BANGLADESH
JOURNAL
OF
POLITICAL
ECONOMY

VOL. Xl No.1

Bangladesh Economic Association




BANGLADESH JOURNAL OF POLITICAL ECONOMY
Vol. Xl No. 1

The volume contains the Memorial Lectures and the Articles
persented at the Tenth Biennial Conference (1993) of the Bangladesh
Economic Association as well as the Proceedings of the Conference.

ABDUL GHAFUR
DEBAPRIYA BHATTACHARYA
Editors

July 1995
BANGLADESH ECONOMIC ASSOCIATION
4/C, Eskaton Garden Road, Dhaka-1000
Telephone : 407023



FeEom S o9 SAfEbme A

I 9T, RN AR

Qe Sdife ST
e RIS s (S5h0)-9
aE TR IG9, SIS ATFRAN €
TR FRARAN

S T
R SETY

TEIR Y03
Qe sdife JARfe

g /1, T ANEH @TE, TIFI-d000
(GHTTFN : 80909



Bangladesh Journal of Political
Economy is published by the
Bangladesm Economic Association.

No responsibility for the views
expressed by amc authors of
articles  published in  the
Bangladesh Journal of Political
Economy is assumed by the
Editors or Publisher.

Bangladesh Economic Association
gratefully  acknowledges  the
financial assistance provided by
the Government of Bangladesh
towards publication of this
volume.

The price of this volume is
Tk. 200/-; US$ 15 (foreign).
Subscription may be sent to the
Business Editor, Bangladesh
Journal of Political Economy, C/O
Bangladesh Economic Association
4/C, Eskaton Garden Road
Dhaka-1000; Telephone: 407023.
Members and students certified
by their concerned departments
may obtain the Journal at 30%
discount.

BEA Executive Committee
1993-95
President
Prof. Anisur Rahman

Vice Presidents
Prof. Muinul Islam
Prof. Abdul Bayes
Mr. Abdur Rahman
Mr. Ali Ashraf

Mr. Abdul Malek

General Secretary
Dr. Debapriya Bhattacharya

Treasurer
Mr. Khondaker Ibrahim Khaled

Joint Secretary
Mr. A. K. M. Shameem

Assistant Secretaries

Mr. Altaf Hossain

Dr. A. K. Enamul Hug

Mr. Sadequr Rahman Bhuiyan

Members

Dr. Muhiuddin Khan Alamgir
Prof. M. Lutfor Rahman

Mr. Md. Yunus

Mr. Abdul Haque Miah

Ms. Salma Chaudhuri

Mr. Matiur Rahman Khan

Mr. Abdul Awal Chowdhury

Mr. Kamrul Islam Chowdhury
Mr. Sardar Syed Ahmed

Mr. Mustafizur Rahman Sardar
Mr. A. K. M. Delwar Hossain Maldar
Mr. Md. Nazrul Islam



EDITORIAL ADVISORY BOARD

Prof. Rehamn Sobhan
Prof. Muzaffer Ahmad
Prof. M. A. Hamid

Prof. Mohammad Yunus
Prof. Moazzem Hossian
Prof. Sekander Khan

Prof. Wahiduddin Mahmud
Prof. Sanat Kumar Saha
Dr. A. K. M. Shahadatullah

- T e - K L

EDITORIAL BOARD

Chairman - Prof. Anisur Rahman

Executive Editors :  Dr. Abdul Ghafur
Dr. Debapriya Bhattachrya

Business & Communication : Mr. A. K. M. Shameem
Editor



01.

02.

03

05.

CONTENTS

Memorial Lectures / TR 35S

Professor M. N. Huda Memorial Lecture —From Theology to Empericism
: Reappraising, Bangladesh’s Experience with Economic Reforms

- Rehman Sobhan

ST IR T WAF TGS —SSHSRITE AEAfe

- (ETE W™

o IRTEF TEE TGO —TTS], TR T ¢ WNEF IfACT
NS ¢ cafvs qETT

- SR TR

Professor Akhlagur Rahman Memorial Lecture—Housing in Bangladesh-
An Overview

- Amirul Islam Chowdhury

oI T, 5 S WA Igel —JE TS ¢ Afeniie W
Sfirl 3 e (AfFS
- 7T TXNA

-Wwwzww—ﬁﬁmwﬁw‘wwemwﬁ%
- AR TR

Articles/ eg=al

Key Privatisation Issues : An International Perspective and
Bangladesh Experience

- Owaise Sadaat

i ey AR étAfeS g - cafFe A

- (g (AT (XA

e v TEE ©Fs ANl € A ]

- FAIWIE AT SR

Privatisation and Orientation Towards Free Market
Economy in Bangladesh: Some Issues

- S. M. Ather

Trade Policy and Econnomic Development in Bangladesh
- Mohammad Ali Akbar



07.

08.

09.

10.

il

12.

13.

14.

15.

16.

17.

18.

19.

20.

2l

22.

The Foreign Aid in the Development Process of Bangladesh :
Structurel and Dimensions, 1971-90

- Khan A. Matin
AT AR AGATSS AAEOFe (AF190 TEA, S5A-355R
- (Wi AEFA 797

Industrialization in Bangladesh, Aid-Dependence and

Failures of Technology Transfer

- M.M. Hug

Labour Force Statistics on Women in Bangaldesh

- Khaleda Salahuddin

Taking Stock: Trends in WID Issues in the Decade of the Eighties
- Shamim Hamid :
Social Consequences of Structural Adjustment Policies in Bangladesh:
A Study with Special Emphasis on Vulnerable Groups

- Atiur Rahman and Zulfiqur Ali

Poverty Alleviation and National Economic Growth

- William Christensen

Some Reflections on Disaster Mitigation Strategies and
Sustainable Development in Relation to Flood Action Plan

- Murshed Ahmed

Evaluating the Impact of Privatisation and Deregulation in
Bangladesh Agriculture : A Preliminary Assessment

- Abu A. Abdullah

The Policy of Agricultural Development =nd Privatisation:

Some Observations

- Md. Abdul Mannan Chowdhury

Agricultural Policy in Bangladesh

- Mohammad Ali Akbar

A Test of the Verdoorn Effect for Bangladesh Agriculture

- Tariq S. Islam, Ahsanul Habib and M. Ismail Hossain

T 4 gMIER R SR ¢ AfeFH

- AWE FAW SRR

A el

- (T1e &P T

?ﬂ%ﬁ faqea g9 e Fdm

— (18 CTFTE SAEE 9Em ;

Industrial Policy in Bangladesh: A Critical Appraisal

- Ayubur Rahman Bhuiyan and Mohammed Ali Rashid

An Assessment of Industrial Policy: What Policies Are We Talking About?
- Salma Chaudhuri Zohir




23. The Crisis of Industrial Policy in Bangladesh: Nationalisation
versus Privatization
- M. A. Mannan Chowdhury

24. Cottage Industries of Bangladesh: An Investigation in the
Role of the Government Played for their Development
- K.B.M. Mahbubur Rahman

25.  Public Manufacturing Sector in Bangladesh: Trends in the
Eighties and Reform Issues
- Debapriya Bhattacharya

26, NIEATR Wl FEea ¢ frifes 9T ST fareas
- 9. 3. 9T T

27. Optimum Utilization of the Potentiality of a Small and Cottage
Industries Sector : A Grassroot Level Strategy
- Salahuddin Mortaza Hossain

28. Impact of Import Deregulation in Bangladesh
- Abul Kalam Azad

29. Impact of Exchange Rate Policy A Review of Recent Policy Measures in
Bangladesh
- Mustafizur Rahman

30. A Short Note on the Exchange Rate Policies in Bangladesh
- M. M. Akash ;

31. Privatisation, Trade and Liberalisation in Bangladesh Service Economy

" - Dilip Kumar Roy

32. Marketing Practices and Environmental Factors Affecting
Marketing Decisions: A Study of Some Enterprises in Chittagong
- Syed M. Ather and M. Solaiman

33 Recent Trends of Porfitability and Productivity of Commercial

Banks of Bangladesh
- M. Zainul Abedin
Annexures/ #f2
S| Bt AT e FRERA
S| FTREER ST ST Al a4 @6 A fom TE< 2we
241 Trefes SEq
© | FATEE Srale ST AT Agfe Ffafea AFAME FAR TAFHE Zaifes

W FET ATE TS S

8 | TR Soalea S Afufen FoEfe Ty AAREHA I ARG FEF ANE
Fol9fen SEq _

¢! TS e Affen AR AAME Ty (A1 SEHT FEF Afoe 4Am
AT '

| FRSE AMEE FATE T3 (AT SEHE FEF TAZNME Sobo-be FAMFET
FEfFEaR e o= :



Editors’ Note

This issue of the Bangladesh Journal of Political Economy is based on the
papers presented at the Tenth Biennial Conference of the Bangladesh Economic
Association held in Dhaka in May 1993. A total number of 32 papers were
presented in the Conference. The present publication Contains full version of 20
papers and shorter version of the rest 12. One paper from the Nineth
Ponference, not published earlier, has also been included in the volume. The
volume also contains a short reportage on the Tenth Biennial Conference as well
as major documents pertaining the proceedings.

The Editors "gratefully acknowledge the editorial assistance provided by Mr.
Birupaksha Paul and Mr. Belayet Hossain. Mr. Shahjahan Hafiz Mukul of
Multimedia Bangladesh and Mr. Syed Amirullah of DeskTop Computing Lid.
deserve thanks for efficiently handling the printing and typesetting jobs
respectively.

The delay in publication of the volume is regreted.



Professor M. N. Huda Memorial Lecture

From Theology to Empericism :
Reapparaising Bangladesh's
Experience with Economic Reforms
Rehman Sobhan*

INTRODUCTION AND COVERAGE OF THE PAPER

The recent Aid consortium meeting in Paris concluded with words of appreciation
by our development partners at the Government of Bangladesh's (GOB) efforts at
persisting with the agenda of market oriented economic reforms and has urged
on the GOB to further intensify the reform programme. These post-consortium
reflections by our donors are however not entirely novel. Similar positive notes
have been registered after earlier consortium meetings when previous
governments were also complimented on their success in initiating and persisting
with their programme of market oriented reforms. Where however the donors
remain less forthright is in their willingness to express themselves on the macro
and micro-economic performance of the economy and its relationship to the
reform agenda put in place by our development partners.

It is not unexpected that our development partners take such an interest in
Bangladesh's reform programmes because they have been directly involved in
designing the various programmes of economic reform put in place by the GOB
over the last decade and even longer. The donor's interest in reforming our
economy derives from a legitimate concern that the billions of dollars invested in
Bangladesh have yielded a poor harvest owing largely to the manifest
weaknessess in policy design and implementation in Bangladesh over two
decades,

Without going into the fine points of the extent to which successive
government's have initiated and embraced these economic reforms or indeed
the merits of the extent of donor involvement, there will be little debate that a
great deal of the background decumentation associated with- our policy reforms

# Executive Director, Centre for Policy Dialogue (CPD)
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has been prepared at the initiative of particular donors such as the World Bank,
the IMF coliectively' known as the Bretton Woods Institutions (BWI) and the Asian
Development Bank (ADB). Indeed the present programme of reforms under
implemenitation over the last two years originated in the Policy Framework Paper
(PFP) niequtiated by the GOB with the World Bank and IMF in August 1990. The
scope for succesive GOBs to madify the reform programme appears to have
diminished over the years as our degree of external dependence has intensified,
our capacity for governance has weakened, our economy has deteriorated and
the donors have as a result become more adamant in seeking conformity to their
policy advise.

The reform agenda under implementation in Bangladesh is itself part 6f a global
programme of reform put in place in the developing and former socialist countries
by the BWI under the rubric of structural adjustment. The universal nature of
these reforms have come to acquire the character of a holy writ enacted by the
BWI with little scope for callibrating reforms to the varying social circumstances
and historical experience of particular countries. Bangladesh thus shares the
same agenda with Chad and Honduras. It is not surprising that such an agenda, in
place for a decade, has yielded mixed results around the world which has given
rise to serious rethinking on the outcome of these reforms (Taylor 1987 and
1990. Sobhan 1992b), OECF, UNCTAD).

The Bangladesh economy has shown little sign of the dynamism one would have
associated with a faithful adherence to the BWI reforms. It is therefore,
appropriate, after a decade of exposure to these reforms to attempt our own
appraiéal of the reform experience in Bangladesh. My review of Bangladesh's
economic reform experience presented in this paper is thus designed to initiate a
national dialogue on reviewing the present reform programme which has
dominated Bangladesh's development strategy for the last decade and has had
significant implications for the direction and performance of our economy. My
paper is far from a definitive treatise on the subject and draws upon more
substantial work on reviewing the reforms (Rahman 1989, Task Force Report
Vol.1.). It is thus my intention to raise questions through this paper about the
unsatisfactory performance of the economy over the last decade, the period
associated with the intensification of the structural adjustment reform. The paper
goes on to suggest the need for a serious rethinking about the assumptions and
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specifics of the dominant reform agenda and the need for a less theologically
driven, more empircal approach o reform.

THE COURSE OF REFORM

A Perspective on the Present Reforms

Bangladesh has been exposed to a decade of structural adjustment reforms as
conceived by the World Bank. However previous regimes in Bangladesh had
initiated a number of economic reforms some of which date back to the
mid-1970s which could fall within the construct of structural adjustment reforms.
These included measues to expand the role of private enterprise, reducing
subsidies on agricultural inputs, some measure of exchange rate adjustement
and massive monetary reforms to reduce inflationary pressure on the economy
(Islam 1977, Rahman 1989).

It is thus somewhat misleading to periodise a reform process since policymakers
in Bangladesh and indeed in many other developing countries have been
reforming various facets of the economy in the direction of promoting private
initiative, competition and market forces over two decades. The point of
departure in Bangladesh has however been that the reforms of the period
1972-82 were largely undertaken in response to specific problems faced by the
economy at the time largely arising out of short term exogenous shocks. The
reform process since 1982 has been much more holistic in its coverage,
attempting to change the entire direction of the economy towards a private
enterprise dominated market economy. This is not to say that prior to 1982 the
Bangladesh economy was a largely command economy since the contribution of
Public Enterprises to GDP did not exceed 15% which was well below levels in
Taiwan, Malaysia, even Chile and the Republic of Korea (Sobhan and Ahmad
1980). This was not surprising in a small farmer dominated agrarian economy with
a large service and informal sector. Thus even the changes initiated since 1982
are part of a continuum in the process of reforming what was and remains a mixed
economy.

Structural Adjustment Reforms

The term structural adjustment (SA) has originated from the Bretton Woods
Institutions (BWI), the World Bank and the International Monetary Fund (IMF). The
adjustment proces as used by the BWI is better understood as an instrument for
realising certain goals rather than as an end produ'ci of development. The SA
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process thus emphasises such institutional changes as the substitution of the
public sector by greater economic activity by the private sector, the use of market
forces to guide production and allocative decision and the attemptto expose an
economy to greater openness in the way of import liberalisation and export
promotion. These instruments are deployed through the medium of policy
reforms and institutional changes. However it must be képt in mind that the
reforms are not ends in themselves. They are intended to promote more
sustainable economic growth, investments, exports, better living conditions for all
segments of the population and greater democratisation of economic
opportunities.

The Post Liberation Reform Process

In the post-libefation period after Dec. 15, 1971, Bangladesh inherited a rather
overregulated economy based on import controls, foreign exchange rationing, an
overvalued exchange rate, subsidised pricing for food under the public food
distribution system (PFDS) as well as for publicly provided agricultural inputs and
institutional credit. About 34% of the value of fixed assets in the modern
manufacturing sector was contributed from public enterprises (ibid.).

In the aftermath-of liberation the share of public enterprises in manufactures
increased by another 43% because of the nationalisation of enterprises
abandoned by the Pakistani owners, who had prior to independence dominated
the trading, financial and modern manufacturing sector of pre-liberation
Bagladesh. As a result the state expanded its role in manufactures, banking,
insurance and trade. Some nationalisation of local capital took place but since the
indigenous bourgeoisie was underdeveloped and had only evolved over the
previous 10 years under heavy state patronage, the decisive influence in
expanding the public sector was the circumstantial pressures. arising out of
independence rather than a categorical commitment of the ruling party to build a
command economy. 5

The post-liberation regime in fact, ab initio, comitted itself to divest some
two-thirds of the smaller abandoned enterprises over which it had assumed
control in December 1971. It had also begun a process of bringing the price of
public goods closer to the market price, had carried out two devaluations of the
taka in December 1971 and again in March 1975 and had introduced, at the end
of 1974, the most severe measures of monetary stabilisation undertaken before
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or since, which contributed to a drastic reduction in the rate of inflation by the
Autumn of 1975 (op.cit. Islam). However at the time the regime changed in
August 1975, the direction of the economy was not significantly different from
what it was in the 1960s.

Reforms in the 1975-82 Period
Between 1975-82 more emphas%s was put on promoting private sector
development. Whilst successive regimes continued to disinvest those
abandoned units so listed by the post-liberation regime, they did very little to
divest themselves of the 77% of the modern manufacturing sector retained
under public ownership and managed by a number of large public corporations.
Some jute spinning units, specialised textile mills, some tanneries and re-rolling
mills were divested. However the emphasis of the government at that time was to
expand the scope for private economic activity at all levels of industry, in trade,
banking, insurance and distribution of agricultural inputs where it was:expected
that public and private enterprise would operate in competitive coexistance.
However the instrument of choice of that regime was massive lending to
prospective private enterprises through the public sector development finance
institutions (DF1). This same model had already been tested in the 1960s under
Pakistani rule, where first a Pakistani and then an embryo« Bengali
entrepreneureal class had grown up under the patronage of the Pakistani had
state. Since 1977, close to a billion dollars were obligated to private
entrepreneurs in Bangladesh to promote investment in industry, transport, trade
and construction.
Short term shocks to the economy, largely due to the rise in energy prices, but
also due to a severe deterioration in Bangladesh's terms of trade, had led to the
monetary stabilisation and exchange rate adjustment programme of 1974/75. A
similar deterioration in the macro-econamic balances again drove Bangladesh to
the IMF in 1980 for short term financing under the Extended Fund Facility (EFF)
(Matin, 1986). Whilst the adjustment programmes undertaken in 1974/75 were
largely directed by the government of Bangladesh's (GOB) own compulsions, the
IMF under the terms of the 1980 EFF, committed to lend $800 million to
Bangladesh. It demanded significant reforms in the budget, monetary and
. exchange rate policies of the GOB in 1980 (ibid.) However disbursements under
the 1980 EFF were suspended in March 1981 after the disbursement of only $
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20 million, due to the failure to keep within agreed borrowing targets. Interestingly
enough, the present Finance Minister was also Finance Minister in 1980/81. He
has since argued in a paper presented to an academic seminar in January 1990
that the suspension of the EFF in July 1981 was unjustified due to a mechanistic
application of conditionality provisions (Sobhan (ed.) 1991). The IMF did not take
account of the compulsions of the GOB to domestically procure foodgrains under |
the Public Food Distribution System (PFDS) to support prices in the wake of a
bumper food crop in the winter of 1980/81. (ibid.)

Reforms Since 1982

Notwithstanding the suspension of the EFF disbursements, the deteriorating
macro-economic balances in the economy kept the GOB under pressure from the
BWI to carry out a stabilisation programme. The new Marital Law regime which
seized power in March 1982 was more responsive to BWI pressures and initiated
a series of measures to improve its balances (Rahman 1991).

However by the beginning of the 1980s the BWI had embarked on its course of
structural adjustment reforms throughout the Third World. Most such countries
had for reasons similar to Bangladesh in 1980/81 faced severe exogenous
shocks both due to the adverse movement in their terms of trade and for some,
due to the escalation in debt service obligations due to the global rise in interest
rates and the recessionary economic conditions in the global economy triggered
off by the tight money policies of the Volcker-Reagan administration in the U.S. at
the beginning of the 1980s. With the resultant collapse in commercial bank
lending the BWI emerged as the primary sources of finance and intermediation
with the commercial banks for purposes of debt rescheduling which gave them
unprecedented leverage in directing reforms within affected Third World
economics. The BWI however chose to treat the macro-economic instability of
1880-82 not as the result of a short term exogenous shock but as the outcome of
longer term structural maladjustment in most Third World economics as a result of
faulty policies. It thus used its critical position in the global financial system to
pressurise all its prospective borrowers to embark on an agenda of
macro-economic stabilisation backed up by an agenda of reform which broadly
covered the areas of import liberalisation, exchange rate adjustments, financial
deregulation, fiscal reforms, desubsidisation of public goods, and development
of private enterprise. These reforms were intended by the BWI to make most
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Third World countries more likely to realise a path of sustainable growth based on
a more outward oriented development strategy ( Sobhan 1992 b).

From 1982 onwards Bangaldesh went through a similar pattern of reforms
indicated above. During the period 1986-89, Bangladesh again took recourse to
the IMF under its Structural Adjustment Facility (SAF) and again between
1990-93 took resort to the IMF's Enhanced Structural Adjustment Facility (ESAF)
(Rahman 1991). Both programmes involved agreement over a Policy Framewrok
Paper (PFPMnegotiated between the GOB and IMF which sets out the agenda of
macro-economic reforms during the period. The commitment of the GOB to the
PFP provides the seal of approval of the other aid: donors to pledge aid to
Bangladesh every year in April at the Aid consortium meeting convened by the
World Bank in Paris. The PFP negotiated by the GOB with the IMF in Washington
in August 1990 is currently the guideline for the prevailing economic reform
agenda. It spans three regimes, that of President Ershad (ousted in December
1990), the interim government of President Shahabuddin Ahmed ( Dec. 1990—
March 1991), and the incumbent government of Prime Minister, Khaleda Zia,
elected to office in March 1991.

The Reform Package
The PEPs are backed up by series of structural adjustment (SA) loans extended
by the World Bank and Asian Development Bank as either programme or sector
loans. These loans provide cash foreign exchange to the GOB to carry out a
series of policy and institutional reforms in particular sectors or areas of the
economy. Some of the areas covered by these loans include the Indusrial,
Energy,Financial and Agricultural Sector loans from the World Bank and the Food
Crop Sector Loan and Industrial Sector Loan of the Asian Development Bank.
The IMF related loans commit the GOB to a regime of macro-economic
stabilisation on its budgetary and balance of payments account, monetary stability
and competitive exchange rates. The sectoral loans of the World Bank and ADB
cover such areas as desubsidisation of agricultural inputs and public utility
services, financial deregulation, import liberalisation, fiscal reforms, divestiture of
" public enterprises. improved revenue collection and management of public
utilities. _ '
It should be kept in mind that some of these reform programmes predated the era
of structural adjustment. The World Bank and USAID have since 1977 been
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introducing conditionalities into various lending programmes to disengage the
GOB from distribution of fertiliser and control over irrigation equipments through
the Bangladesh Agricultural Development Corporation (BADC). Similar pressure
has been applied to reduce the GOB's involvement in the PFDS and particularly
to end the subsidised food rationing system to the urban areas. Discrete
pressure to promote privatisation has been applied from the 1970s and
substantial resources from the World Bank, ADB and-KFW Bank of Germany has
been channelled through the DFls to promote lending to the private sector

(Sobhan 1991 b.)

MACRO-ECONOMIC REFORMS

Budgetary Stabilisation

The GOB has put in place a programme of budgetary stabilisation through
measures to enhance public revenue collections and reduce public
expenditures. The fiscal deficit has fluctuated between 7-9% of GDP (Table I). It
rose to 11.2% in 1982/83 and was then reduced through a programme of
expenditure cuts. In the latest year, 1991/92, the deficit is down to 5.2% of GDP
(World Bank 1993). This would suggest some success in budgetary stability. In
fact the concept of budgetary stability as a measure of macro-economic
performance is somewhat meaningless for an essentially aid dependent
economy.

Bang]adesh's budget deficit, measured as the gap betwee total public
expenditures (TPE) and revenue, is in fact inherent in its dependence on aid.
Annual commitments of development aid to Bangladesh imply that the
government must plan to spend more than it earns 10 accommodate the
disbursements of external aid. The growing dependence on aid and weak
revenue effort has further encouraged the aid using agencies to pass a rising
share of their current expenditure liabilities on to the donors. The size of the
budget deficit is thus determined less by the budgetary management skills of the
GOB and more by the budgetary accounting practices of the GOB as well as
actual disbursement of development aid by its donors.

For at least a decade, if not longer, the GOB has been crediting items of current
expenditure such as salaries of personnel in the regular emplay ment of
Bangladesh, utility and maintenance costs, which traditionally are included in the
revenue budget, as part of the ADP. This trend has originated since donors,
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concerned at the GOB's shortage of Taka resources, have begun to pick up the
costs of local expenditures under the head of reimbursable project aid (RPA)
where foreign exchange from the project aid budget is converted into takas. This
generosity of the donors has encouraged ministries to push current
expenditures, which may othrwise have had to be trimmed due to revenue
constraints, into the ADP where RPA would underwrite these costs or sustain
them when a project graduates from the implementation stage to an ongoing
programme (s"é‘e Sobhan and Nazrul Islam in Sobhan 1990 b). The outcome of
this budgetary sleight of hand has been manifest in the high share of current
expenditures in the ADP. This is not normally recognised in the publication of the
budget but is captured in the more detailed volumes on the Demand for Grants
which gives expenditure details for each item of budgetted expenditure and is
released with the budget but rarely read by either MPs or researchers.

A quick review of the Demand for Grants shows that the current expenditure
component of the ADP in 1986/87 was as high as 33%. This current expenditure
escalated to 37% in the Revised ADP of 1991/92 and rose even further to 39%
of the ADP for 1992/93. If in fact budgetting was done more consistently and we
put the current expenditure of the ADP where it belongs, in the revenue budget,
then in 1991/92 our revenue expenditure would have been Tk. 10.63 billion and
not the budgetted amount of Tk. 7.9 billion. Since revenue earnings for 1991/92
were estimated at Tk. 9.52 billion we should in fact have reported a budget
defecit on revenue account of Tk. 1.11 billion or 10.4% of total current
expenditure rather than a surplus of Tk. 1.62 billion or 20.5% over current
expenditure. This would suggest that the capacity for self-financing the ADP in
1992/93 was less than zero and even lower than in 1986/87 when the corrected
budget deficit was 13.6% of revenue expenditure. With an even higher share of
the ADP in 1992/93 committed to current expenditure the real budget deficit this
year will be as high as in 1991/92. Thus whenever a Finance Minister takes
encouragement from a cut in his budget defic . he had better be sure that this
does not owe to improved accounting skills in other ministries rather than actual
economies in current expenditure.

Total aid dependence in the ADP thus has special implications about the
methodology of estimating macro-economic performance. Improvements in
disbursement procedures and more effective aid utilisation by the GOB
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contribute to higher ADP expenditures. Since this is entirely aid financed the
TPE deficit will increase. Conversely, a reduction in the TPE deficit means a
decline in the level of development expenditure and deterioration in aid
utilisation. This trend is clearly manifest as a further explanation of Bangladesh's
lower budget deficit in 1991/92 and 1992/93 even if we use the uncorrected
estimates of revenue expenditure.

Table | shows that the share of the Annual Development Plan (ADP) expenditure
to GDP has declined from 10.6% in 1980/81 to a low of 5.8% in 1991/92 (ibid.)
This unremitting decline over the last decade has reflected a growing weakness
in the development effort. Correspondingly the aid utilisation ratios have also
declined from a measure of 115.7 in 1980/81, to 93.7% in 1990/81 and 94.3% in
1991/92 ( this uses World Bank measures of aid utilisation). Project aid utilisation
ratios (20% of the opening pipeline of aid in the current year according to World
Bank measures) have declined from 139.8% in 1980/81 to 100% in 1990-92.
The reduction in the uncorrected budget deficit was thus not realised by a
significant cut in total public expenditure —TPE) but a readjustment in budget
accounting methods and a contraction in development expenditure. Thus the
revenue expenditure - GDP ratio has risen from 6% in 1980/81 to a high of 9.6%
in 1988/89. In 1989/90-1991/92 it avaraged 8.9%. These figures could be
higher if revenue expenditures in the ADP were included. Whatever way we do
our accounts, the TPE/GDP has remained in the region of 15/16%.

The slight improvement in the revenue collections in the last two years has
helped to underwrite the rising volume of current expenditure. But this has not
been enough to reduce the real current account deficit though it has according
to the GOB's accounting methods, contained the size of the deficit. The current
fall in the officially estimated current deficit however remains the end-product of
declining development expenditure and remains a measure of the weakness of
the development effort over the last decade. It also reflects creative accounting
by the Ministries who are spending less on the development account. As a result
the growth of the Bangladesh economy's productive potential over the !ast
decade has remained arrested which may account for the weak growth of the
economy. There are many reasons for this weak development effort of the GOB
relating to weak governzace and low administrative efficiency which have been
discussed by the World Bank (World Bank 1993) and which need more extensive
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discussion than is possible in this paper (Sobhan 1993a). How to improve the
governance of the society and economy should be the focal point of any agenda
of policy reform in Bangladesh because without addressing this crucial issue
macro-economic policy reforms cannot expect to yield the expected results
(ibid.),

Stabilisation of the Ex§zrnal Account

Bangladesh's macro balance on external account is also an artificial construct
determined by the volume of aid disbursements. An improvement in the balance
of payments usually reflects a decline in the share cf imports. The import-GDP
ratio has in fact declined from 17% in 1984/85 to 15.1% in 1991/92 (Table I).
Merchandise imports in nominal terms have stagnated and in 1991/92 stood at
$ 3.46 billion compared to $ 3.76 billion in 1998/90 (World Bank 1993). In reai
.erms import values have been declining over the last five years. In contrast
exports have done better and the export/GDP ratio has risen marginally between
1979/80 and 1991/92 though it is still about the same leval it was today as it was in
the mid '60s when jute was king. Today garment exports have been doing
exceedingly weli to compensate for the decline of jute. But the fact that only
15-20% of the external eamings from garments are retained at home means that
the net increase in earnings has been less dramatic. Similarly the rise in earnings
from overseas remittances has made a significant coritribution to our external
earnings, rising from $ 379 million in 1980/81 to $ 848 million in 1991/92 (World
Bank 1993).

However the reduction in our external defecit owes little to these success stories
and derives largeiy from import stagnation. Had in fact Bangladesh sustained its
import/GDP ratios at even the mid 1980s leval the external gap would have been
wider by least 2% of GDP. It could have been higher if the economy had been
more dynamic and the import/GDP ratio-rose. It was thus the sluggish demand for
imports and low leval of development activity - which led to weak aid utilisation
which compresed the external resource gap. In these circumstances we have
much less cause for optimism about Bangladesh’s path tc self-reliance if this in
fact derives from economic recession and ineffective aid disbursement. Thus
Bangladesh's external reserves by June 1992 were at an all time high of $ 1.7
billion which is equal to 6 months of imports compared to the traditional one and
half months sustaind by its reserves through the 1980s. Bangladesh's aid
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pipeline has now swollen from $ 2.86 billion in 1980/81 to $ 5.84 billion in
1991/92 (ibid.). As a percentage of annual imports this reflects a rise from 121%
to 166%.

Bangadesh's full reserve coffers and bulging aid pipeline are now ex%rcising a
negative effective on our real effective exchange rate which has remained
relatively stable over the 1980s because inflation has kept pace with the nominal
depreciation of the Taka. In fact at a market clearing leval our exchange rate in the
second nalf of the 1980s has remained relatively steady because buyers of
foreign currency are having their needs satisfied from the aid budget and full
reserve position. Pressure on the GOB by the BWI to depreciate the exchange
rate is thus a command policy decision and not a market determined decision

(World Bank 1993). The problem faced by an aid-dependent economy such as
Bangladesh is that due to its built-in external deficit, derived from the criticality of
aid to its development effort, an equilibrium exchange rate cannot be
scientifically determined and must be derived from the accident of economic
performance and efficiency of aid disbursement.

The ritual games played between the IMF and the GOB over the appropriate
exchange rate thus remain rather academic and have little influence on the export
promoting propensities of the exchange rate (Rahman 1991). It is worth
remembering that econometric exercises have shown no strong correlation
beiween the REER and export growth which in the model has proved much more
sensitive to trends in wor'd demand (ibid.). Thus in 1981/82, when the REER
depreciated 9.6% due to a 23% devaluation in the nominal value of the Taka, total
exports increased by 3% and non-traditicnal exports not at all. However in the mid
1980s when REER kept on appreciating total and particularly non-traditional
exports such as garments expanded rapidly, (ibid.).

OUTCOME OF ECONOMIC REFORMS

The Lack of an Evaluation Model

A scientific analysis which is based on a well defined model which causually links
the specific policy interventions indicated above with macro and micro-economic
changes in the econom: "as yet to be designed. For all their enthusiasm about
promoting macro-economic reforms the BWI has yet to develop a definitive
analytical design to guage the iinpact of its policies around the world. The three
evaluations they have carriec out of their ‘structural adjustment lending
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programme in the decade of the '80s have serious analytical flaws and suffer from
a selective use and interpretation of data (World Bank 1992). This has been
highlighted in a number of powerful critiques of the BWI policies and evaluation
exercises (Taylor 1988, Taylor et aL. 1993, Singh 1993).
As far as Bangladesh goes the World Bank's work, captured in the annual Country
Economic Memorandum (CEM) prepared for the Bangladesh aid consortium
meeting, has been slight in its analyticadfigour. What we are left with is largely a
- series of a priori statements of the merits of a policy and an ex-post review of
certain macro-economic data such as GDP growth, investment, exports and
inflation rates which establish: little causality between policy reforms and their
ouicomes.
A valuable work at the Bangladesh Institute of Development Studies by Sulian
Hafeez Rahman (1991), reviewing Bangladesh's experience with eccnomic
stabilisation and adjustment, aitempts tc review macro-economic performance
and goes on to demenstrate that specific policy interventions such as exchange
rate adjustments and monetary stabilisation did not vield the predicted results.
However this work again suffers from the absence of 2 holistic analytical model
which can trace the interrelations of policies through the macro-economy.
Given these conceptual limitations on an analysis of pelicy reforms we will in this
paper follow the route of the Werld Bank as well as other analysts of the economy
such as Rahman and the Task Force Repert on macro-economic policies. We will
look at certain indicators of performance such as GDP growth, structural change,
savings, investment, exports, price stabilisation and the privatisation process
during the 1982-92 period to see whether any discernible improvements were
registered in the economy compared {o the previous decade where reforms were
more episodic and limited in their purpose.

Macro-economic Performance

In Table IT we present some of the macro-economic measures of performance of
the Bangaldesh economy. Growth rates are naturally sensitive to the base year
chosen. For our purposes we review the growth performarice of the economy
from 1972-75— the three years of recovery in the immediate aftermath of the war
of liberation, the period between 1975-81 and then the period of intensive policy
reforms from 1982 to the present. We find that the post-war years,
notwithstanding the severe socio-political and institutional dislocations of the war
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and its aftermath, regisiered a robust GDP growth of 7.1 % p.a. This in part owes
to a low base but indicates that growth trends in this period remained very
positive. 3

The nost-recovery phase of 1975-81 broadly coincided with the regime of
President Ziaur Rahman, first as Martial Law Administrater and then as President.
GDP growth rate in this period averaged 5.1%

In the period from 1982-90, which coincided with the regime of President Ershad,
again as Mariial Law Administrator and then civilian President, Bangladesh has,
since 1982, been exposed to a relentless agenda of donor supported structural
adjustment reforms. In the 1982/90 \period, growth averaged 3.1% per year. From
March 1997 an elected government cariie to power. in 1990/91 GDP growth was
3.6%, in 1991/92 it was 5.9%. in 1992/93 & growth of 3.8% is forecasi. This
suggests that the weak grewth trend of the 1980s has not really been coirected.
Thus cver ihe fuii decade of reforms from 1282-82, average GDP growth rates
have ramained below 4% and thus weaker than in the two regimes of the 1970s.
This is surprising if for no other reason than the fact that in the 1982-02 period,
the post-war dislocations had been correctec and institutions were more securely
astablished. Policy reforrs begun in 1974, accelerated in 1977 and after, were in
place, massive aid had been disbursed in support of Bangladesh development.
Thus a compreherisive nrogramme of reform shouid have yielded quite
significant resuits. Whatwe instead have before us is siuggish economic growth
comparad to the 1970s and well below growth trends not just in East and South
East Asia but even growth registered by our South Asian neighbours.

Agricultural Growth Trends

This weak GDP growth was corroborated by weak growth in the agriculturai and
manufacturing sector. During the 1970s, agricultural growth averaged 4.2%
compared to an average of 1.6% in the 1980s, which was beiow the population
growth rate of 2.4% (Rahman 1991). Growth in 1989/90, at 7.7%, reflected the
recovery from two years of declining agricultural production in 1987/88 and
1088/89 due to fioods. But this growth fell to below 2% in 1990/91 and 1991/92.
An excellent crop, free of weather hazards in 1982/93, promises a 5.6% growth
but this does little to explain the weak and unstable growth of the agricultural
sector, interrupted by occasional good years. What is particularly disturbing is the
erratic nature of agricultural growth. Between 1981/82 and 1991/92 agricultrual
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growth declined in 6 out of 10 years, was negative in iwo years and was below the
population growth rate in 6 years. '
The weak and unstable growth has been less severe in food crop oroduction
because of the use of HYV technology and spread of irrigation. However aven
this performance has been constrained by the desubsidisation of inputs such as
fertiliser and irrigation water needed for HYV technology. This desubsidisation
has impacted most severely on the subsistence farmers whose cost of
production has increased without compensat¥ry gains from the nigher prices
available to bigger farmers with a marketable surplus. The rise in input prices has
thus become a tax on small farmers which they pay because of their subsistence
compulsions. But it has meant that they have not been able o expznd input use
and hence production o its fullest potential.

Trends in the Industrial Sector

The trend in industrial growth was not much better. However because of robust
growth in the publicly owned utilities sector due to high rates of investment,
sectoral growth was,stronger. However if we ccncentrate on manufaciuring, the
sector with maximum exposure to policy reforms, inciuding privatisation, we find
that in the 1980s growth averaged 2.5%, well below the rates registered in the
1970s. Growth was quite ureven and heavily weighted by the very robust growt
of garments and leather goods. if we look at growtr: trends in 34 subsectors of
manufacturing. we find only six sectors, sugar (public sector), garments (private
sector), wooden furniture (private sector), printing and publishing (private)
industrial chemicals (private and public) and fertiliser (public) registered any
sustained growth. Growth in other sectors was stagnant and showed significant
year to year variations.

Investment Trends

Weak economic growth is the outcome of both low rates of investment and
declining efficiency of investment. We will merely look at investment trends which
have registered a steady decline from 15.9% of GDP in 1980/81 to a low of
10.3% in 1991/92. This decline in investment rates has been continuing
throughout the period 1982-92. We have already observed the trend of declining
public investment which fell from 8.7% in 1980/81 to 4.7% in 1991/92. However
what is even more disturbing is that private investment, which vas the targetted
beneficiary of the reforms and privatisation programme, fell from 7.2% in 1980/81
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to 5.6% in 1991/92. These investment trends indicate that during the high tide of
ihe reforms real investment growth declined in absolute terms in the public sector
and was stagnant in the private sector. Indeed levels of private real investment
may even have declined in absolute terms.

Savings Performance :

Low investment rates tend to reflect dismal rates of gross domestic savings (GDS)

and weak aid utilisation. GDS remined below 4% throughout the 1980s and in

some years was around 2%. In 1991/92 however there was some improvement in

the GDS rate. Low savings reflect a weak capacity for domestic resource
mobilisation which has been both the cause and effect of high rates of

dependence on external resource inflows (Sobhan 1984, 1990). Low savings

rates have transferred the burden of underwriting development on to external

resource inflows. However weak utilisation of aid, manifest in low public

investment, has kept total investment rates depressed.

Export Performance

We have already observed that positive areas of performance have been
observed to be in the export sector. Export growth owed to the dramatic
escalation in garment exports, which contributed to substantial creation of new
employment, and to a lesser extent in leather and frozen fish. Total export growth
in the 1980s. averaged 7.7% in real growth which was double the growth rate in
the 1970s. This compensated for the decline in the traditional export sector of
jute and jute goods which has become a major casualty of the changing trends in
global demand for jute products.

The disturbing feature of Bangaldesh's export performance has been the very
slow progress in building backward linkages with the domestic textile sector.
Investments in the modemnisation of the textile industry, which has been in place
since the 1930s and upgradation in the product quality of the handloom industry,
could have ensured that Bangladesh could have retained around a billion dollars
over the last 5-7 years which has gone to pay for imports of all intermediate inputs
in the garment industry (Sobhan 1992 a).

It has been argued that very little of the growth in garment exports owed to
changes in Bangladesh's macro-policies. In fact during the period of maximum
growth, the REER was appreciating (Rahman 1991). The growth originated from
the market niche created for low cost garment expcrts under the Muiti Fibre
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Agreement (MFA). However the response from small/medium entrepreneurs has
been impressive and demonstrates that private entreprenership has great
promise in areas where markets are secure, investment finance needs are
modest, technology assimilation is easy and a system of back to back financing of
letters of credit provides a ready supply of working capital free of the hassles of
import regulation. Thus the garment sector is a demonstration of what some
sensible policy support directed to entrepreneurs, degling within their financial
level and managerial competency, can achieve. However it is arguable that a
more purposeful goverhment, such as in the Republic of Korea, would have
intervened much more positively to capture the backward linkage effects of the
garment exports and would have taken the lead in promoting further exports in
such labour intensive areas such. as finished leather products and consumer
electronics (ibid.).

Inflation Trends

Another area where reforms may have had same beneficial effect is in the
relatively low rates of inflation which averaged around 10%. This has in the last
two years fallen to around 5%. Some of this low rate of inflation owes to the
weightage of foodgrains in the consumption basket. A long standing policy of
keeping food prices stable has thus contributed to this lowered rate of inflation,
particularly in the year 1992/93, where a bumper crop has led to a fall in foodgrain
prices on the open market. -

Rahman and Shilpi have estimated an econometric model which indeed suggsts
that production trends, reinforced by an official policy of foodgrain price
stabilisation, has done much more to contain inflation than has the monetary
policy of the government (Rahman, 1991). The government has in fact been
reasonably conservative in its policy towards ‘monetary growth and has made
limited use, during the 1980s, of defecit financing to underwrite public deficits.
The availability of aid has in fact made this unnessary. Indeed the World Bank has
in recent years argued for a more adventurous credit policy to stimulate economic
activity ( World Bank 1997).

The main target of official monetary policy has been to promote private sector
activity so that the traditional fears of the private sector being crowded out of the
market hardly applies to Bangladesh in the 1980s. The economy has thus
remained less exposed to the potential instabilities of an aggressive monetary

policy.
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Thus whilst money supply (M2) grew at a rate of 21% between 1981/82 and
"1988/89, the inflation rate was 10.8% and GDP growth, 3.2%. This suggests a
low and unstable velocity of circulation of money which raises doubts about the
causal links between monetary policy and inflation (Rahman 1991).

The Debt Crisis

Credit policy to the private sector has however been vitiated by the mounting
problem of default by the private borowers from both the nationalised commercial
banks (NCB) and the DFIs. The NCB have traditionally been used to underwrite
the losses of public enterprises and to promote private economic activity. This
has led to politicised lending decisions and lax regulation which has contributed
to the accumulation of overdue loans both to the NCB and DFls. The DFis were
faced with an escalation in default rates where upto 90% of their borrowers
remained in arrears of their dues (Sobhan 1991 b). Total recovery rates fell to
below 10% of monies due in and led to a suspension of lending by the principal
financiers of the DFls, the World Bank, ADB and KFW Bank in 1985 which has
had serious consequences for promoting private investment. Currently only a
limited amount of external financing is being directed to the private sector
through the ADB and the IFC through direct loan and eduity support to some
private industry. However the very rigourous appraisal procedures and collateral
requirements for these loans limit their compass and is no substitute for lending
through the DFls. Private commercial banks and financial institutions have been
much more ®autious in investments in risky ventures and have limited their
financing to trade and more export oriented industries such as garments.

The crisis of the DFIs has extended to the NCBs where escalating overdues have
led to the World Bank, through the medium of a Financial Sector Credit package,
imposing severe conditionalities-for promoting reforms in the Banking sector.
This has led to the NCB being forced to make provisions for overdue loans which
has severely eroded their capital base which had to be reinforced with a massive
infusion of public money. There has been some improvement in recovery over
the last two years jut this has not prevented the need for a further recapitalisation
of Taka 3.2 billion so as to keep the NCB viable (World Bank 1993).

The outcome of this credit crisis has been a severe decline in accommodation to
borrowers. Many of the principal defaulters are industrialists so that the
stagnation in the industrial sector originates in the unresolved crisis in the
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financial sector. In the last year the government has registered, some, 1500
industries as being 'sick’. This indicates that they need some debt rescheduling
and new lines of credit to resume business. The government has advised the
commercial banks to deal with these sick industries on a bilateral basis and to
accommodate them if they are convinced of their sincerity to repay as well as the
longer term viability of the project. Few Bank managers m the NCBs are willing to
risk official sanctions by exercising such discretion towards a class of borrowers
who have consistently defaulted in their obligations and may default again.

Privatisation Policies i

The crisis in the financial sector itself originates in the problems of entrepreneural
development which was central to the SA reforms of the World Bank. Under
pressure from the World Bank and more recently the ADB, the GOB has since
1977 been pushing credit to the private sector through the DFIs (Sobhan 1991
b). This indiscriminate lending, usually under official patronage, between
1977-82 lay at the root of the default crisis of the 1980s. The absence of a mature
entrepreneural class to avail of this liberal access to public money seems to have
escaped the ‘attention of the Bank and the local policymakers who were driven by
an a priori belief that unlimited supplies of seasoned entrepreneurs were waiting
for infusions of public credit.

A similar form of a priori reasoning:thus drove the privatisation policy. This assume
that public enterprises suffered from some form of originals in which made them
chronically ineficient and that a private enterprise would automatically establish
itself as a more efficient manager of these public assets. The resultant divestiture
policy included outright sale under concessional installment terms to private
buyers, denationalisation on favourable terms to the former Bangaldeshi owners
of the jute and textile mills nationalised in 1972, and public sale of shares through
the stock market of 49% of government equity in particularly public industries and
banks. The preparatory work of these disinvestment exercises was however weak
and the oversight of the outcomes of the divestitute process remained
negligent.

Upto the beginning of 1991 the GOB had divested itself of about 700 enterprises
thereby reducing the share of public enterprise assets from 77% to 43% in the
modern manufacturing sector . However not a single review of the performance of
these divested enterprises was attempted. The interim government of President
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Shahabuddin Ahmed in early 1991; commissioned a survey of these enterprises
which managed in 2 months to look at 290 enterprises. Of these 53% were seen
to have closed down (Sobhan 1992a).

In the 1993 CEM the World Bank states that of 497 divested units, other than,
1993 the 62 units of the jute and textile mills, 245 or 49.2%, had closed down

(World Bank 1993). The Bank sought to draw some inspiration from the fact that
these closed mills were smaller in size. In a survey of 24 closed units in the
industrial area in Tejgaon, Dhaka they found that 18 continued to operate but that
only 8 were operating as industries.

The fact remains that the massive lending and accelerated divestiture to the
private sector has not endedin a burst of private investment, improve
micro-economic efficiency of enterprises or overall growth of manufacturing
output. We have seen the poor growth figures for manufacturing output and
investment in the 1982-92 period; we have seen the massive defaults of the
private borrowers to the DFIs and NCB, we have seen the dismal performance
record of the divested units and the general state of crisis which has compelled
the GOB to declare 1500 enterprises as off icially sick.-All this suggests that
whatever be the long term potential of private enterprises in Bangladesh or the
many and continuing weaknesses of the public sector, there are no readymade
panaceas in the promotion of the private sector where the entrepreneural
tradition has remained weak.

Import Liberalisation

The emphasis on making the private sector more competitive through a‘policy of
indiscriminate import liberalisation is again showing no positive results. The GOB
has indeed been quite successful in drastically reducing the number of items
covered by quantitative restrictions from about 8000 or more in 1982 to around
100 items in 1992./Average rates of duty are down to 25% but in practice they
range from 100% to zero. However there is no doubt that imports are more readily
available today in Bangladesh, indeed excessively so because of illegal imports.
Thus domestic industries face a much more competitive environment than they
did a decade ago which many of them now argue is a major factor in explaining'the
pervasive sickness of the industrial sector.

This suggests that a long period of protected industrial growth, designed to
create rents for reinvestment within the industrial sector, may be a critical
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precondition for encouraging first generation industrialists to set the stage for
sustained industrial growth. This form of protected industrialisation was certainly
" the strategy which stimulated industrial growth in Japan, Taiwan, ROK, India,
Brazil, Mexico and Turkey. However the East Asians ensured that protecting
domestic industry went hand in hand with a well planned strategy based on
massive state support for export oriented industry which yielded spectacular
results (Sobhan, 1993b, Wade, 1990).

RETHINKING OUR REFORM AGENDA
More of the Same?

We have seen from the above discussion that Bangladesh has experimented for
at least a decade with structural adjustment reforms®designed by the BWI. The

outcome of this reform has been far from satisfactory in realising the proclaimed
objectives of the reform. About the only area where some improvement has been
recorded and this only in the last two years, is a slight upturn in revenue
collections. This effort, whilst modest, should be commended and improved
upon in the years ahead.

The most recent evidence for 1992/93 shows that our so-called macro-economic
gains in balancing the revenue budget, reducing the external resources gap,
accumulating over $ 2 billion in foreign exchange resources and reducing the rate
of inflation derive less from substantive policy reforms than emerge as the
negative consequence of weak project implementation, changes in budget
classification methods and the persistence of an ongoing economic recession.
Even if the growth of the economy in 1992/93 registers some percentage gain
over the previous years, these growth trends do not raise the average trend rate
of growth and still leaves Bangladesh lagging behind its South Asian neighbours.
The decling in the rate of public and private investment over the last decade has
and will therefore continue to compromise the rate of growth of the economy

through the 1990s.

Our development partners, both in their documentation prepared for the Aid
Consortium and in bilateral sermons delivered by particular ambassadors
continue to blame our inadequate performance on an insufficiency of reform,
attributable in part to weakness of political will, administrative incompetence,
governmental malfeasance, continuing civil disorders and the intransigence of
the labour movement. They continue to argue that what we need is more import
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liberalisation, more privatisation, more depreciation of the exchange rate and a
greater capacity to discipline our labour force. Never once has it entered their
minds to question the logic or the historical evidence or contemporary
experience of other developing countries exposed to similar reforms, as to
whether their universalist solutions for Bangaldesh are likely to realise their
proclaimed outcomes.

Reappraising the Logic of Reform

For example the argument that even more import liberalisation will axiomatically
lead to greater competitive efficiency of the Bangladesh economy is
questionable both on conceptual(Taylor, Wade, Banuri, OECF) and empirical
grounds (Amsden, Luedde-Neurath, Wade, UNCTAD). There is no logical basis
to argue that import liberalisation by one country, in a world economy in
recession, replete with trade distortions, with widely varying supply side
responses between countries, will axiomatically lead to improved competitive
behaviour by local producers. There are any number of countries, led by the
Republic of Korea and Taiwan, but including the world's fastest growing economy
in the last decade, China, as well such countries such as Brazil and Mexico in the
1960s and '70s who used a substantial measure of import protection to promote
significant industrial growth and structural transformation, without prejudice to
phenomenal expansion of exports and change in their composition of trade.
There is similar extensive evidence in the 1980s to show that import liberalisation
in many developing countries has coincided with deceleration in growth, exports
and investment, leading to a process of deindustrialisation (Sobhan 1992b).

Nor is there any evidence to support the view that an accelerated programme of
privatisation would lead to both greater micro-economic efficiency in the
privatised enterprises or greater macro-economic efficiency. All the World Bank
has done is to produce a highly selective study of four carefully chosen countries,
Mexico, Chile, U.K. and Malaysia, selected on the prima facie evidence of
promised good results from privatisation, to demonstrate the positive outcomes
of privatisation (World Bank 1992c). They have made no attempt to study
countries such as Bangladesh, where over 50% of the privatised enterprises
have closed down or Africa, where in a number of countries, privatised
enterprises have not performed particularly well or closed down (Mkindawire). All
we are thus left with are assertions of faith that privatisation will deliver good
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results or the overall questionable proposition that economies with a large private
sector have performed better than those with a large public sector. Bat this
evidence cannot explain why China, Taiwan, Malaysia, Brazil, Mexico who.have
had public sectors which, in relation to GDP, were discernibly larger than
Philippines, India, Bangladesh or Pakistan, have done so much better (Singh and
Chang 1992). Even if it could be established that private enterprise correlates
with macro-economic dynamism in Thailand or Taiwan this evidence is insufficient
to establish that similar good results will follow from rapid privatisation in
Bangladesh or Ethiopia.

The Causality of Reform

In Bangladesh itself neither the World Bank nor our policymakers have produced
one shred of evidence to support the proposition that the much greater degree
of economic liberalisation and privatisation registered in the period 1982-92 has
improved the rate of manufacturing investment, growth, or economic
competitiveness. All we have is a set of tables in the 1993 Country Economic
Memorandum of the World Bank forecasting improved growth trends if we realise
further liberalisation (World Bank 1993). There is no supporting model or empirical
evidence to trace the causal link between the Bank's reform agenda and these
synthetic numbers they have presented in their memorandum. Their forecasts
are thus more in the nature of wishful thinking rather than the outcome of serious
analysis and research.

What statistical evidenge we in fact have indicates that in the 1980s there has
been stagnation in nr&'wufacturing investment, output and also efficiency
(Sahota). Unlike the Bank | would however hesitate to establish a reverse
correlation that this weak economic performance owes exclusively to economic
liberalisation. But what we would suggest is that we need to re-examine the
theory of liberalisation, develop a workable model to programme the outcomes of
different reform policies, generate macro-economic evidence to feed the model
which can integrate socio-political as well as administrative variables into the
analysis. This would take into account the nature and quality of our

entrepreneureal class, the importance of physical infrastructure, the political
environment, including the state of law and order and the prevailing administrative
system which influence micro-responses to macro-economic policies.

The Need for Empiricism
Whilst we are putting together the analytical tools and evidence to support more
effective policymaking we would do well to more systematically study the
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experience of the success stories of East and South East Asia as well as
understand what is going on in a much larger number of other developing
countries whose own experience with a reform agenda similar to Bangladesh's
has yielded such modest results (Sobhan 1992b).

What we are asking for is not a return to past policies which also contained serious
weaknesses but a serious objective review of what is essentially an ideologically
driven agenda designed by the BWI for Bangladesh and the use of greater
empiricism in the design of economic policy. We have to be guided by our own
experiences with reform, reject or redesign policies which do not work, generate
our own models, designed by our own experts, and present the: results before
the people for an ongoing public dialogue which is necessary to build the political
consensus which must underlie the very major reforms necessary to stimulate the
economy.

A Renewed Reform Agenda

There are obviously no ready made solutions to Bangaldesh’s problems. What is
certain is that the somewhat simplistic policy agenda originating in the BWI and
rather, readily embraced by successive governments in Bangladesh now needs
more rigorous scrutiny. Such a review must recognise that there are many
valuable elements in the BWI proposals which originate from both policy and
administrative weakness on the part of the GOB and our entrepreneurs. Many of
these reforms in such areas as fiscal policy, improvement in project
implementation and better prioritisation of scarce resources, effective discipline in
the banking sector, all merit urgent action by the GOB. The GOB itself has made
positive attempts to improve performance which should be built upon.

This policy review: will however need to look inwards to draw on our strength and
domestic capacities. We will have to explore how we can further accelerate the
mobilisation of domestic resources so as to reduce our chronic external
dependence if we are serious about establishing autonomy in our decision
making process. We will have to see how we can eliminate waste and malfeasance
in our public expenditutres. We will have to find ways of nursing our sick
public/private sector back to health and learn how to channel resources, without
inducing similar sickness, to the more dynamic components of the industrial
sectors, particularly in the area of small and rural industry (Mosharaf Hossain). We
will need to stimulate small"holder agriculture, our most efficient productive
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agents, whilst absorbing the labour of the landless in gainful employment (ibid.).
We will have to learn how to replicate the success stories of the Grameen Bank
and other successful non-governmental initiatives within a comprehensive
programme to erradicate mass poverty, ensure universal primary education and
health care, all within this century. We will have to both expand and diversify our
narrow export base and to promote efficient backward linkage which will not
prejudice export competitiveness. Above all we will have to make the state more
dynamic, responsible and creative rather than its perceived role as a predator and
inefficient consumer of aid given resources. This will imply a rethinking rather than
_adimunition in the role of the state, including ways to improve its macro-economic
management capacities, making its work transparent and democratically
accountable. Public enterprises will need to be made genuinely autonomous,
commercially motivated and develop non-adverserial process of interaction with
the private sector.
This process of rethinking will need to be largely endogenous where Bangladesh
uses its own expertise to find ways to use its heavily underutilised capacities.
Some indication of this potential was captured in the 29 Task Force Reports,
commissioned by the interim government in office from December 1990 to March
1991 where 255 of the best experts in Bangladesh were commissioned to work
on identifying problems and producing policy options for the newly elected
government and parliament. This commendable work, done on a voluntary basis,
provided a unique demonstration of the enormous potential available in
Bangaldesh of underutilised human and material capacities waiting to be used
more productively.
A more endogenous growth process will have a positive impact on poverty
alleviation because it is the poor who remain the most creative and productive
class in Bangladesh. However there remain many areas in industry, infrastructure,
human resources, based on sunk investments, many originating in aid
programmes, which can be stimulated to contribute to a higher growth rate
through more purposeful planning and more sensitively designed policy
instruments. . :
A policy agenda which both targets and empowers the hardworking poor whilst
oromoting creative entrepreneurship will be the best investment to sustain
Bangladesh's still fragile democratic institutions. Our history has shown that the.
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only protection against unconstitutional seizure of power is the unstinted support
and public mobilisation of the mass of the population. This can be realised by
giving the people of Bangladesh a positive stake in the stability of a dynamic
economy based on a much fuller democratisation of economic opportunities.

(Sobhan 1990a).

A Dialogue for Reform

The above discussion on the broad features of a renewed development agenda
need to be translated from general indications to specific propositions. This will
require detailed research and an ongoing public dialogue involving the
government, political opposition, business, NGOs and professionals, since the
task is beyond any individual even group of people. This dialogue will have to be
more than just a dialogue of the elite and will have to be taken into the field to
involve the classes of people directly affected by a reform agenda. They will have
to ab initio be made participants in this dialogue if their support is sought for policy
reforms.

This ongoing national dialogue will hopefully build a national development
consensus as well as articulate clear differences in the specifics of policy which
would be the basis of political debate. Out of such dialogue we may expect an
authentic national reform to which both the government and parliament can be
fully committed and held accountable before both the people and our
development partners.
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Table I
Macro Economic Trends in the Bangladesh Economy
1970/73-  1975/76-  1981/82  1990/91 1991/92
1974/75 1980/81 1989/90
1. GDP Growth if<t 5.1 3.1 3.6 3.9
( % per annum)
1980/81 1984/85 1989/90 1990/91  1991/92
2. Invest /GDP (%) 15.9 12.8 12.1 10.4 10.3
3. Savings /GDP (%) 3.4 1.9 2.2 3.2 45
4. Rate of inflation 12.5 10.9 9.3 8.9 6.2

(increase over
previous year %)
5. Sectoral share of

GDP (%)

a) Agriculture 48.8 413 38.3 37.6 36.9
b) Manufacturing 10.6 9.9 9.9 98 . 10.1
6. REER 100  96.53 93.55 87.58 86.27

Source : () 1971/72-89/90, Rahman 1991
1990/91- 91/92 World Bank 1993

(ii) & (jii) 1980/81 Rahman 1991
1984/85-91/92 World Bank 1893
(vi) 1980/81 Rahman 1991
1984/85- 91-92 World Bank 1993
(v): World Bank 1993
(vi) World Bank 1993; N.B. 1980-81
figure taken from World Bank Country Economic

Memorandum for 1989.
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Housing In Bangladesh
~ An Overview
Amirul Islam Chowdhury*

Professor Akhlaqur Rahman was born in 1927 and died on May.4, 1992 at the age of 65
years. He studied at Aligarh Muslim University, India, Dhaka Umversrry Manchester
University and lastly MIT, USA.

He served Jahangirnagar University, (where he has teaching till his death), Dhaka
University, Peshawar University, Pakistan Institute of Development-Economics, IWTA
(Inland Waterways and Transport Authority), East Pakistan Planning Commission and
United Bank Ltd. He was elected President of Bangladesh Economic Association. He was
one of the-members of Panel of Economists of the Planning Commission, Member of
Taxation Enquiry Commission.

Professor Rahman contributed substantially both in research and publication
ineconomics. Krishitay Dhanatantrayar Bikash (in Bangla), Foreign Aid and Self-reliant
Growth: the case of Bangladesh and Marxtiyo Arthaniti (in Bangla) are some of his good
writings. He completed an edited version of his published articles on Development and
Growth Economics before- his death. This is under print under the sponsorship of
Jahangirnagar University.

Professor Rahman who identified himself with Marxian Economics, also had great respect
towards Neoclassical contributions. He took active part in politics during his student life
and kept the interest tifl his death.

Introduction

- Despite the desperate housing situation in Bangladesh, it has not yet become a
‘persistent prablem (to, the extent it demands) for the politicians and policy
makers'. It ranks not only low in the priorities of Plan investment but showing a
declining trend. It was 4.23 per cent in 1987, 3.90 per cent in 1988/89, 3.73 per
cent in 1989/90 and 3.63 per cent in 1990/91 of total Annual Development Plan
allocation. Plan share in this sector fluctuates arc-und 5.00 per cent of the total
outlay.

Good housing is considered basic for the development of human resources —
health, education, efficiency and economic activity. It was said rightly by-one
British policy maker that 'it is a waste of money to build hospitals to cure disease; if
families are forced to live in houses which breed disease. It is waste of money to
build schools for children who must return every night to squalid, crowded and

* Professor, Department of Economics, Jahangirnagar University
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unhealthy homes'. Another policy paper of an international aid agency shows that
"each dollar invested in the housing sector give rise to about two dollars of
additional economic activity in other sectors* (AID 1974). It is now essential for all
to accept investment in housing as economic and beneficial for society. Recent
adoption of National Housing Policy by the govemment of Bangladesh indicates
this intention.

This memorial lecture intends to describe the existing housing situation in
Bangladesh and identities some of the leading features and problems with some
suggestions to meet the critical situation.

Research in Housing

It has been observed that like many other developing countries, in Bangladesh
also, economists specially macro-economists take very little interest in this field.

Most of the research that we come across are mostly from the geographers,

planners architects and engineers. Emphams are naturally laid on the physical
design, design and affordability, shelter process etc. However, some economists
who have done some works have mainly laid their stress on the financing
ingeneral, financing institutions, general socio-economic and peripheral aspects
of economics of housing. Existing research have mainly focused on issues such
as on the different types of shelter process and housing delivery system (Hai
1981, Hasnat 1980 and 1981, Helal 1984, Huque 1981, Islam 1962, Islam Md.
Nurul 1980, Islam N. Amirul 1. Chowdhury and K. Ali 1880, Islam S. 1983, Khan
Amirul 1977, Khan'M. |. 1974, Khan R H 1977, Mia and Islam 1988, Sharma 1976°
and 1977, Talukdar 1976 and Salam 1979); on low cost housing and squatters’

(CUS 1976 and 1979, Hasnat 1977, Chowdhury M A 1978, Husain 1977 and
1978, Bukhari 1977 and 1977a, Rahman 1991), on housing situation in general,
or of rural and urban areas, housing demand and needs, either of the country as a
whole or of certain town/city (Alam, S M 1992, Ali and Hasnat 1978, Bukhari 1992,
ISRT 1974, Islam N 1973, 1993 and 1993a, Islam N & Nurul 1981, Rahman 1977,
Shirin 1979 and Chowdhury 1981), on some aspects of economics of housing
such as financing in general, financing institutions, specialised bank(GB), rent,
socio-economic aspects etc. (Rahman 1989, Bukhari 1978 and 1993,

Chowdhury 1992, Hossain 1988, MOL 1989, Nabi 1981 and Quium 1975) and
policy papers, project reports and project evaluation reports (Etherton'and Lewin
1978, DIT 1977, GOB/UNDP/UNCHS 1985, GOB/ADB 1993, GOB/UNDP 1993,

Islam, Chowdhury and Ali 1289, UNCHS 1979 and UNDP 1989). The list is not
exhaustive. However, it shows that research on "pure area of economics of
housing' are difficult to trace. The reasons are explained by an AID pollcy paper
which observes that (in developing countries) this may be due to "housing being
considered as low priority investment portfolio because of a low rate of return on
the capital invested as compared to alternative investments". However, the same
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paper also say that “a trend seems to be reversing and economists are finding
new relationships between housing and development" (AID 1974).

However, it should be mentioned here that the recent Project Report on the
Housing Sector Institutional Strengthening (ADB/GOB 1993), though a
consultancy report yet rich in economics specially affordability, financing, housing
institutional situation and possible future economic policy issues. The paper has
drawn heavily from this report.

Present Situation

Household Expenditure Survey 1988/89, undertaken by BBS (1991) identifies
147.85 lakh residential structures in the country, of which 86.00 per cent are in
rural areas and only 14.00 per cent in urban areas. Nearly 87.00 per cent of the
total housing structures in rural areas are temporary (kutcha) in nature, 12.00 per
cent semi-permanent (pucca-kutcha) and the rest 1.00 per cent is permanent

(Pucca). The situation in urban areas is little better, where 23.00 per cent dwelling
units are permanent, 22.00 per cent semi-permanent and the vast majority of
54.00 per cent are temporary (see Table 1). However, the discouraging trend is
the fall in the proportion of permanent residential structures both in the rural and
in the urban areas, which otherwise means the rise in the proportion of temporary
and informal structures. On the whole, currently more thari 96.00 per cent of
residential structures in the rural areas and nearly 60.00 per cent in the urban
areas are highly temporary and provide inadequate shelter and protection from
the rough environment. Current estimates show that in 1993 total number of
dwellings in Bangladesh stands at 18,460,000 of which 15,160,000 (82.12%)
are in the rural areas and 3,300,000 (17.87%) are in the urban areas (GOB/ADB
1993).

This does not clearly depicts the picture of the environmental situation in the
informal housing of slums in th > urban areas and almost dilapidated structure of
rural housing. Even with substantial improvement in the drinking water situation, it
is only about 40.00 per cent urban households that has access to safe drinking
water and 25.00 per cent to hygienic sanitation (Islam 1993). On the whole, the
existing conditions in the housing structure and environmental situation (specially
in the urban areas) of Bangladesh clearly manifest ‘the most visible and
dehumanising situation of poverty'. This situation is also indicative of stark
inequality that exists in the society (Islam 1992).
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Table 1 : Housing Status by Urban/Rural Residence —1987

(percentage distribution)
Residence Housing Categories
Status Type-1 Type-2 Type-3  Type-4 Type-5
Rural 1.0 11.9 10.8 36.0 40.3 100.00
Urban 233 22.6 6.6 24.7 22.8 100.00
Bangladesh 3.8 13.3 10.3 34.6 38.0 100.00

Notes :
a. Type-1:Wall - Brick/Cement; Roof - Cement
Type -2 : Wall - Cl Sheet/Brick/Cement; Roof - Cl Sheet/Wood
Type -3 : Wall - Mud/Mud Brick; Roof - Tile/Cl Sheet/Wood
Type -4 : Wall - Thatch/Straw/Bamboo; Roof - Thatch/Straw/Bamboo
Type -5 : Other
b. Type 1 :Permanent; Type 2 -Semi-permanent and Type 3to Type 5.
Temporary
Source : BBS, Government of Bangladesh, 1991 : Report on The Household
Expenditure Survey, 1988/89, Table 7.5, p. 43,

Building Process

Houses in Bangladesh are built in incremental method including the
development of land, through savings and rent income and may take anything
between 10 to 12 years to complete one’structure’. This is more true for urban
areas. In the rural areas, it takes few months to build the core but several years to
complete the other needed structure in the settlement. Most of the houses are
one room structure.

Urban housing is supplied overwhelmingly by the informal private sector. The
informal private sector has two major sub-systems,

(i) the private household sector in which a middle class households operates
either as a builder occupier, or as a small entrepreneur of 2 - 10 units of
apartments and services the middle class tenants and (i) the slum entrepreneur
who builds very low cost units and rents these out to low income (mostly informal
sector) people. Formal private sector housing activity is a very recent
development and is yet to make a quantitative mark in the housing market. Its
presence is felt only in the two large metropolitan cities, more particularly in
Dhaka, and a little in Chittagong, the second largest city. This type serves the
upper and middle income groups, who purchase single units of either "sites and
services' or finished apartments from developers (Islam, Chowdhury and Ali
19891).

Public sector activity in housing are visible only in the major cities and towns,
specially Dhaka, Chittagong, Khulna and Rajshahi and few other important towns.
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This sector provides (i) 'sites with services' with long term lease to private
households, (ii) rental or free units to public sector employees;.(iii) rentals units for
hire-purchase, (iv) credit through government managed financial institutions for
housing to middle and upper income group households (Islam, Chowdhury and
Ali 1991).

In the rural areas, most of the houses are owner built and self-building is the
dominant feature and primarily becomes a family affair. Help is taken from outside
only in the technical areas of construction. However, in recent years, formal
construction labour market has started to appear.

. In the provision of infrastructure, the role of the public sector along with the urban
local government has been quite strong, with nearly full contribution in roads,
electricity and gas connections, varying contribution in the supply of water,
limited contributions in sewerage, sanitation and waste disposal in the urban
areas. Public sector and NGOs are involved in the limited way in the supply of
drinking water and latrine in the rural areas.

Non-government organisations in recent years specially after the great floods of

1987 and 1988 have started taken interest in the delivery process of shelter, right
from the free donation of finished houses to credit facilities to build. Grameen

Bank for its primary member of credit programme has come in a great way: in the?
housing sector. It extends credit'to build and also help the loanee to build their'
structures according to the design evolved by the Grameen Bank.

The construction of houses are overwhelmingly financed from non-institutional
and private finance. Only around 5.00 per cent of the ‘total stock are partially

financed fromthe formal credit institutions. !

Most of the houses in the rural areas are built using locally available materials,

- While permanent houses in urban areas use sizeable amount of imported
materials and fixtures. The design and set-up of rural houses confirm more to the
local culture and weather. Planned permanent houses in urban areas specially in
big cities follow western design and style. Informal housing are more prominent in
the slums of big cities and towns which on average provide shelter to 40.00 to
50.00 per cent of the respective city/town population.

Housing Activity —Demand and Supply

Though ““housing activity is the result of demographic forces, financial market
conditions, the population of household-formation ages, the economic situation
of households and the profitability of building" (Eckstein 1983), in reality it is
influenced by four major groups of decision makers, namely the households who
either owns or rents out or rents and supply funds to saving institutions for credit :
financing; builders who combine finance, labour and other inputs for construction
and put it in'the market for sale: financial intermediaries who provide credit,
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mortgages ‘either for direct purchase or construction; government and its
agencies or local government either to participate in the supply of houses directly
in any process of it or act as enabler; and also a host of indirect participants such
as central banks through its credit policies, commercial or specialised banks
through its lending, producers of construction materials, construction labours,
infrastructure builders and suppliers (Eckstein 1983). The list is larger in case of
developing countries where even institutions such as World Bank, UNCHS,
UNDP and locally available non-government organizations play an important role
in the housing activities.

The-demand for housing in Bangladesh is fast increasing due to the growth of
population and new household formation. Table 2 clearly shows that the rate of
change of household formation is larger than the rate of change in the population
number.

Table 2 : Population and Household Growth, 1960 - 1991

(Population in ‘000) 1960 1978 1981 199
Pop 55222 100.00 76398 - 3834% 76398 17.69% 111,455 23.86%
HH 9,602 100.00 12675 3197% 15075 1893% 19,397 28.67%

Source : BBS, Statistical Year Book of different Years, and Bangladesh : 1991
Population Census in Brief, 1993.

The overall poverty of the country and particularly the adverse economic situation
of individual hotiseholds prevents to form required number of households and
therebv much needed 'housing’. :
Table 3 shows the current household income as projected (see Table 3) by a.
consultant (GOB/ADB 1993) and Table 4 indicates the affordable shelter of
different income groups. Table 4 shows clearly that people below 15th percentile
cannot afford any shelter and between 15th and 25th can only afford with
substantial amount of subsidy specially in urban areas because of high land price.
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Table 3 : Projected Household Income Distributions 1992/93
Monthly Household Income (in Taka)

Percentile Dhaka Built-up Urban Areas Rural Areas

10th 1650.00 2,100.00 1,200.00

25th 2,600.00 2,800.00 1,700.00

50th 4,750.00 4,400.00 2,500.00

75th 9,500.00 6,800.00 3,800.00

90th 25,000.00 11,200.00 6,100.00
Source : GOB and ADB 1993 : Housing Sector Institutional

Strengthening Project, Consultant Roy Brockman,

a member of the study team made this estimate.

See Vol.1, p.5-3.
With 53.00 per cent landless in the rural areas and another 30.00 per cent
marginal and small income landowners and 38.00 per cent of rural population
living below the poverty line (in 1991), it is obvious that the large number of
population has no access to any kind of “affordable and acceptable shelter.
Nearly 30.00 per cent of the rural population have no shelter at all. They also
remain outside the coverage of the traditional banking and even not covered
sufficiently by other types of non-traditional financing and housing delivery
system now prevalent in the rural areas. The situation in the urban areas are no
different. Though the percentage of the poor living under the poverty line has

Table 4 : Urban Housing Segmentation

Types of Shelter Income Group Household Income
Percentile

House/Flat/Plot Middle/upper 85th & above
Full Sites &

Services with Low/middle 65th to 85th
Core Unit or

Basic House

Full Sites &

Services with Low Income 45th to 65th
Self-help House

Incremental Sites

& Services with Urban Poor - 15th to 45th
self-help shelter

No Provision

Afforded Very Poor 0to 15th

Source : GOB/ADB 1993 :This table is designed from the chart provided by the same
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consultant (as mentioned in Table 3) in Page 5-7. 4

come down to 44.00 per cent in the urban areas, their absolute number has
increased from 7 million in 1985/86 to over 11 million in 1993 and the number of
extreme poor has more than doubled (Islam 1993). With less than or around
Tk.3000.00 income per month per household, housing affordability can be well
imagined. These large number of households ultimately end-up in slums and
squatter settlements. :
Access to land, the important component of housing is decreasing for all income
groups because of scarcity and high price. While the average consumer price
indices rose to 1,130, the land price index of residential land in high income
locality rose to 7,021 and that of low income locality to 15,984 in Dhaka with
1969/70 as the base year (Chowdhury A | 1992). The market price of urban land
have risen about 40 to 60 times more than the rise in the prices of other goods
and services and are now completely out of line with the per capita income levels
(ESCAP 1987). Another estimate shows that the average price of land increased
by 25 times in Dhaka city between 1974 and 1989 (Seraj 1989). All these
estimates of price trends of land clearly indicate the access to land is decreasing
even by higher income groups. This situation has forced the growth of slums,
forcible occupation of government lands and large scale informal housing and
crowding in the existing stock specially in big cities. '

The rising price of building materials (general index stood at 1,449 in 1990/91
compared to 100 in 1969/70) and labour wages in building construction (more
than doubled between 1983 and 1990); further add to the cost of housing in
general and make it difficult to increase stock of housing at a desireable rate.
Financing institutions with their limited operation and undeveloped mortgage
market fail to accommodate sufficient number of households to meet their
demand for housing finance. This in turn fail to meet the growing demand for
housing (Gob/Adb 1983).

