




We regret the delay in the publication of this volume which 

was due to unavoidable circumstances. We sincerely hope that the 

Bangladesh Economic Association will be able to bring out this journal 

on a regular basis in coming years. 

Papers presented in the Conference have been compiled . in this 

volume. Issues raised in the Conference two years back still remain 

very much alive. The Conference provided the first opportunity to the 

economic professionals of Bangladesh to sit together to look at the 

nation's problems and exchange ideas. As such the presentations in 

the conference set the stage for future economic thinking in the 

country. 

We are grateful to the Agriculture Development Council Inc. 

(A.DC), New York for helping us with the publication of this volume. 

First Annual Conference of the Bangladesh Economic Association 

was held in an atmosphere of national disappointments and frustration. 

Faith in the capacity of the economists and their tools to shape the 

economic destiny of the nation was shaken. First Five Year Plan was 

made public only a few months before the Conference. Bangladesh 

Economic Association decided to make the plan their subject of 

discussion. 
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.J. The. statement of social and· political perspectives of pl8!Jned. 

development are .Iaid out as follows.;' ,.. . , : : -r.-,,~·· 
(i) · Firstly, ·~on'stitufional principles and commitments arC:s!ated wi!h·. 

some attempts at an explanation of their meanings. , ' · -'t . ~- 

(iiJ Secondly, . general ··precondUio$ for 'sociali~t developnient' :arc 
deri'ied ei~ber from the above cfr. by induc~~oti f~om,' (urina~e~j 
historical experiences. . · -, ·  ... · .·  ' · ' ·  > · · '. · r 

. . . - 

t. That matters related to society, politics and their historical 

attributes should find a place in a plan for economic development may 

appear at first sight to be both puzzling and spurious. .That these should 

form the very first contention of the plan and. the broad framework 

for the succeeding contents may well seem quite unintelligble, But the 

planners of . Bangladesh are to be commended for their , stated 

acknowledgement of essential realities : 'A plan is iit>t merely a technical 

an:d ~n economic document but also a socio-political: document.' It 

must be able to enthuse, mobilise and motivate people.· _It'· must' 

provide a vision. and perspective for the nation' •1 .... 
:~ ' . · ,. :·  

2. This attempt .to -provide a vision and a. perspective for .the. 

nation' is,: needless to say, fraught with the dangers of misconstruing ~h~ 

real nature and structure of complex social, historical and political process. 

This is particularly so because firstly, the attempt bas. no precedent in the 

short tradition of planning in this country, and secondly, because . in · the 

words of a distinguished scholar, social science· research and thinking in 

this country, though 'limited in extent, is characterized essentially 'by 

analytical mediocrity and by its detachment from social realiy ;3 ' One of ~he 

contentions of ihis paper is that ignorance. or insufficient awareness in the 
matters may be not only· misleading, it 'may even lead to incredulous· state-: 

~cn!s .on the part of a body of distinguished scholars.3 

·  Shapan Adnan" 
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(iii) Thirdly, an evaluation of the -objective conditions' prevailing in 

Bangladesh is made. 

(iv) fourthly, the socio-political •assumptions' of the plan are derived 

from a syllogistic interaction of the information in (ii) and. (iii). 

4, It is clear from the above that the validity of the "socio-political 

assumptions' are dependent on the accuracy of the initial premises as well 

as the validity of the logical processes of derivation. The areas of 

enquiry and critical discussion in this paper therefore centre around this 

two antecedent and more fundamental issues. Detailed critique of each 

of the numerous -socio-polltical assumptions' are thus avoided. 

5. The primary premises are concerned with the statement of consti- 

tutional principles ( or objectives ) which are to be either maintained or 

attained or both. Of these, democracy, nationalism and secularism have 

relatively small but specific economic contents. Socialism on the other hand 

has substantial economic content in so far as its attainment implies the 

coming into being of an economic system with cortain very specific 

attributes. Indeed the chapter under discussion is predominantly concerned 

with the. attainment of 'socialist development' and as such, this forms the 

main thrust-of the arguments as well as the ensuing criticisms. We may 

begin by an evaluation of the economic contents of these four principles 

(and objecth:es ) as laid down by the. planners. 

:6. The statement on democracy is remarkable for its repetitiousness 

an? •ac;~ of content, lhe constititional rights of self-government, assembly 

~tf?~ . _poin~ towards the existence . of any edifying world of paper legislation. 

111.~s-~ have their economic counterparts in the right to private property,': 

tJ>:e ri~~~ to enter into exploitative relationships on the basis 'of such property 

or iis consequent power or both. Tbat the system of government is on the 

line of a parliamentary democracy is indicated ; it remains for us to point 

out ·that among the. various possible types of democracies, this may be 

-regarded as being in the category of the bourgeois democracy. This id:eqti- 

fication is important because it implies that the bourgeoisie. alone or in 

league with its allies ( Including feudal elements ) are dominant in ~he 

~)!tr-<?1 o( .the machineries ~f state. Given the .general continuation of this 

P,41'ticillar order, the .maximum degree of socialist transformation possible 

11 indi~ted by the category of the social democracy rather than the socialist 

.-ate. ibis is.merelya definitional statement so thatsubsequent assessmenta 

~ · JU~!lmJ?jiiJ2µ_l. Jhi_s .p~r~~nce seems consistent also w~ .somi~ 
pornom of She plan tlocumeni UseJf, e! s., in para i, S w~cre s9.r_lal-,d~i:i;g. 

f:. -: : i.. • .. 
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cratic governments are implied as being the appropriate reference group 

for the government of Bangladesh. 

7. The economic content of the principle or nationalism is barely 

touched upon. National integrity is inviolable ; a reasonable corollary seems 

to be that regional parochialism on the lines of the past are now likely 

to be frowned upon. The paramount significance of maintaining economic 

independence, i. e., of not relapsing to the state of a captive economy 

vis-a-vis other powerful and stronger economies, is perhaps only hinted 

at in the remark that, •We cannot shift the burden of our development 

on to others'. A more explicit statement of policy and intent would 

have done bare justice to the recent sufferings of this hapless nation. 

8. The paragraph on secularism is remarkably banal. It is a 

pity that it should have inspired little more than elementary rhetoric 

from our planners. For the fact is. whether economists like· it or not, 

the growth of secularism is a significant process in the context of 

industrialisation, modernisation and economic change. In the industrially 

advanced conutries economic and social transformation has been 

accompanied by the emergence of universalistic values associated with 

the merit and the level of attainment of the individual as against 

particularistic values associated with his ascriptive attributes of birth, 

religion and social origin. This change was propelled not so much by 

any ethical or humanistic impulses as by the operational necessities of a 

rational capitalism, as is seen in the West and in Japan. Such an 

interpretation of constitutional objectives of secularism would be consistent 

with the withdrawal of religion from the matters of state to the realm of 

the individual and the family group, Alternatively, secularism 

could. be interpreted as the coexistence of various religious. and even 

communal forces, where the state concerns itself with seeing that the 

prerogatives of no one creed becomes oppressive for others A more 

apt term for such a state would be multi-religious. The two 

interpretations point to two different trends in economic and social 

transformation, and it is obvious that the critical distinction has to be 

made and the 'objective of secularism clarified for practical purposes. 

Should the constitutional statement be insufficiently elaborate, it is 

imperative upon our planners, as the chosen interpreters and guides of 

the implementation of the constitutional committment, to clearly state 

what, in their considered opinion, it should mean. Mere evasion of the issue 

indicates an inability to· deal with the complexities and cofusions of the 

matter, or an unwillingness to go so. Tbat the consequences, jp citl\c{ . . .... 
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case; 'may be misleading and even downright irresponsible Is Illustrated 

here in terms of one particularly significant theme. 
. . 

. 9. The para on secularism ( 1. 3) ends on this ·note of glib 

optimism ; -Our struggle for emancipation has highlighted'~ our homog- 

eneity and our struggle against poverty will only strengthen it' Let· us 

start . fr~m the historical contention · that Bengal has always ~ad and_ 

continues to have a heterogenous and plural society segmented not 

only by. broad religious beliefs but also by ethnic origin, languages, sects, 

castes, quasi-castes as well as by class relationships originating in the 

processes of .economic production, having exploitative character. let us 
also be candid enough to acknowledge that most of the conflicts be- 

tween social groups based on religion, language, ethnic differences, 

regional location or class in recent times were essentially rooted, CX·: 

plicitly, or implicitly," in disagreement over the distribution of economic 

income, economic assets, and the consequent power thereof. The his- 

torical affinity of this society to produce conflict groups divided on 

communal cleavages is amply illustrated by the emergence and conftict 

between · the Hindu. and the Muslim Bhadralok elite ; the rise ·to 

numerical preponderence of Muslim Jotedars in the first half of- this 

. century and its relationship to the Pakistan movement; and in the. 

operation of vested interests in the enactment of the East Bengal 

State Acquisition Act of 1950,6 The origins of ·the Bangladeshi move- 

ment itself lies in an elite conflict among East Pakistani Muslims 

leading to the collapse of -lslamlc Solidarity' within the erstwhile polity 

of Pakistan·- a fact, if lost "sight of, may tempt one to visualize -the 

recent emergence of secularistic values as an act of positive volition:. 

Given such· historical progeny and social ·bases, the prospects of secu-. 

larism In the near future, depends critically on the way political and 

economic interests, represented by various. communal or class groups, 

choose to utilize the vast reservoir of religious, cultural, regional. and 

ethnic emotionalism that still continues to be a stark social reality 

today. That the tradition of utilization has -been unscrupulous and· 

ruthless needs no historical demonstration. In view· of its euphoristic 

optimism, (indicated above ), the Planning Commission would have done 

well to have again given some explanations as to why things might now have 

changed for the better. The· _ritualistic reference to the War of Liber- 

ation is hackneyed be) ond the limits of use and abuse, providing neither 

sufficient evidence nor sufficient guarantee of transformation of national 
character, 

Political Bconoay 



10. The para on socialism ( l. 4) has tangibly only this to say 

of it : •In Bangladesh today it remains a vision and a dream l' 
Eloquent as the remark may be, socialism means different things to 

different people, and the Planning Commission attempts to have the 

best of all worlds by making the perfect non-statement. To press the - 

point home, consider the list of possible variants among socialists : 

Utopians, Social Democrats Fabians, Labourites, national socialists, 
' socialists believing in armed struggle, socialists bypassing armed struggle. and 

socialists who have their intellectualmoorings in the writings of Marx, Engels, 

and Lenin. The 50 years of socialist movements in tho South Asian· 

subcontinent have thrown up an equally baffling plethora of socialist 

signboards. Indeed, as in Europe a few generations ago, -all roads lead 

to socialism', and the necessity of choice throws up the diabolical 

maxim that, "some socialisms are more socialistic than others', (para- 

phrasing Orwell ). Given this background of confusion and incredulity. 

the broad masses of people, essentially 'non-urban', -non-elite", and· 

almost 'non-entities' could at the very least have expected a formulation 

of the precise objects and contents of socialism from the planners of 

distinction, With equal incredulity, the Planning Commission could succeed 

in writing a Five Year Plan on the subject of attaining socialism with- 

out rigorously defining the term once in its social, historical and 

'political context, 

11. Some provisions in the Constitution are available however 

to redeem this inexplicable void. In the absence of a rigorous exposition 

of the objectives and mechanisms of socialism in our particular historical 

context, the elaboration of the Constitutional Commitment in para I. 5 - 

provides two important clues as to the manner of Planning Commission 

thinking on the subject. These concern the particular features and the 

model of institutional functions deemed necessary by the commission 

'for the building of a socialist society'. 

12. Invoking the Constitution, the necessary features of a socialist 

society are listed as follows : 

( i ) an exploitation-free society, 

(ii ) emancipation of the toiling masses from all forces of 

exploitation, 

(iii) every citizen enjoys the right to work ; 

(iv) all citizens are assured of equal oppurtunity &O ti.lat i!le 
society is effectively eiali!arian i 
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( v) enjoyment or unearned income is discouraged i .• 

(vi) private ownership of means of production is limited by law, 

As to the location of the socialist society in the spectrum of social 

evolution, the Commission says, -However we have to look beyond the' 

goals and achievements of the welfare state if exploitation is to be 

eliminated and. egalitarianism realized in the manner of a truly socialist 

society', 

13. A few things emerge from- the above. First of all, t~~ 

motley collection of attributes, .if attained, is expected to allow Bangladesh 

to become a '&ocialist' or a social democratic society, even though the 

structural interrelationships between them is far from clear. Secondly,' in 

the. absence. of definitions of terms such as. exploitation, freedom. from 

exploitation, unearned income and. an explanation of why and to what 

extent private property needs to be limited by law, it. is quite conceivable .. 

that a sizeable number of socio-political and socio-economic configurations 

of society will fulfill the above criteria, . in which case the inevitable, 

.if irreverent, question of distinguishing the •truly socialist society' from 

the others becomes obdurately unanswerable. Thirdly, the whole, 

approach of. synthesizing . or concocting a -socialism' by an eclectic 

blend of select attributes, witbo~t a rigorous. infrastructure of social 

and historical understanding begs skepticism by its inherent arbitrariness. 

Fourthly, eveuJf the selected attributes could be rigorously justified, the 

'sum total' of such attributes or symptoms or consequences. would not 

necessarily be equivalent to the concept of socialism itself, ( one is . 

. reminded here of a celebrated argument in ethics on the question of what 

is .. good, in which too, the notion of the naturalistic fallacy was inserted 

precisely to make the same point ). 

Fifthly, even though _we are told that. 'the truly socialist society' 

lies somewhere beyond the welfare state, its precise lccation even in 

ideational terms, or the question as to whether the welfare state inevitably 

lies on the time path of the process of attaining socialism, remain uncertain. 

14. As for the mechanism of institutional functions for attaining 

socialism, this is explicitty technocratic .. The various operational units 

are : a party which will gain the leadership and confidence of people, a 

whole generation of amazingly gifted cadres ( belonging to the political 

party) who will rouse and motivate the people, a bureaucracy who will be 

encouraged to become dedicated agents of plan implenentation . and. a •brains 

trust' Planning Comission at the centre which wi II provide the staff-work 
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16. In the next steps of the plan document, 'pre-conditions for 

socialist development' are discussed. Inferences are based· on the Planning 

Commission's Socialism ( P. C. S.) described above. The unsatisfactory 

nature of the P.C S. has also been indicated, and for the purposes of 

'discussion we shall contrast this with the content of Marxist Socialism 

(M.S.) with its roots . in the disturbing and incisive works of Karl Marx. 

This seems unavoidable, since given the wide range of' meaning 

possible, no critical discussion and. evaluation of any work concerned 

with socialism is possible without reference to some acknowledged standard 

·and in this respect, as well· as in terms of contemporary relevance, the 

claims of M. S. are indisputable. Our purpose will be merely exposi- 

.fary·; no judgement on a preference between P. C. S. and M. S. other 

than on grounds of rational consistency is intended. 

