.95
AAH 0.2293 3.87 T - 0.74
AAML 0.01 1.59 .30 1.31
AAMH 0.0439 0.62 06 153
ABL -0.0201 1.05 16 287
ABH 0.0553 157 29 1.65
AWL -0.2358 1110 95 139
AWH 0.4294 15.97° 98 253
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Table-A-X: Estimation of Growth Rates of Production without Dummies for 1972-73

to 1979-80
Variable Reg. Co-efficient T-Values Rz D-W
PAL -0.0073 -0.67 .07 2.68
PAH 0.1959 3.21° .63 .80
PAML 0.0479 3.11° 62 1.25
PAMH -0.0304 -0.47 .04 1.75
PBL -0.028 -1.12 A7 3.21
PBH 0.0121 0.52 .04 2.02
PWL -0.2247 -8.87* .93 1.28
PWH 0.5078 13.48* .97 2.34

Table-A-XI: Estimation of Growth Rates of Area without Dumm

ies for 1980-81 to

1987-88

- Variable | Reg. Co-efficient T-Values H2 D-w
AAL -0.0241 -5.67" .84 1.16
AAH 0.0101 1.46 .28 2.58
AAML -0.0918 -1.97* .39 1.57
AAMH -0.0378 -0.81 .10 1.59
ABL -0.0444 -7.43 .90 1.78
ABH 0.0952 8.93° .83 1.86
AWL 0.0052 0.48 .04 315
AWH 0.0109 0.75 .09 2.56

Table-A-XlI: Estimation of Growth Rates of Producti

on without Dummies for 1980-81

to 1987-88
Variable Reg. Co-efficient T-Values R2 D-wW
PAL -0.0109 -1.13 i y
PAH -0.0201 -2.30" 47 2.39
PAML -0.0033 -0.46 .03 1.66
PAMH 0.0470 3.74” .70 2.69
PBL -0.0575 -5.16* .82 2.62
PBH 0.0908 6.72* .88 1.85
PWL 0.0084 0.46 .03 1.85
PWH 0.0084 0.31 .02 1.87
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REMOVING CONSTRAINTS FROM THE
AGRICULTURAL EXTENSION SYSTEMS OF
BANGLADESH — A POLICY BRIEF

M. HASSANULLAH

1.0. INTRODUCTION

The agricultural extension system of Bangladesh is composed of a
dozen government and non-government organizations of which the
Department of Agricultural Extension (DAE) is the largest and most
important. While efforts have been made to reorganize the DAE and
improve its effectiveness, never have there been efforts to consider the
improvement of the entire agricultural extension system of the country. As
a result problems relating to the development of the overall agricultural
extension have mostly remained unattended. Uniess the system as a
whole is improved, the improvement of no one organization alone can fulfil
public expectations.

The Bangladesh Agricultural Extension Society has been organizing
monthly seminars on issues relating to agricultural extension in
Bangladesh. During discussions, participants have commented on the
constraints affecting the entire extension system, although those have
often been outside the domain of a particular issue under discussion.
Extension professionals therefore eager to identify the general problems
of the extension system and to suggest steps for improving it.

One session was therefore devoted to discussing and identifying the
general constraints on the existing extension system and approaches to
their removal. A list of these constraints has been prepared from these
discussions (Appendix—A). From the list, major problem areas have been
identified. Appropriate policies are recommended with their programme
implications.

~In the second Section of the paper. problems and their probable
solutions are discussed. Appropriate courses of action are also
recommended. A summary of all recomended policy options are presented
in the Third"Section. ‘

2.0. PROBLEM AREAS AND POLICY OPTIONS
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Constraints relating to eight areas of the extension system were
identified. Alternative courses of actions were discussed in solving
identified problems and one course recommended. In pursuance of the
policy recommendations probable programme implications are also
identified.

2.1. Socio-economic Conditions

Four socio-economic- conditions were identified as constraining
extension work in Bangladesh, namely: ;

a. the tenancy system;

b. the level of education of farmers:

¢. the prices of agricultural products: and

d. the client participation.

The tenancy system of share cropping or leasing is perceived as the first
constraint for effective extension. It has developed with the. polarization of
land ownership and absentee land lordism. Share cropping, or cropping on
a temporary leasing arrangement, acts as a disincentive for using high cost
production technologies, and for using long term land improvement
practices. This problem is, in fact, deep rooted in the country's social
security system, and in the tradition of socio-political patronage to the
priviledged.

Policy Recommendation

If appropriate tenancy arrangements are not made to ensure the share of
benefits to share crop and temporary lease holders, technological change
will be slow in agriculture. Extension may either ignore the problem and
endeavour to marginally improve its clients or it may play a bold and definite
role in mobilizing public opinion to help farmers solve this problem.
Extension cannot ignore this problem as it affects agriculture development
negatively. It is therefore recommended that extension organizations adopt
a policy of playing a significant role-in helping people solve this problem.

Programme Implication

If the policy is adopted, extension organizations need to identify
appropriate tenancy arrangements and to constantly draw public- attention
to their inequities. These organisations will then have to organize people to
adopt the appropriate tenancy arrangements by sensitizing them to the
need for such arrangements for their social security, for rural investment
opportunities, for resource sharing, and for greater people's participation in
rural development.
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The second constraint is poor formal education among farmers: Higher™
levels of formal education among clients increase the effectiveness -of
extension work, because educated farmers more quickly comprehend the
problems of agricultural development and their solutions. Communication
increases had becomes more effective with higher levels of education.

Policy Recommendation

What role should extension play in promoting formal education among
the farmers? Extension is in reality a complementary system of providing
functional education for working people and has no scopé on opportunity
to impart formal education to its clients. Although the extension System
cannot provide formal education, it should adopt a definite policy for
motivating and showing people how they can use the available educational
facilities to increase their literacy and improve their level of formal education.

Programme Implication

Adoption of this policy implies that the extension system needs to
organize periodic educational campaigns to make farmers aware of the
available educational facilities and to motivate them to invest part of their
income for educating their children. They themselves may also utilize adult
educational programmes to address their illiteracy. This would help improve
credibility of extension workers in that they could be looking after the total
welfare of their clients.

The third socio-economic constraint is the lack of assured fair prices for
agricultural products. Extension services help people increase production.
However, increased production tends to decrease prices and likewise the
income of farmers. Unless fair product prices are assured, farmers will not
adopt improved technology.

Policy Recommendation -

Extension organizations may either ignore the problem (as is generally
done) or develop definite programmes for helping farmers develop markets
and marketing systems. Instead of remaining passive witnesses, agricultural
extension systems need to adopt a policy of playing .2 direct role in
educating farmers about the principles and practices of marketing and
organising them to exercise greater control over market forces—through
marketing .cooperatives, associations, unions, etc. .

Programme Implications
Extension organizations will have 10 organize programmes to help farmer
understand the rules and procedures for organizing groups like marketing,
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cooperatives, associations and unions and help them improve their
management so that farmers can establish corporate control oever
marketing process. Marketing management education should become an
integral part of the overall extension programmes of DAE's Block
Supervisors and Upazila Agricultural Officers. Marketing specialisis could
also be employed in the extension system to help field extension
personnel strengthen the marketing part of their extension programme.

“The fourth constraint is the lack of participation of small farmers. As small
farmers from the majority of rural people, rural development depends on
improving their economic and social conditions. Small farmers, by nature
and habit, are eager to participate and to change their. unfavourable socio-
economic conditions. Ensuring their -participation in development
programme is therefore a major challenge. Analysis shows that their lack of
participation is the result of:

a. the selective client orientation of extension and rural development
services, i.e., targeting only the Contact Farmers or the Model Farmers, and

b. collusion between extension agency staff and local elites in exploiting
the socially disadvantaged.

The former problem is structural and the latter behavioural. Both prevail
in Bangladesh. Contact Farmers constitute only about 10.0% of the total
clientele. A recent study shows that about 31.0% of DAE's clients have
developed client-patron relations with extension personnel.

India draws one-third of its Contact Farmers from small and marginal
farmers. Although not as a policy, efforts have been made in Bangladesh to
select Contact Farmers from small and marginal farmers. To become
effective, extension needs universal participation in educational processes
and representative participation in decision making processes. Selective
client approaches and lack of institutional provision for client participation in
decision making restrict both forms of participation and promote the growth
of client-patron relationships.

Policy Recommendation
The extension should take steps to change its orientation. Two policies
are recommended:. .

a. changing the orientation of extension from merely technology transfer
to problem solving,

b. giving prioty to those clients who need the service most.
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These policy options are likely to increase small farmer's participation in
educational processes. Informal advice or efforts to associate Contact
Farmers in planning processes may not serve the need to ensure
participation of small farmers in decision making unless some form of
institution is built at all administrative levels with provision of representative
participation from small and marginal farmers.

Programme Implication

The adoption of a probfem solving approach may imply changes to
operational systems and procedures including the need for revising
organizational structures and staffing patterns. This would also call for a
change of orientation of extension personnel through changes in inservice
training programmes as well as the introduction of new concepts and
methods. The second policy implies that extension personnel should give
importance and priority in inviting small and marginal farmers for participation
in all educational activities like meetings, demonstrations, etc.

2.2. The Nature of Extension

Extension, is an out-of-school educational service. Within extension
process the intangibility of outputs from extension and the invisibility of
extension agents themselves are most frequently mentioned constraints
upon the extension services.

Analysis shows that some extension outputs such as changes in
attitude, knowledege and skills are intangible and even invisible, but
changes resulting from effective extension work such as changes in
technology use, productivity, income, and standard of living are both
tangible and visible. Visits by extension workers, meetings and
demonstrations, field days, etc. are tangible events. If an extension agent
uses all the available hours (2,100 hrs/yr.) to organize those educational
activities, as required, and if they continue this through the years, the.
presence of extension agents will not only be felt by people, but they will
also win a claim locally and nationally. The intangibility and invisibility of the
extension function is a reflection of the poor performance of the extension
system rather than an inherent character of it. The basic reason for the
invisibility of extension agents is due to the absence of offices and
residences inside their working units.

Policy Recommendation
Extension organisations could remain content with the present situation
trying to vaguely coordinate the activities of different agencies. They could
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aiso prepare a tormal and tangibie ground for coordination and visibility of
extension services. To overcome the problems mentioned above the
extension systems should pursue two policies:

a. adopting universal working units and establishing a 'single extesion
centre’ in each working unit, housing offices of all extension agents in the
same centre;

b.‘intensifying educational activities and promoting the attainment of the
economic goals of extension work.

Programme Implications

The first policy option implies that both government and non-
government organizations should agree to a fairly workable operatienal unit
and financially contribute to building a common ‘extension centre’ for
housing all extension agents in the same vicinity. The second policy implies
that each extension agent develop an annual extension programme
specifying the educational activities such as’ meetings, demonstrations,
field days, visits, etc. so that acitivities of all extension workers are known
well in advance to the farmers.

2.3. Public Image ana Perception

In western countries, extension servicgs were established through
public demand. Their demand and perception have been continuously
shaped through the work of professionals and political leaders. Public
services are decentralized and jointly controlled by public representatives
and professionals. In South Asia, extension is part of the state bureaucracy,
with no system to encourage public participation. Thus professionals and
political leaders have been playing a very small role in shaping public
perception and demand for extension services. While client participation is
often advocated, it has never been implemented. Experts generally
believe that such participation may allow vested interest to control the
extension services. However, such anxiety has no logical basis. Rather it
serves 1o avoid participation of clients in decision making. It is through client
participation that extension builds its image at the same time as helping to
build rational leadership within the client system. The morale of extension
personnel is also thereby safeguarded.

Policy Recommendation
Since client participation is likely to uphold the image of extension
services as well as attune extension organization to the needs of its clients,
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the government should adopt policies:

a. to encourage client participation, irrespective of a client's social or
political affiliations, in the management of extension services.

b. to support professional societies and also citations to uphold the
image of extension services.

Programme Implications

If the extension system adopts a policy of ensuring public participation,
adequate structural arrangements will have to be made to facilitate the
participation of clients. This in turn creates improved perceptions and
increased demands for the service. Government also needs to take an
active interest in supporting the professional ‘activities of the extension
societies and associations.

2.4, Adequacy of Support Services

The local availability of all agricultural inputs in convenient packages and
their availablity at reasonable prices with credit facilities-are the
preconditions for practical the application of extension advice. The inputs
and services needed for such a large scattered farmimg community as
found in Bangladesh, are large and varied. The production and distribution
of such inputs and services through an independent centralized system or
even through extension services itself can never be effective. Traditionally
extension alone tried to meet these needs in addition to meeting the
educational needs, but this never succeeded.

Policy Recommendation -

The present ¢overnment policy of privatization provides a great
opportunity for stimulating entrepreneurs to produce and organize the
sales of such inputs and services locally. This provides an opportunity for
income earning by small and landless labour. Government should also
adopt a policy of ensuring quality of inputs by checking for adulteration
through strict application of rules and regulations.

Programme Implication

The Extension system, with the help of its specialists, could organize
massive educational programmes to train selected small and landless
farmers in such specialized skills as raising seeds and seedlings, pruning,
budding, layering of fruit trees, spraying chemicals, vaccinating livestock
and poultry and raising fish fingerlings. This would help them to earn a living
or to supplement their income. The extension system might also organize
programmes to educate farmers as to how 10 manage scarce resources and
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10 pursue public leaders to adopt favourable policies and programmes for
the production and distribution of industrial products like fertilizers and
chemicals. .

2.5. Capability c of Extension Agenrs
Capable extension agents are a precondition for effective extension
work. Their capabihty depends on;

a. the level and quality of their education,
b. the logistic support; and '
c. the guality of management of the organization itself.

An important question-is, who are the extension agents — the Block
Supervisors. or the Upazila Agriculture Officers and their equivalent
positions.

In the USA, the Country Extension Agents are the extension workers
and the sub-professionals like the Block Supervisors or their equivalents,
are treated as "Aides". These Aides assist the Country Agents in
organizing educational activities and maintaining contact with client families.

In Bangladesh, the Upazila Agricultural Officer and his colleagues are
adequately qualified and to some extent equipped as extension agents,
but their task structure has been organized in such a way that they are
unable to be directly engaged in educating their clients. Rather they can
only act as Supervisors of the Block Supervisors. The Block Supervisors (or
their equivalents) are not adequately qualified or equipped to play the role
- of primary extension agents. '

Policy Recommendation

There are three policy Options:
a. maintain the status quo and try to improve the capability of Block
Supervisors as extension agents;

b. employ professionally qualified persons as Block Superwsors and
their equivalent positions; or .

c. consider Upazila Agrlcultural Officers and their equivalent positions as
extension agents and utilize the sub-professionals like Block Supervisor as
Aides.

Experts are often take the view that at the present stage of agricultural
development more qualified extension agents are not required. Rather,
they argue that the capability of the existing technician type extension
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agents be increased through a massive inservice training programme.
Unfortunately, these people fail to recognize that the farming community of
Bangladesh gained knowledge and adopted seed-fertilizer-irrigation
technologies and have been passing through a transitional period of
stifting toward high technologies such as using mechanical power,
intensive culture and using instruments in evaluating their activities. They
also fail to recognize that at this stage, the extension system must shift from
merely communicating information to problem solving; requiring extension
agents capable of making major programme decisions in the field.

There is also an opinion'that the present Upazila Agriculture Officers are
the Extension Agents and that'the Block Supervisors are the Aides. The
limitations of this view is that the Extension Agent — client ratio wilf be wide.
This would still be more effective than depending on the technician type of
extension agents.

The second alternative, i.e., employment of qualified Extension Agents,
the Block Supervisors and their equivalents seems to be more appropriate.
If only qualified extension workers were recruited from now, it would take
almost two decades to replace the entire corpus of technician type of
workers. Japan began replacing its technician type extension-agents as
early as 1945. The Philippines and Indonesia followed Japan's path. In
Bangladesh, some NGOs are already employing Bachelor or Master of Arts
or Science to work with clients.

Should a policy decision be taken to have adequately qualified
extension agents then persons holding Bachelor of Agriculture degrees or
their equivalents in the respective technological fields should be employed
as Block Supervisors and their equivalent positions. They should also be
provided with the necessary logistics (audio-visual aids, vehicles, offices
and residences) as well as financial and administrative authority to plan and
implement the extension programmes independently. Employment of
Bachelor of Agriculture degree holders as Extension Agents would not
increase the cost of services much because the total emolument of a staff
extension égent including allowances for overtime and fringe benifits is not
much less than an Officer Extension Agent. The dividends wouild almost
certainly outweigh the increased cost. It may not seem to be appropriate
time to appoint Bachelor of Agriculture degree holders as Extension
Agents because there are not enough graduates from Bangladesh
Agricultural University and the three colleges of agriculiure. This would
however necessitate upgrading the ATls to affiliated colleges or out-
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campuses of the Agricultural University or of the nearest general
universities; a less coslty approach than to set up more Agricultural
Universities- :
2.6. Appropriate Extension Methods

The . appropriateness of extension methods ‘and' the approaches
adopted also constrain extension work. Extension methods and approches
have evolved in developed countries so that they are appropriate to the
particular social context. In Bangladesh these systems have been aquired
through books and journals, through training abroad, or through the advice
of expatriates. The infrastructre and facilities for testing and experimenting
with-the extension system have not yet been developed in Bangladesh.
Though a.good number of research institutes were developed for
conducting experimentation in different disciplines of agricultural science,
extension methods have been adopted without empirical validation. The
effectiveness of the adopted methods and approch are not adequately
known. A model or approach is adopted and thereafter a decade of work; a
shift is made to another model because the previous model is found to be
ineffective. In the interim, millions of Takas have been spent. This trial and
error approach extension development costly.

Policy Recommendation
The government has two options, namely (1) depend on expatriates for
extension concepts and metheds, and (2) develop its own institution and
~ manpower for evolution of appropriate extension approaches and
methods. The second alternative is recommended as it seems to be more
cost effective. Extension, by nature, has to evolve from the local
technological, economic and socio-cultural background.

Programme Implication

If government opts for developing its own approach and methods, it
should develop a national extension research either by creating a new
institution or by upgrading an existing one Research institutes like BARI, .
BRRI etc. may also consider establishing divisions for conducting
extension research in respective technological fields. i

2.7. Adequate Resources

Extension is perceived as being operated with insufficient resources in
terms of working capital, logistic support and staff numbers. As in other
resource deficit countries, Bangladesh has been deficit financing in most of
its development programmes and projects. Resources are thinly distributed
requiring programme staggering without reducing the scale of operation
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and manpower requirements. Due to many contingencies, budgets are
often cut without changing the scale of operation. This is a problem of
orientation and approach in project planning and implementation. Projects
establishing industries or civil works receive priority in the allocation of
funds compared with those projects which aim at social or economic
change. Even within a project, the civil or engineering work is usually
accomplished with the utmost priority while hehavioural and economic
change components lag. >

In addition to the problem of deficit-financing, resource allocation is
unbalanced. Disproportionately high amounts of resources are allocated for
administrative functions as opposed 1o professional activities, for
headquarter sites rather than for woking level operations, and for
prestigious projects rather than for productive ones. Allocation is not based
on principles rather than on the personal influence of executives. There is a
need to establish financial discipline in the allocation and use of funds.