However, 'adjustments on the supply side is continuously taking place through a
series of complex changes of* over crowding (occupancy rate stood at 6.00 in
1981 from 5.7 in 1973 and over 6.00 in 1991), growth of slums and squatters
settlements, sub-letting, etc. According to the 1981 census report the average
floor space available to each household was only 288 square feet, of which 328
square feet was in the urban areas and 284 square feet in the rural areas.
However, “this statistics hides the fact that on the average in the rural areas” it is
around 60 to 70 square feet for the large number of population and 10 to 15
square feet in the urban areas ( Islam N 1993 See also Alam 1992). Average floor
space, it is decreasing continuously irrespective of income group as is evident
from the Table 5.
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Table 5 : Floor Areas (in sq. meters) by Income Groups and Time

Income Group 1974 1981 1990 Plot Size (in square meter)
HIG 460 280 185

MIG 280 185 140 150 - 360

LG 93 74 46 75

>LIG (poor) 19 95 6 45 (multi family on plot)

Source : UNDP/GOB : Bangladesh Urban and Shelter Sector Review,

Report No.BGD 92008, May 1993.
Moreover, each year large number of houses go out of stock due to the inability
of the owner to repair. Natural calamity and demolishing of slums also reduce
stock of shelter (mostly of low income) to a considerable number. 1987 and 1988
floods have been responsible for the destruction of nearly 2 million shelters
completely (UNDP 1988). These factors further aggravate the supply situation.
The desperate situation can also be imagined from the low vacancy rate (almost nil
in metro cities) and rising house rent in the cities and towns (see Table 6). The
trend in the rent index clearly shows that the rise in the rent is almost three times
during 1980 and 1990. The rise in the rent is higher in the lower income shelter
than the other two higher income groups. In Dhaka city for higher incomie group, it
rose by 2.30 times between 1980 and 1990, while such rise for the lower ing;ome
group in the same city was 3.24 (BBS 1992, Table 10.21, pp.458-459).
The annual short fall in housing is roughly estimated to be around 2 to 3 million
houses. This does not take into account the replacement necessary of existing
stock. Because of the constraints discussed above the real gap is widening.

Table 6 : Private House Rent Situation in Cities
Base Year 1969 = 100

Period Dhaka Chittagong Khulna Rajshahi Bangladesh
(average)
1980/81 426 228 197 240 275
1983/84 602 360 174 394 351
1984/85 655 402 205 419 385
1985/86 753 464 220 455 428
1986/87 887 515 239 492 486
1987/88 1067 560 294 510 555
1988/89 1095 596 342 540 643
1989/30 1155 632 398 579 691
1990/91 1239 678 426 633 744

Source : BBS 1992 :Statistical Year Book 1991, Table 10.21, p.458-459, Dhaka.
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Constraints to Shelter

The steep rise in land prices as described earlier specially in the urban areas have
made it difficult for all groups specially the middle and low income groups to buy
land and build. Government failure to supply serviced land or to increase access
to serviced land for the poor and middle income groups further aggravated the
land ‘situation. The illegal occupation of public land and the growth of slums in
large and secondary cities are the direct consequence of this failure. Government
on the other hand, has provided "site and services' at below the market price to
the upper and higher middle income groups. Because of high land price and
biased government policy, middle and low income groups are fast loosing their
access to urban land. In Dhaka city, almost the entire poor population own no land
to build. It is estimated by Professor Nazrul Islam that 80.00 per cent of the total
land in Dhaka city is in the possession of only 20.00 per cent (Islam 1992). Land
for housing in the rural areas and also in small towns or urban settlements is not
yet 2 big problem. But one should be warned that the proportion of land going to
rural housing has gone up from 7.00 per cent to 15.00 per cent, and if this trend
continues, at least 15.00 per cent of the total rural land may be taken up in
housing, thereby decreasing the supply of much needed agricultural land.
Unresolved tenurial rights specially in urban slums and common land in rural areas
is another important constraints towards permanent. Existing high land shelter
transaction and registration cost, which comes to around 22.00 per cent of the
total land cost not only enhances the land price but also discourages new
housing.

Very little arrangement exists in the formal sector for housing finance and credit
specially for the poor. Whatever exists cater the rich and upper middle income
groups. Housing finance predominantly comes from non-institutional sources. It
is estimated that nearly 95% of the housing is financed by non-institutional
sources which are personal savings, loans from friends and relations, deferred
payment for materials and own formal saving such as insurance and provident
fund (GOB/ADB 1993). This compares very poorly with other developing
countries (20.00 to 30.00%) and developed countries (60.00%)( AID 1974). It
should be mentioned here that formal credit for housing are given by the financial
institutions only to the land owners with proper title. Credit for purchase of land for
housing is not encouraged by any of the existing financial institution except
Grameen Bank which covers a limited number. This Provision disqualifies large
number specially poor for housing credit.

As mentioned earlier, general construction cost have increased several folds
- during the last three decades. The price of materials used by the poor both in the
~ rural and urban areas specially bamboo has gone up mare than many commonly
used building materials. In urban areas, a sizeable portion of building materials
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used are imported. However, in rural areas, people construct houses primarily
from local materials. With very little attempt to improve the locally available
materials and also to increase its production, there is limited hope for
improvement in this sector of housing (in near future).

Except the provision of drinking water, infra-structure development for rural
housing is more or less absent. In the urban areas, government and other
agencies such as municipalities and special authorities finding it difficult to
expand or develop their services with poor cost recovery rate and tax collection.
Once again, it needs to be mentioned that infra-structure and utility services are
again urban rich biased.

Standard of planning requirements are ‘unrealistically rigid and demanding'. It not
only discourages the adoption of affordable standards in building houses and
infrastructure but also disqualifies people from formal institutional credit specially
the urban poor. It hampers the use of locally available resources also.

Housing Estimates

Various estimates of housing need are available from different sources and it
varies widely-depending on the assumptions and forecast of population growth,
household formation, present and future income level and occupancy rate.
National Housing Policy, 1993 states that housing shortage in 1991 was at about
3.10 million units, composed of 2.15 million in rural areas, and 0.85 million units in
urban areas and forecasts that housing shortage is likely to exceed 5 million units
by the year 2000. An UNDP report states that on an average 3 million houses
needs to be built every year (UNDP 1988). This does not include the stock of
houses destroyed every year due to natural calamities. Urban Sector
Memorandum prepared by the World Bank, 1981 (World Bank 1981) states that
by the year 2000, total requirement of housing in the urban centres will be around
52.87 lakh, of which Dhaka city alone will need 11.76 lakh, whereas the average
production does not exceed 10,000 on the average in the urban area and nearly
40,000 in the rural areas (Alam 1992).

The most elaborate estimate that is available now is discussed below where the
team has taken into consideration the various aspects of future housing needs
such as population growth, income trend of households, replacement necessity,
repair, etc. Considering the Bangladesh economy and other constraints the
estimate to many may appear to be highly inflated, but realistic’ and helpful for
policy adoption.

Tables 7a, 7b and 7c show the aggregate need for national housing urban and
rural housing respectively. The total housing needs stands at 658,000 for urban
areas, 2,672,000 for rural areas which puts the national total at 3,330,000. This

estimate includes the natural need due to population growth, replacement need
and also back log. It further shows the need of different types of structure.
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Table No.7a : Aggregate Annual Housing Need for Bangladesh

Type Structure Population ~  Replacement  Backlog Total
Growth Need Need Need
Type 1. Brick & Concrete 54,000 18,000 25,000 97,000
Type 2. Cl Roof/brick ete 81,000 127,000 52,000 260,000
Type 3. ClTile/mud etc 352,000 2,358,000 263,000 2,973,000
Total 487,000 2,503,000 340,000 3,330,000

Source : GOB/ADB 1993 : Housing Sector Institutional Strengthening
Project, Government of Bangladesh and Asian Development Bank, Dhaka.

Table No.7b : Aggregate Urban Annual Housing Need

Type Structure Population Replacement Backlog Total

Growth Nee Need Need
Typel. Brick & Concrete 51,000 15,000 23,000 89,000
Type2. Cl Roof, Brick

or Wood 50,000 37,000 23,000 110,000
Type3. Structure

Cl/Tile/Wood roof

and mud wall 121,000 284,000 54,000 459,000

Total 222,000 336,000 100,000 658,000
Source: GOBJ/ADB 1993 : Housing Sector Institutional Strengthening
Project.

Table No. 7c : Aggregate Rural Annual Housing Need

Type Structure Population Replacement Backlog Total
) Growth Need Need Need
Type 1 Brick & Concrete 3,000 3,000 2,000 8,000
Type 2 Cl Sheet, etc. 31,000 90,000 29,000 150.000
Type 3 CliTile etc 231,000 2,074,000 208,000 2,514,000
Total 265,000 2,167,000 240,000 2,672,000

Source : GOB/ADB 1993 : Housing Sector Institutional Strengthening
Project, Government of bangladesh and Asian Development Bank, Dhaka.

Response to the Situation

Besides private sector, response to the critical housing situation came from
different sectors of the economy with various approaches. Government response
appeared in the scene in early fifties mainly to provide accommodation for
government servants and to rehabilitate refugees from India. It also created
several special development agencies such as DIT (now known as RAJUK), CDA,
KDA, RTDA in the metropolitan cities and Housing and Settlement Division (HSD)
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for the entire country. Since 1958, HSD established 26 housing estates and
developed 9,000 acres of land for housing (UDD 1993).

HSD has primarily served the middle and lower income groups. The special
development agencies in the metropolitan cities have without failure served the
upper and middle income groups.

In 1952, House Building Finance Corporation (HBFC) was established for
financing housing in the urban areas, the largest formal housing finance
institution. During the last 40 years HBFC has financed over 80,000 units of
dwelling units in the urban areas. I's credit by design is limited to selected urban
areas and has not reached the poor but served only the upper and middle income
groups (GOB/UNCHS 1985 and GOB/ADB 1993). The HBFC, established in
1952, has so far sanctioned loan amounting To Tk.14.580.00 million (till July
1992). The overdue amount (principal and interest) stood at Tk.9,480.00 million
till July 1992 of which Tk:6,340.00 million was realized, recovery rate being
67.00%. The loan sanctioning was suspended in May 1989 due to severe
shortage of fund caused by very poor non-recovery of previous loans. However,
it has restarted sanctioning loans, since July 1992. Recently several measures
have been taken by the Bank including waving of penalty interest and the
reduction of down payment amount (Gob/Adb 1993). It's finance has benefitted
the richer section (the top 20.00 per cent of the income groups) of the society
(World Bank 1988).

Government encouraged commercial banks to acvance credit for housing both in
the rural and urban areas with differential interestrate. Nationalised commercial
banks (NCBs) also advance loan both to the urban and rural house builders. Their
share to the total housing credit is around 40-45.00 per cent (Gob/Adb 1983).
However, like HBFC NCBs also suffer from poor recovery of credit and its future
credit programme is hampered due to the nonavailability of fund from other
subsidised sources. NCBs rural housing refinancing credit programme is
suspended. Private and non-institutional sources still dominate as the primary
source of housing finance and may continue to remain so in the fiear future.
Whatever formal institutional credit for housing is given, that too is again
distributed mostly in Dhaka which accounts nearly 75.00 per cent of the total
housing credit (BBS 1992). No formal housing credit programme exists for the
urban poor. Though the actual operation of various rural housing credit
programmes is low compared to the total need yet the poor in the rural areas are
better off than their counterpart in urban areas. Grameen Bank, Government
rehabilitation programme — Adarsha Gram (formerly styled Operation

Thikana), Reconstruction of Rural Housing Project for the Flood and Cyclone
affected areas and NGOs have play significant rofe in this respect in the rural

dreas.
’
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Private formal commercial builders responded only in the early '80s and have so
far processed or processing around 4,000 apartments or flats mostly in Dhaka
which could only be afforded by the rich and very rich people. Cooperative
Housing Societies which became a popular form of land assembly agency
confined their activities mostly in the fringe of Dhaka and to a very limited scale in
Chittagong. ;

Rural sector is served with more innovative housing responses both from
government and NGOs. Government's programme of Adarsha Gram (formerly
known as Operation Thikana) contains housing and a package of other facilities
for economic activities. Grameen Bank (GB) integrated its housing credit with
income generation programme and has advanced credit for 230,845 units till
October 1993 (Grameen Bank 1993). On the other hand NGOs built good
number of houses in the rural areas and have distributed either free or on partial
payment.

It appears from the above discussion that the response though varied still very
limited to the total needs. Even after all this effort on the part of the government,
commercial builders and NGOs, individual effort still accounts for nearly 94.00 per
cent of the total housing throughout the country.

Except in a limited projects, government interventions have gone against the
poor and lower income groups and favoured the higher and middle income
groups. The subsidised rate of interest of HBFC and less than the market price of
‘site and services' provided by development authorities not only distorted the
market but highly favoured the rich.

Besides the government Programme of building 2 million houses, it currently
plans to construct 10,000 flats for government officials and develop 28,000 plots
at Dhaka for all income groups. Two major sites and services projects with 9,000
plots for low income group, one at Mirpur, Dhaka and another at Kaibalyadham,
Chittagong are currently in progress with UNDP and World Bank assistance. SIP
in secondary towns and Adarsha Gram programme in the rural areas, Cyclone
Rehabilitation Programme in the coastal areas, Grameen Bank Housing credit and
building programme and NGOs involvement in shelter are some of the present
formal activities in the housing sector.

Except the SIP programme which roughly covers 30,000 to 35,000 families in the
slums in 30 selected towns, government has very little to offer to the poor in the
urban areas and informal housing. In the rural areas GB and NGOs have some
programmes for the poor. Because of the unresolved tenurial rights in the urban
areas, NGOs find it difficult to get involved in the housing activities for the urban

poor.
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National Housing Policy

To give expression to the Constitutional right of shelter for every citizen,
government after a prolong deliberation and waiting has adopted National
Housing Policy (NHP) in 1993. It is too early to comment on its success.
However, in the following para we delineate some of its important objectives and
features in short (Gob/Adb 1993).

These are :

government to change its role from provider to enabler and to encourage private
sector specially in the finance market;

housing will be given due priority in the national development plans treating it as a
separate sectors;

ensure housing for all strata of society and to accelerate housing production in
urban and in rural areas;

to make provision for suitably located land at affordable price, mobilize resources,
develop institutional and legal framework, design credit facilities, infrastructure
building for various target groups, especially for the low and middle income
groups;

avoid forcible relocation or displacement of slum dwellers as far as possible and
encourage in-situ upgradation, renovation and progressive housing
development with occupancy rights wherever possible;

priority to promote access to shelter for the shelterless, inadequately housed and
the disadvantaged groups such as household below poverty line in all
settlements;

landless people, households displaced due to undertaking of development
projects, widows, single women and women-headed households below poverty
line and physically handicapped people.

Besides these main objectives and strategies, the NHP further promises to
develop building materials with locally available materials and research in this area,
to change complex legal and fiscal measures to encourage housing finance
company in the private sector.

Important Findings

Private initiative in the entire shelter process such as land procurement and
development, building and financing, etc., is still predominant and public.sector
leadership either as provider or enabler is ‘poor and confusing'.

Land is the biggest constraint in urban areas to build, but whatever available, the
poor make most intensive use (both social and economic) of their land, whether
owned or rented (Islam 1993).

As the land ownership and tenurial rights in the informal or squatter housing in the
urban areas remain unresolved, it is difficult for the community or NGOs to
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undertake any kind of housing programme.

Existing arrangement of credit and finance in the public sector does not favour
the poor specially the urban poor. Only recently public sector has designed some
programme of credit and finance in housing for the rural-poor. However, NGOs
and GB have evolved : better alternatives in this regard.

Conflict between standard and affordability exists. Government is not very clear in
this respect in its policies and executions. Large number of shelter specially in the
urban slums are destroyed each year. This clearly shows the "contradictions
between its values and the values of the people, specially the target group (lysh
1987)". This is quite common in some other developing countries (IYSH 1987).
Infrastructure design does not confirm with the culture, income or affordability of
the users and there is no provision for the participation of the users either in
design or in maintenance. It results in over design and poor maintenance.
Women's right to housing credit and ownership is recognised though in a very
limited way both in the public sector (as in the case of Adarsha Gram Project) and
also by Grameen Bank and some other NGOs. '

Government perception are changing (though slowly) towards the right to Sheller
of the poor both in the urban and also in the rural areas. It is providing direct or
indirect help to the poor in the housing and encourages NGOs and other
organizations to work with the poor. '

Partnership between government and NGO, NGO and community and even
UNICEF, Government and slum landlord is appearing in housing and
infrastructure improvement in the low income housing and even in slums.
Housing credit when combined with income enhancement programme becomes
more successful than housing credit programme in isolation.

Conclusion :

Until the adoption of NPH in October 1993, government had only ‘housing
programmes and projects'. In spite of the various responses from the
government, private formal sector, cooperative societies and NGOs, the housing
situation remains desperate and needs radical measures to alleviate the situation.
Measures for proper land supply, accessible credit system, affordable
infrastructure development, availability of lasting but affordable materials should
get prime attention of the policy:r makers.

Land availability is a primary step towards housing specially the poor and middle
income groups. Instead of traditional ownership of land, the government may
have to evolve community ownership without easy or no transfer right. "Making
available a large number of small, serviced land-plots at proper locations with
adequate transport and communication linkages should be the central focus of
land policy" (Islam 1985-86). Methods used in other countries and also in this
country such as land pooling, guided land development efc., should further be
explored.



74 Bangladesh Journal of Political Economy Vol. Xiii NO. 1

Credit system needs to be designed with easy access for the poor. The. credit
system should have all kinds of morigage packages such as community and
group mortgages. -

Government, NGOs and Grameen Bank involvement in the rural housing primarily
benefit the poor. Efforts should be taken by the government itself and
encourage NGOs and GB to further extend their coverage in the rural areas.

As discussed earlier, we find very little response either from the government or
from the NGOs or from any financial institution to meet the housing requirement
of the urban poor in the informal housing where by the end of the century more
than 50.00 per cent of the total urban population will be living. This is not unusual
in a country like Bangladesh where, housing is just one of many national priorities
that compete for government attention and funds. As housing finance needs
large and long term investment, flow of funds in this sector is less attractive than
most. On the other hand, private go into less risky investment. Housing finance,
fails to reach the low income, even middle income group in the informal housing
of the urban sector (Rhudo/Asia 1990).

In any housing development programme specially for the poor, including housing
finance in Bangladesh urban areas, the role of the government is of utmost
importance. This is more true for two reasons, (a) the passivity of private sector in
this area and (b) the high cost of land which debars poor towards having access to
any type of urban land specially in large metropolitan cities.

Keeping the economic conditions of the urban poor, who are the largest
consumer of informal housing, at least for the present and several years to come,
government participation in supplying subsidised fund for financing the house
building in the informal sector cannot be ignored. Government may not rather
should not in any way directly participate in the lending process. They should
redirect the fund through co-operative savings societies, NGOs, savings
societies, etc.

Government may release fund on subsidised rate of interest to the societies for
onward lending. A proportional relation of 10 (society) : 80 (government) in the
first phase may be adopted. This proportion of subsidy may be regarded as
bridging grants to reduce the loan repayment size to keep the monthly
repayment within affordable limit. However, the proportion of grant would
increase in favour of the government with time, that means, government would
contribute lesser proportion in future. Facilitation of the programme including the
formation of the society may be undertaken by NGOs. NGOs will also help in the
members specially women to undertake economic activities which may enhance
their capacity to repayment of loan (Rhudo/Asia 1990).

Low-paid government, semi-government and recognised private companies
employees may be encouraged to form savings society towards forming a bank.
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The banks can initially raise funds from commercial banks, central bank and even
draw foreign funds. It should only do banking for its members. Here, again loans
for housing can be advanced partly on "assurance' from their employers. This
type of banks ‘can avoid the inhibition of formal banking and conservative attitude
towards low income clients'.

Land being the most crucial element in urban informal housing, government can
and should release land on subsidised price to the societies interested in
building low cost housing. Such societies should have the membership -of the
low income people who agree to save through societies and borrow fund for
building houses with group collateral. Such experiments have become
successful in several developing countries and lessons may be drawn from those
while designing such type of model for Bangladesh ( See RHUDO/Asia, Asia
Perspective 1990, the suggestions for Bangladesh are modeled from the
experience described in this volume). i
Landlords of slums who have titles in the land should not be discouraged to take
loans for house building or improvement from formal commercial banks at market
interest rate. Government insistence on higher standard of building will have to
be ignored in this case. Such loan if taken and used for improvement of slum
housing, will enhance the quality of housing situation in the informal sector to a
great extend.

Infra-structure development needs the participation of people so that technical
person refrain from high standard design. Serious attempts with provision for
research and fiscal encouragement should be provided to the advantage of the
poor and reduce also the import of foreign materials.

However, government should continuously endeavour to evolve more realistic
housing policy keeping the affordability of the core people, the poor of the
society.

Notes :

1 The lecture is revised and includes some latest data and information.
REFERENCES

Alam S M 1992 :™ The Background of Housing Problem - The Role of Public Works

Department and Housing and Settlement Directorate in Mitigating
the Problem" (in Bangla), in the booklet : Shelter for Sustainable
Development, published on the occasion of observing Habitat Day
in October- 1992, Public Works Department, Government of
Bangladesh, Dhaka.

AID 1974 : Preparing a National Housing Policy, Agency for International
Development (AID), Washington,D.C.

AiMMandS A

Hasnat 1978 : "~ An Approach to Investigation of the Urban Housing Problems of
Major Urban Centres of Bangladesh, Housing and Environmental



76

BBS 1991 :

BBS 1992 :

Bukhari, SM H 1977 :

Bukhari, SM H 1977 :
Bukhari, SM H 1978 :

Bukhari S M H 1979 :
Bukhari SM H 1991 :
BukhariS M H 1992 :
Bukhari S M H 1983 :
Chowdhury A 11992 :
Chowdhury M A 1978 :
Chowdhury R H 1981 :

Chowdhury R H 1981 :
DIT 1977 :
Eckstein Otto :

ESCAP 1987 :

Bangladesh Journal of Political Economy Vol. Xiii NO. 1

Research Cell (HERC) Publications, Faculty of Architecture and
Planning, Bangladesh University of Engineering and Technology,
Dhaka.
Report on the Household Expenditure Survey 1988/89,
Bangladesh Bureau of Statistics (BBS), Government of
Bangladesh, Dhaka.
Statistical Year Book 1991, Bangladesh Bureau of
Statistics (BBS), Government of Bangladesh, Dhaka.
“Low Income Housing Finance in Bangladesh® in Low Income
Housing Technology and Policy, eds. R P Pama, S Angel and JH
De Goede, Asian Institute of Technology, Bangkok.
**Low Income Housing Policy", Jahangimagar University Review,
Dhaka.
“Finance and Management of Public Houses in Bangladesh" in
Housing Problems in Developing Countries, eds.,
“Housing Finance and Planning - An Overview", in Housing
Finance, Planning and Construction, ed. Oktay Ural Perganon
Press, New York.
Housing Situation in Dhaka — An Empirical Socio-economic
Investigation, an unpublished M.Phil thesis, Faculty of Social and
Environmental Sciences, University of Newcastle -upon-Tyne,
U.K.
“Housing Needs in Dhaka", International Journal for Housing
Science and Its Application, Vol.2, No.16, April, USA.
“*Housing Finance and Institutions in Bangladesh— Proposals for
Reorganizations”, Jahangirnagar University Review, Vol.8, No.1.,
Dhaka.
“Urban Land Market in Bangladesh”, a seminar
paper, in Nazrul Islam and Amirul Islam Chowdhury (eds) Urban
Land Management in Bangladesh, Government of Bangladesh,
Dhaka.

Low Cost Housing in Bangladesh, Post-graduate Diploma
Dissertation, University of London.
Family, Households and Housing Meeds, Population of
Bangladesh, ESCAP Report, Country Monograph Series No.8, pp.
195-209, United Nations, New York. _
Housing Situation in Bangladesh, A Country Paper, Housing and
Building Research Institute, Dhaka.
Glimpses of DIT Activities on Housing and Development Ventures :
Unpublished Official Document, Dhaka.
The DRI Model of the US Economy, McGraw-Hill Book Company,
New York.
Population Growth and Policies in Mega-Cities : Dhaka,



Chowdhury : Housing in Bangladesh 7

Etherton,

ESCAP-United Nations, NY.

D and C A Lewin 1978 : Mirpur:Squatter Resettlement Project, Report of UNDP Mission,

GOB 1981 :
GOB 1993 :

GOB/UNDP/UNCHS
1985:

GOB/UNDP 1993 :
GOB/ADB 1993 :
Grameen Bank 1993 :

Hai Md. Jalalul 1981 :
Hasnat S A 1977 :
Hasnat S A 1980:
Hasnat S A 1981 :

Helaluzzaman
AKM 1984 :

Hossain M 1988 :

Huque K Asharaf
1981:

Dhaka.

National Housing Policy , a Policy paper, Urban Development
Directorate, Government of Bangladesh (GOB), Dhaka.

National Housing Policy, 1993 (Draft), Ministry of Works,
Government of Bangladesh (GOB), June, Dhaka.

Review of Housing Finance in Bangladesh,
prepared by A Navaratnam, Government of Bangladesh (GOB),
Dhaka.

Bangladesh Urban & Shelter Sector Review, BGD No. 92008,
Government of Bangladesh (GOB), Dhaka.

Housing Sector Institutional Strengthening Project, 3 volumes,
ADB TA No.1670-BAN, Government of Bangladesh (GOB), Dhaka.
Statement Regarding Housing Credit, No.6 :111,

Ist December, Dhaka.

Co-operative Housing— An Alternative Solution to Urban Housing :
A Case Study of Dacca City, Unpublished Master's Thesis,
Department of Urbap and Regional Planning, BUET, Dhaka.

The Resquatting Problem in Dacca City : Some Policy Proposals
for Settlement, CUS Monograph No.7, Centre for Urban Studies,
Dhaka.

Limitation of Self-help in Urban Low Income Housing, Occasional
Paper No.1, Department of Urban and Regional Planning, BUET,
Dhaka.

Sites and Services Schemes in Dhaka : A Critique, Occasional
Paper No.2, Department of Urban and Regional Planning, BUET,
Dhaka.

A Cooperative Housing Development and Ownership Project for
Lower-Middle Income Government Employees in Dhaka, Masters’
thesis, Asian Institute of Technology, Bangkok.

Credit for Alleviation of Rural Poverty — the Grameen Bank in
Bangladesh, International Food Policy Research Institute,
Washington D.C.

Limits of Self-help Housing — Case Studies of Four Shanty Towns
in Dacca, Working Report, Department of Building Function
Analysis, School of Architecture, Royal Institute of Technology,
Stockholm.



78 Bangladesh Journal of Political Economy Vol. Xiii NO. 1

Husain M K 1977 : “*Problems and Prospects of Low Income Housing in
Bangladesh" in Low Income Housing Technology and Policy, ed. R
P Pama, S Angel and J H De Goede, Asian Institute of Technology,
Bangkok.

Husain M K 1978 : “*Economics of Low Income Housing", a paper presented in the
International Seminar held at University of Petroleum and Minerals,
Saudi Arabia December.

ISRT 1974 : Urban Housing Demand Survey in Bangladesh, 1970, Study
conducted by Institute of Statistical Research and Training
(ISRT), Dhaka University, report was prepared by M Ahmed,
Dhaka.

Islam Md.Nurul 1980 : Private Housing Process in Dhaka City, Unpublished Master's
Thesis, Department of Geography, Dhaka University, Dhaka.

Islam N 1962 : High Class Residential Areas in Dhaka City, Unpublished Master's
Thesis, Department of Geography, Dhaka University, Dhaka.

Islam N 1973 : ""Location Decision for Urban Public Housing" in Business Review,
Vol.2, No.1, Pp.48-65.

Islam N 1973 : "Dhakar Lok Shankya Bereche Panchgun, Griha Sangs —

than Bereche Tingun" (Dhaka's Population Increases Five Times,
Housing Increases Three Times) in Bangla, Bichitra, Vol.2, No.3,

pp.23-25.

Islam N 1985/86 : “The Poor's Access to Residential Land in an Unfairly Structured
City, Dhaka", Oriental Geographer, Dhaka.

Islam N 1992 : . ~The Poor's Access to Urban Land For Housing', a seminar paper

published in Nazrul Islam and Amirul Islam Chowdhury (eds), Urban
Land Management in Bangladesh, Ministry of Land, Government of
Bangladesh, Dhaka.

Istam N 1993 : “Urban Housing in Bangladesh and Strategies for Housing the
Poor", a paper presented in the Seminar on Problems of Human
Settlements in Bangladesh, organised by Commonwealth Human
Ecology Council, Bangladesh, April 13, Dhaka.

Islam N 1993a : “"Rural Housing in Bangladesh : An Overview", a

paper presented in the Workshop on Reconstruction of Rural

Housing in Flood Affected Areas of Bangladesh, July 15, Dhaka.

Islam N, Amirul | ;

Chowdhury and

Khadem Ali 1980 : Study of Urban Housing and Shelter Process in Bangladesh : A
Study in Dacca, Chittagong, Khuina, Sylhet, Chandpur, Patuakhali
and Thakurgaon, a study conducted by the Centre for Urban
Studies and sponsored by Urban Development Directorate,
Government of Bangladesh, Dhaka.

Islam, Amirul | ;

Chowdhury and

Khadem Ali 1989 : Evaluation of the Grameen Bank's Rural Housing Programme,

Centre for Urban Studies, Dhaka.



Chowdhury : Housing in Bangladesh 79

Islam N, Amirul |
Chowdhury and
K Ali 1991 :

Islam Nazrul and
Nurul Islam 1981 :

Islam N and
Ruquiyah Nadira
Begum 1981 :

Islam Saiful 1983 :

I'YSH 1987 :

Khan Aminul Hag
1977 :

Khan M | 1974 :
Khan RH 1977 :
Miah Md. Abdul

Quader 1988 :

MOL 1989:

Nabi Md. Nur 1281 :

Quium A S M Abdul
1975 :

Rahman A 1989 :

Private Sector Initiatives in Urban Housing and Services in
Bangladesh, a country paper prepared for the Regional Seminar on
Private Sector Initiatives in Urban Housing and Services in Asia
and the Pacific, Bali, Indonesia, January, Dhaka.

Urban Housing Situation in Bangladesh, a paper presented at
Seminar on Non-conventional and Alternative Approaches to
Shelter the Urban Poor : Local International Experience,
Hyderabad, 16-21 January, India.

Hoijsing in Bangladesh : A Bibliographic Study, the Centre for
Urban Studies (CUS), Dhaka University, Dhaka.

Patterns and Process of Mess Housing in Dacca City, Unpublished
Master's Thesis, Department of Geography, Dhaka University,
Dhaka.

Report of the International Symposium on Housing, 28th October
to 3rd November, Ministry of Construction, Japan.

Private Sector Housing at Dacca, unpublished undergraduate
thesis, Department of Architecture, BUET, Dhaka
Industrial Workers' Housing at Dattapara, Tongi,
unpublished undergraduate thesis, Department of Architecture,
BUET, Dhaka.
Low Income Housing Delivery System in Dacca, unpublished
Master's thesis, Asian Institute of Technology, Bangkok.

Upgrading A Slum Settlement in Dhaka,

Division of Human Settlements Development, Asian Institute of
Technology, Bangkok.

Report of the Dhaka Mahanogari Bastee Niroshan, Ministry of Land
{MOL), Government of Bangladesh, Dhaka.

Study on Urban Residential House Rent and Government Rent
Policy : A case study of Dacca City, unpublished Master's thesis,
Department of Urban and Regional Planning, BUET, Dhaka.

Financing of Urban Housing in Bangladesh, unpublished Master's
thesis, Department of Urban and Regional Planning, BUET, Dhaka.
Housing For the Rural Poor — the Grameen Bank Experience,
BIDS, Dhaka.



80 ’Bang!adesh Jourmnal of Political Economy Vol. Xiii NO. 1

Rahman A 1992

(1398 Bangla Year) : “Grihayan O Unnayan—, Pariprekhit Bangladesh”, in Bangla,
(Housing and Development - Bangladesh Perspective),
Bangladesh Unnayan Samikhaya, Vol.9, Annual Number, 1398
(Bangla year), Bangladesh Institute of Development Studies,

Dhaka.

Rahman Mahbub M )

1991 : Urban Lower-Middle and Middle Income Housing? An Investigation
into Affordability and Options, unpublished Ph.D thesis, University
of Nottingham, UK.

RahmanH 1977 : “Grihayan" (Housing) in Bangla, Bichitra, Vol.5, No.35, pp 21-26,
Dhaka.

RHUDOJ/Asia 1990: Effective Housing Finance" in Asia Perspective
Vol.2, No.2, November, Regional Housing and Urban Development
Office for Asia (RHUDO/Asia). '

Salam Abdus 1979 :  The Self-help Housing Experience in Bangladesh: Mohammadpur
and Mirpur Communities, Dacca, unpublished Master's thesis,
Asian Institute of Technology, Bangkok. i

Seraj TM 1989 : “Housing Problems and Prospects in Dhaka City", a paper
presented in the International Seminar on Dhaka Past Present and
Future, November 16 to 19, Asiatic Society of Bangladesh, Dhaka.

Sharma B B 1976 : A Study of Row-Housing at Uttara, unpublished undergraduate
thesis, Department of Architecture, BUET, Dhaka.

Sharma B B 1977 : An Investigation for Appropriate Programme of Mass Housing in
Urban Dacca, unpublished undergraduate thesis, Department of
Architecture, BUET, Dhaka.

Shirin Momtaz 1979 : A Study of Housing Situation in Mymensingh - A Case Study,
unpublished Master's thesis, Department of Urban & Regional .
Planning, BUET, Dhaka.

Talukdar A Raquib

1976 : . Labour Housing : A Factual Study for the Identification of Problem
and An Approach to Formulate Guidelines for Future Development -
A Case Study of Tongi Industrial Area, unpublished Master's
thesis, Department of Urban and Regional Planning, BUET, Dhaka.

UDD 1993: Urban Development Directorate Activities 1958 - 1883, Urban
Development Directorate (UDD), Government of Bangladesh,
Dhaka.

UNCHS 1979: Urban Housing Policies and Programmes, Urban Development
Directorate, Government of Bangladesh, Policy Series Papers,
Dhaka. -

UNDP 1989 : Reconstruction of Rural Housing in Bangladesh, Report on Project
Issue No. BGD/88/055, Dhaka.

World Bank 1981 : Bangladesh Urban Sector Memorandum, Report No.3422-BD,
Dhaka.:

World Bank 1988 : Bangladesh Urban Housing Finance Review, Report No.7229-BD,
Dha.a.



=Ty o=y

T A, AITHA A HFTE gl
3wl ¢ ifedifye AR ot 8

IR (&S
y. J<FT T *

SR

T 3 fraforerea 3 SdRfs ¢ afia e Rem g gfeprs! S arere
TV AT 2N anane g e R i e s e 99 v R CF0E
e e farem | 37 Tape, e 3 aTE ok 1Y ¢ i $RAm e
afifos YTee Arm @B MAS FRATe axd fof ferem gwem A ow e |
ﬁﬁﬂ%ﬂaﬁﬁ?ﬁﬁ@ﬁfﬁmﬁﬁmﬂagﬁeﬂ?@ﬂﬂaﬁ‘maﬁwm
ToAfaaitfe Srwe WA @A TR o1 TSI Aifew T o R SRE
M | 35a¢ TR THRE S HE g 28 | “RAS! IRETATS A I €

| T wRTE el ¢ @R RN ¢ SR oFE S Sifeeee AfS ZaE |

B “ifEr (e v e wdacgTee faaafs oo ewgd | FR SIS o
TR A IAATER Froguyd SRAR XA IR T g FAS AL FF TeATTAR
e e s O SR S R Wi o (e e | |
AT FE 99T RIS (TR @ STECEIR) S AR T R @I 20 AF O3, He
TRforg SrACTIeG ST WA S5AEE | TUART IaR TR REh1 FAS avwe ofS @R AW
3¢ T TE WA AW AL LS Tk | (e BTEFS JA ~Afzney o7 foR e w2
o @%3 T FER T ST | AT CAE WEE IO FeRd FAeE He I
AT TG qGH ATREEAF FCE IR AR | I AR (AE A T SdLo-b8
FEE AT A 60 L7 (ACE ILN 3.3¢ IR CARCE | TSAMH CCAR FI16
BT TR 2T be TSI 4T & & ST WCTH | GTICGE TNIAA (A6 AW TAE
Bfrmamvm xroTen farw (UTE ST IR (TS W T AFfeT FRA
FRACTETS ST AME | e TES wrE TS TR AYfET AT WA (0T 396
A @EY ofami 3y ¢ AW 5w Sedifre TR, q1 FRGTAel AT
W%»ﬁm‘waﬁwaﬁmmuﬁﬁ&wemﬂaﬁmﬁﬁ
a@ed |
mﬂmmﬁ-mﬁﬁam@?ﬁammowfﬁﬁﬁﬁmmjmm“
& (@1 TR 479 Fa ANEN | AR CHLaE BR Toy Wi+ | FETS Wiyl
oyfs omame wd Aoy ga RER @ ¢ oS I (ATF S T @ B b

* GaerE, TWIAHE T [T



82 ' Bangladesh Journal of Political Economy Vol. Xiii NO. 1

SR, SRR IR AR WS @R RS sHfRfFfers sw fogh T a3 -
SREIe T2 FHE QAN TCEAFATS T TR |

A FR RATT IR TS

e 3 SR e anEr Sl Ren TFe «fen At oF 2 W e
@ | FR Teoi e T TR SOOI TH T (T T, ARG AR @@
o 75 TIFR TR (TR (ReT T | IR Taw FeeAfearem, <N S e Tyt gem
I 932 AR VG T IR Torared TN T S AR I FIILS T9H
e AT TTRS AR A FTews TE orwer e v f&E | 93 Frfers ™
eu@iﬂwmmﬂc\s@mﬁmﬁgﬁr@mmqu@amqm&
TR TG SRR oS! JfE TR TACR | TEAH_ &A1 R0 IR g @ =R
(53 SIESTH AR €32 ST 8o SR BTS % TewaE AW e I3 T4
TR | 93 T ANEFONR IS &43fa, R I3 IR G QI @ W AmA
TraEy oyfe it AR | O AT agfad G iRy A @] @, I
RETR €9 ¢ TR TR ITCEE A, T ¢ (SEAE ey *H TeAWA (M
1T TR | G IS oG SR B AR e 41 T Al (I W
TR ©f FY QTR | A, T, (OTRIG SN TS SN FANRE W € T B
fRTaTere XE0R | T WAe A T Jad F0F WA & S 51T SN AL
TaR T SR | Feis SR SRETS IMPIETR AR T TS A TFe IR
& A TR IS TR |

A Gaws wdE=

e fom wited I LIV JITR FBITAET G0 A4 Tpie] T I &)
SEAE | P ACS 5 SR TR T 23 SRR Y G 4 e | TEA
T TAWH 47 (PN TR TR WS (@ 43 FR oA T4 (A A
A SEF AR FTA O FHITS (@GR SR | 47 T e Rivwamwaz &=
wfAcETR Rea wrere oAl T e | FIdMoR S)RfEe o afewfie R ¥
SRRAIR e oS 7946 | FRTOR RIS A2 +{75 ILR © & fome IF A 32 Ao
W TR TN (A0% @3 3 1S Saifes 391 27 | ©ge AR i ¥R TR
FRTS #9 FIIAR TR AW I &, T (@ A S5b0-b8 FH (G AT ¥R 5FA
s¢ O f&e, TEA B oW I AT S (T GOIR | 3596-99 A F A
AR e @ @I Trem s, devs-ve A O FE™ AT IF o AT
QTS (FID B | 7 RASISIE IAET ¥ TME IS (ERAR I A AW
IR “F IR” JIFR AIEE NGO PRI {7039 IR e AR R, IR FA
ST ST AT AR TS (A0 Wo*® (MG B Mgy I F20o
AF | FIRATOR *F (AT I ¥ AR I~ TR TLF [ @ T e



2T ¢ PR7 FNEI LIPS ¥ 83

R Tormarer TeIfeE T 3 e SR A 3 Fwsive Pt WG e A arv
% | TAIRETEE, d5 ¢~ T TN Sob8-b¢ A F I AR ¢ o =
TR, 57 $59%-90 TR SR TR IR IRW oS ovw IfF TR 5
SRS T | dob8-yr¢ AET R ¥ FIRMZR R e TR TS FA O, T
AR T AR |

RAfew e R ¥4 Koz

sifetie TR wa Rifeg S m T AT o IR e @7 g Frmend sEl
ffﬁamqaf%aﬁmmﬁm-ammaﬁm 37 TR (51 A9 JOS), G
Tq A% TR T T A | Spv8-y¢ T oK <& o Are I e TR I
el (1 T | Sobe-b A @b (1 I AR | T3 3 *RReice €3 fefb e
IR W TR 3 (T ATE | ddbro-bd (ATF Svbrd-vo e 1R foife 4re frearge
A G FW A0 oA 80 TP (AT 93 B 7RG BT FLACE | G TG X I
ol T, 1 N5 TR A AT 0 (AT ¢ A FFE TIA I 1 35be-vy
e e (75 TFAAITeT T PR TRRAIZ Ifed TR o 9 T | 7Y 97 A O A
TS ATE | O TSR W TR R ok e @ ofisEm TIFR AR
SACE G2 WO ZITE IR ICE T ICEA | AHEBCE ddbro-br8 AT 7 (AT T 1FF
o= IR ¥ T I S A= '

7 HW ¢ AT AT P ¥
A I LS TG 1% FIW G2 ST TS ¢Fg W 7 | 4o ToA® (A=
AR A B9 Towdl A o 17 SN (c@fbw), T orte Seoma (Rfef)
WSFF AW do 17 93 WS (AW T oA AT Y Sl GG AMF | AV F~H
ToTS Ao T FLATE SO A 20 S IR TX TAUCE MO AR X S A
“fare FrEifee omE | @3 e T e @92 ATl 9T AR ORI
ST 24 B *ifE R Afefae |
Q%% TotTrs SR T ey SdRRRR ofeTm ¥ TERRR IR W | S 3R
s, FFAY AT TEAR, AN YIS @ TV TISE S @SR
SRR AT @ T TR SFACTR T W FE@ b wg | Ry e
ATATER G2 BHT TSR] AF AGE @G TATS ¥ FEEH Q¥e THRIHFE 7 |
TAETTES, dobd IO dvb-a FE S FNESE IR AT SFF L 3.0 T (AT
8.4 ©I7 1@ T TS feBiFT el (TR | AFNT T TIEF 432 TGS T
AT GIFATZ TG TS Sobs AT b (I TTFl O dobry A FAS &R b
I B 29 &I FETR | ARIOTe G2 AR T B 3y @IS 9rNE |
s e, TR 0 TR OF IIER CFCE (GIFS SeT) ¥ <A @
3 W7 T2 8 Bl (S S T TIAN FTAC TS b0’ WIF | B s



84 Bangladesh Journal of Political Economy Vol. Xiii NO. 1

90-rod TR (TR TTFT 1T T)) AT ¢ (F6 G (AT dvb8-b¢ AT
T 21T bt (D B A (] T | 99! AN 472 2w I 0 Sabd-do A
27 v &I SR 9 Wi |

TP Mo LA

G ANEE SFR AMST IR IRl T3 IR | FAA egfad T
aTIEErs TIA-IMNGE € fFazrn viiEw S qArgrR 3 @R G i ShiEm
AR @ G SR | TR eREE @ A famfae gfdie @ vafed
FTHA AT TEEE T S Fare 2@ 992 TIEA 5 qihd Wi4is eiwd ©
QAT GFB] STIACAT e SRHIS F739 | Feaie 4ifedif=a B7 = Ty qm ¥
fars ao1a e Sdieme Al SRR 95951 ¢ Swe FidE S Tafemem
T/ | R ST enfeviae wtm 93 i e wrE e AveTerd B @ g
FaER adAfEa AfePm oFAc AR FAE | oG WG TANGE AewrEd Tw
ZbiTe ef e ANAR TiT TTIe TETH* 1A AT @32 7F1 TT (AT 244 (A3
faraifee s | JFes SRR WI3fE AT A9 AR TR SSb-o ATA ST e
of e =a1 = 1 ofadm, 58, = ¢ afes ord), &9 afee e fafeg @R
ERFEA IR AR T S AfesifeE % A w1, o 9 e IR Al e
e BfE AR | @ TIGIe TS I =, R ¥4 o, Mifee e
qaEme o Trael SRegm gy a3z oril-fared fafeq A wigml € @EEed
2Pz (GAfEe) T ardid Ay TFARER FEEe ¢ SR aser e
M | BT O FANG A0F TGTA € AT ANLFE TAEHZ 49 FAFaanEs Afamie A
T ¥ FEaanEd i oo A s 0 |

afepe 2R ¥ FfEER AR AR

S R =Igle $fN A SR G TR TR (F) T IV 3 (X)) TR
I, @k () A ¢ R[fvwm IE 71 9% SreTEE FEpT AHe TR W IS
TA AR OO I IR WM T3 1 #(A T I | O I @R T
ol agfe 9aE g5R wfend @ 9 iR awee @ e, ©E AEn A TEe,
i g S feBfes ¥R MTa FaRETE T4 AT T | Ae AT TeAme
afr fRfeq soemre e=ifes 7=Ea Fmd T TR S #0eR SaE
Ffmgera i s 7 eEs O @ WEE, SiTE @FE AW @3 |

AR IR T SR T T NeAR TR T ey sdEfent afeem 6
QLATZH IAZR FOFEE] ([Ar<e T e wars fa | 2 gz Awn WA cww
AT el ATATATY FACS T A A V192 o 5ren1 e Afwme T or ovw
AR T A | WAS CFLE AR S AT I 777 TPl QAR FiG 4o 97
FACS T 1| FTA TWS AETE 43 W (FW Tfeurs AfFEEFe | A | @ FF OFE



TS FR FNET ¢ AP v 85

@O A9 Fffene SfE Ao Faz@ @ TR @ 7, FEG FRCS QETATS 7o
=S A 1

fagtre: efedifae Ff arem fad Sramaen o’ 9fe conme A9 Sl FAER A
R T 3% ARl 939 afe i ¥q aife g 3% e | AT S v EE
ATTER & T Fael S Toranem I 9w we-aaw 2ife Seotm <arse g €
SEE F9  « frmal sifwre wmpm Seofaa =1 zeum o=t 7 Tr6 | [feg Frwm 95z
FRITASTE Wl (T (A FAFT LYW FoW B9 TA% 9%7 4498 TG AMGE €
sfafes e w4 ¢ afes oA a2 S 49 comars- afesifae arem FAger® s
ST el &4 FHE| YAR AT | TEA FQANE O AT 1R Azl
fagaq oz Tf0 ¢ w9 a@daEeE T9e | BN A EUE TS WAL G & T A3
307 TG Fared afeviaa we s afee 23

TolTes SRTies AR THYA (&% ¢ AFETAG ¢ Rl FeHA @Y geEioEE
AETTNR MU FAFR S5Ab-bo (ATFE dvbd-brd T TFR TILF R I TR
o AfSfaa o rREen AfoEw @73 | @ @ AW @, ddbd-b FATED @
0 T e} (AR B 4] T SR (9T 933 JTAF AB) AR T L
3.3 I A9 (ACHH, THE BIAICAR (AAT6 AT THA) AT *SIA 4.2 T | FTH 5l A
(TR 9% &fe yo FFi w7 TAE v 97 afe b8 B | FifR ¥R Teim AT
A9 ¢ frganaEa @Y Ao (UrF I I @ © (AF S O ST 5 Faa 93
AT FIFT F AN (AF N BATT T | Sdbo-brd AMA A FR A
eas IR e 03 o7 (AfRrE T 5 (3.6 9ICAA AH) 972 W fawad
I AL AT 9% Tio IR TMA (559%-99 FTA f2# T ¢ TN) | WA W A
IS BEITHE 2CO2 TS (FHTS 0% | GFA TLAER AT AT 4F5] W S
e e Fraa seE S W ) T E@qummwomwﬁn
E2l|

sedes Ffa TeAmm ofEw wraah) agfod Tom MSafe 260 o7F FWET T TeAwA
qﬁmcﬁ{ mw«@z‘:?ﬁwmﬁrﬂmqwﬁw ﬁmﬁr@mﬁm
SIEATR A A Al T FE TGS Tgw Al NGA T4 T4 A | Wb A@eE wHe
F T FE TS TR AIZE A @IS TR FIHE AT AT AT | FNE3 O3
ﬁmﬁﬁéﬁﬁswhqqumwmmﬁm-
W“¢ﬁwqmﬁ_?ﬂﬁﬁ'ﬁ &) 99Ty 9219 49 anwﬁ FGZR wTg 492
W?qﬁ@ﬁﬁﬁ&ﬁ%qumwm%mmw:@mwm
TRGA 97 (TR e T | 47 TH FE AT TAQELR A T S HAzE. e
TR TR ¢ IT FTIFE CFLE (@ @A TR ¢ AifevifE S arem fasrage wnem
ST Ffewe PR Teow IEw AeR @be 97 TT TR |




86 Bangladesh Joumal of Political Economy Vol. Xiii NO. 1

e FR TR TR S Ty e 2 41 g3l TS FWTS ¥l AN
=71 | AfevFE ¥d S~ @wRE gewfes it it 5otz | S5bo-bd ATE
AT TR oA 85 Ol WA TATZ T dddo-dd A (VT QAR Mo T
V8 STe | TRIYTA S A W VEFT G ¥ wwid ey e omrw) a2er
T Sabb-bra A IR ¥ AR TR TS T o 8 Ot | I FA (TR A
T PR SATeN QYW FTAC AELATSE Sl A T AN T € THA TE
I TR FATFIR (TR | GT TS FANRS] P (R WejarIrow A Z o
Ao ST SRS A T@E (G AW FY € WA FIFME T TG FAER ¥
BTy TR | AN G SATEE SEEITS TR SFl (@ vy SWESEl AfeurEa
519 %7 FATS A A NATS TS T T T, WS 7AW 9 AfSHW (AE wgN ¥
fora e et ST SR | 93 FCA AR T SR RS T | A T, FAGAS ¥
FIRAZ 7 T 422 AfeEfE wibae AR TG W 96 AL WX IS
TR € TOTGEN TPTR FI[ FAC TAYE I Q3¢ FTTTTS ¥l “Af0ATd
CTE SEAE R =W

EFRT

SICATD) 9ATF ST TS, AqTe: THA AW AfSyiive wred gl
HYRTOTE SCATA] I TR | S A0S ANl AT 93 S+ ASHLA g
T TEFSI 3 T |

AT IR T Rwafbre 32w T W FReTYel S AR AL
pe TR (N TR | AT TR RRE vl Rye wrew Tre A
FEON FAEE W AT oS 79 @ OPIE A0 TS T 1 A0 2 8
<ol S4T FSTATTOR T T WO S WA *17] 7 TF, tonare, (e, TH
T S-S APO TR SPLTITAFSI F0H AR | @R IIF LS ST Y
vod AfFEs e T TR Read IEER Tord (R (R TACE | BT A% T WA
TR0 T TS A TOR ~AREET AT TS T 3R T AN PR
T T efepie IR WU JIY IME T | TEER T e Reem Ffw A
FHIG a2 FACO TA |

Siferg TIET TR @RI 1S e oia e GIETEa Sraery Hees
e = Zremy s Tgme e I @Eefd F6@ REe FRws
@RS AfReT F91 TR | IO A Soft Pl (FIEH! AT FRAS AT |
e Ras IR SdRfed SIEe @A) TiE I afeprnas A 3 e
TR e A7 | g Trew wdAfere eFged Ae-IM, IS ACH-TFAA
TR @R IR oSl TR R e w3 v el s
eFgad G (@ AR TS TR FARS TS ddbd FT (A6 HACSR



T ¢ T FNFI © ASHae 39 _ 87

TSI 5 T9 (ATE dodd FE SN L B (A TR | NR @RIA JIFALZR
AR AMS (A6 ATACS S5b-8-b¢ AT MEIA 35 Tl (AT Sdbo-5d ACA
=oF by ST I MR | FGE @EER JRFAR, AW FACFG 08
ARG AT, S550-5d N (T TR ST &1 b8 T el iz G-y,
P «ze ffid Ae | TR IR, 907 € W TS AFIFR IER @G F R S TG
- .64 B | TR NI AN @32 T FWAR IBRG I AT AR
AL G2 FIFRN 1T S TR IR T AW =t 73771 2 T2
AR 1 @ Ty e FdRa @32 armremm e Ao I IR ¢ AfwE
FAFIET HE-SR1 @7 (F2 &F I WL |

T

31 AE IS, e Aferane, Riey Fe |

R FAETA JA SR FoAGEH, InfoAler 2R w1 e, &g s

O | AT I AN HAfaaw g2 SwEfos A TFIN (FH (S5v8) | JAFEDEE
mmmrmfﬂ 3545-b8 |

8 | lIEOF IETT TIIR, ALTAR ARS ARTFATE, ﬂﬁs@maﬁ‘m
~fEEga! TFIEE |

@1 SIISTTSR T AR 32 [ 1T (dpbr0) , SN GRFEIAE (o
fafSe, o2 ssbo, SFTI 2 €9 |

Y| WEFR G (dsbe) 3 “TARBTHEE @t T FE [CreAAED ¢ G soEfee
51 7 Qe @ W e seE o9 afEeTeRE 3eeee, Sfred b,
HET-D |

Q| TR I (358)) ¢ SAFEBR 2 qEmA=, FeHeILiD 2= &g o

b | WEEE IR AR G99 WIS cqm{mw},ﬁiﬁﬁﬁwcvrﬁﬂm%‘iﬂ
FA T (2 Fg T, gEa |

D1 A @ AF(Sepd) ¢ “ABTSEREA—IW TOREA W1 i @ik ¢1E 39
FEA" Fj1eE AT, ST 3¢ ¢ Sy |

30 | FFR FZAE Q3L AT (3090) 3 (HEh IATBLE= IjTE AfFEmRE (Fed
HIAR A AT, WLAES TN ¢ AfFrwa Frw, qAeEv IR eRmEm
TTIAALZ |

33 | FRTA TIAF (3559) 2 “AETEERIT (ST IS TFENGAL IR GRIH 24
FAC, AT TABHTE I JIF WIASCAD IS WS "I a-q:?ﬁ!
T WS G TorEine o9, 3¢3 EFR dene |

5 1 e T (o5%)) 3 A e i [l



88

Rre ST og ¢ IER AL

TR TIR™

(arEre SdRfe W ATrER TLFTHAR T | sfafe «mEe 9T 0 ¢ [oE sl gqUe
mmaﬁﬁmmmmamm1mmwuﬁﬁww
O R -smyﬁaﬁ%m?mawﬁr‘ﬁ@mlmwﬁfﬁ Ae
Brerarers T 2TATER Beoe @ e 71 St 4 1) -'
geftafes srgr aferfie amifree :
ST ol e e | R afexife T30e S @ e IRAfes T
T orE TR R, OF FIETR S SEAR T G 71 | TR BE-AEE @
o R AT T R WA AGTEIS | WeEire A R 4 4w
T 7AeE Sdaes A A AR AIAN T, Ao 2 Tge e AR T
s 7 T W | SdereE e 2fozm fNrs frn e EEer SdAte M
Syefor T 4RTTE FRATHTE fofze Fren, fog Gl FRAfTee (2 03 (NE
(o (R SAEM (W3 | (YR TIEE, Db a, 8 B) |

N e AEmea WiE arEd adAfee e TN, Az Az ¢ =it 30 ~Fers
wm[emwamwﬁﬁﬁmmﬂﬁmﬁiﬁmm|m GERC|
e s, g FES | 59 ¢ G T e fdie 2 ok S weTs (e
o W FreTd AHTS TW-979 AT TR WyfE SfAfeT A olew T I €
ﬁms@azqﬁmmﬁnﬁﬁ*rmqaaﬁﬂwﬁw|&ga@ﬁwmemﬁsﬁ
fadac foca gl @ emﬁgﬁ%ﬁﬂﬁ!ﬁ?ﬁme{ﬂﬁﬂﬁﬁml?@ﬁ%ﬁﬁ
Seom & (oTeE SRR AT TI-SIEE (W e forA w1 | AF fofew Sxema
mﬂvﬁﬁmuﬁmamﬁfﬁ?wﬁa@wﬁﬂmwmﬁﬁmc
s7g faomd ZM o) €1 TERE el adfAE R 2fs Aegam sdAIfeRwER
FTECAE FF T GNEE | A eSS AANE G FoT fAeTEE WO LTATEAY
fefarAa WETRE @A | 5ISH 41 H(51a WW (U e IRl TR e JEE o g

[ -

sfe ogra ne FHA AR T HgE AR 2TRTENE (T A I ZE Fa A4
i coie 2T AN | O TH] & (SNAE SeE AHE W &« TraR TH @ FEE
SR STEd FIE E| 7 | FeA TErE SR e fF A widl F faa & wirsl
& TE % gehe o €Y 29 | A A 2T sy fSa 73 TS (@RIAHL €7

(L. d5rA. B L) |

& 3¢ T ETT 57T [REITRT WéAe RETEG ST



T2 ¢ PR TN ¢ AP 29 89

IO AT IS TEAE 270K

e 7927 A © QAN FHTETT WNCA 43¢ *RISINA @ JLo ISHA IR TS|
e WSS o 1 AT (=1 o | FRR fem A ¢ A G wLAfes = |
R fZm SedAmrR 3G | ATfER @R ST W IR (A0S | ARATSR,
TGS, AFes, ARG ¢ TR GRAA (FH & 2RS0T | PR *RIGTER TG
=51, @R ¢ TR e 3oz onem a1 | Wy e Wd @R HEE WA
TS (37 I TW N | R AER ¢ IR T fom | e SR o v o
T SR AR SRS TS [ IR GETE onw frgr ey e 71 [ [,
TARR © TAGIFE TMH-G, BOR ARAE (FF IR G, - @F R 3R i
231 ol T RReT =12 A vy R srewes AR wdRfer Bed (i e,
S5U5 58 2¢-83; IO, 35k %8 3¢-5bR) | AT 8 AN IF AR AR (S
A AR @ NI AL IS | LRF T R o «ifeef1y T2 f g | Aem
IRMZ | @ @ I TGN 9 IW, VRAA TGAFS N G, N G AEF €
ARIFTR IR (X TIIAETTE SRS sz Ry o iz v sy #9e |
1, STaE WA A TeAMS #TAj7 NBI2 AYZ 41 ZCO |

TR SRR (S5b-9, %5 d33-339) TS 56 *1E 439 IR 43 AN~fos JTg=
e IS T @TS AE | 1 T A TARCR IS TS A Tow TS
TEFFTN 43R WA FIATE] | TATANANT IPAS TR IERI (TN
(Marketability) 3Cl TR TR AfAfos T G1R ~fmme Iy T3 |
TG SRFRCE TS TR (7) T4 TOET AT A I IFNER TS GR
e e 23 | AmaR, S @G3R IR TR Geioal e s
FIRTOTEE ¥ (A | IS T FES ISHAA TS THNT W | WFHGEIE €
WA IR (@, AR ALAS AT FIR CF qRAfeT TN “ffeam Fof a7
=65 sael %0 & F—wire 5% I@ WG 71 | AfRewm e SRR SfAfeT sEnEE
FfeoTE @TeBL ez Afe TR FAR IR | TR 5izw I o fefes
SERifen M 74 W, CUEE gE afafes e dfmm sdbife @
(eIETe AR Sd-IrEE IS I I | T ALAeT WG I W[ € IR
FIMT IS AT (LA AT WA 91 AT 7 | IgS: ISTAAE_ GZFA.
(Oikos) ST TR 3263 SAGER T G107 e Term 4 S
FARAE O e zafes | St fire @@ 292 Tare | TR 790 47 (40F T
e R (AT QTN T, @ @R T TS T LTS AHGE AL
937 e I TS | T ARG ARSI € @aﬁﬁammw"w
—msﬁ&m|m§@meaﬂmwﬁrmﬂwmﬁm-[ww
T& Irema R S a9z 3 e T ) S 9 99 A Teemag T s



90 ° Bangladesh Journal of Political Economy Vol. Xiii NO. 1

FOT T 7 | WS SreTey [Rred IRE eI ~ARifEe uvrE @R I3 e
SfFBHTER (Y5713 Ob8-033) (IXE ALAeF ATHRAS ToR ACAFASS 22T R
7y 3 | fog FofR a1 T2 (581 IR TS AT WLLfos AT Lo Leife
27H3 4TS ZA (T | 7 AR Abe2 AT es U FRY | (X009 &7 (TR9
TSR e Tl A, GRS Vg fAdEeE aefbe ARt seesem 2 S o
-2 (Afee difeae ¢ WAt afe smpatas e Berery SmEmaR Ee ke
B (oTafEE | v 2/ AN GfRBhE AR

~frefgea TORS: W, 9 TKEE GRS WO| e AR MFNIRAA TR G0 T
TFE, TEE: (76 O € AR A9TRE (S5 (T AN (7R (7 (46, 93 do) |
aETE e TEE | T RN T 9 AR T W 99 9 -9
<FER M 7 AT w1 e e OIN (ST SIS DI 41| 0] |
%5 7 arer e St | ol T Fares, SRR %R I Rfvwwm &=, TR
AT T 7 (QFEDA, 73 20) | TR BN Rogw TR ¢ TR wffow 7FH
- e Wl o TTgR (IR BN fRrA | | (I A (I SR ACE AF BAE JTS
T FTE ATT | AT WS S A (AR (P PR il et =1 1 affgea
7% (@9E T GIIEE e ot e e ferw | e i e, e
qefre fadfre T storw difes e} 2R oo p'aem 3= fefmms
TS FEE | TITRS TE (AF TOTE AR NS (G al GRS we
(ATF TN ATAEAR WS (SR AN WAF IW-9G% IoFre) ARELAE SR
TR | a3 s FofR tafcaer SPfEfe (TS itk | B e Brel S
TR T (AreFOIRINel (reTs (Atee «faEhE T sfvel AR Eeef FEre
coafErEe | fofR IrETRAE SR S STAEAT AN 7S 27 241 I@, G 7
FATE TE TF AR AL FAE &) 99 Fg FITR I AAS XAl TN e
frEare® TS ANE TS| ¢ FIAAA ATEA SHATAR TIZAW, G TF7. (IR,
Ao, @92 9 A AR | 2SR JEE Yo AP € ST farw el w9 2, g
w57 SfeTE T €& & TA oRY IR AT JUTAIR T SR & AIE €917 AeTCanzd
T | (afABH, %8 OB) |

FEBR ey @A (Y393 880-9¢¢) QTN ALY WS T IR AW e
Tg *FEE FTEE TS AUTIES G WqFed YA TR | AT TEe
WA @, 3 I A [@FS Ad TAINES SN WO FAF | TROIAE oA
€57e o7 A 3w R—dbie ol aTe TAfRrER | AEETE ER e ST

ergd TrAY HleH AR | WA AF (1 $TH SRR T FERE TS| G FAre
- <



IZ § PRI FNE 6 Fferiac ¥4 ‘ 91

4 TR W e @ e | 2f T seree. AT (4TS 2l e
WP TS PR TS (F0T (1T FRCBA] 2778 7 | AR ST (el SR TP AR
IE RIS @ ST @3 | S TS Ae TN A (R, Raiben $fE ymmer
ST ~IRAIRE ARG W faifve wea arie | SRR oa e @3
TG S 20 TS TG @ TS W2 Sl SoEd FAUS A | .
TG TOEH e AR IR There, o Wiy T Tl © ez
BIIER F SSrATe Oid SIS I 71 (7 FANT TR (=6 (20 TS *RI MG
Soferen, orIel AEARe TRbas e W Awe wfyefs e gurs e | €3 79
TR IR Sifw AR FACe A T T | A P RIS W
BifRwl o TaCe | AT S Pres o e @ ewged | <% afebet
TRl TR Afvead, ANIes SSR-SBAEE A3 AYE IS AR, TEErEE
FOR-2ifooifs Fexma, SfRAEE (o7 ¢ Ta) fFaaed Wity oA F9e | =Eeas
sifebm Sfiee 3o s arem e e e =1 | s aferre) e dfess
PR W 2SR T WA FASACS TH-A5, I € ¥ WAAR x0o! aAfsfmre | @3
TR G YR 2 TATR THEA T AT | O (B DA IFIALE TS
@S ;
SR S T, T S O MR 16 SerE Sfees Wi e e S
FRISR WY (FeT AAETE | 3 T SeerEl (@ S vel 1 e = wew wE
WA T FAR SR 8 (@FRRA (G BAA 9FZ, % ¢8-¢, d538) |

SEAET RTONE GO (I AT NS A6 FAR &ATHT T AR |
mem_@ﬁwﬂ-ﬁmm@wﬁﬁmﬁmﬁmmm
R, AR T AIE A ARG WW €@ D . e e s e e
@ WA T ISR TR FACE AN - 479 E 2 T JRE TR FgE
afewe fdfre 2 (TR, %8 0. d5bq) |

ST (v 33, Sifed E) Nergr T TR oty S frwaie o fogee R
forare | ©19 Woo, NYEE! [Rree w93 cfefEre (3Rnm SeommeE FEE The i ¢
Srojeal fafaue M fTam) ¢ AEs sFERAME AEETEe SETS MR Jo
BT o 90 2@ | TR JEE WA fafen TeAmeRE T AR € A S
sy s 21 31 ‘2leers 35 T TgE ffse FaE ot 78 T | qren tafeFe
QTErS 2T 9 TAE TSI aFE TAF ¢ ToTEa 2raeraa oefeR 7 e
farawy fawg | :

AN & TP wrelfea WeFifEa A STEE €o WEAFATS TS TR AT
(ATE AT SLRfers Tearea & TGS I TAl (T FAS IR | 4% 7
@, e w4« Rl eor ArgmmeE wree weE A o7 | Safes - @




g2 Bangladesh Journal of Political Economy Vol. Xiii NO. 1

CARTRR FIIBR GF01 LT AR (581 IR | TS AR 7 4T o7
BT A | (AIFTHE (S50, 8 L8-38) WA FAW, @2 IF(E ITRIN FLfore
e w{Aifen Tl @I TAme I I e N W IR T2 (Ae o W AW
FIER FIF AST@ | @A TIFF €A I O TR ISR wEDfS e
 2fSfoe TR | (AR 7§ 4R RETa 9ER 3 A, (3) FNED 8 ARReR
fefers fdifes T Rt 932 () = Fe=firs e e Tor T9gs R | <3
7R e [ 39ER wg Fenes e @32, 5y Rena @ @ afes
FAG-TEGE SRTSH T | 7457 ¢ AR=frwel ofes e Rrand ¢ Sraemne 512
fATs =3 71 | 9% @R e SN 9fer ¢ S ofte! e ciftre s
@9 S FILATICNR ARTSS 413 | @ ARfEere @ @R AfveE TR Fer= @
e AE-Teiige i AEmer e adNifon Tieg 7S e & SPE el
IA @ | ROE I TAR S9N AR 4GS (FF FE IS TR
SIS o =W | T AR @ (=R IRTS AT IER) @3 efear
TSN R2S | AT ARG WA AR IJTFR FARAN FAOR ASATS 97T ¢
el fofes vftweat Tamm ot 7@ 2t

M SRAoT g IwT 2%

e Ifagfes Renfrel sifverd sam o Sdafos vrge Twe =@ 7 1 Sfeamm o
AT TE @ I AR ST AR NI IR GTAT TN AN LA
(AFT TATST SR TeAAfE | g (W AT AT AN 2 | o e
F9rs oI TMaReTe: AR T T, AT S AT RO AR | B SR
S 1T FI QT SR ool | I T TR WY 7 (@O0
ER T TR Z0O, S ARG AfFTR A @ OIige T WS FA! !,
1 s T AL 2w foret |1 | T i @751 gl € G I 4w |
TR AT IS AR Tor 31 eeal® | sl aiafos A o Refa et
AT wal € qER T GIFN AAES wifge Foww e T EkEs | vieEE
AR ety TuiRe O« <% T g IR wdena 5o Rt
ACATE - 4T GF51 G i AdNfoRmma @I’ afewfre Tars | T @3 @y
4R afe sEfer faprt stares | o gats et e R =1 93 Seomm
AIF (AE T TAMN [IZA TEAA NGTH AfIE 5771 | AoAR ANIGE wdAifeq
CFLE TEQIE SUGA IS ET FAWE T (IR TS RNSS T € @7
TRl TR kT 4 |

B0 TS IRITed B8T, AN ¢ AR TR (A AR NRSRI 7
sEfFed FEs | Fig AEIm e AfiERT Frgagd A T3z s Remas
Beotfreel =R Bom =5 AR A2 Ik | @ TEwE Q9w o e, @<f wifew



ﬂwsyﬁamemﬁéﬁaw 93

e e @ 7 e B el aie Sgren $eRR @ ¢ i féa
FA— A% IS @R T AR JLRTS] WA A | Tge AES @R wfes
o1 «oTm 7 (7R G T () Bgea Botmm IR R e T e 3 sAfet
fdifre = (<) Sgres wor 3% & e fRdifTe = () Tg0e S JIeR A0 AH
@ T vRmR ffeg o9 2 erm faafore =z

TR AT SR T o aeAtes wdafen sifgerr Wiy foer [Rfeger s, w@
ITTER REw e 4R T e W GF61 AR GATse TF FF AW | &7
- At ARAfoF FIZE T ¢ FYER AT O IR | THE ER
PR ABITENS TR ANSTR T AR ALAITOLF TOIR G AR Ol IR B
TEFTIF T AT | IFos IR SRS Rramrd ot @G THRA &S |
TR W TR, 3B ALNore THE B 7@ AW ATASC | AT
TR EEIEEs Are, SErS &9 @ 51 WY e F9r, Iwhuam FEEa e
fragerarn Afes TG Tyg AR Afier RIS Fnl Ao SERifSRmal
LTI ¥ ITACRA | OIT T " SHAL T PIA AT Frew Ao e, ©
AT IS T o6 (e Sermies offiwer B 7 © Frew Ruawd | qom HY
_ Al Tyrer AR e T I fees | (a3l aferaifrenae R
ST TeAMTAR (e TR TG T~ q ol FeATeS SIS 1 A9
THRY IR | TR, TeTT ~F8 ¢ ™ S (MATS FFa T @A, TFE TAWCTE
ATz Tge W, g AwETR REeE kT = | HfeRm e fEuE T «F
e o Rrsmd Fare 7% 27 | T58 7{fErs Seomm afiwsrs @2 gfEe I 09
2ifern 7o TSR S @ e Fre wHAfae F0a T8 TR R I &1k
@R afea FopE FE—aR ReRaR of-Ressm =6 | T9f ¢ TeE =
TTER TS AfeTare o e SdRifors 58 TR, I € TER WwE S
= | IR R T 3 T TR T IR IRER FEieems WS |
MU TS Fo N TR &) IJIFS e IS TAMIN FroITE o7 €
Frofe Q@ 2 el ¢ TgE ww Rdfe =@

TEH FIOIS e (RANBTE T =TS I3 TAMR o I 'AREFH R SO’
e @ Afew Faem | 37 [FdRer ov s Sereer 2 S s
Ty furg). Teomn oafe ¢ Amifes ora e Tg[ | Teima Tomie @@ 71
BoNTEa T Ao T TR GAL 93 FEFCTE] AN T AREAS © T | T
AT AT, TR TeoETSl, TR ¢ T owfe, TATEE TH G2 I
TR T [ AfeTy TBFRE T @3 ReasaR eom wdRifeRmm s ferem |
TI-FO STGI TS G3TT TAMEI T TR @A WS oo sifaqen w7
w31 o e = 71 | Seom I9ER R I @ FIERe TR SR
T Afszfreene e 21 | afcafrene IfEfes 7= @1 e W Fom



94 Bangladesh Journal of Political Economy Vol. Xiii NO. 1

LIS EFR HAfe e RUEeR Sneer S SFs #1e |

AFRIATTIF SRS AR ALACT T R o0 & qrma oS F
LTS FTARANAR TR LTS o Reeergeens R wawe 7757 | IfE ¢
O T TS For IdRfeRmTT qiReR www 23feEy T | e W e e
FRTOR 75 2@l | qur MR UfE' Fen a3 gew 7w B gfewry Rt
714 ¢ FCEIRR OIEAE Sifere 27 | @2 IS Tes e ot 91 vew wwee 1 R @
o SfSTRTOR (WA I GISTE (T W@ OFF (TETS ¢ IFPTS F Ve =S 77,
et e CINgE T TR FRTETee 906 | e Fg ¢ Whed AN
FLRAE TH ¢ A8 R @ I IFE T YeIR© W | FEA ] AegS
Rfeq e Ricgens aeifts 3@ 1 @3 2Pief® @ e 797 @, drorF I &
ORI T IRIFAE REq ¢ AL w1 | IJfes T ¢ oIz AIMER T2 =1
AT 2] ¢ AfSfEa R #0371 Joai, 7w AfFTR goR @ WENyEe, euf
eTw ofFaR Tom e wparE gerse oy (U oges | @M orgd e aFom
T TR W, O PR IS ¢ oW offt g we e =
o adRfers v Koo wra Serares Seome ¢ e Ay, g cfffire #14%T @
Ry o= o T4t R F@ T | THET QTR T SecAR = A o I ooes
A G FANTE G2 TS T ANCE e A &) AN FERALE =9 SA6S I
1 1 e Afew Regsd e =5 331 I I ors ToreaAd 7% TR 992 T,
FITATS (7 79 GUIANIAR QY | TEH o T99 0Fg A TR0, I A
feTeiy Sy TEa Ty ARIES TENIE U 0 |

Rz ow Beriva T93 TS AT, PIes e[ A R vo wwfafEs 1w
=3 | Tevimmte Im e R o9 3= 331 9 71, REwes +fem Seomm w=iR
e =8 | Ao Sesimm I ¢ AT Koo e 2@ 33 7dws 59 929 3@ T
AFIRITTR T R Feeiee! gore i itz | @ 739 +fRfEfers Semmaa
TR OF T ([, ORI JaR 7{ FEEe @3 e IeE ek e g sew
FRCR I W W1 CR (AF T T, IACER TP TS TAMH 8 I99 JIZE
AT AR |

afsrfromEe ffermt ITFR T e 7 I W @R Jfew Jfewd
TORS I (MR | GO FANEE ToR e s 5w (Hiirg | IS o 71d=
g TR SIRES T qR PIos W= T, IE 7971 4FR 2O JNEee T e
220 FACR | GTS AER FEFD A2 FarFe 27 93 T 71 SQana 51
TG | TR G A ATFre LfSoms Zren IeR 7 | “{feaml Toma I3
S effsTans Rurarr afsemw R @z @2 o5 ITF ¢ IfE Fher Wy
4T FATEGIE FTE T57 FLACE |



T 2 PR FNEI S AfFTAE ¥ 95

Ty M affe e T

afsrfremae fferm affife z-=fre  spmpd Afema AafE | 377 ¢ IBe
SIRFTYES ©1g A4S ST %% 7 Ol F1aW O e a9 0 | OId TR
MZs FF 2SR I IR T IR G

SRETIRER e o) @ A oifEnt ¢ 7R a9 e 23 1 ikl ¢ TR_R
TR TMRESR WS TSI IS RAFIA F=CHA 741 TES 2W | 92 OGS AL
59 T R | o7 IR FourE AT SAMER e (e @3 f[feg evmem
Wy 1 77 7 T | @3 G TemetE T, enefie swtes S, Ry
ez T TR B9, BLATR T FAZE TS 2 FoSTIA AFETS
TERA € E T F9 | 4TS SFFETS TSI @ o TP AT TAMAIIA (S
T T TEE THIE IZI2 A | AT (SIS AVE S AfeTFhee! ¢
TR T PR TS i e 0 | eoifEE o SfRew ofs el frw e
TR W ATeFA Afe STpEd a0 U Afmam I I ofite | 9% °F
IS Prrare @A oS | SefEe Yoy IEER Tge | @R I AWEEE
o afea Frarss Ffifms T fasge @ | wfofie sifRAl ¢ TR ¥
AT o ARRET T 9. O SIS IR T T SRS € R Fdfee
W | SR SBLGA &) FOGLAT Fio1 1S 77 FACS W | R LT 9 7 A
orEd 3 e TR R =

a3 org ARRETre wee Afie wd R T W | WAtES I ARESEE wE
afsgonma Tz MuTx siee ao@ sawasre ke @ = @ AfEEaeE e
FBTe ARRE | @R BIGE AIFR G ALAFS o “Rreai~e s e
W AE &G WARAN | I IRl HiER W5 7T IR I A& FEE 2mw
TF TS A 403 T T | XS AR A E ST TR T ¢F e Frare w4
ITE= o eifTe 21 71 | 9WE IEW ¢ &YfE CIBT JUIR FTH L9 FGTA o3
TS TR S ACE N | T AT ¢ (eq T4 G0 (o= e T |

WAATS] OTG RS @ A%H HI AWMES (A @ AW T30, ISTN ¢ SfTTS
ATR) LA | T TSR TR SHaeire 2feoray s Ror areraey
&1 GTo1R oy | _

[ tETE]

Qe SRS A S NN ASISs  AEEAR NSls WiolE A | 4TS
STETsE A ¢ Afeeae oife o=z e T @rs = | Teonfve fea e
T fafeama areree I rete Aferme Teare e wdifen Sed e ¢
g | op A, ofAera AfE @RTE T iR SNt 6 Teoma wE @R
aiiomals gwged | Afee Tarlh Teomwe ARz S = 1 et e ¢ v



96 Bangladesh Journal of Political Economy Vol. Xiii NO. 1

O A @aﬁwmewWﬂmmeWﬁGW|
wammamﬁmmfmmm%mmn@qﬁmﬁﬁ#ﬁ@mﬁw
mmmemmmﬁﬁm%mlm@mﬂqmm
Wﬁ%&%%%@%ﬂ%wmmm@ﬁmem

TR a3 e frey wifemie Brre SR |

The production and circulation of commodities are phenomena that occur to a
greater or less extent in- modes of production most diverse. If we are acqguainted
with nothing but the abstract categories of ci rculation which are common to all
modes of production, we cannot possibly know anything of the specific points of
difference of these modes nor pronounce any judgement on them (Marx 1967,
Vol. 1. P. 114).
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. Key Privatization Issues—An International
| Perspective and Bangladesh Experience
: Owaise Sadaat’

Commercial activity on the part of the ruler is harmful to his subjects and ruinous to the tax
revenue—crowds out competitors; dictates prices for materials and products which could
lead to the financial ruin of many business.