17. The Plan suggests that the removal of the capitalist system 

of income distribution, of the . private ownership of the means of production 

for the political decision makers. There are no references to social classes 

of historical repute ·such as the national bourgeoisie or the proletariat 

who figure prominently in the literature of socialism. In fact, with the 

single exception of the somewhat mythical cadres, anyone who cares to 

look up a Five Year Plan of Pakistani vintage will find the other insti- 

tutional units and their operational styles remarkably similar. We are 

therefore expected to believe that the same technocratic approach and 

ossified institutional structures which bred an inefficient capitalism and 

a stagnant agriculture in Pakistan times will now deliver the gcods when 

socialism is concerned J his remarkable act of faith would have been 

somewhat less credulous had it been substantiated with evidence to the 

effect that the deficiencies and systematic biases of the past as far as the 

machineries of plaoning and implementation were concerned had been or 

were on the way to being remedied, No such evidence exists.7 

15. A few evaluatory remarks are apt here and will help the subseq- 

.• 'uent discussion. Tne Planning Commision's socialism is an eclectic hybrid, 

built up of synthesized attributes, without any well-stated historical time- 

path and lacking any criterion to distinguish societies which are under a 

leadership genuinely committed to socialism, 'from societies which are not. 

This creates obvious operational problems Which have been skillfully 

avoided by -a model-building 'technocratic approach which has adeptly 

distilled off . most of the political and historical content of the debate 

on socialism. 
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and of the precapitalist mercantile or feudal forms of production 

relations is a necessary precondition for socialist development. The 

actual programme of socialist transformation is expected to be 

determined by the <objective conditions' prevailing in the sociey and the 

economy. It is suggested that the society will have to be prepared for 

these basic changes, particularly in land ownership relations. Stress is 

laid upon increasing productivity and growth of productive forces, and 

it is indicated that. -a traditional form of society generates values and 

habits that are antagonistic to the norms of productive works, manual labour 

and working discipline.' Indeed the overwhelming preoccupation of the 

P. C. S. seems to be to indicate as preconditions of -socialist development' 

the necessity of transforming a society with traditional values to a pro- 

. duction oriented society where work, discipline and savings are the basic 

tenets of economic activity. All this is asserted in the general backround 

of slackening production, indifferent management and growing labour 

' dissetisfaction. The call for shared austerity, mobilization of economic 

surplus forms another interwining theme, 

. 18. The preconditions for socialist development outlined above 

are so clearly in line with the basis of rational capitalism, say as 

propounded by Max. Weber, that one could neatly substitute the word 

-capiralism' for -socialism' (and the respective derivatives ) without creating 

any incongruities in the context whatsoever. This is not surprising given 

that socialism, as conceived by Marx, is a dialect.cal step from capitalism, 

both retaining and inverting some attributes of the latter. Put another 

way, the growth of rational universalistic values, the stress on production 

-, and the increment of material wealth, the eulogization of work, thrift and 

investment are attributes in which the two systems correspond, while jn 

respect of the class origins of the owners of the modes of production 

and holders of political power, they fundamentally differ. In the context 

under discussion the attributes of differences ( in terms of say the class 

character of the leadership ) are not even mentioned, while the values and 

attributes which are common are proclaimed and recommended. While 

this may create the illusion that the adoption of these values will enhance 

prospects of socialism, it can be persuasively argued that in a situation 

wh.re the working class is -not in power and in command of the 

-transition' period, the endproduct is more likely to be an indigenous 

capitalism. · The way to both systems overlap for a substantial part, 

· e.g. in the antagonism towards a feudal or a traditional Society, but 

eventually there is ~a cross-road where the paths divide. Our ·~o~oiny 
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is perhaps yet to reach this point of bifurcation, and given such logical 

misdirectives it may well take the wrong turn. 

19. The other precondition for socialist development, as outlined 

in the plan is the necessity of building a rank of political cadres dedicated to 

the realization of the P.C.S. Apart from the issue of the viability of the 

mobilization of such cadres, there are fundamental questions as to their 

effective roles and what they may achieve. The plan plainly asserts that 

we are a society in transition towards socialism without any attempts at 

justification. The viability of such cadres is coditional on the validity of 

this premise, given the Planning Commission's institutional model fer attaining 

_socialism. Barring this issue, the vrhole argument hinges on the assump- 

tion that there is a process of extended education, distinct from active 

politicization, which can be an input into the socialist transformation 

of society, and that this education can be imparted to the broad masses 

by such cadres, even though the society itself may be in a stage where 

the objective conditions are far removed from socialism ( and perhaps even 

antagonistic ) and the degree of commitment to it is even more insubs- 

tantial, Given that the structural paths of capitalism and socialism overlap 

to a substantial extent, whether such an -educational' attempt based 

on exhortation and a call to the emulation of personal sacrifices will 

succeed or misfire will depend on the balance of objective conditions. 

The singular irony would of course be if the stated precondition for 

-so cialist development' were to turn out to be eminently successful precon- 

ditions of an indigenous agriculture-based capitalism. An equally intriguing 

issue is raised by the celebrated query of 'who will educate the edu- 

cators.' The postulated cadres are indeed heroic beings almost 

unprecedented in the annals of this country and no one need denigrate 

their performance, were they to exist. An optimistic Planning Commi- 

ssion may speak for itself when it contends that, "The liberation war 

bas thrown up a whole generation of young men willing to dedicate 

themselves to the transformation of society. Leadership and organization 

can mobilise their talent and energies towards productive ends'. While 

· one would agree with the substance of the earlier sentence, the latter 

assertion conveniently forgets the weariness and disillusionment which 

has overtaken the Populace at _large and the cynical violence and the 

indifferent contempt of a youth who have lived to see their respected 

mentors go through hypocritical recantations of their earlier beliefs ; a 

background more · prone to generate potential delinquents and social 

misfits rather than sacrificing revolutionaries. 
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21. A few concluding. remarks are perhaps not out of place. The 

statement in the .plan document on the social and political perspectives 

, presents an appearence of lucidity which hides remarkable looseness in 

· phrasing and the methodology of definitions. Such an absence of intellectual 

foundations and rigour is to say the least more than disturbing given the 

grave responsibilities with which our planners are endowed. Whether this 

is the consequence of the urban-elitist bias as many scholars contend 

remains .to be convincingly demonstrated, Our tentative opinion would 

be that the work under review is more than a mere product of cereberal 

. worksmanship, The planners are more or less aware of social and 

political realities, .and their style of writing reflects a command of the 

language, jargon and rhetoric of the literature of socialistic struggle. 

20. The paper has dealt at length with some of the fundamen- 

tal presumptions and axiomatic assumptions ( or principles ) of the 

social and political perspectives of the plan. The central contention 

has been that most of the concepts involved have been either loosely 

defined or not defined at all and as a result what has assumed the form 

of broad guidelines are more arbitrary than rational in nature. Some, like 

secularism and socialism, have been treated with an intellectual carelessness, 

and perhaps an inadvertent sophistry, unworthy of a body of the stature 

· of the Planning Commission. This is all the more striking given the 

dire circumstances of the vast majority of the people and the impending 

socio-economic crises born of the incapability of the social and economic 

system to cope with the pressures of population and poverty. However. 

as a consequence of this, the wrong "type of operational· approach and 

an unsatisfactory direction of historical . change bas been adopted -by 

the planners. With such conceptualization and analytical. frameworks, the 

information amassed, evaluated and the policies recommended are all 

likely to inherit the irrelevance of the original presumptions and 

over simplifications. This is a second major contention of the paper, 

and explains ~al9ngwith the constraints of time and space) why no 

attempt has been made to evaluate the plan statements ·on the -objective 

conditions' and the detailed -socio-polirical' assumptions. In a sense we 

are questioning the yery objectivity of the 'Objective Conditions- so 

termed, since in our view the wrong questions springing from the 

wrong assumptions have been asked. The specific nature of our 

· disagreement in each instance has been indicated earlier and constitutes 

the bulk of this paper. 
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Footnotes 

Consequently the ambiguities, looseness, and logical distortions indicated 

above appear all the more disturbing. This constitutes a residual paradox 

to which the author, at this moment, has no answers. 
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1. -Commitment' may be taken to mean a -determined dedication' to 

a cause-to live, work and if necessary die, for the cause. It implies (a) an 

understanding of the basic fundamentals of the cause, (b) a mental deter- 

mination to serve the cause. and (c) ·physically doing things for the cause, 

and not doing things against the cause. Commitment to a plan would, 

therefore, mean an understanding of, a dedication to, and taking actions 

for the plan-both as a philosophy of development, and as an action 

programme. The •philosophical' put. of the plan would cover such matters 

as (a) identification of the sociopolitical perspectives, (b) determination of 

objectives and strategies, and (c) selection of an appropriate model for 

development. The •action' part would include \a) mobilisation of 

resources, (b) drawing up of projects and schemes, and (c) implemen- 

tation, with all its implications. The essential attribute of a plan is its 

-integrated' character, all its parts must integrally fit into a logically 

consistent and coordinated whole ; its parts are meaningful· only as 

parts of the whole, not as such. Commitment to a plan should, there- 

fore, mean a total commitment to all that is contained in a plan, and not 

merely to some of its features and provisions. 

2. It is almost axiomatic to say that no plan can succeed unless · 

there is total commitment behind it, on the part of everybody concer- 

ned and involved, the planner himself, the administration, the political 

leadership, and the people. But how do we get and ensure such commit- 

ment ? Can we get this commitment merely for the asking, or do we 

have to plan and work for it ? The following paragraphs will try to pose 

some of the problems involved. 

3. Is the planner himself comn-itted to the plan ? A silly question 

perhaps, but not always unreal. The Plannigg Commission consists of 

experts who may look at the same things in different ways ; experts who 

find it more difficult ( than non-experts ) to accept points of views of 

other experts. The ~lannin~ ex_per~s have to work on ~ consensus among 
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themselves, as distinguished from unanimity ; they have to commit them- 

selves to what is agreed on both individually and collectively. Further, 

they should have a sense of involvement in the implementation of the 

plan ; their stay in the planning Commission should be long enough to 

enable them some review of the progress of the plan on the ground. 

4. It is the Administration which is charged with the responsi- 

bility of implementing the plan ; therefore, the Administration has to 

be fully converted into a willing horse, who will not only go to 

water but also drink it. This is true of the entire Administration, 

although the Ministry of Finance and other 'Economic' Ministries have 

more to do, for implementing the plan. Ministries of Home, Law and 

Defence have to provide the required 'social' 'environment' conducive 

to all national activities, including development activities, for which the 

Economic Ministries are directly responsible. The total commitment of 

·the entire Administration is absolutely essential for the success of any 

plan ; every Ministry must do, at all costs, all that is required to be 

done in its own sphere, for implementing the plan. Every Ministry is 

assigned its share of responsibilities for the plan-what has to be done, 

what must not be done, and what 'counterpart' policies are to be adopted. 

The success of a plan wholly depends on the fulfillment of all these 

responsibilities, in full and not in part. 

5. Take, for instance, the Ministry of Finance ; the plan estimates 

resources available and mobilisable, domesitc resources are to come from 

revenue surplus, internal savings and some amount of deficit financing. 

The plan not only estimates these, but also lays down in details how 

additional revenues are to be raised. how non-development expenditure 

·is to be 'contained'. how internal savings are to be promoted, and so on. 

If the Ministry of Finance fails, to any extent, in any of these measures, 

plan implementation suffers. Again, the plan requires banks and financing 

institutions to lend specified amounts for development in different sectors ; 

if this amounts are not lent in full, whatever the reason, plan implemen- 

tation suffers. There are millions of such instances ranging over the 

entire administration. Some such lapses in doing the needful may be 

understandable for a five-year plan ; after all, estimates for five years may 

not be all realistic, but what about an Annual Development Programme ? 

But for a war, flood or cyclone. we should be able to have firm estimates ; 

and estimates re~llsticall~ m&de c~~ be f\1lfi1le~, if th~F~ is \:l~t~f!P~P~d 

WW: 
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8. The planner's job is really unenviable ; be is 'new' to govern-: 

merit, and hls work appears to interfere with that of every adminis- 

trator already settled in government. The latter bas a life-time expe- 

rience in doing things, and thinks that he knows all the •tricks' of 

his trade, including the new magic of development. And most important, 

it is be who will have to do the work on the ground. If he bas any 

mental reservation or reluctance, then we had it. Therefore, we must 

remove all possible causes of such a possible attitude on his part. He 

must be effectively involved in all stages of the process of plan making, 

through various Committees on which he can work with a feeling 

of due importance. Of course; the planner will have a more sensible 

idea about say agricultural development than Secretary Agriculture ; the 

problem precisely is for the pl&nner to conduct himself and his affoir~ 

6. Initial estimates of resources by the Planning Commission 

and tbe Ministry of Finance are always different ~ such differences are· 

usually resolved in series of meetings between the two, and finally at the 

level of th'! National Economic Council and the Cabinet and a final 

estimate emerges. Commitment to the plan of the Ministry of Finance 

means, quite simply but unambiguously, that the Ministry will have no 

mental reservations about these final estimates, and will turn the estimates 

into realities by taking all necessary steps as laid down in the plan. 

Similarly. the lending agencies will lend specified amounts assigned to 

each, to different sectors as envisaged and in the manner prescribed in 

the plan. They must not question the wisdom of the plan or of its 

esitmates at this stage, after it has been final!y approved by the Cabinet ; 

but must devise ways and means to fulfil the targets in their own respective 

spheres. This appears to be the crux of the problem of administrative 

commitment to the plan-i-some mental reservation, and some reluctance 

to take all necessary steps. 

7. That the administrator is not plan-oriented may provide only 

part of the answer to this problem ; but a significant part. may arise 

from the administrator's feeling of being rather neglected, and not 

adequately involved in the process or planning. Such feeling may be 

entirely wrong, but if he has such feeling, it can do a tremendous 

harm to our 'cause. To remove such a feeling real or imaginary from 

the mind of the body administrative, would require maximum ingenuity 

of the Planning Commission in dealing with what is essentially a 

human problem. 
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in such a manner that Secretary Agriculture 'on his own' suggests 

what the planner has really in mind. A sensible idea may be difficult 

to sell, but not impossible with sustained efforts. We sometimes say 

that Secretary Agriculture cannot always place Agriculture in the proper 

perspective of the entire economy ; are we sure that the planner can 

always place Planning in the proper perspective of the enitre govern- 

ment? 

9. The planning exercise should be done so that every Admins- 

trator (Ministry) feels that it is his plan ; he must not only be 

involved right from the beginning, but he must also have the feelieg 

that it is his work, and the planner bas come to help, and net to 

hamper, his efforts. Even when the inevitable cut has to be made in 

his proposals, it must be done in such manner as if he is himself 

making the cut on his own wisdom, and nothing is being forced 

down his throat. This is a near-impossible job, but not wholly impossible 

with understanding on both sides, the planner's task is extremely 

difficult - be must be able to carry the entire administration with him 

in the process of plan formulation. Only then will the administrator 

feel that he is Committed to the plan, and to all that has to be done 

by him for its implementation. Thus formulated, reflecting the combined 

wisdom of the planner and the administrator, a plan and its counter- 

part policies will be better understood by the latter ; he must then 

take all necessary steps for full implementation of the plan in bis own 

area ; if his existing ·rules of business' do not permit this, the rules 

should be changed and not the plan targets. 