Policy Recommendation

The policy should be to adjust work programmes according to the
availability of funds and to implement the programmes in full. Then one may
easily shift programmes and projects or to the next phase of a programmes
and project. Extension services are capital intensive requiring a large
working capital to finance its day-to-day educational activities. If there are no
funds to finance activities, there is no reason to employ extension agents.

Programme Implication

Extension organisations must have the flexibility to adjust work
programmes and manpower according to the availability of funds, a type of
flexibility usually not possible in a bureaucratic structure. When the
organizations attain certain scale of operation its working capital must be
met even allowing the extension organisation receiving local puplic
contributions.

2.8. Organizational Structure

Structural organization refers to the size of operational units, their
relationships, how they are linked into operational whole and their chain of
command. The. most frequently mentioned structural constraints include:

a. the agent-client ratios;

b. power sharing between the national government and the Upazila
Parishad;

c. inter-service linkage; and
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d. the complexity of administrative and financial mechanisms.

The first constraint is size of operational units. Research shows that the
smaller the working unit, the greater the effectiveness; thus making the
service more costly.

The bottom of geographic-political unit such as a village, a ward, a block
or a union should be picked as a extension working unit for all
organizations. All agents must be housed in a common premises
constructed and named "Rural Extension Centres". This is required
because rural people will get access to all agents in a single premises
without wasting time running after different agents at different places. This
approach has been practiced in some of the developed countries, for
example the Netherlands. Merely reducing the number of clients per
extension worker, as some organizations try, has failed because of the
immense increase in the cost of the service without increasing the quality of
extension agents.

Policy Recommendation

There are two policy options:-(a) reducing the sizé of working units to
narrow down extension worker-farmer ratios (thereby escalating the cost of
extension services; and (b) increasing the capability of extension agents
and equiping them for better mobility and more effective work. The former
is costly as well as ineffective while latter is less costly and more effective.

Programme Implications

At present the agent-to-client ratio varies widely among different
organizations. The existing size of a DAE Block is 900 farm families. This
may be optimal for reaching all families in a block, if qualified persons are
employed as Block Supervisors (i.e., those with a Bachelor of Agriculture
degree), if the required logistics are provided, and if educational activities
such as visits, meetings, demonstrations, etc. are organized by Block
Supervisors seven hours a day, 300 days per year.

The second most frequently reported structural constraint is the
distribution of power and authority among the administrative agencies and
the Upazila administration.

It is reported that with the introduction of the Upazila system the Ministry
of Agriculture (through the Department of Agricultural Extension) lost
control over the extension function. Upazila administrations have not yet
demonstrated that they have the capability to administer the extension
service. Indeed they often utilize the budget and personnel for non-
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extension functions. In a democratic society, the responsibility and control
of the extension function would be shared by both the central agency and
the local gevernments, because public participation, the unique
requirement of an effective extension system. can only be ensured
through such a shared system. The problem is therefore how to
appropriately share the authority and resposibility between the DAE and
the Upazila administrations. The specifics of who will command whom and
about what functions, should be fully spelled out and abided by in the
course of taking action.

Policy Recommendation

The government seems to have three options: (a) centralization of
power and authority in the Ministry of Agriculture on whose behalf the
Department of Agriculture Extension; (b) complete decentralization of the
extension function to the Upazila administration: and (c) a balanced and
shared authority and power system. Extension has to be attened to the
needs and aspirations of farmers. A centralized system can never achieve
this client orientation. A completely decentralized system on the other
- hand may use the extension services for entirely different purposes. The
third alternative seems to be more appropriate. (The Cooperative
Extension Service of USA eventually opted for the shared system and is
reported to be most workable and effective).

Programme Implication

In planning and implementing programmes as well as the use of
resources, power and authority should be explicitly defined and protected
by legislation so that the nature and operation of extension services for the
common interest of the people is preserved and protected.

The third frequently mentioned problem is the absence of interservice
linkages and the resultant problem of coordination. The extension system
in Bangladesh is fragmented and isolated. Interservice linkages, particularly

- between the DAE and the BRDB and functional interaction at all
administrative levels, among the governemnt as well as non-government
organizations is therefore an important issue. It is often reported that the
organizations most frequently overlap in respect of technological
information and clientale, do not share scarce resources although some of
them remain underused and occasionally conflict on technological and
policy issues.

Policy Recommendation
The government could either (1) allow the organizations to operate
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independently with their plans and programmes or (2) formally link them
together through a superior system. .The former will stretch scarce
ressources; and present problems of imbalances in providing services will
continue unabated. The latter will help develop a mutually supportive. and
share system of public services aiming at common goal of promoting the
- welfare of rural people.

Programme Implications

The only way of establishing linkages and coordinating their activities is
to tie them both at the top and at the bottom. At the top it is necessary to
create a central or national interministerial organization, may be in the name
of a Council or Consultative Committees as an institutional arrangement to
link them, to provide them with the opportunity of interacting, to help them
share resources, to remove overlapping, to direct them to complement or
supplement activities where necessary and to provide support services.
Unless the government adopts the policy of creating such an organization
and coordinate their activities they will not perform to expectations — in
spite of being a large service system with an enormous number of staff and
spending a large amount of money. At the bottom, a common housing of all
extension agents is needed, as earlier stated.

A fourth frequently mentioned structural constraint is the complexity of
administrative and financial procedures. Extension being part of state
bureaucracy is governed by rules and procedures which have not changed
with the- frequent changes of structural-functional aspects of the
organizations. However, there are instances in which some organizations
enjoy some exceptions from the normal rules and procedures to meet their
special reqirements. DAE must have enough operational flexibility to
accommodate various local contingencies.

Policy Recommendations

The government may either (a) strictly govern the DAE services as per
bureaucratic rules and procedure or (b) grant required flexibilities as
programmes demands. The latter seems to be more plausible as well
feasible within the bureaucratic structure if the provisions are well defined
and supported legislatively.

Programme Implication

Both government and non-governemnt extension organizations should
evalute their operational rules and procedures and formulate specific
measures to be adopted with legislative support which will eventually be
approved by the government.

173



Bangiladesh Journal of Political Ecenomy

2.9. Management Development - .

The environment, structure, manpower, and resources — all become
more workable and favourabile if organizations are managed properly that is,
if managerial functions are accomplished according to appropriate values
and practices. Poor supervision, absenteeism, alienation, inefficiency and
lack of commitment anxiety, and conflict are the next most frequently
mentioned problems. In fact, all of these are the outcome of poor
management.

Until recently extension management was intuitive and experience
- based, a risky and costly approach. Extension executives, having adequate
technical education, accomplishing the management function on the basis
of their intuition and experiences guided by administrative rules and
procedures. The need for training on administrative science to mid-level
executives has been recognized when the PATC staried to give
administrative training to a few selected executive in different government
organizations as well as to organize collaborative training with organizations
in their own institutions. DAE has developed such a programme but most
other organizations are deprived of such training facilities.

This type of training cannot be effective for extension management.
Unlike civil service management, extension management has an entirely
different orientation and practice. A civil services training academy or centre
aims at developing administrators in the classical sense while extension
executives need to be managers of out-of-school educational systems.
Extension management is a distinct discipline in the developed countries.
Extension managers, particulary those in the top and middle ranks have
been receiving overseas training in a limited scale.

Policy Recommendation

Extension services is the largest subsector of public services, both
within government and in non-gevernment organizations. In order to
increase extension managerial capability the government has three policy
options: _

a. Utilize existing civil service training programmes for all extension
managers.

b. Create specialized management institution for extension
management within the framework of a management/administrative training
institution. “ '

¢. Create specialized management institutions in the framework of
existing agricultural research and education institutions.
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Each of these options nas genuine advantages as well disadvantage.
Considering these, the second alternative seems to be most effective.
Extension managers should be expected to have higher technical
education. They should also attend periodic training in research and
* educational instituations on current technical issues. Management training
could better be organized through creation of specialized institutions of
extension within the institutional framework of management training
institutions. This would provide a strong base or management research and
training in which extension management could easily emerge as
specialized discipline of management.

Programme Implication

Some kinds of institutions like agro-management centres or centres for
the management of extension and rural development services should be
created in the existing institutions of higher learning of management, like
the Institute of Business Administration, BMDC and PATC to organize,
research training and consultancy programmes in the management of
extension and rural development services and after higher training to
extension and rural development managers.

3.0. SUMMARY OF POLICY RECOMMENDATIONS

The policy options recommended earlier are categorised as short and
long term policy recommendations and are presented. Those which could
be implemented immediately are grouped as short term and those which
would require a longer time are grouped as long term policies.

3.1. Short Term Policy Recommendations :

1. Extension services should highlight the role of the tenancy system
as being the major barrier to technological change and they should
promote appropriate tenancy arrangements for rapid technological
change and progress.

2. Extension services should make their clients aware of all the
educational facilities which are available, both formal and non-formal
and motivate and show people how they can use those facilities to
increase their levels of literacy and formal education.

3. Extension services should institute an educational programme to
improve the marketing system and help people organize
themselves into corporate bodies like cooperatives, associations,
unions, etc., so as to establish greater control over market forces.
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Extension services should change their approach of merely
technology transfer to problem solving.

Extension services should give greater importance and priority to
meeting the educational needs of small and socially disadvantaged -
rural people.

Extension services should ensure that their agents organize more
visits, meetings, demonstrations, etc. to educate all their clients.

Extension services should allow participation of clients representa-
tives in decision making process at all hierarchical levels.

Extension services should support professional societies and
similar institutions in launching mass communication programmes,
both centrally and locally, to focus on the role of extension in
shaping public opinion and expectations.

Extension services should develop individuals or groups of small
and marginal farmers to locally produce and sell inputs like seeds.
seedlings, saplings, fingerlings, feedstuff, nets, etc. through
intensive training under close supervision by the respective
subject matter officers or specialists.

Extension services should organize educational programmes for
local dealers handling seeds, fertilizers, biocides, etc. to improve
systems of stortage, marketing and sales, including advice to
users.

Extension services should educate unemployed rural youths to
provide services such as chemical spraying, equipment repair, and
soil and plant testing, etc. on a commercial basis.

Government should ensure the quality of inputs through enforcing
the existing rules and procedures.

Research institutes as well as central mass communication
institutions like AIS should maintain a mailing list of all extension
agents in all organizations and they should communicate
technological information directly to them.

The extension services should mobilize resources to meet the
working capital needs of extension systems or else reduce their
scale of operations according to their resource availability.
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15.

16.

The government should adopt a system of shared responsibility
and authority between the government departments and the
Upazila system. L

The concerned authority should identify the special administrative
and financial requirements of the extension services and approve
the required changes for effective extension work.

3.2. Long Term Policy Recommendations

i

Extension services in the long term should begin to employ
Bachelor degree holders from the é‘espective technological fields to
improve the effectiveness of extension work in the future.

Extension services need to adopt a common working unit and pool
resources to construct "Extension Centres” with officers and
residences for all extension agents in all working units to make the
agents available to clients at call.

-Research Institutes as well as Department of Agricultural Extension

should create institutions and fagilities for extension research to
identify and evolve methods and approaches to extension work
appropriate to the culture of Bangladesh and to local variations in the
socio-culture landscape and the agro-ecological zones.

Extension organizations as well as internal and external funding
agencies should give .,more attention to equipping extension
workers for work in the field in a phased manner.

The government need to create and develop a central or national
organization to provide scope for continuous interaction among all
extension organizations and to help continuously to increase their
efficiency through evaluation, training, advice and funds.

Extension services should launch an intensive and continuing
management training programme for all extension managers in
government as well as for NGOs to improve the quality of
management. ' :
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List of Constraints on the Agricultural Extension System

VL.

VL.

VIIL.

IX.
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Socio-economiic Conditions:
a. Tenancy System

“'b. Fair Price for Agricultural Products

c. Literacy among Farmers

d. Small Farmers Participation
Nature of Extension Functions:

a. Tangibility of extensien input
b. Visibility of extension activities

Public Image and Perceptior:
a. Correct public perception and demand for extension work

Support Services: _
a. Adequate, and timely supply of production inputs at fair prices.

Capability of Extension Agents:
a. Training facilities for extension personnel

Extension Methods:
a. Communication of technological information
b. Appropriate extension methods.

Adequate Resources:
a. Adequate working capital
b. Adequate logistic support

Structure:

a. Extension agent-client ratio

b. Authority and responsibility system

¢. Financial and administrative procedures.

Management Effectiveness:

a. Coordination and linkage among extension services
b. BRDB-DAE linkage

¢. Supervision.
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MANAGEMENT OF IRRIGATION * BY ' THE
LANDLESS :PERFORMANCE AND POLICY

IMPLICATIONS s

M.A.S. MANDAL"

-

1. INTRODUCTION r
_In view of the alleged unfavourable income distribution impact of the
mechanized irrigation technologies, there have been a number notable
attempts to suggest and try alternative institutional forms of ownership and
management of minor irrigation equipment in Bangladesh. The underlying
intention of such attempts has been to seek for appropriate management
approaches which could guarantee equity along with an improvement in
productivity and efficiency of irrigation. One such institutional form is the
management of irrigation by landless groups, which has been in existence
since 1980.

The purpose of this paper is to discuss the performance of landless
irrigation with special reference to two important programmes sponsored by
PROSHIKA and Grameen Bank. The theoretical framework behind landless
irrigation is discussed in section II, while the" status of landless irrigation
programmes is discussed in section IIl. Section IV and V discuss the
performance of landless irrigation programmes of PROSHIKA and Grameen
Bank respectively, Conclusions are drawn in the final section.

Il. A CASE FOR LANDLESS IRRIGATION: THEORETICAL FRAMEWORK
Landless irrigation is a recent innovative approach towards organizing
landless groups to acquire, manage and operate small-scale tubewells and
pumps and sell irrigation water for mainly boro paddy production against
payment as a share of output. The theoretical framework of and advantages
for providing irrigation water by landless groups have Laen extensively
discused in [15,16, 13, 17]. The major arguments in favour of landless
irrigation, as put forward in the above literatures, are as follows: Firstly, since
water can be bought and sold like any other commodity, the ownership of
water, hence tubewells and pumps to extract water, can be separated from
that of land; therefore the tandless members of the rui al households, being

*
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functionally engaged in farm production activities, can take up
entreprenurial roles and gain control over irrigation equ1pment 1o sell water.
Secondly, highly fragmented land holdings and smaliness of farm size
necessitate negotiation with and active cooperation of a large number of
farmers for utilizing irrigation equipment anywhere near its full potenllal
Landless groups have over other forms of groups advantages to negotiate
and organize irrigators’ groups because they have low opportumty costs for
their time and as they have very little or no land in the command area, there
is no question of giving preference to their own land in allocating water.
Thirdly, since landless groups do have the production skills and need to
ensure food security and minimum income, they are likely to have a greater
incentive to maximize returns from water by gaining ownership of irrigation
equipment "and control over on-farm water distribution. Fourthly, in
situations where monopolistic controls over irrigation water have been
established by the landed rich, access of landless groups to irrigation
equipment is likely to break the clutches of "water lordism™ and improve the
access of the small and poor farmers to irrigation. Fifthly, since landless
group controlled irrigation may have larger command area and higher
productivity (because of low negotiatio’, and contractual costs, and reliable
water supplies), aggregate employment and income of labour will also
improve. Finally, landless members, who can increase income from water
sellings as well as from land rents, can lessen their dependence on money
lenders and traditional power elites, and ultimately burgain from a stronger
position with the state bureaucracy and politics for more access 1o political
power and resources. Rahman found that the Grameen Bank landiess
groups engaged in different activities have demonstrated countervailing
force fo influence the decision frame of the rural dominant classes [14].

Iil. LANDLESS IRRIGATION PROGRAMMES IN BANGLADESH

A number of government and non-government organizations have
been involved in landless irrigation programmes irr Bangladesh.
PROSHIKA has been involved in landless irrigation with three minor
irrigation technolgies, DTWs, STWs and LLPs, since 1880. In 1987
irrigation season, 108 STWs 35 LLPs and 20 DTWs were: operating,
covering a total of 6000 acres [2]. In the initial years PROSHIKA supported
the landless groups by providing security for Bangladesh Krishi Bank (BKB)
loan to the landless groups, which covered the bulk of capital and operating
costs. From 1985, the irrigation programme has been financed from the
Revolving Loan Fund (RLF), which is the PROSHIKA's own credit service
to the landless group members. The current dominant form of charging for
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water is one-fourth share of crop, although PROSHIKA groups used to
charge one third share in the initial years. In recent years, in areas of intense
competition between tubewells for command area land such as in Saturia
and Ghior, share of crop as payment for ‘water, from many tubewells are
reported to have declined.

Grameen Bank started its landless irrigation programme in 1983, and in
1986 the bank financed 29 STWs and 10 DTWs, and 80 per cent of these
tubewells were paid-off on time (Mortuza, 1986), Bangladesh Rural
Development Board (BRDB) through its Bityaheen Samobay Samity
(Association of the Resourceless) and Bangladesh Rural Advancement
Committee (BRAC) have also provided financial supports to landless
groups to buy or rent and operate irrigation equipment and sell water.
Cooperative for American Relief Everywhere (CARE) also embarked on a
collaborative landless DTW irrigation programme with PROSHIKA, BRAC
and Grameen Bank. In this programme, which is called Landless Owned
Tubewell Users Support (LOTUS), CARE provides agricultural extension
advisory services, while PROSHIKA, BRAC and Grameen Bank provide
institutional supports to organize landless groups to take up irrigation water
selling as a business. Table-1 presents an account of different landless
irrigation programmes.

V. PERFORMANCE OF PROSHIKA LANDLESS IRRIGATION: MIXED
ACHIEVEMENT

The performance of PROSHIKA landless irrigation schemes has been
measured and discussed in terms of four important criteria: Loan recovery,
Command area, Labour employment and Small farmers' access to irrigation
water, and drop-out of irrigation schemes. These are discussed in turn
below.

4.1 Loan Recovery :

This section draws on the work of R.W. Palmer-Jones documented in.
Wood, et al. [17]. The analysis shows that the landless groups. repaid 75
per cent of BKB loan, the remainder 25 per cent loan was either written off
by PROSHIKA or adjusted with loans from Revolving Loan Fund. The
analysis also revealed that only 29 per cent of RLF loan for irrigation were
outstanding upto the end of July 1987. This compares favourably with the
low recovery rates of agricultural loans e.g. less than 50 per cent in recent
years. No doubt, some landiess groups had incurred frequent lossess due
to physical, technological and natural calamities and consequently could
not repay loans, or repaid loans from other sources rather than income
generated from their irrigation. However, Palmer-Jones indicated the
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possibility of-under-reporting of incomes by landless groups in an attempt
to partly avoid loan repayments. 1 :
4.2 Command Area Performance

A comparative analysis showed that in the initial years the command
areas of PROSHIKA landless shallow tubewells were. significantly larger
than under privately organized tubewells (Table-2). But the average
command area of landless tubewells has-declined over the years because
of intense competition between tubewells. A survey conducted in Saturia
and Ghior in Manikganj district in 1984/85, showed no significant
differences in command area, yield output and return over operation and
maintenance costs between landless controlled and private shallow
tubewells. In Saturia, where soils and topography are more favourable for
boro paddy cultivation, landiess STWs, appeared to have performed little
better than private STWs but the results were reverse in Ghior which is a
comparatively low lying area with more frequent incidence of floods
(Table-3). Besides, Ghior landless STWs had problems of mechanical
breakdowns, and group management problems caused late start of
tubewells, which resulted in lower command area and lower yield.