Ibn Khaldun (14th century)!

" First of all, | would like to thank the Bangladesh Economic Association for inviting
me to speak at their tenth Biennial Conference. While selecting the topic for my
paper | kept in mind two broad criteria: one, to choose a subject which is
generally come to be accepted as the Development Issue of the 1990s; and
secondly to choose a topic which could prevent the audience from falling asleep,
of course theatter remains to be tested. In my view, during the last two years if
there was a single issue which has gripped the attention of economists and
policy makers of all stripes and colors, it has been the issue of privatization. |
therefore choose to present before you a paper entitled the “Key Privatization
Issues --An International Perspective and Bangladesh’s Experience’. Let me say
at the very outset, however, that this paper is not about the intense doctrinal
disputes between free marketers and the believers in the “governed market”.
Such high intellectual debate is better left to be sorted out by the erstwhile
Finance Minister from Chile and the eminent Professor of Economics. My paper
simply assumes that the benefits of privatization is almost a self evident truth
and, therefore, it does not ask the question why privatize, but how to do it.
Therefore, with this general reference point my paper is organized in three main
1 arts. The first provides a recount of the main factors propeliing privatization
efforts across the globe. The second and main segment of the paper deals with
what | regard as the key common elements of most successful privatization
programs. And finally, based on the available evidence to date, the paper
attempts to draw some broad lessons for consideration by policy makers and
practioners who grapple with the task of privatization on a daily basis. While in
each of the foregoing areas the paper draws on international experience one
must admit at the outset that each country’s privatization experience is unigue
and it really has to be a homegrown process. In short, there are no one hundred
per cent replicable models, no clones, no off the shelf blueprints of the
privatization process. On the other hand, one must also emphasize that since
* World Bank Resident Mission in Bangladesh. )

1 N. Dawood (ed.) The Mugaddimah: An Introduction to History, Princeton University Press,
Princeton, 1981.
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1970s a wealth of international experience has been accumulated across the
globe in the area of on-going privatization and to ignore the lessons of other
countries would be an unwarranted act of self denial. To quote a privatization
specialist “Nowhere is the global inter-dependence greater, and the need for
conceptional breadth more compelling, than in the policy area of economic
reform-especially in privatization.”2
I. THE FORCES PROPELLING PRIVATIZATION

Given the deafening clamor for privatization in both developing and developed
countries one is bound to examine the underlying reasons behind this
international phenomena. The privatization movement, if one may call it that, has
been spawned by at least four global developments: first, most Latin American
countries were compelled to embrace privatization as a strategy to ride out of the
vicious circle of high inflation and unsustainable levels of foreign debt—more
specifically their economies needed to be freed from the recurring
unprecedented public enterprise losses and associated public sector deficits. A
second important factor influencing widespread adoption of privatization policies
was what some now terms as the fourth industrial revolution. The virtual
explosion of information based technologies in the 1980s—primarily involving
non-smokestack industries such as telecommunications, computers, fiber ]
optics—which have a direct impact on economic productivity and efficiency have
regrettably by passed the developing countries, owing largely to their inward
orientation; developing countries want to leapfrog the technology on the back of
privatizing its utilities, particularly, telecommunications and power. Thirdly, the
privatization agenda received a material boost, in fact it assumed ideological
overtones, owing to Margaret Thatcher’s free market policies to revive the
flagging British industrial performance through a vigorous and large scale
program of privatization. No one can deny that the intellectual discussion and
debate that surrounded Britain’s privatization initiatives engendered an abiding
worldwide interest in this particular subject. And, finally, the end of the cold war
gave an entirely new impetus to the privatization process as a cornerstone of
economic reform policies in the newly emerging democracies, of Eastern Europe
and the former members states of the Soviet Union.

The Privatization Record To-date

To-date the -overall record of privatizations is almost mind boggling: close to
8,500 medium and large scale enterprises have been privatized worldwide from
Mexico to Russia, Argentina to-New Zealand, and Malaysia to Indonesia. Of
course, currently the entire former Eastern European countries are caught in the
process of transforming their “command economies” into a market based one,
through a rigorous privatization program. Overall, about 30 per cent of big and
medium scale privatizations have occurred in developing countries. Bangladesh
has not been immune to the winds of change. Infact, Bangladesh along with

2 Wilson, Ernest, J : "Policy Analysis, Social Science and Public Policy— Lessons for
Privatization” (Center Privatization, Washington D.C. March, 1990.) S
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" Chile has been a pioneer country in that it embarked on a program of
privatization in the mid-1970s. But it was not until the Industrial Policy of 1992
that Bangladesh actually turned the corner in its economic philosophy from a
highly interventionist one to greater reliance on market forces. This Policy
accelerated the trend to private enterprise development, and gave privatization a
new impetus, so that more than 200 industrial enterprises were divested during
the 1976-81 period. More importantly, in 1977, ten of the eighteen industrial
sectors reserved for the State were opened to the private sector, and one more

sub-sector, namely textiles was openedin1980. . . . .
In the case of Bangladesh’s earlier experiment with privatization it is important to

highlight one important point which has often been overlooked in most ex-post
evaluations of the impact and effectiveness of privatization. Strictly speaking
Bangladesh did not privatize its_enterprises but in practice pursued a policy of
de-nationalization. The earlier privatizations, for instance, virtually ignored the
' standard steps involved in any serious privatization process. In the privatizing
textile enterprises, decisions were deferred on vital aspects such as the valuation
of assets and liabilities, negotiations on debt relief, write offs and labor issues.
Since expediency was the upper most objective of the earlier Bangladesh
divestiture program the government managed to sell textile and jute mills and
some other large enterprises at a low transition cost. And although by skipping
and simplifying essential steps like-buyer search, company audit, share pricing
and marketing aspects the enterprises were divested with speed—efficiency was
sacrificed.
One particular policy aspect worth mentioning was that of transferring the mills to
its former owners. While this option reduced the time it took to search for buyers,
. reform enterprises, the pitfalls of a policy of re-privatization were not factored-in.
. Experience elsewhere has confirmed that former owners are not necessarily
. qualified investors; and some may buy back the ‘enterprise because of the
favourable payment terms, which required only a small down payment to obtain
possession and control of their enterprise and which gave the owner the
opportunity to make a quick buck by simply stripping off the assets and virtually
abandoning the enterprise. Besides, divestiture of State Owned Enterprises
~ (SOEs) did not mark a complete break from government dependance. In this
regard the case of the jute mills is particularly instructive. The government kept
its stranglehold (until 1992) on the jute industry despite the transfer of ownership
- since both product and input prices were controlled, an export subsidy operated,
~ credit limits approved, and wages and labor hiring was determined largely by the
- government. Furthermore, the mills were forced {0 remain open regardless of
their financial performance, and legal action was threatened against owners who
closed their mills. The almost similar case of bank privatizations can be gauged
" from the attached Box 1. Under these conditions, it is pertinent to ask if all this
~ really tantamounts to privatization? Since the answer is clearly no, all criticisms

= R R S N I L S —
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levelled at the results of the so called “privatization” in Bangladesh should really
be directed at the denationalization strategy that has occurred to date.

Over the last two years the government has iniiated a series of policy but results
have been disappointing to date. And while the current progress is good given
the macro-economic stability ongoing de-regulation, setting up of a Privatization
Board, and the governments, general reaffirmation to private sector led economic
growth the challenge of privatization is still substantial. Even now Bangladesh
has some 225 non-financial public enterprises (grouped under 38 corporations)
and four big state commercial banks, an instirance corporation, two agricultural
banks and three DFls are still in operation. The energy and power sector is still
dominated by the Power Development Board, Oil, Gas and Mineral Corporation
and the Petroleum Corporation. The fact that the estimated investment
requirements of the gas and telecommunications sector alone is a staggering
USS$2 billion over the next seven years, begs the question whether the
government can muster these resources, let alone the Corporations have the
capacity to implement a greatly expanded investment program.

Il. KEY ELEMENTS OF PRIVATIZATION PROGRAM

While countries like Bangladesh are poised to undertake a rigorous privatization
program, it is important to identify some important elements which should be kept
in mind in actually fine tuning and implementing such Programs. | have chosen
what is regarded as the five most important areas: (i) the need to develop a clear
- rationale for privatization—in simple words, what we really want to achieve
should be stated clearly; (i) the importance of ensuring a conducive business
environment? (iii) the need to manage the process transparently; (iv) the vital
importance of creating a strong institutional capacity to implement the program;
and (v) providing clear political commitment.

Develop a Clear Privatization Rationale

Different countries have used different intellectual arguments for embarking on
privatization programs. The justification has ranged from trying to reduce the
state’s economic role, increasing efficiency, creating greater social welfare and
even promoting foreign investment. From the heavy “intellectual baggage”
accompanying privatization one can pick up at least three common pieces: (i)
privatization is warranted by the crushing losses incurred by the SOEs: (i) it is an
essential element of a broader structural reform agenda aimed at promoting
private sector lead economic growth; and (ii) that privatization promotes general
economic welfare at the expense of special vested interest groups.

However, the most universally offered rationale for privatization has been the
need to cut back the recurring losses of the SOEs, and its negative effects on a
country's general economic performance. The fact is that with a few exceptional
SOE performers, the world over is replete with examples of a badly performing
public sector. The import is felt invariably at a national scale — for instance.
between 1989 and 1991 SOE losses as a percentage of GDP reached 9 per cent
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in Argentina, 8 percent in Yugoslavia, and more than 5 per cent, on avegage, in
some Sub-Saharan African countries. In the 1980s about half of Tanzania’s more
than 350 SOEs ran losses, and in at least one year the losses were so large as
to put the entire sector in deficit. In short, in most developing countries SOEs
have not only put an unsustainable burden on the budget and the banking
system, they have absorbed scare public resources and are a direct cost to the
tax payers.

While the losses of Bangladesh SOE'’s represent relatively small proportion of
GDP, they exert a substantial negative impact on the country’s economic
development, particularly, its policy of self-reliance. For instance, in 1992 alone
the losses of the SOE were estimated to represent 54% of the country’s annual
project aid disbursements, and 78% of the local resource content of the Annual
Development Program. The foregoing are only the direct losses of the SOFE's, if
account is taken of the foregone income from power system losses and loss of
tax revenues, the amounts could be manifold, at least a few Jamuna bridges can
be developed without foreign assistance.

Ensure a Competitive Business Environment

International experience has shown that privatization is likely to yield enduring
financial and economic benefits only in countries which ensure a conducive
macroeconomic policy framework, and a relatively well-developed institutional
and regulatory capacity. For this reason the World Bank Group has often
supported privatization as one element of a broader government program of
macroeconomic (trade, price and exchange rate) and public sector reforms. Such
reforms help attract private investors and make the process feasible; they also
ensure that privatization will expand competition and productive efficiency rather
than simply transfer rents from SOEs to new private owners.

The case of earlier privatéations in' Bangladesh Chile is instructive of the
negative aspects of undertaking privatization without first ensuring
macroeconomic stability, and sectoral adjustments. Chile was one of first
countries to engage in massive SOE divestiture program in 1974, and during the
initial round about 550 enterprises were privatized. However, when Chile later
adopted broader reform policies aimed at stabilization, deregulation, and trade
. liberalization many of the private enterprises and their holding companies (mostly
“the private banks) became insolvent and the government had to perforce
reassume ownership of the enterprises. The government learnt some costly
lessons and the Second Round Chilean of privatizations which were undertaken
in a competitive framework succeeded in not only in re-privatizations the earlier
enterprises but undertaking privatization of large traditional SOEs, providing
public services. Bangladesh's earlier experience is not unsimilar to that of Chile
in that the cost of expedient divestiture during the General Ershad period has
been the closed-out and sick industry syndrome of today.
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It is also vital that privatization efforts be undertaken in the context of a well-
functioning legal framework. Experience shows that legal issues permeate the
privatization process, occurring frequently at two levels: the systemic level (laws,
regulations, and institutions) and the transaction level. Legal experts are needed
during the implementation stage to .draft agreements and to advise buyers and
sellers on the negotiations. Successful privatization particularly of noncompetitive
SOEs (like telecommunications) particularly require a sound regulatory
framework that separates out potentially competitive activities, sets out the tariff
regime, establishes universal service goals, and development cost minimization
targets. Such a framework clarifies the rules of the game, creates a stable and
predictable operating environment for private investors, and helps overcome
equity concerns and political opposition by ensuring transparency. In Chile and
Argentina the privatization of power companies and the case of the Malaysian
port facilities divestiture were preceded by the development of a sound

regulatory framework. :

Manage the Process Transparently

One of the principal, indeed critical lessons, of privatization experience around
the global is that every privatization transaction must be absolutely transparent.
A lack of transparency wilt not only lead to a political backlash, it could result in
poorly structured and very costly sales. For instance, in Mexico, where sector
ministries conducted initial sales without clear guidelines for bidding and
evaluation, the ensuing public outcry over apparently poor deals led to the
creation of a central supervising institution for privatization, with clear guidelines
and procedures. And in Pakistan too the lack of due diligence and attentien to
transparency has lead to slow execution and to some court cases involving -
contested sales.

The question then is how can transparency be ensured? Some ingredients of
ensuring transparency have been: defining a clear and simple selection criteria
for evaluating bids; well defined competitive bidding procedures; disclosure of
purchase price and buyer; clear institutional responsibilities; and above all,
adequate monitoring and supervision of the program. As a general rule of the
thumb the larger and more visible the transaction, the less competitive the
market for the enterprise’s goods or services, and the greater the importance of
transparency. To avoid delays, many countries have established special
commissions outside the regular privatization machinery to handle the sale of
large firms that operate as monopolies (as in the sale of telephone companies in
Jamaica, Mexico, and Venezpela). Foreign advisers have also been hired as a
way of keeping the process both transparent and speedy.

Create a Strong Institutional Capacity

While there is no standard institutional model for the efficient |mplementa1|on of
prwatlzatlon programs, successful privatization programs have relied on a
managerial setup that ensures implementation speed, transparency, and
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consistency. Ad hoc and quickly improvised arrangements can derail the whole
process; in the case of Togo, for instance, speedy decision making was
- hampered by lack of clarity about the roles and responsibilities of the various
ministries. Similarly in Turkey the lack of procedures for public accountability and
* the weak design of the institutional setup led to serious delays in the early part of
the program.

Experience has particularly shown that the dual objectives of efficient
privatization, namely transparency and speed are best achieved by centralizing
policy responsibilities for privatization in a strong focal point. Overall, a clear
mandate, sufficient autonomy, minimal bureaucracy with high quality staff and
ready access to top decision makers, are a sina qua non for successful
privatization program. In the second and principal phase of privatization in
Mexico, for example, a unit of seven people in the Ministry of Finance, reporting
directly to an interministerial commission of key ministers and freed from public
sector rules and regulations, divested hundreds of enterprises over a few years.
In the Philippines the Asset Privatization Trust, headed by a qualified private
sector businessman and staffed by a small group of experienced private sector
individuals paid at private sector rates, disposed of more than 150 nonperforming
assets in two years. By contrast, in Ghana and Jamaica the process became
lengthy and bureaucratic, the supervisory agency lacked clout and authority over
sector ministries, and recruitment of key staff was delayed because of
noncompetitive salaries.

Another critical aspect of the institutional arrangements is employing the right
skills to accomplish the often complex task of privatization. It is absolutely critical
to vest responsibility for privatization in a skilled group with an interest in the
successful implementation of a well defined and targeted program. Typically, line
ministries have little incentive to reduce their power base by eliminating their
SOEs—quite the contrary. Moreover, government capacity to handle the
privatization process is invariably scarce and, therefore, time and money have to
be spent obtaining the right technical, financial, and legal skills. While small
privatizations can and should be handled locally to the extent possible (as in
Mexico), but skills may be need to be imported in low-income countries (where
“institutional weakness has been a major contribution to privatization delays) and
for large transactions.

Last but not least, major institutional issue in privatization is the severely
underbudgeted privatization institutions in most developing countries. Mistakenly,
many-governments assume that the revenues from privatization would more than
offset the costs. However, the start-up costs of privatization are often onerous
and governments find themselves initially absorbing liabilities so that net cash
proceeds from sales, with few exceptions, have been disappointing. All one can
say with certainty is that money invested in hiring outside expertise is money well
spent particularly when compared to the enormous potential savings from
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successful divestiture of loss making SOE’s. In Bangladesh, for instance, one
should ask if spending US$ 2 or 3 million is too much when compared to the US$
500 million annual loss of SOE's?

In Bangladesh, that past institutional arrangements for privatization have fallen
short of expectations. The earlier privatizations were managed largely through
the efforts of the MOI's Disinvestment Board. However, in 1991 GOB created an
inter-ministerial committee on privatization (ICOP) with responsibility for
developing a privatization policy as well as overseeing its implementation.
Regrettably, ICOP was neither given a strong mandate to plan and carry out
privatization programs, nor the required human and financial resources.
Moreover, its point of reference namely ECNEC, the highest decision making
body in the privatization process has a crowded agenda in which privatization did
not feature high. Above all, the institutional roles and responsibilities of various
entities in the ICOP privatization structure were not clear. In some cases ECNEC
approved a sale but required that the sale documents be reviewed by it prior to
finalization. As a result, proposals moved between various entities. with little
tangible results. In such a multi-layered structure, it took about 4 months
between the line ministry’s tender offers and ECNEC's first decision for sale. The
decisions to privatize SOE's—including selection and valuation of enterprises,
preparation of tender documents, negotiations with buyers and execution of
sales—were left entirely to the line ministries who sometimes viewed privatization
as a curtailment of their power, and did not have the expertise to plan and
implement privatization programs. There were no clear selection criteria- for
enterprises to be privatization programs. There were no clear selection criteria
for enterprises to be privatized. For example, the worst ten mills were offered for
privatization by the Textile Ministry and at least 21 out of the 40 units selected by
the Ministry of Industry have a negative net worth. The sum of it all was that
ICOP could not deliver the goods—out of 40 SOE's earmarked for privatization
only 4 could even reached their final stage of processing by 1992.

While taking into account the shortcomings of the ICOP arrangement GOB
created a Privatization Board (PB) in March, 1993 to play a positive role towards
implementing privatization. Although the formation of the PB with its own budget
is a step in the right direction, its reporting relationship in Government, its
responsibilities and its authority need to be well defined to provide a clear
mandate to accelerate implementation of the Government is privatization
agenda. Moreover, it is critical that the Board should: (a) have an adequate and
efficient organizational structure with independent budget and authority to recruit
professional staff outside the civil service; (b) include private sector
representation on its Board; (c) focus only on the possibilities of successful
privatization and not get involved in downsizing or liquidation of enterprises; and
(d) have a clear reporting relationship with the Government.
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Provide a Firm Political Commitment

This paper has left the discussion on the political aspects of privatization to the
end not because of its least importance but because most policy makers in
developing countries would be naturally inclined to put this subjects as their
lowest priority. Yet if one were to be asked as to what is the key ingredient of
successful-privatization the world around. it is a clear and strong political
commitment to this concept. There is a direct correlation between of successful
privatization and a political leadership that makes privatization a corner stone of
its economic reform programs. For instance, top level political commitment of the
kind shown by Thatcher in the U.K, Douglas in New Zealand, Menem in
Argentina, Salinas in Mexico, Sharif in Pakistan, Klaus in Czechoslovakia has
been vital to the success of their privatization programs. Alternatively, wherever
the political process has been fragmented as in the case of Poland, or over
cautious as in the case of Sri Lanka, the process has bogged down. In
Bangladesh the political commitment has been unclear at best, and confusing at
worst. In the past the concern for social equity has been used as an alibi for
slowing down the process. It is no wonder then the despite a public commitment
to privatize a significant share of 40 enterprises identified in October 1991 sale of
only six units was completed by mid 1992.

Governments often shy away from bold privatization programs for fear of an
adverse political fallout. The experience in Argentina has been quite the
opposite—the government has been rewarded by the voters as the Peronist
Party gained considerable seats in mid-term elections late last year, and opinion
polls show that 70% of the public back the reforms. They also show that Mr.
Cavallo. the Finance Minister is Argentina’s most popular politician—a rarity in a
country where economic ministers are usually detested. In both Chile and in
Pakistan the outgoing administrations were able to create such a groundswell of
popular support for their privatization programs that subseguent governments
had no choice but to adopt those very policies. All this is not to deny that
pr atization is an intensely political process; indeed a backlash could be
expected if the process is mishandled. It is, therefore, important to recount some
ways in which other countries have succeeded in lowering political resistance to
privatization. The four most common measures included: first, some
governments have chosen to clearly articulate its Privatization Policy in a public
document, often backing it up with the necessary legislative/ administrative
changes. In January, 1985 the government of Malaysia embarked on a series of
steps to catalyze its flagging privatization program. As a first step it issued
claborate “Guidelines on Privatization”. Similarly. the Ministry of Finance in
Pakistan published the government's Privatization Policy. A note of warning—
while managing the information process is critical to public response and
expectations about a privatization program, premature announcements of
timetables or expected values for a sale could rebound to create unrealistic
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expectations leading the public to or the press to deem a program a failure, when
in fact it may be or the right track.

Secondly, as discussed earlier invariably special care is taken to ensure that the
process is transparent: and thirdly, through neat social engineering the
ownership of the divested enterprises is broadened, a kind of ‘democratization of
share ownership, as in the case of the British gas and Telecom privatizations.
and the recent sale of ENTEL (the telephone company) in Argentina. The
transition economies of Eastern have been quite innovative in introeducing the
distribution of vouchers to the population which are convertible into shares in
firms being privatized. Last but not least, it is equally important to cater for the
social impact of the privatizations; continuing attention should be given for
instance to the costs and implications of worker retraining programs, severance
pay schemes, and social safety net provisions.

ill. THE LESSONS OF EXPERIENCE

Privatization is an intensely political process so that without a clear political
mandate and leadership from the top it is extremely difficult for a privatization
program to proceed. Therefore keeping the principal stakeholders and public at
large well informed about the privatization process and making the divestiture
program transparent is key to a successful conclusion of any privatization.
Transparency is a key element in determining the success of any privatization
program. The need for impartiality to be seen to be applied will become even
more important as a country moves towards democracy. Widespread publicity
campaigns help ensure transparency and political acceptance of the process
They also ensure that the maximum number of potential investors are aware of
the opportunities.

A strong institutional capacity should be created with a central focal point. direct
access to the highest political level, and a strong technical expertise. Besides
the implementing agency should take the necessary time and effort to ensure
that the privatization process is well thought through. planned and executed

assiduously. _ | ! ; :
Privatization should not be viewed an alternative for dealing with unsustainable

public enterprise. Given the losses of SOEs in the public sector, the GOB will
need to step up to downsizing and liquidation to free up resources for efficient
productive areas of activity

Given the highly complex nature of privatization there is frequently a need to
make full use of specialist consultants. There is a growing body of experience in
privatization worldwide. Where the expertise is available in-country it should be
used, but governments should not hesitate to use expertise from other countries
which have successfully implemented privatization programs. International
donors are normally willing to help finance such assistance.

Privatization is not a single event or even a series of events. It is a continupus
process that requires constant monitoring and review at each stage for
identifying weaknesses and correcting them as the process proceeds
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Box 1. Privatize and Perish—Experience with Bank Privatization

The privatization of three Nationalized Commercial Banks in early 1980s
offers some interesting lessons in the pitfalls of implementing a policy of
hasty privatization. While the privatization of one bank (Rupali) was stalled
after partial sale, the government divested the other two banks Pubali and
Uttara. The decision to divest these banks was related to the fact that their
previous owners were Bangladeshi and there would be no complicated legal
entanglements. The process of divestiture was, therefore, to negotiate only
with previous owners. However, 10 make it politically palatable, a portion of
the shares were reserved for the employees, and a small part for
government, which gives it 2 voice on the banks Board. Ironically, the banks |-
largest debtor (the government) sits on its Board. The sale price of Pubali
(Taka 16 crores) and Uttara (Taka 20 crores) was fixed by government on
evaluation of “net worth”. Anxious not to miss the political window of
opportunity, the government skipped the essential task of properly evaluating |
the asset values and restructuring the finances where necessary. Even the
asset valuation was reportedly unavailable to the prospective buyers.

Almost a decade after privatization the competitive position and operational
efficiency of the two banks has hardly changed, no major management
changes have occurred, redundant staff has not been shed off, and the
banks are suffering huge operating losses. Inspite of the fact that both banks
did not provide for classified loans, their combined loss in 1991 alone
amounted to about Taka 243 million. A large part of the ongoing problems of
the privatized banks can be traced to the history of mismanagement during
the period of public sector management. The substantial advances —
transferred during privatization as assets — have now turned out to be non-
performing; overmanning continues under threat of militant unionism, and
unprofitable branches cannot be closed as they seive government's social
programs. While one bank is owned almost Taka 240 crore by government
owned corporations (mainly the textile mills) and on account of the recent
government agricultural loan forgiveness scheme, the other carries almost
Taka 200 crore on account of the directed jute credits. Above all. the
government has taken an unevenhanded approach between publically
owned and private banks in meeting its debt obligations. In one case
whereas it compensated all the NCBs for its guaranteed debt for a closed out
government consumer corporation it refused to pay the privatized bank,
which had to ultimately seek a decree from the High Court. Another important
aspect which has seriously undermined commercialization of these banks is
the continuing lack of autonomy on staffing issues. The privatization terms
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not only bound the purchasers to abide by the service and employment rules
agreed to be vendor (government) 1982, the banks were required to follow

strictly the frequent pay rises and annual bonuses awarded to the public
enterprises. In short, the basic ingredients of successful privatization — a
healthy cash flow and managerial autonomy — were missing thereby
eliminating the possibility of “real commercialization”.

With hindsight, three major lessons can be learned from the early experience
with bank privatizations in Bangladesh. First, while change in ownership is a
necessary condition, it is not a sufficient condition for successful privatization.
There is a need to carefully develop a privatization strategy which includes a
thorough ex-ante analysis of the financial and managerial aspects of the
‘| enterprises targeted for privatization. Second, the failure to reap clear
economic efficiency gains results in deepening public skeptism about the
privatization process, and provides government an alibi to resist further
divestiture programs. Third, the choice of sale strategy — public offering,
wide ownership against a closed deal — is also an important determinant of
the ultimate success of the enterprise. In the case of the two banks the mere
transfer of shares to the existing directors did not increase their stake nor did
it precipitate major changes aimed at efficiency. On the other hand, the
doubts surrounding the value of assets and the task of fixing responsibility for
past debts has preoccupied the attention of the new owners, to the detriment
of introducing real efficiency-oriented changes.
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Privatisation and Orientation towards
Free Market Economy in Bangladesh:

Some Issues’
S. M. Ather”

Introduction

In 1971, the Government of the People's Republic of Bangladesh nationalised
almost all the large and medium scale industrial units along with banks and other
financial institutions, to forestall the possibility of concentration of economic
power. About 86% of total assets of the industrial sector was brought under the
public ownership and management. The objectives of nationalisation were stated
to be as follows :

“1.  To lay the foundation of socialism in the industrial sector of the economy.

2. To achieve efficient and professional management.

3. To establish new institutions and to develop a socialist consciousness

among the management and workers.

4.  To bring about necessary growth and expansion in the industrial sector.”
The ultimate aim and objective was the, “attainment of a just and egalitarian
society free from exploitation of “man by man” and ernancipation of the toiling
masses, the peasants and workers and backward section of the people.”

What Caused Nationalisation a Failure and Initiated the Policy of
Privatisation

Side by side with nationalisation, the ideological frame of socialistic economy, its
motivational forces, product pricing methods, performance measuring methods
and criteria were required to be understood and accepted the persons engaged
in the nationalised enterprises, since they were undergoing a new phase of
" economic system. It was the responsibility of the Government to ensure that the
nationalised enterprises were managed efficiently and effectively. It was
essential to develop adequate and appropriate criteria for measuring the
performance of nationalised sectors. But no serious and effective step was
apparently taken in this direction. Lack of criteria for measuring performance as
well as absence of clear cut demarcation of the activities, responsibilities and
authorities at different levels of nationalised enterprises, made accountability
difficult.

Further, the party in power, primarily, created the scope for chaos and
mismanagement in the nationalised enterprises by placing inefficient and selfish
party supporters in administrative posts as well as by retaining the former
Bangalee owners in their management.

Abridged.
** Professor, Department of Management, University of Chittagong.
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There is a concern over the inefficiency and ineffectiveness of the nationalised
industries. There is also a demand for the disinvestment of the nationalised
industries on the plea that losses incurred by a nationalised industry is a kind of
cancer.

In course of time, this state of affairs, created an environment favourable for the
adoption of disinvestment policy wherefrom the process of privatisation started
and simultaneously the state commitment for the attainment of a just and
egalitarian society free from exploitation of ‘man by man'’ is shaken.

What Queries Were to be Resolved Before Pursuing a Policy of
Privatisation ]

Questions arise, was there anything more desirable then establishing an
exploitation free society? Were the objectives of nationalisation less sublime?
Were there any sincere attempt and serious study to improve performance of
public enterprises? Is privatisation and free market economy the panacea for all
so called ovils of public enterprises? If private capitalism is seriously developed
will there be concentration of economic power into the hands of a few
microscopic minority along with its associated social and economic corruptions
and injustice?

Everyone knows that the replies to all these are either negative or unfavourable.

Privatisation is not Unique to Economic Growth and Development

There are testimonies in the economic history, that some nations attained rapid
growth and developments by developing state-enterprises under socialistic frame
of economy, some by private or mixed capitalism. Economic system is not
unigue or absolute for the growth and development of a nation.

So mere changing of the economic system such as a shift from nationalisation to
privatisation and orientation towards the free market economy may not be
sufficient to improve the lot of the toiling masses and common people of
Bangladesh. The country is now on the verge of ruin. In this situation a massive
and rapid privatisation programme should be given some serious thoughts.

Disinvestment of Public Enterprises and Some Observations

The privatisation policy emerged as one of the main pillars of industrial policies of
Bangladesh in the 1970s and 1980s. A source of MOI (Ministry of Industries)
reported that upto July 1990, 496 units were sold/ disinvested for Tk. 177.52
crore. Out of thi,s the government received Tk. 126.37 crore from the parties.
The buyers of 85 units did not pay the purchase price and became permanent
defaulters. For the reason of non-payment of installment and for other reasons
government took back 12 units from the private buyers. Further, in the process of
privatisation government had already shown a bad debt amounting to Tk. 37.07
crore.

An inherent assumption of privatisation of the public enterprises was that the
performance of these enterprises under private ownership would be improved.



128 Bangladesh Journal of Political Economy Vol XIlI No. 1

But the real picture was quite reverse which defeated the very purpose of
privatisation. Thus the policy of privatjsing the nationalised enterprises has no
empirical basis rather it seems more a political than an economic decision.

Problems of Massive Privatisation
The Industrial Policy (1991) announces a massive privatisation programme of the
existing public enterprises. The industries retained for public sector investment
have been : : ;

(a) Arms, ammunitions and other defence equipment and machineries;

(b) Production of nuclear energy;

(c) Security printing (currency notes) and minting;

(d) Forest Plantation and mechanised extraction within the bounds of

reserved forests; ;
(e) Airtransportation and railways;
(fy) Power generation (except through private generator), transmission and
distribution; and

(g) Telecommunication.
Very recently, power generation and telecommunication have also been
withdrawn from this list.
It is apprehended that due to privatization, the present unemployment problems
will aggravate further. A good number of people wil lose their jobs under private
ownership. Labour unrests will culminate. Government revenue will decline due
to evasion of tax by the private owners.
As a result public welfare activity will shrink. Sectorally and regionally balanced
development will be hindered. Risky and less profitable projects, requiring huge
capital will not be undertaken by private owners. Wealth will be concentrated into
a few hands. Capitalistic exploitation of poor labour with all its associated
corruptions will make its headway. Social crimes and offences will multiply.
Creation of new jobs for lack of labour intensive projects will not be ensured.

Problems of Free Market Economy

Orientation towards free market economy along with liberalisation of exports and
imports has the danger of complete ruination of economy and existing industrial
base. Our products will lose market in the home as well as foreign countries - -
due to severe foreign compitition. So, our domestic industry will collapse.

Since. ours is a sellers market, the price will be determined by the will and
intension of the private industrialists. As a result, consumers will be the worst
sufferers of price fluctuations. '

Balance Between Nationalisation and Privatisation

Public enterprises should be reserved for all the nationally vital and strategic
industries along with low profit but highly employment oriented projects. All the
import-substitution, export and capital goods industries should be protected
completely from the foreign competition.
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And the rests may be kept open for the Private industrialists. But in such a
situation the Government must protect the domestic consumers of, at least, the
essential goods from undue price hikes.

Conclusions

A welfare state of sectorally and regionally-balanced economy with full
employment is inconceivable without state intervention through public
enterprises. In this context, the corruption, bureaucracy, inefficiency of public
enterprise management should be completely controlled.

If public enterprises are efficiently and effectively run the society as a whole will
be benefited. This should specially focus on the role of the public sector in
developing capital and intermediate goods industries with high forward and
backward linkages and industries targeted for a breakthrough in the export
market.



Trade Policy and Economic Development
in Bangladesh*
Mohammad Ali Akbar~

This article attempts to synthesize an analytical approach to Trade Policy with
the policy problems.

A corollary of Heckser-Ohlin theorem indicates that an objective of commercial
policy is to protect the scarce factor. This general rule may not be applicable to
countries of the type “neither capital rich nor capital poor” like Japan where
- dualism of trade structure prevails. The other non-economic aim of protection
policy is to achieve maximum self-sufficiency of a national economic unit.
Empirically these questions have been subject to tests by Leontief, Chenery and
Watnabe.

The basic thrust of Commercial Policy that springs from the classical comparative
cost theory is the allocation of limited ‘investible’ funds in the developing
countries, if following Hicks we view the problem as follows.

The basic problem fo the LDCs is how to convert the available ‘investible’
resources into final output. In the process there are primarily two stages: one is
how to convert domestic available ‘investible’ resources into “capital equipment”
and the next is how to utilise these equipment to get the final output”. The
maximum final output may be defined in two different ways: (1) The objective
may be defined as the output of consumer's good to be made available during a
specified period, subject to leaving a mimimum amount of terminal capital stock
at the end of this period of (2) alternatively as the terminal capital stock being
made available at the end of the period, subject to a minimum amount of
consumables during the period. '
However, the problem of choice of whether to produce at home or to trade is
complicated by the fact that this is not only a choice between two alternatives.
Rather, the problem is whether to utilise the imported equipment for (i)
agricultural exports, or (i) industrial exports or (iii) import substitution.

The current attempt to asses the value of investible resources is to assign an
equilibrium exchange rate or a special rate consistent with clearing of a particular
market or shadow values of (a) foreign exchange, and of (b) domestic factor like
labour. Invariably in such considerations the former is being given higher weights

Abridged.
“ Formerly with the Bangladesh Planning Commission.



prm—

Akbar : Trade Policy and Economic Development in Bangladesh - 131

than the latter. A study shows that this valuation does not adequately reflect the
marginal premium value of foreign resources. Empirical estimates in the case of
Pakistan indicate that if the choice is for larger industrial exports, the resource
cost per unit of foreign exchange is Rs. 8.3 per $1.00 and if the choice is for
import substitution, the cost is in the neighbourhood of Rs. 15.20 per $1.00 of
foreign exchange saved. Yet the answer is not conclusive as choosing the.
second alternative implies adoption of policy to mop up the windfall rental
income. This may involve political cost.

Alternative Approach

The old dictum “Nurse the baby, protect the child and free the adult” is still.
applicable in the case of Bangladesh. The background of protection may be
traced to a stimulating advocacy of protection by Hamilton in North America and
Fredric List of Germany in the 19th century. There was awareness toward tax-

- cum-subsidy policy against import substitution policy. There is also emphasis on

the idea that export is an engine of growth.

The Policy Statement

This should aim at untrammelled disposal of Bangladesh products abroad with
diversification and import at competitive prices and allowing protection on the
basis of the old dictum as stipulated above cushioned by comparative cost. The
rate of growth of exports should be higher than the rate of growth of imports
although the import export gap may increase in absolute terms. This may be
done by reducing import and expanding export that is by substituting import by
local production or cutting non-essential import or increasing export through
incentive schemes such as through selective commodity- wise devaluation and
tax-holidays. In view of large aid-financed import the policy aims at maintaining a
higher growth rate of exports over imports. All these above propositions can be
laid bare with the following simplified picture of the economy.

The allocation of resources by an increase or decrease in domestic expenditure
will affect export and import sectors, that is investment policy will interact with
other fiscal, commercial and monetary measures. Total domestic expenditure will
be determined by households’ propensity to consume, to invest and to import.

(i) The Bangladesh currency is pegged to a basket of flexible currencies and as
such is floated to maintain equilibrium in the balance of payment. A deficit in the
balance of payment is a deliberate choice for the country. Moreover, devaluation
is a macro-measure and affects both import and export and the total economy
All policies should be co-ordinated though inter-Ministerial meetinsg.

(if) Two criteria can be identified for a study of the structure of tariff. One is value-
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added co-efficient or input co-eficient and the other is domestic resources cost
meaning how many taka can be saved per dollar by import substitution or how
many taka can be earned per dollar by export.

When there is positive value added, that industry may be encouraged to stand on
its own feet. Negative value added industries need to be made strong by BMR.
As these industries have been set up under market distortion, distortion in the
market may be removed gradually by optimum tariff to equalize domestic
marginal rate of substitution and foreign price ratio.

The removal of market distortion by instituting tariff is to reallocate resources
from one activity to another. The trade model indicates investment expenditure
‘as the premium mobile which is to be manipulated by taxes or tax relief or other
incentive schemes with a view to raising allocative efficiency.



The Foreign Aid in the Development Process
of Bangladesh Structure and Dimension

Khan A Matin

Introduction
“The purpose of an international program of aid to underdeveloped countries
‘- is to accelerate their economic development up to a point where a
satisfactory rate of growth can be achieved on a self-sustaining basis. The
function of outside capital in a development program is not directly to raise
standards of living in the recipient countries but to permit them to make the
transition from economic stagnation to self sustaining economic growth. The
principal element in this transition must be the efforts that the citizens of the
recipient countries themselves make to bring it about. Without these efforts,
outside capital will be wasted. Thus the general aim of aid (loans, grants,
and technical assistance) is to provide in each underdeveloped country a
positive incentive for maximum national effort to increase its rate of growth.
The increase in income, savings, and investment which aid indirectly and
directly makes possible will shorten the time it takes to achieve self-
sustaining growth.” [39, p 107]
The 'developed countries are now providing aid to developing countries to the
extent of about 130 billion per annum. But the quantitative analysis on the effect
of resource transfer on the economic development of the recipient countries
produced result which varies from vital to negligible [2, 6, 11, 20, 32, 36]. Since
Bangladesh became independent in December, 1971, the country received $ 22,
260 million as aid up to June 1991. Out of this $§ 4704.84 (21.1 per cent) came
as food aid, $ 10144.32 (45.57 per cent) as project aid and remaining $ 7610.97
(34.20 per cent) as commodity aid. About half of the aid, $10932.9 million (49.1
per cent) has been received as grant and the rest, $ 11527.2 million as loan. As
of a June 30, 1991 Bangladesh had an outstanding debt of 11560.3 million of
which $ 10690.4 million is medium and long term loans. Bangladesh is not one of
the indebted nations. Today a new born baby inherits an external debt of about $
105, which is slightly higher than half of the per capita income. The external debt
burden/GNP ratio turns out to be in the order of about 51.1 percent. The annual
aid inflow constitutes 8.4 per cent of the GDP. Foreign aid finances the

* Professor, Institute of Statistical Research and Training, University of Dhaka.
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development budget to the extent of one hundred per cent and meets about two-
thirds of the trade gap. About 38 per cent of the country’s merchandise exports
eamnings is currently being spent for external debt servicing. The time span
required for a successful process of development through foreign aid is -
considerably longer. As for the case of Bangladesh it is about 22 years and the
analysis of the available data will certainly provide information about the aid
performance. A good number of studies regarding various aspects of foreign aid,
notably economic and political dimensions have been conducted in Bangladesh
[12, 21, 24, 41, 43, 44]. They have been limited to the fragmented period of time.
The present study deals with the structure and dimensions of foreign aid for the
last 20 years or so according to various plan periods.

Table 1
Plans and External Resources (Target and Actual) : 1978-1990
” Taka in Crore

Plans Plan Size External Resources ‘External
Resources to
Target Actual Target Actual |  Actual Outlays

Outlay (Per cent)

(1) 2) (3) (4) (5) (B)=(5)/(2)

FEYP(1973-78) 4455 2074 1799 1491 71.89

TYP (1987-80) 3861 3359 2165 2581 76.64

SFYP (1980-85) 25595 15297 13880 9614 62.85

TFYP (1985-90) 38600 27011 21028 20967 77.62

FFYP (1990-95) 68930 ) NA 34760 NA NA

Source and Note :
Year import prices converted by base year exchange rate.
The First Five Year Plan 1973-78, Table 11-1,p 13

The Two Year Plan, 1978-80, Table 4.1, p 42, Table 5.1, p 47
The Second Five Year Plan, 1980-85, PAGE llI-1 11I-3

The Third Five Year Plan 1985-90, Table 1.1, page 1-1

The Fourth Five Year Plan, 1990-95, Table 1.5. p |-22, Table 2.1,

Foreign Aid and Development Plans.

Bangladesh has followed the course of planned development since her
independence. The economy was in shamble when the country emerged as an
independent state from the War of Liberation in 1971. As such there was the
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immediate need for a massive program for rehabilitation and reconstruction of
the economy. Table 1 shows the size of successive plans, development outlays
and gross aid inflow. One important features of development planning in
Bangladesh is that all the plans remains overwhelmingly dependent on foreign
aid. Share of external aid was 71.9 per cent in the First Five Year Plan (1973-78),
and in the Two Year Plan (1978-80) and Second Five Year Plan (1980-85) it was
76.8 per cent and 62.8 per cent respectively. In the Third Five Year Plan (1985-
90) this ratio climbed up to as high as 77.8 per cent. Up to the Third Five Year
Plan over all dependence on external resources was 72.7 per cent. The Fourth
Five Year Plan (1990-95) aims at meeting 48.3 per cent of over all investment
from domestic resources, thus bringing down the contribution of foreign aid to
51.7 per cent.

Table 2
Summary of Commitment and Disbursement of Foreign Aid (Loan+Grant)
' Million US §
Year Commitment Disbursement Disbursement Disbursement
as per cent as per cent of
of commitment total available
(1) . (2) () ' (4) (5)
1971-73 1489.22 822.24 55.61 448
1973-78 4655.49 3531.3¢9 75.85 35.8
1878-80 2913.50 2253.1 “T338 311
1980-85 8680.48 6101.30 70.29 244
1985-90 8843.02 8019.51 90.69 22.6
Total 26581.70 20727.55 77.98 28.5

Source and Note.

Flow of External Resources into Bangladesh (As of June 30, 1990 Table 3.0,
page 9. Values computed.

Commitment and Disbursement of Foreign Aid

The commitment, disbursement and their ratios over the various plan periods are
given in Table 2. In the First Five Year Plan as high as 75.85 per cent of the
committed foreign aid (grant + loan) was disbursed. In the subsequent Two Year
Plan this ratio increased to 77.33 per cent. In the Second Five Year Plan
disbursement/commitment ratio declined to 70.29 per cent. The highest such
ratio was observed for the Third Five Year Plan. The overall disbursement/
commitment ratio is found to be 77.98 per cent, but the ratio of disbursement to
the total available has been 28.5 per cent only. Although the disbursement/
commitment ratio has increased considerably in recent years, a great volume of
the aid remains in the pipeline. Consequently the ratio of the disbursement to
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total aid available has show declining trend over the past years or so. In general
its ratio is very low and in the Third Five Year plan it reached a very low value of
22 .6 per cent.

Major Sources of Foreign Aid

The distribution of foreign aid according to major sources are given in Table 3.
The sources have been broadly classified into two groups, bilateral and
multilateral agencies. Of the total grant of US $ 10101.40 million, as high as
$ 8136.96 (80.55 per cent) was available through bilateral sources. The OECD
countries contributed 71.82 per cent of the grant of the $ 10626.5 million loan,
the share of multilateral agencies was $ 5517.73 (51.92 per cent). Of the total
$ 20727.55 million foreign aid disbursed, $ 13245.38 (63.90 per cent) came from
bilateral sources and the remaining 36.10 per cent from multilateral sources.
There are also noticeable variations in the composition of the purposes of foreign
aid.

Compossition of Foreign Aid

Like many other countries foreign aid in Bangladesh is composed of two main
parts, grants and loans. During the period under review, $ 20727.25 million
foreign aid has been disbursed of which $ 10101.40 million (48.73 per cent) was
in the form of grants and the remaining $ 10626.15 million (51.27 per cent) was
loan. Further, both grants and loan have two major heads, namely, commodity
(non-project) aid and project aid. Commodity aid is again subdivided into food aid
and non-food commodity aid. Table 4 indicates that the share of food, commodity
and project aid was $ 4436.29 (21.40 per cent), 7202.86 (34.75 per cent) and
9088.40 (43.85 per cent) respectively. Considering the foreign aid (both grant
and loan), we see that proportion of food aid has declined from 34.41 per cent in
1973-78 to 14.25 per cent in 1985-90. Also the proportion of commodity aid has
declined from 41.68 per cent in 1973-78 to 28.68 per cent in 1985-90. The share
of project aid increased from 23.29 per cent 1973-78 to 57.07 per cent in 1985-
90. Of the $ 4436.29 million food aid, most of them, $3673.73 (82.81 percent)
was provided in the form of grant. The share of grant in commodity aid was $
3190.45 (44.29 per cent) and the share of grant in project aid was 3237.22
(35.62 per cent). Table 4 also gives the annual rate of growth for the period 1973-
74 to 1989-90. The annual average rate of growth for the grant has been 14.73
per cent and the of the loan was 19.42 per cent . The annual rate of growth of
food aid has been negative (-1.06 per cent). The rate of growth of commodity aid
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has been 18.96 per cent and the annual rate of growth of project aid has been
49.24 per cent. Although the rate of growth of disbursement appears to be very
prominent, a cause of concern is the slow rate of its utilization . While passing it
is $ 20727.5 million of aid has been disbursed, of which $ 5910.4 (28.51 per
cent) remains in the pipeline as on July 1,-1990. Amount of food aid in the
pipeline is $ 203.3 million which is 4.60 per cent of the food aid disbursed
($ 4438.2 million and the amount of commodity aid in.the pipeline was $ 478.5
million) which is 6.64 per cent of the commodity aid disbursed. The amount of
project aid in the pipeline has been enormous, to the extent of $ 5228.0 million
which is 57.52 per cent of the project aid disbursed. Detailed discussion on the
non-utilization of project aid is available elsewhere [10, 28, 44

Sectorwise Disbursement of Project Aid

The sectorwise disbursement of project aid over the various plan periods are
show in Table 5. It appears from the table that in the periods immediately after
the liberation of Bangladesh, the major share of project aid was disbursed in the
transport sector (65.51 per cent) followed by water and flood control (16,89 per
cent). The major recipients of the project aid in the First Five Year Plan were
Industries (22.44 per cent). transport (18.33 per cent) and power (14.24 per cent)
sectors. In the Two Year Plan period- 1978-80 also transport (24.11 per cent),
industries (22.44 per cent) and power (15.65) were the major recipient of project
aid. The share of agriculture sector in the First Five Year Plan and Two Year Plan
were about 7 per cent. In the Second Five Year Plan the sectors which received
larger share of project aid are power (17.70 per cent), transport (13.91 per cent),
agriculture (11.86 per cent) and fuels and natural resources (10.12 per cent).
Similar was the trend in the disbursement of project aid in the Third Five Year
Plan 1985-90. The sectorwise allocation in order were power (23.30 per cent),
industries (14.03 per cent), transport (11.70 per cent), water. and flood control
(11.17 per cent). The share of agriculture declinéd to 6.47 per cent Considering
the total period under study, we find that of the $ 9085.5 million foreign aid
disbursed as project aids, $ 1811.5 million (19.94 per cent) was in the power
sector followed by transport and industries (each 14.5 per cent), water and flood
control (9.90 per cent) and agriculture (8.09 per cent).
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Factors Determining the Extent and Dynamics of Debt Burden
The determining factors of debt burden are given in Table 6: Data as per record
of the ERD -book have been analyzed for this purpose. The table gives the
information of the sources of loan, amount committed and disbursed, average
grace period, average repayment period and the average rate of interest for the
period 1971 to 1990. The bilateral loans are listed according to countries under
different groups such as OECD, OPEC, etc., and the multilateral loans are listed
under the international agencies. In our previous sections we have discussed the
phenomena of commitment and disbursement of loans. As such we shall
elaborate the impact of grace period, repayment period and interest rate in this
section. The analysis of foreign loans and their repayment requires that we
distinguish between current servicing and accumulated debt. So also is the case
-with principal and interest components of the total debt burden. A low quantum of
debt servicing today may lead to the accumulation of an unbearable debt burden
on the economy in subsequent years. On the other hand, if the total nominal
value of repayment remains the same, a lower rate of debt servicing may be
seen as a positive factor from the point of view of the recipient. In the same way,
a heavy debt burden, will need to be broken down into the components of
principal and interest if an accurate measure of the debt burden in future years is
to be accurately rates, is likely to impose a bigger debt burden than a smaller
volume of loans offered at high interest rates. [8.45] i
The functional structure of loans is probably the most immediate determinant of
the debt burden. This is because the volume of loan disbursement has the
proximate influence on the structure of the debt. The pace of disbursement is
again influenced by the purpose for which loans are contracted. The principal
factors which enter into the determination of the terms of aid relate to the price at
which aid funds are ordered and the repayment schedule. The price of the loan
incorporates the rate of interest payable over the life of the loan and any
attendant service charges which go with the loan. An added cost is provided by
the extent of the share of down payment made at the outset of the disbursement
of the loan. Though this may not apply at all in many cases. The payment
schedule covers the time period within which the loan has to be repaid. This
incorporates the initial grace period before the disbursement commence. We now
attempt to quantify the contribntions of each of these components which go to
make up the terms of the loans contracted by Bangladesh.
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Table 6
Terms of Loans In Bangladesh : 16 December 1971 to 30 June 1990
Total loan (US $§ Million) Average  Average Average -
Grace - Repayment Rate of
Doners Committed Disbursed Period Period Interest
: Service
: - 'Charge
OECD countries :
Belgium 5.00 50.53 10 20 0.00
France (Treasury) 202.71 95.00 10 20 25
France (Commercial) 116.31 102.11 0.5 10 9.0
Japan 2980.04 2768.73 10 20 1.73
Switzerland *7.19 7.18 10 20 1.73
U. S. A 872.91 863.75 10 30 NA
italy 0.72 0.72 NA NA NA
OPEC countries
Iran 12.50 12.50 10 30 T 5.00
Irag 60.85 60.83 3.89 9.62 2.10
Kuwait 170.708 132.12 6.36 22.70 1.72
Saudi Arabia . 221.29 134.50 5.48 15.64 297
UAE 104.33 104.31 7.51 21.22 317
Intemational Agencies
ADB 2831.67 1554.02 9.85 29.37 1.02
EEC 48.00 48.0v 10 40 0.75
IBRD 54.90 54.90 10 20 6.15
IDA 5463.30 3799.86 10 40 0.75
iDB i 198.99 141.67 2.46 3.34 7.47
IFAD 196.22 125.51 10 40 1.00
OPEC 169.76 145.03 4,35 12.94 0.85
Centrally Planned Economics X
Bulgaria 4.94 0.26 2 10 2.50
Chijna 50.89 38.92 11.50 9.94 2.50
Czechoslovakia 30.98 38.50 2 18.80 0.45
GDR 10.00 4486 2 10 2.50
Hungary i 10.00 10.00 2 10 2.50
Poland ' 2.02 1.64 2 12 2.50
Romania 2.02 1.64 2 7} 2 B 2.50
USSR 491.27 430.58 3.54 9.82 3.17
Yugoslavia 70.28 39.18 2.07 9.82 2.44
Other countries
India 91.39 88.49 3.26 11.43 5.42
Turkey 4.10 4.10 2.76 12.55 2.50

_(Table & continued)
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(Table 6 continued.)

Doners Total Loan (US § Million) Average  Average Average
Grace Repayment Rate of
Committed Disbursed Period Period Interest
A Service
Charge
Australia 3 29.19 14.13 NA NA NA
Auotria 10.19 10.19 5.40 10 4.18
China 42.82 12.46 2 6.70 6.68
Czechoslovakia 1.68
France (Bank) 10.00 10.00 1 7.50
Hungray 17.42 17.42 2.96 11.76 6.50
India 3.83
Japan 8.09 5.10 v D T 5.70
Singapore (Moscow 15.44 15.44 0 5 12.16
Norodny Bank) i '
Netherands 56.24 29.67 1.67 9.47 . B.65
Pakistan 8.25 8.25 3.00 10 8.25
Romania 27.20 2478 - 3.42 6 5.00
South Korea 4.88 4.88 3 8 9.00
Sweden 4.63 463 5 7 2.50
Singapore (Tashing Co.) 3.41 3.41 1.5 6 9.50
UK 58.78 58.66 0.84 8.41 7.82

Source and Note : Flow of External Resources into Bangladesh (as of June 30, 1990),
Tables 6. 1-6. 6, pp. 74-116.
NA: not available.

Down Payment. Down Payment implies a coincidence in time for receipt and
repayment of aid. It thus results in a shift in the timing of the debt servicing
schedule indicating an increase ‘in the present quantum of payment and
decrease in the quantum payment in the future. In Bangladesh down payment is
associate with the loans of a few donors. The published data do not provide
adequate information for the compilation of the amount of a down payment
-associated with the donors.

Rate of Interest and Service Charge. There are wide variations in the rate of
interest and service charge. It varies from as low as zero per cent to as high as
12.16 per cent. It appears from Table 7 that most (95 per cent) of the portfolios
have an interest rate of 0.00-2.50 per cent usually the loans from commercial
banks and supplier's credit appear to be costlier and the loans from OECD
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countries, OPEC countries, centrally planned economies and multilateral agency
and carry very low interest rate. Among the multilateral agencies loans provided
by ADB, IDA, IFAD and OPEC sources had interest rate of about 1 per cent.
While the loans provided by IBRD had an interest rate of 6.15 per cent and that
of IDB still higher to the extent of 7.47 per cent. Most of the loans provided under
supplier's credit had interest rate well above aid per cent. It also appears from
the Table that the major donors on like Japan, USA, IDA , and ADB have very
low rate of interest. This indicates that the costs of loans to Bangladesh in the
years ahead is expected to be low [45].

Grace Period and Repayment Period. The grace period and repayment period
are two important factors in determining the debt liability. The grace period is
defined to be the periods of time up to which repayment of the first installment is
deferred, interest on the principal during the period is not exempted. It is carried
over to the subsequent periods. The average grace period and repayment period
are show in Table 6. Among the OECD countries, all the countries (except
French commercial loan) have an average grace period of 10 years and the
average repayment period varies between 20-40 years. The French commercial
loan is an exception which has a grace period of 0.5 year and repayment period
of 10 years. The Ibngest average repayment period of 40 years is given by
Switzerland, followed by the United States which provides an average grace
period of 30 years. Among the OPEC countries the longest average grace period
(10 years) is provided for loans from Iran and the average grace period for other
countries varies between 3-8 years Similar is the trend in the average repayment
period of the OPEC countries. The average repayment period of Iranian loan is
30 years which is the longest, followed by Kuwait and the UAE which provides a
repayment period of about 22 years. The average grace period of loans from
most of the multilateral agencies is 10 years (except IDB and OPEC). The
average repayment period of EEC, IDA and IFAD loans is the longest (40 years),
followed by ADB (30 years) and IBRD (20 years). The average repayment period
for the IDB loan is the shortest (3.34 years). The average grace period of loans
provided by the centrally planned countries (except China) is between 1 5-35
years. The average grace period of loans provided by China is however 11. 50
years. The.average repayment period of loans of most of the centrally planned
countries is about 10 years. The average repayment period of the loans provided
by Czechoslovakia is however quite long (18.40 years). The average grace
period of loans provided by India and Turkey is about 3 years, while their
average repayment period is about 12 years. The average grace period of loans
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provided under supplier’s credit varies between 8-5 years, while their average
repayment period lies between 9-12 years.

It appears that loans having longer grace period have longer repayment period
too and the other way round. In general longer grace period and repayment
period provides some breathing space for the debtor countries.

Outstanding Debt. As of June 30, 1990 an amount of $ 10626.15 million was
disbursed to Bangladesh as loan of which $ 9809.40 million remained as
outstanding debt. Of this $ 5594.99 (or 57.04 per cent) is indebted to
international/multilateral agencies and the remaining $ 4212.41 (42.96 per cent)
is owed to the bilateral donors. A great bulk of the bilateral loan ($ 3602.27 or
36.72 per cent) is owed to the OECD countries and the remaining $612.14 to the
other bilateral donors and supplier’s credit. It may be mentioned here that some
donors converted a portion of outstanding debt of Bangladesh into grants and as
of June 30, 1990 this amounted to $ 585 million.

External Debt Services. It now turns out that Bangladesh is overwhelmed with
debt. The debt servicing capacity depends upon the rate of increase of national
income, savings, budgetary resources, and more particularly the export
earnings,. The service payments are not out of the recipient country’s income
and therefore the national income and per capita income must rise satisfactorily
so that larger service payments may not affect the consumption level in the
country. Bangladesh GNP has recorded a continuous rise since 1971, but the
rate of increase has not been satisfactory. At current prices the GNP of
Bangladesh has risen from Taka 44417 million in 1972-73 to Taka 719030 million
in 1989-90. The increase in national income has not been according to rate
envisaged in the Five Year Plans. Analysis of the GDP for the last 20 years of so
has indicated positive growth, but the growth rate of per capita GDP has been
much lower and in 4 years it turned out to be negative [25]. This may be due to
higher rate of population increase accompanied by perennial unemployment. The
proportion of national income absorbed by debt services is an important
indication of the magnitude of effort required for debt services. The ratio of
external debt services (medium and long term) to selected economic indicators,
namely, export receipts, government revenue and GDP is show in Table 7. The
ratio of external debt services to merchandise export receipts is alarmingly high.
During the First Five Year Plan the Debt Service Ratio was 12.60. This has been
sowing an increasing trend over the last twenty years or so and during the Third
Five Year Plan it reched a level of 21.92 per cent. The ratio of external debt
services to GDP seems to be low although increasing trend is noticeable. During
the First Five Year Plan the ratio of external debt services to GDP was 0.56 per
cent which gradually increased to 1.40 per cent during the Third Plan period.
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Thus in spite of low rate of increase in GDP and per capita GDP, and quick
increase in external indebtedness the proportion of GDP absorbed by debt
servicing is low.
Table 7
External Debt Services (MLT), and its Ratio (per cent) to Export Receipt Government
Revenue and Gross Domestic Product According to PlanPeriods

External Debt Services : Medium Ratio (Per cent) of External

and Long Term (MLT). § Million Debt Services to
Plans Principal Interest Total Export Govemnment  GDP
Receipts Revenue
(1) - @) (3) (4) (5) (€) @)
FFYP (1973-78) 158.0 99.9 258.9 12.60 11.95 0.56
TYP(1987-80) 1155 81.5 197.0 14.65 S.05 0.89
SFYP(1980-85) 351.0 259.8 610.8 16.21 9.66 0.92
TFYP(1985-90) 516.6 784.3 1300.8 21.92 15.43 1.42

Source and Note:

Bangladesh Economic Survey 1990-91, Table 7. 4. p. 310 ; Flow of External Resources
into Bangladesh (As of June 30, 1991). Table 9.0,

pp- 138-39. Values computed by the author.

Total Global Net Resource Flow

We now discuss some of the salient features of the global resource flows in the
last twenty years or so. The total net resource flows to developing countries from
all sources was 19.8 billion in 1970 which increased more than six folds to $
131.5 billion in 1991. Some key aspects of these flows are given in Table 8. First
Official Development Finance (ODF) of which principal is ODA countries do
account for the bulk of these resources. In 1991 ODF totalled $ 72.8 billion (55.4
per cent) of total net flow, the contribution of private flow was $ 55.4 billion (42.1
per cent) and the remaining $ 3.1 billion (2.5 per cent) was due to Export Credits.
The total net resource flows increased by 26.7 per cent annually during the
period 1970-1991. The rate of growth of ODF multilateral aid (58.7 per cent) was
twice as high as the bilateral aid (28.0 per cent). In 1990/91 of the $ 72.8 billion
ODF, bilateral aid constituted $ 48.8 billion (67.0 per cent) and the multilateral aid
constituted-$ 24.0 (33.0 per cent). In 1970 the composition of $ 8.9 billion ODF
was bilateral $§ 7.1 billion (79.8 per cent) and multilateral $ 1.8 billion (20.2 per
cent). The average annual rate of growth of private flows has been 27.0 per cent
which is well comparable to that of bilateral aid. The rate of growth of total net
resources for the period 1970-91 at 1990 prices has been 2.2 per cent.



Matin : Foreign Aid in Development Process

Geographical Distribution of ODA
The geographical mix of the flow of ODA to some Asian countries is given in

Table 9. Over the decade 1980/81 to .

Table 8

-
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Total Net Resource Inflow To Developing Countries from All Sources : 1970-1891.

Billion of US $ Current Prices and Exchange Rates

ODA ODF (ODA + Oother ODF) Export Private Total Net
Year Credit Flows Resource
Bila-  Multi- Total Bila- Multi- Total Flows
teral lateral teral  lateral
Current 1980
prices prices
(m (2) (3) (4) (5) (6) 0] (8) (9) (10) (11)
1970 6.8 1.1 79 7 1.8 8.9 2.7 8.3 19.9 874
1975 1.1 38 149 18 6.4 18.3 56 228 46.7 1156
1980 18.5 7.8 273 217 126 34.3 172 65.5 117.0 184.8
1988 366 n3 47.9 44.0 7.8 61.8 25 43.0 1023 113.0
1989 385 17 482 434 18.6 680.7 94 46.8 116.9 130.3
1990 39.2 135 v d 46.2 23.7 69.9 47 527 1273 1273
1991 418 140 55.8 48.8 24.0 72.8 3.1 554 1315 1272
Annual 245 55.8 289 28.0 58.7 342 0.7 27.0 26.7 22

growth rate, 1970-81 (per cent)

Source and Note: OECD. 1992. Development Cooperation, 1992 Report. Table 14. page A23.
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Table ¢
Total Net Receipts of ODA by Selected Developing cCuntries of Asian Region

Regian Percentage Percentags ODA Receipts ODAas Share of of
and of total ODA of DAC percentage total
countries 186081 18B586 1980/81 bilateral Sbilion  Annual Real of LDC's population
ODA 1991 change (%) GNP 1980
1881 1961/ 1985/85 152091
Asia 35.6 30.9 29.6 26.6 136 59 0.8 1.0 68.4
of which
Bangladesh 5.2 46 4.9 3.1 2.3 8.3 7.8 1.4 2.9
China 1.3 37 47 4.5 21 16.1 0.3 0.5 28.2
Indonesia 4.4 2.4 3.8 4.6 1.7 6.1 0.8 2.0 4.6
India 9.7 6.6 3.5 27 1.7 -1.7 0.8 0.6 213
Philippines 1.6 26 2.8 3.1 T2 12.7 2.8 3.0 1.6
Pakistan 3.5 3.3 2.7 h P 1.3 52 28 3.1 2.8
Thailand 1.8 1.7 7 2.0 o7 5.6 1.1 1.2 1.4
Sri Lanka 1.8 19 1.6 12 87 72 80 105 0.4
Indochina = DRSOl U T | 0.9 0.7 0.4 1.2 1.4 4.9 1.8
Total 100.0 100.0 100.0 100.0 46.6 8.1 1.0 1.3 100.0

Source and Note : OECD. 1992. Development Cooperation. 1992 Report. Table 20. page
A28-A29.

1990/91 the share of the Asian region decreased from 35.6 per cent in 1980/81
to 29.6 per cent in 1990/91. During the same period, the total net receipts of
ODA by the Sub-Sahara Africa increased from 30.8 per cent in 1980/81 to 35.8
per cent in 1990/91. The share of Ocean, North Africa and the Middle East, Latin
America, and Southern Europe indicated a variation of about 1 percentage point
over the period. Table 9 also indicates that the real change in ODA receipts was
8.1 per cent per year. The over all ODA receipts was 1.00 per cent of the LDC' s
GNP in 1985/86 which slightly increased to 1.3 per cent in 1990. Among the
Asian countries shown in the Table, ODA/GNP ratio has been too high for
Bangladesh (11.4 per cent) and Sri Lanka (10.5 per cent). The lowest ODA/GNP
ratio was found for China (0.5 per cent) and India (0.{3 per cent).

Conclusion
In this paper we have reviewsd some ma;or issues on the debate of foreign aid in
Bangladesh. The available evidence suggests that of the $ 20.7 billion aid
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disbursed so far, $ 10.1 billion have been grant and the remaining $ 10.6 billion
have been loan. Considering the total aid (grants and loan), there is an indication
that there may be real resource transfer to the extent of about 80 percent in
Bangladesh [45]. This is mostly due to the fact that most of the loans given to
Bangladesh are on soft terms (in terms of lower interest rate and longer grace
and maturity periods). But the obvious impediments to real resource transfer are
due to tying of this aid by various donor conditionalities. This may bring the real
resource transfer to the debtor country to a bare minimum level of 10-15 per
cent. The debt service payments ratic of merchandise exports have been
showing an increasing trends over the last 20 years or so. Studies [26] suggest
that export capacity of Bangladesh is too weak to bear the burden of external
debt. But some rays of hope have been provided by the remittances of the
Bangladeshi workers abroad. The heavy dependence on external resources for
public expenditure has had its obvious impact on domestic savings. Domestic
saving as a percentage of GDP has fallen from 3.4 per cent in 1980-81 to 0.80
per cent in 1989-90. The gross domestic investment also has declined steadily
from 15.9 per cent in 1980-81 to 10.7 per cent in 1989-90 [49]. It is also to be
noted that debt burden due to amortization and interest payments on the past
loans has been increasing. Given all these, Bangladesh's prospects of achieving
any reduction of her dependence on foreign aid may crucially depend on the
strength of her exports. Indeed, given the none too encouraging international aid
situation, it may be imparative that she should increase her exports earnings.
Increased aid utilization without heavy burden of debt servicing would be
possible if the absorptive capacity of the Bangladesh economy is enlarged. The
major reasons for seeking foreign aid are for financing the development plans
and meeting the trade gap. Given the adverse aid climate in the post-cold war
era, development choice for Bangladesh is going to meet severe cut backs. It as
been argued some that foreign aid is neither a necessary nor a sufficient
condition for development [6, 7). It is not necessary because several developing
countries such as Hong Kong, Singapore, Malaysia, Thailand, Nigeria and
Mexico made rapid progress between the last quarter of the 19th century and the
middle of the 20th century without much foreign aid. Aid is not a sufficient
condition for development because many countries which have received
substantial aid have made little progress. In the absence of other essential
ingredients for development such as human skills, institutions and attitudes
conducive to progress, aid is likely to be wasted. Aid may encourage
misallocation of resources, weaken domestic saving efforts, and allow the
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recipient government to indulge their fetish for ostentatious projects. Even if all
the outstanding debts are forgiven as debt relief, Bangladesh will not be able to
finance its development projects. This seem to be a case of unending aid
dependence [50]. The country which was once designated by a Western
diplomat as a bottomless basket case has now within a short span of two
decades submerged into a fathomless ocean of indebtedness virtually in

perpetuity.
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Industrialization in Bangladesh :
Aid Dependence and Failures of

Technology Transfer
M. M. Huq*

1. INTRODUCTION
Like many other developing countries, Bangladesh has always emphasised
industrial development. It is evident from reading the various plans and other
strategy and policy documents of Bangladesh that the case for industrializ tion
has not been particularly well formulated from a theoretical point of view ", at
least not in the way originally put forward as, for example, by Prebisch (1950)
and Singer (1950) in the context of the debate on primary products and
manufactured goods or as_presented by Lewis i1954) in the context of the
debate on capital formation.2 The case for industrialization appears to have been
taken for granted in Bangladesh and various policy measures in the form of
import protection, direct government investment in the industrial sector and
highly subsidised credit for investment in manufacturing have been in place from
an early stage. It is now, however, apprent that the industrial sector in
Bangladesh has failed to make the expected impact on growth in output and
employment.
As it stands, Bangladesh's industrialization is heavily aid dependent, the
manufacturing sector being a major recipient of project aid, with as much as
30% of the total project aid received going to the industrial sector in some years.
Most of the public sector manufacturing plants built during the 1970s and 1980s
were largely aid-financed. Until recently, the public sector's share in industrial
investment was over 50%, funded through the Annual Development Programme
which is itself mainly aid-financed. Indeed, in 1989/90, 100% of the
Government's Annual Development Programme was aid dependent.® Foreign
aid has also featured prominently in private sector investemnt in manufacturing.
Private investment has been liberally financed with highly subsidised industrial
credit provided by two specialized Development Banks owned by the
Government — Bangladesh Shilpa Rin Shangstha and the Bangladesh Shilpa
Bank. These two institutions have themselves been financed by liberal foreign
lines of credit.
Technology transfer in a situation of aid dependence can involve special
problems, especially if the recipient fails to negotiate properly. The wag
technology transfer has taken place in Bangladesh has given rise to muc
criticism. In this paper we would like to throw some light on this issue by
highlighting the findings from three industry studies concerned with: (a) the
manufacture of finished leather from raw cattle hides; (b) the manufacture of urea
from natural gas; and (c) the manufacture of machinery and equipment. We
begin by discussing the state of industrialization in Bangladesh. Then we discuss
some of the factors which are considered responsible for the ‘poor’ transfer of
technology in the three selected insdustries. Finally, we consider some issues of
aid dependence in the context of technology transfer and industrialization in
Bangladesh.