10. Planning is essentially a political process; the economic 

exercise of 'model-building· has to be done within the framework of 

politically identified and determined objectives, politically mobilisable 

resources, and politically viable implementation. Political leaders of a 

government, therefore, must understand the full implications of planning 

and of a plan-the proper role of planning in the totality of government's 

work, and the specific provisions . of a particular plan. Most political 

leaders, at most times, are both more and less plan oriented than the 

administrators-more, because they know the hopes and aspiration of 

the people ( concretised in objectives and targets of a Plan ), and less, 

beause they have commitments made to their constituencies, which may 

deviate from plan discipline. Political leaders are, therefore, most 

enthusiastic about planning as such, but at the same time. may prove 

to be _more vulnerable to pressures and influences, which may induce 
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them to deviate from plan provisions, and may even run counter 

to a plan. A planner will have to work for reducing this latter possi- 

bility to a minimum, mostly by making full use of the opportunity 

provided by the former, namely, the politician's knowledge of, and 

commitment to, the hopes and aspirations of the people. 

11. The formal attempt to ensure the success of such work is made 

by appointing the Head of the Government-President or Prime· Minis- 

ter as Chairman of the Planning Comission, and all -economic' ministers 

as members of the National Economic Council. But this is only a first 

step ; a good deal of 'real' etf orts have to be made to sell the 'real' 

meaning of a plan to the Prime Minister and the National Economic 

Council. It is a mistake to presume their conscious understanding and 

commitment. Obviously, the Prime minister is too busy ; nothing would 

make him happier than to leave all matters of planning to the experts 

of the Planning Commission. Apparently, a Planning Commission may 

also feel happy at such arrangements, at being able to do or undo things 

as they please ; but it does not take long to discover that this has been 

wrong, because they had too many things to do or undo, many of which 

were supposed to be done by other Ministries. A big difficulty arises- 

the alienation of other ministries with long experience in executing deve- 

lopment activities, an extremely undesirable situation for the success of 

any Planning' Commission. It must not be forgotten that basically and 

essentially, the Planning Commission is not an executing Ministry, but 

a recommending Commission ; its recommendations on economic matters 

planned development, economic polices, actions to be taken etc.-are 

accepted by the NEC and the Cabinet, and are implemented by the 

executing ministries. A clear delimitation of responslbilities of both is- 

a must, for avoiding confusion and misunderstanding that may otherwise 

prevail. 

12. The Planning Commission should not accept responsibilities 

that do not belong to it, and should have greater responsibilities in 

matters related to planned development. It will be suicidal if the Deputy 

Chairman, Planning Commission has no knowledge of, and say in, the 

formulation of the National Budget, which is the principal instrument of 

implementing the Annual Development Plan. As a matter of fact, all 

economic policy papers for consideration of the cabinet should be 

jointly prepared-by the Ministry and the Planning Commission. The 

first drafts of such papers should be made individually by the Ministry' 

and the Planning Commission, which should then be finalised in one or 
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more joint meetings of both and finally at the NEC. Any unilateral action 

in such matters should be avoided at all costs. 

13. In order to ensure full commitment of the political leadership, 

the National Economic Council should be involved in plan formula- 

tion at all stages. The very first stage in the planning process is the 

determination of the objectives of a plan ; this must be done by the 

NEC itself, of course after considering the recommendations of the 

Planning Commission. Then, at every other stage-e. g. fixation of targets 

and priorities, estimates and allocation of resources, drawing up of 

projects and schemes, formulation of Annual Plans - the NEC_ishould be 

effectively associated and involved ; it is they who should finalise these 

and make recommendations to the cabinet ; their decisions should not 

be confined merely to the approval of schemes, but should more 

imprortantly, be extended to these fundamentals of plan formulation. 

And this must be done during the pr ocess, not at the end, when all 

these have been finalised by the Planning Commission, 

14. The NEC may feel that these complicated and sophisticated 

matters are for the experts to deal with ; the planning experts may feel 

that it is both unnecessary and futile to try to sell to NEC the compl- 

exities of, say, accounting prices or model building or consistencies. The 

fact of the matter is, however, otherwise ; it is absolutely essential for 

the NEC to understand, get involved in, and take decisions on these ; 

without this the planning experts cannot do their jobs properly. And 

a Planning Commission must do its •extension' work, and be able to sell 

its expertise to the real users the decision makers in the NEC. Thus in- 

volved, the NEC will have greater awareness of, and concern for, pla- 

nning matters, and will develop a more conscious sense of commitment to 

the plan-what is sought to be done and how, what policies have to be 

adopted, and what sacrifices have to be made by whom. If these are 

NEC's conscious decisions, after proper briefing, the possibility of any 

deviation from the plan is likely to be reduced significantly. 

15. Planning is for making human life -fuller' richer and more · 

resourceful ·in terms of all experiences more and better, food, clothing 

shelter, employment etc., as also higher cultural experiences. All plans, 

therefore, seek people's patricipation and commitment for better 

knowledge of what they want, for persuading them that it is their plan 

for their benefit, and for better implementation. Chances will be better 

for people's commitment to undergo the sufferings implied in the plan, 
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if they know the broad features of the plan and participate in its formu- 

lation. But how to ensure this knowledge and participation ? Part of this 

job may be done in public meetings, of formally and legally constituted 

People's Councils, which have to be made integral parts of the whole 

planning machinery. As a matter of fact, the People's Councils should, 

as of right and not by sufferance. take initiative in the process, and the 

first broad ideas may be mooted by them ; on this sophistication and 

refinement are added at the subsequent stages of plan-making. The 

question is how much will the people understand ? The answer is : a 

good deal of the broad features of the National Plan, and almost all 

details of local plans, if we can do our extension job properly, namely, 

present our plan to them in their language and in a way that they 

understand. It is a supreme test of the planner's capacity to sell the 

plan ; people must be made to understand, whichever the way and 

whatever the cost ; otherwise plan implementation is bound to suffer 

very significantly, 

16. There is a small section of the people-the so-called intelli- 

gentsia-who would not only understand the plan much more easily 

than the masses of the people or their Councils, but may help in a big 

way in securing people's participation. The intelligentsia already have 

their formally constituted bodies-universities, research institutes, profe- 

ssional associations, college teachers associations, chambers of commerce 

·and trade, bar associations, students's unions etc. It will be a distinct 

advantage if their considered views are sought, if specific issues in 

planning are placed before them, if specific assignments are given to them. 

Even if all of them do not respond; some of them will ; experience 

shows that such association of outside opinion has always been of advan- 

tage to the planner. 

17. A planner's interest are many and multifarious : his sources 

of inspiration have also to be many and multifarous ; plan-making must be 

-decentralised' and -popularised' to the maximum extent. Then, once a 

draft plan is made. it should be thrown open to a national debate, 

including a debate in parliament ; .let. all manner of people talk on the 

plan ; there will surely be some sensible suggestions coming up. The draft 

plan can then be finalised incorporating any new ideas that might have 

o<;>m~-by the Planning Commission, the NEC and the Cabinet. Even 

a final_ly approved plan remains flexible , it is the Annual Plan which 

assumes some rigidity, due to budget provisions being made for its fina .. 

cing, this inherent flexibility of the plan makes i~ ideally suitable for 
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18. Practical commitment to the plan, namely, to do all that is necessary 

for implementing the plan, involves more and better work for every- 

body, more taxes to be paid by those who can, and drastic cut-down 

of unnecessaey and ostentatious expenditure at all levels-personal, social, 

institutional and governmental. Poverty may not be shared immediately, 

but austerity must be shared here and now at all levels. as nearly 

equally as possible, and demonstrably so. A national exhibition should 

be held every year to demonstrate what sacrifices are being mady by 

those who have (either of their own or from govt. )-how many luxury cars 

are surrendered, bow many car-owners start riding bicycles. how many 

luxury house-owners move to utility flats, how many luxury smokers 

turn to utility smoking, how many weddings serve only sherbat, and so 

on and so forth By themselves, each one of these sacrifices will probably 

look small ; all together they are not ; and what is most important is 

the salutary effect such demonstration would have on the people-their 

confidence in what we say, and their own urge to make whatever little 

sacrifice they can. PeoP,le have never failed the leaders. it is leaders, 

who have failed the people Leaders must lead m sacrifice 

too ; leaders everywhere - in politics and government, in business and 

commerce, in universities and colleges, in towns and villages If this 

essential t irst step is taken, seriously and earnestly, only then other steps 

will follow which may show us some light in our efforts t-1 remove existing 

darkness and confusion. 

inviting outside participation in the process, getting as many people 

as possible involved, and thus mentally committed to the plan. If this 

is not . done, people's interests in the plan -can at best be indifferent 

and an-involved, and at worst hostile and antagonistic. 
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1. I'lanning is a conscious and delibei ..ire exercise in harnessing all 

resources available to a nation. for producing more and better goods 

and services, Its aim is to usher in a -fuller, richer and more resourceful' 

life for all people, by widening the horizon of their experiences in all 

fields-material and non-material. The planning process may roughly be 

divided into the following stages : 

(a) Determination of Objectives, 

(b) Concretisation of Objectives into specific Targets, 

(c) Estimate of Resources - human, material and financial. 

(d) Fixation of Prioritiesayllocation of Resources, 

(e) Drawing up of Projects and Schemes, 

(f) Inplementation in phases - Annual Development Programmes. 

2. Planning implies an overall National (and international) perspective 

of what needs to be done, and what can be done ; and requires a 

central viewing of the problems and possibili.i .s. Such an exercise can 

be done at its best in a socialist society which (a) abolishes private 

property and brings about social ownership of means of production, 

and (b) is committed to exploitation-free production relations and 

equitable distribution of what is produced. Planning thus finds its 

natural home in socialism ; the central planning authority is in a position 

to take the required overall view of the situation, and can ake up its 

functions and responsibilities with authority, confidence and effectiveness. 

We may regard such planning as socialist planning. 

3. Democracy is classically defined as a "governmeut of the people, 

by the people, for the people", not only i.i fact, but also in law. 

People are supreme, and government is subservient to them - owing its 

existence to them, and justifying that existence on performance of good 

acts for them, In parliamentary democracy, peoples' supreme authority 

i~ exercised through ~he ~eoer~t election of the national parliament a~ 
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frequent intervals. Government is accountable to parliament for it11 
actions, and thus to the people. AU laws are made by parliament ; 

government's action and decisions are subject to approval and review 

by parliament. There are more than one political party in the country 

and in parliament ; government is formed by a majority of members 

( one or more parties ) ; and there is an opposition to keep the govern- 

ment -on its tees' all the time. 

4. Parliamentary democracy and free enterprise capitalist economy 

have grown together ; however, it was soon realised that individual 

liberty, guaranteed under democracy, could not be allowed to mean a 

licence to destroy the liberty of others, or to benefit at the cost of 

others. Thus began the history of social legislation-Poor Laws, Factory 

Laws, Labour Laws, Social Security measures, Land Reforms, New Deal 

-rneasures, etc, All these were motivated by considerations of the 

common good, as distinguished from individual good, at any cost. A 

government of the. people had to prevent certain evils of unbridled 

individual ·freedom, as also to promote some positive action towards 

'peoples' welfare. This latter, in particular, motivated a democratic 

government to evolve policies to encourage productive activities by free· 

entrepreneurs in fields considered desirable, and discourage activities 

. considered undesirable, by the government. Such economic policy-making 

was isolated to begin with hut as time went on, attempts at coordination 

and integration of economic policies were intensified ; economic ministries 

sat and worked together, under the auspices of the Ministry of Finance 

which was growing more and more powerful. Aggressive efforts at 

integrated policy-making helped some democracies to guide, and even to 

goad, the private sector to undertake desirable activities. 

5. But the private sector would not go in for certain activities 

under any circumstances · activities in which initial investment was too 

big, gestation period too 'long, andjor price of product liable to be fixed 

by government.c.public utilities or infra-structural facilities. Therefore, 

government had to come in directly for some of these activities, but their 

scope was extremely limited, purely incidental, and merely designed to 

pave the way for the growth of the private sector in productive activities. 

The public sector began to, take a shape; giving birth to what is now 

known as a mixed economy. Three clear trends may be identified in 

the development of mixed economies : 

~a) The respective roles of public and private sectors were the 

. res\llts of a purely prasmatic approach, 1,n1g~r which the public 
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7. Difficulti s of planning in a mixed economy do not take long 

to manifest them Ives-planning utilisation of privately owned resources, 

estimating human apabilities in the private sector, adopting policies 

and waiting for e private decision - makers to react. Planning implies 

action rather than reaction, and thrives best under circumstances of 

full knowledge of where we stand. Socialism may guarantee this full 

knowledge in three respects ; 

(a) social ownership of means of productionjresources, which 

enables appropriate priorities and allocations, 

(b) social determination of production targets and exploitation free 

production relations, wnich i~ an unambiguous objective, anq 

6. Planning appears to have taken a decisive step at this stage 

of the growth of the mixed economy ; although means of production 

are all privately owned, certain critical inputs for development are not ; 

these inputs have to be allocated to different uses-either directly by 

rationing, or indirectly through price differentials. Tbe public sector 

programme has to be •planned' in a fairly detailed manner : targets to 

be fixed, resources mobilised and allocated on determined priorities' 

and projects and schemes drawn up and implemented. Overall objec- 

tives=-flying or floating so long-have to be determined for the entire 

economy, including both public and private sectors. Total resources 

have to be estimated, mobilised and ear-marked for public and private 

sectors. Conscious decision has to be taken on what the public sector 

will •disinvest', and what it will hold on to, as a lasting and permanent 

responsibility. An appropriate -policy-rnix' has to be formulated, designed 

to ensure the fulfillment of the respective roles of public and private 

sectors 

sector was forced to do what the private sector would not 

look at. 

(b) The private sector was given responsibility for all directly 

productive activities, and the public sector was required t.o 

produce infra-structural facilites for helping, inducing suppor- 

ting and sustaining the private sector. 

(c) Both public and private sectors were given well-defined juris- 

dictions-lhe public sector producing infra-structural facilities 

and also certain 'strategic' and -critical' goods and services 

continued to be produced by the private sector. 

PolHical Economy 



9. Classical democrats, however, insist that one party rule is un- 

democratic, that democracy is rule by consensus and not by unanimity, 

and (perhaps also ) that in a parliamentary democracy, parliament itself 

will reflect the hopes and aspirations of the people. There is no reason, 

therefore, to think that a parliamentary democracy should not be able 

to bring about socialism. People in their own interests will vote for 

a socialist system-social ownership of means of producton, exploitation 

free production relations, and equitable distribution of what is produced. 

10. Surely, parliamentary democracy can commit itself to socialism; 

but difficulties may crop up in the way of fulfilling this commitment· 

With multiple parties, commitment to socialism may vary from •partial' 

to •total' with powerful class interests, consensus may be difficult to 

(c) provision of a powerful central authority, which would serve 

as an effective agency for an overall view, planning, and 

review, of the development of the entire economy. 