One important change to be noted is that the profitability of PROSHIKA
landless irrigation schemes achieved in the initial years has significantly
declined over the years, because the irrigation equipment are being
gradually installed in more unfavourable sites and costs of capital, and
operation and-maintenance cost have risen significantly. This has been the
case not only with landless irrigation schemes but also with other forms of
irrigation schemes. But the declining return from irrigation has affected the
landless irrigation groups more seriously than others, because the farmers
depend for bulk of their capital and operating expenses on borrowed
capital from the restrictive institutional and non-institutional sources.

4.3 Labour Employment and Small Farmers' Access :

There are also mixed evidence on the intensity of labour use by farmers
in landless ‘and private schemes. Table-4 shows that there was no
significant difference in pre-harvest labour use between landless and
private STW schemes in a few selected villages of Manikganj. As a matter of
fact, increased command area, rather than increased labour intensity per
unit of ‘'land, appeared to be more important source of increased
employment in landless irrigation schemes. But the potential of enhancing
employment has diminished to some extent because of the declines in
tubewell command area and also yields over the recent years. This implies
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that the major advantages of landless irrigation have to be sought not on
productivity and employment grounds in the main, but on breader equity
ground encompassing greater access of the poor to irrigation water and
incomes. e

As far as access to irrigation is concerned, small farmers in landless
controlled irrigation schemes did not necessarily have any special
advantage, except to the extent that they benefited from larger command
areas providing opportunities to the small farmers to have their plots
irrigated [8]. Again, the declining tubewell command areas will have
reduced this opportunity.

4.4 Drop-out of irrigation Schemes

The discontinuation of PROSHIKA landless irrigation groups has been a
problem, although the drop-out of irrigation schemes is common to other
landless irrigation programmes including private tubewells and pumps (for
example, we will see later the drop-out of Grameen Bank landless irrigation
schemes). As Paimer-Jones reports, nearby 50 per cent of the 309
PROSHIKA groups that started one time or another have dropped out from
the programme within five years of starting. The  main reasons for
discontinuation are related to financial losses caused by poor yields and
small command areas, which are again the results of poor quality. soil,
uneven topography, mechanical troubles, less than optimal use of inputs
and the interactions of the sociai and political forces of the command area
farmers: While more discontinuations were reported for two years in
1984/85 and 1987/88 following severe flood damages of irrigated crops; a
favourable decling trend of discontinuation has been observed in recent
years. Ahmed reports that nearly 70 new irrigation schemes were added in
1988. This may mean that landless groups are gaining important
experience in successfully running water selling business [2].

5. GRAMEEN BANK LANDLESS IRRIGATION: LANDLESS GET AHEAD
COLLECTIVELY?

The performance of Grameen Bank landless irrigation programme is
'eval_uated in terms of command area and yield, loan recovery and drop-out
of schemes. A comparative study conducted by Mandal in 1985 revealed
that command area and yield performance of Grameen Bank landless STWs
were at least as good as private STWs, and significantly better than BRDB-
KSS STWs (Table-5). As far as tubewell loans are concerned, all the STWs
groups paid-off their loans completely within the stipulated period of 50
weeks. The Grameen Bank tubewells achieved high performance because
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of greater trust and confidence put in landless groups. The landless group
members provided adequate water supplies to all the plots because they
had very few plots of their own to give prefenece to with respect to water
delivery. Such a good performance of Grameen Bank landless irrigation
prorgamme is encouraging, because the landless groups had to operate
their tubewells in a competitive environment but without any supports from
major government institutions dealing with credit, input supplies and
irrigation services. '

However, there are evidence of drop-out of schemes from the
programme, and the concentration of tubewell ownership by a few landless
members. The results of a resurvey conducted in 1989 on 3 DTWs and 8
STWs studied in 1986 are presented in Table-6. The following points
emerge from the table.

Firstly, a number of tubwells were sold out to either a few landless
members or outsiders or a combination of both, and withdrawn from the
original sites. The prominent reasons that the groups could not stay on the
water selling business were as follows: Heterogeneity amongst the shares
(to buy an STW at least 5-6 groups had to cooperate), problems of
cooperation and management, machine breakdowns, and social rivalry from
the competing tubewell owners for command area plots. Secondly, for
tubewells that were still being operated on the same sites, their ownership
appeared to have been concentrated gradually in the hands of a few
dominant landless group members with the supports from a few outsiders.
Thir&ly, some of the tubewells that were still operating were controlled and
managed privately, but the owners could still negotiate individual loans from .
Grameen Bank for operating expenses. Apparently, Grameen Bank did not
object to such concentration of tubewell ownership by a few group
members because the loans were paid-off, but this is an example of how
the absolute emphasis of the bank on loan recovery paved the way for a
few individual landless members to take advantage of the joint liabilyty loan
and then gradually divert the productive resource such as tubewell from
collective utilization to serve private interests. However, Grameen Bank
discontinued landless irrigation programme and has taken up direct
management of collective enterprises such.as tubewell irrigation since
1986. The major programmes include DTW projects in Tangail, Thakurgaon
and Barind Tract.

VI. CONCLUSIONS 2 _
The evidence presented above suggest mixed results about the
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performance of landless irrigation programmes in Bangladesh. But in the
context of considerable inequality in the access of the landless 1o irrigation
technologies, inputs, credit services, government bureaucracy and political
power, landiess pump groups owning unsubsidized equipment performed
at least as good as private water sellers, and still better than cooperative
groups which receive back-up supports from main-stream government
institutions. Moreover, since the accumulation from landless group water
selling against payment in terms of a share of crop, accrue by and large to
the rural poor in terms of profits, increased production, and employment
generated by on-farm irrigation management, landless irrigation can make
considerable favourable impact on income distribution. Indeed, landless
groups do need aprropriate policies continues instituational supports in the
form of credit, input supplies and back-up services in building up their
management capabilities so that they can withstand the adverse social,
technical and natural conditions and sustain their irrigation business.

Landless irrigation constitutes an insignificant proportion of total
mechanized irrigation, hence its contribution to overall agricultural
production is still negligible. But the existence of thousands of landless
irrigation groups in the country has aroused interests to seek for new type
of irrigation management organizations. The groups have not only created
new increased demands for political, administrative and institutional
Supports and services, but also supplied remakable insights into the
knowlege and experience about the potential and constraints of group
action. In certain situations they have demonstrated their bargaining
strength with other social forces in an attempt to secure plots from the
competing command areas or obtain electricity connections to irrigation
equipment.

It seems justified on both productivity nad equity grounds to promote
landless irrigation not as a substitute for but as complementary to
mainstream irrigation management progrommes. Government should take
steps to remove the rigidities of the credit and irrigation-related agencies
and thus facilitiate the access of the landless people to irrigation market as
supplier of water. '
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Table-1: Landless Irrigation Programmes in Bangladesh

Organizations

Status of the Programme

PROSHIKA

Grameen Bank

BRDB-BSS

BRAC

108 STWs, 35 LLPs and 20 DTWs in 1987, 6000
acres irrigated.

29-STWs and 10 DTWs in 1986, now
discontinued. (Currently running DTWs through
direct management in Tangail, Thakurgaon and the
Barind Tract)

33 STWs and LLPs in 1983-84, 62 STWs and
LLPs in 1984-85

380 STWSs, 34 DTWs, 2 LLPs and 13 HTWs in
1986-87, 1950 acres irrigated

Source: {2, 12, 1. 5].

Table-2: Average Command Area of PROSHIKA Landless vis-a-vis Private
Irrigation Schemes, 1983-84

Command area (Acres)

Areas
Landless Private

Saturia 16.61 11.93
(STW) (8) (56)

Ghior 12.86 15.60
(STW) Y (73)
Kalkini 28.20 7.70
(LLP) ) (7)

Figures in the parentheses are number of STWs in the sample.
Source: Adopted from [9; Table -8.1]
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Table —3: Command Area, Yield, Output and Return from Landless and Privately

Managed Shallow Tubewell Schemes, 1984/85

Satutia . Ghior
ltems Prvate Landiess % Private Landless Ya
1 2 1) 3 4 (4-3)
COmmand area 545 §71°°1' as 5.89 524 -11.0
(ha) : (0.35) 0.65)
Yield (Kg/ha) 2583 | 2527 | -2.04 3413 | 2426 | -290
(0.10) (1.62)
Gross output 14.3 14.8 31 19.4 129 -33.1
(1000 kg) ; (0.12) (1.8)
O & M costs 15183 | 13828 | -89 13570 | 15841 | .16.7
(Tk.) = (0.95) 1 (149
Retumn aver 2417 | 5368 | 1220 10260 | 624 -93.9°
O&M costs (Tk) (0.56) {(1.91)

Figures within parentheses are estimated "t values.
* 't values significant at 10 per cent level.
Note: Estimates are based on data from 10 private STWs and 8 landless STWs in Saturia, and 8
private STWs and 10 landless STWs in Ghior.

Source: [3; Table —8]

Table-4: Average Pre-harvest Labour Days per Acre of Boro Paddy in the Selected
PROSHIKA Landless vis-a-vis Private Irrigation Schemes, 1983-84.

Area Landless STWs Private STWS

Family Hired Total Family Hired Total
Saturia 43.1 61.4 104.5 487 55.1 104.8
(sTW)
Ghior 73.7 505 124.2 67.1 41.0 108.1
(STW)
Kalkini 40.7 124.9 165.6 43.3 92.1 135.4
JLLP)

Source: Adopted from [9; Table —8.5],

Table-5: Performance Indicators of Shallow Tubewells under Different Management

Institutions in Ghatail-Kalihati, Tangail, 1985.

Management Command Paddy yield Gross output
institutions area (ha) (Kg/ha) (1000 Kg)
\DC-Private 493 5636 28
BRDB-KSS 3.13 4861 16
BKB 498 5409 27
Grameen Bank 5.26 5789 31

Note: Number of sample STWs under each institution was 10, except for Grameen Bank which

had 8 STWs.
Source: [ll; Table-1].
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Table— 6. Grameen:Bank Tubewells i Ghatail-Kalihati Areas of Tangail District
Started _ Present Status : _Remarks on owhershlp changes

1,1985 Operating = .  Rented DTW, 65 members dominated by

_ Privately nominally landless manager operated on l—

cropshare contract for 3 years, currently run by
a few nominal landless and dominant members
of the village.
2. 1985 Operating Gave up to a local landowner/contractor for 3
privately years for electrical connections, the contractor
and his partners run it privately on -

cropsharing.

3. 1984 . Sold 50 members sold to 3 members and 3 non-
members because of problems of group
cooperation and management, fun on =

cropsharing.
STW
1.1984 Operating 33 members sold to 8 in 1986: currently
privately bought and run by only 2 brothers including
: the original landless group manager.

2.1983 Operating 15 members reduced to 4 including three
brothers, one of whom is manager and
another the driver; manager also dealer in
diesel fuel for'tubewells, and bought the STW
privately with brothers.

3.1983° Operating 30 _members. reduced. to. 18, futher reduced

privately to a few dominat landless members.

4,1983 Sold 10 members reduced to 5 and two non-GB
shareholders; ‘oil-crushers sold their shares,
now bought by non-GB members.

5.1984 Operating . 10 members reduced to 7, further reduced to

privately 3/4 members. ;

6. 1983 - Sold 22 members reduced to 8 in 1985 after initial
conflict within group over vested interest of
nominally landless member; then further
reduced to 1 shareholder who sold the STW
because-he could not manage it and another
that he owned privately.

7.1983 Sold 32 members reduced to 10, then sold
because of breakdowns.

8.1984 Sold 15 ‘members sold STW because management
problemas, ‘non-cooperation and with serious
breakdowns resulting in poor performance

Source: An updated Table from [8]
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AGRICULTURAL CREDIT POLICY AND THE
FARMERS OF BANGLADESH-A CASE OF
DEPRIVATION

W.M.H. JAIM"

INTRODUCTION

Credit is thought to be an instrument for agricultural development. Credit
is needed to support use of new inputs like HYV seed, fertilizer, irrigation
and insecticides. However, although supply of agricultural credit has been
increased substantially during the last few years, research findings indicate
that agricultural credit has played an insignificant role in increasing crop
production (or more specifically, foodgrain production) in Bangladesh,
[4, 1]. The important reason for week correlation between foodgrain
production and credit supply may be that total production of foodgrain does
not depend not only on supply of credit (which is supposed to increase use
of new inputs) but also on variety of.other factors like natural hazards (i.e.,
flood, drought etc.), inter-crop price relationships, etc. Therefore, it can not
be concluded that there is no impact of credit on agricultural production and
hence there is no need for agricultural credit. In this paper an attempt has
been made to investigate some of the impgrtant reasons for insignificant
effect of agricultural credit on crop production. The important questions
which have been investigated in this connection are as follows:

1. What is the share of agricultural credit to total bank credit?
2. What is the share of credit for crop production to the total agricultural
credit?
3. How agricultural credit helps those who need it most?
4. To what extent disbursed agricultural credit is utilized for crop
production?

SOURCES OF DATA

The findings are mostly dependent on macro-level data collected from
Annual Reports of Bangladesh Bank. In addition to macro-level data, micro-
level data have been collected from 320 bank loanees of 33 bank branches

* Associate Professor Department of Agricultural Economics, Bangladesh Agricultural
University, Mymensingh.
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spreaded over 17 Upazilas of old 17 districts. The field survey was
conducted under a research project on suppty of agncunu[al credn {51

SHARE OF AGRICULTURAL CREDIT TO TOTAL BANK CREDIT

With about 85% of the population living in the countrysude and almost
80% of the workforce directly engaged in agriculture, the character of the
Bangladesh economy is overwhelmingly rural. On the other hand, small
urban based manufacturing sector which is capital intensive employs about
10% of the labour force. Agriculture also accounts for about 40% of the -
GDP of Bangladesh [3]. The high share of agriculture in output and
employment is not reflected in an equally high share in public and private
development expenditures. This is equally true with respect to contribution
of agriculture to GDP and allocation of credit for enhanching agricultural
production. Share of agricultural credit to total bank credit was only 10% in
1980-81 which reached to a maximum of 15% in 1983-84 and then
gradually declined. In 1987-88, share of agriculrural credit to the total bank
credit was less than 5% (Table-1).

Table-1: Share of Agricultural Credit to Total Bank Credit since 1980-81 to
1988-89

- (Tk.in Crore)
Total " Total % of Agril
Year Bank Credit Agril. Credit Credit to Total
Disbursed Disbursed - Bank Credit
1980-81 3599.56 352.28 9.78
1981-82 4473.66 423.84 . 9.40
1982-83 5209.97 676.41 12.90
1983-84 6673.73 1007.12 . 15.00
1984-85 8984.80 1149.84 13.55 .
1985-86 | 10763.40 631.72 | 5.87
1986-87. | 11723.70 667.28 569
1987-88 | 13838.00 __656.31 AT

Source : Annual Reports, Bangladesh Bank. - . ~
Again, simply from monetary figures it seems that supply of agnculturai
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credit has increased to a large extent. However, the supply of credit in real
terms is not so much as it appears simply from monetary figures. For
example, since liberation, maximum institutional credit was supplied in
1984-85 (Tk. 1149.84 crore) and the amount was about 38 times higher
compared to that of 1973-74. But in real terms (at 1972-73 price), the
increase was only 10 times (Table-2). Again, supply of agricultural credit in
real terms during two period from 1985-86 to 1987-88 was less than that
supplied in 1877-78 (Table-2). Therefore, on the one hand, share of
agricultural credit which is already low has further declined in recent years
and on the other hand, amount of agricultural credit in real terms has also
been decreased.

Table-2: Disbursement of Agricultural Credit in Real Terms (1972-73 const.
price)
(Tk. in Crore)

Agril. Credit Index Number Disbursement
Year Disbursement (Base Yr. 1973-74) in Real Term
in Monetary Term’

1973-74 30.70 100 21.77
1974-75 37.70 123 15.71
1975-76 46.10 150 25.21
1976-77 86.40 281 48.84
1977-78 156.90 511 107.59
1978-79 170:73 556 65.41
1979-80 268.39 874 137.85
1980-81 252.28 822 188.19
1981-82 412.81 1345 178.13
1982-83 670.76 2185 212.26
1983-84 1007.12 3281 208.33
1984-85 1149.84 v 3745 222.84
1985-86 564.62 1839 86.61
1988-87 667.28 2174 88.54
1887-88 656.31 2138 77.21
1988-89 807.62 2631 n.c

n.c. not calculated due to lack of information on national deflecting factor for the year 1988-89,
1. Source: Bangladesh Bank Annual Reports.
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SHARE OF CROP LOAN TO TOTAL AGRICULTURAL CREDIT

Since agricultural credit is disbursed for a variety of purposes which are
directly or indirectly related to agriculture, increased supply of agricultural
credit does not necessarily mean that general farmers would be more
benefited. Besides credit for crop, irrigation and draft animals, agricultural
credit is provided for tea, potato storage, agro-industries, marketing of
agricultural crops, processing of agricultural products, fisheries,
acquaculture, poultry, goatery, duckery, etc. Among these items, the
farmers who are involved in crop production are directly benefited from
loans for crop, irrigation equipments and draft animals. Among other items
agricultural credit for tea, agro-industries, etc. are important. It helps mostly
the better-off people who are indirectly related with agriculture.

Share of agricultural credit directly related with crop production (i.e.
credit for crop, irrigation equipment and draft animals) in relation to total
agricultural credit varied between 43% t0 51% during the period of 1980-
81 to 1987-88, except the three consequensive years beginning from
1982-83. In recent years, roughly about 50 of total agricultural credit was
distributed for direct crop production and the rest was diverted to
agricultural related activities. Again, among loans directly related with crop
production, credit for crop in short-term while credit for irrigation
equipments and draft animals is medium/long-term (Term-loan). The term-
loan needs land security which most of the small or marginal farmers can not
provide. Therefore, most of them do not have access to term-loan. The
small and marginal farmers (upto 2.5 acres) who represent 70% of farm
households have access to mostly crop loan for which they have to
compete with medium and large farmers. During the period from 1980-81 to
1987-88, except the years 1982-83 and 1983-84, the share of crop loan in
total agricultural credit varied between 31 to 45%. Share of crop loan to total
agriculral credit was maximum (52%) in 1982-83.

The findings indicate that share of crop loan to total agricultural credit is
less than half of the total agricuitural credit disbursed. Again, the small and
marginal farmers, who are supposed to get large share of crop loan, have
probability of receiving only a fraction of it. The structure of agricultural
credit is such that those few who are indirectly related with agriculture are
more benefited than millions of farmers who are directly related with
agriculture. Further, among farmers, compared to large and medium
farmers, small farmers are likly to get less share of agricultural credit.
Through field survey it was found (Table-3) that small farmers who
represent majority of farm households received 35% of total agricultural
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credit while the medium (2. 51 to 5.0 acres) and large (5.1 acres and above)
farmers received 65% of total agricultural credit. Again on the average large
and medimum farmers received more credit than small farmers. For
example, amount of credit received by a large farmer was more than double
than that of a small farmer (Table-3). This is because of the fact that
agricultural credit is not disbursed on assessing needs of the farmers,
rather the farmers who are better off and who can provide more land
security, have more chance of getting more agricultural credit.