* Senior Lecturer, Department of Economics, University of Strathclyde Glasgow, UK.
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2. THE STATE OF INDUSTRIALIZATION—AN OVERVIEW
The performance of the manufacturing sector in Bangladesh has remained well
below expectations. Data from the World Development Report 1992 and from
studies conducted by Bakht and Bhattacharya (1991) and by Sahota (1991)
although not always consistent mainly because of variations in data sources,
give a clear impression of the present unsatisfactory state of the manufacturing
sector in Bangladesh. The average annual growth rate of manufacturing output
has remained as low as 2.8% throughout the 1970s and 1980s. Sahota {199&
concluded that manufacturing productivity probably declined during the 1980s.
Other data show that investment as a percentage of GDP has been only about
1.85% during the 1980s. Bakht and Bhattacharya (1991, p. 7) estimated an
investment level of a mere 1.14% of GDP for the Second Five Year Plan period
(1980-85) and levels of 0.67% and 0.97% for the two following years
respectively.
Total employment in the large and medium scale formal manufacturing sector
has increased from about 310 thousand in 1974/75 to about 382 thousand in
1986/87. The average annual rate of growth in employment was about 1.6% from
1980 to 1987 (Bakht and Bhattacharya, p.23). The performance in terms of value
added is also disappointing. The share of the total manufacturing sector (large
and small scale) in total value added fell from about 10.7% in 1980/81 to
between 8.5% and 9% during 1986 to 1990. (Bakht and Bhattacharya, p. 32).
The general view is that the manufacturing sector has remained a weak
performer in the economy of Bangladesh. Sahota (1991, p. 163) further stresses
that the introduction of the New Industrial Policy (NIP) in 1982 has had little effect
on industrial growth. The poor performance of the manufacturing sector becomes
more evident in comparison with Bangladesh's main sub-continental neighbours.
While the share of the manufacturing sector in Bangladesh as a percentage of
GDP is only about 9% it is about 19% in India and 17% in Pakistan (World
Development Report 1992).
Sahota (1991, pp. 185-193) also draws attention to a wide set of factors that may
have contributed to the very poor state of the industrial sector in Bangladesh.
Reasons for Bangladesh's industrial stagnation (as viewed by many
industrialists) include”... lack of confidence in the stability of policies, bureaucratic
sloth and poor implementation of policies; labour code unfavourable to the
employer; indiscretion among workers; high cost of electricity; high returns and
low risk in trade and smuggling relative to manufacturing production; widespread
corruption; political patronage; and too many formalities and sanctions that have
to go through, which take a long time, during which government officials have to

be entertained”. (Sahota, pp. 184-85).

The two central causes for the poor state of industrialization, accordmg to
Sahota, are (a) price distortions giving rise to misallocation of resources, mainly
resulting from government assistance to high cost industries and (b) lack of
adequate attention to technology which is thought to be “ ... the most neglected
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factor of growth in Bangladesh ..." (Sahota, p. 185). Price distortions created
through government incentives to invest, protection from domestic and foreign
competition, and price and quantity controls have led to the misallocation of
resources. The high rates of protection have also acted as a disincentive to
efficiency, the creation of new industries, new inputs, new processes of
production, technologically improved machines and the production of new
products. Privatization following the New Industrial Policy (NIP) of 1982 has also
not had the desired effect, because the precondition of efficiency has not been
satisfied. Inefficient public monopolies have merely become inefficient private
monopolies.

Turning to technological efforts and achievements there is a similarly bleak
picture. While policy measures such as financial and fiscal support for the
promotion of supply of and demand for indigenous technology, support for an
agency for technology transfer, for commercial R&D activities, and for the
domestic development and production of spare parts are common in India, these
are very limited in Bangladesh.

While Sahota lists a number of general factors for the poor state of affairs, others
like Sobhan (1982 and 1990) and Rahman (1984)7 have heavily criticised the
aid-dependence nature of Bangladesh’s development. It is true that the
government saving as a percentage of GDP has fallen over the years, from over
8 percent of GDP in the pre-indpendence period to about 2 per cent in the late
1980s.8 Given the very low level of domestic saving, investment in
manufacturing, as in other sectors of the economy, has reamined heavily aid-
dependent.

Although various factors have contributed to the present unsatisfactory state of
industrialization in Bangladesh, we wish to focus on the state of technology
transfer -in the light of the findings, as already mentioned, from three industrial
sub-sectors. Given that the three indusdtries studied boardly represent three
different types of industrial technology, it is our belief that the findings are highly
representative of the manufacturing sector as a whole.

3. THE POOR STATE OF TECHNOLOGY TRANSFER :
FINDINGS FROM THREE INDUSTRY SUB-SECTORS

Before we present the findings from the three selected industries, two points may
be raised. The first point is a general one. There has been much criticism in the
Third World in recent years of the type of technology transfer that has
traditionally taken place in many of these countries, because the largescale
importation of machinery and equipment from the industrialized countries has
often involved technology of a ‘wrong’ kind and scale. This type of criticism
initially led to serious investigation, of the ‘appropriateness’ of imported
technologies. An important methodological approach in this regard has been the
identification and evaluation of alternative technologies by source and type.

Such an approach, while helpful in identifying profit maximizing technologies
does not help however in demonstrating whether the imported technologies
have been absorbed or not. The ability of a firm to absorb foreign technology is
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often referred to as the first stage of developing indigenous technological
capabilityw. the second stage being the ability to innovate and to produce
machinery and equipment. The presence of a capital goods sector is considered
to be the important for technology innovation. However, for innovation to take
place R & D activity is essential. Given the poor state of R & D in the industrial
sector in countries such as Bangladesh, the machinery producing firms tend to
copy some well-know foreign designs and, in some cases, to produce under
foreign licence, often using a high percentage of imported components from the
foreign (licensing) firm. It is true that in the process of copying some minor
technical improvements can and, at times, do take place but they are often
marginal in nature.

The second point is specific to the findings of the industry studies. Below we
point to some of the main findings for the three sectors.

(a) Leather Manufacturing

From an economic viewpoint, valid reasoning for technology choice should
include, among other factors, considerations such as the maximization of factor
productivity, quality of output and scale economics. These factors are not only
inter-related but also lead ultimately to the issue of profit maximization and or
cost minimization. In an ‘ideal’ world, different plant managements world behave
in similar fashion, selecting a cost minimizing and/or revenue maximizing
technology. But in reality there are variations and in an attempt to explain these,
we tested the following hypothesesd :

i) Enterprises with access to long-term credit, in domestic or foreign currency, will
tend to choose imported machinery and equipment, even if such machinery were
locally available.

i) Compared with less experienced investors, the more experienced with greater
familiarity with the technology will choose higher proportions of locally produced
techniques including, e. g. , wooden drums.

iii) There will be a positive relationship between the proportion of imported to total
machinery and equipment and the scale of production.

iv) There will be a significant positive relationship between leather exports and
the level of imported machinery.

Four multiple regressions were attempted to test the above hypothesas.” Only
the first hypothesis was found to be of statistical significance in all regressions (at
the 1% level). The scale of production has only been significant (at the 5% level)
in one case. Although we found that the influence of leather exports on
machinery imports was of no statistical significance, it should be pointed out that
the regression result had a negative sign in two cases, in which we had only
included firms producing up to crust/finished leather. We belieef this to be of
interest as it is inconsistent with the conventional belive that the level of
machinery imports is largely dependent on the level of leather exports.
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The findings of our analysis have important policy implications. Although locally
produced machinery and equipment were available, leather manufacturers often
chose imported equipment instead. This was even more disturbing when we
found that the machinery and equipment made in Bangladesh invariably formed
least-cost techniques at the small and medium scales of production (however, in
some sub-processes of large scale production, advanced European thechniques,
such as hydraulic shaving etc., were found to have cost advantages). Wooden
drums, which have been produced in Bangladesh for over 40 years, as well as
machines for fleshing, staking etc. are being produced-to-order and show
considerable cost advantages. Although some engineering firms in Dhaka and
Chittagong (the two areas with high concentration of leather manufacture) have
started to specialize in these products, leather manufacturers continue to import
machinery. The availabilty of long-term credit in foreign exchange and the
absence of any protection for the local machinery industry can be singled out as
the two main factors for the present situation. Given the industry’s high rates of
return (even 20% and above), one would expect the leather manufacturers to be
able to invest without those highly subsidised foreign currency loans. Indeed,
during the course of field work, experienced manufacturers of leather pointed out
that the Government should only provide the right atmosphere and sound policy
directions and stop creating a climate of easy access to subsidised credits.

b) Fertilizer Manufacturing

Foreign financial aid has been crucial in the development of the fertilizer industry
in Bangladesh over the past 30 years. There are now seven large scale plants
six of these producing urea from natural gas. These investments have taken a
very substantial share of total investment in the manufacturing sector. While the
amount of foreign financial aid involved has been substantial, the process of
investment decision-making has been far from satisfactory. Indeed, a myth has
developed in Bangladesh to the effect that any project is accepted if a foreign
source of funds is found. The case of the Jamuna fertilizer project serves as a
good example. Although the World Bank was advising the deferment of the
construction of the plant by at least two years, the public sector investing agency
concerned (Bangladesh Chemical Industries Corporation) went ahead with it
because a ‘favourable bid' had been obtained from Mitsubishi and the funds
were to be provided by the Japanese Government and the OECF (a Japanese
aid agency).

Table 1 gives an overview of the main supply sources of finance, process-
technology and machinery and equipment for six major nitrogenous fertilizer
plants in Bangladesh. The role of Japan has been crucial in the development of
the urea manufacture in Bangladesh, although sources from Weastern Europe,
North America and China have also been of great importance, The close
connection between the source of finance aid the source of technology and
machinery equipment is readily apparent.
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Table 1.
Source of foreign currency and technology in the various nitrogenous fertilizer
plants in Bangladesh’
Source of Technology supply Major General Contractor
foreign sources
Plants™ currency Name of Process Origin of machinery = Name Country of
Country & equipment: origin
NGFF  Japaness Ammonia :Chemico USA Japan  Kobe Japan
loan Urea : Chemico
Total Recycle USA
UFFL Yencredit Ammonia : TEC Japan Japan Toyo Japan
Urea : Toyo Engg.
Total Recycle Japan Corp.
(TEC)
ZFCL IAC Ammonia : UHDE, W.Germany W. Ger- Foster UK
Urea : Stamicarbon Nether- many, Wheeler
lands Italy, Ltd.
India,
: UK
PUFF China Ammonia : Chiness China China CNQOCC China
process
Urea : Chiness  China
process
CUFL  OECF, IDA, Ammonia : Kellog USA Japan, Toyo Japan
CIDA, ISDB, Urea : TEC-MTC Canada, Engg.
Japan Germany  Corp.
(TEC)
JFCL OECF, Japan Ammonia : Halder  Denmark N.A  Mitsubi- Japan
Topse bishi
Urea : SNAM- Italy
Progetti

Urea

granulation : NSM
NGFF= Natural Gas Fertilizer Factory
UFFL= Urea Fettilizer Factory Ltd.
ZFCL .= Zia Fertilizer Company Ltd.
PUFF= Polash Urea Fertilizer Factory
CUFL= Chittagong Urea Fertilizer Ltd.
JFCL= Jamuna Ferttilizer Company Ltd.
IAC=International Aid Consortium.
Source : Huqg and Islam (1992), pp. 43-44.
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The multiplicity of sources both for licences for process design and for machinery
and equipment has remained an important feature in the production of ammonia
and urea in Bangladesh. Althouth this may appear to be due to attempts on the
part of Bangladesh to choose the most economical production process and to
obtain machinery and equipment at competitive prices, information collected by
us suggests otherwise. In fact, the development of the industry has been largely
dictated by the availability of foreign financial aid, and the restrictions which
accompanied such aid often dictated the soruces of procurement.

Table 2.

Tendering, process evaluation and purchase of machinery and equipment in the
various nitrogenous fertilizer plants

Name of If inter If processes Selection of M/C and Any agreement
the plant national were separately equipments to procure
tenders tely evaluated- _ local M/C&
were tedbythe Tender- Evalua- Evalua- equipment
called recipient ing tionby tion by
for the soruce engi- Yes/No %of
project of pro- neering Local
(Yes/No) curement 'Tg?pe pur-
chase
NGFF  Yes. No Yes  No No  No Ni
UFFL Yes No Yes No No No Neg
ZFCL Yes Neg Yes No Partly No Neg
PUFF No No No No No No 10%
(friendship project) -
CUFL Yes Yes Yes Implicit Partly No Neg
JFCL Yes Yes Yes No N.A. No N.A

M/C= Machinery; Neg = Negligible; N.A= Not available.
Source: Hug and Islam (1992), P, 47.

Table 2 gives an idea of the nature of the selection process in the cases of the
various fertilizer plants producing urea in Bangladesh. Failure on the part of the
recipient to have the production processes and the machinery and equipment
requirments properly evaluated can obviously lead to poor investment decisions.
Considering that the investment evaluations have not been as one would have
desired, especially given the scale of capital involved, there is obviously room for
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criticism. It is apparent that investment decisions were often taken by non-
technical personnel, the participation of technocrats remaining peripheral or very
limited. Indeed, the investment decison for the plant at Polash (PUFF) was made
during a visit to China by President Ziaur Rahman in 1978, and subsequently
called a friendship project. Only in the three plants (those at Ashuganj,
Chittagong, and Jamalpur) were tenders invited, bids evaluated and, on the
basis of these, general contractors appointed. But it has since been reported that
the appointment of the general contractor for the Ashuganj plant (ZFCL) had
largely been by the aid donors through the World Bank.

The low to negligible involvement of the local engineering sector in all the plants
is striking. According to a study by the Bangladesh Steel and Engineering
Corporation(BSEC), it was feasible to have a high level of local involement in
terms of structural steel works, storage tanks and vessels including piping, but
the potential remained untilized. According to this study, as much as 37 per cent
of the total project works of a large-scale fertilizer plant could have been
completed locally.

Participation of Bangladesh in plant design and the supervison of their
construction has also been disappointing. There has been no local participation
in the design of any of the six fertilizer plants and only limited participation in the
supervision.The only exception was in the construction of the Polash Urea
Fertilizer Factory which accounted for a domestic share of about 30%, largely
due to demands both the supplier (China) and the recipient government
(Bangladesh.) While participation was negligible at the Jamalpur plant (which
came into production in 1991), it was nil at the remaining four plants.

One serious issue is the eagerness with which investments in the fertilizer sector
have been pursued. Given that the size of investment in each of the fertilizer
plants has been significantly higher than in many other investment projects in the
country, the low or even negative rates of return (2.4% to -5.2% at historical
levels of capacity utilization and depending on the technology used) have
obviously contributed towards low income growth in the industrial sector. From
the varicus reports which have been published since December 1990 (i.e.,
following the downfall of the previous Government), it is apparent that the
investment decision-making process in the public sector in Bangladesh was far
from satisfactory. During the second half of the 1980s three main investment
decisions were made in the fertilizer industry, two for new plants (at Chittagong
and Jamalpur) and one for the rehabilitation of the Ghorashal fertilizer factory
(UFFL). As may be seen from Table 3, the actual purchase price has reamined
significantly higher than the international price.
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Table 3.
Ratio of actual purchase price to international price in three fertilizer projects

Sector Corporation/ Supplier Ratio of Actual Purhase Price
Fertilizer Projects to International Price
Estimate 1 Estimate ||

BCIC ' !
Chittagong Urea Toyo Engineering 1.43 1.67

Fertilizer Ltd. (Japan)

Ghorashal Fertilizer

Toyo Engineering 2.44” N.A.
Factory (Rehabilitation) (Japan)
Jamuna Fertilizer Company Mitsubishi (Japan) 1.31 1.50

* This estimate needs to be treated with caution as it is difficult to get a correct
international price for the rehabilitation/expansion of an on- going project like this.

N.A= Not available.

Source : Hug and Islam (1992) p.80.

In our sensitivity analysis of the two selected technology variants for producing
urea from natural gas a set of profitablity estimates were calculated on the
assumption of fixed capital costing 20 per cent less than the prices actually paid
by the investor.’> On this assumption, the IRR was found to be (6%) for the
conventional technology variant. It is apparent that had Bangladesh succeeded
in carrying out the negotiations properly with the suppliers, the IRR of the
investments concerned (all these were of the improved technology variant type)
would have been much higher.

The way the contracts for a number of fertilizer plants has been arranged also
provides revealing information about the arbitrary nature of invesment decision-
making in Bangladesh. This is particularly disturbing as the size of the
investment involved has been enormous, between 75 to 82% of public sector
investment in manufacturing taking place in fertilizer plants alone between
1985/86 and 1987/88. It is apparent that the investment decision-making
mechinary has proved totally incapable of guarding against arbitrary decisions.
The Bangladesh investing agency concerned went ahead to sign a contract with
the Japanese supplier for the Chittagong fertilizer plant, without receiving the
required approval from the concerned Bangladeshi authorities. The renovation
project of Ghorashal Urea Fertilizer Factory provides another example of
investment decision-making without due regard for approval from the Planning
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Commission16 or from the Executive Committee of the National Economic
Council (ECNEC). The investing agency concerned (Bangladesh Chemical
Industries Corporation) even defied the opinion of the technical committee of the
Industries Ministry that implementation should be postponed.1” The investing
agency concerned submitted the project to the Ministerial Committee on
Purchase without obtaining, as conventionally required, approval of the Planning
Commission and the ECNEC. They went ahead with the rehabilitation project
even thought the time limit for the rehabilitation programme of the factory was
fixed up to 1995. It is therefore, not difficult to understand why the ratio of the
actual purchase price to the intenational price was so high. A similar story of
project selection and approval at a highly inflated price emerges from KAFKO, a
joint venture project with full guarantee from the Government of Bangladesh. The
investing agency concerned signed a contract with the supplier at US $459
million, although a significantly lower international tender (of US $273 million)
was received for a similar project from another supplier. It may be mentioned that
a Dhaka-based consulting firm has also estimated that the investment cost of a
fertilizer plant like this will be only around US $300 million. 8

(c) Machinery Manufacturing

Bangladesh has a large capital goods sector, built over the last 25 to 30 years,
with a number of large-scale plants capable of producing various items of
machinery and equipment. The original development took place mainly in the
public sector, but since the late 1970s the private sector growth, especially in the
small-scale sector, has been significant. Table 4 lists six of the plants and some
information regarding output and investment. As may also be seen from the
table, capacity utilization has generally remained at a very low level.
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TABLE 4.

CAPITAL INVESTMENT, EMPLOYMENT AND MAIN OUTPUT IN PUBLIC SECTOR
ENGINEERING PLANTS

(Value in Mil. Taka : 1990 prices)

Name of Yearof  Yearof Capital Employ- Main output Average
establishment estab- comple- invest- ment annual
lishment tion ment” (No.) capacity
(Tk. Mil) utilization
(1984-90)
Bangladesh 1967 1980 3,650 1162  Celtic lathe, 252
Machine Tools column drill,
Factory : power hacksaw
cutting tools
Dockyard and 1926 1961 270 906 Pump, sugar 709
Engineering (1986) plant repair,
Works, river
Narayanganj vessel
Cittagong 1967 1985 3,400 349  Shiprepair, 258
Dry Dock all type steel
structure
Khulna shipyard 1957 1967 324 1071 Ship building, 48
steel structures,
machinery of

sugar, paper,
chemical, ferti-

lizer industry

G.E.M. Co. 1967 1978 3,800 864Transformer, air- 20
Chittagong cooler. lightning
arrestor, dropout
fuse

Bangladesh 1968 1978 700 379 Diesel engine 28
Diesel plant (1 to 6 cylinder)

*
= Replacement value.

a = Estimated figures. In pure machine tools manufacture, the level of capacity utilisation
in BMTF was 2 to 4 per cent.

b = From 1986/87 to 1989/30.
Source : Hugq, Islam and Islam (1990). p.11.
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4. PROBLEMS OF AID-DEPENDENCE

In Bangldesh, there has emerged what may be called a “ dependency climate” in
which the two main parties involved—suppliers and recipients—have developed
strong common interests. The largest beneficiaries have been, of course,

suppliers from the aid-giving countries. As observed by Sobhan and Hashemi.21
“ Most of the aid is in the form of foreign courrency and hence spent abroad.
Some of the aid is directly diverted to foreign suppliers of goods and services.
The premium earned by these suppliers of equipment and material at non-
competitive prices, use of U.S. shipping lines (for U.S. aid) and employing foreign
consultants who are not really needed or can be locally substituted represents an
unrequited appropriation from the Bangladesh aid budget. “What is disturbing is
that “ the chances of reducing Bangladesh's dependence on aid is indeed
limited” as the situation has given rise to a small, urban interest group, with
considerable influence on Government, which continues to benefit from aid.
Indeed, foreign aid provides life support to the existence of a small interest group
whose emergence and growth has been intimately intertwined with the growth of

the aid program since 1971".22 A natural outcome of the situation is
overinvoicing and illegal transfer of funds, with the consequent adverse effect on
the cost of production in the concerned industries.

While it is not difficult to appreciate the concern expressed by many people about
heave aid-dependence, it is generally difficult, given the secret nature of trade
negotiations, to substantiate some of the issues that are likely to arise out of
such dependence. While remaining aware of this vital point, we discuss below
under two main headings important issues which are linked with foreign aid in
general and Bangladesh’'s dependence on foreign funds in particular. We also
believe that they are of central importance for the poor state of technology
transfer and industrialization in Bangladesh.

(a) Misuse of Resources
The issue can be highlighted with the help of the following points.

(i) Froeign financial aid is frequently given in the from of highly subsidised
credits, thus reinforcing the tendency towards high capital-intensity. The fertilizer
plants are very good examples of this tendency. In the case of the Chittagong
fertilizer plant, a total investment of Taka 15,585 million (exchange rate, Taka 35
=1 US $) has only been able to generate employment for about 900 persons. i.e.
about Taka 18.6 million of capital investment per job created. By comparison,
Taka 18.6 million invested in a garments factory could have created about 1000
new jobs. Furthermore the rate of return in the fertilizer industry has remained
very low. Extending the example to the leather industry, it is found that capital
costs have been pushed up by the import of machinery and equipment which
could have been produced locally at a much lower cost.
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(ii) Heavy dependence on aid has led to creation of overcapacity (this was
evident in all the three industries studied), thus- giving rise to high unit cost of
production. Under normal circumstances overcapacity is expected to eliminate
itself after a while: increasing debts, the unwillingness of banks to give further
loans and to extend existing ones to loss-making compaines, the mechanisms of
the stock-market and bankruptcy laws, all make sure, at least in principle, that
uneconomic operations cannot continue indefinitely. But in the case of
Bangladesh the above factors are not working, thanks largely to aid-dependence.

(iiiy The large sums and the personal interests of those involved on both sides of
the froeign aid donation process frequently give rise to corruption in the form of
overinvoicing and other forms of illegal money-transactions. Although it is difficult
to prove that overinvoicing and/or transfer of funds have act&z:aally taken place,
there are a few instances which suggest that this does occur=~ and below we
provide examples one each from the three selected industries. The first example,
from the machinery manufacturing industry, is the case of the purchase of a
dredger in 1990 from France for the Port %t Chittagong at a over cost of Taka
1270 million, without inviting tenders. 4 The dredger could have been
domestically produced at the Khulna Shipyard at a significantly lower cost.
Indeed, as early as 1985, the Khulna shipyard proposed to supply with technical
help from IHC Holland, a similar dredger at a cost of Taka 537.22 million. The
second case is the point of the import of over expensive machinery and
equipment in the fertilizer. Aithrough industry the three instances (under which
we have calculated a ratio of actual to international purchse prices) are likely to
have been subject to considerable aid-conditionality, the differences between
actual and international prices are likely to have been subject to considerable
aid- conditionality, the differences between actual and international prices have
certainly given scope for overoinvicing and illegal transfer of funds. The third
example is from the leather industry and this refers to the Savar Leather
Complex, recently built at a cost of Taka 610 million under a credit line from
Czechoslovakia. Various experts including two consultants employed by the
Bangladesh Planning Commission advised strongly against acceptance of the
project, but, nevertheless, the investing agency concerned (a public sector
agency) went ahead with it. (Hug and Islam, 1990 p, 33) Curiously, the present
Government of Bangladesh is seriously considering selling this plant to the
private sector at a price reported as something like one-tenth of the capital
investment incurred. It is strongly believed that a good percentage of the high
value of the original capital investment was due to over-invoicing and/or undue
over-charging.

(b) Aid Conditionality

The second issue refers to aid conditionality and may be highlighted as follows.

(i) Foreign financial aid is often donated under the implicit or explicit condition
that the funds are being spent on capital equipment, machinery and know-how,
originating from the same country as the financial aid. The link between the
source of foreign aid and the country of origine of the gereral contractor as well
as the source of machinery and equipment became évident in our fertilizer
industry study. The aid conditionality factor became evident recently in its most
naked from when the Japanese Government insisted that the Bangladesh
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Government must accept the Karnaphuly Fertilizer Project, in which Japanese
companies including Mitsubishi were heavily involved. Later Japan went so far as
to threaten to stop providing aid to Bangladesh after the Bangladesh
Government expressed reservations about the project. Following strong pressue
from Japan2®, Bangladesh eventually agreed to go ahead with the project. The
large-scale inport of items, many of which could be produced domestically
(ironically by the plants Specifically built with foreign to produce these goods), is
obviously neither helping Bangladesh's capital goods industries nor its research
and development activities. As data from the Fourth Five Year Plan (1990-95)
indicate, e.g., in the constract and/or repair in several areas of the power
generating industry, no supply of structural engmeenng is enwsaged although
Bangladesh have extensive capability in this regard . Whether this is solely due
to ignorance, or to the wrong belief that imported rnachlnery is superior is open
to debate. The situation is helping neither towards capacity utilization nor
assisting in the development of indigenous technological capability.

(i) The aid-dependence development mode has been largely responsible or
influencing policy decisions, resulting in the import of complete items of
machinery and equipment at a much lower import duty than that imposed on
parts and components which are often required for the local production of these
items<’. In order to encourage investors, low import duty has been levied on
industrial machinery and equipment: 2.5% for industrial plants located in less-
developed areas and 15% of developed areas. A low import duty of 15% is also
imposed on agricultural machinery including diesel engines. While low import
duties are also imposed on machinery and equipment, the import of various parts
and components has been heavily taxed (even 100% and 150% on some items);
importers of these items also had to pay sales taxes usually at a rate of 20%
while no such tax has been imposed on the industrial and agricultural machinery
directly imported by investors. Furthermore there have been also high import
duties and sales taxes on raw materials, such as aluminium and iron ingots, and
bars and rods, used as inputs in the engineering sector. These implications have
created severe price distrotions and have put a serious constraint on the
competitiveness of Bangladesh’s own machinery industry.

5. CONSLUSIONS

Bangladesh has become heavily dependent on aid. An aid-dependence synrome
has emerged and the prospect as regards self-reliance appears very bleak. This
climate of aid-dependence and the cheapening of capital, provided as soft loans
or as outright grants, have undoubtedly given rise to unduly capital-intensive
investment and to the creation of over-capacity, not to mention the misuse of
some of the investment-funds through bribery and over-invoicing. The availability
of capital to public sector projects through foreign aid and suppliers’ credit, with
aid conditionality, has largely been responsible for the aggressive purchase of
machinery and equipment from foreign, often donor-country, sources, while local
sources have been neglected. That cannot be conducive to the development of
indigenous technological capability. The damage has been exacerbated through
government policies which, perhaps an outcome of the aid- dependence climate,
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have consistently encouraged imports of machinery (as by low import duties) and
have discouraged exports of domestically produced machinery and equipment
(through, among other things, tax anomalies).

The findings of the three industry studies, considered with respect to
effectiveness of the government's role, reveal an unsatisfactory state affairs.
Supervision by the Bangladesh authorities of the aid-assisted process of
industrialisation has not been adequate. There has been lacking, it world appear,
both a coherent overall strategy in terms of which different policies are made
consistent, and on top of that it seems there have been serious failures on the
part of the Bangladesh Government in negotiating aid-funded projects.

It is difficult to avoid the impression that insufficient attention has been given to
the question of which industrial sectors should be developedor supported. A
disproportionate amount of manufacturig investment has been committed to the
fertilizer industry, expanding capacity beyond the requirments of domestic and
export demand. The scale of development of this sector seems to owe more to
the sales objectives of foreign suppliers of fertilizer manufacturing plant than to
considered appraisal of the needs of the Bangladesh economy. The machinery
manufacturing sector, potentially a key element of a dynamic manufacturing
economy, has received little support. Orders for machinery and equipment for the
fertilizer industry, the leather industry and other sectors which could have been
supplied by the domestic industry have gone to foreign suppliers, whether on
account of pressure form aid donors or because of anomalies in the system of
import duties which discriminate against domestic machinery manufacturers. Nor
has any attempt been made to explore export possibilities for the machinery
sector. At the level of particular projects, appraisal and supervision appear to
have been slack. Too often investment costs seem inflated and too little attention
has been given to ensuring that equipment is of the appropriate type and is
supplied from least-cost sources which could, in some instances, have been
domestic sources.

More needs to be done to “ manage” aid. It is evident from what has happened in
the case of Bangladesh that the development/ planning authorities need to take
greater care in ensuring that available aid is utilised as effectively as possible
and that the balance of benefit from the aid-giving process is not tilted too far
towards the donors and towards the narrow interests of a mainity group in the
aid-receiving country. Aid without adequate management by the authorities of the
recipient country is likely to be of limited effectiveness.

Notes

1. In the First Five Year Plan (1973-78) the planners were more concerned
with the revival of the industrial sector following the damages caused during
the War of Independence. Subsequent plans appear to have failed to
articulate the argument for industrialization, or it may be that the need for
making such an argument was not felt.

2. See, for example, Prebisch (1950): Singer (1950); Lewis (1954).
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Sobhan (1990), p.3.

See Hug and Islam (1990); Hug and Islam (1992); Huq, Islam and Islam
(1993).

Bakht and Bhattacharya (1991); Sahota (1991).

This is the rate since 1965, the same rate as calculated separately from
1980-90. Comparable figures for some other countries are as follows: (a)
India, 4.5% (1965-80) and 7% (1980-90), (b) Pakistan, 5.7% and 7.7
respectively, (c) China, 8.9% and 14.4% respectively, and (d) South Korea
18.7% and 12.7. respectively. See, World Development Report 1992, p.220.

See for example, Rahman (1984); Sobhan (1982); Sobhan (1990).

Khan and Hossain (1989). Domestic savings rate as a percentage of GDP in
1990 has also remained as low as 2%. See also World Development Report
1992.

See, for example, the industry studies carried out at the David Livingstone
Institute series on the choice of technolgy under which ten industries were
individually studied including the following. M. M. Huq and H. Aragaw,
Choice of Technique in Leather Manufacture, Scottish Academic Press,
Edinburgh 1981 and B. A. Bhat and C.C. Prendergast, Choice of Technique
in Iron Founding, Scottish Academic Press, Edindburgh 1984. See also
Pickett and Robson (1986).

See, for example, Forsyth (1987); Dahiman and Westphal (1983); Enos and
Park (1987); Lall (1987). See also country case studies on technology
transfer conducted by the Bangalore-based Asian and Pacific Centre for
Transfer of Technology.

Two of the regressions were carried out with 24 observations and the other
two with 18 observations. The results are reported in detail in Hug and
Islam (1990, pp 50-54).

The seventh plant is the Triple Super Phosphate complex at Chittagong
which produces phosphate from inported inputs.

Bangladesh Steel and Engineering Corporation (BSEC, 1989).
Ibid. p. IV-1. The point refers to Jamuna and Karnaphuly Fertilizer Projects.
See Huq and Islam (1992), Chapter 5.

A recent report prepared by a committee headed by Professor Igbal
Mahmud provides some revealing insights. For example, the contract
between BCIC (the investing agency) and TEC (the Japanese supplier) for
the project “was signed on 26.10.88 and work order was given before the
viability of the project was finally considered by competent authorities like
the Planning Commission or ECNEC.....Even the fromal preliminary approval
of the President for consideration of the project was obtained on 11.2.89 i.e.
after the contract was signed”. See Ministry of Industries,Government of
Bangladesh (1991) ,h.21.

The Observer, 31 July 1991.
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18. Information collected from a highly reliable source the field trip.

19. For arguments in this regard, see Dahlman, Ross-Larson and Westphal
(1987). See also Enos and Park (1988); Westphal, Kim and Dahiman
(1985).

20. The following nine sub-sectors have been studied: Machine tools production;
Cotton textile machinery; Jute textile machinery; Leather machinery; Plastics -
machinery; Sugar machinery; Electrical machinery and equipment;
Manufacture of diesel engines; and Structural engineering; see Huq et al.
(1993).

21. Sobhan and Hashemi (1990), p. 167.

22. Ibid, p. 167.

23. The Sangbad (Bengali Daily Newspaper), 12 August 1992.

24. Following the overthrow of the dictatorial government in December 1990, a
number of revealing information is coming out regularly. One of these refers
to the purchase of ATP aircraft from Britain at a highly inflated price,
involving large transfer of illegal funds. See The Ittefaq (Bengali Daily
Newspaper). 20 March 1991.

25. According to one of the top industrialists of Bangladesh, “ The Government
(of Bangladesh) has been compelled due to donor pressure especially from
Japan to go ahead with the project. There are donor realities which have to
be accepted by developing conutries." This is taken from a letter written by
this industrialist to the author on 17 March 1992.

26. Hugq, Islam and Islam (1992). Chapter 4.

27. Ibid, Chapter 2.
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Labour Force Statistics on Women in

Bangladesh
Khaleda Salahuddin *

I. INTRODUCTION

1. In modern times, scientific analysis of statistical data constitutes the starting
point in policy making. Statistics have a powerful influence on perceptions, and
thus on development plans and the allocation of resources. For this reason,
inadequate and inaccurate labour force statistics regarding women can have an
adverse effect on women'’s status as well as on their chances of obtaining
employment or making contributions to their country’'s economic development.
Labour force statistics have come under heavy criticism in recent years. In
developing countries including Bangldesh, they have been criticized for their
inaccuracy and incompleteness for women . Much of women’s labour force
activity has gone unreported or underreported. Partly for this reason, women are
frequently excluded from the main frame-work of development plans and the
allocation of resources, even through their work in both market and non-market
activities is often essential to the survival of their families. In the Fourth Five Year
Plan, the policy objective of main streaming women in development activities has
been adopted, but its implementation becomes difficult if accurate statistics
information is lacking. :
Official statistics frequently portray women as economically inactive members of
society. But their labour, especially among the poor, has been found by many
studies to be essential for the survival of their families. In a number of national
and international forums, the deficiencies of female labour force statistics have
been pointed out, and recommendations made to take immediate steps to
improve data on women so that the important economic role play by women may
be reflected in labour force statistics (e. g, United Nations, Economic and Social
Council, 1979; United Nations ESCAP, 1982). i

Il. WOMEN’S LABOUR FORCE PARTICIPATION IN BANGLADESH
Il.1 Statistical data on female labour force participation collected by success ve-
censuses in Bangladesh provide an example of such short comings as has been
mentioned earlier. Bangladesh census data consistently show female labour
force participation rates to be very low.
The usual contention is that because of the social normal of seclusion and lack of
employment opportunities in underdeveloped countries like Bangladesh, female

Member of “Women for Women" A Research and Study : Group and Vice Chaiperson of
Bangladesh Unnayan Parishad : A Centre for Research "and Action on Environment and
Development.”
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participation is much lower than in developed industrial countries. This view is
supported by the traditional census data.

Il 2. Labour Force Participation Rate Defined

The overall labour force participation rate is defined as the ratio of the number of
men and-women who are either employed or able; willing and looking for jobs at
a given time to the total population (crude pamcjpation rate), or to the population -
in the relevant age group, say .10 years and above (refined rate of participation).
Both the crude and a fined labour force participation rates for women in
Bangladesh are incredibly low.

it

Table 1

Crude Activity Rates by Sex and Residence
over the period of 1961-1981.

Residence Sex Census Census Manpower Survey, Census
1961 1974 1980 1981

Bangladesh Both sex 34.3 28.7 31.1 27-00
: Male 56.2 531 55.2 49-00

Female 10.8 26 3.8 2.00

Urban Both Sex 34.6 31.7 314 30.00
Male 56.3 54.3 52.6 52.00

Female 9.1 3.7 5.8 2.00

Rural Both Sex 34.2 28.4 31.0 28.5
Male 56.0 52.8 55.5 49.00

Female 14 25 36 2

Source : Statistical Year Book 1984.

Table-1 shows crude activity rates for the people of Bangladesh by sex and
residence over the period of 1961-81 as revealed by the census data of 1961, 74
and 81 as well as the Manpower Survey of 1980.

Data presented in Table-1 shows that female labour force participation rates are
not only incredibly low, but also had shown a clear decline over the years.

The crude labour force participation rates for women were 10.8 per cent in 1961,
8.6 per cent in 1974, and 2.8 per cent in 1981. The Manpower Survey of 1980
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shows a little higher rate (3-8%), while the coresponding census figures for men
in 1961, 1974, 1981, and Manpower survey of 1980 are 56.2, 53.1, 49.9 and
55.2 respectively. The female participation rate for the urban area also reveals
an nexplicable trend from 9.1 per cent in 1961, the female participationrate
slumped to 3.7 per cent in 1974 and stood rooted at 3.7 perc ent in 1981. The
Manpower Survey of 1980, however, shows a slightly higher rate (i. e. , 5.8%).
_ The corresponding figures for men in 1961, 1974, 1981 and Manpower Survey.of
1980 are 56.3, 54.3, 52.1 and 52.6 respectively.The participation rates for rural
women show a sharper decline as compared to the urban rates.
The rates for the rural women are 11.1 per cent in 1961, 2.5 per cent in 1974 and
2.7 per cent in 1981. The Manpower survey of 1980 shows this rate to be 3.6.
The corresponding figures for rural men are 56.0 in 1961,.52.8 in 1974, 49.6 in
1981 and 55.5 in 1980 Manpower Survey.
The labour force participation rates men and women, as revealed by the census
data, not only show a wide male/female disparity but also point to a difference in
the extent of variations in the participation rates for men and women. While the
male participation rates show little variation over the years, the female rates
show a sharp decline between 1961 and 1974 & '81.
The refined participation rates as expected, also reveal the same phenomena.

Table-2
Distribution of Population by Sex and
Economic Activities, 1961-81. (in per cent)

1961 1974 1981 _
Population aged 10 year Male Female Male Female Male Female

Civilian labour force

1. National 8757 1722 80.41 4.13 73.93 4.
2. Rural 87.93 17.93 80.82 3.98 73.00 4.
3. Urban 81.82 14.29 73.08 5.56 69.09 5.

Source : Statistical Pocket Book of Bangladesh 1980

Table-2 shows the refined male/female participation rate in civilian labour force
as revealed by 1961, 1971 and 1981 censuses. The census data show that the
gender differentials in the refined labour force participation rates are very high,
but the variation in the rates for men is very little over the years and much lower
a compared to that women. From 17.22 per cent in 1961, the female labour force
participation rate declined sharply and stood at 4.13 per cent in 1974 and
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remained more or less there (4.30 per cent) in 1981.

The census (1974 and 1981) attributes the decline of female labour force
participation to the definitional change, the suitability of which (definition) was
questioned time and again. The explanation was that in 1961 census many
housewives were included in the labour force, because they involved in family
farm activities. This brings us to the question of the definition as well as of the
significance of female participation ratios. '

The suspicion was that these census data might be of limited value for policy
purposes. A discussion on this is likely to clarify the point raised.

In the census, the gainful workers and job seekers and included in the lab- our
force. “The gainful workers are those who report some economic activity as their
major occupation”. In Bangladesh, specially in the rural areas, these definitions
are totally inapplicable. Here housework and household farm production are
inextricably intertwined. In accordance with the norm of a traditional patriarchal
society, the role of the housewife is still considered “supreme” in a Bangladeshi
household. It is, therefore, natural that they will rarely report anything else than
the activities related to housewifery as the major occupation. Therefore only
those women who are employed by others and are directly earning an income
will be included in the labour force. And the fact remains that women in this
category are a small portion of actual workers. i

Again few women will be entered in the job seekers or unemployed category
because wage-employment by women is not viewed with dignity and so it is
usually kept a secret if one is working in such a job or is looking for one (Islam
1985). Only a few educated urban women looking for white collar jobs are likely
to report their unemployment.

This definition based on primary occupation will create yet another anomaly. For
instance, a rich farmer performs a supervisory duty for, say, 18 hours a week and
is not involved in domestic work. He reports agriculture as his major occupation
and is included in the labourforce. But a women belonging to a farm household is
involved in house work for, say, 32 hours who reports house Work as her main
occupation and is excluded from the labour force. This inconsistency makes the
male / female comparison of census data impossible.

Under the circumstances, census data can hardly be used as an indicator of
female involvement in economic activities, specially in the rural areas, and
therefore have extremely limited use for policy making on women and women's
employment.

Review of studies on women's involvement in productive activities indicates that
1974 and 1981 census figures on female labour force participation are likely to
be gross underestimations. Some micro studies such as the Rural Industries
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Study Project—Final Report (BIDS, 1981), Socioeconomic Evaluation of the

Chandpur 11. Irrigation Project (Bangladesh Unnayan Parishad, 1982) record

female participation rate between 8-18 per cent. The World Bank puts it at 11 per

cent and projects female labourforce participation rate to rise to 15 per cent by

2000 AD. (World Bank : Bangladesh, March, 1983).

lll. Factors Contributing to Inaccuracies in Reporting Women's
Labour Force Participation

The inaccuracy with which women’s participation is reported could be related to
factors such as :

i) quality and / or biases of interviewers;

ii) biases of male respondents and / or lack of knowledge on the part of proxy-
respondents;

iii) poorly constructed questionnaires;

iv) ambiguous and ill-understood definitions of labour force participation.
(Richard Anker, M. E. Khan and R. B. Gupta, 1988).

3.1 Interviewer

Labour force data are generally collected through large scale surveys and/or
census. Interviewers in large-scale surveys and census=s generally work under
extremely difficult circumstances and are often undertrained, underpaid and
undersupervised. They usually enter a village one day and leave it the same day,
or atmost stay for another day. They are always in a hurry to complete their
assigned work. /
Moreover, interviewers tend to be from a higher social class, more educated than
the overwhelming majority of the respondents and as a result they sometimes act
in a “superior’ manner, thereby biasing answers by “directing” respondents
towards what they consider to be correct answer. This would again imply an
underestimation of female labour force.

Another possible problems in collecting female labour force data in developing
countries like Bangladesh is related to the sex of the interviewer. It is generally
believed that male interviewers deliberately show a downward bias in the
reported level of female labour force activity, since men are more likely to hold
the preconceived concept of women as “housewives” (e. g, Baster 1982; United
Nations 1980).

It is a fact that in some countries, such as India male interviewers find it difficult
to interview women. Consequently at the very least in such countries the sex of
the respondent and the sex of the interviewer are related, which intern implies
that the sex of the interviewer would cause female labour force data to be biased
in answerers differed according to the sex of the respondent. (ILO, Women,
‘Work and Development-16, 1988 p. 11). Other problems are related to the
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presence of other persons during the interview which is likely to affect the
answers.

li.2 Questionnaire

Questions on labourforce typically begin with a question which divides persons
into two categories. (i) active and (ii) inactive (those our of the labour force and
those unemployed). ;

Examples of typical labour force questions demonstrate how these questions
depend on or can be reduced to, one key word or phrase such as “main activity”,
“job”, “work”, “secondary activity “,"for pay or profit". ; :

When respondent in the third world countries including Bangladesh are asked to
answer typical labour force questions having those key words mentioned above,
are they translated meaningfully into the local language? -

World Fertility Survey (1975) reveals that censuses and labour force surveys
typically use questions whichrely on key worlds like “main activity/major
occupation”, “work”. “job”, “secondary activity” , “for pay or profit” etc. and the
respondents of the Third World countries often fail to understand what survey
organisers and labour statisticians mean by such key works and phrases. Some
respondents consider a “job” as paid wage or salary employment. While “work” is
considered to include all time consuming activities required for families’ survival. .
For Bangladeshi women (like women of most other Third World countries)
domestic activities constitute the major responsibility. A farmer's wife does not
consider processing or preservation of grain or other agriculture related activities
in the household as work” in economic sense.

It can be argued that the well-known fluctuations and non comparability of female
labour force data from 1961, 1974 and 1981- Bangladesh censuses resulted
largely from changes in the definitions of key words and the lack of
understanding of the meaning of the key words on the part of the respondents.

11l.3 Respondents

In developing countries, particularly in rural arses, respondents tend to be
hospitable and cooperative. They also tend to bias answers towars socially
accepted norms to please the interviewer. As mentioned earlier, in countries
such as Bangladesh, where women working for someone other than in her own .
household to earn an income is often considered a symbol of low status, there
may be a general tendency for respondents deliberately to understate the labour
force activity of female household members.Dixon (1982) believes that
underenumeration of women in agriculture is due largely to the reluctance of the
male farmers to tell people that their wives and children are working for others. It
happens mostly in Muslim countries. ;

A second problem which may influence answers is that the respondent and the
person for whom information is collected are not necessarily the same person.
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Indeed, - when information is collected on all household members (as is usually
the situation in censuses and surveys), it is common for one member of the
family-usually the head of household- to provide labour force information for all
household members.

In most surveys, no consideration is given to whether or not respondents are
self-respondents or proxy-respondents. Interviewers are usually instructed to
interview the “head of the household” (usually considered to be a male) if that
person is present. But the male respondents may not have detail knowledge on
the activity patterns of the female household members.

However, many women end up as respondents, especially.in countries such as
Bangladesh, where men are more likely than women to be working way from
home. The male/female ratio among respondents is associated with the time of
the year when interviewing is done (especially in areas where agriculture is
important), with the time of the day and the day of the week when interviews are
held and whether or not it is socially acceptable for male survey people to
interview females. (ILO, Women, Work and Development, 16, 1388 p. 17).

lll. 4 Definition of Labour Force Activities

It has already been mentioned that the respondents face difficulties in answering
general “key” word-based labour force questions. It becomes even more obvious
when one considers the ambiguities involved in the internationally accepted
definition of labour force activity that is, what such words as “job”, “main activity”,
“main occupation” etc. are supposed to mean. The internationally accepted
defniitions of labour force activity are as follows :

1954 -Persons who perform some work for pay or profit (ILO, 1976)

1966 - All persons of either sex who furnish the supply of labour for the
production of economic goods and services, (ILO, 1976).

1982 -All persons of either sex who furnish the supply of labour for the
production of economic goods and services as defined by the United Nations
systems of national accounts and balances. (ILO, 1982).

The “key” words or phrases in these definitions have changed over the years, but
all of them refer to activities which are “economic” in nature. But it is still
necessary to know how economists and labour statisticians define “economic”
_ activities, and therefore, labour force and non-labour Force activities.
International recommendations of the conference of Labour force Statisticians
(1982) defer to the UN system of national income account statistics. Thus,
activities which, according to the United Nations, result in goods or services
which are included in G.N.P. statistics are considered to be “economic” (and
therefore labour force) activities. All other activities are considered to be “non-



192 Bangladesh Journal of Political Economy Vol XIll No. 1

economic” (and therefore non-labour force) activities. It means market oriented
activities related to wage or salary employment and /or enterprises are clearly
considered to be labour force activities.

Theoretically, many activities oriented to self-consumption such as subsistence
agriculture, house construction and improvement, milking animals and
processing food are labour force activities.

According to these systems (of national income accounts), the production of
economic goods and services should include all production and processing of
primary products, whether for the market, for barter, or for own consumption (ILO,
1982).

All primary products should, in principle, be included in gross output (in national
income) whether for own consumption, for barter or for sale for money. It is also
desirable to include in gross output : (i) the output of producers of other
commodities, which are consumed in their household and which they also
produce for the market and (ii) the processing of primary commodities by the
producers of these itimes ignored to make such goods as butter, cheese, flour,
oil, cloth or furniture for their own use though they may not sell any of these
manufactures”. (United Nations, 1968).

According to the above recommendations, many of the activities in which women
in developing countries are engaged should be regarded as “economic” in nature
and therefore as labour force activities. For example, rural women in
Bangladesh are engaged in such activities as animal husbandry (tending,
milking, etc.), and activities for own consumption or sale of self produced primary
products such as processing food for storage (preserving, grinding, etc.). and for
family use. Yet the current distinction between economic (labourforce) and non-
economic (i. e., non-labour force) activities is often illogical or impractical to
implement in the data collection stage.

For -example, processing of food for preservation such as preserving making
butter or cheese, husking of rice, slaughtering of animal, grinding of grain, should
be considered to be economic labour force activities, but cooking should not. The
dividing line between cooking and these activities is often very difficult to make.
The construction and improvement of other houses are economic/labourforce
activities, whereas repairing of one’s own house is not. Yet, in Bangladesh
between repair, improvement and even construction since houses are frequently
under repair, construction or imporvement and women spend several hours a
day every few weeks resurfacing their mud floors.

In addition, one observes in national practices that only certain subsistence type
activities are considered to be labour force activities. Thus, free gathering of
wood and fruit for family use, and milking animals for family use are generally not
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considered to be labour force activities.

Blades (1975), in a survey of national practices in 70 developing countries on the
inclusion of the value from subsistence activities in national incomes found that
71 percent of these countries included imputed value for forestry activities (e. g.,
cutting wood), 39 percent for food processing, 50 percent, for handicrafts and 7
percent, for water carrying.

Many of the labourforce/non-labourforce distinctions currently in use are from
logical. Where as planting, weeding and harvesting are always considered to be
labour force activities, preparing food in the home for later consumption (e. g.,
grinding, preserving, threshing) is not in practice usually considered to be
labourforce activities. Again, while crop production for self consumption is always
considered to be a labour force activity, tending animals and milking for self
consumption is not. Examples can be multiplied.

One possible explanation for anomalies such as this is a straight forward sex
bias in national practices. One can easily notice that activities where women are
active (such as subsistence animal husbandry, free gathering and food
processing) are not usually considered to be labour force activities. It looks as if
the criteria have been made on the basis of existing knowledge on male and
female activity patterns.

In the light of the arbitrariness involved and what is often found to be an
activities, some have questioned the appropriateness of these distinctions for
rural areas (e. g., Myrdal 1968; Beneria 1982; ILO 1972; Connell and Lipton
1977).

A United Nations report concluded that “accurate figures on women's economic
contribution are almost impossible to attain in most parts of the region. In the
non-market sector where most women works, the distinction between economic
and non-economic activities is seldom clear and most arbitraily applied. The
activities of many women have only a weak attachment to the traditionally
defined workforce.” (United Nations 1877).

Among the Third World poor virtually all adults and sizeable numbers of children
engage in “economic activities” in order to help the family meet its basic needs .
Much of this work occurs outside the market place .

Under the circumstances, there is clearly a need for several labour force
medsures that indicate the type (e. g., paid, not paid) and level (e. g. , part-time,
full-time) of labour force activity based on different definitions of “economic”
activity. It seems there can not be one correct definition of labour force and non-
labour force activities must be ambiguous and arbitrary for subsistencetype
activities.

Additionally, all aspects of labour supply and labour markets can be covered by
one definition. Furthermore, there is a great variation in the accuracy with which
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data on various segments of the labourforce tend to be reported.

ii)
iii)

iv)

i)

iv)

In the light of the above, four labourforce definitions were proposed by Anker
(1983 a and 1983b). These definitions are :

paid labourforce

market labour force.

ILO labour force;

extended labour force.

The four definitions from the narrowest to the broadest are as follows :

Paid labour force includes persons in wage or salary employment for which
theyare  paid in cash or in kind. This definition corresponds fairly closely
to the employment status category of “employees” in current use.

Market orientated labour force includes persons engaged an activity on a
family farm or in a family enterprise or business that sells some or all of its
products. The following are included in the market oriented labourforce :

a) employers

b) own account workers;

c) unpaid family labour;

d) members of producers cooperativs.

ILO labour force includes persons engaged-in activities whose products or
services should be included in the national income accounts statistics
according to United Nations recommendations.

Extended labour force includes persons engaged in activities not included in
the most recent United Nations recommendations, but which none the less
contribute to meeting their family’s basic needs. The “extended labour force “
includes activities such as gathering and preparing fuel (e.g., gathering sticks
and wood, preparing cow dung cakes, fetching water etc.)

Such data would indicate the high activity level of women thereby helping to
dispel the mistaken notion that women have nothing to do and thus they are a
labour reserve with free time on their hands.

Such data would also be useful for ‘planners interested in knowing how basic
needs satisfaction changes overtime, since increases in the measured G.N.P.
also involve partially offsetting decreases in the unmeasured oulpul from
household and subsistence activities.



f

Salahuddin: Labour Force Statistics on Women 195

IV. NEW EXPE RIMENTS IN THE COLLECTION OF DATA
ON WOMEN’S LABOUR FORCE PARTICIPATION

4.1 In 1989, Bangladesh Bureau of Statistics initiated new experiments in some
areas of data collection on labour force participation of Both the sexes with
spectacular results.
In Bangladesh, the activity pattern of rural women is fragmented. They engage
themselves in many activities, each for a short duration in terms of time. In
addition, they perform many activities simultaneously. As a result, information on
singular activities is insufficient to depict, measure or understand the labour force
- activity of rural Bangladeshi women. Rather, it is necessary to aggregate multiple
activities ignored to obtain accurate labour force estimates.
The Labour Force Survey (LFS)1989, conducted by the Bangladesh Bureau of
Statistics (BBS ), introduced a new type of activity schedule to collect labour
force statistics. The questionnaire/schedule included multiple activities
substituting a single ‘main activity’ of the traditional type.
The detailed responses received from such questions on muiltiple activities and
time spent on such activities improved the labour force statistics on women
tremendously. The following table illustrates the point.

Table 3
Labour Force Participation Rate by Age-group

Sex and Residence, 1989.

Age Group Participation Rate (Per cent)

X Both sexes Male Female
Bangladesh (RAR) 71.65 80.99 31.37
10-14 3 36.38 40.90 61.58
15-19 63.61 70.71 55.23
20-24 7237 82.49 64.92
25-29 83.83 96.50 68.92
30-34 83.72 98.77 74.96
35-39 89.42 98.46 78.04
40-44 88.38 98.34 76.89
45-49 87.56 98.33 75.66
50-54 84.91 96.81 73.49
55-59 83.05 95.71 67.85
60-64 76.15 89.42 57.96
65 + 54.29 65.26 33.53

Note : RAR - Regived Activitis Rate
Source : BB S, 1988.
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LFS (1989) shows that the refined activity rate for women (labour force
panicipaﬁbn rate for women) was 61.58, whereas this rate was shown to be 8.0
by LFS, 1983-84. The above table shows that in the age group of 35-39 years,
women’s participation was as high as 78 percent in 1989.
The male participation  rate did not seem to vary much between 1983-84 and
1989. LFS (1983-84) shows that the RAR for men was 78.3 and LFS (1989)
__reveals that the refined activity rate for men stood at 80.99. For women,
_ however, the variation seems to be tremendous. Female participation rate as
revealed by LFS (1989) is more than 7 60 times higher than the rate shown by
LFS (1 983_-84). We believe that it is largely attributable to the changes introduced
in the method of collection of labour data in 1989 Labour Force Survey by BBS.
In the rural areas also, L F S (1989) shows that the female labour force
participation rate (refined) stood at 67.37 per cent, while it was shown to be 7.4
per cent by LFS (1983-84) and 4.1 per cent by Census, 1981.
High female labour force participation rates as revealed by LFS 1989, to a large
extent, are likely to be the contributions of the factors such as inclusion of a
number of activities in the activity schedule and, better comprehension of the
questions by the respondents and, therefore, better responses received from
them.
An exercise done by the BBS shows that if only poultry rearing activity is
excluded from the multiple activities performed by women, the female rate of
participation (RAR) in 1989, comes down from 61.58 per cent to only about 26
per cent. It is, therefore, necessary to include in the activity schedule a deiailed
list of activities generally performed by women, specially rural women, to achieve
accuracy in depicting the real picture, “
IV.2 A Methodological survey jointly conducted by ILO and ORG (Operations
Research Group), Baroda, Uttar Pradesh, India, was designed to indentify
factors causing under-reporting of female labour force activity in many censuses
and surveys. The survey findings reveal interesting information relating to female
labour force statistics in India.
A simplified activity: schedule was used in the Methods Test. Respondents were
asked about the performance of 13 important activities. Each of the activities
(such as agriculture for others, agriculture for family, processing food for storage,
self-employment, non-agricultural wage employment, free gathering of wood etc.)
listed in the schedule was read out to the respondent who was asked to indicate
whether or not the woman, on whom information was being collected, had
performed the activity during the past year.
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The findings of the said survey show that the participation rates of Indian women
are much higher as compared to the rates shown by the successive Indian
censuses. :

The paid labour force participation rate is approximately 13 per cent, while rates
for the market, ILO and extended labour forces are approximately 32, 88 and 91
per cent respectively.

On the other hand, Indian censuses reveal that in 1961, the labour force
participation rate for rural women aged 5 years and above was around 81
percent, while these rates stood at 16 percent in 1971 and 24 percent in 1981.
However, Indian censuses used traditional type of activity schedule emphasmng
only “main activity” as well as key words like “work for pay or profit” “‘job”, “wore”
etc. '

V. SUMMARY, CONCLUSION AND RECOMMENDATIONS

Labour force participation rate is an important indicator to show how and to what

extent our human resorces are participating in the production of foods and

services. In the Fourth Five Year Plan of Bangladesh, main streaming of Women
in the development activities has been adopted as one of the policy objectives.

But inadequacy and inaccuracy of data on labour force participation of women

are found to be among the main stumbling blocks in operationalising that policy

objective. ' ‘

Evidence from the research literature on difficulties in measuring female labour

force participation due to misreporting underreporting indicate that factors

contributing to such a situation include :

i) poorly constructed questionnaires;

ii) bizsarrln interviewers;

iii) biases & lack of knowledge of the male proxy respondents relating to the
activity pattern of the the women in the household;

iv) ambiguous and arbitrary labour force definitions. It was found that in
Bangladesh (as in many other Third world countries) censuses, labour force
surveys use questions that rely on some key words like “job”, “work”, “main
activity”, “pay or profit® etc. which are poorly understood by respondents.

6onsequentiy, successive censuses and many labour force surveys show very
low labourforce participation rates for women which help create a wrong notion
regarding women’s status and level of labourforce activity in the various sectors
of the economy, creating obstacles in formulating a policy frame work for
mainstreaming them in the development activities.

However, introduction of changes in the construction of survey questionnaire /

activity schedule by BBS in 1989, has brought about a tremendous improvement
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in the collection of labourforce data on women. LFS (1989) shows a female
participation rate (RAR) of 61.58 per cent as against 8.0 per cent shown by LFS
(1983-84).

Methodlogical surveys designed to identify reasons for the under reporting of
female labourforce activity introducing necessary changes in the methods of
collection of labour force data on women (as well as men), in the light of the
findings of those surveys are likely to improve the situation tremendously.
Recommendations

i

In the light of the inherent ambiguities of accepted definitions in the census
& surveys with regard to subsistence activities, and the resulting frequency
with which respondents misinterpret what should or should not be
considered economic or labour force activities, general key activity”
“earning” “work” “pay or profit" etc. should either be dropped or used in
combination with questions schedules which mention specific activities (both
subsistance and monetary). At present women's labourforce activities too
often go unreported because these activities are related to household tasks
(e. g., milking animals, subsistence farming) and consequently many
respondents do not consider them to be “work” or “main activity”.

The collection of information on multiple labourforce activities should be
encouraged. Unless such data are collected, it is likely that the true extent of
female labourforce activity in the rural areas of the third world continue to be
grossly underreported. '
Official statistics should report several measures of the labour force. In this
way, the multifaceted needs of development planners can be met and the
different economic contributions of various population groups (including
women) can be better measured, understood and reflected in‘v “cial
statistics. There should not be much resistance among labourforce
statisticians to implement current international recommendations with their
fairly broad definition of labour force activity.

It is believed that sex and proxy status of respondents affect the female
labourforce activity. Since it is possible that these results are culture and
region specific, it is recommended that studies and statistical tests are
under taken to investigate association between the reporting of female
labourforce activity and proxy status/ gender of respondents and
interviewers.

If “key” word-based questions are used, it is important that a sufficient
number of such questions are asked and interpreted in the local language

dialect. Asking only one, two or three general questions is not sufficient for
collecting information on women.
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6.

=

Methodological work should be undertaken on how best to design and

" complete the activity schedules for collecting information on labourforce

activities BBS, universities and research institutes can make individual or
joint efforts in the directions.

For instance, there is a need to determine how activity lists and
classifications should be developed and drawn up for specific regions. It is
important to know whether activity lists should consist of many specific
activities (e. g., sewing, gathering sticks etc.) or a much smaller set of more
generic activity categories (e. g., non agricultural wage or salary, other cash
earning eic), or combination of these two types.

Methodological work on the collection of time use data should also be
undertaken. The allocation of time is a very important information which
regarded if labourforce participation is to be categorized according to
amount of time, or portion of work time (e. g., part time or full time).
Although many of the labourforce activity of women go unrecorded and their
contributions to the economy often go unrecognised in the official statistics
in Bangladesh, as in the other third world countries, the situaton is not
irreparable. As results from LFS (1989) conducted by BBS and the ILO/
ORG Methods Test show, appropriate survey instruments and
methodologies can lead to a more completé and accurate information on the
level of women's labourforce activity.
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Taking Stock : Trends in WID Issues in the

Decade of the Eighties
Shamim Hamid *

1. Introduction

When Bangladesh came into being in 1971 Women's Movements all over the
world were beginning to gain credence in the development scene. In the twenty
years since in spite of the attention focussed on Women in Development (WID),
women everywhere continue to lag behind men in equaltiy of opportunity in
health, education and employment. In South Asia starting from a very low base
women have made some gains in health and education but not only do they
continue to experience conditions below minimal acceptance level but these
gains are not paralleled by gains in social, political or economic participation.
These two decades have also seen much political and economic turbulence in
the region aggravated by external forces such as fluctuations in international oil
prices of the early eighties. With the last decade of the century entering a new
phase in international economics the region of South Asia is on one hand faced
with the prospect of possible changes in the aid inflows and on the other with
heightened possibility of the partitioning of the world economy into three major
international blocs of North America, the European Commission, and Japan.
Within this historical context the macroeconomic performance of Bangladesh, in
spite of political disruptions and regular natural disasters like cyclones and floods
has recorded an increase in the growth rate of GDP from 4.05% in 1985/86 to
5.84% in 1989/90. In this period the share of agriculture dropped from 43% to
39% but rice production in the decade of 1980-1990 recorded an increase by as
much as 24% in the yield per acre of Aman, the major crop of the country [BBS
1961].

In this decade Bangladesh recorded a major change in its exports. The share of
jute and jute goods, the traditional export, dropped from 69% to only 24%. The
gap was largely filled by ready-made garments and hosiery products which
starting from scratch in the early eighties captured 62% of the export market by
1991 [BBS 1991]

This decade showed an increase in aid dependency of Bangladesh, foreign
economic assistance increasing by 93% the major part of which was in the form
of project aid [BBS 1991]

A combination of the factors of growth in agricultural production, increased
exports and increased foreign aid together with government and non-government

“ Research Fellow, Bangladesh Institute of Development Studies (BIDS)
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interventions saw a general decline in poverty, rural poverty falling from 66% in
1981/82 to 38% in 1989/90 [BIDS 1992] and urban poverty falling from 56% in
1985/86 to 44% in 1989/90. [HES 1989] per capita income stood at US$ 210 in
1989/90. The bottom 40% of the rural households however owned only 15% of
land resources while the top 15% controlled 53% thus indicating inequality in
land distribution [BIDS 1992]

Social indicators on the other hand showed that the Population Census of 1991
estimated the population to be 108 million with an average growth rate of 2.4%.
Forty six per cent of the population was below the age of 15 years. The standard
of living indicators showed that about 54% of the urban and 51% of the rural
households used tubewells as a source of drinking water while 21% of urban and
only 1% of rural househoids had access to sanitary toilet facilities [BBS 1991].
Together with others these indicators placed Bangladesh in the 135th position
out of 160 countries in the UNDP Human Development Indsx ranking where
Canada topped the list and Guinea was placed in the 160th position [UNDP
1992].

Against this socioeconomic background the paper looks at the situation of
women in Bangladesh and then discusses the role of the Government, Non-
Government, Bilateral and Multilateral insitutions in WID issues in the country.

2. Situation of Women in the Decade of the Eighties \
Wome comprise 49% of the population of which 86% live in rural areas. The
mean age at mariage for a woman is less than 18 years and on an average she
will give birth to about four children in her lifetime. Social norms which
discourage widow remarriage and the wide age gap of ten years between
married couples result in 90% of the widowed population being female. Social
and cultural norms together with intense poverty situation also put them in a
vulnerable position so that women comprise 94% of the divorced population of
the country of which 54% are below the age of 24 years [BBS 1991. Hamid 1992]
The end result of the pauperisation process are female headed households
which comprise 9% of all households. About one third of these households are
headed by widowed/divorced/ abandoned women who constitute the poorest of
the poor. Two thirds are female managed households where the male head or
the male surrogate head has migrated in search of employment. These latter
households are relatively better off than the widow-headed ones but compared to
the male-headed households they are at 2 major socioeconomic disadvantage
[Hamid 1992].

Tradition and culture vying with economic necessity have put women at the cross
roads of enforced change particularly for those from the really poor households
[Hamid 1992, Mahmud and Hamid, 1989] the in rural areas. Thus women are
entering the formal and monetised market in larger numbers but are at the same
time burdened with the necessity to balance their unpaid household work with
their market work. In doing so they are shackled by their lack of education and
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vocational skills which together with malnutrition froce them into sectors with the
lowest productivity.
The paper now looks at the changes that have taken place in the last decade in
the fields of employment, health and education and in the participation of women
in the political field.

3. Employment

In the decade of the eighties female labour force participation in Bangladesh
increases from 6% in 1981 to 11% in 1989 the labour force participation rate
increasing by 108% from 5.1 in 1981 to 10.6 in 1989 compared to only 4%
increase for males [LFS 1989]. These rates were higher in urban compared to
rural areas and showed a shift from agriculture to nonagriculture, the major
industries employing women being textiles, leather, food and beverages, wood
and wood products, and non-metallic mineral products -(e.g. brick, clay and
pottery). While male employment recorded a gradual shift from agriculture to
non-agriculture, women's employment in the non-agriculture sector took a
dramatic leap from less than 30% participation in 1974 to nearly 90% in 1985/86.
This was mainly because the participation of women in the manufacturing
industries jumped from 4% to 34% in this period [BBS 1989, 1991] due to the
phenomenal growth in the ready-made garment industries where 63% of the
employees were female [Chaudhuri & Majumder 1991).

Women moved from working as unpaid family helpers ( a decrease of 36%) and
from self employment to wage labour (an increase from 8% to 46%) as the
number of owner-cultivators declined from 32% in 1974 to 23% in 1985/86. A
larger portion (14%) of the part time workers were women compared to men (9%)
partly because women face less competition from men for such jobs and partly
because it enables women to manage both market and non-market work. Thus
within a decade economic hardship transformed owmen's labour from being
unpaid and invisible to monetised and visible at least in some sectors of the
economy. Disparities in female/male wage ratios however continue to exist being
more pronounced in the non-agriculture sector (40%), than in the agriculture
sector where a narrowing of the gap was observed from 48% in 1983/84 to 86%
in 1985/86 [LFS 1989]:

Unemployment rates increased for both men and women especially in the urban
areas which could partly be the result of rural-urban migration which was one of
the factors contributing to nearly 75% increase in urban population between 1974
and 1981 [ BBS 1991]. The highest unemployment was faced by the 10-19 year
old females, which could be due to the surplus labour force of the younger age
group seeking employment in urban-based industries like the ready-made
graments industry where the average age of female workers was 19 years
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attention given to the male child for health care and nutrition because of their
value as economic assets and old age security. This value arose mainly out of
the Islamic Law which makes it obligatory for sons to be responsible for the care
of a poor mother even if he is in straitened circumstances and for the care of a
poor father if the son, even if poor is earning something. Islamic Law does not
delegate any such responsibility to daughters.

Among the main causes for high maternal mortality rates were frequent
pregnancies and low age at first child birth, although age at first marriage for
women increased from 16 years in the mid-seventies to 18 in 1989. Other factors
contributing to high maternal mortality rates included low nutritional status,
superstitions and traditional beliefs which prevented adequate ante and postnatal
care, and poorly conducted abortions of unwanted pregnancies resulting from
frequent conceptions.

About 76% of the population suffered from malnutrition of which about 60% fell in
the category of moderate to severe malnutrition. Per capita nutrient intake fell
with women receiving only 88% of the calories received by men [BIDS 1992].
The causes of malnutrition included unstable family incomes, inadequate access
to productive resources and social services, traditional dietary practices,
repeated iliness episodes, constant parasitic infections and habitually low food
intake. Male/ female imbalances were further compounded by preferential intra-
household food allocation to males with females eating last and least throughout
their lives [World Bank, 1990].

5. Education

In the period between 1981-1987 literacy rate recorded only a 4 point increase
from 20 jn 1981 to 24 in 1987. (A recent BIDS study [1992] however estimated
that literacy rate in 1990 was 45% with female literacy at 36% and male rate at
54%). The rate of growth for females (from 13% to 17%) was the same as that of
male (26% to 30%) so that the gap between them did not lessen. Significant
increase in female literacy was recorded in the urban areas where female literacy
rate increased from 26%to 38% in this period. This poor performance in the
education sector was partly due to the fact that although there were small but
regular increments in budgetary allocations in the Five Year Plans (4.4% of
budget in SFYP, 4.9% in TFYP and 5.9% in FFYP) the real per capita public
expenditure index in the education sector showed a declining trend falling from
13 in 1985/86 to 10 in 1987/88 [Third and Fourth Five Year Plan 1988, 1990].
Teacher-student ratios were most unfavourable at the primary school level where
there was 1 teacher for every 62 children. The ratio improved at secondary level
at 1: 29, the most favourable ratio being at the tertiary level with one teacher for
every 10 students. The annual operating cost was the highest at the university
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level and lowest at primary level. Gender disparity of public expenditure
increased at higher levels of education, percentage of expenditure on girls
decreasing from 44% at primary level to 13% at the university level [World Bank,
1990].

The number of female teachers for every male teacher showed little
improvement in the period 1981-86 at the primary or secondary levels, but
doubled at the tertiary level indicating a preference of higher educated women to
join the teaching profession [BBS 1989].

Neither the GOB’s quota of 15% of the jobs in staff ranks nor its policy of
reserving 50% of the primary school teachers’ posts for women has been
achieved. According to 1986 estimates only 8% of the staff employed by the
different departments, directorates and boards under the Ministry of Education
were women. In the highest employee category female representation was as
low as 6.9%.

One of the problems of fulfilling quotas was that most of the surplus educate
female labour force have completed only high school or less, qualifications
insufficient for recruitment purposes. Oher problems included attitude biases
which discouraged women from travelling or living away from home. This was
further exacerbated by the lack of adequate living accommodations for women in
distant locations, and inadequate attention paid to ensuring physical security for
women. Lack of child care facilities to replace traditional family support system
was also a disincentive for women to accept positions away form home. A
combination of such factors frequently resulted in women forgoing promotion
prospects in their careers in order to maintain family harmony—~a feature
common in other sectors as well.

Female education was constrained by several factors such as limited ‘enabling
environment related to inadequate incentives, dependence of society on child
labour, and negative attitudes of society. Other factors included inappropriate
curriculum, unbalanced gender composition of teachers and other staff, poor
training and motivation, inadequate physical facilities and inconvenient class
schedules.

Girls were particularly affected by social attitudes that marriage was the only
conceivable goal for women for which education was not only not necessary but
could also be counter puoductive as it bred independence and assertiveness,
qualities not sought for in an ideal wife. An educated girl could also become a
liability as she would require a more highly educated man who may demand a
higher dowry [World Bank 1990].

6. Political Farticipation
Bangladesh holds the distinction of being the first democracy in the world to have
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women leading both the ruling and the opposition parties. There are 330 seats in
the Parliament of which 30 are reserved for women. Of the 300 elective seats
only four are filled by women including the Prime Minister and the Leader of the
Opposition. Again the principle of special representation is vitiated by the nature
of the process of election to the women reserved seats in the Parliament which
virtually amounts to nomination by the ruling party thus turning these seats into
an appendage of the Government. The political process for women's
participation is thus reduced to lobbying with the decision makers of the ruling
party [Khan, Hamid, et al. 1991].

It is there fore not surprising that political parties have on the whole bypassed the
larger issues of WID and have failed to address the question of women's equality
and emancipation. At present there are only two women in the Cabinet in charge
of such stereotyped Ministers as those of Women's Affairs and Culture. Both are
State Ministers which are ranked below the position of Minister. Again of the 15
Parliamentary Standing Committees although 63% have female members they
comprise only 10% of the Committee members while representing 50% of the
population.

7. The Role of GOS in WID Issues

Since Liberation the GOB has on and off focussed on women's issues although
usually in a very limited way. It was only in developing the Fourth Five Year Plan
(FFYP 1990-1995) that a major departure was made in WID planning compared
to the previous three Plans. In the FFYP WID was taken as a multisectoral issue
and budgetary allocations to women's affairs increased by 10% to comprise
0.22% of the total budget from 0.20% in the Second and Third Five Year Plans.
This change in approach for the integration of women in the development
process was brought about partly by the GOB’s own interest and partly by
initiatives taken by NGOs, women activist groups, and the local Consultative
Sub-Group on WID.

While this was a major step in the history of planning in Bangladesh there was a
strong dichotomy between the stated objectives and the WID strategies for
achieving gender equity. Women's involvement was given cognizance in almost
all the sectors but their significant role in major policy objectives such as poverty
alleviation, domestic resource mobilisation and self-reliance were not clearly
defined. The gap between the Plan rhetoric and WID conceptualisation was
amply manifest even in the cases where targets were set. For example, one of
the GOB goals in the FFYP is to double literacy rates from the current 30% to
60% by 1995. This was to be achieved by doubling female rates from 20% to
40% and male rates from 40% to 80%. What the planners failed to take note of
was that aiming for an equal growth rate for both sexes would do nothing to
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reduce gender disparity since female literacy rate in the base year was half that
of male.