8. Social ownership of the means of production and social deter- 

mination of production targets should, however, be distinguished from 

more state ownership or nationalisation, and mere governmental decisions 

on allocation of resource's and determination of production targets. Such 

a central authority's planning functions should be so performed as to 

effectively involve not only other agencies of government, but also the 

people. Socialist State has to evolve formal institutional arrangements. 

through which people are effectively involved in the whole process 

of decision making. In fact, decision making is initiated and processed 

through people's councils, communes or committees in factories and 

farms, the last stage in the process being the formalisation and finalisa- 

tion of decisions by governernnt as such. The people's councils are 

legal, formal bodies created by the constitution, and exercise tremen- 

dous influece on mobilising social opinion on all matters, including 

those relating to planning decision. All decisions are made jointly by 

government (through executive and legislative organs) and the people 

(through elected councils, communes, cooperatives etc. ) each working as 

complementary and supplementary to the other. Such a system works 

best under one political party ( dictatorship ?) ; classical socialists regard 

this as the highest and noblest form of democracy-c.socralists democracy, 

in which people not only vote and elect their representatives once in 

five years, but also participate regularly in all matters of administra- 

tion. 
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attain, and even when attained, may not be for exploitation-free produc- 

tion ; relations even if powerful classes are destroyed in a planned manner, 

'classless' peasant society may not vote for abolition of private property 

in land, the operation of local councils or communes may suffer from 

lack of consensus. The answer to these difficulties will lie in a consensus 

among the political parties themselves-itself a difficult task, but not 

impossible with imaginative leadership. Many democracies have such 

political consensus on foreign affairs ; why should it be imposible to arrive 

at a consensus on such a vital matter of state principle as socialism ? 

Such consensus is a must; consensus should be on the phasing of the 

socialist programme, which itself bas to depend on the availability and 

mobilisability of required manpower resources, above everything else. 

With such an agreement, political ·parties will still have plenty to fight 

about, as to how, each one of them promises to •deliver the goods' 

of maximising production and equalising distribution. Thus conceived, 

a parliamentary democracy may not face insurmountable difficulties. in 

introducing social ownership of means of production, social determination 

of production targets and social dispensation of the fruits of production. 

The theory of the -free vote' may even work as a psychological incentive 

to people to -live and die' for socialism. 

11. The pro Wern that remains true in all systems of planning, and 

appears uppermost in planning under democracy, is how to ensure 

people's participation in the process. How much of the prosess can 

really be understood, and participated in, by the people? Will the 

people understand the complexities of objectives and targets and 

resources and priorities and allocations and feasibilities? People are 

every-where illiterate, compared to the planning experts; therefore 

this looks like being an impossible problem, namely, to bring home 

to the illiterate masses the complexities of resource allocation or accounting 

prices: for instance, or the feasibility of a bridge on the river Jamuna. 

Primarily, this is an extension problem, and an extension worker .. the 

planner in this case • succeeds only to the extent he is able to bring 

. his expertise, home to the users. And secondly, what do we realy want. 

the peaple to understand· all the detailed calculations of accounting· 

prices or model-building ? Or, the basic fundamentals of the planning 

problem in respect of objectives, target, . priorities and allocations? 

Even fundamentals of accounting prices or feasibilities should not 'be 

difficult. to 'sell' to .a , man of commonsense ; . and people have pleniy 

of common sense, let us not doubt that l · 
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12. People's understanding of these fundamentals will depend largely 

on how early in the whole process we involve them, and in what manner. 

Part of the job can be done in public meetings, but a more important 

part has to be done in regular meetings of formally constituted local 

councils and committees. These bodies should be involved right from 

the beginning of the process, and should take ·the initiative, as of 

right and not by sufferance. Experience will probably tell us that 

sometimes they can throw up very valuable ideas indeed. Even without. 

new ideas, such integral partiepation will make the plan the people's plan, 

which can then be implemented better. 

13. There can be a small private sector under socialism, with its con- 

commitant of market forces ; but such private sector activities will be 

extremely limited, and primarily for purpose of recreation and relaxation, 

so to say, having no impact on the main stream of economic activities, 

which are socialised. In parliamentary democracy, which seeks to establish 

socialism through stages, the private sector and market forces may occupy 

a larger component of economic activities-both in quantity and quality .. 

This poses a danger of the possible continuation or exploitation in the 

pirvate sector, as also of the growth of powerful vested interests, which 

may hamper progressive realisation of the programme of socialisation. 

Therefore, a parliamentary democracy will have to clearly define its goal, 

and plan its private sector activities with pre-determined objectives .of'. 

avoiding exploitation, promoting greater and greater egalitarianism, and 

paving the way for eventual liquidation of the private sector. 
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The sovereign republic of Bangladesh was born out of a grim 

liberation war imposed on the people of Bangladesh by the West Pakistani 

military clique. It was a war again-t the massive verdict of the people 

of Bangladesh as democratically expressed in the elections of 1970. 

Democratic polity was repugnant to _the then West Pakistani military - 

industrial - bureaucratic clique because it would end their dom enation 

over Bangladesh. They went into the war to keep the people of 

Bangladesh under the political, economic, administrative, cultural and 

military bondage of the West Pakistani ruling clique. The people were 

kiiled by the naked use of brute force, by bayonete, machine guns, 

ta_nts, artillery, aircraft, navy and other modern sophisticated weapons 

Even women were subjected to the most savage and inhuman treatment. 

Never before in human history did the brutal massacre of a civilian 

population by an organised armed force occur on this scale. The whole 

nation was .. involved in it. All the progressive forces latent in the 

society had thrown themselves into the liberation struggle under the 

leadership of Sheikh Mujibur Rahman to drive out the colonial aggressors, 

to drive out the West Pakistan military personnel to liberate the nation, 

to win back independence and freedom of our motherland, to be the 

masters of our own destiny, to give our people a decent standard of 

Jiving and happiness, and to restore the cultural and spiritual values 

of our people. Such was the deepest aspiration of Jl!e people of 

Bangladesh. This was the motto of our liberation struggle. Our goal of 

complete and total independence was irrevocable, Every one knew it. 

We in Bangladesh sometimes show a tendency to commend ourselves 

merely for the abstract goodness of our asserted purposes, without 

regard to whether our purposes have been fulfilled, We very often 

inclulge in talks on democracy and "Scientific" socialism, but do we 

realise that mere talks leads us no where ? It is sometimes said in 

extenuation of deficiencies in our real political life that after all, 

Bangladesh as a state is [us; 2 years and four months old, It is a 

faq, But do we realise tha~ the circumstanees of politics at home 

Social And Political Perspective of 
The Five· Year Plan 

By 

Mugaffar Ahmed Choudhuri 

Dacca University 



·and abroad, permit no people to claim such exemptions from 
responsibility as might be appropriate to a child ? A nation can earn 

the respect due to maturity by itself acting maturely. We in Bangladesh 

have an unfailing capacity for producing scapegoats - this itself a sign 

of persistent colonial character in a juridically independent peoylc. I~ 

Bangladesh there appears . a "they" - never a "we" to blame for whatever 

is wrong. Bureaucrats and populace blame each other. Politicians blame 

each other. Politicians and officers blame each other. IO. a situation 

like ibis discovery and confession _&re the first essential steps in the 

correction of faults. By mature, honest and candid .self.appraisal and 

. self-examination in place of self-praise and self-glorification we can 

best progress in earning the esteem covet. 

To set our problems in their proper perspective, .it is well to begin 

with some of the characteristics of the past from which Bangladesh 

emerged as a sovereign republic. 

For many centuries before partition in 194 7 the type of Government 

our people lived under was imposed by the right of conquest, it lacked 

the ingredient of consent. The British rule which, let us acknowledge, 

taught us administrative integrity, constitutional procedure and proprieties, 

was one of the phases in this long tradition. The traditions, usages, 

and premises of self-government were lacking. 

The Government and popular aspiration turned on each other as 

counterforces. 1he rulers inevitably regarded their power as something 

to be exercised despite the will cf the governed. The ruled looked upon 

the government as something set against their own interests and purposes. 

In this situation the government had authority only in a narrow of sense 

of being able to compel compliance but not in the deeper moral meaning 

of having the faculty to elicit consent, to lead and to bind in conscience. 

In such a situation law was what the rulers ordained. It could not 

partake the character of the rule of law .as a concept of the rulers being 

amenable to a set of purposes and restrained by limits established by the 

consent and will of those subject to their authority. 

The inherent weakness of the colonial government lies in the alienation 

between administration and popular aspiration. Administration carried 

on without a sense of accountability to popular aspirations is deprived 

of imagination ; at best it tends to be sterile ; at worst it becomes oppre- 

ssive. The evocation of general political aspirations without due regard 

fw actual operatin¥ requirements and limits of ~overnmeut results t<;>Q 
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The assaults on democracy - democratic values and democratic 

procedures . were many. The crude and rude destruction of the political 

framework in Pakistan and the imposition of outright military dictatorship 

in 1957 were the crowing points in the grievious attacks on democracy. 

The military dictatorship did 'not have any basis in legitimacy. It was 

preceded by a number of deliberate and calculated attacks on democracy. 

·The destructive and naggnig feud between the legislature and the 

executive .was a cle~r demonstration of the continuation of the viceregal 

tradition of" British India in pakistan, and in this, the supreme power 

Cas vested in the executive. The legislative authority which existed 

on assignment by the British Parliament was sup -rimposed on a powerful 

executive and bureaucracy. In 1947 the power of parliament was devolved 

on a Constituent Assembly which was indirectly elected. Out of this 

experience grew a quarrel over supremacy between the executive arid 

the legislature. It was dormant in the days of Muhammad Ali Jinnah 

and Liaquat Ali Khan. It raised its ugly and menacing .head during 

the regime over which Gu!am Mohammad and Iskander Mirz.i presided. 

Each scorned politics and political process, except his own ruthless 

kind. Each was possessive of an executive ascendancy., regarded with 

repugnance the very idea of a parliamentary experiment in Pakistan 

and preferred a presidential government without · realising its nature. 

Both of them had neither any touch with, nor any faith in, the masses. 

Politics as a business of producing consensus was beyond them • something, 

fearful and strange, The focuss was not on the growth of Institutlons 

pµt on a disgraceful quarrel over preferment. _ It 1~9 to ~ baleful ~~rie~ 

:often fo 'producing giddiness .and demagoguery. Political communication 

1s 'deprived of hard realism; and result is very often the politics of 

'agitation,' procession, and utopia. The essence of a sound government 

requires a continual dialogue between actuality and aspiration, between 

administrative authority and political leadership. 

But the same tradition of rule of authority and not of law persisted 

in the then Pakistan from 1947 to ]971, and the same kind of 

alienation in reality between the rulerd and the ruled, continued unabated. 

They showed little concern for the Government to be built on the 

freely given consent of the people. It was manifest in the crude 

attempt to replace the Bengali language, the mother tongue of the 

people of Bangladesh by Urdu. Bengal revolted. 1 he rulers had to 

yield. But their idea and attitude was clear. 
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Such· was the setting in brief in which Bangladesh had to fight for · 

its honour and its freedom. We fought for freedom. We won our in- 

dependence, Bangladesh is free. Independence gives us the power and the 

right to· strive to amount to something worthwhile-not just. the oppor- 

tunity to drift into ineffectuality and frustration. We now must concentrate 

on a re-examination, re-assessment and analysis of our problems so that 

we can -understand the goals of our independence-political and social. 

We must undertake self-examination and self-analysis. We must now 

ask ourselves : are we clear, are we honest and candid about our political 

and social objectives ? We must have a clear conception of the social 

order that we wan; to evolve in Ban~ladi;slf~ We fQll§t q~ve ~ vivid and 

The relationship between what was then called West Pakistan and . 

East Pakistan was based on an unnatural and frazlle foundation. It was 

aggravated by 'obvious factors-the language barrier and the geography. 

Socially dissimilar there was no recollection of common history and 

concord to bind them. Even religion was used for exploitation. At the 

seat ofthe central government, Bangalis bad scanty representation. They 

bad no worthy place in the army. The Civil Service at the upper levels 

was West Pakistani show. Animosities between the then provinces-West 

and East-i-agravated by the Government created economic disparity wor- · 

sened the bad relationships between the organs of Government, and vice 

versa, and in this situation the creative possibilities of political life were 

missed altogether. All efforts for reconciliation ended in a miserable fiasco. 

The failure of the legislative principle in Pakistan had been too obvious. 

to be denied. With it the idea of constitutional government and· of. 

democratic processes came into disrepute. 

The removal of the late Suhrawardy from the position of Prime 

Ministership of the then Pakistan while denying him a trial of strength 

and confidence in the legislature drove the last fatal nail into the coffin 

of democracy in Pakistan. 

of plot and counterplot of the executive against the· legislature and 

vice versa, culminating in the forcible destruction of the first Constituent 

Assembly in 1954. The system of goverment in. Pakistan was rooted. 

in an executive and bureaucrative scorn of political process. -The 

bureaucrats distrusted politicians. 
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I propose to discuss all these objectives one by one, 

Our social and political ideals are democracy, socialism, secularism and 

nationalism. We are engaged in a quest for democracy through the 

realisation of justice, liberty, equality and fraternity. We are committed 

to the realisation of a socialist society, free from exploitation, - through 

the democratic process. In other words, we are committed to socialism 

tbrough consent. 

Further pleading that it sh all be a fundamental aim of the state 

to realise through the democratic process a socialist society, free from 

exploitation - a society in which the rule of Jaw, fundamental human 

rights and freedom, eqa1ity and justice, political. economic and social, 

will be secured for all the citizens. 

Pledging that. the high ideals of nationalism, socialism, democracy 

and secularism, which inspired our heroic people to dedicate themselves 

to, and our brave martyrs to sacrifice their lives in, the national liberation 

struggle, shall be the fundamental principles of the constitution ; 

11We, the people of Bangladesh, having proclaimed our independence 

on the 26th day of March, 1971 and through a historical struggle for 

national liberation established the independent, sovereign people's Republic 

of Bangladesh ; 

The basic outline of the socio- political philosophy which should. 

govern all our institutions, economic and political as well as educational, 

are indicated in the preamble to our constitution. It reads : .. 

clear picture of the polity for which we fought and which we want to 
eastblish in Bangladesh. Our entire economic planning, may, the national 

. planning must derive its guiding principle from the aims of the social and 

political order that we want to establish. and also the nature of the 

civilisation that we hope to build. Unless we know whither we are tending, 

we cannot decide what we should do and how we should do it. Societies 

like men need a clear purpose to keep them stable in a world of bewildering 

change. 
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The socialist pattern of society is not to be regarded as some"! 

thing fixed or rigid. H is not rooted in any doctrine of dogma. 

Each country has to develop it according to its OWJ;l genius, traditions, 

experiences and social realities. Economic and social policy has to be 

shaped from time to time in the light of historical circumstances. It 

is oejther necessary nor desirilbie ihat the eco11omy shou1a be~me a 

The two basic problems which confront our society to-day are 

the problem of a planned economy and the problem of the right 

development and use of our human resources. These problems are 

basic in the sense that their solution is a condition of survival. These 

problems might conceivabley be solved by other than democratic means ; 

but the task of mass democracy to which we are committed,-the 

egalitarian democracy, to the planning and public control of economic 

process - is to meet known and recognised needs by methods that are 

compatible with democracy, and to do it in time. We need a strong 

state exercising new, remedial and constructive functions. To reconcile 

democracy with planning for socialism. we must admit, is an extremely 

difficult and complex task. But it is the only course which may yet, 

if internecine war is to be avoided, enable democracy to survive. 