Table-3: Share ot Agricultural Credit by Farm Size Groups

Number Percentage Av. Amount % of Total
Farm size of of of Loan Loan
Groups Farmers Total Received (Tk.) Received
Small 156 49 3339 35
Medium 86 27 4376 25
Large 78 24 7631 40
All 320 100 4664 100

Source: Field Survey (1987), Supply of Agricultural Credit Research Project.

SHARE OF AGRICULTURAL CREDIT UTILIZED FOR CROP
PRODUCTION

Since most of the farmers live at below poverty level and farmers usually
receive credit untimely, proper utilization of credit particularly by the small
farmers can not be expected. The field survey showed (Table-4) that only
about 60% of total agricultural credit received by the farmers was utilized for
the purposes it was disbursed. Out of the rest (40%), 12% was diverted to
other agricultural related activities (i.e. land purchase, land development,
payment for getting back mortgaged out land, making irrigation channel,
etc.) and 28% was diverted to household consumption and non-farm
activities. The proportion of agricultural credit diverted to consumption and
non-farm activities was found to be the highest for small farmers (about
36%). The overall findings indicate that the farmers receive only a small
portion of "agricultural credit and again a considerable proportion of it is
diverted for the purposes other than crop production. Therefore, it is not
surprising to see why the contribution of agricultural credit to crop
production is negligible as was found by the researchers as mentioned
earlier.
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Table-4: Uitization of Credit by Farm Size

{In percentage)
Farm size | Purposewise | Diversion of Credit for
Groups Utilization Investment in Non-farm and Total
of credit Agriculture Household

Related Acti- Consumption

vities Expenditure
Small 47.35 16.90 35.75 100
Medium. |58.94 17.15 23.91 100
Large 70.55 573 23.72 100
All 59.53 1251 27.96 100

AGRICULTURAL CREDIT POLICY IN BROADER PERSPECTIVE

There parties: Government, credit institutions and farmers are involved
in institutional credit operation. Since their interests are not mutually
exclusive, agricultural credit operation in Bangladesh is not running at a
satisfactory level. As a result, farmers, particularly the small farmers have
received little benefit from disbursement of agricultural credit. Fig. | shows
that primary interest of the farmers is to maximize agricultural production
through receiving agricultural credit. But, at the same time most of them
have intention to divert the credit for consumption and other purposes in
order to improve quality of life.

For Government, the primary interest is to increase agricultural
production through distribution of institutional credit to the farmers.
However, the government agricultural policy in accordance with suggestion
of donor agencies affects farmers' interest. For example, farmers' intention
to increase net farm income are frustrated by government policies of
withdrawal of subsidy from fertilizer, irrigation, etc. and at the same time the
policy of keeping foodgrain prices low in order to satisfy polmcally powerful
urban classes.

For credit institutions, the primary interest is to maximize profit with
commercial attitude. Since investment in agriculture is a risky business in
Bangladesh, the credit institutions are not interested to be involved in
agricultural credit operation. Therefore, no private bank participates in
agricultural credit operation. The nationalised commercial banks and other
institutions like BKB, BRDB and BSBL simply take responsibility of
disbursing agricultural credit in accordance with government policies.
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Further, since agricultural credit disbursed by the credit institutions
(particularly the NCBs) is not financed from their own fund, they are not
much concerned with its proper utilization and recovery. Again, the credit
institutions, particularly the NCBs are not much concerned about
distributing the credit to the farmers who are mostly poor, rather, to keep
the number of loanees manageable they want to distribute credit to few
persons. Therefore, the objectives of largely benefiting the small farmers
through credit distribution and to increase agricultural production are not
achieved. Unless the intentions of the farmers, government and credit
institutions are made mutually consistent, difficulties and inefficiencies will
arise.

Fig. 1. Agricultural Credit Operation and Conflicting Interest of the Farmers,
Government and Credit Institutions.

Agricultural
Credit
’_]\-m._.___‘* Credit
Borrowers Government Instituaions
Primary intention: Primary intention: _I_P—r—'-maﬂ'—nte-m%
To increase farm To increase agril. uﬂzﬂlig';an':fgrgﬁ it
income production Sttitide

-

l

Conflicting interest:
To improve quality
of life using
agril. credit

m““
CONCLUSIONS

Conflicting interest:
To adopt agril. policy
in accordance with
suggestions of donor
agencies which affects
farmers' interest and
agril. production

Conflicting interest:
To take an additional
responsibility in
accordance with Govt
credit policy which
affects their profit
motive attitude

In order to enhance.agricultural production and to help millions of

farmers engaged in agriculture, share of agricultural credit to total bank
credit should be increased. Secondly share of agrigultural credit directly
related with agricultural production should also be increased. Further,

T
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special attention should be given to small farmers in disbursing as well as
recovering agricultural credit. Since small farmers need credit both for
agricultural production as well as for their survival particularly at critical pre-
harvest periods (i.e. before harvesting of Boro and Aman), provision for
consumption credit may save them from indebtedness by borrowing credit
from non-institutional sources. Normally, interest rate of credit received
before harvesting which is payable after harvesting of Boro or Aman paddy
is 100%. In terms of paddy the money lenders provide one maund of paddy
before harvesting and received two maunds of paddy after harvesting.

Further, credit institutions should not treat agricultural credit as per
commercial credit. Since agriculture in Bangladesh suffers from a variety of
instability (i.e. natural hazards, price instablity, etc.) liberal and flexibie
(depending on extent of instability) credit policy is needed to benefit the
farmers of Bangladesh. For example, terms and conditions of agricultural
credit may be more liberal so that smaill farmers get more access to
institutional credit and if possible, the interest rate for agricultural credit
should be kept lower than commercial credit. However, agricultural credit
programmeé can only be successful if price incentives, marketing, farm
input supply, extension services and credit are handled together.
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PRICE STABILIZATION AND AGRICULTURAL
PRODUCTION : THE CASE OF BANGLADESH

MODAN MOHAN DEY~

1. INTRODUCTION

Bangladesh is predominantly an agricuitural economy. Agriculture,
including livestock, fisheries and forestly, contributed nearly half of the
Gross Domestic Product (GDP) in 1887-88. [1]. At the present stage of
Bangladesh's development, the overall performance of the economy is
inextricalby linked to the performance of the agricultural sector. Prices of
agricultural products strongly influence the performance of the agricuitural
sector. Thus, an effective and rational price policy plays an important role in
accelerating the rate of agricultural growth as well as the overall economic
development of Bangladesh.

For a long time, price policy has been an integral part of the
government's policy for the agricultural development, although some
studies argue that the policies have neither been formulated well nor
successfully impiemented [7, 8].

The Third Five Year Plan of the Government of Bangladesh gave, at
least on paper, added empbhasis to the role of an articulated price policy for
encouraging agricultural growth. Some of the objectives of the agricultural
price in Bangladesh, as reflected in the Third Five Year Plan, can be
summarized as follows:

— To encourage increased production and investment in food crops.

— To stabilize the market of food crop products.

— To ensure a smooth flow of the supply of foodgrains to consumers at

reasonable prices.

— To promote multiple cropping and the efficient use of resources.

— To guarantee a fair price to growers and stabilize the wide seasonal

fluctuations in crop prices.

— To provide a reasonable farm income to growers by supporting the

prices set by the government.

* Senior Scientific Officer, Bangladesh Agricultural Research Centre
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Market price stabilization has thus remained an important objectives of
agricultural price policy in Bangladesh. Timmer showed that a properly
managed agricultural price stabilization programme has considerable
potential to accelerate economic growth [18].

Bangladesh has adopted an agricultural technology-led growth strategy
as her development strategy. The country is now on the road to
technological progress in agriculture. At this stage, downward fluctuations
in the agricultural price level are likely to be more numerous. It is, therefore,
very important to analyse the effects of price stabilization as well as of the
existing price stabilization policies of the government on agricultural
production.

This report has been organized into 4 sections. The first section is
introduction. Section 1l is devoted to analyzing the fluctuations of
agricultural prices in Bangladesh. Section Ill idiscusses the role of price
stablilization in agricultural production. Sgction IV evaluates the
performance of various price stabilizing programmes in increasing
agricultural production.

Il. FLUCTUATION IN AGRICULTURAL PRICES

The starting point of any exercise in price stabilization is to probe into the
nature and extent of price fluctuation. Temporal fluctuations in prices can
be grouped into two types: inter-year and intra-year. The inter year
variations are generally referred to as annual instability and the intra year
variations are called seasonal instability. This section examines the
fluctuations in the annual and seasonal or monthly prices of agricultural -
commaodities.

Fluctuations in Annual Prices

Annual fluctuations in prices can be measured in a variety of ways. A
commonly used measure, often referred to as “the measure of nominal
fluctuation”, is the percentage change in the price for any given year
relative to the price for the preceeding year. Such a measures, however,
fails to differentiate between the trend and the random elements of
fluctuations. The trend component can be separated from the random
element by a number of procedures, such as by fitting a trend equation,
(linear, semi-log or log linear) or by detrending using a moving average
technique. In this paper, yearly price fluctuations around the trend were
estimated by detrending the price data using a 3 year moving average
technique (Table 1). Table 1 shows that the year to year price fluctuations
were highest in the case of jute, followed by those of potato. Deviations
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from the moving average, indicates that the fluctuations in jute prices were
more than 10 per cent, plus or minus, in 8 years out of 10 during the period
1976/77 to 1985/86. During the 1970's and 80's domestic jute prices
fluctuated substantially, primarily because of fluctuations in the world price
of jute [2, 18]. Among cereals, prices fluctuations were least for wheat
during the period 1976/77 to 1985/86, when the deviations in the actual
price from the moving average was not more than 10 per cert in any year.
This may be because almost 77% of the wheat consumption (Dey 1988)
comes from the public sector and public sector prices {rahon prices) are
fixed by the government.

Fluctuations in Monthly Prices

Fluctuations in monthly prices are examined by estimating the
seasonality index. The seasonality index ‘was calculated by following
Pindyck and Rubinfeld [12], as a ratio between the actual monthly price
corresponding to the central 12 months moving average expressed in
percentage. The indices were adjusted in such a way that the 12 monthly
indices of a given year added to 1200 (for details see appendix 1). The
seasonahty index tor coarse rice, wheat and jute were reported in Table 2.
The panel at the bottom shows the percentage po:nls that separate the
highest and the lowest ratios. These are percentage seasonal spreads.
Table 2 reveals that there is a strong seasonality in the growers price of
agricultural commodities, aithough the seasonality in rice prices is
decreasing over the years.

Table-1: Fluctuation in Annual Prices of Agricultual Commodities in
Bangladesh, 1976/77 to 1985/86.

vigtion P fr Movi Aver Pri .
Year - Aman Aus Boro Wheat Potato  Sugarcane Jute
1976/77 4.54 22.22 3.89 -8.58 27.34 - 2023 13.44
1977/78,  -1.42 -6.21 18.85 -1.186 596 S.O:S -15.07'
1978/78 6.91 -204 -15.44 9.80 -12.08 -1.27 -6.66
1978/80  -7.90 6.33 1.74 -4.75 7.24 -0.52 21.55
1680/81 5.52 0.04 6.63 4.75 -10.00 0.08 -5.02
1981/82 -2.84 834 -2.10 -2.46 5.03 -23.08 17.08
1982/83 512 -712 4.43 -5.58 46.80 0.81 -10.85
1983/84 086 1132 817 661 2385 . 410 3618
1984/85 950 -14.07 6.03 -3.39 15.06 4.27 -35.30
1985/86 14.23 11.73 288 2.01 1.74 -6.00 = 19.29

Source: Bangladesh Bureau of Statistics.

201



Bangladesh Journal of Political Economy

sosIvIS jo neaing ysape|bueg oY) Woi aie ejep olseq [99INoS

6819 ‘Hl en [ O ¥t Pe'Gl G5eee (I YA G091l Wa
6989 6p 8L £9°06 05 26 LL06 0.6 1226 8806 150M07
LSEZL 1904 9L bl ry 801 20gll 180l wm.mc.P £6901 1sayBiy
L9EEL 06'6L £9°06 0526 60 66 L'S6 59'96 0L'e0l aunp
©o18'801 0548 £E° 16 28 76 88 E6 6’86 /S'B6 64201 e
PoLiL AL £E 16 1O'EB £L°06 ‘0L'g0l | 86601 | E6'90} [udy
9 e2l 6. 801 £6 06 74796 8h'26 04'v0L | 9520} g1 10l yoren
osell eront e 00l 22901 | 00'20! £'86 26°€01 Ve LB Areniga4
oLekt [901) GG ol rS'80L | 6696 0216 81 66 19 v6 Arenuep
LE LB 09601 58'e0l L1001 8566 QLL6 28'e6 898 06 Joquuagac]
S0 88 8¢ L0} 99601 G0'86 69 86 0500 | 9146 A A~ i laquianon
r9 08 gzeol al'l Ll £r 201 0€'G01 02’201 | E9°VOI 8686 18qo120
18E8 60°F01 Ge Lol pi 80l 1E°L01 0L°00F | 66001 6rcol jaqualdag
vl €8 11 86 L 00V .| SV BE 06'901 046 (WA 827101 1snBiny
89'89 6Y 8L 61 L6 £9'96 ZOELL 6'86 £5'v6 Ly vol Anp
/B/5861 r@/2as! /R/5861 PB/286) 1 B/6L6) /8/5861 ¥8/2861L 18/6/61
——————OBCIONE BUAO — T hphEoAT DUAOW T BbEoAE DUAGW
{enuao Buipuodsalion [2nuog m_.__.vcoqmm:oo [enuas m:._ucoammtou
au pue aoud AjiLow o pue ooud Apuot auy pue aoud Ajyiuowt SUYUop
[ENIOE BU1 UBOMIDG ONEY |Enj2e o\l udamian oleH |enjoe ay) ugamiaq ohey
IR IV T J0™ 3sHvO0

7575961 08/6.61 '[sepejbueg U) seo [eannouBy U Aieuoseas : g-olqeL



Dey : Price Stabilization
1. THE ROLE OF PRICE STABILIZATION IN AGRICULTURAL
PRODUCTION

Some economists have raised the question as to whether government
should intervene in the market to stabilize price. There is a slogan in the
economic literature 1o ‘get the prices right’. Newbury and Stiglitz showed
that welfare 'gains from price stabilization are empirically not important
relative 1o the costs which the government must incur in order to stabilize
prices [11]. However, economists like C.P. Timmer and Kanbur have rightly
pointed out:that Newbury. Stiglitz and their group have not considered
(i) the farmer as an investor. and (i) the macroeconomic ramifications of
price instability [16, 8]. It is also unrealistic to assume in a country like
Bangladezh that consumers can save enough in times of low prices to pay
for higher prices. which many traditional welfare economists assume 1o
conclude that commodity price stabilization schemes are economically
wasteful [3].

Price stabilization in Bangladesh is desirable for various reasons. For
- preducers, price instability leads to unpredictable variability in real incomes.
This variability may lead to production decisions which are later considered
mistakes. Uncertainty about future prices inevitably retards specialization
and the commercialization of farming as well as investments in agriculture
hence slowing the growth in agricultural output. Consumers are also
severely affected by price instability, notably by the impact of price surges.
Low income consumers are very vulnerable to food price ‘instability.
Agricultural price instability also has Serious. _maCro-économic
conseguences on balance of payments problems and on sub-optimal
productive domestic investments [5].

The following paragraphs of this section mainly discuss the role of price
stabilization in agricultural production.

Price Stabilization and Area Expansion

Risk plays an important role in deciding the area under a particular crop.
Empirical evidence shows that price risks for jute have a significant negative
effect on the jute acreage in Bangladesh [13]. Although there is no robust
empirical evidence in Bangladesh on the role of price risks in ather crop
acreages, evidence from other Asian countries suggests that price risks
also affect the acreage of many other crops. Recent reduections.in the
acreage of potatoes may be another case of the above-mentioned
phenomenon. During the last 10 years. deviations in yearly potato prices
from the moving average were more than 10 per cent (plus or minus) in 8 of
the -years. This price instability, may have contributed to reducing the
-acreage of potato.
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Price Instability and HYV Adop.. ~¢

There is a growing body of literature emphasizing the role of risk in the
diffusion of modern technology in peasant agriculture. Shahabuddin
shows that both output and price risk have significant negative impacts on
the adoption of high yielding varieties of aus and boro rice [15]. Price
stabilization can thus reduce the risk, and increase agricultural production
through the rapid adoption of modern agriculiural tech n010gy

Price Instability and Investment

At the farm level, price instability leads to lower investments than are
optimal for production for the market, relative to the production of
subsistence crops [16]. Shahabuddin also supports the above finding, and
shows that farmers invest lower amounts of inputs than the allocatively
efficient amount (at the level where added cost equals added benefits) in
jute cultivation [15].

Timmer also argues that price instability leads to lower investments than
are optimal in productivity enhancing soil amendments, and irrigation and
drainage facilities [16]. Rashid reveals that very little of the 8 million hectares
of cultivated land is being used at its optimum level [14). Stabilization of
agricultural prices may increase agricultural produclzon through increasing
investments in the agricultural sector.

IV. AGRICULTURAL PRICE STABILIZATION PROGRAMMES

The agricultural price stabilization programmes of the Government of
Bangladesh include: Procurement of agricultural commodities, public food
distribution, import-export management, and public stock management.
This section evaluates the role of these programmes in increasing
agricultural production.

Public Procurement Programmes

At present, government seis the procurement price of paddy (rice),
wheat, sugarcane, tobacco, and cotton. Before 1880-81 the governemnt
also used to set statutory minimum prices for Jute. However, among these
commodities, the government puts special emphasis on the procurement
of rice (paddy) and wheat because they are the major foodgrains for
Bangladesh.

An effective programme can reduce price instability, (mainly seasonal
instability), by preventing harvest prices from falling below certain level. In
an effective procurement programme, harvest prices should be more than
or equal to the procurement price set by the public authority. Table 3 shows
the procurement and harvest prices of rice, wheat and sugarcane. The
table reveal that, in most cases, the procurement programme was not
successful in preventing harvest prices from falling below procurement
prices.
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Tyagi (1288) analyzed the harvest prices of rice and wheat prevaling in
different rural markets between April 1884 and May 1985. Tyagi's results
show that producers failed to realise the procurement. prices fixed by the
Government. 3

There are many reasons for the inetfectiveness of the procurement
programme in maintaining procurement prices at the farm level such as (a)
low volumes of procurement, (b) inadequate funds, procurement centres
and storage space. (c) fack of space in the godowns due to heavy imports,
and (d) collusion between officials and traders [10]. Although the
procurement programme was initiated-more than 30 years ago. domestic
procurement has been a rather small percentage of domestic production
except for the year 1980-81 (Table 4). It seems that the target of the
procurement programme was quantity rather than price.