The institutions primarily responsible for promoting greater participation of
women in development activities are the Ministry of Women'’s Affairs and the
Ministry of Planning. The major problem faced by the Ministry of Women's Affairs
is the conitnuous shift in its status between being an independent Ministry and
being a part of the Ministry of Social Welfare. At present the Ministry of Women's
Affairs is an independent Ministry having under it the Department of Women's
Affairs. This frequent change in its status undermines the importance of the
Ministry and the seriousness of its role in the Government machinery.

While the Ministry of Women's Affairs is the decision making body it implements
its projects and programmes through the Department of Women's Affairs. There
are about a dozen ongoing projects at present covering among others rual
development, population control and family planning, socio economic
development of women and a Women's Support Centre. Besides projects funded
by donor agencies the Department also implements those funded from the GOB
Revenue Budget. These include district level Day Care Centres for children of
poor working women, 158 Vocational Training Centres for women and three
hostels for working women in Rajshahi, Chittagong and Khulna which are now
operating on a self-sufficient basis and do not require funds from the
Government. Revenue funds are also used to provide annual grants to women's
voluntary organisations involved in social work, for providing the services of an
employment exchange for women and for providing legal support to poor women.

8. The Role of Bilateral and Muitilateral Institutions

Giving major support to GOB's integrated WID approach, multilateral and
bilateral agencies have over the years developed WID Strategies and Action
Plans for their respective country programmes. These strategies called for
integrating WID concerns at every stage of the project development and
implementation including evaluation and monitoring. In order to have closer
interaction with the GOB for the achievement of development goals, donor
agencies formed the Local Consultative Groups Task Force comprising donor
representatives and high ranking GOB officials of key Ministries. An of shoot of
this group was the WID Subgroup created for the purpose of helping GOB
translate WID plans into reality. As a result of policy dialogues with the WID
subgroup GOB has recently approved two of the recommendations made by the
WID Subgroup. These are (i) to reactivate the high powered National Council for
coordinating WID programmes and (i) to review the Deprtment of Women's
Affairs for future strengthening of the institution.
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9. WID Focus of NGOs and Specialised Institutions

Non-Government Organisations began to emerge on a large scale in Bangladesh
after the Liberation War of 1971 and were initially involved in relief and
rehabilitation programmes. This charity and welfare orientation began to change
from the mid-seventies to a more development oriented approach and focussed
on a specific target group—the rural poor. Working at grass roots level NGOs
were quick to identify women as the most-favoured target beneficiaries. This was
based not only on the obvious need for addressing women’s issues but also on
their superior performance in credit utilisation and debt servicing. It was also
based on observations that the enhancement of the socioeconomic situation of
women had a direct and positive impact on all members of the household
especially the children.

The strategies adopted by the NGOs included mobilising the poor, particularly
the women and providing them with support services such as training, credit,
income generation, health and education. Thus under its Rural Development
Programme by the end of 1990 BRAC had formed more than seven thousand
Village Organisations of which 60% were women'’s groups; 74% of its graduated
learners under its Functional Education Programme were women, and under its
credit programme 62% of the disbursement was made to women. Likewise in
1990, of the more than 850,000 loanees of Grameen Bank 91% were female
who received 82% of the total disbursed lonas [BRAC 1980, Grameen Bank
1990].

10. Conclusion

Evidence and experience thus shows that to bring about significant and lasting
change in the situation of women in Bangladesh two basic strategies should be
addressed. These are (1) providing women access to power through access to
material resources and (2) changing ingrained attitudinal biases of both men and
women towards women's role in the productive and the reproductive system of
the nation.

Changing attitudinal biases is a very long term objective and policy planners
aiming to achieve this goal should not be seeking quick and immediate impact
from such policies. This is however not to say that this should prove a deterrent
because the changing of attitudes is crucial to bringing about any meaningful
improvement in the lives of women in Bangladesh and policy planners must take
this fact into cognizance. One of the ways to approach this from the very basics
is through text books and curricula which project the role of women in the
productive and reproductive spheres so that both girls and boys can see their
roles in society in the proper perspective.

Giving women access to material resources on the other hand involves policies
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that can not only immediate impact but will yield tangible results in a relatively
short time. By material resources here is meant health facilities, education and
economic resources. While some action has been taken in the areas of health
and education it is still far from sufficient and policies lack the understanding and
conceptualisation of WID issues. An incrase in health and education will go
towards increasing women’s access to economic resources, one of the ways
being through enabling them to compete for more productive jobs.

However while GOB rhetoric does talk about including women in the
development process’ it is hampered by lack of data in crucial areas on which it
can base its policies. In recent years the BBS has made efforts to collect gender
disaggregated data is needed in employment trends in major economic sectors,
wage rate indices, number of earners in the household and monthly income
contributed by earners to name a few.

Again the System of National Accounts (and this is not limited to Bangladesh
only) does not take into account the importance of household production where
women have a major role to play. This ‘invisible’ sector supports the more visible
economy and helps maintain wages at very low levels especially for women. It
was estimated that 56% of the income generated from subsistence activities was
contributed by men and 44% by women. If equal wage rates wers applied to
male and female work efforts, womens’ contribution Jumped to 74% and men's
reduced to 36% [Hamid, 1989]. It is essential therefore to highlight the
contribution of household work to the economy in national statistics of the
country. In doing this it is also essential to show who contributes what and’ by
now much so that policy makers have a clear picture of the contribution of men,
women and children to the national income. This will go towards arguing for the
need for higher investments in human resources, particularly in women, who
while playing both active and supportive roles in the economy are overlooked for
having very low productivity and possessing skills which are given only marginal
market value.
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The paper after reviewing the experiences of SAP undertaken by some other
countries looks into the social consequences of it in the context of Bangladesh. It
focuses specifically on the impact of the policy not only on growth but also on
employment, wage, pattern of social expenditure, food security, social safety
nets, consumer price index and overall poverty situation . It then provides some
suggestions to contain the likely adverse effects of SAP in Bangladesh.

I. INTRODUCTION

The broad sets of macroeconomic policies which have evolved under the direct
guidance of IMF and World Bank in Bangladesh and elsewhere over the last
decade or so, mainly to correct the balance of payment and fiscal deficits with
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the objectives of restoration of economic growth and creation of a more
competitive and effecient investment environment are now known as Structural
Adjustment Policies (SAP) [ Rahman (ed) 1992]. The short-term stabilization
policies finally evolved into medium to long-term adjustment policies
encompassing deep rooted ‘malice’ in the structure of the economy. 1

While the need for structural adjustment in the economy of Bangladesh for
increased efficiency and competitiveness in the face of a changing world order
may not be unwarranted? but there is definitely some uneasingss amongst many
over the social and political costs of the changed policy regime."The adverse
social consequences and the potential political instability (not always anticipated
by the policy makers) which have been witnessed in many. African and Latin
American countries experimenting with SAP for quite sometime should have
been deeper causes of concerns among at least the social scientists, if not
politicians of our country. But surprisingly besides probably one or two notable
exceptions [Sgphan (1993a 1993b), of course, is at the top of the list]. The social
scientists, more specifically economists, have not done enough in exposing the
social and political dangers of clinically following donor led economic policy
prescriptions. Unlike many of us, the Indian economists have been putting up
strong challenges against uncritical acceptance of the SAP and indeed showing
remarkable creativeness in suggesting imperatives for more human responses to
the present crisis in development (Nayyar 1993; Sau 1993: Singh 1993: Vyas
1993). Nayyar (ibid) talks about illusions and realities of Indian economy and
warns that implications of the SAP could be far reading . If not corrected
substantially SAP could lead to a process through which “a narrow segment of
our (Indian) population may be integrated with the world economy but a large
proportion of our (Indian) may be integrated even further in India” (Nayyar ibid:
651). Sau (ibid) similarly is concerned about investment foregone due to clinical
adoption of SAP and warns about economic ‘hysteresis’ which essentially means
longrun consequences of short term policy measures. Singh (1993) in a recent
paper argues quite forcefully that the contractionary impact of the stabilization
efforts and the structural adjustment in the product and goods as well as labour
markets affect income distribution with differential impact on different social
groups and subgroups,. While some groups-usually the richer sections tend to
gain as a result of the economic reforms, large sections-usually the poorer ones -
suffer during the structural adjustment programmes. “{Singh ibid: 279).

1Amin (1993), however, describes this effort by multi-lateral financial institutions as a subtle
method of globalisation of labour cheap economies for capital expansion and forcing them to
adjust to debt problems by opening import and export markets.

2 However, the urge for such an adjustment should have been originated from an independent
indigeneous policy analysis. Currently, countries like Bangladesh have been asked to adjust to
extenal malices created by an unjust world economic order mainly to correct the imbalances
created by the follies and self-made recession.
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Like Nayyar, Sau or Singh many others have also warned against adoption of
SAP uncritically. Austerity is the logical conclusion of SAP, the major burden of
which is normally borne by the poor. In particaular, “employed wage earners in
the organized sector, including those in public enterprises, not normally among
the poorest may have to suffer’ (Streeten 1987: 1476) Pastor has shown that,
the single most consistent effect of the IMF seems to have is the redistribution of
income away from workers” (Pastor 1987: 258). Eshag finds that “the main
burden of adjustment under stabilization programmes tend to fall on labour and
on low income groups in general ” (Eshag 1989: 306) Sobhan talks about “the
blood and tears, the broken homes and devasted lives which went with the
reform process in Chile” (Sobhan 1993b : 3).

It is perhaps the realisation of such adverse socio-political consequences of SAP
amongst some of the policy makers and- multi-lateral donor which has led to a
search for structural adjustment with ‘human face’. In Bangladesh, while some
donor papers reflect some concerns for evolving appropriate startegy of human
development (for example UNDP 1993) the indigeneous policy makers are yet to
show such sensitivity to the social costs of SAP. -

It is this lack of sensitivity amongst our policy makers and to some extent policy
analysts as well about the human costs of structural adjustment which has
encouraged us to take up this modest endeavour. We are , of course well aware
of the difficulties involved in such an analysis. It is indeed very difficult to capture
the net final impact of policy measures on a particular group. The policy
packages most often have conflicting end results and this is also true that the
mechanism through which they work is also quite complex (Demery and Addison
1987: 1495). There is also problem in identifying the short run and long run
consequences of these programmes. It may so happen that the short run losses
can very well be compensated by the long run gains though it does not follow
that the short-run loosers and long-run gainers are the same (Demery and
Addison, ibid 1945). Also it is difficult to isolate the impact of SAP measures from
that of an earlier crisis (Morrisson 1992:6). Moreover, there is a serious problem
of data base. In order to undertake study on social consequences of SAP you
need comparative data for various groups on various aspects. In Bangladesh,
there is hardly any competer source which can provide consistent data sets on
various social groups. Even if you get some partial sets, these too may have
considerable time lags.

Despite these difficulties we have made here an attempt to assimilate whatever
information available on this issue in one place not merely out of our academic
interest. We strongly feel that an analysis like this, even if partial, can atleast
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bring into public focus the issues which are so vital to majority of the people in
Bangladesh and add some dimensions to the content and direction of the policy
debate. The paper first provides a brief background of the evolution of SAP in
Bangladesh along with its contents.. The Bangladesh SAP experience is then
placed in the global perspective and experiences of other countries. The next
section focuses on the social consequences of SAP pursued by Bangladesh
government since the mid eighties with special reference to the conditions of the
vulnerable groups such as extreme poor (rural and urban), labourforce
(unorganized and unskilled), women and children. Special reference has been
made to variables related to the living standard of these vulnerable groups for the
3-year SAP period (1986/87-1988/89) and to the structural adjustment period
defined as the entire post 1985/86 period.

Il. SAP IN BANGLADESH : A BRIEF BACKGROUND AND THE CONTENT
Throughout the decade of the 1980s Bangladesh contracted structural
adjustment loans from the World Bank and the IMF with stringent policy
conditionalities (Rahman 1992). Bangladesh first contracted an Extended Fund
Facility (EFF) loan from the IMF in December, 1980. At that time as a loan
conditionality Bangladesh agreed to abide by the limits imposed on government
borrowing to finance fiscal deficit. But it failed to adhere to this conditionality and
within six month EFF was suspended. The country then had to turn to external
commercial sources for funding at high cost. World Bank lending to Bangladesh,
however, continued as Bangladesh was fulfilling its obligations under
agreements regarding structural adjustment policies and conditionalities in
particular sectors, e. g., agriculture and industry.

A chronically low savings rate, poor domestic resource mobilization effort and
low rate of export growth kept Bangladesh ‘heavily dependent on external
finance. The country, therefore, again turned to the IMF for concessional but
highly conditional lending under its structural adjustment facility (SAF) for the
period 1986/87-1988/89. After a year's interval, Bangladesh contracted another
three year loan under the Enhanced Structural Adjustment Facility (ESAF) of IMF
for the period 1990/91-1992/93. Though, no formal economy wide adjustment
programme was inforce in the first half of the 1980s the country was however,
operating under strict structural adjustment guidelines specified in the Policy
Framework Papers (PFP) developed in consultation with the Bank and the Fund
in the later half of the decade. Thus in reality, the entire period of the 1980s can
be termed as a ‘decade of adjustment,. But for our convenience, we have taken
here the entire post 1985/86 period as the structural adjustment period.

The components of the current package of structural adjustment policies in
Bangladesh are usually distinguished in terms of (UNDP 1983):
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i. Demand management polices;

ii.  Structural policies and

ii. Institutional polices

The major instruments which are used under demand management policies are.

(@) Tight monetary policy through restrictions on credit with the aim of improving
the balance of payments:

(b) Tight fiscal policy with cutbacks of government expenditures as its main
feature aimed at balancing the fiscal deficit.

" The Instruments under structural policies are:

(a) Withdrawal of food and input subsidies, output pice support, etc. with a view
to remove price distortions; :

(b) Financial liberalization with interest rate reform to allow the financial markets
to reflect the true opportunity cost of capital.

(c) Rationalization of public enterprise pricing policies to eliminate misalignment
between costs and revenues;

(d) Liberalization of trade through abolition of quantitative restrictions on
imports and reductions in the level of tariff protection for domestic economic
activities. Implementation of a flexible exchange rate to provide incentives
for export growth.

Institutional policies essentially consist of :
(@) denationalization and privatization policies
(b) Allowing greater competition by restructuring markets, financial deepening

through extensions of banking services to rural areas, agricultural extension
services, &tc.

(c) Other major policies related to economic institutions.

(d) Policy related to social infrastructure and improvement of nutrition, health,
education service étc.

Il. SAP: A GLOBAL OVERVIEW

The 1970s were turbulent years for the global economy. Following the oil crisis
the Third World countries faced dramatic trade imbalances and they were unable
to repay the foreign debts. The North diagonised that there were weaknesses in
the development policies followed by the Third World countries during the
previous two decades or so. So they were asked to correct those policies mainly
to adjust them with the North's economic imperatives . In the seventies the policy
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prescriptions were not implemented in integrated manner. But in the eighties a
wave of conditionalities were imposed on these countries through the mediation
of international financial institutions. As already noted these policy packages
came to be known as SAP. The impact of SAP, however, has been mixed on
economic variables but mostly negative in the social front.

Various reports have shown that while the structural adjustment policies have
mixed impact on trade balance, budget deficit and GDP growth, they are
accompanied by a rise in un-employment and inflation rates, skewed income
distribution against poor and declining standard of living of the vulnerable groups.
Findings of some of these studies are briefly reviewed below.

Sobhan (1992) has shown that the impact of market reforms particularly on
growth in GDP, growth in fixed investment, growth in exports and rate of inflation
has been quite mixed. His study shows that, apart from China and India all other
categories of countries experienced declining GDP growth rate, fixed investment
and exports between 1965-80 and 1980-90 (See Table 3.1). India and China, in
contrast, registered and improvement in these three areas during the 1980s.
Inflation rates in the 1980s fell only in the Other Low Income Countries (OLICs)
but rose in India and China, the Lower Middle Income Countires (LMICs) and the
Upper Middle Income Countries (UMICs). :

That the structural adjustment efforts had very little positive impact on the rural
population, particularly the poor has also been documented by specialist
international organizations lik = IFAD. According to IFAD Report (1992)
landlessness continues to spread among the rural poor at a rate of about 3-5 per
cent a year. Although Asia normally exemplifies this process, new signs of
landlessness are cropping up in unexpected areas viz, some parts of Africa the
Near East and Latin America where serious SAP have been undertaken. Table
3.2 shows the percentage of rural population below the poverty line for some
Asian, African and Latin American countries for the year 1965 or closest and
1988. It is seen that out of eight countries, six had an increase in rural poverty
while India and Thailand showed some improvements.

The rural poor are mostly vulnerable as shown in Table 3.3. Physical, social and
economic insecurity of the rural poor, particularly the minority groups, is quite
precarious and may even accentuate in the near future. The process of
development itself has made the position of the poor rural households more
insecure in some cases. For example, agricultural moderisation in north east
Brazil had this negative effect. Substantial subsidised credit, the granting of
substantial tax concessions to investors in the agricultural sector led a process
which helped expel small scale producers from their holdings. It also encouraged
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speculative increase in land value which further increased depeasantisation
(IFAD, 1992).

Rural women in developing countries are among the poorest and most
vulnerable people in the world and despite development drive the incidence of
their poverty is increasing . According to IFAD Report (ibid), the total number of
rural women living below the poverty line in developing countries was estimated
in 1988 to be 564 million. This represented an increase of 47 per cent above the
numbers in 1965-70. Table 3.4 represent estimates of number of rural women
living below the poverty line for some Asian, African and Latin American
countries which again shows significant increase in their number. The report also
mention that, while women in industrial countries live on average for almost 80
years, rural women in Ethiopia live, on average, for 41. They live always been,
and still are the most vulnerable of Ethiopia’s people. This is perhaps true for
most other African women. ;

Singh (op. cit.) has given some comparative evidences on employment, wage
rates and social expenditure. According to him Latin American adjustment
policies have failed to increase exports; real GNP of the region fell by 9.5 per
cent between 1980 and 1984 and open unemployment went up from 7 to 11 per
cent and participation rate fell. In Chile, Columbia, Peru and Venezuela
unemployment rates jumped by 50 to 100 per cent and ranged between 14 and
20 per cent. The deflationary impact of the fiscal contraction has slowed-down
the rate of employment generations, particularly in the public sector. Privatization
and modernization of public enterprises has been associated with sharp
retrenchment.

The cost push inflation associated with structural adjustment and the slack
employment market have led to a fall in real wages with consequent adverse
effects on living standards of the workers. He also noted a significant decline in
industrial wagers between 1980 and 1984 in African and Latin American
countries -40 per cent in Tanzania, 33 percent in Zambia and Mexico and 24 per
cent in Peru.

According to Singh (ibid.) the decline in the share of social security expenditure
has been particularly sharp in Latin American countries and West Asia-from 36.0
percent to 24.3 percent and 20.3 percent to 17.2 percent respectively between
1980 and 1987. In Srilanka the spending on health, education and food subsidies
declined from 38 percent of current expenditures in 1977 to 22 percent during the
years 1980-82, which coupled with limited growth in earnings among the poor
resulted in an overall decline in the levels of consumption of the poorest
expenditure classes. About the overall impact of adjustment programmes on
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equity in five selected countries, be notes a considerable fall in standards of
living in Equador and a definite fall in towns in Ivory Coast and Morocco, relative
stability in urban Ghana, where gains and losses cancelled out each other and in
Malaysia.

Assessing the overall impact of IMF-world Bank adjustment programmes in Peru,
Chossudovsky (1992) finds devastating social consequences. He shows that
whereas an agricultural worker in Peru's northern provinces was (in August
1990) receiving $ 7.50 a month (the equivalent of the price of a hamburger and a
soft drink), consumer prices in Lima were higher than in New York. Real eamnings
declined by 60 percent in the course of August 1990, by July 1991 they were less
than 15 percent of their 1974 value. The spread of the cholera epidemic in 1991
while largely attributable to poverty and the breakdown of the country’s public
health infrastructure since the early 1980s-was also a result of IMF sponsored
programme of eliminating ‘price distortions’ More than 83 percent of the
population (mid-1991) estimate, including the middle class, did not meet
minimum calorie and protein requirements.

Harvey (1991) shows that out of seven countries in sub-saharan Africa only
Ghana and Nigeria persisted with the policy changes, fulfilled some of the more
difficult commitments made to the IMF, and showed signs of macro-economic
recovery; while the others, (Sierra Leone, Somalia Tanzania, Uganda and
Zambia), did not.

Value Added Tax (VAT) is an accompanying component of SAP. Despite
preference of VAT by most bureaucrats for its administrative ease, it has been
universally noted that the rate of VAT and its coverage have had to face
shrinkage in purchasing power and serious political instability. Recently Wall
Street Journal in one of its issue has confirmed such a dismal outcomes of VAT.

Thus the experiences of the countries which have adopted the SAP point to a fall
in the standards of living of large sections of their populations, mostly the
vulnerable groups. As a result of reduction in employment opportunities, fall in
real wages, withdrawal of food subsidies, rise in the prices of public services,
contraction of social expenditure and a decline in capital expenditure, their
standards of living have fallen in real terms.

Given these global overview, let us now look into the social consequences ©
SAP in Bangladesh.
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IV. THE BANGLADESH EXPERIENCES OF SAP:
THE SOCIAL CONSEQUENCES

As already noted earlier Government of Bangladesh adopted a major programme
of macroeconomic stabilization and structural adjustment since mid 1980s. The
programme covered a wide range of policies to make the economy more efficient
and competitive and integrated with the world economy. We will analyze below
the social consequences of these policies with special emphasis on vulnerable
groups. But before we get to the social issue let us first see the macroeconomic
performance of the economy during the SAP regime.

IV.1 Macroeconomic Performance

Bangladesh has completed the stabilization phase of its economic reform
programme, but yet to achieve the objective of higher growth. No doubt there
have been some positive gains. The fiscal and current account deficits have
been lowered to 4.6 per cent and 2.3 per cent of GDP respectively (Table 4.1
and 4.2) and inflation has been reduced to around 5% a year. However; the
objective of higher growth has not yet been achieved . Domestic investment has
been reduced to 10.37 per cent of GDP in 1991/92 and real GDP growth rate has
remained stable at 3.4 per cent (Table 4.3) which is not sufficient to bring about a
significant reduction in poverty. The ADB has, however, recently projected that
the growth rate probably will exceed 5% this financial year. Despite this current
optimism, the environment for a sustainable growth process is yet to be achieved
in Bangladesh and a broad political consensus 10 own the SAP as a core policy
framework has not yet been established . Neither the social costs of SAP have
been properly comprehended, not to speak of initiation of any mitigational
measures.

According to Rahman's (1992) study the key objectives of the structural
adjustment programme (€. g., poverty alleviation, reduced external dependence
and high economic growth ) in Bangladesh have remained unfulfilled. It has also
been noted in his study that macroeconomic performance during the structural
adjustment period in Bangladesh has been far from satisfactory. While the two
major macro economic balances é. g. fiscal deficit and external deficit showed
improvement, targets relating to other important macroeconomic variables (e. g.,
investment, savings, growth etc. could not be achieved.

IV.2 Employment Level

A cut back in public expenditure leads to retrenchment of the workers,
particularly those who are easily dispensable . They normally include unskilled,
unorganised and weaker sections. The impact of the reduction of public
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expenditure may go beyond the difficulties to be faced by retrenched workers
and may be more damaging to the poor in general.

A reduction in public investment particularly on infrastructure, further jeopardises
the prospect for employment as it constraints the growth of not only present
output but also streams of future outputs. As infrastructure creation is more
labour intensive the impact of reduced infrastructure investment on employment
can also be more serious. Infrastructure has also strong forward linkage with
other economic activities. Table 4.4 shows that government's development
expenditure on physical planning and housing was lower in 1988/89 and 1990/91
compared to the previous years. In the current budget (1992/93) total budgetary
allocation for physical planning, water supply and housing is taka 895 crore
which is less than the revised budget of the year 1991/92 (Rahman 1992). Table
4.5 shows that within civilian labour force, un-employment rate increased in 1990
over 1985/86 and it also shows that percentage of inactive population aged 10
years and above ( in effect also unemployed) increased to 32.8 per cent in 1990
compared to 14.16 per cent in 1985/86. Thus it indicates that employment
situation has been deteriorating during structral adjustment period. A graphical
exposition further clarifies this trend.

The structural adjustment policies in Bangladesh were accompanied by fiscal
contraction and restriction in public sector employment. Also liberalised
economic regime caused the reduction in demand for labour, which was already
lagging behind the growth in labour supply. Hence the rate of unemployment
went up over the short and medium term. Since the employment opportunities
have not been created as compared to the supply of labour force, the new
entrants swelled the ranks of the unemployed. Among the employed the impact
of slowing down of labour demand due to contractionary policies would be felt
mostly on temporary workers (e.g. construction workers ) and permanent workers
in publics enterprises. Organized industrial workers and government employees
may avoid the burden due to legal protection of their job and their organised
strength,. It is difficult to expect that enough new jobs will be generated to absorb
all of the workers likely to become redundant due to structural adjustment. In fact
it would be correct to expect that once labour becomes redundant it may remain
wholly or atleast partially unemployed even over the long run. A golden
handshake policy probably can not drastically change the outcome. Thus there
may be a substantial decline in the standard of change the outcome. Thus there
may be a substantial decline in the standard of living of the redundant workers,
particularly for those in the informal sector, '



Rahman and Ali: Social Consequences of Structural Adjustment Policies 223

IV.3 Wage Rates :

The organised industrial workers and government employees are protected to a
considerable extent against a fall in their real wages as they have institutional
means to bargain with their employers. However, the unprotected low-paid urban
workers in the informal sector and the agricultural labourers are bound to suffer
by a decline in their real wages in a period of rapid inflation. In the event of a
depressed agricultural output prices, the agricultural wage laborers can also
suffer as the employers may not have enough disposable income to hire them at
all. Small and medium farmers will instead increase their rates of self-
exploitation. Even if they are hired probably they will be paid less. Table 4.6
gives the real daily wages for un-skilled labourers. It shows that the daily wage in
both formal and informal sectors has either declined or remained stagnant during
the structural adjustment period. Table 4.7 shows the trend in agricultural wage
rates. It shows both current and real wages. It is observed form this table that,
the real wages for agricultural labour has declined from taka 8.0 per day in
1985/86 to taka 6.5 per day in 1988/89. It is also observed from this table that not
only real wages, current wages have also declined from taka 32.92 per day in
1986/87 to taka 31.39 per day in 1988/89. Thus it is clear that the wage rate for
agricultural labour declined during the SAP period.

A comparison of wages between unskilled industrial workers and un-skilled
agricultural workers for different sectors has been presented in Table 4.8. It can
be seen from this table that the wage differentiation between them increased
during structural adjustment period. Table 4.9 presents the trends in indices of
real wages in urban sector. From this table we can see that the index of real
wages for construction laborers declined from 159 (1973/74=100) in 1988/89 to
143 in 1990/21. But for other industrial sub-sectors, the wage rates were either
constant or increasing. Thus these figures imply that the workers ‘of the informal
sectors have been discriminated against their counterparts in the formal sector
and structural adjustment policies have only helped deteriorate their position.

IV.4 Social Expenditure

The government has been forced to slow down the growth of public expenditure
and to shift the expenditure pattern to reduce fiscal deficit and facilate debt and
interest repayment. It is easier for the government to reduce the capital
expenditure, social expenditure and expenditure on subsidies, as sueh reduction
will not cause immediate reactions from the affected groups. Table 4.4 shows
that social welfare expenditure declined from taka 30.6 crore in 1990/91 to taka
28.5 crore in 1991/92. The same trend can be observed in Table 4.10 which
reflects expenditue on social welfare. It is seen that there was a net decline in
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current government expenditure on social welfare between 1990/91-1991/92.

Fiscal constraints have affected government expenditure on social services and
block allocations on poverty alleviation and rural development programme. In
1987/88 the burden of adjustment fell on rural development programmes as is
shown in Table 4.4. This table also shows that expenditure on education and
training declined between 1988/89 and 1990/91 in absolute terms. Health
services suffered a decline in 1991/92. Compared to 1990/91 in absolute term.

The budget for 1992-93 proposed a sizeable increase in allocation for rural
development and education; but for the other components of social services
notably health, family welfare and women and youth welfare the nominal
increased in expenditures is quite small (T: able 4.11). However, due to inflation,
expenditures on social services are bound to experience a clear fall in real terms.

It can also be seen from table 4.12 that in most cases, actual expenditures on
different social sectors are less than their planned expenditures. As we
mentioned earlier, the allocations on social sectors are first to be axed. Infect
they are easy to be axed. The expenditure on these sectors has thus been
gradually declining in real terms. In many cases not even the reduced revised
allocations have been expended fully.

In the current budget (1992/93) there is no block allocation for poverty alleviation.
In the last budget (1991/92) there were taka 20 crores allocated for this head
(Rahman, Atiur 1992).

The lower allocations to the social sectors in the budget may affect the welfare of
the working classes particularly those who are not organized and legally
protected. If the availability and the quality of social services are reduced, the
poorer groups will suffer more as their real income will be eroded in the process.
A reduction in welfare activities can also have additional adverse impact on the
" yulnerable groups. A reduction in investment in health or education (even if filled
in by the private entrepreneurs!) will deprive the vulnerable sections-of the basic
avenues of self-improvement (Vials 1993). Thus there is obvious evidence that
the burden of structural adjustment has fallen mostly on the working classes in
the informal sectors and vulnerable groups, while little austerity is visible
elsewhere.

V.5 The argument for reducing subsidies are very strong at the theoretical level.
The conventional wisdom suggests that apart from their macro level implications,
i. e. in generating inflationary pressures, they are counter productive as they take
away the incentive from the beneficiaries to become self reliant. They conceal
the true social cost of an enterprise of a product. The most important argument
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against subsidies is that they are difficult to target. Rarely they reach the right
group for any length of time. There are, however, two powerful arguments in
favour of subsidies as transfer of income from more affluent groups to less
affluent groups (Vyas, 1993), here we will focus on second argument and we will
try to find out what has been the situation during the structural adjustment period.

For the poor, two types of subsidies are important. One is agricultural input
subsidies and the other is food subsidies. According to the IMF-World Bank
prescriptions under structural adjustment policies, government of Bangladesh
has withdrawn agricultural input subsidies. Moreover, the government has
increased tax on diesel engine used for irrigation in agriculture sector in the
current budget (Rahman, Atiur 1992). The impact of this withdrawal of subsidies
and increased tax on irrigation would be more adverse for the backward regions
and the weaker sections. These impact will be compounded even if the farm
prices are raised to compensate the agricultural producers for the rise in
irrigation cost and the prices of fertiliser. In that case, those who have marketable
surplus would benefit more and marginal farmers and landless labourers will
have to pay more for an essential commeodity like food.

In the context of Bangladesh, where a sizeable number of people have been
suffering from malnutrition and undernutrition (as shown in Table 4.186), the
reduction of subsidies on food is probably not fully justified. Despite
administrative leakage, this is perhaps one of the most important ways to transfer
income from high and middle income classes to vulnerable groups. It can be
observed from Table 4.10 that food subsidy has been drastically reduced during
1990/91 and 1991/92. The reduction of subsidised food has not been similar
across the board. There are still priviledged classes, mostly unproductive, who
enjoy subsidised food despite the fact that they belong to high salaried groups.
Of course, World Bank has recently been insisting of the withdrawal of the
subsidy given to these exclusive groups as well. In any case, the implication of
the removal of the subsidy from inputs and the food subsidies in Bangladesh are
more complicated and do not permit a doctrinaire approach. Given the ever more
shrinkage in domestic market it is probably better way to impure purchasing
power of the farmers.

IV.6 Social Safety Net Programmes and Food Management

About half of the population in Bangladesh can not afford an adequate diet. The
poorer sections require increased employment and income to ensure adequate
food intake. Economic growth may be the long run solution to undernutrition. In
the short run, targeted safety net programmes can help augment their food
security. Public food grain distribution system (PFDS) is one of the programmes
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that can help the poor. Some components under public foed grain distribution
system like relief, food for work, vulnerable groups development. Pally rationing
channel and marketing operaticns are targeted directly to the poor and
vulnerable groups.

It may be noted here that the public foodgrain distribution system originated in
1943 during the Bengal famine, and expanded rapidly in the year after
independence (World Bank, 1993). In recent years the system has been re-
examined in detail. It has come under serious criticism in terms of its objectives,
costs and the impact on the poor. These criticisms have become stronger in the
context of structural adjustment. Despite these criticisms we strongly feel that a
minimum food security must be assured to the vulnerable sections. A subsidised
foodgrain distribution for well targeted groups is probably the easy solution of
food insecurity. But if it entails inefficiency and corruption, probably other means,
mainly by enhancing their entitlements to food need to be seriously considered
by the policy makers.

Recently the government of Bangladesh has abolished its Pally rationing
channel. World Bank thinks that there are a number of other programmes that
should be restructured or eliminated (World Bank, 1993). Table 4.13 shows the
trends in public food grain distribution system operations. It shows that relief
programme has been drastically reduced. Relief declined from 918 MT in
1920/91 to 427 MT in 1991/92. Food for work and canal digging programme has
also declined (to 457 MT in 1989/90 from 611 MT in 1988/89 and then it
remained roughly the same for the subsequent years). This table aiso shows that
marketing operations have been stopped since 1987/88. According to the current
budget (1992/93) the allocation for VGD/relief is taka 272 crore which is taka 20
crore less than the previous year's budget.

Table 4.14 shows another feature of public foodgrain distribution system. It again
proves that the vulnerable groups are being discriminated against the better-off
sections. In this Table a comparison of public foodgrain distribution system
between FY 92 and FY 93 (projected figure) is made. It shows that 25.1 per cent
of total foodgrain distribution by the PFDS in FY 92 was targeted towards
relatively better-off segments of the country which will be increased to 29.1 per
cent (projected figure) in FY 93. On the other hand, 42.1 per cent of the total
foodgrain distribution targeting the poor in FY 92 will be reduced to 40.1 per cent
in FY 93. It can also be seen from the same table that relief distribution which is
6.6 per cent of the total foodgrain distribution in FY 92 will decline to 5.7 per cent
in FY 93. It is clearly disturbing to know that 29.1 per cent of the PFDS in the
country is targeted towards relatively better-off groups. The present social safety
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net programmes FFW, VGD and RMP only cover 5.7 million beneficiaries while
the number of people who are severely undernourished and cannot afford a daily
diet providing 1880 calories is around 30 million (World Bank, 1993).

Apart from the foodgrain distribution programme, the government traditionally
procures food from the market and then sells it in the open market to smooth out
fluctuation in inter annual and seasonal prices. They have, however, been costly
and their impact on rice prices has been marginal at best (World Bank 1993).
Thus procurement has been ineffective in guaranteeing a floor price to poor
farmers, particularly in more remote area.

IV.7 Consumer Price Index

Liberalization of trade regime, lowering of tariffs and the accompanying
devaluation of taka have important implications for standards of living in the
informal sector workouts. These cause price rise and have recessionary impact
on the economy. The impact of devaluation to accelerate inflation is widely
mentioned. The reduction in tariffs have forced the government to take resort to
hike in excise duties on a large seale, thereby again helping price rise affecting
the commonman.

In the current budget, (1992/93 budget) taxes on the commodities, which are
imported from donor countries, and which are mainly used by middle and upper
income classes viz. electronics goods, have been reduced. On the other hand
new tax and VAT has been introduced on the commodities which are used by
government's revenue collections, the contractionary impact of it is yet to be
seriously scrutinised. There is certainly multiplicity in VAT and if covered
indiscriminately it may have serious social and political consequences. Thus tax
policies of the government are ultimately going against the weaker sections of
the country.

Table 4.15 shows the trends of consumer price index for different gorups of
people. From this table it is observed that the rura!l consumer price index
increased by 9.4 per cent in 1990/91 and 6.3 per cent in 1991/92. Compared to
this it increased by 5 per cent for Dhaka middle income and Dhaka government
employees, and for industrial workers, it increased by roughly 4 per cent. If we
compare these price indices with agricultural wage rates (Table 4.7) and wage
indices for urban sector (Table 4.9) it is clear that the situation for agricultural
labourers and construction workers has been far more worsening.

IV.8. Overall Poverty Situation

- Human development and poverty allegation are among the GOB'’s top priorities
(vide Fourth Pfan) and its policy agenda emphasizes the need to improve the
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quality and coverage of the education system as well as health and family
planning services. The plan also envisages expanding social safety net
programmes serving vulnerable groups. However, the GOB's human
development and poverty alleviation policies have not been fully implemented,
the education and health sector continues to suffer from many problems. Food
distribution channels that benefit relatively better-off groups are diverting
resources from much needed social safety net programmes for the extreme poor
(World Bank 1993).

Table 4.16 represents the overall poverty situation in the country. It shows that
the percentage of population with daily calorie intake per-person below 2122
calories was 52 in 1985/86 and 47 in 1988/89. Though it shows a slight decline
over the period (1985/86-1988/89) the percentage of population with daily calorie
intake below 1805 calories on the other hand shows a sharp increase (from 22 in
1985/86 to 27 in-1988/89). Thus it implies that even though poverty situation may
have improved for moderate poor but it actually has worsened for the extreme
poor. It can also be seen form the same table that percentage of population
below 1805 calories sharply increased (from 22 in 1985/86 to 30 in 1988/89) for
rural people and increased slightly (from 19 in 1985/86 to 21 in 1988/89) for the
urban people. These show that the poverty situation is worse in rural areas than
that in the urban areas.

Table 4.17 shows the same trends in terms of income distribution. According to
this table percentage of income accruing to bottom 40 per cent of the total
population declined from 19.35 in 1985/86 to 17.53 in 1988/89. For rural areas it
declined from 19.95 to 18.02 and for urban areas 19.20 to 17.52. These indicate
that income inequalities actually increased during structural adjustment periods
which is again supported by an increases in Gini-coefficient (from. 37 in 1985/86
to .38 in 1988/89) as shown in the table.

It is now clear that the gains in poverty ‘alleviation achieved in the early 1980s
have probably 'Fizzled out', during later years (UNDP 1993). The head count
ratio based on the latest Household Expenditure Survey (HES) shows that in
1988/89 the proportion of the rural population below the poverty line increased to
43.8 per cent from 41.3 per cent in 1985/86. In the urban sector, a similar trend
was observed. The share of urban poor increased from 30.6 percent in 1985/86
to 33.4 per cent in 1988/89. The slight improvement of the poverty situation
registered since 1989 points mainly to unsustained and fragile nature of these
trends.

Table 4.18 represents child nutritional status of the country. This table shows that
percentage of children under chronic malnutrition declined from 56.1 in 1985/86



Rahman and Ali: Social Conseqﬁences of Structural Adjustment Policies 229

to 51.1 in 1989/90 but children under acute malnutrition increased from 8.1 per
cent in 1985/86 to 8.6 per cent in 1989/90. Thus we can conclude that child
nutritional status has not been improved during structural adjustment period.

The situation of poor women has also been worsening. The BIDS survey (by
Rahman and Sen 1992) of selected representative villages shows that the
percentage of female headed households was 5 per cent in 1990 and 4 per cent
in 1992. But the distribution of these household across socio-economic groups
shows that 80 per cent belong to the ranks of the poor (chronic deficit and
occasional deficit). This underlines the strong association of female headedness
with poverty. Between 1990 and 1992, this association if anything has become
even stronger with 62 per cent of poor (chronic deficit) in 1992 as compared to
50 percent in 1990 (as shown in table 4.20. This, infact, points towards even
greater precariousness in the position of female-headed households. 3

48.1 Rural Poverty

According to the recent BIDS survey of 17 villages out of the earlier selected 62
villages (Rahman and Sen, 1993) although some improvement in the standards
of living were noted among the self-categorised moderate poor, the condition of
the extreme poor did not show any change (see Table 4.18). The incidence of
chronically deficit households increased marginally (20% to 21%) during 1990 to
1992. Rahman and Sen (1983) have, therefore, concluded that the poorest to the
poor have not yet been able to integrate themselves in the processes of growth
and the safety net extended to them also appears 10 be porous.

They also claim that vulnerabilities arising out of multi-faced crises and problems
leading to erosion of income are quite active and they probably explain the
persistent deprivation amongst the chronic deficit groups to a large extent.

They also note very low contribution of the current public health expenditures
towards alleviation of poverty. Only a tenth of the rural sicknesses are treated in
the government health care facilities and incidence of this treatment has been
declining.

IvV.8.2 Urban Poverty

A recent study on urban poverty (Sen and Islam 1993) reports trends in urban
poverty which is shown in Table 4.21. As evidenced from this table the
percentage of urban population living in absolute poverty steadily declined form
the early seventies upto the mid 1980s (from about 63 per cent in 1973/74 to 31
per cent in 1985/86). Since mid 1980s the incidence of urban absolute poverty
has gone up (from 31% in 1985/86 to 33% 1988/89. Despite some improvement
in urban poverty situaitan in the eighties, the overall level of urban absolute
poverty in 1988/89 was still higher than the cofresponding figure available for
1963/64 (32%).
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Table 4. 22 white shows slight improvment in real wage for most of the urban
workers, the most deprived group is unskilled construction workers. Their wage
level has, infact, declined.

It may be noted that the overall labour force participation rate is higher for the
urban poor households compared to the rural poor households. It is interesting to
note that the indicator relating to participation of female workers as percent of
total workers declines as one moves from the extreme poor to the non-poor
groups. Higher female participation in the extreme poor group is probaly a
desperate response to the severe poverty. The incidence of female headed
households is also higher for the extreme poor group vis-a-vis the non-poor
group. This is true for both rural and urban areas.

According to Sen and Islam (ibid) the length of migration is higher for the non-
poor households compared with that of the poor households. This has been due
to a shift overtime from low remunerative jobs to self emloyment opportunities
(mostly trade, transport services).

Considerable differentiation exists within the urban slums with respect to living
standard indicators, such as clothing, social awareness and participation, etc.
Table 4. 22 shows that only 40% of household heads in the extreme poor group
have access to winter cloth compared with 79% registered for the non-poor
groub. '

As regards the housing indicator, non-poor slum households have a clear
advantage over the extreme poor households in respect of housing space,
tenurial status and the quality of house structure.

For the extreme poor housholds 22% of boys and girls in the age upto 6 years
under the immunization programme is quite low in the urban poor group (only
one third with 53% recorded for the non-poor group in the slums). Only 19% of
household in the non-poor group in the siums have access to sanitary toilet
facilities as compared to 5-8% for poor group.

In a resource poor country like Bangladesh organisation itself is a valuable asset.
If alone a person is quite vulnerable, together they are not. Only a few urbgn
poor households participate in club/organisation. The corresponding indicator is
higher for the non-poorgfroup (21% vis-a-vis 3-9%).

Table 4. 22 borrowed from Sen and Islam (ibid) further peporis on the perception
of the slums households about change in their economic status over the last
three years (i. e., over 1990-92). The table shows that the degree of
improvenment has been more pronounced only in case of the non-poor group.
For instance, only 17% of the extreme poor households have reported some
improvement in their income status, while the matched figure for the non-poor
households .is as high as 66%. Within the broader ranks of the urban poor, the
moderately poor households have benefitted more in comparision with the
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extreme poor households.
The data reported here show that significant differentiation exists not only within
the slum community, but also within the broader ranks of the poor. The case of
hardcore poverty is starkly poor group are contrasted with the corresponding
figures recorded for the moderately poor and non-poor groups.
A different study on squatter settlements (Afsar 1992) also supports the above
assertions about the urban extreme poor. According to her study squatter
settlements are marked by almost total absence of basic serveices and they are
Cnstantly haunted by the threat of demolition. For example, according to Afsar
(ibid) in a squattar settlement in Purana Paltan there is no provision for drinking
water for a population of about 5,000. Desperate squatters often use
contaminated water from roadside drains and potholes which carry human
excreta from hanging latrines and wastes from bathing. Kitchen and laundry, for
cleaning of utensils and washing clothes. In case of toilets, the situation is
equally bad.
The overall environment in the slum and squatter settlements is filthy. The
settlers are open to all kinds of diseases, mostly water borne. Despite their long
stay in the city, they have not acquired any of the municipal rights-for a dignified
living. There is no budget provision for alleviation of urban poverty, even through
the urban poverty situation has been deteriorating due to increased migration
from the rural areas. '

V. SUMMARY AND CONCLUSION
The paper reports mixed findings on the impact of the SAP on issues like growth,
investment, exports earnings etc. throughout Third Word. However, SAP could
not stop the deteriorating condition of the rural poor. The condition of the poor
rural women is even worse. The Bangladesh experience of SAP is also quite
mixed. While donors are quite ‘enthusiastic about the succes of SAP in
generating reasonable growth rate (almost 5% this year), the critics argue that a
number of important macro economis variables remain unfulfilled.
i. Employment : A reduction in public investment had led to retrenchment which
include the unorganized and weaker sections of the society. The new jobs
created are not enough to compensate the job loss which follows SAP. There
has been a substantial decline in the standards of livings of the retrenched
workers.
ii. Wage : The unorganized workers in the informal sector and agricltural
labourers have experienced lower real wage during SAP period. Wage
differentitation between unskilled industrial workers and unskilled agricultural
workers increased during structural adjustment period.
iii. Social Expenditure : Fiscal constraints have affected government
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expenenditure on capital investment, social infrastructure, social
services,subsidies etc. which have affected more adversely the most
disadvantaged groups. The unorganized groups (e. g. construction workers)
have been more affected.

iv. Subsidies : Withdrawal of subsidies in agriculture has not only reduced the
real income of the agricultural labourers but also has reduced the purchasing
power of the majority of the farmers which has an adverse impact on the size of
the home market.

v. Social Safety net and food management : The size of the social safety net
has been gradually shrinking due to reduction in allocation of fund. Allocation for
relief, FFWP and GD Programmes have visibly been reduced while the extreme
poor are on the increase. Overall food security has not improved despite
availability of food due to lack of entitlements to the food by the extreme poor.

vi. Consumer price index : The rural consumer price index increased over the
last two years compared to the urban middle class and industrial workers.

vii. Poverty situation : While there has been some improvement in the
incidence of moderate rural poor the magnitude of the extreme poor has
increased. The income distribution has become more skewed as reflected by
share of the income of bottom 40% population. The Gini-coefficient also supports
this trend.

There has been no*sustainable effort in containing the processes which increase
crises in rural sciety and also the erosion of income. Access to government
health facilities has not improved either. The conditon of the urban extreme poor
has also deteriorated over the SAP period. The condition of the slum dwellers is
even worse as they live under most inhuman and unhygenic condition.

So from the empirical evidences it is clear that the protagonists of the SAP have
not depth of deprivation and erosion of income among the extreme poor both in
the rural and unban areas, the SAP appears to be quite vulnerable to challenges
from those who have been marginalized by the policy reforms. The affected
groups are, however to challenge directly the policy packages wich have made
them poorer. But this should not be perceived as a strength for SAP. Rather
policy makers should be more sensative to the social consequences of SAP and
try to evolve mechanism to improve the condition of the very poor. Otherwise the
ssatainability of the policy reform programme will always remain vulnerable.
Some suggestions may be made here to achieve these goals.

1. Policy makers should not get carried away by only improved growth rates. The
prime consideration should be whether the growth process is poverty reducing
rather than poverty augmenting.

2. Human development effort should aim at skill development and the quality of
social sector investment should gear to improvement of the quality of manpower.
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3. Social mobilization, protection of rights of the poor by legislative, strengthening
monitoring institutions like independent judiciary, mass media, advocacy groups,
human rights groups, think tanks etc. should be included in the package for
sustainable poverty alleviation strategy.

4. Policy reforms, if needed, should originate from independent policy analysis
and dialogues encompassing all segments of population. Policy measures
dictated from outside should not be accepted uncritically.

5. Even if the policy packages given by the donors are forced on us, the pace of
the reforms prticularly with regards to fiscal contraction and labour retrenchment
* should be moderated and be spread out over time in order to avoid major
political upheals and cleavages in the society.

6. The programme for privatisation has to be harmonised with the picking up of
growth process and alternative investment climate available in the society. The
capacity -of public sector should first be scrutinised by independent groups and it
should not be treated unfairly just for the sake of pleasing the donors.

7. Care should be taken that the austerty measures do not affect the capital
expenditure, particularly all weather roads, electricity, irrigation related
infrastructure, social expenditure etc.

8. While indiscriminate industrial sections by motivated trade unionists should be
avoided the need for trade union and bargaining should not be brushed aside. A
long term cooperation between capital and labour has to evolved in any case.

9. Social safety nets should be designed in a manner that they can meet
requirements of the different vulnerable groups. The major focus of the safety
nets should be on informal unorganized weaker section of the working classes.
10. Special poverty alleviation programmes for the extreme poor, important
targeted programmes for the moderate poor should continue to get priorities from
the policy makers.

11. Efforts should be made to improve entrepreneurship, skills training,
technological upliftment, and credit delivery system to improve the quality of
services provided by informal sector.

12 Stability of economic and social policies has to be maintained at all costs and
a long term coalition had to be made with the producers, especially farmers,
workers and entrepreneurers. .

13. Poorer section should be protected against sharp rise on the cost of social
services by investing more on the infrastructure development.

Well developed safety net programmes and greater sensitivity to the social
consequence of structural adjustment will prove beneficial not only to the poor
but will also protect the policy packages from sudden disruption caused by social
unrest and political uphevals,

Appreciation of such a policy prescription, of course, presuposes a fairly deep
commitment to the long-term sustainability of the poverty reducing growth
process and democratisation of the methods of policy analysis and
implementation by strengthening over all national and local capacity building.



234 . Bangladesh Journal of Political Economy Vol Xill No. 1

Statistical Annexure

Table 3.1
Macroeconomic Trends in the Global Economy 1965-80
(percentage)
China OtherLow  Lower Middle ~ Upper middle
and income income income
India countries countries countries
65-80 80-90 65-80 80-90 65-80 80-90 65-80 80-90
1. Growth in GOP &8 76 Ha8. 39 53 3 BT 2.4
2. Growth in domes- 7.0 1041 881" 493 8.1 0.4 8.0 0.2
tic investment
3. Growth in exports 4.1 9.8 5.8 15 3.9 38 39 1.9
4, Rate of inflation 32 68 173 151 236 ©B4.8 19.3 102.1

Source : Sobhan 1992

Table 3.2

Rural Population Below the Poverty Line (head count ratic) in Slelected Countries,

1965 and 1988

Percentage of rural Rural Population Number of absolute Changes in rural
population below the poor in rural areas population below
poverty line (head (000) poverty line
count ratio)
Country 19650 1988 (000) Percent  {000) Percent 1865 1988  1965-1988(000)
close! 1965 oftotal 1988 of total
populs-  populz
tion tion
Bangladesh 83 86 54683 94 95503 87 45387 82133 36746
Brazil 66 73 41832 50 35570 25 27609 25966 -1643
India 53 42 402072 81 598614 73 215098 251418 38320
Kenya 40 53 8910 91 18005 78 3564 9903 6339
Maxico 48 51 20188 45 24238 29 8882 12361 2479
Philippines, the 56 64 21907 68 34985 59 12268 22390 10122
Thailand 56 34 26700 87 42542 79 14952 14464 -488
Zambia 52 80 27 T 3682 47 1441 2946 1505

Source : IFAD, 1932
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Table 3.3
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Functionally Vulmerable Groups of Population in the Rural Areas Selected Countries

Rural Population Functionally vulnerable
population in rural areas

Country Tota  Smal  Landess Nomadc Etwic  Smaland  Reluges Number Percentage  Inhouse

wral  holder  (000) Pastorslists indegenos  arfisanal  incountry  (000) of rural holds heade

(000) famer 1988 {0oa) (000) fishermen  ofasys 1988 population by womean

1988 (000} 1988 1988 (000) (000) 1988 (000)

1588 1988 1988 1988
Bangladesh 95503 60167 19101 955 6112 — 85380 89 15280
Brazil 570 7114 13872 25 : - 21211 60 4980
India 508614 261340 179584 29931 782 247 468962 78 89790
Kenya 18005 10263 2341 954 . 702 1 14271 79 5402
Mexico 24238 113%2 7756 1200 9 163 20304 84 3636
Philppines 34985 13934 11895 5877 21 31787 91 4198
Thailand 49547 17442 6381 33 440 24646 58 T 723
Zambia 6718 5240 672 13 172 8097 9 2351
Not available; - : Not applicable, : Negligible
Source : IFAD, 1992,
Table 3.4

Estimates of the N
Poverty Line

umber of Rural women Living Below the
in Selected Developing cCountries

Total number of rural women
living below the poverty line (000)

Country 1965-70 1988
Bangadesh 24061 44887
Brazil 15436 14228
India 116194 148157
Kenya 2339 6302
Maxico 5445 7089
Philippines, 6791 12245
Thailand 8577 2040
Zambia 859 1888

Source : IFAD, 1992
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Table 4.1 .
Income and Expenditure as % of GDP

Fyet FYss FYs4 FYes FYes FYe7 FYss FYss FYeo FY91 FYse
Total Revenue 94 87 81 88 91 89 89 --95 93 96 109
Tax revenue 7.7 7.2 6.7 7.1 7.1 7.2 7.1 75 78 78 87
Non-tax revenue 17 1.5 1.4 1.7 20 fir 1.8 2.0 16 18 22
Total expenditure 184 197 172 162 166 173 161 167 171 164 155
Current expenditure 56 6.5 6.5 6.5 75 7.7 8.1 B.5 88 ~ BY 86
ADP 10.1 102 8.5 7.5 7.8 g8 6.4 6.7 64 62 57
Overall budget deficit 9.0 110 9.1 74 7.5 8.4 7.1 7.2 7.7 68 44
Excluding food stocking 7.8 11.1 8.0 5.9 7.5 8.3 6.3 7.5 73 67 44
GDP (market prices) 23408 29343 35252 40693 46623 53920 59714 65960 73757 83439
50329
(Tk. crore)
a= Excludes food subsides, which are included under the food account deficit.
Source : World Bank, 1993

Table 4.2
External Accounts

FYs5 FYs6 FYs7 FYss FYso FY90 FYo1  FY92
Exports 6.0 5.3 6.1 6.5 6.3 6.8 7.6 8.7
Imports -17.0 -152 -149 -156 -16.5 -16.8 -15.4 -15.1
Services, net -05 .-08 -0.9 -0.8 -0.6 -0.5 -0.1 -0.1
Private transfer,net 3.1 3.8 42 4.1 4.1 3.6 3.8 4.3
Current Account -8.1 -6.9 -55 58 6.7 -6.9 -4.1 2.3

Source : World Bank, 1993
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Table 4.3

Consusption, Investment and Savings (% of GDP)

1080- 1981 1982- 1983 1984- 1985 1986- 1967- 1988~ 1989- 1990-  1991-

81 g2 8 8 8 B8 & 88 8 9% 9 2
Consumption (c) 966 989 997 985 980 982 965 975 988 984 9676 9555
Private 910 919 939 919 909 895 878 882 906 894 8620 84
Public 6 70 58 66 71 87 87 93 82 90 105 11.28
Investment 158 150 136 123 130 118 124 119 117 110 1040 107
Private 72 63 50 50 63 51 51 53 60 60 582 565
Public 67 87 86 73 67 €7 73 6O 57 50 45 48
Aggregated Expenditure 1125 113971133 1108 111.0 1100 1080 1034 1105 1084 107.18 105.92
(C+)
Private 990 982 989 969 972 946 929 941 966 95 G202 8992
Public 135 157 144 139 138 154 160 153 139 140 1615 1601
GDP 100 100 100 100 100 100 100 100 100 100 100 100
Domestic Resource
Balance 425 -1a9 -133 -108 -11.0 -100 -89 B4 -105 94 716 5%
Domestic Savings A& {4003 1S 0 18 035 0 2B 12l 16x 32l
National Savings 58 30 52 56 48 47 63 60 48 43 642 819
Foreign Savings 100 120 84 67 82 70 55 69 69 67 396 218
Real Rate of Interest g5 33 817 38 .z B2 2% - 4san . = =
Real GDP Grosth 1021 35 47 49 39 43 42 29 25 €6 34 3%

Source : World Bank, 1993 and Rahman, 1992.
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Table 4.4
Annual Development Programe (Taka crore) (INED estisates)

1980- 1981-  1962- 1983- 1984- 1985  1986- 1987-  1988-  19BS- 19%0-  1991-
81 82 B¥ 64 85 86 87 88 8 Lt} 9 92

Agriculfure 282.3 3145 4154 4764 2873 2044 1909 2887 260.0 2627  307.2423.45
(11.4) (321) (147) (-37.7) (-289) (6.6 355 (05) (1.00)9169) (37.9)
RuralDevelopment 961 1000 1038 736 915 994 1083 910 998 {778 2223 387
@1 (39 (282 (243 88 (90 (160 (07 (782  (250) (434)
Water and Flood 4089 3689 3189 3893 3926 4134 4606 4487 6357 B84O 6793 5358
Control (98) (138 (21 (08  (53) (114 (26) (41.8) (381) (232 (21.1)
Industry 2776 2700 2470 2336 2491 5369 6969 4307 4794 44089 964 11924
(27) (85 (54) (68) (1155 (298 (-382) (11.3) (80) (781) (237)
Power, Scientific 3758 5114 5788 6971 8656 9487 11530 o771 9850 9852 V4772 06938

Research and (36.0) (132) (204) (242) (66 (215 (153) (0.8) (0.0) (-24.1) (430
Natural Resources '
Transport 4569 3703 3947 2448 2690 2561 4417 4663 6842 7502 630.1 83709
(-205) - (68) (-38.0) (98) (4B8) (722) (57) (467  (96)  (-16.0) (329}
Communications 668 788 980 50.3 70.7 44.1 370 97 1648 1708 11381 164.24
(17.9) (255) (49.2) (406) (-37.6) (-16.1) (161.4) (704) (35)  (-33.4) (445)
Table 3.4 continued
Physical planning 1559 1485 130.0 163.6 114.0 1140 1380 1675 1615 2864 2311 31458
and Housing 60 (11.3) (258 (303 (0.0} (21.9) (205 (-36) 773) (193] (361)

Eduwalionand Training 670 861 1052 1284 1252 1281 1976 2133 2005 2249 1734 2968
(112 (222) @) (25 (23 (843 (78 (18 (74 (229 (12

Health 61.2 692 738 708 93.0 86.3 733 833 851 978 1411 137.34
' (131) 68y (42 (314 (287 (100} (138 (22) (146) (447 (27

Family Planning 4686 400 mn2a B5.7 1018 B7.9 1048 1409 1686 '1‘259 304 271102
(-142) (780) (20.4) (18.8) (137 (192) (34.4) (197 (-253) (1485} (-127)

Social weltare 191 205 121 14.2 155 135 ) 201 158 366 258 306 285
7.3y (4100 (18.3) 82 (428 (489) (209 (1302) (-295) (188) (65)

Manpower and g1 88 248 242 135 58 T4 26 28 28 CEr -
Employment (242) (2565)  (-1.6) (442) (-56.3) (254) (849 (11.5) (00 62.1) (-468)
Other 0 78 4130 3B40 4793 5107  B0O91 7537 6214 11030 15820 150423
(1330.4) (2123 (354) {66) (584) (6.8) (176 (775) (43.4) (49

Total ADP 23645 23911 26877 30060 31681 34204 44301 41464 46150 55387 526099 60240
1.1y (124 (118 (5.4) (82) (204) (68 (11.3) (200 (-48) (143)

Source : World Bank 1993.
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Table 4.5
Distribution of Population by Economic Activity

1983/84 1985/86 J 1990
Male Female Total Male Female Total Male Female Total

Population aged 10 68.31 68.02 68.17 69.77 68.40 69.29 66.79 65.67 -66.26
Years and above

Economic Participation

Civilian labour force 78.31 789 4391 5348 6.40 30.31 55.37 4130 4860

-Employed 77.11 757 43.14 53.10 6.20 30.02 54.60 4067 4793
-Unempioyed 1.20 0.31 0.77 0.39 020 029 140 1.52 1.45
Other 21.69 92,11 56.08 16.05 6200 3864 - - 51.40
-Household work 0.30 7476 36.67 - 4980 2448 - - 18.60
-Inactive 21.39 17.35 19.41 16.05 1220 1416 - E 32.80

(In effect also unemployed)

a= % of person 10 years old and above found engaged in productive activities during the
survey period .
Source : World Bank, 1993,

Table 4.6
Daily Wages for un-Skilled Labour
1980- 1981- 1982-  1983- 1984- 1985 1986~ 1967- 1988- 19B9- 1980- 1994

B1 82 83 B4 :13 86 87 88 89 80 91 e2
Agricultural 653 541 6.13 628 688 EB00 7.76 708 651 na na na
(Without food) {G50) (372) (245 (955) (16.28) (3.00) (B76) (B.OS)
Fishery BS7T 823 773 B35 638 689 738 na na na na na
(-4.0) (-6.0B) (-17.85) (047 (8.00) (7.11)
55 Rural Industry 650 585 589 777 818 852 932 B81 920 G685 454 834

8460 (-1.01) (3192} (5.28) (4.16) (9.39) (547) (443 (815 (412} (210
Cotton Textile Wokers 787 733 780 7.62 754 BAT 812 845 8B4 BSe BSOSO B0
+80) (B41) (231} 105 (B36) (061 (406 (225 (405 (-1.000 (OO

Jute textile workers 778 717 789 712 652 806 B.26 784 BB8 904 B85 685
(784) (588 +E18) (-B.43) (2382) (248 (-5.08) (10.71) (415 (-210) (045
Match Ind. workers B51 808 T3 708 645 627 615 123 T8¢ B40 868 an2
(-645) (21.18) -407) (-880) (-279) +1.91) (1756) (913 (646 (3.3]) (3%
Eng Ind. workers 786 Ta4 787 B02 815 10.38 862 726 BS8 991 1035 10.68
(247) (7420 (083 (162) (27.3) (-16.28) (16460 (1B.18& (1550) (444 (512
Veg oil ind, workers 647 B28 8520 580 G568 596 582 623 681 744 761 B.06
-278) 00 178 +180) @475 (087  (5.24) (831 (225 {228 (5.41)
Construction workers 810 B8B7T 914 BE5 B2F 949 1) 10.72 1127 1077 1016 0Bl

(-253) (3.04) (-536) (-451) (1488  (3.68) (8.84) (5.13) (-444) (-5.66) (-3.25

Source : World Bank, 1993.
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Table 4.7

Agricultural Wage Rates

(Tk./day, without food)

1980- 1981- 1982- 1983- 1984- 1985- 1986- 1987- 1988-

81 82 83 84 85 86 87 88 89

Current 1401 1538 1705 1958 2445 2953 3292 3230 3.3
(.78) (10.86) (14.84) (24.87) (2078) (11.48) (-1.88) (-2.82)

Real 653 590 813 o634 . 685 . 800, 776 - 708 - GBI
(1973/74 prices) (9.65) (390) (343) (931) (1544) (30) (-8.76) (-8.08)

Source : World Bank, 1993.

Table 4.8

Wage Differentials
Un-Skilled Industrial Workers : Un-Skilled Agricultural Workers

1980- 1981- 1982- 1983- 1984 1985~ 198&- 1987- 1986- 1989- 1990- 1991-
81 82 83 84 85 86 87 88 B9 90 i 92

Agriculture 1.00 100 100 100 100 100 100 1.00 100 na na na
Fishery 131 139 126 101 083 08 095 na na na na na
SSindustry 099 101 096 124 11 g 107 120 124 139 na na na :
CottonTextle 121 116 117 110 098 097 098 110 124 na na na
Jute Textile 148 114 113 1.03 0.86 0.96 099 1.02 125 na na na
Matches g9 106 110 103 085 075 074 095 113 na na na
Engineering 110 118 118 116 107 123 104 085 123 na na na
Vegetableol 0.98 099 084 084 075 071 071 081 088 na na na

Construction  1.38 140 137 125 108 113 118 140 162 na na na

Source : World Bank, 1993.
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Table 4.9

Trends in Indices of Real Mages in Urban Sector 1981/82-1 990/91

¥

{1973/74=100}

1981- 1983- 1985- 1986- 1987- 1988- 1988- 1980-

82 84 86 87 88 89 80 91

Match 105 111 98 96 114 124 132 136
Cotton Textile 132 138 147 147 152 155 161 160
Jute Textile 95 94 106 108 103 115 120 117
Engineering 119 128 166 107 113 124 135 138
Vegetable Oil 114 105 108 107 113 124 135 138

Construction 125 122 134 139 151 159 151 143

a - Deflated by the average of the consumer prices for industrial workers in Chittagong.
Khulna and Narayanganj.
Source : Sen and Islam, 1993.
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Table 4.10
Current Expenditures of the Central Government

(Tk. crore)

1980/ 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

1981 1982 1983 1984 1985 1086 1987 1988 1989 1990 1991 1992

GeneralServies 724 865 048 1015 1108 1367 1722 2003 2241 2502 2583 2036
(182) (107 (70 81 (233 (B9) (163) (118) (156 3 (138

Education 27 %@ 24 %5 43 60 747 80 %49 1004 1182 1382
« {20) (87 (241) (@50 (217 (45 (@D (157) (152  (804)  (169)

Heath& Population 77 83 102 128 160 113 275 306 321 367 W7 431
Planning (@7 (228) (264 (240) (293) (1433) (108) (520)(143) B4 (113

Social wellare 2 12 76 183 251 20 32 580 B0 628 672 577
©0) (5583 (1316) (@1 (163) (B66) (47.9) (394) (29 (78 - (140)

Agriculture 32 & 80 109 95 174 196 234 2% 283 300
(66) (281) (351) (362 (128 (31 (128) (18.3) (@4 (105 (6.0)

Mandacuringd 34 87 3 G B B4 20 » @ =B » 29
- Construetion (88) [(162) (606) (333 (7000) (687) (100) (45 LD (7N (115

Transport & 48 5 a2 51 55 64 85 98 413 118 167
Communication (186) (235) (4487) (761) (78) (163) (138 (153 (158 (44 (419

Debt Service 116 24 251 274 318 428 445 590 733 e62 . 64 1108
©310 (1200 (1) (18D) (345 (30 (25 (42 (88 (90 (290

FoodSubsidy 108 182 193 180 250 141 50 0 67 631 3R 244
(669) (60) (171) (562 (436) (645 (1000) — (6 (408 (D)

OtherSubsidy 124 130 ' 168 53 5 0 19 5 79 310 a7 245
(121) (208 (684) (717 (1000) —  (2421) (215) (2924) (280)  (38.2)

Otners 5 9 1 24 167 M8 45 83 56 64 43 382
{-80.0) 0.0) (23000) (5858 (1083) (8620 (312 (11.1) (142) (5612) (-12.3

Tora 1481 1840 247 2503 203 3421 3056 4730 6170 674D 70 7900
(248 (181) (165) (170) (167) (156 {195 (304) (8.2) (8.4) 8.0

Source : WOrld Bank 1993.
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Table 4.11

Revenue and Development Budget

(Tk. crore)

Budget 1892-93 Revised Budget 1991-92
Seclors Revenue ADP Total Revenue AD.P. Tolal
1.Agriculture : 236.00 606.46 B42.45 217.29 492,03 709.32
2.Rural Development 195.77 460,67 £56.44 166.64 370.08 536.72
3.Flood Control & 93.40 945.54 1038.94 87.77 845.29 933.06
Water Resorurces
4 Industry 115.50 217.74 33324 156,34 357.92 514.26
5.Power 11.46 1141.30 1152.76 11.25 1108.40 1119.65
6.0i, Gas & ' 317 675.90 679.07 270 550.04 552.74
Natural Resources
7.Technical and 3224 17.33 49.57 1.81 12.44 4425
Scientice Reserch
8.Transpor 185.85 122461 1410.46 171.87 1081.38 1263.35
9.Communication 0.48 325.80 326.28 0.43 183.56 183.99
10.Public Relation 73.30 40.00 113.30 70.73 25.27 96.00
11.Physical Infrastructure, 476.66 417.12 895.78 513.32 385.43 898.75
Water Supply & Housing
12.Education & Religion 1588.31 796.55 2384.86 1380.16 444.91 1825.07
13.Sports and Culture 17.31 36.92 54.23 16.28 20.27 3655
14.Pubiic Administration 1107.88 56.38 1164.26 1029.22 50.43 1079.65
15.Health 450,81 297.00 756.81 397.50 201.24 598.74
16 Manpower & Family 3881 368.52 407.43 35.01 342,50 337.51
Pianning
17.Women, Sacial Welfare 57.80 65.42 123.32 59.60 39.17 98.77
and Youth Development
'18.Lzbour and Manpower 19.00 30.97 50.06 18.80 11.01 27.81
19.0thers 3484.96 92577 4410.73 3512.00 518.63 413363
ED.Ungxpecied Expenditure.  350.00 - 350.00 23.18 — 23.18:
Total 8550.00 8650.00  17200.00 7900.00 715000  15050.00

Source : Rahman Atiur 1992.
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Table 4.12

Shortfail of Actual Development Expenditure from Planned Development Expenditure
onSocial Sector (actual expenditures as a Share of Planned Expenditure)

1975/ 1976/ 1977/ 1978/ 1070/ 1GBO/ 1981/ 1882/ 1983/ 1984/ 1985/ 1086/ 1967/ 1968/ 1989/ 1980
1676 1077 {976 {070 1980 1081 1982 1983 17084 1985 1986 1967 1388 1980 1090 1991

Rural Heafth
Senvices

Training 084 na 088 067 107 067 088 111 0% 0B% 101 G5 105 073 Q73 06

Hospial. .
Despensarics na na 278 074 113 0BS 059 115 076 178 100 057 83 0B 086 086

Public Health

Services (include

immunerization) na na 087 162 057 062 113 058 0B8% 08 102 071 075 097 na
Primary Education 083 0.41 106 D74 na 040 0B6 066 094 na 100 078 100 0B4 087
Secndary Education 082 103 069 060 na 0893 0,27 058 093 na 116 063 071 078 051
College Education 082 018 062 08B0 090 044 057 na 116 na o4l 111 076 142 038

Uni Education 146 126 082 059 na na 051 09 140 na 077 088 088 058 073

Technical Education 08Y 071 091 076 na 06% 081 059 089 na 074 084 0850 072 067

Urbian Housing na n.a 083 066 na 056 029 044 034 na 079 1.28 077 040 035
Urban Physical
Planning na na na na na 021 050 139 062 15 na 030 021 072 041

Source | UNDP. 1933
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Table 4.13

Public Foodgrain Distribution System Operations

003 mertic tons
1980/ 1981/ 1982 1983/ 1984’ 188N 1086/ 1087/ 19488’ 1GRS 1560 1ac
1661 1982 1983 1984 1885 1986 1987 1988 108 1980 1001 G4z
Statutery 340 312 308 2e3 282 160 210 188 202 156 235 188
raticning (106 1.3 (-4.81 =38 (-433) (@13 (10460 7.4 232 (508) (-28.1)
Priorily 611 B85 646 841 T12 467 868 585 728 822 72 87
categories/a B8 (28 (1) (114 (344 430 (129 228 140 (BOY (4501
Modified rationing 1682 491 368 3% 465 103 57 307 334 i 0 0
(169.8) (-25.1) 84y (185 {-77TB) (1485  (185) (8.8 B
Feliel 5% 1™ 156 120 452 205 248 603 B1& B81 g1p 427
(36.4) (10B0) (-23.1) (2767) (546  (2L.0) (1431 (352 81 (42 (535
Food for Work 349 370 338 441 458 468 480 468 611 457 458 498
& Canal Digging 0 (B8 (305 138) 2.2 26) (257 (308 (252) (02 6D
Marketing 0 110 0 51 B 8 40 0 0 0 ] 0
Operations/d (-84.3) 0.0 (4000y = -
Open Marke! Sales 0 46 118 107 201 128 27 344 255 47 87 25
- {30.0) 23 (879 (-358) (6B.2) (SB5) (-259) B1.6) (B5.1) {2161)

/a: includes essential priorities. other priorities, large employers & direct sales to flour

mills.