We have reached a point in history which clearly implies a process 

of transition from the old orddr to a new social and economic order 

in which the state is called upon to bring about a large measure of 

equality than ever before between its citizen-fair shares for all. You 

may call it a welfare state or social service state or simply socialism. 

The essence of socialism resides in the manner in which production 

is organised, in the pruposes which inspire the public control and 

planning of economy. You cannot plan for inequalities now-a-days. 

It must become the main purpose of economic policy to eliminate 

them. This is the political connection between planning and 'socialism. 

Socialsm - let us face the fact honestly and squarely also implies that 

the private ownership of the major and key factors and instruments 

of production should be brought under public ownership. With them 

should go, too the class structure of society with all the privilages 

It. has annexed to the system of ownership it has maintained. This 

is the ultimate ideal to be achieved through a democratic process. 
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We are committed . to a' democratic polity. I~ is enshrined in our 

constitution. It is our duty to analyse, understand and translate the 

.democratic values and methods into actual deeds. 

POLITICAL PERSPECTIVE 

monolithic organisation offering little play for experimentation as to 

forms or as to modes or functioning. Private and public sectors may 

co-exist as they have been in many sccialist countries at least in the 

initial stages. The private sector has to play its role within the frame- 

work cf the comprehensive plan accepted by the community. Private 

enterprise, free pricing, private management are all devices to further 

what are truly social ends ; they can only be justified in terms 

of social results. Again, the expansion of public sector should not 

mean centralisation of decision-making and exercise of control. The aim 

should be to secure an appropriate devolution of functions and to 

ensure to public enterprises the fullest freedom to operate within a 

framework of broad directives. There is considerable scope for experi- 

mentation in the structure and · management of public enterprises. 

What is important is a clear sense of direction, a consistent respect 

for certain basic values and a readiness to adapt institutions and 

organisations and their rules of conduct in the light of experience. 

The formulation of planning un-washed by the wave of hard. and 

practical experiences of seasoned administrators may be largely devoid 

of realism. The goals of a democratic socialist order are clear. It 

should ensure both freedom and equality for all. The national economy 

should be so directed that the periodic crises which are inherent in 

laissez faire systems should be avoided. The main goal is that full 

employment should be secured for all who are able to work and that 

"in a free society. The goal should be to secure a national minimum 

standard below which no man or woman should be allowed to fall. 

Our natural and material resources and national manpower must be 

applied to the production of things and goods that are most needed, 

rather than of those things which can be sold at the highest profitj 

Service, not private profit, is the goal of socialist economic order. The 

state should so plan and direct our international trade that our veiy 

, limited and scarce resources are used to bring in these overseas supplies 

of which we are most in need, and on the most favourable terms, 
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The democratic institutions and processes are complex and many and 

include the following ;, 

Democratic values cannot be translated into reality except through 

democratic institutions. They are so fundamental to the ·successful operation 

'of democracy that they are often identified with democracy itself. ' 

DEMOCRATIC INSTITUTIONS AND PROCEDURES 

Democratic values are many and include the relative optimism 

about human nature rejecting the Hobbesian characterisation .of man as 

"nasty, brutish, short and hollow" ; state and government are not ends 

in themselves but means to an end ; a profound faith in the sanctity 

of human personality; the right to resist an oppressive and unethical 

government through constitutionally sanctioned methods ; freedom of 

thought which means not merely freedom for thought with which we 

agree but freedom for the thought we dislike or even hate ; the supremacy 

of the civilian authority over the army ; freedom of conscience which 

signifies freedom to pursue one's own religion, and this is called secu- 

larism involving not the negation of religion and its absence but implying 

the neutrality of the: state in religious matter. 

A parliamentary democracy that we have chosen for our country 

implies the responsibility of the executive to the legislature. The Govern- 

ment is to go out of office when a vote of no confidence is passed against 

it in the legislature or through defeat in a regular election. All branches 

of the Government are to work within the framework of a constitution. 

The conduct of the executive leadership, of the army and the police, as 

well as of the judiciary, is limited and confined by constitutional, 

conventional, and legal limitations. 

Democracy, whether it is viewed as a frame of government or as a 

way of choosing our rulers or a fundamental political method of arriving 

at decisions on all major issues or as a regime of civilian rule through 

representative institution and public liberties, or a way of society with 

·justice and liberty for all or as a way of life in which each individual 

is entitled to participate freely in the values of the society-implies that 

people are the source of all power and that sovereignty inheres in the 

'people. 

. . . . 
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(a) Direct election on the basis of universal adult franchise. The 

election must be f ull, free, fair, unfetter id and direct, The right 

to franchise is basic to liberty and a citizen excluded from it is 

unfree. 

(b) Political parties are essential to the successful working of rep- 

resentative democracy. Whether parties are good or bad, no 

democratic system has, upto now, found a satisfactory substitute 

for them. The satisfactory working of political parites pre- 

supposes that there must be broad consensus among the over- 

whelming majority of people on what Cr omwell called "fundamen- 

tals," so fundamental that the even thought of conflict enter 

into the minds execpt of an insignificant minority. It also depends 

on the parallelogram of economic forces in a society and their 

relations to its political structure. Did not Madison observe 

that '•property is the source of faction ?" 

(c) Parliamentary democracy implies a government by the majority 

with the willing consent of the minority. "Parliamentary govern- 

ment, as it is understood in the United Kingdom, works by 

the interaction of four essential factors : the principle of 

majority rule ; the willingness of the minority for time being 

to accept the decision of the majority ; the existence of great 

political parties divided by broad issues of policy, rather than 

by sectional interest ; finally the existence of a mobile body of 

political opinion, owing no permanent allegiance to any party and 

therefore able, by its instinctive reaction against extravagant 

movements on one side or the other, to keep the vessel on an even 

keel ''observed the - Joint Select of Parliament on Indian Consti- 

tutional Reform" (session l 933-34 ; 1934 H.2) (l part ; paper 11, 

P.11). Our political parties which were in essence political move- 

ments prior to the independence of Bangladesh need to be well 

organised to work in a parliamentary setting. It cannot be done 

over-night and will grow gradually if the main political forces 

agree to work through democratic canons. The abolition of 

the separate communal electroal system and the acceptance of 

the secular democratic goal will pave ~he way for the decadence 

of communal antagonism and the evils of the caste system. The 

self-contained and exclusive character of the minorities is likely 

to disappear over years. This may lead to the growth of a 

body of political opinion which may be described as mobile, 
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(eJ The independence of the judiciary. The excellence of a 

country's system of government is known by the independence 

of its judiciary. The judiciary is the task-master· of the 

executive. The main business of the judiciary is the impartial 

'interpretation of law as between· government and citizen, or 

1;.)ctweeQ classes of citizeus who dispute wlth one an9ther, 

(d) The practice and acceptance of the opposinon. It requires a 

fairly coherent and responsible opposition to the ruling party 

within the rules of parliamentary game. A responsible opposition 

capable of assessing, examining and criticising the majority's 

measures with objectivity, precision, and accuracy on the basis 

of detailed and realistic information and the performance of the 

ruling party, is a necessity. A government can· learn more from 

the criticism of its opponents than from the uncritical euology 

of its supporters. Neither the party in power nor the opposi- 

tion should use the language of weapon, indulge in vague 

generalities, and personal vilification. Threats of the =gberow" 

movement, the burning of properties and many such things are 

vitiating the atmosphere. These should yield to reasoned analysis 

of the situation and soundly conceived cogent arguments and 

debates. We are yet to be free from this virus. There must 

be respect and toleration for each other. Both the party in 

power and the opposition must earn this by their deeds. The 

opposition should be sufficiently coherent to control or to isolate 

extremists who do not wish to work within the constitutional 

system. The opposition must be able to resist the temptations 

of conspircacy and subversion, and the governing party must, 

likewise, avoid that the cpposition is, in itself, a step in the 

direction of subversion. Both the ruling party and the parties 

must agree not to persecute each other, The Government must 

not run to suppress the criticism of things as they are but 

should invite their examination, But the party in power and 

the party or parties in oppo sition m rst accept the fundamental 

premises of a parliamentary democracy. Herein lies the justi- 

fication of the phrase ''Her Magesty' s opposition is no idle 

phrase". The existence of the opposition is the criterion by which 

a democracy is differentiated from totalitarian and authoritariam 

dictatorship. Democracy may be defined by the toleration of the 

opposition. 
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(g) Adequate machinery of authority. It also requires a competent 

civil service well enough trained to execute the measures taken 

. by the Government. «There are, in the cabinet system of 

government three principal factors in the parliamentary equation ; 

Ministers, Members of Parliament, and civil servants. They 

comprise the essential elements, representative or bureaucratic 

and they are indispensable to one another. They are partners 

in a common enterprise- "the endless adventure of governing 

men, Unless· the· terms of the partnership are undestood and 

· · ·  accepted by all the partners the enterprise may not · succed" 

·  Y>'fit~~ Professor .Robson. In theory~ ministers decide polic~ 

(f) Rµ1e · of Law. The rule of law must obtain and must be 

. recognised to obtain. The essence of the rule of law is 

. govemmenia-y law. The government is the creation of a 

fundamental law which is made neither by the legislature nor 

by the executive but by special body consisting of the repre- 

. sentatives of· the · people, called the Constituent Assembly. 

Neither the executive nor the legislature can change the fun- 

damental law as it likes. It need a special procedure to which 

. access is difficult. When a government derives its very exis- 

tence from such a fundamental law, when it is required to 

be· run in accordance with the principle and procedure enuncitaed 

therein, and when it is subjected to, and limited by, that law, 

it· may "be called a constitutional government, and this means 

the rule of law as opposed to the rule of authorty. Rule of 

law thus implies the absence of arbitrariness on the part · of 

the executive ; . equality before law and equal protection of law; 

t1ie subjection of the rulers and the ruled to the same law, 

and the recognition of personal rights to be backed by legal 

provisions for enforcement. 

There should be -a· respected judiciary, independent both sub• 

jectively and objectively, of the legislature, of the executive 

and of the civil service, . and immune from political pressure 

... ·  confident of its capacities and sensitive to its responsiblities. 

: There should be a legal profession which has a certain degree 

of professional pride and which is accessible to all classess of 

. society. 
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A Minister should always consult his senior officials before deciding 

an important matter of policy, though he is not under a legal or cons- 

titutional obligation to do so. One compelling consideration is that if 

he blunders, the ministry; as well as be personally, will suffer a loss of 

reputation. The officer on bis side bas a right to forward what Lord 

Bridges calls "the departmental philosophy." It is, indeed his duty to 

give his minister the quintessence of departmental experience on those 

large issues of policy which he must decide and thus to ••let the waves 

of practical philosophy wash against ideas put forward by his ministerial 

master." The civil servant is entitled to advise, to warn, to encourage 

and to explain but no more. If an officer thinks a proposal by his 

minister is misconceived, it is his duty to say so and why. He should 

be permitted to express his opinion without fear or favour, honestly, 

objectively, irrespective of whether the advice thus tendered may accord 

er not with minister's initial view. The presentation to the minister of 

· relevant facts, the ascertainment and marshalling of which may call 

into play the whole organisation of the department, demands of the 

officer greatest care. The presentation of inferences from the facts equally 

demands from him all the wisdom and all the detachment be can 

command. But to discourage honest official advice, on national or local 

issues, as Lord Morrison says, is both foolish and harmful. But once 

the policy is determined it is the _unquestioned and unquestionable duty 

of the officer to implement it with precisely the same good will whether 

he agrees with it or not. It is also the duty of the officer to take 

consequential decisions which flow from a decision on policy, to draw 

attention to difficulties, which are arising or are likely to arise through 

the· execution of policy and generally to see that the process of govern- 

{llep~!1rl is c~r~ie~ op ip coµformity with the policy laid down. The civil 

and the civil servants implement their decisions. This is 

strictly true from a constitutional point of view but in reality 

this is a conventional half-truth. Ministers seldom have the 

knowledge, and sometimes not the skill, to formulate policy 

unaided. They rely on their senior officials for advice and 

still more for knowledge of the basic facts and figures on 

which policy must be based. They have a right to expect that 

the civil servant will do their utmost to make proposals which 

reflect, or at least be compatible with, the political p ilosophy 

and the programme of the party in power. 
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One hears very often waves of criticisms levelled publicly against the 

bureaucracy by the politicians, ministers, political workers and other's, 

But the civil servant is not given the opportunity to answer these. Thls 

is unethical in a parliamentary government. Many things may go wrong. 

Wrong advice may be given. Malafide mistakes may be "committed 

knowingly. Minister's orders may not he carried out and his instructions 

may be flouted. · But .the over all responsibility for ·any thing that goes 

There is sound rule which requires the members of the National 

Assembly· to communicate with the Minister in charge of a Ministry 

and not to make a direct approach to his officials, execpt with his know. 

ledge and permission. The dangers of too close a relatationship between 

the members of the National Assembly and officers might be consi- 

derable. An officer' might be deflected by the political influence of one 

M. P. or a .group of M. Ps. He might be made to feel that his own 

future depends to some extent on the favour or disfavour in which 

he stands with the members of the legislature. A Minister's authority 

might be undermined by legislative support for a particular decision. 

Above all, the status of ministers in the National Assembly will be 

lowered if M. Ps. can get what they want by going behind their backs 

to officers. There are such instances in our country. The Minister, 

members of the National Assembly, and officers should be aware of these 

and must not allow such a thing to happen. 

An officer bas no right to be unhelpful, unconstructive, and negative. 

He should not be indifferent to the political convictions or party pressures 

which affect the minister he serves. As an officer Le may not share 

them at all, he should nevertheless be aware of their existence and make 

due allowance for them in bis work. But officers who are more yes-men 

plying up to the minister in the hope of advancement are just as dangerous 

"as obstinate and obstructive women. Both types are bad.. Ministers should 

be aware of it. Again an unholy alliance between a Minister and an 

officer is fatal to the _working of parliamentary government. 

servant must not allow his personal "prejudices or his politicall bias to 

suppress or distort policies or to denigrate courses of action which are 

administratively practicable although leading to ends he considers undesi- 

rable. If he feels very strongly opposed to a course of action which the 

government bas decided, he should ask for transfer to another. ministry. 

This will rarely occur. 

. Political Economy !O 



wrong in the Ministry and aso for the misdeeds of his officials in 

their official capacity, is that of Minister. He should take appropriate 

action. The officer must not be exposed to public criticism. Lord Morrison's 

observations in this connection deserve close attention by all concerned. 

He said, =Somebody must be held responsible to Parliament and the 

public. It has to be Minister, for it is he, and neither Parliament nor 

the public, who has official control over his civil servants. One of the 

fundamentals of our system of government is that some Ministers of the 

Crown is responsible to Parliament and through Parliament to the public, 

for every act of the Executive. This the corner-stone of our system of 

parliamentary government. There may, however, be an occassion on which 

so serious a mistake has been made that the Minister must explain the 

circumstances and processes which resulted in the mistake, particularly 

if it involves an issue of civil liberty or individual rights. Now and 

again the House demands to know the name of the officer responsible 

for the occurance. The proper answer for the minister is that if the 

House wants anybody's- head it must be his head as the responsible 

Minister and that it must leave him to deal with the officer concerned in 

the Department." 