Although seasonal spreads of rice have fallen in recent years (Table 1),
the question is, can we attricute this improvement or at least a part of it. 10
the procurement programme? Only a sophisticated modelling exercise.
which to the best of our knowledge. remains to be performed, can provide
a definite answer. Even without geing into that. we can proudly show that
the procurement pregramme has not been very successful in reducing the
seasonality of rice prices. Table 5 shows that even in the years of
substantial rice procurement. 1877/78. 1881/82, and 1987/88. growers’
prices were lower than procurement prices. In 1980/81, a year of massive
procurement in the history of Bangladesh and the then East Pakistan.
growers' prices were only 76% of the procurement price.

In conclusion there are sufficient grouds for scepticism about the role of
procurement policies in supporting growers’ prices, reducing seasonal
price fluctuations and, as a whole. in increasing agricultural production.
Table 4: Procurement of Agricultural Commodities as a percentage of Production,
Bangladesh, 1876-1988.

Percentage of P ction_ Procure

Year Aus Aman Boro All Rice Wheat
1876-77 007 438 0.32 2164 4.35
1977-78 0.05 675 165 1S 323
1878-7¢2 0.57 2.8¢ 4,16 2.36 15.58
1870-80 0.00 2.40 .2.03 1.78 17.57
1580-81 ue - 08 5.40 877 601 ° 26.583
1081-82 0.60 1.65° 478 207 345
1082-83 0.03 1.23 209 115 2.02
1883-84 0.34 1.06 1:51 0.28- 8.81
1984-85 0.06 0.65 143 0.89 16.78
1985-86 0.00 1.63 218 : 142 13.83
1986-87 0.00 272 288 2.20 5.10
1687-88 0.00 an 5,05 : 4:54 532

Source 1, Bangladesh Bureau of Statistics
2. Directorate of Food
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The Pubiic food Distribution Programmie

Government of Bangladesh distributes rice, wheat, white sugar ang
edible oil among consumers through the public food distributions system
(PFDS) A properly designed PFDS can reduce seasonal variations in
agricultural prices, and the reduction in seasonal variations can, in turn,
increase agricultural production.

A public PFDS can achieve the above objective by introducing a suitable
variation the in flow of the ration commodity.

For example, a dampening effect on rising trends in prices during the
lean months (the months immediately before harves!) can be created by
distributing a larger volume of rations during that period. Similarly a sharp fall
in prices during

the harvest season can be prevented by reducing the tlow of rations
during that period. The system is not as efficient as it could be. Although
there appear to be some grounds for believing that public food distribution
in general and open markel sales in particular have been relatively
successiul in recent years in containing seasonal price fluctuations,
governments still distribute huge quantity of foodgrain during the harvest
months. Table 6 shows that during the aman, boro and wheat harvesting
months (during November to December and April to June), the
government distributes substantial quantity of foedgrain through the
PFDS, thereby reducing the effectiveness of the PFDS in containing
seasonal price fluctuations.

Table-5: Production P;ocur.emem and Growers to Procurement Price Ratio of Rice
1977/78 10 1987/88

Year Production % Change Ratio Growers
. over Procurement prices 1o procure
{mill. 2 last ment price (%)
m. ton) year Amount % of Change Aman Boro
(mill.in  prod. over season season
_ ton) Last yr
1877-78 12.897 10.20 0.55 4.15 774 8028 90.47
1978-7¢ 12,84 {-1.00) 0.2¢ 236 [47.3) 88.13 126.92
1879-80 12.73 (-0.20) 0.23 1.76  (-20.7) §7.27 8062
1880-81 1388 8.0 0.7 8.01 23.48 76.08 76.08
1981-82 13.63 (-1.8) 0.27 207 (-648.4) 100.00 104.03
1882-83 14.21 4.2 0.17 1.15 (-370.4) gg.26 103.70
1983-84 14.51 24 0.14 098 (-17.6) 8930 113.54
1884-85 14,62 08 0.13 0.88 -7.1) 112.42 90.10
1985-86 15.03 2.8 0.22 142 0.7 98,82 §7.43
1886-87 15.50 3.1 0.14 220 (-36.4) 10257 9450
1887-88 15.30 (-1.3) 0.2 454 107.1 96.75 81.25

Source: 1) Direcforate of Agricultural Marketing.
2) Bangladesh Bureau of Statistics.
3) Directorate of Food.
Note: 1. Aman harvest season was treated from November to December
2 Boro harvest season was trealed from May to June

»
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Table 6: Monthly Domestic Procurement and Off-take of Foodgrain in
1584/85 to 1587/88

{in 000 m. ton)

Month 198485 198586 198687 1987-88
Procure Oft Procure Oft  Procure Off Procure Oif
ment take ment take ment tahe ment take
July 8 223 38 84 8 a2 34 166
August 0 258 16 g3 i 108 3 218
September _ 4} 262 5 125 ol 151 0 %5
October 0 286 g 165 0 238 0 2c2
November 3 262 1 133 1 186 2 242
December 11 238 36 115 10 120 23 217
January 12 252 55 148 g 197 20 204
February 20 222 38 155 3 220 50 233
March 61 196 17 158 1 246 10 249
April 122 183 83 1681 20 243 80 187
may 54 122 23 53 42 17 &0 121
June 55 77 30 g a0 135 50 140

Source  BES. Menthly Statistical Bulletin, Various lssues

Import and Public Stock Management

Import-export policy and stock management are two widely used policy
instruments ' for combating inter-year variations in agricultural prices and
supply. In Bangladesh, the government uses these policies mainly for
foodgrains. Foodgrain import and stock management are two imporntant
component of the foodgrain policy of the Government of Bangladesh, and
their effects on-prices and production have become a much-debated issue.

Table-7: Monthly Stocks and Import of Foodgrain in.Bangladesh, 184/85
to 1987/88

M e {in '00 m. ton)
Monih — A, | 27 2 1987-68
Stocks Imperts Stocks Imports Stocks Imports

July 974 102 977 70 1042 482
August 1071 31 1005 89 g42 106
September 283 8 945 323 806 199
October 976 104 1114 123 897 400
November 1119 22 938 194 994 508
December 8486 73 934 0 1183 702
January 928 40 798 0 1145 151
February 85¢ 21 621 76 1248 288
March 781 g5 700 153 1083 87
April 730 197 54¢ 258 10%1 161
May 818 210 394 0249 1665 122
June 892 136 418 379 1417 184

Source: BBS. Monthly Statistical Bulletin, various issues.
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The Agriculture Sector Review Report and a recent Worl Bank Report

conclude that imports and foodgrain stocks in-recent years have been -
excessive [1, 17].

The ASR team argues that the optimal public stock for Bangladesh
would be around 900.000 metric tons. But Table-7 shows that stocks
exceed 900,000 metric tons in many months. This “excessive” stock also
creates a problem for the procurement programme. Effective storage
capacity in the country is only 1,400,000 metric tons. A stock of around
1,000,000 metric tons during the harvest season, as happened in recent
years (Table 7), reduced the scope for procurement to uphold the
announced procurements price. As a result farmgate prices may fail sharply,
as happened in 1887-88 (Table 3) as well as in last aman harvest season. In
addition, the government also imports substantial amounts of grain during
the harvest season to make the case worse (Table 7).

CONCLUSION

In Bangladesh, there are substantial degrees of variation in the inter-year
and intra-year prices of agricultural prices, and these fluctuations are
hindering agricultural growth.

Existing price stabilization programmes have not been very successful in
increasing agricultural production. To make stahilisation programmes more
effective, the following policy actions may be useful: (1) changing from a
quantity targeted to a price targeted approachin Procurement Programme,
(2) Improving the planning of import and public istribution.

These two policy changes, together can make as major contribution to
reducing price instability bringing benefits to both producers .and
consumers of agricultural commodities in Bangladesh.
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APPENDIX-| ;
ESTIMATION OF SEASONALITY INDEX

The procedure used in this study is based on Pindyck and Rubinfeld
(1981). First, a 12-month moving average was completed:

Pt=1 M2 (Pt+6+" "+Pt i_:l-'l +..+P

t-5
Then we divided the original data by the moving average
Pt ' :
i Pfx 100.

The next step was to average the values of Z corresponding to the same
month. In other words, suppose that Z1 corresponds to January, 22 for

February, etc., and that there were 48-month data. We thus computed-

Z1 =1;’4(Z1 +Z13+225+237)

22=1.-‘4 (22+Z,1 4+226+238)

Z12=1/4(Z1p+Zo4+Z 36+248)

Finally, seasonal indices vger'e computed by multiplying the averages
24 T ,Z12 by a factor that brought their sum to 1200 (For Example,
| 7 T e R Z12 added to 1170, we multiplied each one by
1200/1170, so that the indices added to 1200.
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A CRITIQUE OF THE BASIC NEEDS APPROACH
TO ECONOMIC DEVELOPMENT

M. SOLAIMAN MANDAL"

INTRODUCTION

All production function models (or strategies) of economic development
are distinguished by various emphases on different factor of production
(land, labour, capital and entrepreneurship) and by various types of
production function assumed!. Nonetheless, they all suffer from the
common deficiency of looking upon the rate out put (GNP) growth as an
indicator of economic developmem and upon distribution of income as an
outcome of factor employment and factor substitution possibilities2:
Growth of out put becomes a poor indicator of economic development
because it may very well be associated with unemployment of labour and
unequal distribution of income. The unemployment of labour may be
associated with growth of out put owing to a number of factors such as

Department of Economics, Rajshahi University

1, The various types of production function that appear in next books on economic
development are those of the classical and the neo-classical production functions the
Cobb-Douglas production function, the constant elasticity of substution production
function, the Harrod-Domar type of production function etc. The classical productlon
function is characterized by absence of factor substitution and the neo-classical one by the
presence of factor substitution. Viewed from this angle all production functions are either
of the classical type or of the neo-classical type. Production function studies of developing
countries are those of Maddison, Bruton, Robinson, Hagen and Hawrylyshyn, Correa,
Gathon, and Lampman. Brief surveys of different production functions are [1 2]

2 The best known models of factor employment and factor substitution possibilies are those
of the classical and the neo-classical economists. The assumption of factor substitution
impossibility led the classical economists to the pessimistic conclusion of secular stagnation
in capitalist societies; the same assumption confronted Harrod and Domar with-the problem
of knife-edge (unstable) equilibrium in capitalist economies. The neo-classical economists
who conceed factor substitution possibilities reached radically different, albeit overtly
optimistic, conclusion relating to a steady state of economic growth and stable equilibrium
only at the full-employment level. The assumption of rigidities and inelasticities of the
production function enabled the Keynesians to arrive at the conclusion of
underemployment equilibrium and secular stagnation in mature capitalist economies. The
same assumption help modem development economists explain the phenomenon of
stagflation in developing countries of the Third World. [3.4,5,6].
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structural disequilibrium in the tactor market leading to substitution of capital
for labour [7,8], low productivity of labour relative to the productivity of
capital, technological constraints on the substitation of labour for capital [9],
scarcity of capital necessary to absorb the unemployed labour
(complementary relationship between capital and labour), and choice of
in appropriate techniques of production [10,1 1] and so on. Moreover, mass
poverty can co-exist with a high degree of income inequality as well as with
income equality. Still further, reductions in absolute poverty can be
consistent with increases in income inequality.

RATIONALE OF BASIC NEEDS APPROACH

The inadequacies of the production function approach have given rise
to formulation of an alternative development strategy concerned directly
within eradication of absolute poverty through making enough provision for
satistaction of some basic human needs. Recent discussion on needs-
oriented strategy considers six areas of basic human needs: nutrition, basic
education, health; sanitation., water supply. housing and related
infrastucture [12,13,14,15,16,17,18,19]. The problem of selecting and
appropriate index for any one of these basic needs can be solved by
technical experts in that area. The following can serve as an illustration of
the core indicators of progresss in each area of the basic needs3.

Health: Life expectancy at birth.
Education: (i) Literacy rate;

(i) Percentage of primary school enrolment of children
between the ages of say 5-12.

Food : () Calorie supply per head:;
(i) Calorie supply as percentage of calorie requirement.
Water supply : (i) Infant mortality per thousand births:

(i) Percentage of population having access to potable
water.

Sanitation: (i) Infant mortality per thousand births:

() Percentage of population having access to
sanitation facilities.

3. The following discussion on the rationale of basic needs approach and on strong points of
this approach is based on Hicks and Streeten [12,13,5]
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Housing: No core indicator can be suggested for this area of basic
needs, since room area is rather loosely correlated to lite
expectancy.

Infant mortality can be taken as a good indicator of availability of
sanitation and clean water because of susceptibility of infants to water-
borne diseases. Morecver, data an infant mortality are generally more
readily available than data on access 1o clean water. While the literacy rate is
a good general indicator of the progress in education. the percemage ot
the relevant age-group of children, say between 5 and 12 enrolled in
primary schools as a satisfactory indicator of a country effort towords this
direction. The availability of inputs for water supply and sanitation tacilities
can also be considered for measurement of progress in these areas. The
problem of setting core index for the housing secior arises from the fact
while room area per person seems to be the only plausible indicator of
crowding, it is hardly accepted at a satisfactory measure of room gualities
and rather loosely correlated to the expectancy of life at birth. Data for this
core indicator are sure to be scarce and unreliable. The intake of calorie per
adult person is usually taken as the core indicator for the food sector, ‘but
the source of calorie is also important for health production.

The next step towards developing the basic needs approach is to
combine the core indicators into a “composite” basic needs index. The
progress towards this direction has been very much due to practical
difficulty of working out an acceptable system of weights for the suggested
basic needs. “Despite considerable research on composite indices, no one
has come close to developing a rational weight system. It is difficult even to
suggest direction for further research” [12]. One way of sidetracking this
problem is to restrict the range of the indicators to only one or two which are
highly correlated with the six basic needs. The very fact that most of the
basic needs are essentially inputs rather than ultimate goals enhances the
prospect of such reduction of the indices. Particularly, nutrition, clean water
and sanitation facilities are definitely inputs for the health status of the
population in a country. The same treatment also holds true of the housing
and education sectors, although to @ much more limited extent. Thus all the
six basic needs can ultimately be reduced to inputs for a health “production
function.” A high degree of association among the various core indices can
be traced to their impact on health. It is argued therefore that “some
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measure of hea'th such as life expectancy at birth would be a good single
measure of basic needs” [12]. Life expectancy is thus treated as a
“composite” weighted index of progress in meeting the physiological basic
needs. The index has the merit of “capturing the impact on individuals not
only of the non-market factors but also of income nef of taxes, transter
_payments and social services without raising all the difficulties of income per
head measures...... ... f '

STRONG POINTS OF THE BASIC NEEDS APPROACH

The income approach gives emphasis on measures for raising the
incomes of the poor so that they can acquire access to basic needs.
However, the basic need approach consicers the income to be partial or
incomplete on several grounds.

First, some basic needs such as education; health, water and sanitation
can be satistied more ettectively through public services made available to
the poor at subsidized prices. Although provision of public services at
reasonable prices can be regarded as common of all poverty oriented
approaches, the basic needs approach requires the Government to make
sure that these services reach the target'groups of people.

Second. consumers both rich and poor sometimes to fail to optimize
nutrition and health owing to lack of knowledge about nutritional values of
different items of food. As a result, they often spend their incremental
incomes on food items of lower nutritional values. This is particularly true of
the poor who frequently divert their incremental incomes away from more
nutritious wheat to less nutritious rice or from more nutritious coarse to less
nutritious refined grains.

Third, the manner in which additional incomes are earned may affect
nutrition adversely. For example, female employment may roduce breast
feeding and hence the nutrition of the concerned babies. More profitable
cash crops may replace cheaper but more nutritions ones and may thus
undermine nutrition and health. Replacement of maize by tobacco is a case
in point. .

Fourth, malnutrition may persist within households and between
households in many countries. Dependent persons (house-wives,
children, aged persons) sometimes receive smaller proportion of nutrition
than working members in many households; and women in many societies
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have to shoulder the heaviest work load, whereas they receive the least
amount of nutrition. .

Fifth. a substantial percentage of the destitutes (sick, disabled, aged or
orphans) who may or may not be members of households in & country can
get their basic needs only through transfer payments or through public
services. Income or productivity approach to employment generation and
poverty alleviation can hardly reach the destitutes. Even affluent societies
find it difficult to implement programmes for alleviation of poverty amoeng the
disadvantaged or handicapped groups of their population.

Sixth, although the production function aproaches have given a great
deal of attention 1o the growth of income and the choice of techniques,
they have generally neglected the income redistribution and particularly the
supply of basic needs to the disadvantaged and handicapped groups of
people in a society. The excellence of the basic need approach lies in the
fact that it “seeks to choose appropriate final products and produce them
by appropriate techniques. thereby giving rise to more jobs and a more
even income distribution which in turn generates the demand for these
products” [12]. A ruthless application of the price mechanism in economics
infested with rigidities and inelasticities of the production and trade
structures accentuates inequality in income distribution and encourages
production and import of luxury goods even at the cost of basic needs.

Lastly. the income approach generally over empasizes material needs
and underestimates the imporiance of non-material needs of a society. This
point becomes particularly relevant when non-satisfaction of non-material
needs (such as participation) increases the difficulty or obtaining the basic
needs much more than getting access to income.

WEAK POINTS OF THE BASIC NEEDS APPROACH

The basic needs approach has been developed as a critique as well as
an alternative 'to the income or productivity approach to economic
development. !t is quite clear, however, that the presentation of the
approach ‘in term of a simple health “production function” in which lite
expectancy at birth is considered to be the end product of the six basic
needs of human life made available to the various classes of people in a
society can be subjected to some serious questions.

First, it is rather an over simplification to regard lite expectancy as the end
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product of the six highly correlated physiolegical needs alone. There are
other basic needs like fuel, energy, clothing, etc, and social needs such as
fresh air, play grounds, recreation centres, public parks and gardens,
ecology and environment free from industrial pollution which have bearing
upon life expectancy at birth and which have claims to be included into the
health production function. It would be unrealistic to treat these factors as
exogeneobs variables in view of the fact thal population growth and
econcemic development have protound impact upon the qualities of these
tactors4. High rates of population growth can lead to deterioration of
ecological and environmental qualities and thereby adversely affect the
supply of nutrition, health, housing and sanitation, which can cut down the
expectancy of life at birth. The issue of population growth, ecological and
environmental deterioration and short supplies of basic needs is paricularly
important in the context of Bangladesh where excessive pressure of
population on -land has seribusly undermined the ecological and
- environmental balance and the supplies of basic needs.

Second, the basic needs approach can at best be treated as a
suppiement to the income approach expressed in terms of output
production and income distribution. The former is too narrow an approach
to overall development planning aiming at alleviation of absolute and
relative poverty through transformation of the imput and output structures
.of an underdeveloped economy. There are four or five major macro-
economic (not to speak of the micro-economic) variables of a poverty-
oriented development planning, namely (a) deceleration of population
growth, (b) acceleration of GNP growth, (c) adeguate supplies of basic
needs, (d) redistribution of income and assets with a view to giving to poor
access 1o the basket of basic needs and (e) creation of employment
opportunities for the unemployed and the destitutes®. The basic needs
approach has the merit of pointing to the deficiencies of the income
approach; but it does not contain all the ingredients needed to eradicate
absolute and relative poverty.