/b : marketing operations involve direct sales of grains to deales at subsidized prices.
Source : World Bank 1993,
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Table 4.14

Percentage Share of PEDS Offtake

Channel FYo2 Projections for FY93
Relief 6.6% 5.7%
Test Relief 4.2% 2.5%
Gratuitious Relief 2.4% 1.1%
Others — 2.1%
Targeting the Better off 25.1% 29.1%
Statutory Rationing 7.2% 10.1%
Essential Priorities 6.4% 8.0%
Large Employers 2.4% 3.3%
Other Priorities 9.0% 7.7%
Targeting the Poor 42.1% 40.1%
Food for Work 23.1% 21.7%
Vulnerable Group Dev.  9.8% 9.8%
Palli Rationing 9.2% 8.6%
Rural Maintenance N.A 8.6%
Untargeted 26.2% 251%
Open Market Sales 11.7% 14.8%
Flour Mills 14.5% 10.3%

Source : World-Bank 1993.
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- Table 4.15
Consumer Price Indices

19600 1981/ 1882 1863 194 1988/ 1984 1987 1984/ 196% 1890 199

1981 1982 1983 1984 1985 1986 1987 1988 1989 1980 1891 {0
Dhaka Midde Income (187374-100)
Food 24469 2615 2T H047 30783 42945 4342 SBAY  GESER 60628 6479 6838
Overal B457 250 3B HT4T 39658 @603 46108 5302 ST 53'2.?3 669.3 T4R
% increase 125 63 99 87 108 98 104 114 80 03 89 51
Dhaka Gowt, Employee (1969770=100)
Food 60364  BOT43 T547 82425 93353 102432 M6971 125552 196297 146127 15579 164163
Overal 02645 T0AA4 TSTSE BARS4 91347 100433 112080 124147 13048 140775 1582141871.13
% increase 120 128 6% 93 118 89 114 20 104 33 83 50
Chittagong Ind. Workers (196970<100)
Food 56312 G463 67033 BO1ZS H07SY  SBOMT 111655 116793 124289 1M5M4 14172514772
Overal 57855 66225 70756 BOT03 91396 98360 110520 116595 121985 131547 141286 147241
% increase 73 W5 6B 141 183 83 17 55 46 78 74 42
Khuina Ind. Workers (1983/70=100)
Food 52481  B1730 GA0E3 7287 TRO.00  B7BS6 102000 10126 1BA30 126649 120024135802
Overal 53846 GIT86 658 T0BM  TRAT  GE233 101775 106743 116004 125175 131037137442
% noease 8 e 28 M0 M 125 152 48 35 71 47 43
Narayangan nd. Workers [1969770=100)
Food 56241 65350 6BITD TIAT2 86207  9G058 105248 115012 122025 13111 130909148627
Overal 58720  6B9.37 70713 7086 86873 95045 108938 115776 1123686 11335.6011434.14149625
%increase 90 74 28 80 27 9 115 83 84 80 74 43
Rural Consumer
Price Indices 240 2620 270 320 B30 BO0 4240 4560 405 50403 B3 5623
(197374=100)
%increase — 24 BN 1223 1314 453 148 75 418 B0 938 &M
Note : Dhaka middel Income index refers to families with 1973/74 incomes of Tk. 999

Dhaka Government employees index index refers to non-gazetted employees
with monthly salaries of Tk. 100 to Tk. 400 in 1969/70

Source : World Bank, 1993.
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Table 4.16

Poverty Indicators

1973774 1981/82 1983/84  1985/86 1988/83
°, of population with daily
calory intake per person below :
2122 calories Rural a3 74 57 51 48
Urban 81 66 66 56 44
National 92 73 58 52 47
1805 calories Rural 44 52 38 22 30
Urban 29 i 35 19 21
Nationaal 48 50 38 22 27
Source : Werld Bank, 1993.
Table 4.17
Income Distribution
1 9?;3#'." 4 1981/82 1983/84 1985/86 1988/89
% of income accruing to ) - -
Bottom 40°% Rural 19.10 18.82 19.24 18,85 18.02
Urban 17.E0 16.07 17.84 19.20 17.52
National 18.30 7.36 18.95 19.35 17.53
Lower-middle 40% Rural 38.40 3877 38.06 36.21 -
Urban 38.00 36.02 37.91 37.87 =
National - 37 32 37 .67 35.80 =
Upper-Middie .153‘ Rural 26.50 25.64 24.56 23.71
Urbom 26.60 27.01 2779 26.10 -
Nationa! 26.37 25.09 24.67 -
Top Rural 16.00 i6.73 18.14 21.36 18.81
Urban 18.60 20.89 16.83 18.04 20.02
MNational 16.40 18.95 18.3‘0 21.35 20.51
Gini coefficient Rural 0.35 0.3 0.35 0.36 0.37
Urban .38 041 0.37 0.37 0.38
0.36 0.37 0.38

National 0.36 0.39

Source : World Bank 12323, -
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Table 4.18

Child Nutritional Status

Indicator 1985/86 1989/90

(weighted) {weighted)
Chronic Malnutrition National 56.1% 51.1%
Rural 57.6% 52.2%
Urban 44 2% 44.3%
Acute Malnutrition National 8.1% + 6%
Rura' 8.2% 8.8%
Urban 6.9% 7.3%

Soyrce : World Bank, 199G.

Table 4.19
Changes of Self Catagorization 1990-92

Status %0 of Households

1990 1992
Chronic Daficit 20 21
Occatjonal Deficit 49 35
Break-even 21 29
Suplus 9 13
All 100 100

Source : Rahman Sen. 1992.
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Table 4.20
Distribution of Female-headed Housholds Groups

2, of Households

Status

1990 1992
Chronic Deficit 50 62
QOccasional Deficit 3 15
Break-eveni3 15
Suplus 6 8
Al 100 ) 100
Source : Rahman and Sen. 1992

Table 4.21

Trends in Urban Absolute Poverty

Percentage of Urban Population in Poverty
{Head-Count Ratios

1973/74 1981/82 1983/84 1985/86 1988/89
Per capita expenditure ~ 63.15 48.36 42.63 30.59 33.42
classification

Notes - All calculations are based on per capita consusption expenditure data as reflected
in HES of BBS. The Poverty lines used for the estismtes for the present-study
have been computed as follows : the prices for costing the minimum diet were
derived from the information on the consumpution of goods in physical quantities
and values available from HES. 40 percent of expenditure on food has been
cossidered as a reassonable provision for non-food basic needs as the poverty
line expenditure.

Source Sen and Islam 1993.
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Table 4.22

Charactsistics of Poor and Non-poor Households Residing in Urban Slums 1992

Variables Extreme  Moderately Non-poor All
Poor Poor

Percent of Female-headed
housholds 16.7 5.2 7.1 89

Labour force participation

rate (%) 35.2 35.1 41.1 36.7
Male 41.3 48.7 56.7 , 48.7
Female 28.1 22.0 27.6 25.5
Female workers as percent

of total worker 41.4 32.2 36.0 358

Percent of household heads
with length of migration

upto 10 years 41.0 51.8 35.0 44.2
Acces to two pieces of the

most common apparel 72.4 87.8 95.7 86.1
Access to winter cloth 40.3 62.9 78.6 60.9
Percent of households residing

in one room-house 3 90.3 80.2 743 81.4
Average housing space per

houshold (sq. ft) 108 139 159 135
Percent in age group 6-14

as students 22.0 25.4 343 26.4
Precent of households with

access to safe drinking 93.1 94.8 942 94.2

water facilities
Percent of households with
access to toilet type :

Sanitary 5.5 8.6 18.6 105

Kutcha 80.6 81.1 80.0 83.7
Open space 13.9 10.3 1.4 5.8
Percent of household heads who

participate in club/organisation 2.8 8.6 214 10.5
Percent of participating household

who received benefit from partici 50.0 90.0 86.7 85.2

pation in club/ organisation
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Table 4.23 (continued)
1
Variables Extreme Moderately Non-poor All
Poor Poor

Perception about charge in
economic status over the last
3 years (percent of households)

(@)

Nature of work

Better 15.3 27.6 52.9 31.0
Same 26.4 32.8 30.0 30.2
Worse 58.3 39.6 171 38.8
Income status

Better 16.7 37.1 65.7 39.1
Same 27.8 27.6 7 7 | 24.8
Worse 55.5 35.3 7.2 36.1
Standard of living

Better 6.9 22.4 51.4 26.0
Same 292 35.3 229 30.2
Worse 63.9 42.3 25.7 43.8

Source : Sen and Islam, 1993.
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Poverty Alleviation and National Economic
Growth* '

William Christensen™

I. SYNOPSIS f
For the economy of Bangladesh to grow in a healthy and balanced manner,
poverty alleviation must become central to all development efforts. Poverty
alleviation must be understood as the provision of a minimum human standard of
living for the poorest citizens of the country. Their basic needs for employment,
income education, health and housing must be met. As the cost of providing for
the basic needs of the poor is immensely more costly in an urban than in a rural
context, priority must be given to rural over urban poverty alleviation. Poverty
alleviation effort must aim at integrated area development in a sufficiently rapid
manner to offset growing problem and substantially reduce present levels of
poverty. The ultimate goal of poverty alleviation is a strong national economy

Il. THE TARGET FOR POVERTY ALLEVIATION
Although there may be regional variations, the percentage of rural families which
cannot presently provide for themselves their minimum requirement for sufficient
and nutritious food is about 40%. This bottom 40% of rural families should be the
target for all national and local poverty alleviation efforts. However. even among
the bottom 40% rural families there are great variations — one meal per day and
two meal per day families; some that may normally have three meals per day but
struggle at times to maintain this level. Development efforts should be aimed
most strongly at the poorest among the poor but may begin responding to the
entire 40% target population.
1Il. CONTEXT FOR POVERTY ALLEVIATION—“BOTTOM UP” APPROACH
A. “Bottom Up” Economic Development
As economic and social development must efficiently occur from the grassroots
or from a “bottom up” approach, poverty alleviation work must be based on the
smallest social units in rural areas—families, paras. villages, unions and thanas.
A village bakery may be organized, employing ten or twelve women of that
village. Similarly, a lozenge/toffee making unit employing 15-20 women or a sari
making unit employing 20 women or so.
A derelict private fish tank may be arranged from the owner for ten years,
developed and a few poor persons of the area helped to improve their income
from fishing. A government beel area may be developed into a large fish tank.
landless families resettled on its banks. They can be assisted to get good and
reqular income from fishing, duck rearing, growing trees and vegetables on the
banks of the tank. Sl

= Summary
** Voluntary Consultant, Insitute of Integrated Rural Development (IIRD). Dhaka.
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In rural areas much productive land has become unproductive due to earth
cutting for raising homes above fiood level, numerous small land reclamation
projects for the poor. even two or five decimal in size, can return this land to
productivity and have a significant impact on poverty alleviation. Little plots of
land near homes. presently unused, can become profitable through plantation of
a few fruit tree seedlings or small vegetable gardens. A thousand poor families
planting vegetables three times per year on plots only 2-3 decimals in size can
collectively earn Taka 15 lacs each year. Other small landholding of the poor can
double or triple in productivity through irrigation, multiple cropping. better inputs
and technology; small scale storage bins will help the poor to keep produce till
market prices are advantageous.

Other general improvements which may be promoted in rural areas to strengthen

the local economy and to provide impetus to poverty alleviation might include:

i, Mechanized crop drying and reclaiming court yard spaces for production.

i. Improved and appropriate technology for composting, seed production and
storage introduction of simple tools (as those produced by BARI), and so
forth

iii. Use of solar energy and other non-conventional energy sources.

The decisions about which economic activities can be undertaken will depend on

the physical resources available in a local area, the ability of those implementing

the poverty alleviation projects to mobilize the local society for these activities,
markets for small industry products and the like. Always the local context must
detrmine what activities are viable and are most economical to promote.

Programmes formulated at regional or national levels often fail when

implemented because they don't suit the local context.

B. “Bottom Up” Social Development

As with the above mentioned examples of economic activities for poverty
alleviation. so with social and other activities — the “bottom up” approach,
beginning from the local people and area. is the most useful one.

Children of the poor can begin their education in one classroom thatch huts
located in their own para. The children's parents can construct the classroom
and manage the school and a nutrition project to provide a daily meal to the
children. Local educated women can be trained as the teachers. After two years
in this type of programme, the children may be motivated to attend nearby
government schools which frequently have low enroliment from the third class
due fo earlier dropouts.

If economic development moves at a sufficiently rapid pace. most of the poor will
be able to gradually improve their own housing. However. the present 10% rural
families are living in such sub-human conditions and will need such a long time
to establish economic stability that they need immediate housing assistance.
Improved housing is a critical need in their overall uplift. To identify the really
needy families, it is important to know the poor well — how many dependents
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and how many wage earners per family, amount income from wages, land and
other economic assets. Due to the enterprise needs, criteria for housing
beneficiaries should be clear and strictly followed. The cost of housing should be
minimal; Taka 2,000 - 2500 should normally be enough to provide a family with
tin roofing for a small hut which would meet their basic and immediate need for
human standard housing. The pillars, walls, roofing support and labour can all be
provided by beneficiary families.

The USA, with its massive wealth, has become aware of its inability to continue
the health care system it has developed for its people due to the spiralling costs.
How can a poor country such as Bangladesh even think of modelling its health
care system on that of economically advaned countries ?

The primary need for the entire rural population in this realm is for health
education. The majority of drinking water tubewells in rural areas have become
unsafe for health due to the nearby placement of latrines and pits for cowdung.
The water from these well has become the source of periodic epidemics of
typhoid, para-typhoid and dysentery for those “benefitting” from this improved
technology. Enforcement of a simple rule of locating the disposal or storage of
human and animal waste at least 25 yards from drinking water sources could
greatly relieve human suffering and reduces health care expenditure . At the
same time the investment in provision of drinking water and sanitation would
become much less wasteful and more beneficial.

Homeopathy, ayurveda and various indigenous forms of medicine can provide
simplified, inexpensive and effective treatment for particular health care needs.
These systems of treatment should be promoted, where proven successful,
alongside allopathy, which itself in some instances is expensive and ineffective
or harmful.

The seriousness of the over population problem in the country must be
impressed upon all citizens and through incentives / disincentives incorporated
into all aspects of economic and social development, promoted as a highest
priority. In spite of huge financial inputs, the results at the field seem totally
inadequate. Although there in much interest by the poor to limit family size, they
do not have the help they want in knowledge and availability of contraceptives.

IV. CONTEXT FOR POVERTY ALLEVIATION — REFORMING

ECONOMIC AND SOCIAL STI.UCTURES

The rural credit system in the past has been structured and politically
manipulated to benefit the powerful and wealthy elite. The Grameen Bank is
beautiful example of reform, providing credit directly and efficiently to the rural
poor. However, it is necessary on a national level to free the credit system from
political influence and make it the main economic tool for poverty alleviation and
for develpment of the country.

The poor need economic power in order to become self-reliant. They need
sufficient employment and income to meet their family’s basic needs. While
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credit is one very critical need, they equally require skill training and self-
employment. The concentration of non-farm employment opportunities in urban
areas is leading to growing rural-urban migration and both socially and
economically extremely costly urbanization problems. The decentralization of
small industry to rural areas would both reduce the economic and social costs of
rapid urbanization and greatly alleviate rural poverty.

More than half of the rural population is limited in its buying power to its basic
" food, clothing and shelter needs. Unless the buying power of this majority of the
rural poor increases significantly and quickly, internal economic development,
both at local and national levels, will remain stagnant, depressed and extremely
limited in potential.

Besides reforming economic structures so that credit alleviates poverty, so that
non-farm employment becomes rural-based and so that buying power of the poor
with local and national market bases is increased, there are major social
structural changes which are required. Nothing is more urgently needed, in this
regards than that the participation of women in development be vastly increased.
The income earned by the husband and father of the poorer households is not
capable of meeting the basic needs of these families. If the wife and mother is
also gainfully employed, the combined two incomes will alleviate poverty;
likewise worhen's status will be much enhanced. Fortunately, the extended family
system still prevailing in rural areas can absorb much of the essential child care
requirement, which are often neglected in urban areas when both parents work.
Rural organizations solely for the poor — both women’s and men’s organizations
— are yet another social structure required for poverty alleviation. The best way
to form and develop such groups is to make them purposeful. A committee of
several women, mothers of the children placed into one classroom para schools,
can manage the school nutrition project for their children. The adult members of
tamilies resettled on banks of rehabilitated fish tanks can learn to manage their
project cooperatively for maximum benefit to all concerned families. Small groups
of women or men can be formed as action groups for credit or small industry
management. Women deprived of previous educational and training
opportunities and with little experience, except in the house, can form small,
participatory groups for their own social, human and economic development.

V. POVERTY ALLEVIATION THROUGH RAPID

INTEGRATED AREA DEVELOPMENT

Integrated area development schemes had failed during early trials due to a wide
variety of factors. Unfortunately, this led most donor and implementing
organizations to abandon the approach. However, the consequences of the
alternatives have now become evident in many countries such as Bangladesh.
Despite investment of substantial resources in development over many years,
there is growing poverty in the country. No rural area of the coyntry is ablé to
meet its own needs, not to mention contribute to the national economy.
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Once again the integrated area approach resurrected — but with strong political
and economical backing. The thana level is a proper one for use of the integrated
area developrnent approach in Bangladesh. However, the people at the bottom
must directly receive the help they require and the work undertaken must be
appropriate to the local people and area.

Poverty alleviation and rural development can only be fostered in the way
needed to lead to a vibrant national economy if the pace of the successful
development is sufficiently rapid. There are constant factors which offset
development gains. They include ones related to colonial domination and
exploitation, some related to present imbalances between wealthy and poor
nations and from the shrewd activity of multinational economic organizations and
others from internal sources such as overpopulation, recurring natural calamities,
unhealthy political and economic conditions. &

While intensive social and economic development, a particular thana can
become relatively self-reliant within 10-15 years. Within this time, the poverty
level in the thana can at least be cut in half with emphasis on the poorest of the
poor. The food production system can be diversified and level of production
increased by at least 50%. The overall local economy can change from almost
total reliance on the agricultural sector 1o a reduced reliance on agriculture and
greatly increased percentages of workers in small industry, business and trade
activities, agro-allied fields such as fish cultivation, horticulture and forestry, duck
and poultry rearing and more workers employed in social services.

V1. CONCLUSION

National economic power can be greatly developed by use of presently
neglected and under-utilized resources which the country possesses. Over 80%
of the nation’s people live in the villages. The richest agricultural land in the
world is located there. The inland water bodies presently may be producing one-
fifth or less of their capacity for fish and duck wealth. The rich soil can be
employed to produce tremendous timber and fruit wealth for the nation. Within
four years, in one thana (Dhunot, Bogra), over 60,000 roadside timber seedlings
have been established; estimated value of these in 20 years is Taka 30 crores.
Two and a half times this number and value of timber tree seedlings have been
established by households of the same area in those same four years. Likewise,
the poor have planted over 1,00,000 banana and papaya trees. They have
another 50,000 other fruit trees such as coconut, jackfruit, guava, blackberry,
mango, lemon and pomegranate. : :

Our fellow Asians can inspire us in the progress they have made and in the spirit
of development they have exemplified. The Japanese, possesses relatively poor
quality agricultural land, have become world leaders in per acre productivity. The -
industrious Koreans have a saying which reflects their effort to profit fully from
the soil. They say : ‘yellow in the morning; green in the evening’. They mean
symbolically that the same day they harvest one crop is the day they again plow
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and prepare the soil for another crop and it is the same day they actually plant a
new crop. The Chinese, who have two areas within their country where the soil
equals the richness of Bangladesh's have learned to cultivate eleven crops of
Immature apd mature vegetables within twelve months.

Bangladesh has been abundantly blessed by God with a dynamic people, a most
fertile Soil and a close to ideal climate. It certainly has the potential to overcome
poverty and become self-reliant. Success in this noble endeavour will depend on
the active participation of the poor, especially of women and the inspired
leadership of those who love “Sonar Bangla™.



Some Reflections on Disaster Mitigation
Strategies and Sustainable Development in

Relation to Flood Action Plan
Murshed Ahmed”

|. OBJECTIVES OF THE STUDY

The main objective of the study is to provide guidelines for developing a
comprehensive approach and appropriate methodology for the mitigation of
disasters and the promotion of sustainable development with special reference to
Flood Action Plan (FAP). It aims at the design of strategies and plans for
mitigating the impact of disaster on economic development. The main focus of
- this paper is on identifying and exploring the guiding principles for overcoming
the effects of disaster and alleviation of their impact for sustained development of
Bangladesh. The objective is thus to draw up guidelines for ways of overcoming
the flood hazards both for existing and for new projects under Bangladesh Water
Development Board (BWDB) normal programme and FAP activities. Historical
time series data and records of information provide a wide variety of premises to
handle the disaster issue but hardly they are amenable to realistic solutions to
the disaster problem. Today we are faced with pressing problems in terms of
over population in the coastal and other flood-prone areas which cannot be
changed into flood or disaster free areas in a cost-effective way. Nor can we stop
population boom in reasonably distant future. Keeping these natural forces in
perspective, a disaster mitigation strategy has to be evolved on the basis of
sound principles which this paper attempts to work out.

.1 Disaster Type and Sources

Disaster Mitigation is a concept emanating recently from the catastrophic floods
and cyclones affecting the entire country by and large. But the occurrence of
disasters is the outcome of several-interrelated factors in the context of
Bangladesh.

The basic sources of disasters as such are natural, human intervention and
management deficiencies. As for the natural phenomena floods, cyclones, tidal
surges and river bank erosion have been considered as major obstacles causing

" Chief Economist, WARPO. Views and opinions expressed herein are the author's own
and do not necessarily reflect those of the WARPO. The author is highly grateful to Mr.
Nityananda Chakraborty, Director, Project Evaluation, BWDB, for useful suggestions
and valuable comments on the paper.

The author benefited greatly from the discussions with Dr. Quazi Shahabuddin, Senior
Research Fellow, BIDS and Mr. M.H.Siddigi, Chief Engineer, FPCO, while preparing
this paper .
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impeded development in agricultural and rural sectors. Water courses criss-
crossing the terrain and the Bay along the southern belt offer as much potentials
for development as they hinder development itself. Besides the said natural
hazards, major man-made factors causing disasters are high fertility rate, slow
economic development, the removal of forests.

From the slopes of river basins etc. As for human interventions the BWDB, Local
Government Engineering Department (LGED) and other development agencies
have implemented agricultural and rural development projects disturbing or
controlling the natural hydrological regime either in the river catchment or the
coastal periphery. These developments have accentuated the problems in.terms
of drainage congestion, intensity of floods, siltation of river beds, erosion of
banks and environment cum ecology of the area.

1.2 Need for the Study

Disaster produces adverse impact through constrained economic development
leading to heavy drain on domestic resources. It represents negative factor on
productive forces that restricts the tempo of development activities and national
economic progress. A strategy of disaster reduction is considered an effective
instrument in the mainstream of development planning to promote economic
development. ~

Disaster is a term which gets casually overemphasized when the consequences
of a disaster of hazard become a threat to the existence of the people in
Bangladesh. Time series data gives us this impression of incidental importance
of disaster. As a result of the last strokes of disaster in 1987 and 1988 aroused a
realization that casual redressel for disasters are never a good solution.
Therefore, a sustainable development strategy, reinforcing other development
goals of the nation at large need to be established to produce a synergistic and
generally beneficial effect. 2
Flood losses during 1987 and 1988 have been estimated in the Statistical reports

of GOB while the capital losses have been estimated at US$ 1.0 billion 1 As for
cyclonic storm and tidal surges estimates of national damage have been
provided in Section IV. 6. The capital loss of Tk 3634 million in 1991 event alone

has been estimated for Bangladesh Water Development Board (BWDB) 2 as
detailed in Table 6. :
it is well recognized that the level of national flood losses remains enormous
despite massive public expenditure for FCD Works. The cumulative high toll of
flood losses in Bangladesh warrants re-examination of the prevailing water
resource management strategies of FCD works. It is hoped that such study will
be essential for flood crisis management and for development of embankment
construction strategy in Bangladesh.
1. Planning Commission, The Fourth Five Year Plan (1990-95), GOB, Revised Draft,
October, 1990, P.X-2-5.
2. BWDB, Directorate of Project Evaluation, Economic Review Report, 1990-91, P. 15
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In the past disasters have caused widespread damage to physical, social and
economic infrastructure reducing the pace of sustained economic development in
Bangladesh. All economic development plans must contain plans for disaster
reduction to be implemented step by step with emphasis on pragmatic results. In
all FCD projects including coastal embankments, the need for disaster reduction
deserves top priority. Disaster reduction should, therefore, be an integral part of
our social and economic development plan. :

Disaster reduction should be considered as and aspect of development for a
disaster prone country like Bangladesh. National Development objectives either
in the Five Year Plans or in long term perspective plan will have to be adopted to
the net work of emergency plan needed for disaster management.

Disaster reduction measures fall into two main categories : 5

- Preventive/mitigation measures to reduce vulnerability and risks on a long
term, permanent basis; .

- preparedness arrangements to provide warnings and establish contingency
plans and capacity for emergency response. ;

The investments in FCD projects are looked upon as the primary input with a

package approach to bring about synchronic effects in terms of increased

production, job opportunities, social security, safety from disasters etc. In this

context this paper takes care of two extremes: emergency disaster mitigation and

the long term sustainability of development measures through community

participation at all stages of planning, design; implementation and management.

1.3 Development Objectives of FFYP for Flood Control
The major objectives of Fourth Five Year Plan (FFYP) with respect to Flood

Control3 are to :

- Safeguard lives and livelihoods:

- Minimize potential flood damages;

- Create flood free land to accommodate the increasing population;

- Enhance agro-ecological conditions to increase food production;

- Enhance urban land use for effective development of public, commercial
and industrial enterprises;

- Meet the requirements of fisheries, navigation, communications and public
health.

The first three objectives directly refer to the disaster management aspects which

are particularly dealt with in this paper to provide suggestions for sustained

economic development commensurate with the rest of the objectives.

1.4 Methodology Adopted for the Study

The study aims at elaborating a framework of methodology of disaster reduction,
its future prevention and mitigation of the effects of disaster through the

2 Oo-Cit ;
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combined efforts of non-structural policy interventions and structural solutions.
This paper does not include all the parameters related to disaster management
because of time and resources constraints. A modest attempt is made to limit the
scope within floods. impeded drainage and cyclonic storms cum tidal surges. The

data base and support services? has been necessarily drawn upon the available
sources inside the country although regional data base is felt to be an urgent
necessity to make the management system dependable on the long run basis.
However, mathematical models as are emerging globally can be integrated with
this approach for a reliable prediction of rainfall, river stages, flood pattern and
sea levels

A multidisciplinary approach has been taken towards the achievement of the
objectives of this paper. High quality data, rapid communication, intensive co-
ordination between agencies and articulated response of the public have been
found to be the foundation of the approach.

The methodology has been primarily data based analysis of floods drainage,
cyclonic storms, tidal surges, and socio-economic parameters to keeping with the
national perspective plan objectives. The study is based on both macro-level and
micro-level data. While primary sources include the spot field observations;
investigations at strategic locations of water resources projects and specific case
study. Historical analysis with secondary data have been done of the basis of
micro level studies of water development projects along with the field
expenences. As a support to the said methodology, the secondary sources at the
macro level have also been used. :

.5 Plan of the Study

The paper is structured to have the following sections. As a background to the
study, Section |l discusses the concept and rationale of FCD projects. Then, as a
starting point of analysis it is argued that this type of project represents one kind
on instrument in reducing flood disaster . By identifying the three phases of
project development it evaluates the financial and physical achievement of
BWDB projects. Section Il focuses on the poor performance of FCD projects and -
brings out the various factors causing structural failures including flood
embankments. Then. it presents the field observations and investigations on a
few selecled FCD completed projects of BWDB. Section IV presents out
estimation of damage due to floods and cyclones under the purview of risk
analysis. Section V makes an in-depth study and investigation of the current
institutional set-up based on analysis of available relevant data against natural
hazards and review the recent policy changes adopted for alleviation of their
impact and recommends for establishing SADMC as a permanent institutional

4 Most of the data and information are based on the socio-economic survey of various
water development projects and field experiences of BWDB schemes while the author
served as Economist of BWDB and National Water plan Project Phase-II. The institutional
support and other logistics to the study were provided by WARPO and SADMC of IUBAT.
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structure with a well defined mandate for effective disaster management. Section
VI sets out the historical flood related studies and spells out the recent policy
changes and initiatives. Section VII attempts to make some of the important
observations on Flood Action Plan. Section VIl is devoted to the discussion of
the general principles and procedures in embankment construction and water
management strategy in Bangladesh. This section also highlights the argument
that effects of disasters can be mitigated through structural engineering
measures and non-structural policy intervention. Then, it suggests realistic
remedial measures and deals with flood mitigation policy recommendations in
Section IX. A series of recommendations have been derived on the basis of Task
Force Report, findings of the FAP, WARPO, BWDB, Krug Mission and FFYP for
mitigating the impact of flood hazard on economic development. The results of
investigations, observations in the field and intensive studies have also been
employed to arrive at the recommendations. Section X concludes with the view
that the most cost-effective and efficient way to disaster reduction and
management is a co-ordinated and integrative approach to the appropriarte
combination of structural and non-structural measures.

ll. FCD DEVELOPMENT PHILOSOPHY
Planning for FCD project for what and for whom? What do we protect? Who gets
the benefit of FCD project? s it for only constructing dams, barrages, reservoirs,
embankments, regulators, sluices, culvert, bridges, land fills, syphons, lock-gate
and erecting other structures or, for building drainage systems and excavating
irrigation canals, installing pump houses etc.? Is this all?
Certainly not . Because it is for our people that we build those facilities, it is for
their problems related to crops and lives that we embank rivers, drain out water
and provide irrigation network. FCD development works in areas prone to
disaster in Bangladesh are concerned with mitigating vulnerability to persisting
natural disasters. Thus Flood protection Projects reduce the risk of flood losses
and provide one kind of help in mitigating vulnerability to disaster. So one thing is
very clear that an FCD project is not an end in itself, but it is only a means to the
end of peoples welfare. The reason has always been the traditional value
judgment of welfare philosophy in the sense that FCD project in Bangladesh is
considered a social service. The flood control and gravity drainage has always
been treated as a public good for which no individual has to be charged for
payment of either capital or O&M cost.O This concept of welfare needs to be
mingled with multicriteria analysis of cost-effectiveness. least opportunity cost
concept and physical endowment differentials.
FCD schemes are formulated to achieve three distinct goals

5 For a detailed discussion, See Ahmed. Murshed, Some Observations on pricing of
Public Sector Goods and Services and Cost Recovery in Water Resources Development
projects. Bangladesh Journal of Political Economy. Bangiadesh Economic Asscciation,
Vol. Il, No. 28, 1891, P. 35.
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- to minimise damage and destruction caused by catastrophic floods and
storms;

- to provide safety of life and property and to minimize damage and disruption
of essential economic activities; and

- toincrease agricultural production.

The focus of the first goal is mainly the coastal zone and inland areas vulnerable

to storm surges, high tides and flash floods. The focus of the second goal is

mainly on developing urban areas that are the centers for trade, commerce and

related economic activities. The focus of the third goal is to increase the cost

effective FCD investment as a means to boost up significantly the growth of

monsoon season crop production.

One might tike to be more explicit about the distribution of project benefits in this

context. Experiences regarding the production impact of FCD projects are,

therefore, highlighted in sub-section 111.3.

1.1 FCD/ | Project Type and Phases

FCD projects range between 1000 ha. and 50000 ha. approximately belonging to
seven types characterised by particular flooding - hydraulic- hydrological
conditions as follows:

Full flood protection along main rivers

Partial/Submersible embankments

Coastal embankments/polders

Flash Flood Protection

Gravity drainage and irrigation
-  Barrage projects. _
Such types of projects cover the wide spectrum of surface water resources
development strategy under short, medium and long term perspectives. Under
long term, major barrages on the Ganges and the Brahmaputra have been
proposed for implementation by WARPO. These have, however, been scheduled
to start in FFYP period. It is worthwhile to discuss the three consecutive stages
of FCD project development :
- The stage of physical implementation

The stage of development (O&M stage)

The stage of consolidation.
These stages have been considered while drawing recommendations on how
operational mechanism for institutional development for maximization of
beneficiary participation can be evolved at all stages of the project.

I.2 BWDB Achievement at a Glance

Irrigation. Water Development & Flood Control subsector has been the most
important contributor to the development of the agriculture sector of the
economy. Financial allocation for this sub-sector can reveal its dominance in the
national plan. a summary of which is presented in the following table -
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Table 1
Historical Development Outlays in Periodic Plans
Plan Reference % of Agri, Development
Outlay for IWDFC
First Five Year Plan (1973-78) 56
Two Year Plan ( 1978-80) 35
Second Five Year Plan (1980-85) 49
Third Five Year Plan (1985-90) 38
Fourth Five Year Plan (1990-95) 52

Source : Planning Commission, GOB.

This commanding share of MOIWDFC in the public development outlay in
agriculture reconfirms the explicit policy of GOB’s development philosophy in
terms of attaching the highest priority to this sector that contributes substantially
to GDP through enhanced crop production. MOIWDFC employs all these
-resources through BWDB which implement the projects executes the physical
programmes for development at large.

A substantial number of FCD projects, employing a variety of structural
measures, have been implemented by the BWDB. By now ( June 1992) as many
as 467 projects of varying scale and nature have been implemented by BWDB
and therefore, the scale of vulnerability has been widened to a reasonable
extent. A break-up of the number of completed projects during 1872-90 period
has been around 350 giving social and economic effects as well as prevention of
loss of benefits in terms of disasters. The following table presents the projects
already completed by each plan period.

Table-2
Number of Schemes Completed during Each Plan Period

Plan Periods No. of Schemes

Completed
1.  First Five Year Plan (1973-78) 39
2. Two Year Plan ( 1978-80) 36
3. Second Five Year Plan (1980-85) 231
4.  Third Five Year Plan (1985-90) 45
Source : BWDB.

A vast tract of floodplain areas of about 3.5 million ha. have been provided with
flood protection and drainage works. 7555 km. of embankments, 3204 km. of
drainage channels and 7907 numbers of hydraulic structures have been provided
by BWDB till June 1990 under Annual Development Programme (ADP). Besides
these, 19000 km. embankments and 26,000 km. of canals have been either



268 Bangladesh Journal of Political Economy Vol. XIll No. 1

newly created or re-excavated under Food For Works (FFW) Programmes. 6
Major output targets set and realised over various plan-periods covering
benchmark and terminal years are presented in the following table :

Table 3
Major Physical Target and Achievement during Past Periodic Plans
(Area in lakh ha.)

Periodic Plans Major Items Target Achievenent % Achieved
1. Benchmark as a. FC& DR - 12.14 (Cum) —
of June 1973 b. Irrigation . 0.48 —
2. FFYP a. FC& DR 8.66 6.07 (Inc) 70
(1973-78) b. Irrigation 0.48 0.15 32
3 TYP a. FC& DR 2.83 1.17 41
(1978-80) b. Irrigation 0.32 0.19 59
4, SFYP a. FC&DR 6.80 6.60 97
(1980-85) b. Irrigation 1.18 1.09 92
5. N TEYP a. FC& DR 7.50 7.69 103
(1985-30) b. Irrigation 413 2.45 59

Source : BWDB. FC = Flood Control, DR= Drainage

lil. FACTORS CAUSING FAILURE OF FCD PROJECTS
FCD projects have accounted for about half of the total funds spent on water
development projects since 1960. They were designed to favourably change the
agricultural environment through changes in depth, timing and duration of
flooding. Despite this, the benefits have been less than planned. Several
subsequent reviews of works under the 1964 Master plan led the World Bank to
conclude that the performance in implementation, objects and maintenance
(O&M). and enhanced productivity of major projects has generally been poor,

Recent reviews by MPO in its National Water Plans (NWP)7 Phase | and Il also
subscribes to the same opinion regarding the performance of FCD projects.

The problematic factors and constraints that are encountered in the large scale
projects are.

A. TECHNICAL

- inadequate Planning and Hydrological studies

- lack of field level knowledge of the designer

- defective physical design and implementation

- failure of structures including flood embankment

- lack of proper compaction of earth in construction of embankment

-8/ BWDB, Project Evaluation Directorate, Pigna-Jokerchar Flood Control Embankment. A
Food For Works Project, Oct, 1991 P. 1.

7MPO, National Water Plan, Phase lI, Final Report, June 1991. P.1.
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- failure due to primitive technology of construction
- non-compliance between designed and actual section

- absence of quality control of structural works
- changes in original design concept

- failure due to topographical and morphological changes.

B. FINANCIAL

- acute shortage of Local Currency availability

- lengthy implementation periods causing cost and time overruns
higher average annual project costs
lower average annual benefit at current costs.

C. ADMINISTRATIVE

- delays in land acquisition

- delay in fund release
the delay in contracting the implementation assistance team

- the late submission of detailed design to the construction contractor

- lengthy and cumbersome government procurement, tendering and
consultant recruitment

- late procurement of machinery and equipment

- late appointment of project staff.

D. ORGANIZATIONAL AND MANAGEMENT

- failure due to lack of systematic maintenance

- poor and inadequate operation and maintenance

- absence of meaningful participation of potential project beneficiaries
- lack of response from the beneficiary

- absence of leadership among real farmers in the project area

- lack of credit facilities for farmers in completed projects

- absence of adequate and aggressive extension services.

E. MONITORING AND EVALUATION

- absence of real monitoring of physical work

- absence of monitoring of adaptability of existing structures

- lack of monitoring in socio economic aspects

- inadequate assessment of impact on other adjoining projects

- lack of assessment of ecological impact on the project.

The consequences of the above are (a) persistent and worsening start-up delays
(b) a doubling of the time needed to implement most projects and programms
thereby reducing economic returns and viability :(c) sub-standard construction
resulting in early deterioration and shortened economic life; and (d) a widening
implementation gap between programmed project implementation targets and
achievements. .

These have serious bearing on the capacity of BWDB and Finance Ministry to
complete and maintain the on-going BWDB projects. The foregoing problems
and constraints are to be tackled and pragmatic steps to be taken in view of the
strategies and policy initiatives as laid down in Section H1.?
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l.1. Studies and Field Observations on Selected FCD/FCDI Projects
Evaluation of performance of already implemented FCD project is to be done
urgently for taking remedial measures for minimizing embankment failure,
eliminating or diminishing flood hazard and for avoiding mistakes in future
planning.

Evaluation of FCD/FCDI projects of BWDB have been primarily accomplished by

MPOS8. FPCO, BUET and various other consultants appointed by the
International Donor Agencies.

During field trips it has been observed that the condition of most of the completed
projects of BWDB is not satisfactory. These projects have failed to make a
positive impact on the people in the area. In some cases the project has failed to
deliver the desired services due to faulty design and poor implementation.
Furthermore poor O&M has created doubts about the sustainability of these
projects. A number of review reports on O&M in water sector management
during the last decade clearly indicate that improved O&M is necessary if
benefits from flood control projects are to be sustained. Acute shortages of
funding for O&M of existing projects results in doubts about the long term
benefits from these projects.

Moreover, poor and dilapidated condition of structures have been observed at
most of the FCD projects of BWDB. Public cuts and breaches along the
embankments by erosion have no less adverse impact than poor O&M of the
facilities due to inadequate O&M resources.

River Bank erosion provided major threats to embankment as well as massive
hazards to towns, cities and commercial establishments, and wide stretch of
villages spread over either bank of the major rivers. Such erosion causes loss of
land, permanent evacuation of population due to erosion in border river banks,
displacement of population and loss of social cohesion. Even for those who do
not lose their lands to the major rivers, breaches through the main embankments
are very damaging, disrupting living patterns, damaging crops, social overhead
capital, infrastructure and prevention development. These negative impacts
culminate into loss of sources of income, landlessness, poverty and above all
social dislocations leading to migration and forcing them to be floating population
in the streets of big cities.

FPCO in the studies under FAP 12 and FAP 13 (FCDI) Agriculture Review and
O&M studies respectively have, in the meantime, also came out with specific
findings including poor construction of embankments and poor maintenance
thereof. Final observations of FPCO have also made public but the findings
thereof sound conventional and do not provide physical bearings with critical
parameters to elicit immediate structural solutions.

8MPO Evaluation of Historical Water Resources Development and Implications for the
National Water Plan, Draft Final Report, June 1991.
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The 1978 Flood Review Mission attributed the widespread failure of
embankments to inadequacies in institutional capacity and the lack of public
involvement in the planning and operation of the projects.

It has been pointed out in a number of recent studies of flood control in
Bangladesh that one of the reasons for poor performance of existing project in
the lack of participation of the beneficiaries in different phases of those projects.
A Flood Policy Study of UNDP (1989) stated that “flood policy demands at least
two kinds of institutional support as a prerequisite to successful implementation.
The first is the urgent need for coordination of the activities of those agencies
involved in it. The second the involvement of the beneficiaries in the planning,
designing, implementation and maintenance of the flood protection infrastructure
and facilities”

UN Mission observed that 1987 flood damages mostly occurred on completed
projects of varying scales. These had either been deficient in design and
construction, combined with subsequent poor and improper maintenance.
Embankment breaches were the major cause of devastation, resulted from
improper design and faulty method of construction procedures. The designs of
BWDB water control projects, however, proved to be adequate during 1987 and
1988 floods. The main causes of failure were detected to be river erosion or
public cuts during those two years. In general, however, it is observed that
project appraisals do not make projections for design exceedence that caused
destruction and damage to the projects.

Viewed from another angle, improper design and construction due to problems
and constraints of land acquisition and subsequently lack of proper maintenance
effects of flood damage could not be alleviated. Reference may be cited for
FCD/I projects like Meghna-Dhonagoda, Chandpur Irrigation Projects,
Brahmaputra Right Flood Embankment (BRFE), Narayanganj-Narsingdi-Demra
(NND) Project, etc, where embankment breached due to foundation seepage,
bank erosion and overtopping respectively during the flood of 1988. However,
there was overtopping in case of Dhaka-Narayanganj-Demra (DND) project but it
did not breach during the extreme flood of 1988. The disaster could be avoided
by the voluntary and spontaneous preventive measures taken by the project
population. Institutional and organizational support services also played an
important role in preventing the breach. However, vulnerability of the area may
greatly increase due to change in‘land use pattern, yielding serious economic
lossess both direct and indirect. The dominant factors emanate from
displacement of people, failure of drainage pump as apprehended under medium
and long term perspectives.

The three Drainage and Flood Control (DFC II) sub-projects under BWDB also
suffered overtopping, breaches and public cuts during abnormal floods of 1987
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and 1988. According to the evaluation reponsg of Bangladesh Engineering and
Technological Services (BETS) Ltd. Satla-Bagda sub-projects experienced 79
public cuts and natural breaches after 1988 floods and Hail-Haor project suffered
overbank spillings of the Lungla river causing floods inside the project. There are
also six public cuts and two natural breaches in Chalan Beel Polder-D
embankments during the unprecedented floods of 1988. FAP-13 study reveals
that 40% of the whole Chalan Beel Embankment was damaged due to rain cuts.
Three other sub-projects under FCD Il namely Gumti Phase-I, Noagaon Polder-1
and Madhumati Nabaganga have been ready for evaluation. It is, however,
observed that public awareness about success/failure has been achieved to a
large extent. As for FCD IV i.e., Barnai project in Rajshahi and Natore districts
covering about 63,000 ha. has also been almost completed and benchmark
study has been carried out by a group of consultants. This project is also
expected to achieve an integrated favourable impact on the overall
enyvironmental aspacts.

The Institute of Flood Control and Drainage Research (IFCDR) of Bangladesh

University of Engineering and Technology (BUET) carried out research on failure

of flood embankments 1Y in the past which could be broadly classified into three

categories :

i) failure due to deficiency in construction procedure which is attributable to
seepage failure, piping failure, hydraulic failure in association with
overtopping, insufficient height, lack of proper slope and crest materials and
lack of embankment compaction;

i) failure due to lack of proper maintenance caused by inadequate monitoring
and supervision;

iii) failure due to hydromorphological changes and river bank erosion.

The above findings of embankment construction in Bangladesh logically lead to
the conclusion that BWDB should pursue appropriate corrective course of
structural solution to the identified factors of failure.

ll.2 New Strategies and Policies in Implementation of Investment Project

In view of the persisting failure of the BWDB completed projects to provide
stipulated benefits to the targeted groups, the strategy for restructuring future
investment programmes have to be rationalized to avert the present negative
trend to a positive direction. In this context the traditional practice of investment
decision in water sector may be critically reviewed and new strategies evolved to
obtain the expected benefits and participatory planning.

9 BETS Ltd. Evaluation Study of Drainage and Flood Control Il Projects, Satla-Bagda,
Hail-Haor and Chalan Beel Polder-D, Final Reports, 1988.

10gUET. IFCDR, Failure of Flood Embankments: Case Study of Selected projects in
Bangladesh, Final Report, April, 1991.
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While the basic objectives of the Water-Sector will continue to be focused on
efficient and balanced use of water resources around the central theme of
attaining self-sufficiency in food as had been during TFYP too, it is natural that
policies will have to be framed on the changed initial conditions of the FFYP. The
basic conditions set forth for water resources development policies are :
- an ecological balance must be maintained,
- the sue of water resources must aim at sustained growth, and
- a balanced use of water resources must be promoted.
Recently the following investment priorities have been fixed on the eve of
preparing the FFYP (1990-95) portfolio:
- FCD and FCDI projects nearing completion;
- system Rehabilitation for FCD/FCDI projects;
- implementation of projects committed for aid; and
- development of Command Area. _
Thus attempts are already made in recent years to establish project rankings
within the investment programme (Such as the Core project concept) to ensure
that projects of the highest national priority receive preferential protection.
These prioritization efforts have not, however, brought about favourable impact
always. The incidence of sunk costs (in case of projects partly completed, but left
out of priority list subsequently), casual pricrities to particular projects ( in case of
Testa Barrage or the like) etc. Sometimes tax the local resources in ADP and
affect other priority projects adversely. The Three Year Rolling Programme has
thus been recently undertaken to improve the technical capacity of
MOIWDFC/BWDB to analyse and monitor the investment programme in an
effective manner.
The investment priorities thus have success and failure. For example, First
phase of the Dhaka City Flood Protection Programme has completed as a
priority investment by the prioritization committee have at the same time
recommended large cut in block allocations for Zila and Thana infrastructures,
The Teesta Barrage projects on the other hand, was given priority by diverting
local resources towards its quick implementation while a good number to foreign
aided projects remained incomplete due to shortage or counterpart local fund,
Despite these shortcomings, with a reduced resource envelope the investment
priorities have to be fixed and the behaviour of the priority-projects is expected to
be favourable for the economy they have proved to be so far.
Over and above, the planning experience in retrospects brings out the following
critical weaknesses in the macro-economic planning and management
framework:
- the policy for prioritization of candidate projects has been persistently
absent in water resources sector,
- the policy of rationalized resource estimates for development plans have
been overly optimistic in practice,
the policy of politicization of project selection process unnecessarily over
burdened BWDB's financial and manpower ceiling.
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The formulation and implementation of new investment projects, O&M of on-
going and completed projects, Command Area Development, rehabilitation, O&M
raising of revenue through water rate collections etc. have been for below the
target.

Under the MOIWDFC the highest priority has been given to the FAP wherein lies
the inbuilt mechanism to provide prioritized investment proposals for water
resources sector, The behavioural pattern of such incoming FAP projects is
expected to act in favour of overall economic growth along with developments in
a wide range of micro variables under social and economic fields.

Sustainability of the Project

The sutainability of flood protection works is a critical issue. Acceptance of the
project will be only considered when the beneficiaries see that the benefits are
ensured on a long term basis. Necessary arrangements must be made to
maintain and operate the structures properly and the delivery of services to be
provided be the project to the beneficiaries is regular and sustained. For the
optimum benefit to be obtained from successful water resources development
plan, a participatory approach to the three consecutive stages mentioned earlier
should be evolved.

The institutional arrangements for the O&M activities of existing projects is
extremely poor. Inadequate funds for O&M agtivities have aggravated the
situation, In order to improve the funding position mobilization of local resources
may assist in the sustainability of projects. Beneficiaries Institutions at project
level must be effectively built for improved O&M and sustainability of the projects.
In this process direct involvement of all parties concerned for disaster
management, sharing of cost and cost recovery and maintaining a sustainable
system will be established.

Resource Mobilization

There has been effectively no cost recovery for O&M from the beneficiaries
meaning no charge is made for FCD protection. In the case of irrigation there has
been legal provision for collecting water rates since 1963. Unfortunately the
performance of BWDB in collecting rates, which are themselves well below O&M
costs, is extremely poor.

In recent years alternative sources of funds for O&M activities have been
considered by BWDB. They are trying to evolve a different model for this purpose
and a new law may emerge for future funding.

One of the possible alternatives could include making project beneficiaries pay
for project services. Another may utilize other local tax resources to pay O&M
costs. Involvement of the beneficiaries in the management process may improve
their willingness to pay for project services. Local people appreciate the benefits
of some projects and often express a willingness to contribute to O&M costs if
they can be sure that the benefits will continue and their contribution will be used
for the project and not for other purposes.
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The local government bodies, which are locally accountable to communities
through their elected representatives, should be active in local resource
mobilization. Under the existing law BWDB can collect charges for irrigation
water which may be used for O&M of irrigation projects but for O&M of FCD
projects separate arrangements will have to be made. If the FCD projects
operate properly beneficiaries might be charged for O&M by a general tax on
land.

.3 Other Experiences of FCD Projects

The impressions gained out of field survey on socio-economic aspects reveal a
great variety of distributive parameters for FCD projects. The main issues are.

- project benefits

- equity

- effects of land acquisition

- negative external effects

- post projects damege intensities

- polarisation of benefits

- beneficiary participation

- structural imbalances in the society.

Erratic and inequitable and distribution pattern, traditional agrarian structure and
the resulting inequality of income give rise to multiple concentration of land
ownership. Most of FCD project benefits trickle down to the already affluent class
of the society. This also concurs with their accessibility to the policy making
bodies in the government. Only some secondary benefits might have spilled to
the relatively disadvantaged groups. Early Implementation Projects (EIP) of
BWDB also brings out the same consequences of increased income disparity
and benefit for the rich farmers at the cost of the poor ones.

IV. RISK ASSESSMENT AND ESTIMATES OF DAMAGES

IV.1 Risks

Risk analysis has a wide range of nature and degree of probability. Risk and
hazard assessments are the part and parcel of the vulnerability analysis which
may be classified into three major categories: (i) Physical, (i) Social and (iii)
Economic. The risk analysis has to use risk assessment as an analytical
planning tool on the basis of genuine information from institutions which are
already incipient or newly suggested in this paper.

IV.2 Vulnerability

Risk assessment involves a wide range of variables, which include
physiographical, geological, climatological, meteorological, hydrological and
ecological factors constitute the contributory major issues for disasters to happe
in Bangladesh. g
To address the economic vulnerability in particular, the direct and indirect losses
due to hazards have to be evaluated and potential losses estimated. The



276 ) Bangladesh Journal of Political Economy Vol. Xill No.'1

probable lossess avoided would form the extent of benefits of investments in
hazard management. Thus the forward projections of economic losses through
computer modelling would, in course of time, ‘prove fruitful in making accurate
estimates of vulnerability against floods and cyclones in Bangladesh. This would
require appropriate methodology to develop which have been tried to be
presented in Section IV.5

IV.3 Flood Types

From the geo-physical and hydrological characteristics, flood types in
Bangladesh can be broadly classified into four categories; rainfall-induced floods,
monsoon Tiverine floods, flash floods, and coastal floods, both tidal and cyclonic.
Damages due to floods as such may also be broadly classified into three major
categories : direct damages, indirect damages and other damages.

While some amount of flooding is artificially induced by man made interruptions
to natural systems like constructions of dams, barrages, embankments, roads
and deforestations in the catchment area, the major floods are rather caused by
the joint impact of the four natural hazards in terms of flood type explained
above. The timing, severity and extent to such hazards are different for five
regions viz. South east, South west, North east, North west and South central.
An account of the recent events of floods of 1987 and 1988 as well as of
cyclones of 1991 may well explain the extent and severity in terms of damages
inflicted upon the innocent victims of those disasters.

IV.4 Estimate of Damage due to Floods

As for the account of damages due to unprecedented floods of 1987-88, the
following table corroborates the colossal disruptive impact on the water
resources infrastructures at large.

Table 4
Summary of Flood Damage by 1987-88 Floods

Name of Infrastructures : Unit : Extent of Damage
Damaged : o lin98r: In 1988
1.  Flood Embankment Km 1602 2092
2. Irrigation Canal Km 165 488
3.  Structures No 628 1858
4. Protective Works Km 78 389

Source : BWDB

According to the official sources, the 1988 floods caused 66% of houses of the
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affected area damaged, 29% of physical infrastructures demolished, 2% of
agricultural and industrial operations disrupted and 1% of health and sanitation
infrastructure dislocated. 11 In another survey Hossain 1988 12 the village level
damage has been estimated to be 44% for housing, 41% for agriculture, 14% for
infrastructure and 1% for stored goods. During 1987 and 1988 extraordinary
floods, US$ 456 million and $ 1300 million were estimated to be the direct losses
respectively. Indirect losses, however, could not be assessed. Types of damage
are depicted in Table-5 which represents the destructive and disruptive effects of
disastrous event of flood hazard.

The direct estimate of the said damage due to floods of 1987 and 1988 is
furnished herein which indicates the stupendous and colossal disruptions on
national scale.

These losses of gigantic proportions claimed a substantial public sector outlay
immediately after 1988 floods. An estimate for costs of repair, reconstruction and
development to the tune of US$ 1,137.1 million in 1988 confirm of the grave and
devastating extent of damages as such. Only

Table 5 :
Estimates of Damage Sue to Floods in 1987 and 1988
ltems of Damage . Years of Events
1987 1988
Area flooded (km2) - 57,000 82,000
Houses totally/partially damaged (million) 25 72
Human lives lost 1.657 2379
Livestock lost
Cattle, goats, etc. 64,700 172,000
Poultry 206,000 410,000
Rice production lost (million tons) 3.5 =
Roads trunk (km) 1,523 3,000
Rural (km) 15,107 10,000
Bridge, culverts 1,102 898
Railways, embankments (km) 698 1,300
Bridges 166 270
Flood embankments (km) © : 1,279 1,980
Irrigation/drainage canals (km) 222 283
Irmigation/drainage control structures 541 1,465
Electric power
Substations flooded na 18
11 KV power lines de-energized (km) na 2,000
Industrial units flooded na 1.000
Hospitals flooded na 45
Health centers flooded 1.305 1.400
Schools flooded 6,689 19.000
Rural hand-tubewells flooded na 240,000

Source: BWDR MOIWDFC 1987 and 1988 respectively.

11_ISPAN, Flood Proofing, FAP Supporting Study No. 23, Inception Report, July 1991, P
12 Hossain. Mahabub et at., Impact of the 1988 Floods, BIDS, 1988.
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the Flood Control and Irrigation Sector required US$ 126.6 million (about 10% of
the total requirement) while Agriculture Sector required US$ 168.0 million (abouit
13%) for1repair and reconstruction of the damages caused by catastrophic flood
hazards. :

In addition to these, excessive rainfall during the pre-monsoon period and severe
flash floods occurring in the North and North-Eastern region engulfed the boro
harvest of 1990-81 . Besides this substantive loss of major crop, the cyclonic
storm surge at the midnight of 29th April and small hours of 30th April, *1991 is
reminiscent of the disastrous floods of 1987 and 1988.

IV.5 Appropriate Methodology

Assessment of FCD/FCDI project involves estimation of reduction in flood
damages due to project intervention, Although probability theory can not say
when an extreme event will. Occur, it can indicate the mathematical expectation
of the annual damages based on the statistical analysis of damages of past
floods. In determining the damage from historical flood events, distinctionis to be
made between those resulting from river floods and those from floods catised by
direct rainfall. Only the first category is to be taken into account of when benefits
from river embankments alone are to be determined, in the case of the project
involving drainage, the combined effect of both kinds of flood is assessed. In
either case, a smooth average frequency of occurrences, and then only damage
caused by floods of a magnitude within the range of zero damage and the
damage frequency will be prevented by the project and counted as benefits. The
calculations yield the mathematical expectation of aiinual damage, from which
the present value of all damages over the life of t' = project can be determined. In
the process, account has to be taken of changes in the hydrological regime
resulting from with project situation (W). For practical reasons, it is assumed that
floods exceeding the design flood will cause the same damage as in the without
situation (WO), though this could be somewhat pessimistic since depths and
duration of flooding could still be moderated by the project.

The preparation of stage-frequency curves for the (WO) case should be possible.
All flood data should be carefully reviewed and cross-checked since there is a
tendency for damage records to be exaggerated. In general, the data should be
sufficient to derive a damage-frequency curve for the (WO) case, though the
greater the number of events for which data can be assembled, the more reliable
will be the estimated damage-frequency curve. The difference between the two
values (W and WO situation) gives the annual flood reduction benefit to be
introduced into the analysis.

It may. however, be noted that damage data required for estimation of economic
losses, both direct and indirect, are very limited in Bangladesh. With the flow of
reliable data in the future, it may be expected that the proposed assessment
would be possible for evaluation of economic and social vulnerability.

13 An updated (Feb. 1983) report of the Task Force of GOD and the UN on the 1988
Floods
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IV.6  Estimate of Damage due to Cyclones

The catastrophic cyclones of 1991 devastated the entire coastal belt of
Bangladesh. According to the estimates of the consultants of FAP-7 (Cyclone
Protection Project-1l, Main Report, Vol, |, P.1, May 1992) as many as 1,40,000
people perished, 50,000 cattle heads lost, 1.75 million houses destroyed or
damaged and crops of 2,80,000 acres destroyed.

The cyclone damaged the embankments and other infrastructure of the Coastal
embankment projects. An account of cyclone damage estimate is furnished here
as a reference from BWDB Economic Review in 1981.

Table -6
Estimate of Damage by Cyclone, April 1991

S1 ltem Damage Total Damage Estimated vVlue of
No. Damage (Million Tk.)
1.  Embankment (km) 1426.03 1390.02
2. Sluices (No) 459 427.62
3. Bridge/Culvert (No) 49 26.90
4.  Protective Work (Km) 76.12 1437.96
5. Spur(No) 114 8.40
8. Closures (No) 6 2.15
7.  Drainage Channel (Km) 973.58 108.65
8.  Flap gate [No) 519 16.16
9. Buildings (No) 427 45.10
10. Tin-Shed (No) 337 55.78
11. Boundary Wall ( metre) 6783.61 16.56
12.. Other items - 99.06

3634.36

Source : BWDB.

The capital loss thus assessed had the following serious adverse economic

impact :

- Net loss of two crops (Boro and Aman), if not more, rendered the area
famine prone resulting in adverse social consequences
additional public expenditure in rebuilding infrastructures and providing
logistics for restoration of agricultural practices overloaded the GOB budget.
necessarily foreclosing the development expenditure in other productive
efforts.
devastated capital in terms of crop, salt, shrimp farmland, piscicultural
grounds, forest resources and plantations, fishing equipment, animal lives
etc, has required adequate recapitalization through the limited institutional
system and capability.
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Thus the cyclone emerged as a very strong deterrant to BWDB's normal
development activities. But attempts have been made in the meantime to
negotiate with aid giving agencies and Saudi Fund For Development (SFD) has
agreed to provide a grant of 50 Million Saudi Riyal (MSR) for immediate
recovery. GOB also initiated rehabilitation work with Taka resource of 100 million
and FEW resource of 30,000 Metric ton (MT) wheat. Long term solutions are also
being looked into along with identification of potential donors.

V. INSTITUTIONAL MEASURES AGAINST NATURAL HAZARDS

The institutional development with respect to hazard management has remained
in a rudimentary stage. Its context can be delineated only by spotlighting few
constraints : shortage of critical data, shortage of financial resources and
technical know how. The institutional structure is also loosely coordinated which
are arranged as follows :

Small Scale Infrastructure

The lead ministry for implementing minor structural flood protection measures is
‘the Ministry of Local Government, Rural Development and Cooperatives
(LGRDC)

1. Local Government Engineering Department (LGED)

LGED under the LGRDC provides technical support to the district and thana
administrations in the design, construction, O&M of local civil infrastructure,
including water control structures and embankments. It aims at (i) Implementing
irrigation schemes at thana level, (ii) Implementing feeder roads, including
bridges and culverts, (iii) Undertaking O&M of the above irrigation and road
schemes, and (iv) Acting as a support arm of the Government to Thana
Parishads. LGED is receiving technical and financial support from various donors
to strengthen its capabilities.

2. Flood-Related Infrastructural Works

Food-For-Work (FFW) , an initiative of the UN World Food Programme with the
Ministry of Food, allocates food-grains to BWDB earthwork construction. The
objectives of such work are (i) to improve ru ral infrastructure : (ii) to increase the
agricultural productivity of land and to provide protection from natural disasters
through a variety of earth works (e. g., coastal and river embankments and
drainage/irrigation canals). A total of 4.8 lakh MT of wheat has been distributed
under FFW during the current 1992-93 fiscal year. During the same period about
44 lakh MT of wheat had also been distributed for Test Relief Programme.
Large-Scale Infrastructure

Ministry of Irrigation, Water Development and Flood Control (MOIWDFC) has
overall responsibility for water resource development in Bangladesh. This
responsibility is exercised through BWDB, WARPO, FPCO, RRI & JRC.
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1. Bangladesh Water Development Board (BWDB)

BWDB has been involved in construction relatiyely large scale infrastructure such

as embankments, polders, dams, sluice gates and regulators etc. besides

construction of such infrastructure, BWDB is engaged in non-structural activities. -

BWDB's flood-forecasting and warning services and protective measures against

cyclone have been of paramount importance in terms of reduced risks of losses

co life and properties due to floods and cyclone. Flood forecasting and warning is

carried out be the Flood Forecasting and Warning Center of Hydrology-2, BWDB,

in cooperation with WARPO, SPARRSO and other agencies concerned.

The existing flood forecasting system depends on a few water level monitoring

stations along the Ganges, the Brahmaputra River, the Buriganga River and the

Lakhya River. According to FPCO’s recommendations the existing system needs

to be strengthened to :

- reinforce observation networks

. establish a telecommunication system between, the major monitoring
stations and the Flood Forecasting and Warning Center

- upgrade regional model for detailed regional forecasting

- improve the flood warning system up 1o the Thana level

- train group of flood warning and forecasting staff

- publish a flood hazard area map for proper operation of flood mitigation
schemes

Of late GOB issued emergency standing order for floods in 1988.14 The order

outlined the three stages of action programme for BWDB in addition to its normal

functions. The stages are Preparatory stage, Disaster stage & post-Disaster

stage. BWDB has been pursuing flood warning, real time flood level

measurement and flood forecasting functions in compliance with the said order

for making a comprehensive network of flood mitigation system.

2. Flood Plan Coordination Organization (FPCO)

The FPCO has been setup as an arm to MOIWDFC with a temporary status to

assist GOB to coordinate the FFYP programme with FAP items. Disaster

management has been one of the important objectives of FPCO as reflected in

FAP-7, 100& 11 in Table-7.

3, River Research Institute (RRI)

The RRI generates physical models to support and improve technical designs in

connection with physical structures of the FAP generated investment projects.

4. Joint Rivers Commission (JRC)

The JRC deals with joint water issues related to the neighbouring cobas in

states. :

14 GOB, MORR: Emergency Standing Orders for Floods, 1984.
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5. Water Resources Planning Organization (WARPQ)

The WARPO was created in 1991 and is responsible for preparation of a Water
Resources Master Plan. Its mandate was to develop and establish (i) a
- comprehensive dynamic assessment of Bangladesh's water resoruces; (i) a
framework for decision making; and (iii) a continuous process national water
resources planning capability. Accordingly, a National Water Plan was presented
in 1986. This was succeeded by a follow-up phase Il National Water Plan
Project. WARPOQ is the coordinating body for assimilating the activities of BWDB,
FPCQ, RRI , JRC and other related agencies involved in Water Resources
Management. Surface Water Simulation Modelling Centre (SWSMC) has been a
strong arm of WARPO in evolving mathematical models for water resources
planning. The relative position of the institutions has been presented in the
structure given below.

MOIWDFC

I [ | l
FPCO BWDB WARPO RRI JRC

For co-ordinated approach WARPO will be the lead organization in the large
scale infrastructure to integrate FPCO generated projects and BWDB'’s normal
ADP Programmes.

The foregoing analysis indicated the key institutions related to water resources
development. Disaster related key institutions are, however, arranged and
described below.

6. Ministry of Relief and Rehabilitation (MORR)

The formal institution for disaster management is MORR which coordinates the

other ministries and parastatal institutions for planning and implementation of

disaster management programmes. A Disaster Coordination and Monitoring Unit

(DCMU) under UNDP Assistance has been created with the MORR. In the

backdrop of the disastrous cyclones and floods mentioned earlier the GOB

accordingly moved rapidly and decisively to deal with the crisis by launching :

- a massive relief programme by providing immediate assistance to millions
of flood-victims; .

- an international appeal for additional food-aid;

- an extensive crop-replanting and recovery programme to recoup losses of
aman crop and enhance winter crop;

- an assessment of damaged infrastructure and take steps for phased
rehabilitation; and
bilateral and international initiatives to seek longer term measures to deal
with the flood problem. ]
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|
Recently, the GOB has'setup a new organization Disaster Management bureau

under the MORR to gear up the disaster management in the country. The new
Bureau will play a vital role to strengthen and gearing up the disaster
management during pre and post disaster as well as in the disaster period. It will
also create awareness among the people about disaster and take necessary
precautionary measures when needed. The Bureau will take all necessary
measures in post disaster relief operations.

7. Bangladesh Space Research and Remote Sensing Organization
(SPARRSO)

SPARRSO uses remote sensing data, performs resource surveys, monitors
natural hazards (such as flood and cyclone), and creates various products, such
as specialized thematic maps, can acquire some new:data, institutional and
research facilities of SPARRSO has been developed during SFYP and TFYP.
With the facilities developed, SPARRSO has conducted research and studies on
resource survey and mapping on agriculture, forestry, fisheries, water resources,
floods etc. It has continuously studies and monitored weather and natural
hazards.

8. Bangladesh Meteorological Department (BMD)

BMD is responsible for providing information and products on meteorological
disaster monitoring and forecasts as well as the scientific products used for
disaster prevention and preparedness. Moreover, BMD issues long-range
forecasts for agricultural aspects and flood forecasting matters. It receives
meteoro!og:cal data and bulletins of other countries through Global
Telecommunication System (GTS) and also receives satellite pictures (NOAA
and GMS-4) from the SPARRSO which is an aid to forecasting.

It has a functional linkage with Cyclone Preparedness Programme (CPP). BMD
should be aimed at stréngthening the observational network, and improving
research and development activities. For effective disaster managemem BMD
could work more closely with BWDB or vice-versa.

Other Agencies with Disaster Related Functions

1. Community Groups and Non-government Organizations :
Community groups comprising social, professional private-voluntary, cultural,
political, commercial, educational and religious groups have a greater degree of
participation in flood and rehabilitation activities. Disaster mitigation programes
play an important role in donor assistance and NGO programes. Red Crescent
Society of Bangladesh and several NGO’s engaged in furnishing disaster
preparedness, public response and mitigation work in terms of relief and
rehabilitation. However, Red Crescent Society of Bangladesh and GOB jointly
carry out cyclone protection measures through CPP with the help of its
communication network down to the field level. These non-conventional
organizations forged their all-out endeavours to launch massive programmes
during post-flood and cyclone period.
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The initiatives and talents of the NGOs, community groups and other voluntary
organizations should be mobilized to gainfully exploit the potential human
resources at the grass root level within the integrated framework of the proposed
SADMC to help improve disaster management programme for developing a
viable disaster management system.

Institutional Building at International Level

Following the sad experience of the floods of 1987 and 1988, the government
has constituted a high powered National Council on Disaster Management
(NCDM). An NGO called International Institute of Environmental Studies and
Disaster Management (IIESDM) was also established in 1989 to undertake
research on disaster management.

1. South Asian Disaster Management Centre (SADMC)

In the back-drop of shortage of critical data, financial resources and technical
know-how-an effective institutional frame work has been emphasized in the
paper. Establishment of permanent has been underscored and for a dealing with
disaster management has been underscored and SADMC is considered the
appropriate institution with its three pronged dimensions : database, finance and
technical and scientific research.

SADMC is well under the process of implementation to cater for the needs of
comprehensive development of indigenous and domestic technology. The effort
would develop effective and strong institutional linkage with firm commitment to
long range solutions to the disaster. It will not only work within a single country
situation but extend to the international domain as well. Bangladesh National
Commission for UNESCO (BNCU) may be useful in augmenting the efforts of
SADMC for linking the country programmes of disaster management with
international programmes for sustainability effect.

2. Asian Disaster Preparedness Center (ADPC)

In the global context steps have been already on the move to initiate Disaster
Management Programme. One important step in-this direction is the
announcement by the Asian Disaster Preparedness Center (ADPC) of the Asian
Institute of Technology in Bangkok. With regard to the programme on improving
Cyclone warning response and mitigation, the ADPC is conducting one workshop
at AlT’s Bangkok campus and two in-country workshop per year. In addition, the
Asian Development Bank has requested the ADPC's technical assistance in a
regional study on disaster mitigation, which it is sponsoring. The aim of the study
is to create wider awareness on the subject of disasters, while also providing a
forum on strategies for disaster mitigation in the Asia-Pacific region.

The GOB has, however, stressed a few areas of disaster management in terms
of environmental'® protection as follows :

15 Op, Cit. FYP, P. IX-4.
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- Improvement of institutional infrastructure ;

- Preparation of regional environmental development plan ;

- Development of technological capability on Environment Impact
Assessment (EIA) in the country ;

- Human Resource Development and Research Programmes ;

- Study and Preparation of action programmes for clean up of pollution prone
rivers ;

- Development of appropriate environmental quality standards in industry ;

- Public awareness creation programme ;

- Updating existing environmental laws and formulation of new laws ;

- Study of mangrove eco-system. '

Following are the six general aims of the environment policy of Bangladesh,

developed recently, as described in the Environment Policy, 199216 .

- To conserve and develop the environment in order to maintain and
generally improve the ecological balance ;

- To protect the country from natural hazards ;

- To indentify and control activities leading to pollution and degradation of the
environment ;

- To ensure environmentally sound development in all sector ;

- To ensure environmentally sustainable, long term development of nation
resources ;

. To remain actively, as far as possible, with all international activities related
to environment.

As desaster and development are closely related with environment, the

magnitude of damage and destruction calls for a sustainable technology. Natural

disasters and other emergencies are not only the threats for Bangladesh, but

have also causing the global sensation which has manifested in RIO Declaration

1992 where the International Community has been invited to cater for redressing

the afflictions in victimised countries, This international effort if likely to culminete

into a viable mechanism for integrating the environment, society and technology

for mitigation of flood and cyclone hazards.

VI. FLOOD STUDIES AND ACTION PLAN
a) Flood Related Studies
The first study on floods in the sub-continent was authored by P. C.
Mahalanabish. The study visualised different degrees of flooding intensity by

phases17. His forecasts regarding floods have so far manifested in floods of
1954 through 1988 including even the abnormal flooding of 1988.

16 GOB, M.O. Environment and forest ; Environmental Policy 1992 and Implementation
Programme (in Bangla)

17 BUET, IFCDR, Floods in Bangladesh: A Hydrological Analysis, Interim Report, June
1987, P. 10.
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The second attempt towards addressing flood problems was taken by the Krug
Mission in 1957. The mission reviewed the floods situation of through cross-
border management of water resources. In 1964, the EPWAPDA completed a
Master Plan on the basis of recommendations of the Krug Mission. Large scale
flood control projects and polders were emphasized in those studies for
mitigating the flood hazard.

The floods of 1987 and 1988 focused the world's attention on the need to
develop a long term strategy to cope with the complexity of flood impact. The
extent and complexity of these floods underlined the fact that total elimination of
flooding is neither feasible nor it is desirable from the agro-ecological
perspective. However, the protection of peoples lives and their places of
habitation is absolutely essential as are the commercial and industrial centers.
With this end in view the government prepared National Flood Protection
Programme, and with the assistance of UNDP specialists from Japan, USA,
China and France undertook studies of flood impact and mitigation.

The UNDP study recommendation a National Flood Master Plan involving
embankments along the major rivers and controlled flooding of adjoining
floodplain areas within large embanked compartments (polders). The USAID
Estern Waters Study was against the construction of extensive channel
embankments on the grounds of expense and possible environmental risks and
suggested alternative efforts towards minimising flood vulnerability, improving
emergency planning and-relief services, flood warning, and modest
embankments-and flood proofing measures. A Jeparture from the large polder
concept was suggested by the Frence Report which presented an very
expensive long-term programme in successive Five Year Plans. Amongst other
featuers, it proposed longitudinal embankments along the major rivers and
tributaries with some river training.

The Japanese Report cautioned against long and continuous river embankments
without further careful technical feasibility and economic viability studies, and
recommended a staged programme of physical works including embankments in
limited areas in combination with existing or planned road embankments, and the .
provision of cellular series of polders. Other non-structural measures such as
flood forecasting and warning and flood fighting were also included.

The results of several studies showed various alternatives, ranging from “full
protection” on the one hand and “living with the floods” on the other.

b) The Action Plan :

The World Bank reviewed the findings from various studies and finalized a Flood
Action Plan'® in November, 1989 aiming at safeguarding food output, increased
security against natural hazards and ameliorating the miserable condition of 115
million people in Bangladesh. An allocation of Tk. 480 crore has been made
under the FAP during FFYP period.

18 World Bank (1989) Bangladesh: Action Plan for Flood Control, Washington D.C.
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The main focus of the FAP is reflected in the “Eleven Guiding Principles” which

will provide the framework for the development planning to be undertaken. The

plan strategies are, therefore, based on the “Eleven Guiding Principles” from the

Flood Policy Study for flood management which have been adopted as GOB

policy. Some of these principles emphasize the importance of disaster

prepardness, viz.

- Measures to strengthen flood preparedness and disaster management ;

- Improvement of flood forecasting and early warning ;

- Flood plain zoning where feasible and appropriate ;

- Planning and construction of road and rail embankments to minimize
obstruction of drainage.

The Action Plan is being undertaken in parallel with agricultural and rural

development programmes and a programme of non-structural measures such as

flood forecasting, flood warning, flood preparedness and disaster management.

These studies are listed in Table-7. Through these activities the GOB has

embanked on a major initiative to combat the flood hazard and create an

environment congenial for secured social and economic growth.

As the means to reduce the vulnerability of the people of Bangladesh eleven

structural measures have been proposed under FAP costing of US $ 146.3

million. However, for execution of FAP components it is envisaged that projects

costing US $ 500 million are in the pipeline, to be initiated during the FFYP.

The FAP has also been integrated rightfully into the FFYP of late and fitted into

five years time horizon from 1991-95. BWDB normal programme comprehensive

package to attain sustained development efforts.

The context of FAP-7, 10 & 11 are very pertinent for Coastal Zone Management

(CZM) in Bangladesh situation. Synopsis of them are given below :

FAP-7 : The study designed for feasibility and designed studies of protection

measures over a 9000 sg.km. of the coastal areas and islands inundated during

cyclone Protection Project (FAP-7) with funding from SFD, Japan, IDA have

been started. <

FAP-10 : An ongoing multi-donor project to strengthen BWDB's Flood

Forecasting and Early Warning System by improving telemetry, radar coverage

radio links, data management and flood modelling.

FAP-11 : A project to establish an office of emergency preparedness,-to produce

flood preparedness manuals at national, district and thana levels and to train

officials and community leaders in emergency procedures.

During September, 1992 the Parliamentary Standing Committee of the Member

of Parliament of GOB was appraised of the Flood Action Plan’®.