It may be true that there are many a black sheep among the officers 

as there are in all other walks of life. The ordinary law of the country 

is adequate to deal with them. The officers are also human beings and 

as such may legitimately demand necessary security for their career, 

without this security you cannot expect them to work honestly, fearlessly, 

boldly, imaginatively and with audacity. I~ undermines their morale. That 

[s absolutely bad for the country. The success of the plan for develop" 

ment depends very greatly on how they are allowed to work. We must 

distinguish between a bonafied and a malafide mistake. On any showing 

in my humble judgement President's order No, 9 by which a civil servant 

can be removed and dismissed without any reason amounts to a - clear 

violation of the fundamental canon of natural justice. I~ demoralises 

them and undermines their authority, and they are perpetually hunted by 

~he spectre of insecurity; It kills the capacity for continuous initiative 

and prevents them from taking any risk. I would urge upon the Govern- 

ment to repeal i~ without any waste of time. 

Again, I would like to draw the attention of all to the observations 

made by Lord Morrison on the relationship between the Ministers and 

Civil Serv~nts. He said, "The relationship between ~he Minister. and 
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If you ask me to prepare a bill- of particular ills of our socio .. 

political system, you will get such list as this : rampant corruption, 

hoarding, black marketing and smuggling of essential goods ; secret 

killing ; ineffective law and order machinery ; lack of experience in 

working a parliamentary government ; absence of the meticulous observance 

of the canons of parliamentary government ; lack of well developed party 

system ; lack of sound . administrative management ; quick change of 

decisions ; shortage of talent in the government ; insufficiency of bonds 

of identity between authority and people ; deficiency of public education· 

and Information ; occaslenal violation of the rule of law ; virus- of 

The relationship between the Minister and the officer is a matter 

cf personal equation. If a Minister is a man of considerable social 

standing and of incorrigible integrity, he is bound to earn the respect 

of his officers. An honest and competent Civil Servant equally will 

.earn the respect of his minister. Usually the officers like a minister 

who is firm and knows his own mind. I am firmly of the view that 

politics and politician must overcome their hostility to administration 

and administrators. Administration and administrators must unlearn 

their scorn of politics and politicians. Only this way a partnership 

between them 9_an be based on mutual trust and confidence. 

One often comes across the views and opinions expressed by 

different political leaders in the country which show a tendency to 

abandon the idea of franchise, to discard the principle of accountability, 

to resort to authority based not upon a warrant to rule but upon the 

power to rule - in brief, dictatorship. These are voices of desperation 

and despair and reveal a deep distrust in human dignity. 

the Civil Servants should be and usually is that of colleagues working 

together in a team, co-operative partners seeking to advance the public 

interest and the efficiency of the Department. The Minister should not· 

be an isolated autocrat, giving orders without hearing or considering 

arguments for alternative courses, nor, on the other hand, should the civil 

servants be able to treat him as mere cipher. The partnership should be 

alive and virile, and rival ideas and opinions should be fairly cosidered 

and the relationship of all should be one of mutual respect on the 

understanding, of course, that the Minister's decision is final and must be 

loyally and helpfully carried out, and that he requires efficient and energetic 

service". 
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So far a list of oun shortcomings has been given, Now we may 
cite a few milestones established along the upward road. The first is 

the supreme fact of our independence. We had to pay the heaviest 

price for this, Second. there is the solid fact of having achieved a 

constitution providing for a parliamentary democratic goverment in which 

the legislature is supreme and to which the executive is accountable, 

Third, the judiciary has been made independent and vested with the 

power to issue prerogative writs an authority enabling, the courts to 

aci on thir own initiative to ensure the rule of law. Fourth, the 

I realise that democracy has its weaknesses, for democracy is human: 

it has its inevitable failings, but on the whole, it is the only sure 

road to progress and evolution. 

Nobody can deny the existence of these ills. It serves no purpose 

to hide them. But the purported remedy represents not a cure but an avoi- 

dance of a cure. We know the history of dictatorship. Dictatorship would 

not combat corruption ; it would elevate corruption into a principle. 

The Ayub and the Yahya regime in the then Pakistan is a classical 

example. Dictatorship would not widen the access to talent in the 

public service, it would close sources of talent by preempting office for 

a chosen inner group and alienating the rest. Instead of durable identity 

between the people and the government derived from operation of 

consent, dictatorship could employ only the brittle bonds of coercion. 

Its instrument would not be information but deception, fraud and it 

would not seek education but the confusion and cotinued tutelage of 

the people by playing on their emotions rather than permitting the 

operation of reason. I think that on all accounts dictatorship is abo- 

minable. Happily this is the voice of a dying minority. 

apathy and frustration engulfing the society· ; indifference to work . and 

responsibility ; lack of seriousness of purpose ; incredible acquisitiveness 

by a small section of society ; the dominance of emotion rather than 

reason in political life ; unbearable meagerness of economic life ; ineffec- 

tive management of the economy ; unrest among industrial workers ; 

scarcity of raw materials ; stagnation in foreign trade ; inordinately slow 

rate of agricultural productivity ; population explosion ; scarcity and rapidly 

rising prices of essential goods ; a mountining inflation- a world wide 

phenomenon and the prevalence of mass illiteracy. 
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Such then, in brief, is the social and political perspective in the light 

or which the national development plan is to be conceived and executed. 

Geographically. socially, culturally compact, Bangladesh satisfies all 

the cannons of a nation state with a populati m conscious of a political 

identity, and aware of a common history, able to produce consensus 

and endowed with capabilities of running the apparatus of a state 

despite heavy odds and considerable failings. But is there a state 

without failings? _The deep wounds inflicted by the war of 1971 are 

yet to disapper, She has averted many calamities and is confronted 

with many more. She has a self-defined territory identified with the people - 

by habit and history. There is a government identified with the populace 

and territory. She has been recognised by most states of the world. She has 

been able te pick up franchise in many internationai organisations. 

rehabilitation of over ten millions of refugees. Fifth, elections to the 

National Assembly and to local bodies were h eld, Sixth, a considerable 

rehabilitation of a war-ravaged economy has been. effected, 

:· j ( • !.. • 
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The nature of the different role for the economists in the LDC's 

can be made even more explicit by looking at the way their colleagues 

practise their craft in the developed world. Thus the usual problems 

·  -whjch.- · are, discussed and op whi<;q . tqeir views El-re· jnvjte4 are- tbos~ 

The purpose of this paper is to explore some of the implications 

- of the view that the nature of economic policy and the role of 

economists in a country depends in the 'ultimate analysis on its social 

and political structure. This view is rather strongly held in the context 

. of countries which, on the basis of the experience of their recent past, 

- are trying consciously to shape the future growth pattern of their 

- societies in accordance with a set of clearly defined objectives. 

In a sense, therefore, this reflects the realization by most of ·-the 

development economists that although the economic considerations of 

development policy in the LOCs may imply formulation of policies 

which may appear quite identical with those in the developed countries, 

a clear specification of other social and pilitical goals for national 

: development does place a limitation on the economists as well as on 

those who are entrusted with the job of giving =s== shapes to eco- 

nomic policy, in respect of the alternatives out of which choice has to 

be made. What this more specifically, means in the present context is 

that the measures that the economists usually can suggest and the advice 

that they can give are very largely conditioned by the socio-political 

framework that exists or what the government of an LDC is trying to 

evolve essentially through a set of fundamental reforms, particularly 

when these persons happen to live and work within the borders of such 

· countries and are as happened in Bangladesh, deeply involved in 

nationalist activities. 

By 

M. K. CHOWDHURY 

Socio - Political Framework And Problems Of 
Economic Policy : Some Observations On 

Development Policy ·In Bangiadesh 



That the nature of analysis and therefore, the area of economists, 

function is. different can be realized by juxtaposing what they- have to 

.. do in the LDC's with the above. As is familiar, most of newly 

emancipated countries cf the Third World have tried, and having been 

trying to regulate -their economies since the fifties. India and Pakistan 

have been the two major examples of this trend in the South East 

Asian part of the Third World. In both of them the ID3.in economic 

problem was viewed in the shape of widespread poverty, arising out 

of what. Nurkse described as the "'Vicious Circle" which by its nature 

called for much more concentrated action for its break up than has 

been ever attempted· or even visualized before. The policies with which 

the economists have been concerned in these countries ever since are 

tJips~ . which will promot e large-scale development ~hrou~h structural 

. . Sirice most _of the societies in the developed world especially those 

in· the West, have -become more or less socially and economically 

.· homogeneous.jhe scope for wide divergences between the various classes 

.. and groups has greatly been reduced, and therefore, there is much less 

need for drastic government intervention, in the economic activity. 

which relate to full employment in the short run and growth without 

or with a tolerable rate of Inflation and balance of payments equilibrium 

·in the long run within the framework of a free society. Although 

the economies In the context of which this type of analysis is undertaken 

are mixed economies by far the largest and most important sectors are 

usually owned and controlled by private enterprise with democracy 

and multi- party systems exi ting as their political counterparts. This 

should not be taken to mean that the functions of economists are 

less difficult .or less controversial compared with those in the LDC's 

but in so far as there . is a · tacit or explict acceptance of the funda- 

mental structure · of society in the developed countries, the economists 

can have easy access to the extensive body of tools that have been 

perfected over a long period of time within the social fremework, 

characterised by private enterprise, the task of the economist is to 

identify the basic problems of full emploment and growth and formulate 

policies, which usually contain two sets of instruments monetary and · 

fiscal. These are designed primarily to affect the behaviour of 

private enteprise in such a way that it becomes consistent with the main 

objectives, mentioned above. 
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changes within the framework of the Five Year Plans. The changes 

that have been proposed for structural transformation have necessarily 

bad to be large ones in contrast with the small or marginal ones that 

'usually concern the economies in the western countries. As a result 

of this larger canvass on which to practise one's craft as well as the 

existence of multiplicity in national g'als for development, the economist 

in the less· developed countries usually faces a test which seems very 

challenging from one point of view and frustrating from the other, 

In what follows I shall attempt to lay bare the nature of the dualism 

that und rlies the job of formulating economic policies as well as the 

function of the economists within the context of the countries that have 

become indenendent of foreign rule in recent years. This will be done 

with particular reference to "People's Republic of Bangladesh" which 

has achieved its freedom exactly after two hundred years of foreign domina- 

tion through one of the bloodiest revolutions in history, 

As is wellknown, most of these countries in the Third World 

emerged as independent nations with social and economic structures 

which were a mixture of feudalism and . primitive capitalism. Political 

power was generally banded over to Governments formed bv political parties 

which gained a majority of seats in the Parliament in 'elections which were 

held just before the transfer of power. The classic example of this was 

the transfer of power in India and Pakistan in which independence was 

granted within the framework of parliamentary form of Government to the 

then majotity parties of the two countries which were committed to pro- 

grammes of rapid economic development. Especially in India the primary 

objective was taken to be the attainment of economic development as a 

means to establish a socialistic pattern of society. Within the limits of 

broad objectives, l~id down by the ruling party, the Indian National 

Congress, the function of economists was to develop such models of 

growth and development as would ensure dynamic changes in the economy 

on . the one hand and prevent concentration of wealth in the hands of 

the few on the other: The literature and analysis that grew in this 

context both in India and outside during the fifties and sixties bear ample 

testimony to this concern of the ruling party for the ·objective of estab- 

lishing socialism in India-socialism through growth. Models of P. C. 

Mahalanabis, A.K. Sen and a lot of others are the examples, which 

incidentally, served also as the infrastructure of planning in India. The 

persons who were involved in formulating eccncmic policy, irrespe~tivQ 
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of whether they were economists or civil servants, bad their job duty 

denned by these· objectives, which was to devise sets of instruments in the 

shape . of investment planning, fiscal and other measures which would be 

. ~ost appropriate for the realisation of the socio-political objective of the 

Government of the day in India. 

111 Pakistan similarly the objectives of development and the criteria 

of investment allocations were given by the Government. But unlike 

India, there was no mention about socialism as one of the objectives 

of planning. Instead, four_ criteria were given as guidelines, viz, (I) 

. maximum growth, (2) improvment in the Balance of payments, t3) 
prov.sion of · social services and '4) regional equality. As can be 

. imagined, these criteria for allocation and direction of resources often 

-proved to . be in confl ict wi'h each other at the time of · decision 

making, especially the first and the fourth. Whenever such conflicts 

arose regarding them, in most cases. the first took precedence over 

the fourth, which implied location of industry in the then East Pakistan. 

Moreover although there was no explict mention of the type of society 

which was to be established in the then Pakistan, there was a thinking 

implicit in the planning exercise of the country to the effect that by and 

large it was the private enterprise which should be encouraged and its 

scope extended through policies of disinvestment, financial and other 

incentives. 

More explicitly the underlying philosophy of planning in Pakistan 

during the 25 years of its existence was to emphasize growth in the initial 

years and regional distribution later within the framework of private enter- 

prise system. As is now known to all this policy, apart from creating the 

serious problem of interpersonal distribution. resulted in the concentration 

of wealth and power in the hands of 22 families who secured almost 90 

percent of the assets in the organised sectors in the manufacturing industry, 

:finance and trade of the economy. This situation was made worse by the 

fact that almost· all of the 22 families were settled in what was then West 

Pakistan. The· behaviour and functions of economists during the period 

in what then was Pakistan cari be understood only in the above context. 

While the economists of the eastern wing, as the process of rapid 

national but unequal region 1 growth continued in Pakistan, started to 

concern themselves with inmiserization of the then eastern wing, devoting 

~ .their time and energy .and using their expertise in trying to identify the 

ways in which resources were being transferred to the other wing and the 

consequent problems, those in the west. supported by the advisers from 
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Of course during this period, the role of the economists of West 

Pakistan who were within the Planning Commission anyway, was to 

defend the policy of treating the whole of Paktstan as one unit and 

emphasing growth of private enterprise. But, as history 'has now 

~emonstrated so clearly this policy of Pakistan which was pursued 

more vigorously than ever before under a military regime for the next 

ten years, only resulted in further estrangement between the two 

wings, the process of estrangement being shown more and more clearly 

by the economists of East Pakistan. Finally came the break and 

in this what the politicians achieved was firmly based on what the 

economists advised as the national goals for an independent Bangladesh. 

The role, therefore, of the economists of Bang! adesh was to provide 

the politicians with the planks for their political platform for the cause 

of greater justice for the people of Bangladesh-the platform on which 

the election of 1971.1 was fought and so decisively won by the Awami 

League party. The six points of the manifesto were all demands for economic 

autonomy on which the abortive post election negotiations were held 

with the military regime of Pakistan. Looking back one can therefore 

say that perhaps the best service that the economists of Bangladesh 

rendered during the period of association with Pakistan was the inspira- 

tion. and justification they provided for the separation which was 

demanded by predominant political parties. This period, therefore, must 

have been the finest hour of the Bengali economists, despite whatever 

one may say about their present accomplishments. 