Third, the health production expressed in terms of life expectancy at
birth as the end product of the six basic inputs in as much aggregative as

4. One of the best studies on this aspect is §20] See aiso [21]
5. A brief discussion on the macro-economic elements of a poverty oriented development
planning can be found in [22.5, 23].
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the GNP production itself. Unless the socio-political order of a country is
strongly poised to an equita-ble distribution of the basic needs, the
measurement of economic development in trerms of the core indices of
progress in all the sectors of the basic needs should threfore be much
more meanigful than the single “composite” index of life ‘expectancy at
birth. This deficiency of the basic needs approach can. however, be
mitigated by taking the life expectancies of the different classes of people
-in a country and allocating more resources 1o the satisfaction of basic needs
of the classes of people with lower expectations of life at birth.

Fourth. the basic needs approach to economic development and
planning can hardly be a substitute for the production function approach,
unless we classify the basic needs into (a) private needs and (b) social
needs. Private needs can further be classificed into (i) consumption needs
and (ii) production needs®. The basic private and social needs more or less
directly related to expectancy of life at birth are: nutrition, fuel, clean water,
clothing, housing, heaith, sanitation and education. There are, however,
categories of social needs that are indirectly related to life expectancy, in-
as-much as they affect the production and distribution of the basic needs
directly related to the health production function. These are: economic and
social infrastructure capable of creating external economies for the
production and consumption units of an economy; ecological and
environmental qualities insulated against pollution and hazards like floods,
draughts, soil erosion, soil salinity, water salinity, exhaustion of soil fertility.
and so on: democratic social and political order representing all classes of
people and free from mass exploitation by vested interest groups; and a
bureaucratic order more or less free from socialized or institutionalized
corruption and from pressure groups within and outside the Government
and the bureaucracy.

Fifth, it should follow from the fore-going discussion that the basic
needs approach has been addressed primarily to meeting the private and

6. Best known critiques of the basic needs approach are those of T.N. Srinivasan Sydney Dell
[25].- Dell “argues that there are difficulties of concept of measurement, and of
implementation on way to using basic needs as an operational tool for planning. Three
issues raised by him are: (1) a rade-off between higher rates of growth and basic needs; (2)
the rate at which any particular level of basic consumption should be approached over time;
and (3) whether the basic needs strategy implies a pattern of labour-intensive rural
development instead of large-scale industrial growth. The views expressed here are strictly
those of the writer of this paper.
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social consumption needs of the absolutely poor. But unless the poor can
be provided with some basic inputs for production such as access to natural
resources (land, water, raw materials, etc.), energy resources for production
and consumption purposes, intermediary products (Like yarn, dyes, starch,
etc. for the handloom industry), material capital (like tools, implements.
seeds, manures, fertlizers, insecticides, etc.) human capital (like
entrepreneurship and labour skills), financial capital (consumption and
production credit) and policy package inputs (like input subsidies, price
support, crop insurance, etc.) the basic needs approach would simply boil
down more to management of consumption needs than to the
management of production needs of the poor. It can be argued, therefore,
that unless the entire production and consumption structures of an
econony can be geared through the political process towards giving the
poor an adequate access to all the basic needs mentioned above, the basic
needs approach is sure o be as much partial and incomplete as the
production function approach itself.

Lastly, it should be pointed out that the basic needs approach is as
much a sectoral approach to development planning as the production
function approach. The various sectors of the basic needs represent the
demand side of the consumption units which must be suitably matched by
the supply side represented by the production units. The basic needs
approach does not provide us with a readily applicable framework of
development planning, rather it needs to be fitted into the framework of the
production function approach to development planning. A poverty-
oriented development planning must accordingly incorporate all the major
elements of the income approach and the basic needs approach to
development planning. It goes almost without saving that such a
comprehensive planning has not yet been contemplated in Bangladesh”.

7. The post-independence period ot Bangladesh provided the most opportune time to
formulate and implement a basic needs approach to develepment planning . This is
becasuse the Awami League Regime was committed to socialism and democracy, and the
bureaucracy could also be kept largely free from institutional corruption owing to the high
spirit of nationalism and patriotism that prevailed in this period. But the commitment of the
Regime to democracy and socialism was more apparent rather than real. Deviations from the
principles of the state policy, lack of adequate support to the philosophy of the first five year
plan and mismanagement of the economy were some of the factors responsible for rapid
erosion of social values and evaporation of patriotism on increasingly large scales.
Emergence of dictatorial regimes in the subsequent periods reduced the planning
commission to the status of a co-ordinator of the sectoral plans and projects of the various
Ministries of the Government, and to a Secretatiate to the National Economic Council under
the Chairmanship of the President. whe actully moulded the philosophy of development
planning in erder to make the development plans accepiable to donor countries.
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CONCLUDING REMARKS

The six basic inputs need for the health production function are neither
exhaustive nor sufficient to eradicate absolute and relative poverty. So long
as the power structure in a country remains strongly entrenched to
exploitation of the general mass of population for the material benetit of the
vested interest groups, life expectancy at birth as an indicator of socio-
economic progress may simply become a test-tube baby brought out of the
laboratory of the statisticians at the command of the power structure. As a
result, any translation of the composite index of the six basic needs into the
single index of life expectancy will not only be misleading but also a furtile
exercise in planning for fotal transformation of a society leading to
elimination of poverty and class exploitation. Participation of the general
mass of people in the political process, planning process and in the project
inplementation process is an essential pre-requisite for any approach to
development planning designed for poverty alliviation. Such participation
can be envisaged only within the framework-of democratic social order and
democratic governments representing the hopes and aspirations of the
general people and bureaucratic order free from socialized and
institutionalized corruptions and also from pressure groups within and
outside the government. The bureaucratic order must also be capable of
delivering the goods and services expected of the order. Viewed from this
angle, poverty alleviation should become an end product of a
comprehensive planning incorporating all the elements of the basic needs
approach and all the elements of total transformation of a society. The
Planning Commission of Bangladesh has neither the autonomy nor
politically determined imperatives to formulate and implement development
strategies adequately or avowedly poverty-oriented. The socio-political
order and the bureaucratic commitment are strongly entrenched to a
dualistic society consisting of a large majority of poor people and a small
minority of elite uppe§ class.
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DEVELOPMENT IMPERATIVES

There has been growing realisation among the contemporary
development thinkers that the attempts at socio-economic transformation
in most of the poorer regions have not been credited with desired success.
A near exclusive emphasis on growth variables has not produced expected
results. Most of the third world countries were initially motivated by a
simplistic belief in the efficiency of capital accumulation as a means to
generate by itseif a process of growth and all round upliftement . A
continuous increase in investment through the mobilisation of resources
from both internal and external sources-mainly from external sources in the
form of aid was thought to be the key factor for sustaining an expansion in
the volume of employment and output. which in their turn were to raise the
level of living in all sections of the society. An increasing index of per capita
GNP to be obtained via ever increasing investment and growth of output
was thus considered to be the most meaningful indicator of development.

The third world development scenario, as it has unfolded itself over the
last four decades has, however, belied most of our hopes in the logic of the
dynamics of investment and in self sustaining growth. Even if there was
growth, it did not necessarily imply all round development. Benefits from
. growth were largely usurped by a small section of the population having
access to power and opportunities while the vast majority continued to
languish in poverty as before, in many cases they became even worse off
The World Bank record in the early 1970s revealed that in a typical
developing country, for which data were available the upper 20 per cent of
the population received in the proximity of 55 per cent of national income,
while the lowest 20 per cent got hardly 5 per cent. The pattern remains
more or less the same even today. The allocation of public services and
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. investment funds, largely guided by the economic interests of investment
agents, may be policy makers from within and / or donors from outside, has
contributed to a great extent to the strengthening, rather, than weakening
of the trend. An increase in per capita GNP, therefore. does not necessarily
indicate an increase in people's well -being, It may even hide the disturbing
facts of the gradual deterioration in the living condition of the vast majority
of the population.

This again has its debilitating effect on the process of growth itself.
Increasing inequality does not allow the creation of enough purchasing
power for the new producible commodities in an economy. This sets a limit
to an expansion of domestic market demand which in its turn may dampen
the climate for investment. Immiserising growth ultimately defeats the
purpose for which growth is warranted. It may even reduce the potentialites
for growth. Export oriented investments are quite often prescribed as a way
out from stagnation. These may become a necessity where the economy
suffers from chronic balance of payments difficulties which may further be
accentuated by investments characterised by high foreign exchange
components. But the basic question of development remains
unresolved.The society gets divided from within. Dualism prevails. It can
not be immediately eradicated by the laws of the market. The export sector
thrives on external demand. No serious effort, therefore, needs be made
for the the development of domestic market. Lack of purchasing power in
the hands of the people inside the country is thus no direct threat to the
growth of exports.

But an overwhelming reliance on exports for growth in a third world
country is more frequently observed to give rise to dependency
syndromes. The buyers dictate the terms of trade that to a great extent
offset the benefits of exchange. In order that such exports remain cost
effective it becomes imperative that the domestic factor inputs are pid
rather cheaply. This goes further to increase poverty and inequality at
home. They are thought to be the legitimate costs to be borne for
continuing on a path of export led growth. These costs tend to accumulate
with serious socio-economic consequences. Instead of transfusing income
and employment in the main activities the national economy the growth
sector gets increasingly isolated from within ultimately ending up as an
appendix to the growth poles in the world market outside.

All these tendencies are becoming more and more prominent in many of
the third world economies. The development thinkers as a result are being
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forced to think a new. They have started emphasising the issues which had
been previously either ignored or given insufficient attention. Seers for
example, very emphatically asserts, ‘the question to ask about a country’s
development are therefore: what has been happening to poverty? What
has been happening to unepmployment? What has been happening to
inequality? ...... If one or two of these central problems have been growing
worse, especially if all three have, it would be strange to call that result
“develpment” even if per capita income doubled [13]. Ahluwalia and
Chenary sought to work out a new measure of development by way of
modifying the concept of the rate of growth [2]. They defined the
aggregate rate of growth as a weighted average of the growth rates of
income of the members of different income groups in the society. The
weight is made proportional to the number of members in each group, the
weight for each group becomes the same and equal to 1/5. An index of the
rate of growth of social welfare is then worked out as G = (g4+0,+

93+9 4+93), Where 94 is the rate of growth of income for the its group of

the population. where there is glaring inequality in the pattern of change in
income for different sections of the society, this measure will obviously
deflate the conventional measure of growth rate and will more likely provide
a more realistic picture of actual development. The policy imperatives,
however, dictate to focus the attention on the growth rate and its inherent
peculiarities with longterm prospects for the poorest 40 per cent of the
population. They are to be identified as the principal target group with the
object of reducing inequality by way of raising the share of their income and
strengthenig their infra-structural base in the economy.

One can immediately see that this calls for a different perspective for
planning and development. Redistribution of assets and income and
poverty amelioration get precedence over technological transformation and
efficiency in production. The emphasis is put on meeting the basic needs
of the poorer section of the population. This implies concerted time bound
programmes for increased production of their basic needs items to the limit
of their requirements and also for raising their economic capabilities for
availing of the basic items they need. The creation of capabilities demands
generation of gainful employments in production activities. In an agrarian
economy, this is also linked up with a more egalitarian redistribution of
landholdings. Untapped human resources need be fully utilised. Labour
intensive activities should, therefore, get priority. But labour intensity alone -
is not sufficient there should also be concerted efforts at human-resource
development so that labour power in production gains in capability. These
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constitute basic needs as means for meeting the endo of consumption.
But endo and means are not always mutually exclusive. Together they
constitute a demand for a qualitative as well as quantitative transformation in
the socio -economic condition of that large section of the population who
are generally left outside the stream ot accumulation and growth.

Altogether there are four categories of basic needs. as identified in the
recommendations of the ILO [8]. They are, (1) the minimum requirements
ot tamily for personal consumption food, shelter, clothing, (2) access to
essential services. such as safe drinking water; sanitation. transport, health
and education: (3) availability of an adequately-remunerated job for each
person able and willing to work: and (4) the satisfaction of needs of a more
qualitative nature: a healthy, human and satisfying environment, and a
popular participation in the making of decisions that atfect the lives and
livelinood of the people and individual freedoms. In a poor economy with a
very large percentage of population living below the line of absolute
poverty, meeting the basic needs of the first category deservs the highest
priority. But production alone of the those relevant essential items does not
necessarily reach them to the target group of population. People
belonging to the poorer section of the society ought to be given an
entitlement to productive assets and work, so that they acquire capability to
buy those items they need [14]. This makes the fulfilment of the third
categoery basic needs as much essential as that of the first. The second
category items, particularly health and education become necessary to
enhance the level of consciousness as also to improve the skill and
efficiency of the working population. While massive accumulation of human
capital and rapid human resource intensive growth are emphasised [1], the
second category items assume critical importance for moving on to a path of
all round development. The fourth category items call for radical changes in
the institutional and structural set up of a basically anti-people system of
society wherever it exists. The concentration of power in the hands of a
clique of vested interests does not allow the mass of human energy 10 be
released in the realm of unfethered productive activities for a continuous
increase in social well-being. In many underdeveloped countries this
remains the single stumbling block to meeting of basic needs of the under-
privileged in the society. A vibrant meaningful democracy is not only a -
political but also a basic economic necessity.

It is to be emphasised that basic needs approach to development is not
antithetical to growth, rather it aims at providing growth with a new direction
that is likely to sustain the process wider and longer. Initial diversion of
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resources in quick yielding labour intensive consummer goods sector may
appear to have, on first sight, very very limited growth potentialities. This
may seem so, as consumption in the low income category with high
marginal propensity to consume will be encouraged, and consequently,
savings discouraged. But an increase in domestic demand following from
an increase in mass purchasing power leads to an expansion of domestic
market which encourages investments. The use of labour intensive
technology for investments in basic needs sector tends to absorb and
improve the available resource of human capital and generate additional
imome among the vast mass of the population. This is expected to induce
savings for further ivestments to meet the demands of an expanding
markel. One may hope for graduated improvements in technology,
sustained structural change and long term growth unimpaired by demand
and foreign exchange constraints that are so very common in a
conventional strategy [7].

But if we do not consider growth as a legitimate yardstick for
development, then we have to work out more acceptable indicators. The
basic needs approach provides an alternative set. While basic needs are
defined in terms of food, shelter,clothing, health, education, sanitation and
employment there should be corresponding guantitative yardsticks to
measure the performance of the economy in those respects. It has now
become a common practice among the development thinkers promoting
basic needs approach to measure the performans in food sector in terms of
calorie intake per head or calorie supply as a percentage of requirements in
the aggregate and also in the specific group of population. A comprehsive
food balance chart is also prepared and the data on cereal, protein,
vegetable and oil intake are calculated on per capita basis. The
performance in the field of education is measured in terms of the rate of
literacy and facilities created for primary education; that in health sector is
indicated by life expectancy at birth and also by the numbers of trained
physicians, nurses and hospital beds in relation to the number of
population; for clothing, it is suggested that we compare the availability per
head with a standard measure of minimum requirement per person,
keeping in view the age, sex and climatic considerations, and for sanitaition
we look into the figures of rates of infant mortality and per cent of
population with access to potable water. Employment as measurable in
terms of conventional methods, unemloyment and underemployment
figures need be looked into as also the indices of real wage rates for
different kinds of employments, There is no easy way out for an approptiate
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Measurement of housing. We can look for the data on the size of floor
space per person. But this is not adequate, nor is it easily available.

We want to use some of these indicators to assess the development
situation of Bangladesh. There is. however, little dispute as to the rank and
status of this economy. The World Bank Development Report, places
Bangladesh in the group of the least developed economies [15]. Per capita
income shows little momentum for growth for over two decades, and the
infrastructural tacilities are scanty. This has been so inspite of the fact that
there has been continuous aid financed growth oriented investments (12-
15 per cent of GDP) in this economy.The outstanding foreign debt for
Bangladesh today goes beyond 16 billion dollars. But that has not yet been
able to generate a process of self sustaining growth. The domestic saving
continues to however around 2.5 per cent of the GNP and the economy
remains chronically dependent. Rowtow's simplistic optimism in the efficacy
of market mechanism and abiding faith in the one-one correspondence
between investment and growth culminating in development falls flat in the
face of increasing dependence of the economy of Bangladesh. It is now
widely admitted that the conventional policy for aid and development
pursued in Bangladesh has failed [6].

Lack of desired growth, however, does not prevent the outcome of
increasing inequalities. Innercased money income is mostly channelised
into few hands, while the condition of others tends to deteriorate. The Gini
coefficient of income distribution approximates 0.40 (worked out on the
basis of SYB data, 1990), that of the distribution of landownership, 0.68
(based on SYB data, 1 984-85). There has been a continuous decline in the
index of real wages of agricultural workers [9]. Taking 1973-74 figure as
100, real wage index for agricultural workers goes down to 77.62 in 1984-
85. (based on SYB data). Inequality without growth causeseven greater
hardship for the vast majority of the population. It is in this context that basic
needs indicators assume added significance. They will provide us with an
account of the magnitude of shortfalls/if any, in the supply of basic needs.
that need be filled in, and also of the type of investments that they will
warrant. We will then have a better understanding of the problems of real
overall development, and also a deeper insight into the questions of what
kind of distribution system for goods and services we should evolve and
what items of goods we should produce and distribute to the benefit of the
underprivileged in the society.

The basic needs development strategy discussed above has been the
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focus of scholastic attention for a pretty jong time. Several books have
been written on the subject [4,12} and innumerable journal articles [11,3,5]
examined its various aspects. Of these works, the more useful are those
which try to apply this approach to assess the basic needs situation of a
country and suggest measures to fulfill these needs. This paper is of the
latter type. Our objective is to specify a list of basic needs for the economy
of Bangladesh, provide estimates of their demand and supply and examine
the required increase.

COMPUTATION OF BASIC NEEDS

The rational for the basic needs approacn 10 economic development has
been discussed above. We now move on to the computation of basic
needs in Bangladesh.

A modern list of basic needs includes iood, clothing, education heaith
and housing. The list could be expanded to include transport and
commication, and environment. Of these, we shall only consider food,
clothing, education and health. The choice is motivated by the fact that it
will enable us to obtain information more easily and evaluate the role of
public investment more concretely. Besides in an economy which is
chronically poverty stricken, basic needs items can be essentially limited to
those bare necessities which are needed for the surviaval of population.
Hence, exclusion of housing, done here on account of data constraint, will
not significantly affect our analysis.

METHODOLOGY

Michael Hopkins says, “For planning it is ....necessary to know the target
levels of each of these indicatior (of basic needs) in order for satisfaction of
these needs to be assessed” [5]. We proceed along this like. We first
provide a quantitative estimate of a basic need, then consider its availability
and derive an estimate of the resulting rquired increase.

In setting basic need targets of an item, we sometime define it on the
basis of some rational requirement (as in the case of food, clothing and
education) or with respect 1o a reference point (as in the case of healthy).
Having done this, we compare them with the availability of these items from
which follow the required increase. It is a simple but useful approach as was
pointed out by Hopkins above.

POPULATION DATA
A set of present and projected population data with certain age
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distribution, which will be used for our estimation, is given below.