9. GOB, FPCO Progress Report, June 1992.
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Table 7
FLOOD ACTION PLAN
FAP NO. Activity Donors Est. Costs
(equiv. $ mill)
Main Components ;
1 Brahmaputra Rt. Embk. Strengthening IDA 3.4
2  North West Regional Study UK, Japan 46
3  North Central Regional Study EC. France, 215
3A Jamalpur Priority Project France, EC 17
4  South West Regional Study UNDP, ADB 3.8
5  South East Regional Study UNDP, IDA 22
68  North East Regional Study Canada 14.6
7  Cyclone Protection Project EC 1.6
8  Dhaka Town Protection
8A Master Plan Japan 3.0
8B Priority Projects ADB/Finland 0.6
9  Secondary Towns Protection
9A District Towns Protections ADB 0.6
9B Meghna River Bank Protections Study IDA 2.0
10 Flood forecasting & Early Warning UNDP, Japan, ADB 57
11  Disaster Preparedness : UNDP na
Supporting Studies
12 FCD/I Agric. River UK, Japan 1.6
13 O&M Study UK, Japan 0.6
14 Flood Response Study USA 0.7
15 Land Acquisition and Resettlement Sweden 0.4
16 = Environmental Study USA 1.2
17  Fishering Study and Pilot Project UK 3.4
18 Surveys and Mapping Finland, France 6.0
- Switzerland
19 Geographic Information System USA 1.7
20 Compartmentalisation Pilot Project Netherlands 11.4
Germany
21/22 River Training Pilet Project Germany, France 40.0
23 Flood Proofing Pilot Project USA 0.2
24 River Survey Programme EC 14.0
25 Flood Modelling/Management Project Denmark, France, 27
; Netherlands, UK
26 Institutional Development Programme UNDP 0.9

Source : FPCQO. GOB.
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Vil. OBSERVATIONS REGARDING FLOOD ACTION PLAN
The main focus of the Action Plan centre around high priority problems and
actions, broadly following a logical sequence from upper riparian to lower
riparian. The planners envisage high hopes and best prospects for technical and
economic feasibility of the FAP components. The implementation of FAP has
been assumed to be accorded under the existing government procedure and
project implementation modalities. The present socio-economic framework,
physical, technological, institutional cum structural constraints are apprehended
to stand in the way of attaining the stipulated objective of FAP items.
Within the general policies of the FAP structural measures are intended to
provide controlled flooding and draining (CFD) facilities to the protected areas.
This will allow the beneficial use of flood water for agriculture, fisheries,
navigation and the environment, but exclude the damaging major floods. Efforts
are being made to introduce the concepts of compartmentalisation, in which
protected areas are sub-divided into smaller units provided with structures and
facilities which will give local people local control of flood and water resources.
As the local proposals from beneficiaries will be crucial in defining boundaries of
the structural solutions so local needs and priorities will have to be assessed and
fitted into the criteria for structural solutions.
The application of FAP recommendations will have to be tuned with water
management teechniques such as compartmentalization and controlled flooding
on regional basis. These are, however, new concepts which will need to be
tested against the overall land and water management practices. The
compartments as such are not to be considered the same as the existing
independent polders anyway. The compartments are rather linked from upstream
to downstream areas of floodplains in order to eliminate the severity of floods by
stages. This concept has considerable long-term potential within Bangladesh but
a great deal of work needs to be done to develop it within the socio-economic
structure of the country. For sustainability of such new concepts would require
participation of beneficiaries at the three consecutive stages of FCD
development. It should be properly guarded that a secured environment for
agriculture, fisheries and integrated regional and urban development are not
critically hampered.
Duplication or redundancy of efforts should be avoided to make the WARPO
efforts in-resource study which is believed to have particular benefits of both
medium and long term perspectives. The caution is. therefore, for the FAP team
to gainfully employ the experiences of WARPC in the on-going regional studies
of FPCO.
The FAP for a feasible structural will need a coordinated approach. But. for
example, in case of pilot projects as such. the expected integration and
coordination would hardly be possible to obtain due to lack of timely feed back
from the regional studies and other structural components. The institutional
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arrangements for implementing the FAP would require a national level Co-
ordination Committee. For co-ordinated approach, WARPO will be the lead
organization in the large scale infrastructure to integrate FPCO generated
projects and BWDB'’s normal ADP Programmes.

Flood Action Planing in Bangladesh is at risk of overlooking the disaster related
issue of river bank zrosion. For achieving success of National Flood Control
Strategy, a viable solution to the problem of river bank erosion along the major
rivers need be carries out. Without control of flooding along the major rivers, it
will be impractical to control flooding.

The necessary risk involve is the time and cost overrun as experienced in the
implementation of large scale project as cited in Section Il. The Action plan need
not necessarily be too much mechanical in terms of creating physical entities. It
should rather be optimized by including subjective components like evoking the
effective domain of the beneficiaries for exampie, the flood information through
flood proofing measures, flood preparedness evacuation etc. may rather act as
complementary measures of flood control.

It can, however, be expected that there may emerge in course of time an
opportunity to make fundamental studies of the technical and social probiems of
flood management as well as develop techniques for more realistic social and
economic benefit-cost appraisals of possible interventions. The comprehensive
FAP activities will need to reinforce and strengthen the present institutional
infrastructures for disaster management. FAP is expected to address these
complementary issues in proper perspective. However, for achieving success in
such efforts effective public participation right from the planning stage and
peoples resilience to floods and cyclones must be ensured. It is, however,
observed from the studies made so far that the functional mechanism for
involvement of the beneficiaries for effective O&M has not been properly address
although problems have been identified in the case study.

A sustainable development requires the active involvement of the local
communities in development projects. The UNDP study remarks that “past
experience with people’s participation in the O&M of FCDI projects has been
rather disappointing” and concludes that the reason for this was the “technocratic
way in which FCDI projects were designed and executed : people were not
involved at any stage in the project cycle” (UNDP 19839). Despite this and
although the FAP accepts the need to involve beneficiaries, particularly in the
compartmentalization pilot project (component 20), the extent to which local
communities and potential beneficiaries have been consulted in the development
of the FAP or to which they will be involved in project implementation or
monitoring is not at all clear.

The success of FAP would depend not only on their technical soundness but to a
large extent on the degree of willingness of people to co-operate and be
associated with them on a long-term basis. Maximum possible popular
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participation by beneficiaries in planning, implementation, operation and
management of these projects may result in their long term sustainablility. This
will encourage resource mobilisation from local sources. The proof of
sustainability may at least lead to their willingness to pay for the O&M cost of
project.

For sustained social and economic development of the country the said FAP 26
components along with “Eleven Guiding Principles” should be properly integrated
and tuned with the strategies of-short term, long term and 20 years perspective
plan of GOB as reflected in the FFYP. In order to see that the FAP is consistent
with core objectives of FFYP and New Development Perspective (NDP) of the

present Govt.20 and people’s choice, the following issues, need to be taken up
as individual studies before structural measures are contemplated :
- rehabilitation and resettlement of displaced persons ;
- the economic and social returns to be accrued out of the total FAP and likely
Socio-economic benefits of the projects; and
- mtegratlon of Micro level planning and macro planning at all stages of socio-
economic development process.
The inflow -of external assistance in the field of disaster management may be
rationalised and ranked according to the indentified measures recommendation
by the FAP studies.
FAP programmes and projects will. have national development Implacauons and
they, therefore, must be implemented in ways that fit with national development
policies. It is only at the highest levels of policy making that a balance between
flood planning and other national priorities can be established. Once such a
balanced strategy is created it can serve as the basis for flood action planning
that works together with other national level goals in a mutually reinforcing way.
Disaster Planning and other national priorities have to be balanced and a
strategy can be evolved for flood action planning to work together with national
level goals in a mutually reinforcing way. This will also evoke participation of all
sectors in a balanced way.
People's involvement and beneficiary participation, as a relatively decentralized
approach -to planning, needs to be combined with some degree of central
planning. Reconciling these seemingly contradictory tendencies of these two
approached, will require national policy makers to establish balance in planning
and implementing FAP initiative.
VIil. GENERAL PRINCIPLES & PROCEDURES FOR
MITIGATION OF FLOOD HAZARD

Approach to the solution of flood and cyclone hazard problem requires planning
various structural and non-structural measures.

20 Plapning Commission, GOB; Three Year Rolling Investment Programme (FY-1992-
95), December 1992.
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VIil.1 Structural Mitigation Measures
Structural measures in times of embankments (river/coast), polders, groyns,
cross-dams, control structures, excavation/re-excavation of perennial rivers or
tributaries, (selected dredging/channel improvement) cyclone shelters, all
weather roads etc. are needed to arrive at the principles and procedures for
mitigation of flood and cyclonic hazards. Appropriate measure will be required in
a particular basin depending on topography, land use, socio-economic conditions
and hydrological characteristics. Are specific solutions according 1o different
topography in terms of coastal embankments, submersible embankments and
main river embankments have been suggested. Since the degrees of impacts by
floods, tidal surges and cyclonic storms are diverse resorting to appropriate
disaster management system instead of a unique and general solution would be
appropriate. '
A viable strategy for sustained development through structural and non-structural
measures will need to exploit the sterling wealth of social fabrics. It should be
conveniently tinged with structural provisions adaptable easily with the
technology, beneficiaries can withstand. As for the technology to be adopted for
structural solutions, low cost but highly useful technology, worthy of simple and
smooth transferring to the beneficiaries has been advocated. These include :

- appropriate and socially accepted with acceptance of the technology
the labour intensive choice of technique in embankment construction
strategy

. use of domestic and indigenous technology and locally produced and
procured materials

- a pragmatic approach towards construction procedures for soil type and
compaction conditions

Concomitent to these, few other policies are suggested to withstand the adverse

impacts of disaster :

- constructing residential and functional buildings to withstand flood and
cyclone and applying low cost construction techniques in housing and
settlement programmes ;

- constructing disaster-proof easily approachable physical infrastructure in
high-risk areas.

However, the structural solutions are effective upto a certain magnitude of flood

situation. In such a situation a number of non-structural options may be thought

of in order to minimise flood damage and to ensure speedy recovery of economic
loss by the affected people.

Vill.2 Non-Structural Policy Intervention

The non-structural policies are related to the socio-economic, environmental and
institutional aspects which are relatively low cost locally initiated and sustainable.
Three phases of follow-up action and four critical elements need be considered
for providing non-structural policy intervention. The three phases to disaster are
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(i) the humanitarian intervention phase (save lives and reduce human sufferings
through immediate relief measure); (i) the rehabilitation phase (repair of physical,
social and economic infrastructures); and (iii) the reconstruction phase

(reordering long term development activities); Of the three phases the

rehabilitation/ reconstruction planning including the recovery of production and-

social life should be done effectively in post disaster period.

The four critical elements viz. Firstly, a flood risk information centre supplying

general information on risks and ways to deal with them including preparation

and flood proofing measure ; Secondly, a flood warning emergency center
suppling information on current conditions nearby ; Thirdly, flood proofed
infrastructure protecting basic commerce, transportation and communications
during flood periods; and Fourthly, refuge areas that would make people feel
more secure. Possible flood proofing measures appropriate to Bangladesh has
been found to be taken by the targets of flooding by themselve at their own

initiatives and with their own funds and finance. These include : ;

- Raising important infrastructure and floor/ground levels above the expected
flood level ;

- Instituting flood warning system with provision of flood and cyclone shelter ;

- Establishing cash and food reserves ;

- Providing secure stores for emergency relief and grain ;

- Establishing social/rural infrastructural services.

There are a considerable number of other non-structural measures which can

also be applied to reduce or mitigate flooding problem:

- Improvement of quality and increase of lead time to allow better
preparedness programme ;

- Emergency procedures in terms of evacuation of people for security of life,
property and livelihood ;

- Floodplain zoning to specify areas for settlement or land use in non flood—
prone areas ;

- Appropriate land-use pattern for flood-prone areas by harmonizing land
suitability with agricultural development strategies;

- Better management methods for catchment areas may be evolved for a
strategy of an effective disaster reduction; :

- Flood adjustment measures and flood loss minimizing techniques;

- Appropriate analysis of vulnerability in high risk zones;

- Flood insurance and post flood rehabilitation programme;

. Disaster management education programme, development of extensive
public awareness programmes to inform the public about flood hazards and
illustrate what can be done to prevent a disaster

Generally the non-structural flood damage mitigation measures so far suggested

should be seen as complementary measures to the structural measures

discussed above.
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VIIl.3 PROCEDURE OF ECONOMIC APPRAISAL
Economic appraisals of alternative mifigation proposals.coming under either of
the two measures are invariably essential for decision making precess. But B/C
analysis of intangible benefits being difficult to quantify, appropriate procedures
for economic appraisal21 thereof must be devised. In-case guantification is

absolutely impossible Multicriteria Analysis22 may be . developed to effectively
indicate the implications of such mitigation proposals.

Like other co-basin countries, there has been a persisting absence of B/C
analysis in hazard and vulnerability aspects in Bangladesh too. For arriving at a
realistic assessment of damage due to floods and cyclones following things must

be adhered to :
B/C anaiys:s of disaster mitigation measures should be practiced.

- Project proposals should always include disaster mitigation measures on
the basis of B/C analysis along with sensitivity analysis with respect to
probabilistic and historical occurrences of floods and cyclones.

- Long term planning considerations should be taken in conjunction with short
term decisions for disaster response.

- Mitigation efforts should be integrated with the normal BWDB investment
and FPCO generated project activities under long-term planning
considerations.

Lack of adequate data prohibits a realistic assessment of hazards for effective

land and water management. For a meaningful B/C analysis of mitigation

measures data on a wide range of parameters would be required; total

population, spatial distribution, cross-section of population, land use patterns,

flood depths and inundation characteristics, estimates of damage to life, property

and other variables, existing local capabilities to mitigate disasters, local refuge

areas, access roads, existing institutional infrastructures for emergency activities,

existing media for emergency disaster planning preparedness programmes etc.
IX. FLOOD MITIGATION POLICY RECOMMENDATIONS

The recommendations of the present study can be divided into the following five

major categories : (A) General Recommendations; (B) Recommendations related

to existing and new projects under BWDB and FAP; (C) Research and studies in
support of modelling activities; and (D) Recommended policies at the National

Level: (E) Recommended policies at.international level. The general

21. Ahmed, Murshed, Financial and Economic Analysis of Small Scale Water Resources
Project, Presented in the Regional Seminar on BWDB Small Schemes Project,
organized by BWDB sponsored by World Bank and UNDP, held in BARD, Comilla
28-30 Sept. 1989.

22. FPCO, Guidelines for Project Assessment, July 1991, P.15.
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recommendations for alleviation of impacts of all types of hazards may be as
follows :
A. General Recommenciauons
- policy formulation
- assessment prior to disaster
- measures preventing disasters

early warning systems
- disaster planning such as preparedness -
- disaster response
- community/ group approaches to disaster response.
1. Priority should be given to ensure that disaster reduction is accorded due
recognition with appropriate institution building. Such institutional arrangements
should be established for dealing with all the three phases to disaster mentioned
earlier.
2. A committee comprising policy-level decision makers in the Government
engaged in disaster mitigation activities should be set up in conformity with the
proposed institutional framework of SADMC.

B. Recommendations Related to Existing And new Projects under BWDB
and FAP

1. The agricultural, socio-economic and environmental issues are vital for
comprehensive and balanced water resources development. These issues must
not be left out while evaluation the viable alternative options for FPCO generated
and BWDB projects for flood mitigation and alleviation of their impact.

2. Given the imperative need for assessing the socio-economic and
environmental issues for drawing up optimal flood management plan, interaction
and relationship to the FAP components and “Eleven Guiding Prlnt:lples should
be ensured.

3. The adverse effects of structural solution as proposed to be mitigated through
controlled flooding as embodied in the first guiding principle should be subjected
to technical scrutiny in the list of human and economic dimensions of
Bangladesh.

4. FCD project designs shouid address the problems arising out of structural
failures including flood embankments in case of floods exceeding the height of

embankment, regulator size and capacity.

5. BWDB planning for FCD/l schemes should be closely coordinated with
planning for the FAP. Without such coordination, there is a strong probability
that many small to medium scale projects will be rendered futile by subsequent

iong-term plans for flood control.
Managernent Committee including FPCD and WARPO has to be set-up 1o

supervise the activities of FAP components to make an effective adjustments of
regional plans with the overall framework of WARPO.

7. Besides block funding’ the flow of O & M funds must be ensured on a regular
basis for the year and if necessary just after flood and cyclone damage
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8. Breaches of flood control embankments, public and rain cuts should be
repaired immediately with appropriate width and soil compaction through FFW
Programmes.

9 Involvement of the beneficiaries at the three project development stages
should be duly emphasized in flood hazard mitigation programmes and
emergency actions e.g. sand baggings, bamboo fencing etc. -

10. Functional mechanism has to be worked out to obtain public participation for
effective O & M and sustainability of FCD/I projects. Recommendations No. 9 as
above may be synchronized with this for achieving such institutional framework
at a realistic level.

11. FCD projects being very costly option for development, the flow of funds for
O & M resources should, however, start immediately in terms of charging the
beneficiaries for the FCD benefits under a long term schedule of recovery. It is
aimed to get rid of costly credit and to generate an indigenous and fundamental
resource structure for a sustained development of such projects.

12 Afforestation in the coastal area specially in the newly accreted land, the
foreland of the embankment as well as on the slopes of the embankment should
be undertaken for providing a very efficient protection against damage by high
tidal waves and cyclonic surges.

C. Research and Studies in Support of Modelling Activities

1. Generalized Computer Models against simulated mathematical models should
also be developed to gainfully employ the following aspects for research and
development in disaster mitigation strategies:

a) A unified interactive hydrological-economic model;

b) A multivariate model combining agriculture. ecology, and physical parameters;
and

c) A socio-ecological engineering mode.

5 A GIS based model should integrate both physical and cultural/ human data
base for proper evaluation of completed FCD projects.

3. Studies incorporating the dynamic geomorphological agents like formation and
erosion in the coastal areas and tectonic effects should be undertaken to
evaluate the impact of the FAP projects.

4 Disaster research and management should be based on activity oriented
issues for which the development of appropriate institution is an urgent need.
The proposed SADMC is expected to develop itself as a permanent institution for
strengthening disaster related activities in the country as well as in the region.
The Bangladesh National Commission for UNESCO (BNCU) should promote the
action research programmes of SADMC for integrating national and international
systems of disaster management.

5 All FAP Projects should be formulated with full consideration socio-economic,
technical and environmental aspects and consistent with core objectives of EEYE
and NDP criteria of GOB. The following issues should be taken up as individual -
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studies before structural measures are contemplated:

i) Land lost to embankment and related construction world leading to
population displacement;

i)  The economic and social returns to be accrued out of the total FAP;

iy Prospect of O & M of the structures'if and when the international aid/
support ceases.

D. Policy measure to be taken at the National Level

1. A national disaster plan incorporating prevention, mitigation, preparedness

and response should be part of the national development plan. GOB should

enact basic disaster legislation and building codes to ensure the effective

implementation of disaster plan at sectoral, regional, thana, union parishad and

down to the village level. For maximization of participation of the community a

bottom-up approach to planning should be applied.

2. Natural disaster mitigation programmes/policies should be formulated and

economic, land-use and insurance policies for disaster prevention must be

reinforced. This programmes need be integrated totally into the normal

programmes for economic development.

3. Disaster management policies must be based on a national and political will

manifested through pragmatic action programmes in keeping with national

priorities and development objectives. Improved co-ordination among multi-level

agencies are required to support the said programmes and proper ranking of

viable measures/programmes need to development on priority basis.

E. Policy Measure to be Taken at the International Level

1. For disaster management, project assistance should be provided as grant and
on untie basis. This would facilitate local expenditure for disaster mitigation on
emergency basis through external aid.

2. International sharing of hydrological and other relevant data, institutional
support services and cross-border awareness must be considered as key
parameters to mitigate the impacts of disaster.

3. Cooperation at international level should be realised to ensure the long-term
stable solutions as envisaged-in FFYP and as recommended by the Krug
Mission. For achieving in FFYP as a realistic level India, Nepal and other co-
basin states have to draw multilaterai understanding at the diplomatic and
professional level experties leading to uevelooment of comprehensive flood
forecasting and flood preparedness in the common rivers.

X. CONCLUSION
Garanted that disaster management is a complicated issue and one single
solution cannot be recommended as a panacea, the concept of happy marriage
between structural and non-structural measure can be visualized as a viable
alternative. The said concept agrees with a simple assumption that Bangladeshi
people do not have much discomfort to live with a certain level of inconvenience
due to average flooding, more than average flooding once in 20 years, heavy
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rains and seasonal tides and storms. But this favourable allowances of the
people to the planners should not be taken as a license to design vulnerable
measure to mitigate the natural disasters. The package of supporting activities of
FAP is, therefore, the prime mover of planning, design, implementation and O&M
of structural measures. For non-structural ones the non-going studies on flood
proofing, flood response, flood forecasting system, warning and evacuation
system should provide a ground for long term stable solutions to the problems of
disaster prone population. The joint impact of the said structural and non-
structural measures should provide a sustainable and ecologically balanced
development of the water sector of Bangladesh.
In summary, for a sustainable development strategy of disaster management
multi-disciplinary research should be conducted and suitable arrangements
should address the following key needs to :
- create sustained awareness among the national planning and policy makers
regarding the measures of disaster mitigation and alleviation of their impact;
- implement disaster mitigation programmes at different tiers and echelons of
public administration ;
- carry out flood risk analysis including flood damage analysis and flood risk
mapping using GIS and Remote Sensing (RS) Technology ;
- strengthen and reinforce institutional capabilities as proposed in this study
and by flow of adequate finance and skilled manpower ;
- achieve increased self reliance at community and national level ;
impart proper education and training in mitigation strategies.
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Evaluating the Impact of Privatisation and
Dereguation in Bangladesh Agriculture:

A Preliminary Assessment
Abu A. Abdullah*

l. INTRODUCTION
Since the late seventies, there have taken place changes in agricultural policies
amounting to a complete transformation of the policy regime confronting
farmers. The overall thrust of this transformation has been in the direction of
reducing direct government intervention and encouraging private sector
involvement in the distribution of inputs and outputs. Many of these policies
remain controversial, mainly on equity grounds, but also on the ground that these
policies are in fact not conducive to growth either.
The present paper makes no attempt to address the equity issues, though a few
words will be said in the conclusion. My aim is the more modest one of ass:—:smng
the growth impact of liberalisation and deregulation.

I.,THE POLICY CHANGES

| begin with a brief review of the main policy initiatives in agriculture:

(a) Abolition of standardisation requirements for STW engines.

“ Standardisation” meant that the goverment had a short list of makes of diesel
engines (of 20hp or less), which could be imported “for use in agriculture”. The
importer had to get a certificate from the Ministry of Agriculture, which enabled
the importer to pay a low (15%) CD, instead of the 50% he would pay on engines
not so certified. This meant that farmers were denied access to cheaper, if less
durable, Chinese and Korean engines, or at any rate that such engines were
made artificially uncompetitive.

The intentions behind standardisation were certainly honorable, and initially,
when farmers were unfamiliar with the technology, it probably served a useful
purpose. But by the mid-eighties it had clearly become counter productive. The
abolition of standardisation made irrigation cheaper not only were the Chinese
and Korean engines themselves cheaper, but competition from them (as well the
removal of all CDST) made even the “standard” makes cheaper. Therefore, this
was a desirable policy change. However. a zero customss duty on the finished
product, in the presence of duties ranging from 15% to 45% on inputs like
accessories, raw materials, apares ect. means negative protection to domestic
production, which cannot be justified. Thus the recent reimposition of a 7.5%
customs duty (together with 15% VAT common to imports and home production)
can also be endorsed. But on standardisation there should be no going bach.

* Research Director, Bangladesh Institute of Development Studies, Dhaka
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(b) Trade policy for rice and wheat : recently these have been taken off the
restricted list. This should help keep domestic prices in line with world prices.
However, this policy together with an appropriate export subsidy cum import tariff
policy can also be used to give any desired level of protection to domestic
growers. The decision to set customs duty at zero cannot be defended when
industry continues to get an average effective rate of protection which is probably
still over 100%. No doubt over time this will be brought down, but it is very
unlikely, nor would it be desirable, to bring it down to zero. Thus recent
reimposition of a 7.5% duty on cereal imports can also be defended, in fact
probably 15% would be preferable in the interest, of greater neutrality of the
trade regime.

(c) The current tariff structure on agricultural inptit machinery is as follows:

ltem Custom Duty VAT
Diesel engine (3-20hp) 7.5% 15%
Diesel engine (20.01-40hp) 15% 15%
Spare parts 30% 15%
Agricultural machinery 15% 15%
Raw materials and accessories 15% 15%
Pumps 45% 15%

Source : S.H. Rahman, A New Tariff Structure for Agricultural Production Inputs, ADB,
Dhaka, July 1992, pp. 41-46.

~ The changes over previous levels are in the direction of rates that are lower on
the average and also less dispersed, both desirable properties of a tariff
structure. Also, duty on the final output of STW engines has been raised (from
zero), while duties on inputs have been lowered, thus increasing the protection,
or rather eliminating the negative protection, to the production of STW engines.
There have no doubt been some revenue losses, but benefits to users should
exceed this loss. However, there appear to be no compelling reason for duties on
spare parts and pumps to be so far out of line with others, and duty on small
diesel engines can probably also be reised to 15% without any major impact on
demand. a

(d) Privatisation of agricultural inputs (fertiliser and STW) distribution. This is very
much a fait accompli, and to my knowledge no one now seriously argues against
it. There are occassional reports of localised fertiliser shortages, but certainly
many fewer than in the days when BADC had a monopoly of the retail or
wholesale trade. According to all available evidence, the fertiliser market is very
competitive, marketing costs are low compared to what they used to be under
public sector distribution, and profit margins are modest. Shallow tubewell sales
have also shown a healthy rate of growth so far. A priori one would expact a
multitude of suppliers, whose livelihoods depend on providing the right input at
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the right times, would on balance serve the interest of users better than salaried
employees who have no such incentives, and the Bangladesh experience to date
has not belied this expectation.

Along with privatisation has gone removal of subsidies on fertiliser, causing a
falrly rapid nse in the “issue price” and also in the price paid by farmers. The
“issue price”! of urea (in Taka per kg) rose from Tk. 1.87 in 1981 to Tk. 4.33 in
19852 Currently the issue price stands at Tk 4. 725, which implies relative
stability since 1985, but there are reports that in some parts of the countries
(notably the north-east) it is selling at Tk. 7-8 per kg.

As of December 1992, imports of TSP and MP have been completely privatised,
so that farmers will perforce have to pay border parity prices.

(e) In the mid-eighties, when privatisation of STWs, was well under way, certain
sections of the bureaucracy as well as some professional policy analysts were
concerned about reports of “too many” STWs being installed in some areas,
causing problems for other neighbouring tubewells, deep and shallow, by
drawing down the water lable, causing shortages of drinking water and perhaps
even long-term depletion of groundwater. These quarters persuaded the
government of the day to issue the Groundwater Management Ordinance 1985,
and the Groundwater Management Rules 1987. The former in fact explicitly
stated that it was to come into effect only as and when the government made an
announcement to that effect, spelling out the precise modalities of
implementation. The 1987 Rules were the promised announcement. It was here
that instructions were given on how Upazila Irrigation Committees were to be
formed, the procedures for application to the Committee, the factors the
Committees should take into account, recommended minimum distances
between tubewells, etc. The Rules make nightmarish reading today—it is
astonishing that men of unquestionable goodwill should have spawned this
bureaucratic monstrosity which, if ever implemented, would have brought
irigation expansion to a grinding halt. However, the timing of the Rules, and the
fact that the ebullient expansion of minor irrigation started at about the same
time, before the Rules were abolished (1988) makes the World Bank story, which
casts these Rules as the villain of the piece, somewhat, untenable. Nevertheless,
the fact remains that the Rules were at best pointless and at worst potentially
disruptive, and their abolition a definite advance. There was a brief and
mysterious reimposition of siting restrictions in January 1992, and re-abolition in
July.

1 The concept is somewhat confusing, meaning at different times the prices paid by either
wholesalers or retailers to BADC or in more recent times the BCCIC. For imports it meant the
recommended wholesale price at which importers were supposed to sell to
wholesalers.

2 Govt. of Bangladesh The Third Five Year Flan, Table 1.2 (p.2).
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(f) Open tendering for government procurement of rice for the PFDS represents
one of the most daring policy innovations of recent years. It is all the more
remarkable in that this was not initiated in compliance with a conditionality on
some programme loan. Under this system, the DG Food asks for bids from
private rice traders for a certain quantity of rice to be delivered at the point of
consumption, and the lowest bids that add up to the total quantity tendered for
are accepted. The costs to government are considerably lower than proca] rement
from millers, or for that matter from growers, and once the system is fully in
place, the price support objective should be as well if not better served, even
though traders will naturally buy at market prices rather than at an administered
support price. This is because the market price will itself be affected by the
addition to aggregate demand represented by traders’ purchases for the
government. Benefits per grower may be lower, but the beneficiaries will be all
growers who sell a part of their produce, not just the tiny minority who have
access to a mill or a government centre.

lll. THE IMPACT
Have these policies been “good” for agriculture, or more specifically for
foodgrains? This is an exceedingly complex question. It is not a simple matter to
isolate the affects of policy changes from those of non-policy variables.
What one can attempt, on a much more modest scale, is to review the recent
growth performance in the foodgrain sector, examine recent policy changes and
. assess, in a commonsensical way, whether any changes in performance can be
plausibly attributed to these changes. This is attempted below. In addition, some
rough-and-ready estimates are offered of the (actual and/or likely) effects of
adopting some of the proposed reform measures on the government’s budgetary
position, under the presumption that even if a policy reform has no particular
identifiable effect on output, it will still be a desirable policy if it increases
government revenue or decreases (comparatively inessential) Government
expenditure.
4. Table 1. brings together data on rice production by crop season and variety in
Bangladesh from 1979-80 to 1991-92, pointless and at worst potentially
disruptive, and their abolition a definite advance. There was a brief and
mysterious reimposition of siting restrictions in January 1992, and re-abolition in
July. :
(f) Open tendering for Government procurement of rice for the PFDS represents

one of the most daring policy innovations of recent years. It is all the more
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remarkable in that this was not initiated in compliance with a conditionality on
some programme loan. Under this system the DG Food asks or bids form private
rice traders for a certain qunatity of rice to be delivered at the point of
consumption, and the lowest bids that add up to the total quantity tendered for
are accepted. The costs to Government are considerably lower than
procurement form millers, or for that matter form growers, and once the system is
fully in place, the price suport objective should be as well if not better served,
even though traders will naturally by at market prices rather than at an
administered support price. This is because the market price will itself be
affected by the addition to aggregate demand represented by trader’s purchases
for the Government. Benefits per grower may be lower, but the beneficiaries will
be all gorwere who sell a part of their produce, not just the tiny minority who have
access to a mill or a Government centre. '

TABLE -1
PRODUCTION OF MAJOR RICES DURING 1979/80 TO 1991/92
(‘000 Tons)

Years Local MV Total

Rice Rice Rice
1979-80 8119 4420 12539
1980-81 8757 5126 13883
1981-82 8427 5204 13631
1982-83 8173 6044 14217
1983-84 8620 5888 14508
1984-85 8212 6410 14622
1985-86 8462 6579 15041
1986-87 8335 7022 15407
1987-88 7779 7635 15414
1988-89 _ 6811 8733 15544
1989-90 7553 10137 17690
1980-91 6958 10894 17852
1991-92 6463 11789 18252

Source: Statistical Year Book of Bangladesh (1991), and Mothly Statistical Bulletins of
Bangladesh, Various issues and BBS. 3
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TABLE-1 (Continued)
PRODUCTION OF MAJOR RICES DURING 1979/80 TO 1991/92

(‘000 Tons)

Years Local : MV Total

Aus Aus Aus
1979-80 1879 830 2809
1980-81 2214 1075 3289
1981-82 2248 1022 3270
1982-83 2129 938 3067
1983-84 2215 1007 ~ 3222
1984-85 1921 862 2783
1985-86 1906 922 2828
1986-87 2163 967 3130
1987-88 2102 891 2993
1988-89 2127 729 2856
1989-20 1866 609 2475
1990-91 - 1630 698 2328
1991-92 1413 766 2179

Source: Statistical Year Bpok of Bangladesh (1991), and Monthly Statistical Bulletins of
Bangladesh, Various issues and BBS.

TABLE-1 Continued)
PRODUCTION OF MAJOR RICES DURING 1979/80 TO 1991/92

(‘000 Tons)

Years Local MV Total

Aman Aman Aman
1979-80 5595 1708 7303
1980-81 5903 2061 7984
1981-82 5542 1667 7209
1982-83 5529 2075 7604
1983-84 5887 2049 7936
1984-85 5730 2200 7930
1985-86 6104 ' 2438 B542
1886-87 5742 2525 8267
1987-88 5240 2450 7690
1988-89 4275 2582 6857
1989-30 5326 3856 9182
1990-91 s 4921 4246 9167

1991-92 4613 4656 9269
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Table 1 (Contd.)

Years Local MV Total

; Boro Boro Boro
1979-80 545 1882 2427
1980-81 640 1990 2630
1981-82 637 2515 3162
1982-83 515 3031 3546
1983-84 518 2832 3350
1984-85 561 3348 3909
1985-86 452 3219 3671
1986-87 430 3580 4010
1987-88 437 4294 4731
1988-89 409 5422 5831
1989-90 - 361 5672 6033
1990-91 407 5950 6357
1991-92 437 6367 6804

Source - Statistical Year Book of Bangladesh (1991). and Monthly Statistical Bulletins of
Bangladesh, Various issues and BBS. .

Wheat is omitted from discussion, since most experts agree that it is unlikely to
ever become more significant in production than it is at present. The output
figures for the three main seasonal varieties of rice are also presented
graphically in Figure 1. At this point we ignore the local HYV breakdown.

Aus, sown in March-April and harvested in July-August, is a rainfed crop with low
yiellds. It seems clearly on the way out, and has certainly contributed negatively
to the growth of the crop sector. We can safely ignore it in future analysis.

The leading sector in agriculture through the eighties has clearly been Boro
Sown in January February and harvested in April-May, this crop is safe from the
risk of flood damage or excessive cloud cover, and controlled irrigation is
possible and is being widely practised. This is the crop where the Green
Revolution has had the maxium impact : in 1991, 94% of Boro production was
accounted for by modern varieties, as opposed to 50% for Aman and 35% for
Aus.

Aman. the main rice harvest, has also been growing, as eye-inspection of
reveals, but not as fast as Boro. There is an intriguing kink—three successive
falls in output between 1985-86 and 1988-89, followed by a leap in 1989-90 and
stagnation almost at the same level thereafter. This, however, is mainly due to
the flood losses in the years 1987-88 and 1988-89—corrected for this, the series
would look much smoother.

Loooking at the Figures for particular seasons, with a breakdown betwee local
and modermn varieties, provides some added insights. For Aus, both local and
modern varieties are declining (this is largely due to shifting acreage from Austo
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Boro, since the planting season for Aus precedes the harvesting season for
Boro). For Aman, on the other hand, there has been in the very recent past
(Starting form 1989-90) a dramatic shift from local to modern varieties. As for
Boro. the entire growth ( in fact more than the entire) is accounted for by growth -
in modern varieties, the local crop declining steadily if slowly.

Table 2 preasents the results of a rough exercise in “sources of growth analysis’.
Colum 1 shows the actual annual changes in total rice output, while columns 2
and 3 show changes in HYV Aman and HYV Boro output respectively. Only
these two corps have been selected because these have clearly been the main
sources of growth, all local varieties and MV Aus having negative growth rates.
In the last two colums we show the per cent share of changes in HYV Aman and

TALBE-2
A DECOMPOSITION OF OUTPUT GROWTH OF RICE
(000" Tons)

Years Annual Annual Annual Percents Change with
Differ- Differ- Differ- respect to total
ence in ence in ence in change in rice

Total HYV HYV
Rice Aman Boro HYV HYv
Aman Boro
1979-80 - B - - -
1980-81 1344 353 108 26 8
1981-82 (-)252 (-)394 525 155 (-)208
1982-83 586 408 516 70 88
1983-84 291 (-)26 (-)199 ()@ (-)e8
1984-85 114 151 516 132 453
1985-868 - 419 238 (-)128 = (-)31
1986-87 361 87 3861 24 100
1987-88 7 (Y75 714 (+) 1071 10200
1988-89 130 132 1128 102 868
1989-90 2146 1274 250 59 12
1990-91 162 390 278 241 172
1991-92 400 410 417 102 104

Boro output in changes in total rice output. Note that these percentages can be
negative because of either the denominator or the numerator being negative—in
other words a negative entry in the last colums need not mean a fall in HYV
Aman or Boro output in that year—it could mean that total rice output fell.
However, this happened in only one year, 1981-82. Evidently these two
percentages will useally add up to more than 100 since other varieties were
generally declining.
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An initial perusal of this table yields the following interesting observations. :

(@) If one leaves out the evident outliers like 1980-81, 1987-88, and 1989-90, the
annual increments in total rice output show no particular pattern, mostly
oscillating between 100,000 and 400,000 MT

(b) Up to 1988-89, in most years HYV Boro countributed more, dften much more,
than HYV Aman. In the three years since, Aman has been either leading or
close. This is notably so for the outlier year 1989-90, when aggregate rice output
increased by a staggening 2.146 million MT, of which 1.274 MT or 59% came
from HYV Aman and only 250,000 MT or 12% came form HYV Boro (the
balance, of 29% came mostly from local Aman, as we can verify from

Table-1.

These observations cannot but raise some questions about the efficacy of
deregulation in Agriculture.. After all, since deregulation measures were almost
entirely Concentrated in nput markets for HYV Boro (most of the fertiliser and
virtually all the modern irrigation is used for this crop), this is where one would
look for signs of a positive impact. And since 1988 was, according to most
accounts, a watershed in policy reforms, with the abolition of standardisation of
irrigation equipment and siting restrictions, and the removal of customs duties
and sales tax on imported diesel engines, one would have expected to see an
acceleration in HYV Boro production following this year, instead of which one
sees, if anything, a mild deceleration. If one looks at the behaviour of fertiliser
offtake during this period the picture is broadly similar—more or less steady
growth throughout the period rather than any dramatic break at any point that
can be identified as a turning-point in terms of agricultural policy.

Since the most dramatic policy change in this period was the deregulation of
minor irrigation equipment, completed in 1988, one would expect any impact to
show up in the number of STWs operated. The data are shown in Table 3 below.
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TABLE-3
SHALLOW TUBEWELLS (AND PRIVATE FORCE MODE TUBEWELLS) OPERATED
1979-80 TO 1990-91

Year No. Operated Annual
(‘0007) Increase

1979-80 22 -
1980-81 38 16
1981-82 73 35
1982-83 29 26
1983-84 128 29
1984-85 152 24
1985-86 145 -7
1986-87 159 14
1987-88 183 24
1988-89 223 40
1988-90 276 53
1990-91 276 0

Source:  David Gisselquist, Development Potential of Minor Irrigation in Bangladesh:
AST-CIDA. May 1991, p.4.

There seems indeed to have been a quantum jump in STWs sales in 1988-89
and 1989-90. The 1990-81 slump is an artefact—for reasons best known to
himself, the author assumed that the 1989-90 figure (for which census data were
not available) were the same as for 1990-91 (op. cit. P.A-1).

From the above. one might be tempted to conclude that deregulation in
agricultural input markets has been irrelevant to the growth of output. This would
be premature. The point is that policy changes did not occur in one year but were
spread over a decade—roughly 1979-1989—and that there is inevitably a time
lag between policy change and agent’s response to those changes. Finally, one
must remember that in the absence of a “land frontier” where extensive growth
can take place, the prevention of a decline in gorwth rates may itself be a major
accomplishment of policy change.

The following table gives some indications that policy changes may have had a
significant positive impact.
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TABLE-4
GROWTH IN PRODUCTION AND PRODUCTIVITY IN RICE CULTIVATION IN
BANGLADESH

Annual Growth Rate of

Period Area Production Productivity
1971-80 1.0 3.1 21
1980-89 0.1 2.8 2.7
1971-89 0.6 3.0 2.4

Source : Mahbub Hossain et al. Differential Impact of Modern Rice Technology: The
Bangladesh Case Draft: BIDS, October. 1991: Table 1.2.p. 102

The crucial point to note is that while the overall growth rate of rice production
was lower in 1980-89 compared to 1971-80, in the more recent period, when
most of the significant policy changes occured, the growth was almost entirely
due to rising productivity, and this productivity growth was significantly higher
than in the earlier, pre reform period. It must also be kept in mind that the
production gorwth rate of the seventies is somewhat artificial because it started
from the unnaturally low base of the immediate post—liberation years.

The picture that emerges, then, is the following: in the first sub-period, growth
was high maninly as a ‘recovery” phenomenon, with acreage getting back to
normal historical levels, and some productivity gains (due mainly to expanding
HYV Boro acreage). In the second sub-period, the scope for extension of the
margin of cultivation (increasing the gross cropped area) more or less vanished.
This, however, was partly compensated by an acceleration of the pace of
productivity growth. The question then arises as to what role policy changes may
have played in this enhancad productivity growth. )

Apart from policy changes, there are three possible alternative explantions: (a)
good weather, (b) introduction of new technologies, e.g.. new HYV seeds, or (c)
simple subsistence pressure (the “Boserup effect’). On the first. pending detailed
analysis, it seems highly unlikely that weather conditions were systematically
better in the eighties than in the seventies. If the seventies had the floods of 1974
and 1979, the eighties had the floods of 1984, 1987, and 1988. As to the second,
no innovations of major import can be invoked. Militating against both these
explanations is the fact that yields of individual rice varieties show no dramatic
increase, as would presumably have been the case had growth been mainly
weather—induced or technology- induced (Table-5). The main “ source of
growth” has been farmers’ decision to shift acreage to HYV Boro.
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The third explanation cannot be so summarily dismissed. But while the
exhaustion of opportunities to increase gorss cropped area may explain part of
the motivation for greater shift to HYV to HYV Boro, one still has to explain what
made such a shift possible. Could the public sector have managed quantities of
fertiliser and irrigation equipment without massive subsidies to offset their higher
marketing and distribution costs? In theory, perhaps. In practice, one would tend
to doubt it.

TABLE 5
PER ACRE YIELD OF RICE BY VARIETIES

Years Local MV All Local MV All Local MV All
Aman Aman Aman Boro Boro Boro Rice Rice  Rice

1279-80 0.44 0.79 0.49 0.52
1980-81 0.47 0.86 0.53 0.63
1981-82 0.44 0.70 0.49 0.64
1982-83 0.45 0.78 0.51 0.58
1983-84 0.48 0.78 0.53 0.62
1984-85 0.50 0.82 0.56 0.66
1985-86 0.51 0.83 0.57 0.57
1986-87 0.48 0.82 Q.55 0.55 .08 0.98 0.45 0.92 0.59
1987-88 0.48 0.83 0.56 0.58 .06 0.98 045 093 0860
1988-89 0.46 0.77 0.54 0.54 1.03 0.97 0.44 0.91 0.62
1989-90 0.55 0.81 0.65 0.49 1.04 0.97 049 096 069
1990-91 0.52 0.87 0.64 0.58 1.06 1.00 048 096 069
1981-82 0.52 0.89 0.66 = - - = 2

05 085 040 090 050
08 091 044 095 054
13 098 042 091 053
14 101 042 090 054
07 097 044 090 056
10 100 045 093 058
07 098 045 093 059

Looking at the reform process and the post reform period as a whole, we
reconfirm that HYV Boro was indeed the “ Leading sector” Growth rates
calculated from Table 1 are presented below.

TABLE &
GROWTH RATES (1979-80 TO 1991-92) OF RICE VARIETIES
All Rice 2.66
Local -1.69
MV 7.48
Aman 1.29
Local -1.55
MV 7.09
Boro 8.49
Local -4.58
MV 10.44

(Growth reates for Aus were not calculated, but would obviously be negative).
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Since the policy changes, particularly with regard to irrigation equipment and
fertiliser distribution, are targetted ma‘nly at MV ‘Boro prodiction, the outstanding
performance of this crop can be taken to be an indication that the policy has
succeeded—at a time when short-run dislocation associated with the transition
could well have been expected. It can therefore be said with a reasonable
degree of confidence that the recent policy changes in agriculture has been in
the right directions.

IV. THE BUDGETARY IMPLICATIONS

An elaborate modellin/j exercise incorporating demand and supply functions for
output and input would be needed to assess the budgetary impact of the reform.
But some illustrative cak ulations can provide an idea of the order of magnitude
of budgetary savings due to the policy reforms.

(a) It has been estimated 3 that for 1991-92, the export parity price for urea was
Tk. 5069/MT. Since the issue price was TK. 4725, this implies an economic
subsidy of Tk. 344/MT In that year 1.52m MT of urea was used. Charging the
export parity price to traders would have generated budgetary savings of Tk.
522.88 million. If the elasticity of demand for urea is taken to be-0.71, as
estimate for 1985 by M. Hossain? | a 6.8% rice in price would have caused a
4.8% decline in use, and hence in total budgetary savings, which would therefore
have been Tk. 497. 78 million.

(b) In 1991-92, 494,000 MT of TSP were sold to traders, of which 81,000 MT
were domestic production, 267,000 MT were imported by BADC, and 146,000
MT by the private sector. © The BADC now has to pay the full ¢ & f price, so
there is no subsidy here. Subsidies exist on BCIC sales and on private sector
imports, The subsidy per MT of domestically produced TSP has been estimated
at Tk. 1990 per MT (Abdullah op. cit., p. 46). Total savings from eliminating this
subsidy on 81,000 MT of domestic production would be Tk. 153.09 million. (No
corrctions are attempted for demand contraction due to the price rise since
separate elasticity estimates for TSP are not available).

For private imports, the subsidy is Tk. 2026 per MT. On reported import volumes
of 146,000, total subsidy, and hence total potential revenue gains from subsidy
elimination, would be (again ignoring any price effect) Tk. 295.80 million. For MP
total imports in 1991-92 were 89,617 MT. Subsidy per MT was TK. 1572. The
total subsidy was therefore Tk. 140.88 million.

3 Abu Abdullah, Progress in Policy Reform in Bangladesh Agriculture; Report prepared for
the Asian Development Bank; Dhaka, November 1992, p. 42.

4 Mahabub Hosaain, * Price Response of Fertiliser Demand in Bangladesh”, in The
Bangladesh Development Studies, Vol. X/l Nos. 3-4 (September-December 1985), p. 57.

5 Obtained from Mr. Siddiqur Rahman, GM (Commercial), BCIC.
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Adding up, we get a total subsidy on fertiliser of Tk. 1087.55 million.

Against the above must also be set the revenue loss from the new tariff structure
on imported agricultural inputs. It has been argued (Abdullah op. cit. (p.57) that
the revenue lose cannot have been less than Tk. 100 million and may well have
been nearer Tk. 200 million.

" More important as sources of public savings was perhaps the move to open
tendering for rice. IFPRI suggest that during 1991-92, the government could
have saved about TK. 1600 million if they had used open tendering instead of
millgate procurement. In addition, another Tk. 230 million would have been
collected as advance income tax.®
Accepting the above figures as approximately right, and using a figure of Tk. 150
million for the revenue loss due to the revised tariffs for agricultural equipment,
we arrive at a net figure of Tk. 2768 million (Tk. 1088m on fertiliser + Tk. 1830m
on foodrain procurement—Tk . 150m on machinery imports). This is only about
3.6% of total tax revenue of Tk. 77410 million in 1991-92, so it cannot be
considered a major gain, However, the fact that in 1991-92 budgetary savings
were modest reflects the fact that already subsidies on fertiliser had been
significantly reduced. Between September 1991 and September 1992, for
example, the issue price of urea was raised by 15% of TSP by 52%, and of MP
by 60.4%7 . Clearly, if the 1991 prices had been maintained, budgetary losses
would |.ave been more substantial.

Nevertheless the reform process must seek its justification not in any modest

contribution it may make towards fiscal balance, but in its contribution to creating

a policy environment more conducive to efficiency and dynamism in agriculture.

The evidence available suggests that this is indeed the case.

V. CONCLUSION

May overall verdict on the recent policy changes is therefore a positive one. In

this concluding section | will briefly touch on some concerns that are form time to

time expressed about these changes.

(a) There is some concern about the equity aspects. Farmers, who are in general

poorer than other groups in society, are being squeezed. If cutput growth has not

suffered, this is at the cost of increased “self-exploitation” of the peasants.

It is of course true by defintion that farmers would be better off if inputs evere

cheaper, provided the inputs were available at the right time in the right places.

It may be noted that while recent policy changes have raised the cost of
fertilisers, they have also significantly reduced irrigation costs. Besids,

&. ':'FPH!-BFPP, Policy Brief. No. 2 (November 25, 1992).
£ Quarterly Progress Report, Marketing Management Unit, IFDC (draft), October 1992.



314 Bangladesh Journal of Political Economy Vol XIIl No. 1

subsidising fertiliser would necessitate government intervention at some point of
the distribution network, which would arguably slow down movement and
increase costs. BADC's distribution system, for example, was characterised by
erratic but usually excessive stocks and lagging response to local scarcities. 8
Furthermore, to the extent that policy reforms have meterially facilitated the
expasnion of the Green Revolution, and done so, by all accounts, fairly equitably
across all socio-economic classes (including important gains to wage labourers),
even the net effect on equity, and more importantly on poverty, are likely to have
been positive.

And finally, an activity that needs to be permanently subsidised is by definition
economically unviablé. There may be good social and humanitarian reasons for
subsidies, but most likely those social goals can be met more cost-efficiently
through other policies.

(b) A concern is also expressed that these policies have concentrated primarily
on promoting rice production, and even that for one season, one variety, at the
cost of other crops and other rice varieties. Allied with this line of criticism is a
concern with the possible enviromental consequences of chemical fertilisers and
pesticides and of “ water mining”.

Note that the policy implications of this concern would be the opposite of those
that follow from (a). Fertiliser use and irrigation should be taxed, not subsidised.

| think this critique is fundamentally misconceived. Bangladeshis consume rice,
and are (at world prices efficient growers, possibly efficient exporters of rice.
Import-substitution and perhaps even export promotion of rice is a rational
econmic policy. Farmers demonstrate this by choosing to grow HYV rice when
given the opportunity to do so, even without subsidies. The structure of
production basically reflects the structure of demand. As incomes grow,
communication improves, urbanisation increases, and agro-processing industries
develop, “crop diversification” will occur.

As for the environmental issues, fertiliser use is still, on the average, well below
that of a number of Asian countries. In 1990-91, for example, Bangladesh was
using 102.8 kg/ha of fertiliser nutrients, compared to 450.1 kg/ha in the Republic
of Korea, 416.1 in Korea DPR, 280.4 kg/ha in China and 195.0 kg/ha in
; l\.c1alag,asia9 _ At this stage, the costs of environmental monitoring may well exceed
the benefits. As for “ water-mining”, while temporary lowering of the water lable
does occur in intensively irrigated areas near the end of the dry season, available
annual rechange is well above current or foreseable irrigation requirements.

8. IFPRI-BIDS, Fertiliser Pricing Policy and Foddgrain Production Strategy in Bangladesh,
Vol. 1, Washingten, D.C..1985, pp. 79-1186.
9 ESCAP/FAO/UNIDO, Agro Chemicals News in Brief, October 1992,
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Such concerns should not serve as excuses to bring back siting and’ zoning
regulations. If water lables fall systematically below the reach of STWs, farmers’
demand for STWs will fall, thus correcting the situation and causing market-led
“siting restrictions” to become operative.

I therefore see no reason to retreat from my original position, that the policy
reforms in agriculture undertaken during the last decade or so have been
basically on track.



The Crisis of Industrial Policy in Bangladesh :

Nationalization Versus Privatization*
Md. Abdul Mannan Chowdhury**

Immediately after liberation, the Awami League government adopted
nationalization programme in 1972. Under the programme, all types of banks
(excluding foreign banks), a maijor portion of foreign trade and big industries
were nationalized. Of the nationalized industries. 111 were big industrial units,
400 were small industrial units abandoned by the Pakistani owners, 50 were big
industrial units owned by the EPIDC and 75 were jute and textile mills owned by
ihe Bangladeshi capitalists. Therefore, it is quite evident that very few industries
owned by the Bangladeshi capitalists were nationalized. It should be mentioned
here that 45 per cent of the newly formed nationalized sector were under state
ownership. Of the remaining 55 per cent, 61 per cent were the industries
abandoned by the Pakistanis. Most of the banks and insurance companies were
under Pakistani ownership. A major portion of the capital of the small number of
industries which were under the ownership of the Bangladeshis was provided by
the DFI (Development Financing Institution). It was estimated that 58 per cent of
the capital of the jute and textile industries under the ownership of the
Bangladeshi were public equity. Therefore, the owned capital of the Bangladeshi
owners was only 24 per cent of the total capital and in most cases, this was in
paper only. Therefore, the volume of the real investment of the Bangladeshi
owners was very negligible.

From the very beginning, the Bangladeshi owners were very dissatisfied with the
nationalisation programme. The expectation of the Bangladeshi industrialists was
different from what they witnessed in practice. Probably the Bangladehsi
indistrialists thought that they would become the owner of the industries
abandond by the Pakistanis in the independent Bangladesh. But when they
found the situation quite contrary to their expectation, they began to invest all
their might in making the nationalization programme futile. Besides this class of
Bangladeshi capitalists, a new rich class emerged in the urban areas.
Immediately after liberation, a situation of economic distortion and disarticulation
was created. The economic transaction and trade relations which grew with the
‘Pakistanis since Partition in 1947 were broken all on a sudden. On the other
hand, the condition of the industries and factories was totally disrupted. All these
led to the emergence of a situation which may be termed as a situation of
opportunity for earning scarcity-premium.

The Bangladeshi capitalists who have appropriate political links, took full
advantage of the situation and accumulated wealth earning this scarcity premium
*Abridged

= Professor, Department of Economics, University of Chittagong.




Chowdhury : The Crisis of Industrial Policy _ 317

in bulk. The second source which favoured the emergence of this new rch class

and the growth of old capitalists was the opportunity to eat up the surplus

generated by the nationalized sector. As a result, the newly emerged rich class
alongwith the old ones got a chance to take control of the nationalized industries
and thereby to eat up the surplus.

The maldistribution and corrupt practices associated with the utilization of foreign

aid enabled the said rich class to further intensify their accumulated capital which

led to cumulative increase in the supply of black money.

However, the nationalization policy of 1972 could not mean the total

disappearance of the private capital. A maximum of Tk. 15 lac was declared as a

ceiling of private capital. This ceiling provided ample scope for capital

investment, This celing gradually raised to a maximum of Tk. 3 crore and finally
to complete liberaization recently. This gradual withdrawal of celing was the
result of three-way pressures.

a. Pressure of IMF and the World Bank, b. Pressure of the newly emerged rich

class.and c. The pressure of the black money holders. Under the pressure of the

World Bank some important changes were made in the industrial policy. These

were as follows.

i. The abolition of restriction upon joint ventures (local and foreign investment
together) in the private sacton. Hitherto the joint venture was allowed only
in the public sector.

i. Disinvestment of the industries with a maximum capital of Tk. 15 lac which
cannot be profitably managed by the government. -

ii. To consider some nationalized textile mills as a specialized category and

transfer them to private ownership.
However, before the implementation of all the above measures (planned in
1974) there was a great political change in 1975. The government began
to act as a patronising agent for the growth and development of private
capital in the industrial sector. If we analyse the industrial policy of the
government after 1975, we notice the following two trends.

a. Gradual contraction of the nationalized sector and transfer of banks,
insurance, foreign trade etc. to private sector.

b. Patronisation in the capital formation of the newly emerged Bangladeshi
rich class.
However, though disinvestment policy gainded momentum during the Zia
regime, yet Zia government followed a policy of slow speed and restraint.
An all-out privatization began under Ershad regime since 1982. The
consequences of this all-out privatization drive may be summarised as
follow:
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a.  The indusirial units which were under the ownership of Bangladeshis
before nationalization were returned to their owners.

b. A part from some big industrial units, about 350 industrial units abandoned
by the Pakistanis were sold to the newly emerged rich class.

C. Almost the whole of the foreign trade was transferred to the private sector.
The role of TCB (Trading Corporation of Bangladesh) has now become
almost insignificant.

d.  Some of the nationalized commercial banks (Puabli and Uttara) has
already been transferred to the private ownership at a very negligible price.

e. The industries which were always under state ownership before
nationalizaton drive, were also planned for transfer to private ownership.

f Initiative was also taken to transfer sectors like electricity, railway etc.
(which are very important from public utility point of view) to private
ownership.

Before 1974 the credit supplied to the Private sector was only Tk. 12 crore. The
same rose to Tk. 1876 crore during 1975-1981. During 1980-85 the amount of
sanctioned capital to establish 7068 industrial units in the private sector was Tk.
1938 crore : but so far initiative was taken to establish only 3051 units (43
percent of the planned total) and the amount of capital invested was Tk. 897/59
crore (46 per cent of the planned total). The principal sources of supply of capital
for these industrial units were Bangladesh Shilpa Bank, Bangladesh Shilpa Reen
Sangstha and different commercial Banks. Needless to say, of the total capital
invested for the private sector industrialization, the private capital constituted only
22 per cent. To what extent the privatisation poliy was successful may be seen
from the pattern of loan repayment by the private industrialists. During 1984-85,
Bangladesh Shilpa Bank was able to realise only 19 per cent of its outstanding
loan. In case of Bangladesh Krishi Bank and the commercial banks, the picure is
not much different. Not only this, the DFI's report indicated that a maijor portion of
the loan extended to the private industrialists was not even invested for
industrialization. It is alleged that this unutilised amount was spent for purchasing
luxury goods, financing unproductive trade and commerce and other illegal
activities. It is also not unlikely that a portion of it was transferred abroad.
Therefore, it appears that the privatization drive could not gear up the
industrialization process in the country in the desired direction as is evident from
the growth rate of the industrial sector.

From the above brief evaluation of the industrial policy in Bangladesh, it is quite
evident that the transfer of ownership of industries from public sector to the
private soctor or the mere declaration of the market economy would not be able
to solve the present crises of industrial development in Bangladesh. The policy
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should aim at making a balance between the private and public -sector
industrialization. The private initiative of the enlightened, innovative and
benevolent entrepreneurs should be encourage in those sectors which are
socially deemed necessary. The private sector industrialization should not be
nourished at the cost of the public sector industrialzation. The industrialization
under state ownership should continue in nationally important sectors like
electricity, railways, iron and steel etc. side by side with private industries.



Agricultural Policy in Bangladesh®
Mohammad Ali Akbar™*

The objective in general is to maximise utilization of the existing agricultural
capacity, break the bottleneck and introduce new seed fertilizer - irrigation
technology as a part of the process through IRDP co-operative and to insure
rapid rate of growth of the agricultural part of the economy to finance
industrialization through intersectcral or in detail inter-commodity mobility of
labour, savings and other real resources. In this context an application of linear
program for finding out a desirable pattern of commodity production in a thana
near Dhaka may throw light as to how, as a sample, the pattern of production will
emerge in some such areas in the entirety of Bangladesh.

The mechdnism of operation rests on the use of price mechanism i.e,a higher
wage rate, lower borrowing rate and higher prices of food and raw materials in
the industrial part of the economy through organising financial and real resources
sectors.

The objective in the industrial part of the economy is also to utilise the existing
capacity at the maximum extent and build new capacity domestically and
internationally.

Programming and Estimation

Planning at the rural esteting with input-output ratio being favourable to
agriculture is to optimism cropping pattern. Though planning at the thana level
would have to be done in a mundane way a complex formulation may have to be
simplified to reach the villagers or their representatives. Planning means
optimization and choice. The objective has become clear from a simple idea
enshrined in the planning documents that food shortage has to be met. As one of
the alternatives we also perceive HYV-IRRI- Boro acreage (suggested by
enumerators) has to be increased to cover the food deficit of 43,063 mds. In a
particular thana such as in Ghiour in Manikgan;

The objective of meeting the marginal deficit or in other words attaining self-
sufficiency is taken to be the general goal for thanas of the country. And the
crops seem to be representative the whole of Bangladesh. But this is not all. The
non-economic and other economic factors such as the size of the farm,
owenership, fragmentation and consolidation, land reform and land distribution,
incentive and mechanization, input supplies and institutions, credit supplies and
extension services are to be considered once the desirable cropping pattern is
obtained.

Land Reform and Distribution Iimplementation : The current discussion on
had Reform have evolved out of concern for economic Development, Since Sub-

* Abridged
== Formely of Planning Commission
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infeudation have been eliminated the discussion centred on the ‘Maximum
Ceiling’ and Redistribution of acquired land (surplus) among the Un-économic
holders and the Landless. Apart from problem of redistribution due to lack of
correspondence, the surplus land so far acquired and distributed is insignificant.
The question of redistribution of Surplus land is tied to the general problem of the
Capitalist growth. The Capitalist Model do not, Keeping aside the Normative
Economic Theory of Post-Keynesian Welfare Economics, advocate equity and
growth to go together.

The tenor of current discussion is in accord with the Islamic Spirit. The general
opinion of the present generation of Economists is to allow for equity through
distribution of land-man ratio is very low, and the-possibility of ‘Low Income
Equilibrium Trap’ under the poverty level, There is strong case of distribution with
growth from equity consideration there is probably a case for holding up the
distribution among the landless for a while to allow for the growth of the industrial
sector.

Land Tenure and Incentive : In South Asia specially in Bangladesh the
predominance of Small Farms dictated a policy that is mixed up between equity
and efficiency. The landless may supply the wage labour but the entrepreneur
like the capitalist farm is absence while the land lordism was abolished the like of
Europian farm is absent. It is only the marginal un-economic holding make (out a
plausible case for having distributed land supplied by farm with excess over the
ceiling.

Size of Farm and Productivity : There is intense controversy as to the farm size
and productivity. There is a preponderance of small size farms in the country,
even with uneconomic holding, in a normative sense. This is illustrated below :

1000 acres Yo
;2 Uneconomic size of holding 4117 18.75
2.  Smallfarm (2.5—5.0) 6402 29.16
3. Medium Farms (5—10) 6615 30.12
4. Large size (above 10 acres) 4824 21.97

Incentive and Share Cropping : There is about 17% of total cultivable acreage
that is cultivated as share cropped land. In order to provide incentive the
recommendations of the commission may be acted upon while keeping in view
that the owner himself is poor. The better solution is the production co-operatives
to cultivate the land with ownership remaining in tact.

Fragmentation and Consolidation : A lot time and energy is wasted for
fragmentation of land holdings which may be consolidated. This will enable
farmers to cultivate land with large size and grazing will be facilitated for live-
stock rearing.
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Input Supplies : Input supplies are the crucial problems for output increase.
Here the cooperative may play larger role ; for irrigation and drainage through
dug up channel and supplies of a water various fields require cooperation.
Natural hazards play a havoc in the life of marginal farmers. Their income
fluctuation with production cycle superimposed upon it.

A well thought out insurance scheme is called for meeting the ups and downs in
the incomes of the farmers with low premium in the initial stage. Since there is
likelihood of 3 year cycle in paddy production, a piltd insurance scheme may
launched for atleast for a 3 year period.



A Test of the Verdoorn Effect For Bangladesh

Agriculture
Tarig S. Islam, Ahsanul Habib and M. Ismail Hossain*

This paper provides estimates for Bangladesh agriculture of an extended version
of the Verdoorn Effect proposed by Katz. The expansion of output is found
responsible for growth of labor productivity, actor substitution and technical
change, the latter is found more dominant.

1. Introduction

In a paper published in Econometrica in 1956, Verdoorn studied the relationship
between labour productivity and output. This relationship has since come to be
know as the Yerdoorn Effect which states that the rise in labour productivity
stems from expansion of output essentially through economics of large scale
activity and the resulting roundaboutness in production and division of labour.
The above observation, perceptive as it is, overlooks the possible role of
technical progress and factor substitution in accounting for increased labour
productivity. An extended form of the Verdoorn model which considers these two
things along with output was proposed and used by Katz (1968, 1969). Of late
there has been a resurgence of interest in Verdoorn's method (Balram, 1987). In
this paper we use Katz's version of the Verdoorn model to study the causes of
labour productivity change in Bangladesh agriculture.

2. The Model

Following Katz (1969), we use a relation for labor productivity which is derived
from a complete production model based on the familiar form of the CES function
with non-constant returns to scale but perfect factor and commedity market. The
side relation obtained from the CES function is given by the following equations :

log (Y/L) = a= b log Y + a log (W/P) + AC ...(3)

Where

o = log[v (1-B) r®* A]-1 which is a constant;

= = 1/ (1+x) is the elasticity of substitution between capital labor

A = an estinate of neutural technical change;

t = time

b = (1-%) (v-1) /v is the regression coefficient of output per worker on
output— the Verdoorn coefficient ; and

v = returns to scale.

*

Department of Economics, University Rajshahi, Department of Economics, University of Ha;shahr and
Shahjalal University of Science and Technology respectively.
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3. The simple and the true Verdoorn Coefficient
The Verdoorn Coefficient is normally estimated using regression equation of the
following form :
log (Y/L) = a+b logY ........... (2) s

Empirical use of this form which results in what we call, following Katz (1969), the
simple Verdoorn coefficient ignores the explanatory variables real wage rate
(w/p) and time (t) as given in equation (1) causing possible bias in the estmates
of b. If wip and output (Y) are positively correlated then the Verdoorn coefficient
estimated by using equation (2) will be subject to an upward bias. On the other
hand, if time and output are positively correlated, which is likely in a time series
study, them this will also generate an upward bias.
It can be seen from the above discussion that equation (2) will normally generate
an upward bias in the estimate of b. It is because of this, of factor substitution
and technical change in explaining labour productivity that equation (1) is
perferrad to equation (2). We, therefore use equation (1), which generates what
we may call, again following Katz, the true Verdoorn coefficient for examining the
movement of labour productivity in Bangladesh agriculture.
4. Data
The data for the period 1972—73 to 1983—84 has been used for analysis.
These eleven years cover what can be called the first phase of agricultural
development of Bangladesh. All data relate to the agricultural sector of
Bangladesh as a whole. These are obtained from the Statistical Yearbook
published by the Bangladesh Bureau of Statistics. The data set used are for
labour-persons employed (L), aggregate output (Y), money wagw rate (w), and
price of agricultural products (p). ;
5. Empirical Results
The estimated equation is given below :
log (Y/L) = 1.6478 + 0.8491 log Y + 0.0331 log (w/p) + 0.0074t

(9.96) (1.43) (6.80) R2=0.9894
(t—values given in parentheses)
It can be seen that the variables included in the equation explain 98.94 per cent
of the variation in labour productivity. The value of the Verdoorn coefficient is
0.85. which is found to.be statistically significant at the 1% level. This indicates a
strong impact of |abour productivity agricultural output on in Bangladesh
agriculture. Of the two other variables, the coefficient of time (t) denoting techical
change is statistically signficant. The coefficient of w/p standing for factor
substitution is not found to be highly significant. Hence it can be conjectured that,
in Bangladesh agriculture, of the latter two variables which explain the growth of
labour productivity, technical change, in a neutral sense, is more dominant than
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factor substitution. This is an interesting observation since scholars working on
Bangladesh appear to have a consensus on this point.

6. Conclusion

Our estimate shows strong evidence of the presenee of the Verdoorn Effect in
Bangladesh agriculture. It also shows that factors other than the expansion of
output, that is, input substitution and technical change, are also responsible for
changes in labour productivity in the agricultural sector of Bangladesh, but the
latter is the more dominant of the two.

A true understanding of the factors responsible for increase in labour productivity
is necessary for forming proper policy for agricultural development. Results of
this paper may help pinpoint such factor(s) and direct policy efforts accordingly.
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Industrial Policy in Bangladesh :
A Critical Appraisal

Ayubur Rahman Bhuyan® &
Mohammed Ali Rashid *

Introduction

Policies to promote industrialization in Bangladesh are pursued within a planning
framework, and a wide array of direct controls and indirect policy instruments are
deployed to guide and influence the pattern of new investment in industrial
activity in the desired directions. The major direct controls are import licensing
and exchange controls, investment sanctioning, allocation of areas of activities
for private and public investment, and price control. The main indirect policy
instruments are tariffs and quantitative restrictions (QRs), investment incentives,
policy on foreign investment, provision of industrial finance, and incentives for
promoting export activity. These poliicy instruments are designed essentially by
the industrial policies, announced and revised from time to time, and
supplimented by policies, announced and revised from time to time, and
supplemented by policies relating to trade and payments (import, export and
exchange rate policies). The controls and policy instruments that are employed
to influence manufacturing activity thus contain elements of both industrial and
trade policies.

Since the mid-1970s, important changes have been introduced in these policies
with a view to developing to a broader and diversified industrial base,
spearheaded by the private sector. Significant reforms have been carried out to
encourage private sector investment through various incentives, and, at the
same time, to improve the efficiency of public sector industrial enterprises (PSEs)
through denationalization and divestiture, restructuring, and improvements in
pricing policies. This paper is devoted to a review of these policy measures and
reforms that have been instituted with a view to improving the performance of the
industrial sector. No attempt will be made to quantitatively measure the impact of
the various reforms

on industrial performance, but some indication will be given of the need for some
further action that may be adopted in specific areas. For convenience’ sake, the
discussion will be grouped under the following heads: (1) investment sanctioning

* Department of Economics, Unversity of Dhaka. This paper is based on the authors'
recent research on “Trade Regimes and Industrial Growith: A Case Study of Bangladesh”
carried out at the Bureau of Economic Research, Dhaka University. Financial support by
the International Center for Economic Growth (Panama) is gratefully acknowledged.
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and control, (2) import control enterprise reforms. Before attempting this,
however, the evolution of industrial policy framework in Bangladesh will be briefly
discussed.

Evolution of Industrial Policy

Bangladesh inherited its industrial policy framework from Pakistan which
focussed on a bureaucratic control of a largely private industrial sector with a
clear emphasis on import substitution. Around this control grew a complex
system of licensing, exchange rationing, and quantitative restrictions on imports
which affected every aspect of the behaviour of private sector industrial firms.
Before independence, the industrial sector, to which these policies applied, were
owned mainly by the West Pakistanis. With independence, the structure of
ownership in industry changed dramatically when the new Government of
Bangladesh (GOB) nationalised all industries abandoned by West Pakistani
entreprenurs and also all Bangladeshi-owned enterprises with fixed assets
exceeding Tk. 15 million.! All large-scale industries, in particular, jute and cotton
textiles and sugar were totally nationalised. As a result, the public sector's share
in the fixed assets of the modern industrial sector went up to 92%, and the
number of enterprises under public ownership reached 854 (of which 392 were
nationalized large and medium scale enterprises and the remainder abandoned
units).

The first industrial policy statement issued in January 1973 restricted the role of
the private-sector by limiting permissible investment to Tk. 2.5 million which could
be expanded through reinvestment of profits. Although the GOB declared a ten
year moratorium on nationalization and provided fiscal and other incentives to
potential investors,2 the overall policy was clearly in favour of fostering public
enterprises in large and medium scale industry, and encouraged only limited
private activity in small industries. :
Since 1973, the GOB's policy shifted towards encouraging private sector activity,
and reducing the dominant role of the public sector. In July 1974, the industrial
investment policy was revised, and investment ceiling was enhanced form Tk.
2 5 million to 30 million. Fiscal and monetary incentives were expandedly used to
stimulate private investment. Private investors, both local and foreign, were
allowed to set up enterprises along with public sector corporations except in
some basic industries. The moratorium on nationaiization was increased from 10
to 15 years, and tax holiday for less developed areas was extended from 5 to 7
years. In addition, a Priority List of Industries (PLI) was published in October
1974 for liberal tariffs.

Since the response of the private sector to these policy changes was still very
poor, the industrial policies and institutions were initiated to improve the
investment climate. Investment approval and loan disbursement procedures
were simplified in the Industrial investment Schedule were declared free sectors
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where no formal permission was necessary to set up industries, provided capital

machinery was imported under Wage Earners’ scheme® or non repatriable

foreign investment. The investment ceiling was raised from Tk. 30 million to Tk.

100 million and then finally withdrawn in September 1978 (though projects above

this size required approval by the National Economic Council). Private

investment, both local and foreign, was permitted in an additional 10 sectors,

thus reducing the reserve sector to a hard-core consisting of eight categories of

industries4. In the 10 sectors open to private investors, preference was to be

given to joint ventures of public and private firms though proposals for pure

private investment were also to be considered®. Investment in all other areas

was open for private investors. In addition, the assurance of a moratorium on

nationalization was withdrawn because it was felt that any discussion on

nationalization would deter private investors, and it was declared that fair and

just compensation would be made in case any industry were ever nationalized in

special situations.

The most significant policy reform in the field of industry took place in June 1982

when the GOB announced a New Industrial Policy (NIP). The main objective of

the NIP was to stimulate industrial development through the private sector, and

to that and fundamental changes were introduced in the industrial policy

environment and promotional instruments. These changes included, among

others, the transfer of nationalized jute and cotton textile mills to their local

owners, and grouping of industries for public sector investment®. A concurrent

list of 13 sectors where both public and private investment would be allowed’

and all other industries reserved for the private sector. Besides, the number of

industries in the Free List was enlarged from 22 to 49. Project approval authority

was decentralised to various agencies, Development Finance Institutions (DFIs),

and commercial banks, and time limits set for project appraisal and approval. In

addition, to projects, acquisitic: of land and arrangement for power/gas etc, an

Investment Assistance Unit was set up in the Department of Industries. To

promote regional development and to that and for providing preferential fiscal

and monetary incentives, various areas of the country were re-categorised into

two areas: developed area and less developed area, instead of the previously

existing three categories (viz. developed areas, development areas, and priority

development areas).

The policy changes providing for a growing role of the private sector were also -
addressed to attract foreign private investment. The Foreign Private Investment

(promotion and protection) Act of 1980 was drawn up to promote foreign private
* investment either directly or in collaboration with local investor. Besides, liberal
terms and incentives were made available to foreign investment in the
Chittagong Export Processing Zone (EPZ).

The NIP was further revised in 1986, and the Revised Industrial Policy (RIP)
made further relaxation and changes in which all industries except seven
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strategic industries of the reserve list were open for private investment®
Indicative investment opportunities in the form of Industrial Investment Schedule
for sector meant for private investment were prepared by the Director General of
Industries (DGI) for large and medium industries, and by the Small and Cottage
Industries Corporation (BSCIC) for small and cottage industries. There was also
a “discouraged list of industries’ covering 12 sub-sectors to warn potential
investors /financial institutions against investment in such sectors for non-viability
and over-capacity. A large number of fiscal and other incentives have also been
introduced/expanded in order to promote rapid industrial development of the
country. Promotion of foreign private investment and export oriented industries
was given greater emphasis, and a one-stop investment service agency, Board
of Investment (BOI). was set up which commenced operations on January
1989.°

The latest industrial policy announcement was made in July 1991 which
reiterates the objectives of the NIP and the RIP of achieving a rapid expansion of
the private sector and for its transformation into a more competitive market
economy. To solve the existing problems of the industrial sector, some additional
institutioal and policy changes have been proposed in the new (1991) policy. As
in RIP. seven industries are earmarked for the public sector. The indicative or the
discouraged lists have been deleted. The Government will, however. frame rules
from time to time for certain industries to protect environment, public health and
national interest, and such industries could be established subject to these rules.
These industries will be treated as “regulated industries.”