Ir is against this background of socio-political conditions which- 

prevailed before that. one should .study the current 'experiments in 

Bangladesh in order to put these in their proper perspective, Thus jhe 

abroad, argued that the event was only of temporary duration, and would 

be soon rectified by the spread effects of growth in the national economy. 

By the time, the first Five Year Plan was finally approved ( 1958 ), there 

was already a demand from the economists of the then East Pakistan for a 

revision of the whole approach of planning in. Pakistan in the shape of 

treating the two regions as two economies rather than one economy, 

for purposes of planning and development. The demand was soon taken 

up by all the important politcal parties of the then East Pakistan, especially 

by the Awami League. It was at this stage that the military staged 

a coup outlawing all political parties and dismissing the provincial 
cabinets. 
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fact that the predominantly rural East Pakistan had been exploited 

through the commercial and fiscal policies of the Pakistan Government 

for a period of a quarter of a century, gave rise to the demand that 

the small peasants should be given a better deal in the shape of higher 

guaranteed prices for their crops. exemption of land tax on all holdings 

which were less than roughly 8 acres \however tenuous may be the 

argument in its favour) and nationlisation of jute trade. 

Similarly, insofar as the ownership and control of the major 

manufacturing industries remained in the hands of a small number of 

persons and families, belonging to the other half in Pakistan in the 

period preceding independence, which resulted in the exploitation of the 

worst form, there was the first necessity of bringing them under the 

control of the State, and subsequently a demand. for nationalisation. 

This was justified first by the fact that without the Government take 

over these industries which were left by their Pakistani owners, could 

not be run due to the virtual absence of indigenous entrepreneurs 

and later the continuation of the policy of Government ownership and 

control was justified by the ideological underpinnings of socialism since 

declared to be one of the pillars of future Bangladesh society. 

Again, during the Pakistan days, there existed a vast difference 

between salaries and wages of high officials and less paid employees in 

the public" sector. In addition, there also were a number of scales of 

pay and grades of service which ne-ded a drastic rationalisation. The 

Government therefore, had reduced this number of grades to 10 grades as 

well as diminished the differences in pay in such a way that the highest 

pay could not be more than 10 times that of the lowest. Since, 

however, this has implied that the highest pay does not appear to be 

quite so high ( 2000 takas p. m. ) in the context of present cost of 

living, all salary incomes have had to be made tax-free. 

There have been also some policy statements by Government 

regarding the shape and dimension of private ownership and investment 

in the whole of the economy generally and in the large scale manu- 

facturing sector in particular. No one individual will now be permitted 

to invest or own assets worth more than Tk. 3.5 million in any 

industrial undertaking. This limit does not apply to cooperative enter- 

prises, which are thought to be institutions for establishing socialism. 

From the above description, it is possible to form an idea as 

to the structure of society wbich is likely to emerge under the stin:µllll.$ 
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of the economic and social policy of the present Government . of 

Bangladesh. It looks as though this structure, will be such that there 

will be restrictions on the upper . limits of income derived from 

salary or from business. In addition it will be a structure in which 

there will be restrictions on the size of agricultural land as well as 

capital in industry and on what kiuds trade and commerce could be 

run by the private sector of the economy. This means that, looking 

forward the society will be the one in which ownership and income 

will be more equally, if not equitably. distributed among its members, 

This also means that since firstly, there will be no tax on wages and 

salaries and, secondly practically the whole of agricultural land will be 

exempt from land tax, the scope for all forms of direct tax will have 

to remain quite restricted and narrow. 

The 'profile of the Bangladesh society that emerges from the 

above cataloguing of measures has recently been given its ideological 

basis in the constitution of the country. In this, it has been explicitly 

stated that the future structure of society in Bangladesh will be based 

on socialism insofar as this will be consistent with the pursuit ef 

democracy. Now there are many variants of socialism within the con- 

text of democracy. Many underdeveloped countries have from time to 

time expressed that socialism within a democratic· order is the guiding 

force of thier economic behaviour and, therefore, a mere enunciation 

by the Government does not by itself mean anything specific. Iii 

order to understand what type of socialism is likely to be developed 

in Bangladesh, one needs to do no more than observe the recent 

economic policy of Bangladesh Government and draw practical coroll- 

aries for social change. In this context what has been said in the 

above paragraph is sufficient to indicate the variety and pattern Qf 
socialism that the lounding fathers of the Republic did have - in 
mind so far as the future social development of Bangladesh js concerned., :..: 

By and large the constitution makers, who are also the Governmeat 

.of the 'country, seem to have envisaged the future structure of society 

to be the one in which the bulk of the large scale manufacturing' acti• 

vity will remain firmly under the· ownership and the control - of the 

public enterprise which in addition, will continue to own and operate alf. 

principal forms of social overhead capital, e. g. transport, power, ete, 

The development and the growth of sectors will therefore, be the res, 

ponsibility of the Government of.the day to be elected by adult, fran~~~ 

withUi the fra~wotk of parliamentary fpr.\11 of d<:µioc~y. ;~- f~ 1'I 

; I 
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the· agricultural sector is concerned, implication of socialism seems to 

be that, instead of a regime of collective farms the ownership and 

control will be in the hands of a very large number of relatively small 

farmers, who because of their smallholdings, will be exempt from direct 

land tax altogether. The intention of the Government so far as con- 

cerns limitation on ownership in agriculture, industry and trade in 

general, seems to be the narrowing of the ~cope for exploitation of 

labour by big monopoly capitalist rather than the total abolition of 

private property. 

As indicated above, it was the fear that overemphasis on growth 

irrespective of its distribution effect would create another small group 

of- families· who would gain the control 'of the economy in the way 

the 22 families did in Pakistan during the association of Bangladesh 

with· her . must have acted as a causative force for the ideology that 

seems ·to lie at the back of the present social policy of Bangladesh. 

A sufficient indication has now been given in the above lines as 

to the type of socio-political structure which the Government desires to 

establish in Bangladesh through its policies. Against this back-ground 

jt is possible to study the implications for economic policy from the 

point of view of socio-political objectives of the Government and to 

visualize, however imperfectly, the kinds of problems with which econo, 

mic ,Policy and the' economists wiil be called upon to grapple. 

One thing that emerges from the above discussion is that since 

the bulk of the future development effort will have to remain in the 

bands of the public enterprise. the scope for traditional type of public 

fhiance will be very. severely restricted. This is- for the simple reason 

-~bat the exemption of all wages and salary income from income tax 

iri.d -abolition of direct tax on land will. take · a way the power of the 

Government to control private behaviour directly through taxation, the 

~imitation~ ·imposed on how large an individual citizen or a· limited 

company can grow in terms of ownership of capital will also. narrow 

th~ scope for taxation on profit. This has been done in the face of 

~ policy of raising the salaries and wages of low income groups in 

'he .country, resulting in an increase in the annual current expenditure 

i;I! the public sector by at least 300 million Takas. 

Tile implication of the above is that the revenues of the 'Govern- 

ment will . have to ·,be greatly increased and because of the limited scope 

ldr (lircc~ -taxation; a greater degree of reliance will have to -be placed 
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on indirect taxes of all .sorts viz, sales tax, excise, customs duties, etc, 

To the extent that these taxes fall- heavily on low incomes, the degree 

.of regression in the taxation structure of Bangladesh is likely to increase. 

But in view of the egalitarian policv of the Government as reflected 

in the income policy, this regression may not be as objectionable as 

it would otherwise be. 

Now that the future profile of the economic and social develop- 

_·ment of Bangladesh has been outlined. it is possible to indicate what the 

role of economists and those concerned with the job of formulating 

economic policy will be within this framework. This aspect has dual 

dimensions. Firstly, the economists will have to address themselves to the 

. task of identifying the sources from which resources can be raised for 

purposes of meeting the short and long run expenditure demands of 

the Government. Second ly. they will have to think as to what sort . of 

policy will make it possible actually to realise these resources, 

Although there bas been no clear statement on this problem, some 

indications are available in the annual budget of the Government· as 

well as in the development plan. Those economists who have been involved 

with these have shown that apart from indirect taxes the rates of which 

have been increased in recent years, emphasis have to be more on (1) 

surplus from · the nationalized sectors of the economy and (2) 

profits from the operation ~f State trading bodies like the Trading 

Corporation of Bangladesh, Jute Trade Corporation and so on. In 
respect of industries, this means that the big sector corporations like 

the Jute Mills Corporation, the Chemical and Fertilizer Corporation as 

well as the . others which are r lanne d to be set up according to the 

- development plan will have to be run OD purely commercial Jines SO as 

to maximize profits with a view to their reinvestment in development 

projects. 

This dependence on public sectors in manufacturing and other 

industries raises, however, a number of questions which in the context 

of the past experiences need a rather careful examination. Firstly, one 

may ask if the economic order that has been proposed to be established 

can really be called socialism, or to put it in another way insofar as 

the extensive nationlisation measures that have been carried out in the 

- economy smack of state capitalism, would it be proper to call the 

future profile of Bangladesh society as socialistic at all. Secondly, given 

- _ that. the past results from the operation of _publi~ e.nterprises have _ been 
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However, despite what bas been said above regarding the role of 

the economists in Bangladesh today, there are some indications that not 

all the economists who have been working in the various offices of 

th: Government have actually kept themselves within the bounds of the 

restrictions which seem to flow from the measures thus far taken. 

Ntic"ularly there appears to be a vocal section which, though a small 

minority now, seems to think that the whole structure of planning 

and development should be based on a more radical approach than 

Wlat is being adopted at the moment. They argue that the present 

approach to planning and development is slightly reminiscent of the 

days when Bangladesh was associated with Pakistan, the only difference 

is that while in the old days the emphasis of planning was on the 

growth of private sector, with. the public sector providing a support 

for it the present approach in Bangladesh is to ensure the predominance 

~ _state. capitalism which may not be a good thmg to do if the 

dimate aim is to establish socialism in the country. 

As an alternative to the present approach, which, like the prac- 

tiee of the earlier years, seems to prepare the overall plan of the 

owntry within a fairly traditional macroeconomic framwork, they sug- 

l 

ra1ler unsatisfactory in terms of realisation of profit or surplus, what 

killd of guarantees can one think of in order to run them more efficiently 

in future now that the control will be exercised by the Parliament, 

wJmh in effect will imply control by the politicians. 

· Now regarding the above questions, the politicians can have 

differences of opinion. Perhaps it is not for the economists to pronounce 

judgement on whether the structure of societv which the political process 

of the Bangladesh has accept-d as its g Jal will or will not result in the estab- 

li~ent of socialism, N or can they say much on the prospects of 

_improvelJlent in the administration of natior atiscd sector cf the economy. 

But what they can do is to emphasize the fact that if the scope for 

priY.ate enterprise is to be kept as narrow as has been indicated in the 

· various types of measures so far adopted, much of 'the greater part of 

··resources needed for development will ~ave to be raised through the 

attainment of surpluses in the nationalised industries. This can be done 

in ~o ways ; ( 1) by increasing effeciency through reducing costs· and 

pushing production· to capacity ( which obviously is not happening in 

Baagladesh today) and 12) by the adoption of appropriate pricing policy 

for the output of public sector industries. 
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gest that the basis of planning in Bangladesh should rather be how 

can the abundant labour supply of the country be harnessed and 

utilized for the development of the economy. In order that this can 

be done, the structure of planning should be decentralized and emphasis 

shifted to rural development in respect of agriculture as well as industry. 

They also think that as the political counterpart of economic planning 

there should be a cadre of highly trained workers who would provide 

leadership and intiative all over the country in respect of planning and 

development of agriculture and industry primarily in the rural areas. 

This, they think, will not only increase productivity and effective employ- 

ment but also ensure that the greater part of increased output resul- 

ting from local planning efforts in the rural areas are ploughed back 

i_nt~ investment and development. 

Some of the economists who tend to think in the above way have 

in fact organised rural development programmes on their own in different 

parts of the country and participated in the process of implementation 

of these programmes. Although full results of these experiment are not 

yet avaliable, a preliminary survey has shown encouraging outcome in 

terms of productivity, and employment of rural population in the selected 

areas especially in the cultivation of a special veriety of rice, known 

as IRRI 20. 

65 Socio.PollHcal Framework 



1. The first five-year plan 1973-78 has apparently no legs to sttir.d 

on, since the statistical data, and empirical investigations into the 

various aspects of the economy which suffered so totally during the 

war of liberation were admittedly unreliable and not sufficiently compre- 

hensive. The study groups and technical committees of the Planning 

Commission worked under unidentified pressure. The planners stated 

that they did not create expectation which they could not fulfil. There- 

fore, we feel tempted to know what we can expect to achieve in the 

present context of the economic situation at borne and abroad. The 

plan purports to begin as an attack on poverty with the basic man- 

power resources of Bangladesh and emphasizes self-reliance and decrea- 

sing foreign aid. Here again one feels induced to ask-has the attack 

been launched as planned in the fronts. The planners have hit spotlight 

in social, economic,· political and constitutional areas in search of 

economic pulpits wherefrorn one could say that although the Government 

had undertaken certain steps towards socialist transformation the ideal of 

socialism in Bangladesh was still a vision and a dream. So. contrary 

to popular expectation and belief, the plan does not aim at straight 

socialist reconstruction, although one of its basic objectives is to con- 

solidate the gains made S;) far in the socialist transformation of 

Bangladesh. With a minimum consumption basket the plan further 

aims at raising the output in the major sectors to the 1969-70 bench 

mark. If this is meticulously followed in the food front many of us 

may s~arve to planned death at the'end of this planned period. 

2. Now, we are almost at the close of first year. Who will 

tell us today what we have achieved through the implementation of 

the recommendation and lost through economic f rustration 7 

By 

ABDUL KHALEQUE 

Secretary, 

Ministry of Relief and Rehabilitation 
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3, A development plan is either a sacrament or a scrap of 

paper depending on what it aims at, what it is sure to achieve and 

for whom to achieve. The basis of respect for such a plan is obviously 

what it realistically holds out for the people for whom the political 

goal of the plan is set out, Bangladesh and its leaders have already 

proclaimed socialism. It does not matter whether we have gone beyond 

the midstream of feudalism or not. Marx and Engels who set forth 

their ideas in the context of contemporary life with emphasis and 

overtone which subsequent history did not reveal themselves in the same 

and predicted lines, gave a long life to capitalism and showed how a 

mature capitalist system helped transform a society into communism 

through socialism. It appears from the analysis given . in the plan 

that for us the long road to socialism is still far ahead and that after 

_years, we may dance off to the. waste-lands of socialist ideas unless we 

can give the economic and the social systems a hurried maturity. 

4. The drawing up of a five-year plan is an arduous task and 

lengthy process but we have finished the job in history's shortest time. 

This was possible as no special sanctity was attached to - data collec- 

tion and empirical investigations. So, the numerous. rounds .of adjust- 

ments that appear in the plan are guess work, one may rightly . say. 