Year Total Population{m) Population in 5-9 year age group
1981 87.12 12.88
1987 106.00 15.60
1980 T 114.00 17 10
1985 128 90 19 486
2000 144.80 2186
Source: Statistical Yearbook of Bangladesh
EDUCATION

The basic need for education is defined here to be universal primary
education. In order to estimate the demand for primary education, we first
consider the data for population in the age group 5 to 9 years. This is
below:

year Total Population in Total Primary Required
Population the 5-9 years School Enrolment Increase
age group '
1987 106 m 15.90m 11.26 m 4120

Source: World Tables [15].

We see above that for the year 1967, 15.90 million children were eligible
to go to primary school. In that year, 11.26 million students were enrolled in
the primary schools of Bangladesh. Assuming that the primary schools
were working to full capacity we find a required increasee of 41.20% to
meet basic need in terms of universal primary education.

Given the present state and physical facilities of most primary schools in
Bangladesh, it can be soouldly assumed that each of these can, on an
average, accumodate 250 students or 5 classes of 50 student:. The actual
average is 256, and hence the assumption of full capacity use appears
reasonable. The derivedrequired increase of 42.20% above should appear
as an understimate if we consider another important aspect of primary
education in our country. At present, there are 4 teachers per primary
school. It is simply impossible to take a care of 5 classes with 4 teachers,
especially during the first four periods when all students are studying. If this
discrepancy is to be removed-and it should be -then additional increase is

_allocation will be called for. 3

CLOTHING

. Determination of basic clothing need is done by defining the yearly
needs for men, women and children separately and then obtaining an
average for the whole population. The estimates are obtained per capita
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teﬁns. Below the needs of men, women and children (1-14 yéars age
group) are specified:

Men
4 Lungis 4x25 = 10.00yards
4 shirts : 4. x1.75 = 7.00 yards
Vests etc. = 6.00
Warm cloths = 4.00
Linen, quilts etc. = 1.50
Total : = 28.50 yards.
Women
4 saris 4x5.5 = 22.00
4. blouses - .4.00
2 petticoats and other = 6.00
Warm clothes - 4.00
Linen, quilts etc. - 1.50
Total = 37.50 yards
Children (* 1-14 years; 44.27% of Population)
4 shirts/frocks 4x15 = 6.00
4 pants = 4.00
4 yests = 4.00
Warm clothes . - 3.00
Linen, quilts etc. = 1.00
Total - 18.00 yards

The average requirement for men and women is 33.00 yards or 30.00
meters. The weighted average for the two groups, given that population in
the age group 1-14 years is 44.27% and the rest is 55.73% is 23.97
meters.

In 1987, per capita availability of cloth was only 9.90 meters. This implies
a required increase of 142.12.

| should be stressed here that basic clothing needs have been
conservatively defined here. The richer section use far more cloth than this
and the poorer section is left with much less.

HEALTH
In determining basic needs requirement for health, we use three
standard key indicatiors. These are: population per physician, population
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per nurse and population per hospital bed. We set a very moderate target-
that of reaching the subcontinental standard. We take the figures for
pakistan and India and compute their weighted average and then compare
them with the relevant data for Bangladesh. This is done below.

Pakistan India | Average | Bangladesh Regired
Increase (%)
Popn/Phys (000) 29 3.7 36 59 63.9
PopniNurse (000) 10.5 4.7 54 155 187.0
Popn/ Hosp. bed(000) 1.7 1.3 1.4 3.6 157.1
Average 136.0

The figures depict a pathetic picture of how backward we are even by
the subcontinental standard (Which is itself not satisfactory) in the provision
of basic health needs. The estimate show a required increase of 136% to
bring it at per with the subcontinental standard.

Our decision to have the subcontinental standard as the reference point
may be questioned. Setting any target higher than this will only generate
required increase greater than the ones we obtained. Hence, the basic
needs figures obtained here should be regarded as underestimates.

FOOD

Basic food demand per capita can be visualised in several ways. Since,
food has several components, it is necessary to use composite indices to
arrive at an estimate. Two such widely used indictors are supply or calories :
and proteins. We use these to determine the target basic needs. Three
such targets are referred to. These are given below.

CALORIES AVAILBLAE PER DAY

Bangladesh Absolute Subcontinental World Bank Required
Requirement Average Low Income. Increase (%)

1804 2122 = - 17.62

1804 = 2171 - 20.03

1804 — — 2327 30.00

Protein;: Grams Per Day

Bangladesh Subcontinent Required Increase
36 55 158%

It is clear from the above data that protein dificiency is acute in
Bangladesh and any food policy should book into this aspect.
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In terms of calories available per day per capita, even if we take the
minimum requirement of 2122 calories per day, the required increase is
17.62%. The increase will be much greater is we take the subcontinental
average (217 calories) and the World Bank low income reference (2327).

REQUIRED INCREASE: SUMMARY
We now present below a summary of reuired increase (as of 1987) in the
four categories of basic needs which we analysed above.

Education =T 41.205%

Clothing - 142.12%

Health — 136.00%

Food — 17.62%
ENTITLEMENT

The estimates given above only show the quantitative magnitudes of
required increase in basic needs supply to meet the requirement given
some moderately set targets. This does not mean that even if the supply
increases come about these will reach those for whom these are intended.
The issue has been discussed above in this paper and we stress here that
increased basic needs supply must be backed up by apprepriate
employment, income and other relevant policies.

MEETING BASIC NEEDS BY THE YEAR 2000

We now present below the estimates of required growth rate of basic
‘needs to reach the targets mentioned above given a population growth
rate of 2.4%. Since our estimates mostly refer to the year 1887, we carry
analysis 13 years forward to the year 2000.

ltem Total Incremental Gap | Total Grouth | Yearly Required
Current Gap(%) |Population | Due to Popula- Reguired Growth Rate
Growth tion Growth. (2) = (4)

(1 (2) 3) (4) (5) (6
Education 41.20 36.11 51.02 G222 515
Clothing 142.12 36.11 B7.16 22¢ 28 a.860
Health 136.00 36.11 85.22 221.22 9.39
Food 17.62 36.11 42,48 60.10 369

BASIC NEEDS IN THE FOURTH FIVE YEAR PLAN

Alleviation of poverty is one of the three objectives of the Fourth Five
Year Plan (FFYP) (page 1,9). This is also one of the objectives of the 20 year
perspective plan (1930-2010) of which the Fourth Plan is visnalised as a
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part. Allevition of poverty should include provision of basic needs as an
- explicit policy. We shall now see to what extent this has been done in the
FEYP.

The EEYP deals with the four items of basic needs we discussed above
in chapters 5 (Food), 6 (Industry), 9 {Education) and 11 (Education). Our
first reading of the plan, the draft of which has become available only
recently, does not show any concious and explit recognition of Basic
needs as a policy objective shortfalls and targets are not explicitly set nor
strategies to wipe out these shortfalls explicitly stated.

There are, of course, some proposed measures in the plan which
through a rise in income and employment may case the situation, but
whether these will imporve the pathetic basic needs situation does not
appear to be the prime concern of our planners.

CONCLUSION

Our estimaties in this paper brings out the pathetic state of basic needs
supply in our country.At the same time these also indicate that given
national will, these needs can be fulfilled if unproductive expenses are
systematically diverted to produce basic needs. But in the absence such a
commitment, claims such as those of attaining health for all and universal
education in the near future would appear utterly hollow.
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BASIC NEEDS AND THE QUESTION OF
DISTRIBUTION OF NATIONAL INCOME IN
BANGLADESH - '

M. MOAZZEM HOSSAIN KHAN"

THE NEED FOR BASIC NEEDS APPROACH IN DEVELOPMENT

- PLANNING

From the time of Adam Smith—the father of bourgeois political
economics lots have been done to meet up unlimited human wants by
making rational use of all available resources- human material and financial.
But still the struggle is going on. The world now is divided into two concrete
systems- the socialist and the capitalist. In the case of the socialist countries
basic needs have been meet within the shortes possible time. This is
mainly due to the nature and mode of production and distribution in these
societies, where equality in all respects for the citizens has been set as the
ultimate goal of socio-economic development. Whereas in the capitalist
countries where everything is rule by the famous Darwinian principle
“survival of the fittest”, the picture is quite different. Still not a single (even a
socalled developed) capitalist country could do away with a vice like
unemployment, not to say about other problems like housing, health,
education etc. Suffice it to say for the purpose that in London City only
fourty thousand people are homeless (BBC News letter, 1989). At the
same time one can not ignore the fact that their achievements in meeting
basic needs are quite remarkable.

iIn the countries of the developing world, the situation is highly
disgusting. Hunger, poverty, landlessness, illiteracy, malnutrition and so
on, are the real features of these societies. As a result of their attempts to
do away with these problems, these countries have become the test
grounds for all sorts of development models both capitalist and socialist.
‘Success stories are there, but a few. This is the result of the growth theory
which dominated economic thoughts during the 50s and 60's of this
century. According to this theory economic growth is vital and it will bring
development of the society. But in practice growth took place without
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development.-Then came the theory of distribution. The planners in these
countries started giving more importance on distribution than growth. But it
also failed to produce desired resulis. So they added with it the problem of
basic needs as well. Although the basic needs approach as a slogan is
already passe, the issue which underiay the coming of the same - the need
to attack acute poverty directly-can hardly be dismissed as passe. It is
gaining momentum with the passage of time.

As originally formulated at the 1976 Word Employment Conferece and
- subsequently used in ILO literature, the basic needs approach does
represent a series of distinct claims or assumptions, which fall under three
headings : '

First, if poverty is seriously to be tackled, it is necessary for most of the
developing countries, to change direction, to alter the emphasis of their
planning strategies, partly because past approaches have proved
inadequate or too indirect, and partly because rising oil prices and the
international recession have created foreign exchange crises of such
magnitude for many countries that emergency measures which sharpen
priorities and sacrifice non-priorities be devised. Thus, even if basic needs
is not new in the sense that it must incorporate programmes which have
been suggested or set up already, the argument that attacking poverty per
se should be the priority for all government is distinctive.

Secondly, the basic needs concept, as mostly used in the international
agencies, has certainly carried the suggestion that the kind of attack on
poverty it envisages is consistent with a variety of general political
ideologies and can be achieved by regimes of differing political
complexions. This is an important claim, and one which of course gives
pouse to all who themselves believe that a particular political or economic
philosophy holds out the most valid hope for development, whether it be
belief in the free market, in a corporatist mixed economy or in centrally
planned sociallism. To interpret basic needs thus is not to agree that it
genuinely can mean many things to many people, but to argue that it is a
specific and limited target which may be achievable by several routes. The
question then is, how .extensive is this leeway, this range of political
tolerance which is consistent with strategies to meet basic needs. This can
only begin to be answered by means of examining the kinds of mobilisation
needed, the variety of ways in which these themselves can be achieved.

Thirdly, the basic needs slogan has undeniably often carried the
suggestion that poverty can only be quickly and specifically attacked by
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concentration-on the points at which goods and services are delivered to
the poor, thatiis, on consumption and on public services, on the delivery to
the poor of the means to meet their needs. A third element - the right of the
poor to participate in planning and decision- making has also been
stressed. Together these three points emphasise the mechanisms of
delivery and the process of acquisition, so that the impression is sometimes
given that the process of production needs less scrutiny, and perhaps can
.continue along whatever path has been estatlished. This is particularly true
of industrial production, given that part of the ‘break with the past’ emphasis
of the basic needs approach is that even the attempt to maximise tormal '
sector employment is inadequate to tackle mass poverty. Since the majority
of the poor will continue to be in the rural sector or in the informal urban
sector, attention is almost by definition focused on efforts to raise
productivity in agriculture and small scale industry and services, with formal
industrial production pushed into the background. But of course, this
cannot really apply. The pattern taken by industrialisation inevitably has
implications for how and on what scale needs can be met. Whatever the
scale of foreign trade and aid, the pattern of domestic industry will
determine to some extent how many and what kind of goods are available
to be bought by or delivered to the poor, and what inputs into agriculture
are available to help raise its productivity. Its efficiency will determine how
heavy will be the costs of subsidising the delivery of some goods lo the
poor, and its price structure- by fixing the terms of trade with agriculture - will
do much to influence food availability and rural incomes. So a basic needs
approach cannot be neutral as to prescriptions for industry; rather, it makes
decisions about the size and pattern of investment dependent on the end
goal of considering first the consumption needs of the poor.

Now, on the basis of the arguments in favour of a basic needs approach
in development planning, let us briefly examine the records of basic needs
fulfilment in Bangladesh.

FULFILMENT OF BASIC NEEDS IN BANGLADESH

The countries of the Third World exhibit a wide range of experience in
meeting the basic needs of their people. For example, taking the list of
countries covered in the 1979 World Bank Report, in 12 countries less than
20% of the adult population were literate in 1375, whilst in 16 of them 80%
or more of the populations were literate. The situation in this regard is quite
alarming in Bangladesh, where in 1986 more than 50% of the population
were suffering from malnutrition (Table-1), nearly 20% of them badly.
Informations presented in Table-1 show that although there were
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improvements over the period 1973-86, still the situation cannot be termed
as satisfactory. Similarly, housing situation is also far from satisfactory. Data
presented in Tables - 2 and 3 show that only 13.8% of the population were
living in dwelling units and less than 1% of the population were floating
people who do not have any sort of living houses. Of the dwelling units
more than 89% were 'kacha’ houses. What is more important is that sharp
contrasts were there between rural and urban areas. For instance, among
the urban population only 14.1% were living in dwelling units, while the
corresponding figure for rural area is 85.9%. Similarly, 69.3% of the urban
houses were 'kacha’. while the corresponding figure for rural area is 89.5%.

Table-1 : Distribution of the Population of Bangladesh according to the
Level of Calorie Intake during 1973-1886

Poor as Percentage of Total Population
Years | Il
Rural Urban Rural Urban
1973-74 82.8 81.4 443 28.6
1981-82 73.8 66.0 52.2 30.7
1983-84 57.0 66.0 38.0 35.0
1985-86 51.0 56.0 22.0 : 19.0

Notes : (a) In the year 1973-74 calorie were calculated excluding few minoritems;
b) Poverty line-l = Recommended intake 2122 cals/day/person:
¢) Poverty line:ll = "Hard Core” Poverty line for which recommended intake 1805
cals/day/person.
Source : Compiled by the author on the basis of data from [6, 7.

Table-2 : Distribution of Rural and Urban Population of Bangladesh by
Types of Structure of Households in 1881

(%)

Types of Structure Rural Urban Total ,

1. In dwelling units 85.9 (83.7) 14.1 (13.8) 100.0

2. Ininstitutional units 375(03) | 625(0.6) 100.0
3. In business or indus-

trial units 20.0 (0.2) 80.0 (0.3) 100.0

4. Floating - 50.0 (0.8) 50.0 (0.5) 100.0

Total 84.8 5.2 100.0

Note : Figures within brackets show national percentage
Source : Calculated by the author on the basis of data from [5.7].
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Table-3 : Distribution of Rural and Urban Households of Bangladesh by

Types of Dwelling Units in 1981

(%)
Types Rural Urban
1. Kacha 89.5 (74.6) 69.8 (8.8)
2. Paka 10.5 (11.8) 30.2 {(5.0)
Total 100.0 (86.2) 100.0 (13.8)

Notes : a) Figures within brackets show national percentages:
b) 'Kacha' includes straw-bamboo and mud-made dewlling units:
¢) ‘Paka’ includes C |. sheet-, wood and brick-made units
Source : Calculated by the author on the basis of daia from [5, 7].

Table-4 : Basic Indicators of Health Facilities in Bangladesh in 1981

Indicators Availability

1. Cloth® 6.5 metres per capita
2. Tube-well 1 per 192 persons

3. Doctor 1 per 8654 persons

4. Hospital 1 per 128.846 persons
5. Beds in Hospitals. 1. per 3, 661 persons

* Only new clothes are considered.
Source : Calculated by the author on the basis of data from [5. 7].

Table-5 : Sex-wise Rate of Literacy in Bangladesh in 1974 and 1981
Population Censuses

Census Population all ages Population 5 years & above

Years Both Sex Male Female Both sex Male Female
1881 19.7 258 13.2 23.8 31.0 16.0
1974 20.2 276 12.2 24.3 329 148

Notes: a) Literacy rate for population all ages : Literacy rate for population all ages has been
defined as ratio of literate persons of age 5 years and above to total population
multiplied by 100.

b) Literacy rate for population 5 years and above : Literacy rate for population 5 years
and above has been defined as number of literate persons of age 5 years and
above per 100 persons of the same ages.

c) Definition of literacy :

The concept of literacy used in various censuses conducted in Bangladesh not
been uniform. The 1961 Census definegds a person literate if he/she could read
any language with understanding the 1974 Census defined literacy as the ability
of both read and write in any language, while in 1981 Census a person was
treated as literate if he/she could write a letter in any language:

Source : Compiled by the author on the basis of data from [3..5]



Bangladesh Journal of Political Economy

The provision for health facilities is still very poor. For example, in 1881,
only 1 tube-well was available for 192 persons, 1 doctor for 8,654, 1
hospital for 128,846 1 bed for 3,661 persons and per capita availability of
cloth was 6, 5 metres only (Table-4). What is worth mentioning is the fact
that although the situation is betier in respect of the availability of tube-
wells, pure drinking water is still a big problem for the majority of the
population of this country. This can well be explained by mass iiliteracy of
our people. For instance, over the census period 1974-1981. the index of
literacy nearly did not improve (table-5). Mass literacy is still a tar cry for
Bangladesh.

Why the situation did not change over time despite the socalled planned
development efforts? In answering this question the problem of national
income distribution should be considered which we shall do in the next part
of this paper. '

PROBLEMS OF DISTRIBUTION AND REDISTRIBUTION OF NATIONAL
INCOME (NI) ,

The reproduction of social product and NI includes in it the following
moments : Production, distribution, exchange and cosumption. Each of
them reflects various aspects of economic life of the society which makes
apparent their internal independence in relation to one another. Yet they
should be examined in dialectical connection and interconditionality as
parts of a single whole.

In the process of production people creates material wealth necessary
for the allround satisfaction of their needs. Distribution fixes their shares in
the social product. Through exchange every member of the society gets
his/her necessary goods in quantity conditioned by distribution. Lastly, the
products of labour pass on to the consumers being the objects for
satisfying their requirements. Thus, production appears to be the starting
and initial point. Consumption the final and distribution and exchange the
intermediate stage in between production and consumption. The principal
and determining moment of the process of reproduction is production
which stipulates not only consumption but disiribution and exchange as
well.

Distributive relations are determined by economic and production
relations established at different stages of development of human society
depending on the degree of maturity of the productive forces. Since every
stage of devlopment of human society is subjected to some-economic
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laws, distribution relations also are conditioned by economic relations of the
given system of production and first of all, the basic economic laws.