A major goal of the 1991 industrial policy is to incerease efficiency and
productivity in the industrial sector by transferring public sector industries to the
private sector. With this end in view the present process of privatization will be
strengthened. The policy also envisages a number of measures to improve the
operational efficiency and economic viability of the public sector enterprises.
Sanctioning procedure has been further simplified. Investment incentives, in
particular for export-oriented and exportlinkage industries, have been expanded.
For purpose of such incentives, there will be no discrimination between domestic
and foreign investors. Further, protection of foreign investment from
nationalization and repatriation of profits and dividends are assured. To assist in
the establishment of export-oriented industries, more export processing zones
with imporved facilities will be established©.

Policy Instruments

Investment Sanctioning '
The GOB exercises general control over industial investment through the public
sector corporations and by imposing limits on both size and area of activity for
private investment. Obviously. the Government does not have the same degree
of control over the allocation of private sector investments in manufacturing as
over public sector investments . Flows of private resources are determined
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largely by opportunities for profits, and it is the nature and scope of these
opportunities that Government policy seeks to influence.

The major instruments available at present for influencing the allocation of
private investment are the sanctioning of investment, import controls, the tariff
system, and other procedures for allocating foreign exchange. The sanctioning of
investment is important particularly because it entitles the private industrialists to
the allocation of foreign exchange for the initial capital goods imports and also
allows them access to imports of raw materials and spare parts for their
continuing operation. Crucial in this regard is the Industrial Investment Schedule
(11S) which lists the sectors and the permissible quantitative limits for investment,
and thus serves as a guide to the investors as well as to the sanctioning
authorities for approving industrial investment projects.

Investment Sanctioning

Investment in Bangladesh is subject to approval by various agencies depending
on the sector, the size of investment. and the nature of asgistance the investor
seeks from the Government. Over the years, the investment sanctioning process
has been decentralised and many agencies have been given the right to sanction
projects. Projects requiring long-term loans need to be sanctioned by the DFls,
nationalized commercial banks (NCBs), Bangladesh Krishi Bank. or BSCIC. In
addition, the Department of Industries, Department of Textiles, and other
specialized agencies such as Tea Board and Livestock Board may also approve
investments. .

Prior to 1980, approval of private investment in industries had to undergo
cumbersome procedures. All applications for investment had to be referred to the
Depariment of Industries for preliminary approval even if they were included in
the 1IS. Also, very large investment (the ceiling has been raised over time)
seeking institutional finance and needing imported raw materials required the
approval of the Investment Board!', and occasionally of the National Economic
Council, depending upon the size of the project. Foreign investments of any size
required the approval by the Foreign Investment Cell. which was Chaired by the
President.

With-the announcement of NIP 1982 and RIP 1986, the investment approval
process was simplified substantially by increasing in step the sanctioning
authority delegated to government departments and financial institutions. Thus,’
between 1982 and 1986, approval of the Investment Board was limited to only
those projects having raw material import content exceeding 20% and needing
foreign exchange at the official exchange rate. In 1988, this fimit was raised to
50° . and sudsbsequently was dropped altogether. In 1987, sanctioning powers
were increased to Tk. 100 million for the DFls. and to Tk. 50 million for
nationalized commercial banks (NCBs). The 1991 Industrial policy raised the
sanctioning power of the DFIs and the NCBs to Tk. 300 million. For approval of
industries beyond the financial limits of these institutions, applications shall be



350 Bangladesh Journal of Political Economy Vol XIIl No. 1

referred to the BOI'2,

Apart form simplifying the sanctioning process and increasing the sanctioning
authority of various departments and institutions, the diverse controls exercised
by the Department of Industries and the Chief Controller of Import and Exports
(CCIE) were also streamlined. Thus with the announcement of NIP/RIP,
automatic registration is provided for projects financed from-government sources
or non-repatriable foreign exchange: the number of free sectors in which private
investment does not require approval, as long as equipment and materials are
financed from investor's own resources or the secondary foreign exchange
market, has been increased: and a “ one-stop” service was established at the
Department of Industries (taken over by the BOI in 1989) to handle all licensing
requirements of private investors. As a result, the number of industries treated as
free sub-sectors rose from 22 in 1980 to 49 in 1982 and to 125 in 1989. After the
announcement of the 1991 Industrial policy, all industries (other than the
reserved sectors) tha} are open fo the private sector will be considered as free
sectors requiring no sanctions provided the industries are set up with
entrepreneur's own fund, or with fund from private banks or private financial
institutions 2.

Import Control

Historically, Bangladesh has followed an extremely restrictive import policy as a
means of rationing scarce foreign exchange. The traditional administrative
instruments employed to implement the import policy since independence were
the foreign exchange allocation system and the import Policy Order (IPO). The
IPO specified items whose importation was allowed, prohibited or required
special authorization. For the allocation of scarcc foreign exchange among
users, the Government relied upon import licensing rather than on tariffs and the
exchange rate mechanism. With a few exceptions, licences were required for all
imports.'5 This method of allocation was intended as a means of both ensuring
allocation to priority areas and protecting vulnerable local industries from import
competition. Import programmes were prepared semi-annually, and frequently
revised to take account of the changing availability of export earnings and aid
funds. The system was not, however, sufficiently flexible to ensure smooth
functioning under changing circumstances. Complexity of the system, deficiency
in its administration, cumbersome foreign exchange budgeting procedures, poor
inter-agency coordination, rigid allocation of licences and time-consuming
procedures, all resulted in inordinate delays and presented a serious obstacle to
efficient industrial production.

Simplification of Import Procedures

The government took some positive steps during the late 1970s to rectify the
shortcomings of the import regime. A new commodity classification system
(based on the Brussels Tariff Nomenclature) was adopted on 1 July 1979.16
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Beginning with the 1978-79 fiscal year the import programme was prepared on
an annual basis.'7 To avoid duplication of efferts, licensing of imports of capital
goods was transferred from the office of the CCIE to the Director General,
Ministry of Industries.

Import licensing proceedures were further liberalized in the 1980s by the
adoption of pass-books which registered the input requirements of the industrial
importers as their entitlements. Firms were awarded: cash licences to import a
fraction of these entitlements at the official exchange rate. The percentages of
entitlements were determined according to the priority accorded by the
Government to each individual industry'®. Because of the rigidity in the system of
allocating licences, however, individual firms were often unable to increase their
output in response to change in demand. ;

This system of licensing was changed in 1983/84. Imports financed with cash
licence at official exchange rate were gradually reduced to 60% of entitlements in
1983/84, to 50% in 1984/85, and were limited to some essential imports in
1985/86. All industries were rquired to import the rest of their requirements from
the secondary (WES/XPL) market where the exchange rate better reflects the
opportunity cost of foreign exchange. The list of commodities imported
exclusively through the WES/XPL scheme was expanded. In 1986-87, all
Government imports except those financed by foreign aid or barter trade were
assigned to the WES market. Further, import licensing was abolished and
imports were permitted against an L/C authorisation form to be accepted by
banks designated by the industrialists. Finally, the most radical change in import
regulations was the shift in 1986 from a positive list to a “negative list”
supplemented by a “restricted list”. Prior to 1986, only goods specifically listed in
the Annual IPO were importable. Under the new provisions, all imports have
been freed except those subject to the “negative” or “restricted” lists, and
commercial and industrial private importers may now import without licence any
item not appearing in the IPO lists provided the item is in the passbook'®.
Despite these creditable efforts, a considerable proprtion of imports remain
subject to rigid and complex administrative regulations and controls. The
cumbersome process of establishing entitlements, i. e., import requirements of
raw materials and spares for individual firms remains in force. Furthermore, in the
WES and XPL, schemes, imports are effectively controlled by the availability of
foreign exchange. Also, a significant proprtion of industrial raw materials is now
included in the negative/restricted list which inhibits full capacity utilization of
‘industrial enterprises. Again, since most items on the restricted list can only be
imported by industrial users, small and cottage industries which rely on the
imports of raw materials by the commercial importers are seriously affected by
the restrictions. Ad hoc and arbitrary measures banning the importation of
particular items are not uncommon either20. Finally, there are outright bans on
imports which compete with domestic production.
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As a result of quantitative restrictions on the import of raw materials. spares and
accessories, quality and operating efficiency of both domestic and export
production may suffer, as locally available substitutes are frequently of poor
quality. To promote efficiency of local industries, well-designed incentives and a
rational tariff structure rather than quantitative restrictions would be more
effective-and would also ‘contribute to Government's resource mobilization
efforts by increasing tariff revenue. The adjustment programme initiated in
January 1985 proposed to phase out the QRs (with priority being given to
removing bans in the steel, chemical. textile and light engineering sectors). and
to remove the restrictions on 60 industrial raw materials included in the restricted
list. Some progress has been achieved in this regard and there has been
significant reductions in the items included in the control list, (from 648 in July
1990). Nevertheless, the target of eliminating import bans and restrictions
(except for items relating to security, health efc.) by 1992-93 is unlikely to be
achieved?!.

Import Duties

Taxation of imports in Bangladesh includes a combination of customs duties
(tariffs), value added tax (introduced in July 1991 to replace the sales tax).
development surcharge and licence fees. Value added taxes are imposed on the
customs-duty paid c.i.f. value of imports, at rates from zero upto 20%.
Development surcharge was introduced since July 1982, and in the budget
proposal for 1989-90 the rates were set at 8% of c.if. value of imports. Licence
fees are imposed on import licence, .import permit or L/C authorisation, as the
case may be. The rate is currently fixed at 2.5 per cent of import value. Imports
upto a certain value (e.g.. upto Tk. 75,000 as per IPO 1991-93) are, however.
exempt.

Tariffs are the most important of import taxes. and with the decline of the
influence of import controls over the past years, the structure of tarifts has
become a very potent instrument with the government to determine the pattern of
private sector investment. The government employs the tariff system to protact
domestic industries and to provide incentives to private investment in
manufacturing in “less developed” areas.

The present tariff structure, apart from outright bans and QRs, protects most
products at the final stage of production by very high nominal rates. The rationale
is to provide greater assistance to industries with higher value added. Thus, raw
materials receive less protection than intermediate products, which in turn are
less protected than final goods. However. there are serious anomalies within this
general tariff structure, because some intermediate inputs are banned or have
much higher tariffs than the final products. Special exemptions and the existence.
of a large volume of illegal trade create additional anomalies in levels of effective
protection for different industries. often resulting in low or even negative rates of
protection for some processes and unduly high levels of protection for others?2.
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The tariff structure is further complicated by the large number of tariff slabs and
the way they are assigned. Until recently (i.e., prior to 1986)., the tariff code had
24 tariff slabs which were not based on easily discernible principles by which
different products were assigned different rates®®. There were large differences
in the duty rates not only among different industries but also between products in
the same industry, dopending upon the type of importer, and use of the product,
or the geographical upon the type of importer, and use of the product, or the
geographical location of firms. The existence of widely divergent nominal rates
contributed to wide differentials in effective rates of protection. Thus, for many
products, basic raw materials were given higher projection than intermediate
outputs, while these anomalies in the tariff system distorted the structure of
protection and festered allocative inefficiencey, often by according the highest
protection to industries with lowest value added. This could be avoided by
keeping the band between minimum and maximum nominal rates of protection
as narrow as possible, especially for intermediate and final products.

Beginning 1983, the Government has been in the process of implementing some
reform in the tariff regime. Steps have been taken to rationalize the tariff
structure in order to reduce the wide variation of tariffs and ensure that different
products have broadly similar and appropriate protection, and to gradually
replace the QRs and other administrative controls on imports with tariffs. In 1985-
86, the existing 24 tariff rates were brought down to 11. As part of a phased
three-year programme (1987/88-1989/90) to rationalize the tariff structure, further
simplification was undertaken in 1987/88 by reducing the maximum nominal tariff
for most final goods imports in the textile, steel and engineering, chemicals, and
electronics sectors from over 200% to 125% 24.

Commensurate downward adjustments were also made to the rates for raw
materials and intermediate products in these sectors. In addition, the sales tax
was reduced from 4 to 3 rates (0%,10%, and 20%). Nevertheless, the number of
effective duty rates was still large because of the adrlition of varying sales taxes
to tariff. To overcome this problem, the government aJreed to reduce the number
of tariff rates to eight (0%,2.5%, 10%, 20%, 50%, 75%, and 100%) during
1987/88 and 1988/89 and also limit the sales tex to two rates (0% and 20%).
This would reduce the number of effective duty rates from 33 to 16.

An examination of the tariff structure following new revisions announced in the
1989-90 and 1990-91 budgets, however, indicates that the objectives of the
phased programme have been partially achieved. About 85% of items now bear
operative tariff rates of 100% or less. There is now a general progression of
operative tariff rates from low rates on raw materials to high rates on final
products. However, a number of intermediate products are also taxed at 100%
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(well above the target rate of 75%, and at the lower end of the scale, the
operative tariff rate seems to be well above the targeted 20% for raw materials.
Thus, while some progress has been made in reforming the tariff structure, the
achievement has been less than the stated targets. Distortions, especially those
emanating from high rates and exemptions, still remain in the trade regime. Both
the average and maximum tariff rates are still far too high and need to be
substantially reduced overtime, as they provide excessive levels of protection for
many items distorting resource allocation and perpetuating inefficiencies.
Prevailing tariff levels also entail a strong bias against exports which must be
corrected to promote export growth and develop a competitive and reason the
1989-90 budget actually raised tariff rates to 100% or more on a number of
finished products which can be domestically produced.

Exchange Rate Policies

Reform efforts undertaken by the government in improving the import policy
regime in recent years as outlined above have also been accompanied by some
positive steps in the realm of exchange rate policies and management of the
foreign exchange market. A flexible exchange rate policy has been in operation

Table 1
Exchange Rates (Official and WES)
Period Taka per US dollar WES Premium
Official WES (% of official)
1972773 7.8763 - .
1973/74 7.9664 : -
1974175 8.8752 - -
1975/76 15.0541 3oy -
.1976/77 15.4261 - -
1977/78 15.1168 19.86 31.4
1978179 15.2231 19.68 29.3
1979/80 174900 19.21 24.0
1980/81 16.2586 20.11 23.7
1981/82 : 20.0652 22.79 13.6
1982/83 23.7953 24.12 1.4
1983/84 24.9437 97,16 8.9
1984/85 . 25.0634 29.38 13.2
1985/86 29.8861 32.74 9.5
. 1986/87 30.6294 33.08 8.0
1987/88 31.2422 32.94 5.4
1988/89 32.1424 32.91 2.4
1989/90 32.9214 33.58 2.0
1990/91 35.7213 36.38 1.8

Source : Bangladesh Bank, Economic Trends, Vol. 16(9), September 1991.°
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since mid-1979, when the Government started a policy of steadily depreciating
the Taka with a view to improving the international competitiveness of exports,
promoting export diversification and encouraging efficient import substitution23.

An important innovation in Bangladesh's import policy over the recent years has
been the considerable expansion of the scope for financing imports through the
secondary foreign exchange market (WES market), where supply and demand
determine the price of foreign exchange and hence its allocation among
competing users?®. The relative importance of the WES market has increased
considerably in the recent years. The share of exports entering the secondary
market has steadily risen, for example, from 8% in 1978/79 to 27% in 1984/85,
and to 71% in 1986/8727. As of now, raw jute, tea and wet blue leather are the
only exports transacted at the official exchange rate. Similarly, the share of
imports coming through the secondry market has increased significantly. In
1985/86, all non-government imports, and all government imports, except those

Table 2

Total Import Financing, 1972/73-1989/90 (USS million)

Year Cash? Barter Special WES Loans & Total
Trade grants
1972/73 396 49 - - 541 987
1973/74 397 64 - - 393 854
1974/75 274 62 3 41 811 1191
1975/76 430 24 5 40 787 1286
1976/77 307 29 3 56 450 . 845
1977/78 497 49 3 a8 795 1431
1978/792 443 74 3 116 1006 1641
1979/80 902(38.6) 75 4 177(7.6) 1181 2339
- 1980/81 1056(39.6) 97 3 334(12.5) 1179 2669
1981/82 977 101 4 342 1263 2687
1982/83 420 50 11 479 1287 2317
1983/84 637 T T 495 1138 2353
1984/85 735 64 ) 696 1146 2648
1985/86 649 85 33 676 920 2364
1986/87 366(14.0) 79 27 879(33.5) 1269 2620
1987/88 444(14.9) 85 43 1090(36.5) 1324 2987
1988/89 423(12.5) N 91 1435(42.5) 1160 3375
1989/90 568(15.1) 63 55 1799(47.9) 1198 3759

2 at the official exchange rate.
Note : Figures in parentheses represent percentage of total in the respective year.
Source : Bangladesh Bank.
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financed by foreign aid or through barter arrangements, were assigned to the
secondary market.

As a result of these measures, imports financed at the official exchange rate
through cash licences were gradually reduced from 39% of total imports in
1979/80 to 15% in 1989/90 (table 2). Imports through cash licences are now
limited largely to essentials such as foodgrains fertilizer, and raw materials and
capital machinery for export industries. The proportion of total imperts financed
through the WES market increased from about 8% in 1979/80 to 48% in 1989/90.
These policies, by providing easier access to imported raw materials and
intermediate goods through the WES market, did away with the cumbersome
and time-consuming process of import licensing and increased the ability of
manufacturers to plan and adhere to production schedules. Shifting of imports
from the controlled official market to the secondary markets where the exchange
rate better reflects the opportunity cost of foreign exchange rate better reflects
the opportunity cost of foreign exchange has also resulted in a narrowing of the
gap between the official and the secondary exchange rates (see table 1) and
facilitated the process of eventual unification of the dual exchange rate system?28,

Investment Incentives

To stimulate and guide private industrial investment in to selected priority sectors
and backward regions, a wide array of fiscal and monetary incentives have been
designed and expanded in successive industrial policy resolutions. An important
step in this direction was taken in the RIP when import duties on machinery and
tax holiday period were differentiated on the basis of a 3-way regional
classification, namely, developed areas, less developed areas and least
development areas. Import duties on machinery were set at 15% for industries
located in developed areas, 7.5% in less developed, and 2.5% in least developed
areas. The lower duty rate of 2.5% is also allowed to small and cottage industries
in less developed regions and to BSCIC industrial estates, export-oriented
industries, or industries using at least 70% indigenous raw materials, regardiess
of location.

Apart from concessional duties on import, newly established industries are
granted special tariff protection for upto four years and a liberal debt/equity ratio.
Tax holidays are granted to new industries, ranging from 5 years in developed
areas to 7 years in less developed areas, 9 years in least developed areas, and
12 years in the special economic zones2®. Accelerated depreciation allowances
- are allowed at the rate of 80% of actual cost of plant and machinery during the
first year of operation and 20% the following year in developed area. The
deprecation allowance can be carried forward if the unit sustains losses.
Industrial units have also the option to either apply for tax holiday or to get the
joint privileges of accelerated depreciation and investment allowances.

In addition. there are reduced fees on investment licences and import permits for
industries set up in backward areas, exemptions from various excise taxes and
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fees, relicf from double taxation, liberal investment allowance for tax
assessment, and deductibility of interest on loans. Besides, income tax
exemption on dividend income is allowed to shareholders during the tax holiday
period; all income arising from export of handicraft is exempted from income tax;
borrowing rates for manufacturing enterprises have been reduced from the usual
14.5% a year to rates varying from 9% to 14%. A very important step was taken
in the 1987/88 fiscal year, when company income tax rates were lowered to 40%
for publicly traded companies (compared to 55%), 45% for industrial companies
(compared to 60%), and 55% for non-industrial companies. Finally, the Industrial
policy of 1991 has announced the creation of an Exchange Rate Fluctuation
Absorption Scheme (EFAS) to reduce the impact on industrial sponsors for
fluctuation of Bangladeshi currency with foreign currencies3°.

Incentives for Foreign Investment

In the Industrial policy of 1991, generous incentives have been made available to

encourage foreign investors in joint ventures with local entrepreneurs, private or

public, or independently on their own in a number of areas®!. Sanctioning

procedures for foreign investment have also been greatly simplified. No prior

approval will now be needed for foreign investment in joint ventures if the total

project does not exceed Tk. 100 million or if the foreign equity does not exceed

40%. In such cases, foreign investors need only register the projects with the

BOL. Projects not falling under the above categories will require prior approval of

the BOI.

The Foreign Private Investment (Promotion and Protection) Act, 1980 provides

the legal framework for foreign investment. The law guarantees protection to

foreign investment from nationalization, ensures equal treatment in all respects

for local and foreign investments, and allows repatriation of proceeds from sale

of shares and profits.

Other facilities provided to foreign investors are as under :

(@) tax exemption on royalties, technical know-how and technical assistance
fees and the facilities for their repatriation;

(b)  tax exemption on the interest on foreign loans;

(c) tax exemption on capital gains from the transfer of shares by the investing
company :

(d) avoidance of double taxation:

(e)  exemption of income tax for upto three years for foreigr technicians;

(f)  remittance of upto 50 per cent of the salary of foreign employes:

(@) no restriction on issuing work premits to foreign nationals; and

As it appears from the foregoing. the investment incentives provided in

Bangladesh are quite generous. However, these incentives, in particular, tax

holidays. accelerated depreciation allowances and concessionary duties for

imported capital goods result in significant costs in terms of revenue foregone. At

the same time the total impact of such incentives on industrial investment,
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domestic and foreign, as well as on the regional dispersion of industry is not very
clear either. Foreign direct investment in the country remains insignificant is also
believed to distort the choice of investment projects, favour capital-intensive
investments, and introduce a bias toward heavy debt financing and unbalanced

capital structure®2.

Considerations such as these leave scope for rethinking about the form and
magnitude of incentives currently provided to encourage industrial investment. In
general, investment incentives should be basically compensatory in nature and
designed to offset inefficiencies and distortions that arise from policy
shortcomings and market failures. In a favourable investment climate with
adequate infrastructure, availability of inputs, access to skilled labour and
absence of debilitating state interventions and controls, the success of industrial
projects need not depend upon excessive incentives. In the case of Bangladesh,
the major limiting factors are a narrow natural resource base, inadequate
physical and social infrastructure, high production costs, poor labour discipline,
unreliable legal system, nettlesome administrative procedures and uncertain
political environment. Measures to rectify some of these major drawbacks could
greatly improve the prospects of attracting investment, both domestic and
foreign.

Export Incentives

During the 1980s a number of incentives were introduced to encourage, export
activities. Some of them were new, while others had already been in operation
and were imporved upon. They include the expansion of the secondary foreign
exchange market (discussed above), the Export Performance Licence (XPL)
Scheme. subsequently replaced by the Export Performance Benefit (XPB)
Scheme, rebates on import duties and indirect taxes, tax reductions on export
income, export financing incentives, the Export Credit Guarantee Scheme, the
Export Processing Zone (EPZ), and improvement on'the existing institutional
framework for export promotion. -

Export Performance Licence Scheme (XPL)

Significant medifications were incorporated in the XPL Scheme to Strengthen the
incentives for export-oriented activities. Under the XPL Scheme, introduced in
the mid-1970s, exporters of non-traditional products received import licences
(Import Entitlement Certificates-IEC) for specific products over and above their
normal percentage allotment based on the f.0.b. value of their exports. Eligible
industries and their respective rates of entitlement were specified in the IPO33.
The IECs could be transferred to a recognized industrial unit or a registered
commercial importer, or exchangeable for cash at the Bangladesh Bank.

The primary objective of XPL was to provide exporters with needed imports of
raw materials, spare parts, and machinery. The transferability of the IECs was an
added incentive to exporters as these could be sold at a premium in the market.
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A disadvantage of this scheme was that rates of entitlements were determined
arbitrarily creating uncertainty and Wide differentials among export products.
Further, the Scheme did not sufficiently compensate for the differential costs
incurred in market penetration efforts, did not encourage the efficient and
intensive use of domestic raw materials, and did not provide an adequate

incentive to promote diversification of the export range34.

Export Performance Benefit (XPB) Scheme

In 1985-86, the XPL Scheme was replaced by the XPB Scheme, and the
entitlement rates were raised to 40%, 70%, and 100% of the net f.o.b. value of
exports. According to the XPB Scheme, exporters received the proceeds form
their banks at the time of negotiation of the exports documents. The scope of the
XPB scheme had steadily been expanded over the years, nearly all exports
enjoying these benefits, and the proportion of export earnings which could be
sold to the secondary exchange market was gradually raised to 100%. These
changes removed the fundamental shortcomings of the XPL system and
contributed significantly to the competitiveness of non-traditional exports. The
XPB Scheme was also modified to encourage backward integration by extending
the facility to domestic producer of products used as direct inputs in the -
manufacture of exports. Furthermore, the use of IECs, through the XPL/XPB
scheme, did not only incerease the supply of foreign exchange in the secondary
market, but also aliowed a more efficient allocation of the scarece foreign
exchange, since the secondary market better reflected the opportunity cost of
foreign exchange.

Its contribution to exports notwithstanding, the XPB scheme had certain
drawbacks. Because the XPB system was based on gross exports, it provided no
incentive to reduce the import content of exports. An XPB scheme based on net
exports (f.o.b. value of exports minus the value of imported materials) might be
. preferable but it would be difficult to administer as it would require close
monitoring of the imported materials. The intended purpose of the XPB could
also be defeated if the exporters purchased locally materials which were already
imported by others. The most important drawback of this scheme was that the
benefit it conferred rested upon the differential between the exchange rates
prevailing in the official and the secondary markets. The substantial reduction of
the exchange rate premium in the secondary market in the late 1980s already
eroded the XPB very signifiantly. With the recent unification of the exchange rate,
the XPB scheme has become redundant. This underscores the importance of
maintaining a competitive real effective exchange rate and greater reliance on
exchange rate management as a policy instrument for sustained export growth.

Duty Drawback System

Exporters of manufactured goods are entitled to drawback i.e. get refund of
duties and taxes already paid on importation of inputs used exclusively in export
production, and also all excise duties paid on exported finished goods. Currently
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there are three methods for realizing drawbacks: Drawback at Actual, Notional
payment of Duty, and Drawback at Flat Rate. Under the Drawback at Actual
scheme, the duty and tax drawback is calculated on the basis of the proof of
actual payments made, and refunded on a case by case basis. The system is
cumbersome, time-consuming and involves complex procedures to establish the
drawback rate.

The notional system of duty payments, adopted in 1982-83 for certain fast-
moving items such as ready-made garments, exempts exporters from paying
duties and taxes on imports used in export production at the time of importation,
but requires the recording of raw and packaging materials imported by an
exporter and establishing a suspense account for the duties and taxes payable
thereon. Liability to pay the amounts in suspense is removed on proof of exports.
However, exporters experience difficulties in taking full advantage of this system
because of complicated information®®.

Under the Drawback at Flat Rate system, first introduced in 1879/80, the
drawback rate is based on periodic calculation of the average percentage value
of customs, excise duties, and sales tax for a product or a product group. The
coverage has been expanded over time and, since 1983-84, drawback payments
are made through the exporter's bank in the form of an interest-free 90-day
advance equivalent to the eligible amount of the drawback. Since, however, the
facility is available after the export has been effected, this process does not
reduce significantly the costs involved in delays and, as a result, the duty
drawback system has become only marginally more effective as an instrument
for export promotion36.

In 1987-88, the drawback scheme was extended to indirect exporters using the
inland L/C system. Nevertheless the duty drawback scheme is not flawless. It
suffers form the lengthy procedures to varify the legitimacy of claims and the
administrative discretion it offers officials for such verification. When extended to
domestic suppliers of inputs to exporters, the system may also encourage these
suppliers to import their own inputs to avail themselves of the drawback
privileges. These shortcomings point toward the need for replacing the present
case-by case or product-by-product approach by devising a more comprehensive
system of incentives under which there will be no import restrictions on inputs
used for direct and indirect exports.

Bonded Warehouse Facility

The most efficient system to exempt exporters from import duties and taxes is
perhaps the special Bonded Warehouse Scheme (without Customs Officer). The
scheme is currently allowed only for grarments, specialised textile, and leather
goods manufacturers that export 100% of their output. Indirect exporters
(suppliers of inputs to export manufacturers) supplying under intemnational tender
and against payment of foreign exchange have also access to this facility. The
scheme which is administered through the use of passbooks, input-output
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coefficients, and stock books, permits fairly speedy administration of the import
procedures and guarantees exporters duty free imports of their input
requirements.

Export Processing Zones (EPZ)

In addition to the duty drawback and bonded warehouse schemes that guarantee
free trade status to exporters, an Export Processing Zone (EPZ) was set up in
Chittagong in 1984 where both foreign and local entrepreneurs can set up
factories and receive complete exemption from customs duties and import
restrictions. There are plans for establishing some other EPZs in Dhaka, Khulna
and Chittagong with improved infrastructure facilities and incentives to facilitate
new investments and imporve their operating efficiency.

Export Financing

Export credit (pre-shipment and post-shipment working capital) for non-traditional
items are available in local currency from commercial banks at concessional
interest rates. Currently, the interest rate is 12% for traditional exports (raw jute,
jute goods excluding carpet, and loose tea). and 9% for non-traditional exports
including packet tea and jute carpet (7% for three selected items: light
engineering and electronic goods, handicrafts and handloom). These
concessional credit facilities are, however, available only to direct exporters who
can get upto 90% of the value of export L/C or firm sales contract.

In 1986-87 additional export financing facilities were introduced through the
provision of the so-called Back-to-Back L/C System. Commercial banks can now
establish usance import L/Cs on a back-to-back basis of export L/Cs for the
importation of raw materials and accessories from abroad for readymade
garments, specialised textiles, household linen, hosiery products and items
under crash programme. This facility has also been extended to indirect
exporters supplying input to 100% garment export manufacturers37. Steps have
also been taken by Bangladesh Bank to expedite the processing of export credits
and ensure easy access to new exporters.

Despite these improvements, new and small exporters have difficulties in
obtaining access to export credit for lack of adequate physical collateral required
by commercial banks. Also, although indirect exporters are now eligible for
export financing, the administrative mechanisms for the inland L/C system are
still lacking and need to be strengthened to serve as the cornerstone of the
incentive system for indirect exporters.

Export Credit Gaurantee Scheme

This scheme was introduced in 1978 to insure the loans in reaspect of export
finance. The scheme is administer by the Export Credit Guarantee Wing (ECGW)
of the Sadharan Bima Corporation, and its main objective is to protect 0]
exporters against their overseas commercial and political risks, and (i) banks
against the possible losses resulting from export financing. The scheme covers
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the banks' risks associated with both pre shipment and post-shipment financing
(to the extent of 75% of the loss), and also extends a comprehensive guarantee
directly to the exporters.

The guarantee scheme has grown considerably during the last decade, but yet it
covers only a small percentage of exports—6% of traditional and 18% of non-
traditional exports (as of 1988). Small and new exporters have difficulty in getting
access to export financing due to institutional weaknesses of the Scheme and
the conservative attitude to commercial banks. The ECGW's operations are
hampered by a number of factors, including inadequate staffing, lack of
operational autonomy, insufficient funding, ineffectiveness of the refinancing
scheme arranged with the Bangladesh Bank, and other institutional
shortcomings. These matters deserve the Governmet's full consideration, as the
scheme is an important institutional component of the export promotion effort.

Income Tax Rebate

Apart from the duty rebates on imports mentioned earlier, there is at present a

~ provision for income tax rebate upto 60% on income earned from export of all
items other than from jute, jute goods and tea. In the 1991-93 Export Policy, the

income tax rebate has been raised to 100% of income earned from the export of

any commodity. Exporters of non-traditional items are also allowed rebated on

fire and marine insurance premia.

Export Development Fund

To complement earlier initiatives in the industrial sector, a project was approved
by IDA in April 1989 which would (a) establish and finance an Export
Development Fund (EDF) in Bangladesh Bank to provide pre-shipment financing
for imported inputs in foreign exchange to exporters of non-traditional goods; and
(b) provide technical assistance (with USAID cofinancing) to Bangladesh Bank,
Duty Exemption/Drawback office, Sadharan Bima Corporation and the Export
Promotion Bureau, the key institutions involved in export finance and
administration. The creation of the EDF is expected to be an effective addition to
the current export promotional instruments.

Despite the wide array of explicit policy instruments used to promote export
development, export activities seem to remain less profitable than other industrial
and commercial activities. The current export incentives like garments, leather
goods and some specialized textiles which have been able to take advantage of
such benefits as bonded warehouse facility, back-to-back L/C facility, investment
incentives etc. are benefited by these incentives. Most other activities that do not
benefit from these incentives are thus inadequately assisted. Also, the
effectiveness of these incentives is largely offset by the degree of protection
provided to import substituting production by high tariffs, QRs and bans on
competing imports or by controls on access to foreign exchange. The effective
rate of assistance for import substituting activities is thus much higher than for
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export activities due to relatively high levels of tariffs and other import restrictions
(despite significant trade policy reforms in the recent years), resulting in a
substantial bias against exports38.

Also, current export promotional policies do not encourage backward integration
of export industries although this is necessary for increasing domestic value
added and net foreign exchange earnings. The bonded warehouse system, the
duty drawback scheme and the XPB which are major policy instruments are all
biased against backward integration. The exporter receives full tax offset on
bonded warehose imports or duty drawbacks only when he inports and not when
he purchases locally. Also, since the XPB is based on gross exports, it provides
no incentive to reduce the import content of exports. Furthermore, the drawback
system extended to domestic suppliers of inputs to export units is also subject to
misuse, since it encourages these suppliers to import their own inputs to avail
themselves of the drawback priviledges®®.

Because of those shortcomings, there is need for devising new measures or new
instruments which will be applicable to all industries, will be easy to implement,
and respond quickly to the rapidly changing needs of the export sector. Such a
strategy will provide an attractive alternative to the present system which is
product-specific, case-by-case oriented, discretionary and cumbersome to
administer.

Public Sector Reforms

In the decade of the seventies, the manufacturing sector in Bangladesh was
dominated by poorly performing public sector enterprises (PSEs). A number of
factors such as shortage of key managerial and technical personnel in most
nationalized enterprises, shortage of trained labour, frequent power outages,
irregular supply of inputs and spares, and poor maintenance led to low capacity
utilization, production inefficiency and mounting losses. Intensive bureaucratic
intervention resulted in (i) PSEs operating on bureaucratic rather than
commercial principles, (i) limited enterprise autonomy, (iii) delays in decision-
making, (iv) over-concentration of power and authority in public sector
corporations at the cost of efficiency of the enterprise. (v) loss of initiative at the
management level, and (vi) diffusion of responsibility and consequent inability to
establish accountability.

Al though in the early 1980s, the scope of private sector was expanded, actual
response of the private sector was weak because of cumbersome administrative
procedures and controls. Potential investors were also diffident as they were not
convinced by official pronouncements about the envisaged larger role of the
private sector. The policy environment was not conducive to a vigorous growth of
private investment in industry, production and exports.

The NIP adopted a board action programme to improve the performance of the
PSEs through: (1) denationalization/disinvestment of PSEs, (2) financial
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restructuring and physical rehabilitation of retained units. (3) greater autonomy to
the PSEs in setting prices (upto 10% without ministerial approval), (4)
management contract to run big units, (5) sale of upto 49% of government
shareholdings in profitable of an effective performance monitoring system for
industries that would remain under states control4?. The first four of these
objectives have been realized to some extent but with respect to operational
autonomy and performance monitoring of the remaining PSEs little progress has
been made so far.

Privatization

The denationalization programme that started in the late 1970s accelerated after
the announcement of the NIP. By the end of the 1980s, the number of industrial
enterprises in the public sector had fallen from 854 in 1972 to 160 organized
under six corporation?’.

The progress in the partial privatization programme has, however, been very
limited and the process is likely to be fraught with difficulties, although initial
puplic response was satisfactory4.

Seemingly, the poor profit potential of the privatized enterprises because of their
doubtful viability (in an open competitive environment) and retention of majority
control by the government instead of complete privatization are not very
appealing to the private investors. Furthermore, the scope of the intended reform
is limited as there are no clear-cut policies concerning the fate of the vast
maijority of uneconomic and unsalvageable PSEs in which potential investors are
unlikely to show any interest.

The Government has announced its intention to form holding companies, but no
action programme has been formulated for its implementation. Whether or not
the concept of holding company is a workable solution to the issue of managerial
autonomy remains to be seen. To a large extent it will depend upon how
functions are allocated between the line ministries and holding companies. The
danger is that the supervisory bodies may not act responsibly, and the past
pattern of opportunistic behaviour will persist. At the same time, the much
needed managerial and technical talent may be tied up with holding companies,
and the enterprises burdened with uncalled-for overhead costs. It is thus not very
clear if the cost of operating holding companies will be justified by the potential
benefits, or if PSEs would not perform equally well if not better without the
guidance of the custodian holding company. After all, experience with holding
companies in other countries has not been felicitous*3.

With respect to operational autonomy and performance monitoring of the
remaining PSEs, the Ministries of Finance and Industries jointly launched a
project funded by UNDP titled Development Performance Evaluation and
Financial Management Information Systems for Autonomous Bodies. A main
objective of the project is to develop a system of performance evaluation of the
PSEs so as to ensure meaningful control by the corporations and line ministries
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consistent with the essential operational autonomy of the enterprises. The result
of the exercise should be something like a “performance and mutual
commitments of the enterprise, the government and other agencies concemed.
Despite these efforts, weak institutional arrangements linger on, the financial
performance of PSEs has not imporved, and inefficiencies stemming from poor
policies, fiscal indiscipline and weak management remain. Financial performance
of PSEs remains poor, with total losses of corporations during 1980-89
amounting to Tk. 4.7 billion (table 3). The pricing policy is inefficient. Although the
manufacturing PSEs have been allowed flexibility to incerease prices by up to
10% annually without ministerial approval, in practice, they are often not
permitted to exercise this right, and, as a result, price adjustments have not been
sufficient to offset increases in input costs. Moreover, the prices of some key
products-fertilizer, sugar, newsprint and paper, remain directly controlled.

Concluding Observations

Industrial and trade policies, as explained in the foregoing have significantly
improved over the last few years, but much more needs to be done.
Simplification and liberalization of investment sanctioning procedures has to be
complemented by reforms in other areas-in particular the tariff system and import
regulations which are essential elements in the current structure of industrial
assistance policy. The existing structure of industrial protection continues to

Table 3
FINANCIAL PERFORMANCE OF PUBLIC SECTOR INDUSTRIAL CORPORATIONS,

1979/80-1988/89 @

(Tk. million)

1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1970-80

Corproations -80 -81  -82 -83 -84 -85  -86 -7  -88 -89 to
1988-89

BJMC B 780 255 482 209 208 -1462 -1583 419 -1431 -1450  -5.840
BTMC P 171 =184 418 T 53 - 184 42 519 - 1237 <a%8 68 -1.560
BSEC 147 124 120 228 154 -38 5 15 27 8 215
BCIC 23 56 71 396 263 158 155 55 237 300 1558
BSFIC 40 386 464 457 438 -215 -307 278 124 19 1128
BFIDC 1 10 8.. .88 .. a4 4B, .58 " -2 67 261
TOTAL 774 647 457 G50 417 -1468 -2,191 -950-1,393  -997  -4.868

@ Net profit before tax (after depreciation and after interest). Negative sign denotes
losses.

b Accounts of the mills that remained in the public sector as of June 1982.
Source : World Bank Report No. 7654. Bangladesh : Manufacturing Public Enterprise
Reform, August 3, 1989, table 1.5,p.6; Ministry of Finance. Monitoring Cell.
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create distortions by giving uneven incentives to different industrial subsectors
and thus impedes an efficient industrial and export development. Highly
differentiated rates of nominal protection, coupled with arbitrary and ad hoc
exemptions, have resulted in widely dispersed effective rates of protection and
Sistortions in resource allocation in the economy. These anomalies in the tariff
structure and the import regime need to be removed if investments are to be
allocated efficiently in the future.

Although the industrial and trade policies during the 1980s have been less
inward-looking than before, the anti-export bias remains, as effective levele of
assistance to exports are lower than those provided to import-susbstitution
activities. This calls for a speedingup of the process of ramoving quantitative
restrictions. and rationalizing the current tariff structure. import policies and
export incentives. The array of incentives now available for particular export
should be extended fully to other non-traditional exports. Backward and forward
linkages must, to the extent that are economically viable, be encouraged. To that
end, the existing system of export incentives should be streamlined to minimize
administrative bottlenecks and facilitate smooth and quick implementation of
policy.

About the ailing public sector enterprises, the Government has shought to
enhance enterprise autonomy by giving the PSEs greater operational autonomy
through establishing certain accountablity and performance criteria. However the
speed and magnitude of implementation of the criteria. Has not succeeded in
arresting the deterioration in PSE financial performance. Unless clearer
performance criteria are established and enterprises are given greater
operational autonomy, the PSEs will continue to be a burden on the economy
instead of contributing to its growth?4.

In fact, reliance on performance or management contracts to strengthen the
financial position of PSEs and prepare them for privatization may be a slow
process. Also, given the large number of ailing PSEs, constraints in the devising
and the administration of performance and management contracts to all PSEs
could be prohibitive. For this reason, a selective approach whereby only a limited
number of relatively more promising enterprises will be chosen for the purpose
appears appropriate5. This approach could ensure that at least a few relatively
more efficient units may be salvaged and become profitable. Selecting in this
manner of the potentially viable PSEs for inclusion in the performance or
management countract programme would add to its credibility and very likely
expand the scope of the divestiture programme.

As regards the Government's Programme of privatization of PSEs, care should
be taken to eliminate certain drawbacks that characterize the present
privatization process. Firstly, a definite time frame within which the programme
will be implemented should be determined. Secondly, the principles of selecting
the PSEs for purpose of divestment should be clearly defined. The Government
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should not choose to divest a PSE meraly because they cannot manage it
profitably assessed. No disadvantageous condition should be attached to the
sale of an enterprise which may prevent it from becoming profitable (e.g.. the
requirement to retain surplus and inefficient labour). The units which stand no
chance of becoming economically viable should be closed down and their assets
sold. Also in order to generate confidence of the potential investors, the
government should allow and facilitate total. instead of partial, divestiture of the
manufacturing PSEs. Retaining majority government control in sectors where
public ownership cannot be justified is only likely to create diffidence among the

potential investors46.

Notes and References :

1. Bangladesh Industrial Enterprises (Nationalization) Order 1972,
March 26, 1972, referred to as Presidential Order (P.Q.) 27 of 1972.

2. The incentives included (i) a S-year tax holiday (although 60% of the tex-exempted
profits were to be pioughed back or invested in government bonds, (ii) deferrel of
customs duties on imported machinery for upto 6 years, (ii) 5% duty rebate on
capital equiment upto Tk. 1 million. and (iv) special incentives for export indistries
and firms located in less developed areas of the country (outside Dhaka,
Narayangonj. Chittagong and Khulna).

3. For details of the scheme, see footnotes 14 and 26 below.

4. The reserved sectors were - (1) arms and ammunition, (2) atomic energy. (3) jute,
(4) cotton (excluding handloom and specialized textiles), (5) sugar, (6) air transport,
(7) telecommunication, and (8) generation and distribution of electricity.

S.  The 10 industries open for joint ventures between private and public sectors were :
(1) paper and newsprint, (2) iron and steel, (3 ship-building and heavy engineering
(4) heavy electrical industry (5)minerals. oils and gas. (6) cement. (7)
petrochemicals. (8) heavy and basic chemicals and basic pharmaceuticals. (9)
shipping, and (10) mechanised forestry.

6. Industries in the reserved list were - arms and ammunition, atcmic energy. air
transport. telecommunication, generation and distribution of electricity. and forest
extraction (mechanised).

7. The concurrent list covered jute. cotton textiles. sugar, paper and newsprint. iron and
steel, ship-building and heavy engineering. heavy electrical industry. minerals. oil
and gas, cement, petrochemicals, heavy and basic chemicals and basic
pharmaceuticals, shipping and appliances and equipment for telecommunication
service.
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2.
13.

14.

15.

16.

17.
18.
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The Reserve List is made up of the six reserve sectors of the NIP plus “security
printing.” See Ministry of Industries, Industrial Policy 1986.

The functions of the BOI include promotional work: approval and registration of
industrial projects: provision of infrastructural facilities; issue of work permits to
expatriate personnel; assistance in obtaining local financing: allotment of land and
approvals form administrative agencies; customs clearance for imported equipment.
and post-investment services. It took over its “one-stop service” function from the
Department of Industries. For details, see Board of Investment Ordinance No. 32,
1988.

For details see GOB, Ministry of Industries, Industrial Policy 1991, July 1991.

The Investment Board was chaired by the Minister of Industries and included the
Secretaries of Industry, Finance and Commerce, bank directors, and the Director
General of Industries (DGI) as its Secretary.

See Ministry of Industries, Industrial Policy 1991.

Eor entitlement of institutional Facilities, however. industries have to be registered
with sponsoring agencies which are : BSCIC in the case of small and cottage
industries, Department of Textiles for textiles industries, Department of Jute for jute
industries, Department of Fisheries for fisheries industries, BEPZA for industries
located in EPZs, and the BOl in all other cases.

Permissible items for import were classified into three basic lists differenting among
(i) commercial importers. (ii) importers under Wage Earnes’ and Export Performance
Licence schemes, and (iii) industrial importers. Priority. banned, or especially
authorised items were listed separately. The IPO also prescribes import procedures
and documents. Imports not covered by IPO include those which are financed by
project aid, barter and special trading arrangements, or commodity aid supplied in
kind. The Wage Earners’ Scheme permits imports of some goods using remittances
made by Bangladesh nationals abroad. Under the Export Performance Licence
Scheme. registered exporters of non-traditional items were issued “bonus” import
licences upto a specified proportion of their actual exports.

Import licences were issued by the Licensing Board at the office of the CCIE under
the Ministry of Commerce. The IPO Spceified who could import what based on
broad categories of commodity requirements and users, and what specific sources
of foreign exchange could be used to fund them. Allocations were based on
“entitlements” reflecting an industrial unit's import requirements determined by its
estimated needs for capacity operation on a one-shift basis.

In July 1988, the Government adopted the Harmonized System (HS) of notation as
the basis for classification of trade restrictions. By bringing all trade related
transactions under a common classification system. this resulted in a significant
simplification,

Starting July 1989, the IPO is to remain in effect for two years rather than one.

In 1982-83, for example. 165 industries were awarded cash licences for 100% of
their entitlements, while 88 industries received only 55%. Another 66 industries
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19

20.

21.

22.

24.

25,

26.

could finance their raw material imports only through the more expensive (WES)
secondary market. See World Bank Country Report No. 6049: Bangladesh : Recent
Economic Developments and Medium Terms Prospects, Vol.1. March 17, 1986.
Beginning 1989-90, the Negative and Restricted lists have been consolidated into
ong list, known as the “Control List.”

For example, during 1984-85, imports of minor irrigation equipment (shallow tube-
wells and low-lift pumps) were banned on grounds that large inventories
accumulated. Although viewed as temporary. the measure runs counter to the
objective of increasing the involvernent of the private sector.

World Bank Report No. 9379-BD: Bangladesh: Managing Public Resources for
Higher Growth, April 18, 1981.

An implication is that some products believed to be highly protected either by bans
or by high tariffs do not in fact enjoy this protection because of the concessions that
arode the protection. Thus, concessionary rates for imports of machinery and capital
equipment do not encourage the development of the local capital goods industry.

Till 1978, there were 36 different rates ranging from O to 400.

The objective of the programme was eventually to (i) reduce the maximum tariff rate
to 100% (with the exception of specified luxury goods); (ii) limit customs duties to a
maximum of 20% on raw materials, 75% on intermediate products, and 100% on
final products; and (iii) restructure import tariff in the textile and steel and
engineering sectors so that nominal tariffs in these sectors fell within the range of @-
85%.

Imediately after |ndependence in December 1971. Bangladesh devalued 1heOTaka
by 58%. and in May 1975, by another 85%. After several minor adjustments since
then, Bangladesh adopted a flexible exchange rate policy from mid-1979 fixing the
value of Taka in terms of a basket of currencies of her major trading partgers. The
reference currency was Pound sterling for intervening in exchange ratezbut since
early 1983, because of relative trade weight, U.S. dollar was introduced as the
intervening currency. The nominal exchange rate of Taka was allowed to adjust with
fluctuations in the currencies of major trading partners in relation to the reference
currencey. Following this method of adjustment, the norhinal exchange rate
depreciated by about 68.4% during the Second Plan Period (1980-85) and by
another 26.8% during the Third Plan (1985-90). Dunng 1990-91. the Taka
depreciated by 8.5%. See table 1.

The Secondary market was established in 1977/78 to encourage the flow of workers’
remittances and promote non-traditional exports by allowing a pren-]ium over the
official rate. Before July 1984, the WES rate was a free interbank auction market
rate. Beginning 1984-85, the rate is set by a comittee of authorised dealers with
Bangladesh Bank acting as an observer. The premium over the official rate varied
from time to time. It was as high as 31% in 1977/78 but has narrowed down to under
2% in 1990/91. See table1. ;
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36.
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38.

39.
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World Bank Report No. 6616-BD, Bangladesh : Promoting Higher Growth and
Human Deyelopment, 10 March 1987,

An objective of the reform programme instituted in 1987 was the unification of the
exchange rate to eliminate currency practices and increase access of importers and
exporters to foreign exchange. Given the small differential which existed in the most
recent years between the official and the secondary market rates, the rationale for
dual foreign exchange markets became very weak and, therefore. the two exchange
rates were unified on 1 January 1992,

-Ministry of Industries, Industrial Policy 1991.

A similar scheme was introduced earlier in July 1983 to provide relief to the existing
borrowers of long-term foreign courrency loans from the burden of adverse impact of
exchange rate fluctuations, but was terminated to be replaced by a more effective
one.

These are : (a) export-oriented industries; (b) industries located in export processing
zones; (c) high-technology-based products that will be either efficient import
substitutes or export-oriented; (d) enterprises in which more diversified use of
natural resources are made; (e) basic industries based mainly on local raw
materials: and (f) investments toward improvement of quality and marketing of goods
manufactured and/ or the increase of production capacities of existing industries.
See World Bank, Report No. 7196, Bangladesh : An Agenda for Tax Reform.
December 15, 1989.

Initially the rates of import entitlement were 10%-40%. In 1980/81 these were raised
to 40%, 60%, and 80% based on gross f.o.b. value of exports.

World Bank. Report No, 6080-BD, Bangiadesh : Review of the Experience with
Import Programme Credits |-X, February 24, 1986. .
Input coefficients are the proportion of different inputs that are used in the production
of a specific product.

In order to ensure automatic duty-free import for exporters and remove related
difficulties in the Drawback system, a Duty Exemption/Drawback Office (DEDO) was
established in 1986 in the National Board of Revenue.

Commercial banks may establish inland back-to-back L/C in favour of suppliers of
locally produced materials on the strength of the original L/C opened by the foreign
buyer in favour of the exporter.

World Bank Report No. 8344-BD, Bangladesh : Managing the Adjustment Process -
An Appraisal, March 16. 1990.

A. Rab, “Export Performance and Prospects and Government Policy to Promote
Exports in Bangladesh, “Bangladesh Journal of Political Economy , Vol 8(2), August
1988.

These policy measures were outlined in the NIP 1982 and also reiterated in the RIP
1986.

Based on the information supplied by the Autonomous Bodies Reporting System,
Ministry of Finance.
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Under the programme, 49% of the shares would be allocated to the private secort
(34% to the general public and 15% to emplyees of the enterprises). The
government will retain the remaining 51% shares which will be transfered to the
corporation to be reconstituted into a holding company (Wholly owned by the state).
See World Bank Report No. 8874, op, cit.

World Bank Report No. 6616-BD, Bangladesh : Promoting Higher Growth and
Human Development, 10 March 1987,

See World Bank Reoport No. 8874, Bangladesh : Review of the Experience with
Policy Reforms in the 1980s , June 2, 1990.

Ibid.



An Assessment of Industrial Policy:

What Policies Are We Talking About?”
Salma Chaudhuri Zohir*

1. INTRODUCTION

Since independence, the governments of Bangladesh (GOB) have been
pursuing several policies in order to augment the process of industrialization in
the country. A great deal has been written about industrial development in
Bangladesh since independence. Recent studies! are very skeptic about the
impact of industrial policies. They suggest that industrial policies have had a
negative impact on firm efficiency, industrial employment, and also on
investment. The influence of policies on year-to-year changes in productivities
has been found to be inconclusive-2 While the geheral observations on
slackness in industrial growth during the recent past may not be refuted, this
paper argues that the evolution of industrial policies in Bangladesh has primarily-
been gradual and that much of the existing assessments on the efficacy of
industrial policy are based on miisperceived timing of policy shifts.

The paper provides a comprehensive review of the evolution of industrial policy
in Bangladesh prior to the New Industrial Policy (NIP) 1982. An attempt is made
to show that the major shift in palicies pertaining to industrial incentive and
ownership of enterprise came in 1978; and these were fully implemented by
1980. Furthermore, it is argued that the New Industrial Policy (NIP) of 1982 was
only an extension of the latter. It is hoped that much of the confusion regarding
the impact of industrial policy will be cleared once the suggested change in
reference period is duly recognized.

The paper is outlined as follows: Section Il gives a brief review of the existing
perception on industrial policy as réflected in various studies; Section [l provides
the missing gaps.in current studies on industrial policies between 1973 o 1982;
the shift in policy is indentified in Section IV; and finally response of the investors
to privatization is shown in Section V.

“ This is a revised version of a paper entitled "Evelution of Industrial Policies in Bangladesh: A
Review,* BIDS, mimeo, 1990

** Qesearch Fellow, Bangladesh Institute of development Studies. The author gratefully
acknowledges the encouragement given by Prof. G. Sahota and Prof. R. Sobhan. for
undertaking the study and disseminating it.

1See various documets of Trade and Industrial Policy (TIP) and working papers of
HIID/ESEPP Project, under the Planning Commission, Mubin and Rab (1988), Khan and
Hossain (1989), Sobhan (1990) among others.
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Il. PERCEPTIONS ON INDUSTRIAL POLICY AS REFECTED IN EXISTING
STUDIES

I1.1. Evolution of Industrial Policies as Perceived in Existing Studies

In general, four key issues have dominated successive industrial policies of
Bangladesh:; (a) ownership of industry, (b) incentives to attract private investment
including foreign investment (c) investment approval processes, and *(d)
Industrial financing. Conceptually, there can be considerable overlaps between
the above issues. The industrialization policy of Bangladesh has undergone
serveral changes over the last two decades. After independence, a period
followed in which little place was initially left for private entrepreneurs. But this
policy gradually changed over time. Here we will discuss the changes in
industrial policies as perceived by existing studies.

Il.1.1. Ownership of Industry

(a) Public Enterprise Reforms
The post-liberation policy saw the growth of the public sector. At the time of
independénce in December 1971, 34 per cent of fixed assets in the modern
industrial sector were controlled by the EPIDC. Nearly half, 47 per cent to be
exact. of them were controlled by non-Bangladeshi entrepreneurs and the rest 19
per cent by local investors. There occurred an entrepreneurial and management
vacuum in the country when the “Pakistanis” left. All abandoned properties,
exceeding Taka 15 million in assets, as well as the entire jute, textile and sugar
mills, irrespective of who owned them, along with banking and insurance and
export trade in jute, were nationalized. A total of 725 industrial units comprising
92 per cent to fixed assets of the modern manufacturing sector were put under
management of 10 public sector corporation3. Sobhan (1991) opined that the
escalation in the role of the public sector after 1971 derived from circumstantial
rather than exclusively policy compulsions. The strategy of public sector led
industrialization Was adandoned after the overthrow of the government in 1975
and the stage was set for development of a mixed economy. A series of
decisions were taken to divest/denationalize enterprises covered by the
nationalization order of 1972:
(i) Denationlization/disinvestment of industry : Nationalization was abandoned
and subsequentiy the constitution was amended by the Martial Law Prgclamation
Order of 1977 to allow the nationalization and divestiture of jute, textile and other
enterprise. This initially applied to the jute export trade, where private exports of
raw jute were permitted as far back as in 1976 but in co-existence with state jute
trading enterprises. Meoreover, the government divested itself of some mills
- producing jute yarn and some specialized textile mills owned by Bangladeshis

3 See Sahota (19892), Sobhan and Ahmad (1980), and Sobhan (1990).
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which were covered by the original nationalization order for the jute and textile
industries enacted in 1972. By implication this opened up some segments of the
jute and textile industry for private enterprise even before the denationalization
.of the industry was decreed in 1982/83% About 221 nationalized units were
actually denationalised and divested® (see Table 1),

The NIP 1982 envisaged a massive programme of disinvestment of public sector
industrial units, especially in jute and cotton textile sectors.” Table 1 shows that
as many as 57 enterprises belonging to jute and textiles were denationalized
within one year of the announcement of the NIP.

Table 1

Denationalization/divestiture of industrial enterprises

Period Divested Denationalized .Total
1973-75 154 0 154
1976-81 t 15 106 221
1982-86 36 50
86
1982-83 : Jute and textile 57 57
1986-87 : Sold 0 23 23
PLC 0 2 23
Total sold 307 239 544

Source : Ameen (1987), p.88; cited in Sahota (198%a).

According to the World Bank (1986) Report, the NIP had carried out “one of the
most extensive denationalization programmes of public sector enterprises in the
world”. Also World Bank (1989) claims that, “under NIP 1982, Bangladesh
carried out one of the largest denationalizations undertaken in devéloping
countries’. Moreover, according to their (1 989) report, as a result of these policy
initiatives, 650 enterprises were disinvested or denatioalized, leaving only 160
enterprises in public ownership. This process has effectively reduced the share
of the public sector in fixed assets of modemn industrial sector from 85 per cent
in 1980/81 to 40 per cent in 1985/86. On the other hand, the analysis of Sen
(1991) shows that as Of 31st December, 1986, about 518 industrial units have
been divested. Of these, 313 were large units previously managed by the public

4 Sahota (1989a) p.12.

5 See Sobhan (1990), p.22.
6. Sahota (1989a), p.48.

7. Sen (1991), p.18.
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sector corporations, 264 were small units and the remaining 41 units were
classified as vested property. Out of the 213 large units, 106 units were divested
during 1976-81, while the remainig 107 units were transferred to the private
sector during the period 1982-86. According to Humphrey (1988), one of the
major elements of NIP was the decision to return the jute and textile mills,
nationalized a decade earlier, to their original Bangladeshi owners. The decision
to privatise these two major industries was made ‘in order to create a favorable
investment climate and confidence in the minds of prospective entrepreneurs’
(NIP 1982). The move implied privatization on a major scale of large industrial
enterprises in strategically important areas of the economy. The
denationalization of 27 textile mills and 33 jute mills was accomplished within a
year. Thus the government turned over to the private sector 38 per cent of the
jute capacity, 45 per cent of he spinning and 57 per cent of the weaving capacity
in the textile industry.

(i) Denationalization/disinvestment of banks and insurance company:

A decision was taken in 1977 by the Zia regime to permit Bangladeshi to set up
private commercial banks and specialised financial institution with their own
capital or in collaboration with foreigg capital. This decision effectively ended the
monopoly of commercial banking by the nationalized commercial banks (NCB).
In 1975 a decision was taken to breach the exclusive jurisdiction of the state over
insurance company by permitting a number of private insurance companies to be
set up in competition with the state sector.8 The frontiers of public enterprise
were further rolled back in post-1982 through the sale of shares of public
enterprises to the public by the divestiture of three natioanlized commercial
banks, namely Uttara Bank, Public Bank and Rupali Bank. Moreover, the RIP
1986 has committed the GOB to sell off 49 per cent of the shares of enterprises
retained in the public sector to the public.®

Along with the scaling back of public enterprises (PEs) through divestiture, the
NIP 1982 has adopted programmes to improve the performance of remaining
units through financial and physical rehabilitation, and various measures
designed to improve management autonomy, pricing policies and performance
monitoring. Thus, the capital and debt structure of a number of enterprises have
been improved by conversion of debt to equity and substatial infusions of
additional equity. Under the public Enterprise (Management and Coordination)
Ordinance of 1986, substantial autonomy to adjust prices has been granted to
public enterprises in natural gas and electricity production, where rates have
been increased by 50% and 15% p.a. respectively between 1986 to 1989.

8 Sobhan (1990) pp. 22-23
9 See Sobhan (1990), p. 26.
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However, in a large number of cases, this flexibility has not been utilized and
price adjustments have been insufficient to offset increases in input costs. To
improve budgetary control and monitoring, a system for autonomous bodies
reporting and evaluation (SABRE) was introduced in ten enterprises in 1987-88
and another ten enterprises in 1989-89.

b) Ceiling on Private Investment

It is widely agreed that the first noteworthy industrial policy in post liberation
Bangladesh came with the announcement of the first Industrial Investment Policy
(IIP) in January 1973. It envisaged predominant role for the public sector; and
accordingly, the role of the private sector in the industrial development of the
country was minimal. A ceiling of Tk. 2.5 million was fixed for new privaté sector
industrial investment and ownership, with a provision for raising it upto TFi::3:5
million through plowing back of profits. Gradually however, the Government
came to recognise the role of private sector, and in July 1974, the Industrial
Investment Policy was revised (as NIP) and addjtional incentives for private
sector investment were given along with raising of investment ceiling to Tk. 30.0
million.

The break-through however came in December 1975 with the declaration of the
Revised Investment Policy (RIP) which was more clearly defined and aimed at
encouraging private sector investment. In view of the higher investment cost, the
ceiling on private sector investment was raised to Tk. 100.00 million. Later in
1978, this ceiling was abolished. 0

c) Moratorium on Nationalization

The IIP 1973 declared that there would be a moratorium on nationaliztion for ten
years from the date of publication of the policy for old units upto Tk. 2.5 million,
and from the date of going into production was extended to fitteen years. A major
change took place with the introduction of RIP in 1975. it was realized that
moratorium on nationalization was creating misgivings among the industrialists,
and therefore, this provision was deleted. 1 Moreover in NIP 1974 Investment
was guaranteed from arbitary nationalization’

d) Reserved list for the public sector

In NIP 1974 the number of industries reserved for the public sector was limited
to eighteen. Except jute textile, cotton textile and sugar all the other of these
industries were exclusively in the publis sector during the pre-independence
period as well. 13 The number of public sectors in the reserved list was reduced

10. see Shag‘wta (1989a), pp. 10-12- Khan and Hossain (1989), pp. 80-81 and Sen (1991), p.
17. Surprisingly Sobhan (1990), p. 21 only refers to the revision made in 1974.

11 See Sahota (1989a); pp. 10-12.
12_gobhan (1990), p. 21.
13 Khan and Hossain (1989), p.81.
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to eight, and ten sectors were put on the concurrent list in 1975.14 Mubin and
Rab (1989) informs us about a new list of sectors, identified as the “free sectors”.
These sectors require no formal sanction, provided the foreign exchange
necessary to import machinery and equipment are provided by entrepreneurs
themselves under either wage earners schemes or non-repatriable foreign
investments. Surprisingly, the regort does not mention when this list (of free
sectors) was officially introduced® but indicates that it was prior to NIP 1982.
11.1.2. Incentives to attract private investment including foreign investment
a) Fiscal and monetary incentives

Sobhan (1990) aserts that a variety of fiscal and monetry polices to promote
private enterprises were introduced during beth Zia's regime and Ershad’s
regime. However, he does not elaborate on this issue. In a recent writing
(Sobhan 1991), he states that, “monetary policy was sought to use differential
interest rates to encourage investment in backward areas and promote
investment in a desired category of industry such as for export or of relatively
smaller size. Fiscal policy has similarly sought to encourage investment in
desired areas/categories through differential fiscal concessions in the way of tax -
holidays, variations in investment allowances, depreciation rates and changes in
the rates of import related commodity and corporate taxes including duty
drawbacks”. It is not very clear whether the two regimes overlaps on the above
issues. i

It is iImportant to note that none of the studies under review has made any
reference to the fiscal and monetary incentives offered in various industrial
policies prior to 1986. Sahota (1989a) provides a list of these incentives for RIP
1986.

b) Regional dispersion of industry
The |IP 1973 declared that preferences for new enterprises would be given to
less developed areas’6.

c) Foreign investment

i) Policy:

Earlier policies for attracting foreign private investment (FPI) were embodied in
the IIP of 1973. The latter allowed for foreign collaboration in public enterprises
only; however in all such ventures, Government would retain 51% of the equity.
Exceptions o this restriction were made for the Tea Estates only. In NIP 1974,
foreign investors were allowed to collaborate with Government and local private

14 Sahota (1989a), p.13.
15 See Mubin and Rab (1989}, p.3.
16 See Sahota (1989a) pp. 10-13.
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entrepreneurs except in some basic industries. Later, the RIP 1975 established
that foreign investors were to enjoy the same treatment as national investores.1”
ii) Incentives

In the lIP 1973, ceiling on remittances of salary income by foreign nationals was
set at Pound Sterling 150 per month. It was later raised to Pound Sterling 200
per month under NIP 1974.18 Full freedom of transfer of annual profits after the
payment of taxes was provided for; repatriation of capital spread over a number
of years and a minimum dividend of 15%, subject to availability of profits, were
guaranteed. Under RIP 1994, the tax holiday for less developed areas was
extended from 5 to 7 years, and repatriation facilities were further relaxed.
Sobhan et. al. (1985) opined that the NIP 1982 must be viewed as a continuation
of the policy changes initiated in 1975 in order to provide incentives to foreign
private investment to come to Bangladesh. From their analysis they concluded
that NIP 1982 represented no qualitative change in the direction of the current
policy towards FPI and merely broadened the existing incentive scheme and
simplified the sanctioning procedure. Beside this, the NIP 1982 identified the
areas where FPI need to be encouraged. These included the following:

(i) new enterprises, particularly those requiring specific technology available to
the foreign investors, which will make an additional net contribution to the
economy, including the training of Bangladeshis;

(i) undertakings in which more intensive use of natural resources is made;

iii) export-oriented industries;

iv) capital intensive technologies, the products of which will be either import
substitute or export-oriented,

v) existing public or private sector enterprises where an injection of foreign
capital or technology will mean an increase in productivity and an improvement in
the product.

II. 1.3, Investment approval processes

According to Mubin and Rab (1989), all projects requiring loan financing and
imported raw materials had to be sanctioned by the Government prior to the NIP
1982. Since 1982, such approval was required only for those projects which had
a raw material import content exceeding 20%, needed foreign exchange for such
imports at official rate and for projects above certain size limits. Moreover, under
NIP 1982, the Investment Board of Industries was the highest sanctioning body.
For very large projects (over Tk. 100m), the Investment Board used to send
investment projects to the Executive Committee of the National Economic
Council (ECNEC) for approval. While World (Bank (1989) mentions that under _

17, See Sahota (1989a), pp. 10-13.
18 jbid, p. 12.
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NIP 1982 and RIP 1986 the investment approval processes were liberalized and
approval limits were progressively raised to facilitate speedy processing. Official
approval was no longer necessary for self-financed projects and for those which
had an import content of raw materials of less than 50%. Projects which needed
approval could be sanctioned by development finance institutions (DFls) up to
Tk. 60 million, by Director General of Industries and commercial banks up to Tk.
30 million, and Bangladesh Small and Cottage Industries Board (BSCIB) up to
Tk. 15 million, without referral to the main regulating body, i.e., the Investment
Board. :

I.1.4 Industrial Financing:

a) Role of financial institutions

According to Sobhan (1990), Development Finance Institutions (DFls) had major
contribution to loan and equity financing of private investment since the 1960s.
Howe. zr, “in the 1972 period, an implicit policy decision was taken that no
special effort would be made to channel public resources to promote private
enterprise. Given the high opporunity cost of such resources, it was felt that this
should go into producing public goods, projects supportive of low income groups
and where it went to private industry, it should go to small and cottage industries.
In contrast the post-1975 regimes made the direction of public resources to the
private sector through the medium of the DFls, one of the central elements of
their industrial policy” (p. 29). Sahota (1989a) notes that the RIP 1975 permitted
the industrial finance bodies to participate in and provide equity and loan capital
to private enterprises.

b) Other changes

Furthermore, in RIP 1975 the stock exchange (which was closed in 1972) was
reactivated and people were permitted to use concealed funds to purchase
divested enterprises without being enquired about the sources of such fu nds.!®

11.2 Changes Accredited to the New Industrial Policy (NIP) of 1982:

It is widely acclaimed in both Government and World Bank documents that NIP
1982 reflected a major break from the past, accelerating the process of
privatization. It is further claimed that in NIP 1982, the government has for the
first time recognised the major role of private sector in the process of industrial
development of the country. These policies were further strengthened in 1986. It
is generally recognized that the NIP 1982 introduced, among other things,
reserved list for public investment, a concurrent list where both public and private
investments can take place, and an Industrial Investment Schedule (lIS) for aH

19 Sahota (1989a), p. 13.
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other industries in the private sector.20 On the contrary, Sahota (1989a) notes
that the industrial policy of 1975 introduced the concurrent list and 10 sectors
were put in the concurent list.

It is interesting to note that Mubin and Rab (1989) claims that 1IS modifications
became indicative under NIP 1982, while a report of Trade and Industrial Policy
(TIP) 1987, claims that upon their recommendation, the RIP 1986 had
announced replacement of the Investment Schedule by an indicative schedule.
While TIP (1987) claims that the free list was introduced in 1982, Mubin and Rab
(1989) and Planning Commission (1989) and Sen (1991) are of the view that it
was under NIP 1982 that the free sectors were enlarged. However, there is
concensus among Mubin and Rab (1989), TIP (1987) and Planning Commission
(1989) on.the view that project approval authority decentralised, and time limits
were set for project approval and appraisal under NIP 1982. Some of them are
of the view that promotion of foreign private investment and export industries
were given greater emphasis in NIP 1982.

Sahota (1989b) stresses that, “the basis for high expectation about industrial
growth was the introduction of two major policy packages and other changes
during the 1980s, including the NIP (1982) and RIP (1986). These policies were
aimed at providing generous incentives to private industrialists, simplifying the
licensing and sanctioning procedures, liberalizing, decentralizing, and introducing
freedom of enterprise in general’.

But on the other hand Sobhan opines that, “both regimes (Zia regime and Ershad
regime) introduced a variety of fiscal and monetary incentives to promote private
enterpris»es.z1 It would be wrong to therefore see any quantum shift in policy
between the two regimes. However, to the extent that the Martial law regime of
1982 introduced a New Industrial Policy (NIP) in 1982 and further revised policy
in 1986 with a view to promoting private enterprise and rapidly escalated the
process of disinvestment/denationalization of public enterprise, 1982 is seen as
something of a watershed in policy regimes and may be separately periodised
for purposes of analysis” (Sobhan, 1990, p. 7). Later, while discussing the issue
of disinvestment of Industries, Sobhan (1990) gives cognizance to the fact that,
“during the Zia regime a series of decisions were taken to divest enterprises
covered by the nationalisation order of 1972. This reflected a qualitative change.
in public policy towards the boundary line between public and private enterprise”.
But quite surprisingly, Sobhan ends up by asserting that, ‘the policies of the post-
1982 regime of President Ershad represent something of a quantum change in
the direction of public policy towards the private and public sector. During the
20 This was noted in Planning Commission (1989), p . 118 and in Mudbin and Rab (1989)

21 Surprising, Sobhan (1990) does not elaborate on the variety of fiscal and monetary policies
of the two regimes.




Zohir : An Assessment of Industrial Policy 381

post-1982 period the frontiers of public enterprise” have expanded largely
through rolling back the frontiers of public enterpvise (Sobhan 1990 p.23-24). Itis
not clear why Subhan gives more importance to quantum change than qualitative
change while separately periodising for the purposes of analysis. In the previous
section it was noted that of the 213 large units divested by December 1986, 106
units were divested during 1976-81 while the remaining 107 units were
transferred to the private sector during 1982-86 perimd.22 It seems that
divestiture that took place during 1982-86 ware of significance since
denationalistion of 27 textile mills and 33 jute mills were accomplished within a
year.

From the above, it follows that there is no consistent view on the changes
accredited to the NIP 1982. This calls for an indepth study of the evolution of
policies prior to 1982.

I.3 Gaps in Exiisting Studies - A Rationale for Further Documentaion

The previous section suggests that the existing studies identify the industrial
investment policies of 1973, 1974, and of 1975, as the ones that had existed
prior to the New Industrial Policy (NIP) of 1982. Interestingly, one may note that
mention of 1978 was only made with regard to ceiling on private investment in
Sahota (1989a), Khan and Hossain (1989) and Sen (1991). Contrary to this, in
Sobhan (1991) “Compreshensive pciicy statement in 1978" gain the status of an
industrial policy. Unfortunately, he does not elaborate on the role of the
“conprehensive policy statement in 1978” in the industrial policy of GOB. Thus
none of the existing studies seems to question whether any policy changes took
place during the long 7 years period 1975-1982. One must note that policy
changes are usually associated with changes in Governments; and experience in
Bangladesh is no exception. The early attemps towards liberalizing the economy
were made during the period of Awami League Government; and such attempts
persistently increased under later regimes. Immediately after coming to power,
General Ziaur Rahman introduced the Revised Investment Policy (RIP) in
December 1975 that aimed at speeding up the process of privatization. In 1981,
General Ziaur Rahman was assassinated and in March 1982, General H.M.
Ershad came to power. All the studies have considered the New Industrial Policy
(NIP) of 1982 to be a shift in policy although their grounds for such consideration
differed, as shown in the previous section.

While an attempt will be made in the next section to fill in the gaps in current
perception on the evolution of industrial policy, it is worth noting that published
official document on NIP 1982 indicates the existence of fiscal incentives prior to
NIP 1982. Three such references are note below.

22 Sen (1991) p. 19.
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(i) Regioal dispersion of industry

In section 10, p.9 of NIP 1982, it is mentioned “existing fiscal incentives and
facilities for industrialization for the less developed areas of the country will be
maintained. ......... In addition, export oriented industries (with commitment of
80% production) irrespective of location, and industries using 70% or more of
local raw materials (called priority industry) will continue to be entitled to a
concessionary rate of 2.5% duty.’

ii) Export-oriented industries :

The para 15 in p. 11 of NIP 1982 mentions that “the present facility under the
Export Credit Guarantee Scheme will be given more extensively to the export-
oriented industries.”

iii) Foreign Investmen :

In Section 16, p. 11 of NIP 1982, it is stated that “Foreign Investment will
continue to receive due consideration and government would welcome foreign
participation in joint ventures on mutually beneficial terms and conditions.
Foreign investments will be encouraged specially in .........".

The aforementioned aspects in NIP 1982 document have been overlooked by
the existing studies, and the latter make no mention of the fiscal incentives prior
to NIP 1982. This calls for a thorough review of official documents on industrial
policies.

lll. EVOLUTION OF INDUSTRIAL POLICIES AS REFLECTED IN OFFICIAL
DOCUMENTS

The present section focuses only on those issues that have failed to draw the
attention of the researchers and administrators. The review is based on various
industrial policies, Guide to Investment in Bangladesh for 1977, 