The relations of distribution correspond to certain historically determined
production relations. In the conditions of Bourgeois system of production
based.on private capitalist ownership of means of production, NI belongs to
the capitalists and is distributed on the basis of the basic economic faw of
surplus value. Its (law of surplus value) operation leads to the fact that at the
one pole of the capitalist society - the capitalists side more and more wealth
and luxury are concentrated and at the other - the side of the working mass
grow poverty and unemployment. absolute and relative impoverishment of
the proletariat at a progressive rate takes place. The lions share of NI is
appropriated by the rulling class in'the form of profits, interests and rents.
The working class gets the smaller part of NI in the form of wages and
salaries. Share of the working mass in NI decreases with the development
of capitalism. Therefore, under capitalism distribution of NI according to
work is impossible. Here, distribution-is accomplished according to strength
and capital.

The distribution of NI under socialism is quite different. Since NI in such a
society belongs to the working class, its distribution is subjected to the
continuous rising of welfare of the people and extended reproduction.
Engels pointed out that under Socialism distribution as far as it is clearly
dictated by economic reasons, would be regulated by the interests of
production and development of production will be stimulated, first of all, by
such a method of distribution which helps all-round development of all the
members of the society and keeps up and reveal their abilities [3; 206].

The function of distribution under socialism is conditioned by the
objective economic laws - the basic economic laws, law of planned and
proportional development of the national economy, and law of distribution
according to labour. But under communism distribution of NI would take a
different shape i, e, “from everybody according to ability and to everybody
according to needs” So, the principle of distribution according to labour
being the objective necessity under socialism - the first phase of
communism, plays exceptionally an important role as in the economic
development of the society, so in the bringing up of its members. It
(distribution according to labour) acts as a powerful factor for socialist
organization of .labour which is very important for the development of
production, raising the productivity of labour and the well-being of the
working mass.
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In the socialist society social ownership of the means of production not
only permits but also makes it essential to distribute NI according to quantity
and quality of labour. Underlining active influence of distribution on
production, Lenin wrote : ‘when we talk about distribution of foodstuffs, it is
necessary to think about fair distribution only. One cannot but think that this
distribution is the method, instrument and means for increasing production’
[13; 359].

Experience of development of the socialist countries convincingly
shows the advantage of system of distribution over that of capitalist. It has
been reflected in the high rate of growth of these countries. Within a very
short historical period, these countries achieved such successes in all
spheres of life of the society for which the developed capitalist countries
look several centuries. Moreover, these countries have solved some vital
problems which the capitalist coutries would never be able to solve. In other
words, development of capitalist countries is not all-embracing. For
example, even the most developed capitalist countries could not solve the
problem of unemployment, not to say about other problems and
contradictions which constantly demoralize the life of the people of these
countries. That is why there is a growing interest in the developing
countries about the socialist system of distribution of NI in determining
strategies for their socio-economic development.

In the conditions of the developing countries proper solution of the
problem of distribution of Nl is particularly very important. Distribution of NI in
these countries takes place in a state of sharp class contradiction because
of multi-structured character of their economy. Fair distribution of NI in
these countries is a very actual task because only such a distribution can
accelerate the process of economic growth there. Aims and priorities in
these countries are different from that of the developed (capitalists and
socialists). Over—coming of backwardness, acceleration of the rate of
economic growth, fulfiiment of the basic needs of the people - all these
dictate wider participation of the state in social life of these countries.
Therefore, its not merely by chance that incresed state intervention in the
socio-economic process of the independent developing countries has
become a law. At the present stage of development, most of these states’
play a very active role in the distribution and redistribution of NI despite their
insignificant contributions in its production. Productive function of the state
is very much characteristic for the countries of socialist orientation. Hence,
role of the state in the distribution and redistribution of NI in these countries
depends on the orientation of their development: the states of socialist
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orientation take a more active role in this process than those of capitalist
orientation.

In this connection, it is necessary to note that although at present in the
conditions of capitalism state actively participates in the process of
distribution and redistributions of NI, it can not render significant influence
on the socalled process of fair distribution of Nl among the classes of the
society. It is obvious since without having control over the production of NI
the state can not direct its distribution and redistribution for achieving
necessary goals even if it really desires that. So, distributive function of the
state under capitalism takes a very limited characted and owing to the
objective process of development of this society, serves the interests of
the ruling class. Under socialism the situation is quite different. Here, the
state having control over production, activety takes part in the process of
distribution and redistribution of the produced NI. Distributive function
here, is quite different from that under capitalism. Due to some objective
causes (presence of commodity-money relations and their conseguences,
difference between physical and mental labour, between towns and
villages etc.) , state under socialism strives for fairer distribution of NI among
all the members of the society by consciously executing its function of
distribution and redistribution. Therefore, its not by chance that with ever
year passing the share of social consumption fund in the total consumption
fund of the society is rising in the socialist countries.

In the conditions of the developing countries due to objective causes
like backwardness, absenece of a big capitalist class, general disintegration
of the economy and so on, the state is compelled to take an active part in
the process of distribution and redistribution of NI for accelerating the
process of over-coming general backwardness of the economy, its (NI)
rational utilization for the development of the country and on that basis
improve the level of life of the people. That is why irrespective of their
orientation the income and expenditures of these states are rapidly rising
with every yearpassing. At the same time, it is worth mentioning that in the
countries of socialist orientation state expenditures are mainly utilized in
productive purposes and in those of capitalist orientation quite the reverse
in unproductive purposes.

Now, on the basis of the above discussion, let us.examine the role of the
state in the distribution and redistribution of NI in the conditions of
Bangladesh.

First of all, it should be mentioned that official statistics in Bangladesh is
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very imperfect and unreliable. It is based on western theories of the factrors
of production according to which incomes are divided into the following
categories: a) Incom from labour, b) from capital, ¢) from entrepreneurship
and d) from property ownership. The most outstanding problem of NI
statistis of this country is its distribution according to basic classes and
social groups of people in the society. Due to the above-mentioned
limitations and also as a result of the absence of necessary informations we
shall make an attempt to determine rather conditionally the structure of the
distribution of NI of our country Here, it should also be noted that in the
- conditions of Bangladesh it is almost impossible to distinguish between
primary and secondary incomes since NI includes incomes of both
productive and unproductive sectors of the economy.

Incomes in the conditions of multi-structured economy of Bangladesh
take the following forms:

1) Wages and salaries;

2) Income from capital (Profits);

3) Income from private property ownership (rents from land ownership,
from houses and so on):

4) Income of the small producers of towns and villages:

3) Income of the state (from state enterpries, organisations and
properties). '

It is very difficult to determine the shares of the abovementioned
incomes in the GDP of the, country due to absence of necessary
information. For example, from the data about the share of people getting
wages this way or that (28.67% in 1974) [4; 472] a conclusion can be drawn
that the shares of wages in NI (GDP) remains below 30%. Share of profites
in it can not yet be determined for want of data. Besides these, no data is
available about the profits the foreign companies having their subsidiaries
inour country. Consequently, no information is available as well about the
withdrawl of profits by them from Bangladesh both by legal and illegal
means. The obvious result of such a phenomenon is that NI (GDP) of our
country decreases considerably which in turn curtails capital accumulation.

When we talk about the distribution of NI (GDP) in the conditions of
Bangladesh, we sould take into account the fact that it takes place very
unevenly due to certain objective reasons like the law of spontaneous
development and others. For example, it the coefficient of Ginil in both

1. Gini coefficient-widely known statistical criterion of unevenness of income distribution
having the range 0-1. Lower the value of the coefficient, more even is the income
distribution.
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rural and urban areas in 1968-1969 were 0.27 and 0.37 respectively then
in 1973-74 it raised to 0.38 and 0.37 respectively [1; 14-15]. Tendency of
raising Gini Coeffienct shows that in Bangladesh unequality in the
distribution of NI (GDP) is increasing with the passage of time. That is why
the participation of the state in the process of distribution and redistribution
is so important. As mentioned earlier, in Bangladesh the state is included in
this process. Incomes of the state consists of the incomes from state
enterprises, organizations and properties. Share of these incomes in NI
(GDP) is insignificant. Data presented in Table-6 shows that incomes from
the above-mentioned sources during the period 1972-1979 accounted for
less than 2% of NI (GDP). At the same time the index had been subjected
to strong fluctuation. For example, state incomes continuously rose until
1977 after which it decreased. It may be explained by the fact that from
1977 the process of denationalization of state enterprises began.

So., it is evident that the distribution of NI(GDP) in Bangladesh is going
on spontaneously and the state has a very limited role in it. The state's role
is basically confined to its redistribution and utilization. The principle
element of the ,mechanism of redistribution is the state budget. Statization
of the increasing part of NI (GDP) raises the possibility of its rational
utilization, creates conditions for accelerating the rate of accumulation and
economic growth. Consequently, the more the state accumulates incomes,
the wider is its redistributive functions, the stroger would be the influence
of state expenditure on the economy. For certain reasons, it has special
significance for Bangladesh where the major portion of NI (GDP) is used as
already mentioned, in unproductive purposes. Firstly, a certain part (quite
significant) ...of NI (GDP) is appropriated by the foreign companies and
citizens, and taken out of the country. Secondly, in Bangladesh a very
considerable portion of incomes is transformed into usurious and
commercial capital utilized for purchasing immovable properties or spent on
consumption purposes. There development needs of the country more
persistently compel the state to interfere in the utilization of NI, its
redistribution in accordance with its primary tasks. At the present stage of
development of her economy, Bangldesh can strive for more rational and
productive utilization of incomes by intensifying the redistributive functions
of the state. Practical realization of this point of departure would bring about
considerable correction in the coefficient of effective utilization of the
distributive function of the state. Undoubtedly, it has progressive
significance as a whole. By accumulating a part of the corporate and
individual incomes in the budget through measures of compulsion, the
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state after meeting the expenditures on administrative appratus and social
needs, utilizes the remaining resources for investment purposes thereby-
increasing real accumulation.

The question arises: What is the real situation in Bangladesh? Indeed,
for the period of incependence, .despite considerable efforts of the
government of Bangladesh current incomes of the budget in comparison
to GDP grew rather slowly. Thus, for example, if in 1972-73 incomes of the .
state budget accounted for 5.0% of GDP, then in 1978-79-9.1% (Table-6).
In determining the share of NI (GDP) redistributed through taxation one
must take into account the fact that in Bangladesh the macro-economic
index of NI (GDP) calculated according to western methodology includes in
it the incomes of the unproductive sectors of the economy which in fact are
the products of redistribution of incomes created in the sectors of material
production. Besides these, in evaluating NI (GDP) in market prices indirect
traxes are also taken into considertion. All these and also the inclusion of
amortization in GDP to some extent understate the share of incomes
actually redistributed through taxation measures.

Economically, the budget incomes are heterogeneous. Only a very
insignifficant part of it consists of primary incomes profits of the state
enterprises, rents and interests (in Table-6 they are grouped under the
clause "non-tax income"). Relative share of revenue of the budget from this
head is still insignificant (below 20% and highly fluctuated during the period
under consideration (Table-6).

Table-6: Income Structure of the State Budget of Bangladesh during 1972—1979
3 %

Year

ltems 1872— 1973— |1974— | 1975— | 1976— | 1977— | 1978—

1873 1974 | 1975 1976 1977 1978 1979
Tax revenue 82.0 852 83.9 849 81.8 822 854
Non-tax revenue 18.0 148 16.1 15.1 18.2 178 14.6
Total 100.0 100.0 | 100.0 100.0 100.0 100.0 100.0
Share of budget
revenue in GDP 5.0 = | 5.1 9.1 8.9 84 9.1
Share of non-
tax revenue 09 0.8 08 1.4 1.6 1.5 1.3
in GDP. :
Source: [12]
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Table-7: Structure of Tax Revenue of the Government of Bangladesh during 1972-
1979

ltems 1972- 1973- | 1974- | 1975- 19786- 1977- 1978
1973 1974 | 1975 1976 1977 1978 1979

Direct a1 12.8 157 17.2 16.4 16.2 14.7
Indirect 79.7 79.2 67.2 78.8 80.2 809 285
Others 112 8.0 171 4.1 34 29 28
Source: [12]

The principal sources of budget revenues are various kinds of taxes. For
. example during the period under consideration more than 80% of the total
budget revenue was provieded by this head. One thing which attracts
attention is that the share of direct taxes in the total volume of tax revenue
is very insignificant-below 20% (Table-6). What is more important is the fact
that direct taxes are basically paid by the common people. Major portion of
tax revenues come from indirect taxes which as a rule is ultimately paid by
the general public. Such a situation to a considerable extent is determined
by: (a) lower level of socio-economic development of the country; (b)
Presence of the remnants of pre-capitalist relations in their perverted forms;
(c) small per capita inceome: and (d) exceptionally high depencence on
' foreign trade.

‘Thus, judging from the informations presented in the Table-7, it can be
concluded that the main source of budget revenues in Bangladesh is the
general people. The rich and the corporate sector remain nearly
untouched, not to say about the fact that under the present system of
taxation, they evade payments of taxes by different methods. get
unjustified subsidies and tax rebates. This in turn lead to the worsening of
the already existing gap between the rich and the poor in the society which
obviously contradicts the objective of fair distribution of NI (GDP) in favour
of the poorest class of people of our country.

In this connection, it is necessary to exemine how the budget resources
are spent. Redistributive function of the state is connected not only with
the formation of income part of the budget but also with expenditure of the
budget resources. Through budget the government partly redistributes
incomes among various sections of population in acco'rdance with its social
policy.

Important channel of budgetary redistribution of incomes among various
sections of population is retail price subsidy. But this factor has vital
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importance in the countries of socialist orientation. In Bangladesh this type
of budgetary expenditure had importance only until 1975 after which the
government gradually curtailed price subsidy mainly under the pressure
from International Bank for Reconstruction and Development (IBRD) and
International Monetary Fund (IMF).

‘From the view point of reproduction of NI (GDP), it is very important on
what purposes the budgetary expenditure of Bangladesh are made.
Statistics of budgetary expenditure of Bangladesh permit us to examine
them from one side from the view point of sectoral distribution and from the
other division into capital and current expenditure. Thus, for example,
structure of current and capital expenditure presented in Table-8 shows
that the largest quota of current expenditure goes to the military and
administrative sphere 34.9%. Among capital expenditures, the largest part
goes to the economic sphere. It should be Noted here that the principal
sources of financing this part (capital expenditures) of the budget is foreign
aid. Only a small part of it is covered by the surpluses of the revenue
budget (Table-8).

If the structure and dynamics of current expenditure are examined, then
first of all attention is drawn by the military expenditure which rose very
sharply after the military take-over in August 1975. For example, if military
expenditure in 1972-73 accounted for only 9.5% of the total budget
expenditure, then in 1978-79 its share nearly doubled 18.1% (Table-9). On
the other hand, expenditure on such an important sector like education
constantly decreased. Thus, its share had been reduced from 21.1% in
1972-73 to 14.3% in 1978—79. Expenditure on health was also reduced. It
should be noted here that although expenditure on administration
decreased, its share was still very sigfnificant in the structure of the total
budget (current expenditure. All these show that quite a large part of the
budget expenditure is spent on unproductive purpose and only a very
insignificant portion is used for productive purposes.

It is evident from the above-mentioned facts that the development
budget is nearly competely dependent on debts internal and external.
Therefore, budget debts and subsidies have become a very important
instrument of income redistribution. It is necessary to mention that the
present conditions of Bangladesh this channel of redistribution serves as
an important factor of enriching the growing national bourgeoisie. At the
same time, state budget represents itself as the principle but not only
instrument of redistribution of NI (GDP) by the state. Important role in it is
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played by the price policy of the government, first of all, on commodities
and services produced by the state enterprises. Through these prices,
particularly on the services of transport and communications, energy and
raw materials, redistrbution of incomes created in the state sector takes
place in favour of the private producers, that is, secret subsidization of the
later. Similar redistributive functions but in favour of the state itself is
accomplished by the. purchasing and markting agencies of the
government, the basic function of which is to buy agricultural products
mainly rice and jute from the farmers.

Table-8: Structure of Budget Expenditure of Bangladesh during 1977-1978

I Expenditure
Seclors Current Development
1. Administrative 349 08
and military
2. Social 205 179
3. Economic 13.2 79.7
4. Others 314 16
Total 100.0 100.0
Source: [12]

Table-3: Structure of Budget Expenditures (Current) of Bangladesh during
1972-1979

(%)
Years
Sectors 1972— | 1973— | 1874— 197—- | 1976— 187— | 197—-
1973 1974 1975 1976 1977 1978 1979
1. Revenue Collection
department 6.0 45 31 33 2.9 29 39
2. Civil Adminis-
tration 340 348 24.5 23.2 266 215 23.7
3. Defence 9.5 13.2 13.4 18.1 22.3 19.2 18.1
4, Education 211 204 15.6 143 13.4 13.4 14.3
5. Health 56 48 a4 47 4.1 47 5.1
6. Sciences 21 6.8 8.0 58 39 37 4.1
7. Interests 6.3 38 59 7.0 8.0 8.7 8.8
8, Others 15.4 1.8 24.2 22.3 17.8 258 220
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: [12].

Qutstanding role in the process of redistribution of private incomes is
played by the credit and financial institutions. Particulary important among
these are socalled development banks, insurance companies and savings
banks which accumulate the small savings of the people and invest them in
the state and private sectors.
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CONCLUSION

Therefore, experience of development planning and the distributions of
national income in Bangladesh shows that there is a strong relationshjip
between the distribution of national income and the fulfilment of basic
needs of the people. Basic Needs approach as such can not help solving
the problems of basic needs of our people. It can not be an end in itself. its
success depends on the nature of government and the socio-economic
‘'system of the country. For example, in China, adequate food, shelter,
health care and other basic necessities were provided within a short time
period with repid economic growth average growth between 1952 and
1978 of 6.2%. The important factor was a radical transformation in the
institutions of production. The same is true of Cuba as well where the main
component of success in meeting the basic needs of the people has been
high public expenditure on education and health, whose benefits are
widely spread. In the case of Cuba, basic needs are also partly met by full
employment, subsidies and rationing for essential items and supply
management. On the other hand, Brazil and Indonesia which have
registered sustained economic growth Tailed to meet the basic needs of
their people. This is mainly due to the nature of the distribution of the
results of production (NI), and'the design and coverage of public services.
The incomes of the very poor may even have declined absolutely. Growth
has been largely capital intensive and employment has lagged behind
output, as population and labour supply have continued to increase
repidly. Much production has been of luxury not basic goods. The poor
have had inadequate purchasing power and food prices have been high.
Private sector expenditure, which might have compensated, instead
reinforced the uneven-effects of the private sector. Total public
expenditure was low in both the countries and tended to be concentrated
on the middle classes as a result of urban and regional biases. For instance,
in Brazil, health services were concentrated on large urban hospitals,
serving the middle class, while in Indonesia, food subsidies were confined
to the military and civil servants. The same thing can be said about
Bangladesh as is evident from the pattern of distribution of her national
income. In Bangladesh three five-year plans have already been
implemented with very little impact on basic needs. The Fourth has already
started functioning. Judging from the speach of Dr. SK. Maksud ali-a
member of the Planning Commission-out lining the basic features of the
plan at the President's Secretariate, it seems that the planners made an
attempt to apply basic needs approach in working out the plan. The
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success of this plan in ’me.eting the basic needs of our people is yet to be
seen, but one thing can be said at this stage that without changing present
system of ownership and institution of our society, meeting basic would
remain as a goal in the plan documents only. In the words of Marx it sounds
like this: "the academics have interpreted the world; the point is to change
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