The political regime gave the Planning Commission every thing including 

·  status, and got engrossed in other affairs. The desired increase in the 

·national product and of outputs in the vital sectors and industries, 

and the consumption levels of the peasantry are some of the 

spots where we are not about to crush ourselves. The . growth 

rate is sophisticated, the resource mobilization plan is nobody's 

business, the sources of finance are generally speculative, requirements 

have not been matched by anticipated availabilities, the instruments of 

implementation are virtually the bureaucrats whom the planners have at 

times tried to keep in good humour by suggesting incentives to them, 

and then to condemn by keeping them at arm's length. Such attitudes 

could not, however. solve the internal inconsistency of the plan but are 

likely to create a cycle of retaliation. 

5. A country like Bangladesh needed hold stroke action in select 

economic fronts in order to put the country on a working norm of 

discipline and stability. Russia took up a planned programme in 1928 

and China in 1953 only. We had, however, gone the different way after - 

'an armed struggle. Our plan is not obviously. a stabilization oriented 

·  plan Which is so much needed in !he Jisht ~f Sh~ conditioas prevailing 
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6. At the moment, economists everywhere must· have been 

.alarmed at the increasing aggravation in international currency .disequili- 

brium, inflation, food shortage aod energy crisis. National economies 

have shown unmistakable trends of conservation of individual resources. 

·The world is once again 'becoming bigger and bigger with every passing 

day. The theory of economic complementarity has started giving in 

to the olden day tradition of economic competition amongst unequal 

rivals. These phenomena have generated emotionalism and acutenation- 

·a'lislic outlook which 'had marked the ·rapid aggravation of depression 

in 'the 'thirties "of this 'century, The concept of national 'self-sttff.i<liency 

'as 'cobtradistinguished from the concept -of mutual international ·J.lelianue 

'has caught "the 'imagination ·of 'most 'national governments. .T-he it~oey 

·or 'comparative ·~(js'fs 'in -international trade 'has -long •been -ch&llongUd 

l>)' ·ex~ta-ecotiottiic 'Q~tt~imafioils. 'Nations to-day 'have sough] \~o ~\it 

in the country and abroad. The plan has not emerged as a broad con- 

sensus among various major groups and the society. The speculative fund 

which has given the plan the semblance of a shape bas also considerably 

foundered by now. The variables are so limitless that the consequent 

question of material balancing has already started disrupting economic 

equilibrium leading to abandonments and retreats. Attempt has been made 

all through the plan to steer cosumption in the "Galbraithian" direction 

i. e., more in favour of public good ( education, public health, urban 

development etc. ) as against personal consumption. As soon as the plan 

came out it was not taken seriously by many and naturally the targets 

to be achieved by deliberate and purposeful series of economic and 

_administrative instruments did not. bear much promise. This has virtually 

transformed the plan into a voluminous document the objectives of which 

have the minimum prospect of credibility. And even the well-meaning 

sections of the people have perhaps whispred that the plan tends to aid 

the entrenchment of the old economic order. Although the liberation war 

gave our economists the chance to capitatize on the hungry people and 

the shattered economy and seize the reins in the image of a recovery 

order, they 'created paradoxes which have virtully maligned the natural 

'recovery -of the economy expected under the bold political leadership. It 

"is an unpleasant ·t,ruth that none outside the Commission has obliged -~it 

by seriouly following its tenets. The Commission finds itself to-day quite 

fsolated in 'an uncongenial world, embarrassed at the unceasingattempts 

'of various groups including some labour unions to throw -it back on ~he 

'academics. 

... ' : ' ~ 
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8. India and Japan of Souta-East Asia are competing in taking 

future economic leadership. The Indian rupee is no longer a soft 

currency ! On the other corner of Asia Iran; !furkey. Pakistan and ~hf 

7. The oil crisis has been a boon in one sense to some ~dv.anced 

Countries which indulged in lopsided developments. The situatien 

. arising out of the crisis has given them a sense of ·re-stnictuciDg 

national economies and re-arranging export-import -policies. -Produottcn 

processes which were in wrong gears are being neutral- geared -aecording 

to the condition of the national economy. Developing -countries 'Which 

have proclaimed planned development have emphasized g.rowth .on 

indigenous resources and cautiously pleaded for joint ventures of ceveloped 

countries in the desperate hope of getting the benefit of science and 

technology through close collaborations. National governments of 

advanced countries have paid deep and serious attention to the business 

and commerce fronts and been in quest of economic shelters. Regional 

fortification of interests has been working in Europe. The trade patterns 

of Wes tern European countries with Asian and other underdeveloped 

countries have shown this trend. They have combinedly protected theme 

selves against competition from a growing nation and exploited the 

raw material markets in the same vein. This theory of detente economic 

diplomacy has not yet met with any practical counterblast from the exploited 

nations. If the counterblasts cau ever be organised the EEC may cry 

hoarse to disband itself. The emerging Africans may go desperate as 

soon as they can stand stable politically, 

1he doors of free trade in their endeavour to · promote national and 

regional interests. The co-operation and spirit of .mutual -assistaace 

somewhat noticeable in recent decades is now disappearing. quietly. 

The political bard line indicated by the oil producing countries may 

finally melt away and nations which felt embarrassed at the alleged 

show of oil as a political strategy are preparing themselves with reta- 

liatory measures. One big economic. power has already threatened 

starvation to the oil princes. This is not an empty threat. It may 

overbrim as soon as the safe reserve of eneregy is created with the 

help of political counter strategy. Many oil consuming developd coun- 

tries have their own oil resources, but they have managed to grow on 

the oil recourccs of underdeveloped nations and . succeeded in preset- 

ving their own deposits more or less intact. The Arabs may 'dissipate 

their resources and go pauper in oil in course of a few decades. 
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9. We may now check up where we stand in this world with 

our human resources and planned targets and what result we should 

expect. Professional economists are supposed to forejudge international 

situation and forecast trends and th m go deep into their vortex. They 

are to assess the internal condition of the society which counts in 

the economic shaping of a nation. What is needed in Bangladesh to- 

day is to restore discipline in all sectors of life, mobilize its human 

resources into production activities related to mass consumption goods, 

create a sense of confidence to stand alone on one's own potential 

capacity to survive, standardise major consumption items like cloth, 

food etc., and impose ban on luxuries. Bold economic action may be 

undertaken by the political leadership without much of the nicety of 

a technical document called a plan. We should have planned deve- 

: lo'pment and growth but only after we bad reached some sort of 

stability in the most vulnerable areas by taking bold and desperate 

. steps which are called for right now. Meanwhile, the implementation 

of the plan may be kept in abeyance and the idea of a revised plan 

. ( annual or five year ) need not haunt us for the time being . . 

oil princes are cementing bonds of regionalism more seriously than the 

ties of cultural affinity. The Zionists have helped forge greater unity 

in West-Asia now than ever before. 

Political Economy 



It is significant that the First-Five Year Plan is launched at a time 

when the country is und ergoing social transformation in political, eco-. 

nomic and cultural fields. The replacement of autocratic rule by democracy, 

state principles by secularism and an important aim to replace capitalistic. 

method of production and distribution with .social ownership and more 

equal distribution of income within the framework of socialism a!e_ 
distinctive indications . that the society is already preparing . to accept 

change in both ideas and methods. What is more important, the demand 

for social justice underlying the liberation war created a new belief that 

the. country will give a new social order replacing the old where· ther~ 

;ill be no means of exploitation, true to the spirit of national indepen-. 

dence. The country's five-year plan is supposed to accommodate and 

promote the soclal cause. A plan for its execution is, in turn, dependent 

on· the socio-political institutions given in the country in order to claim 

more realism. A development plan taking: wideranging programme in develo- 

pment fields, making provisions for bigger employment opportunities, disC:. 

ouraging .concentration of wealth through uniform income policy etc., may 

promote the cause of democracy, while its aim to fight poverty and 

discourage. private owner-hip in capital-intensive and large-scale industries 

can make private interests subservient to social interests, an - important 

pre-condition to socialism.' That the First Five-Year Plan of the country 

recognised the change already taking place in the society and aims to 

strengthen them further is Stated thus. ''tO CODSOJidate the gains made SO 

far· in the socialist transformation of Bangladesh, to extend by stages 

the sphere of state participation. consistently with the ability of the state 

to manage and organise efficiently, to ensure a wide diffusion of economic 

opportunities in the self-employed sector in the urban and rural areas ; 

and to change the institutional framework of the economy of Bangladesh 

at a pace consistent with" concomitant changes in social and political 

attitudes, motivation, organisation <1,nd mobilisation of efforts," . 

Socio-Economic Perspective of the First-Five. 

Year Plan of Bangladesh. 
By 

A.R. NEGABAN 
J agannath College. 



An important confession made in the plan that it is to be realistic 

towards the political, economic and social institutions obtaining in the 

co:illl~J and formulate guidelines of the plan accordingly, for otherwise 

a-=--t6o ambitious or an abrupt dislocation may seriously disturb the working. 

of the economic and political system. A passage from the First five.Year 

Plait to such an end may be quoted-i-=Por ·building a socialist society we 

mmt be able to make a correct assessment of the objective conditions 

obtaining in the country. Without this assessment, a country may adopt 

a programme which is unrealistic, either too ambitious or too modest. 

\yllile formulating. programmes, we need not only take into account the 

oij!_ctives . which we wish to attain but also the human agents who will 
be required to implement the programme, The planners in a country 

cae only give . the direction. . Execution of policies and programmes 

depends entirely on the political will of the country and as such on 

the "commitment and effectiveness of the leardership, the ability of the' 

P.a~y. in power. to mobilise the people and dedicated functioning of the 

Gevernment machinery". The Planning Commission suggested certain 

cbiriges in the given socio-economic institutions in the country in order 

fo make execution of its programmes more effective. Before citing them 

here let us make a brief assessment of the objective conditions eJtistin' 

in the country following the liberation war. 

Although the 
1.liberation 

war started against the regional economic 

e~oitatiorr 'in Bangladesh which brought in turn, social justice in the 

soeiety, .tbe country fell· into utter confusion immediately after indepen- 

daice about the future shape of the economic system and the widely held 

view of socialism also shrouded in mystry. Amidst confusion and damages 

already done to the economy, economic activity in all quarters came to 
. . 

a:slo.w pace· resulting naturally in serious shortage of essential goods, 

ant created to some extent economic uncertainty. Reconstruction and 

reliabilitation programmes by the government and international agencies 

cosld, however, restore the economy to a working position. Private eco- 

nomic activity started to· regain after an initial set back along with much 

JIXaSUres for reconstruction and rehabilitation, but they largely worked 

against social interests. Scarcity of essential commodities and huge premium 

oa imported goods at short supply gave wicdfall profits in the bands of 

the private traders. Monetary inflation at a quick pace only turned the 

situatiOn -to the worse. Meanwhile Government came with a programme 

of. nationalisation of big industries, banks and insurance companies and 

f~ei~ trade 'with a motive to prevent private ownership over bi~ enter-, 
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prises and pave the way towards socialism. But there was no clear-cut 

institutional mechanism at the hand of the Government which could run 

the nationalised enterprises. Government functionaries, as they are the 

product of their colonial heritage, suffered from their bureaucratic approach 

to run state enterprises end lacked proper reorientation to make themselves 

subordinate to the people. Nationalised enterprises also fell a victim 

to an undercurrent of private pilfering. Since private enterprises are still 

dominant. in distributive field they got delivery of public goods at a price 

much below the -rnarket price. Such practice worked against the interests 

of both nationalised enterprises as well as of the consumers. The same 

phenomena occured in construction, public works and foreign trade 

sectors. Workers in the nationalised industries, as they are inexperienced 

to run public enterprises and unaware of socialistic convention,· started 

.to press for their sectarian interests very often through coercive methods. 

:such attitude of the working class to press for only higher wages un- 

related to productivity and refusal to fulfil their obligation to run state 

enterprises efficiently creaetd an obvious sickness in the nationalised sector . 

. There. is no check .against such craving for private profit at the cost of 

social interests which usually comes from a politcial cadre in a socialistic 

country. The middleman and feudal landowner in the agricultural and 

trading fields already established a working relation whereby · poor 

cultivators were being systematically exploited for their dependence on 

Iandlords for. land, work and credit. Unequal property ownership and 

unearned income in business thus created opportunism among the social 

classes, High living standards of a few and worsening of the conditions 

of those who had a comfortable living in the past gave rise to social 

tension. The question, most pertinent at this stage is what else are the 

Planning Commission's justification and sugge-ted outlook to frame a 

realistic plan which will bring socialistic transformation of the economy 

~s quickly as possible. 

· The only. justification seems to be, in the opinion of the Plan- 

-ning Commission, that in view of the political climate created in the 

war to build an exploitation-free society and absence of any possibility 

to retreat from what is promised and already achieved, the plan aims 

-only to consolidate these and work gradually to bring in the public 

'sector activities which represent social interests. People are more politi- 

"cally conscious now than at any time before and they are also aware 

-of -the need to resort to poliucal stru9~le for building &P. e~ploit~ti9g 
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free .society. All political parties more or Jess profess their inclination 

to socialism. On the economic front. as yet there is no concentration 

of capital in private hands ; this could show an unfortunate turn, and 

the adverse tide of private capitalism during the two years following 

liberation may be reversed given appropriate social institutions and 

government policy. Nationalisation is a significant step to check its 

rise Although feudal forms of production in agriculture still survives. 

large-scale feudal landownership is being prevented by law, and land· 

ownership pattern is now more uniform. Since workers are vety much 

conscious now than at any time before, they arc also not going to 

back any form of exploitation by the employers eh her state or private, 

Among the poorer masses collective will is gradually taking root. 

As the socio-economic institutions prevalent in the country are 

not so smooth to work out a socialistic economic programme, the 

Planning Commission suggested a few institutional changes as pre- 
conditions for transformation of the economy. In their opinion •itbe 

removal of the capita list system of income distribution, of the private 

ownership of means of production and of the pre-capitalist mercantile 

or feudal forms of production relations is a necessary pre-condition to 

social transf orrnation . .. . In ah economy where more than SO% of the 

activity is dependent on agriculture, it is inconceivable to bring in 

socialism without the socialisation of agriculture". Reforms to such 
an end are needed to be worked out in phases. In landownership 

co-operatives among small and landless farmers ; in large, heavy and 

basic industries ascendency of the public sector ; in trade, both domestic 

and international as well as in housing, transport and distribution, state 

and co-operatives will largely rule leaving small enterprises and retail 

trades in private bands. In such a society, where the function of the 

state is usually more than in a welfare state, the public sector will 

perforce be expanded. The size of public expenditures will correspond 

-accordingly. For radical changes in a society where traditional values 

and habits are firmly rooted, there is also need for a political cadre, 

devoted to the ideology of the state. A political cadre having root in 

the masses and motivated by radical ideas can mobilize the people and 

transform the behaviour pattern of the society. The cadre will educate 

and motivate the people about the benefits of social change, at least 

from the traditional norms to a progressive outlook. This is because 

unless the broad. masses ate aware of the changes the society requires 

apg accept those spontaneousb no plan, however biased or formyl1M4 
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Although sincere to the political will of the country and careful 

~~o adopt them as plan perspective, the Planning Commission leaves 

enough of doubt about the maturity of such will and has accepted 

them without commitment. That the opinion of the Planning Commission 

is hypothetical is clear from the lines quoted below. =It does not 

assume that within five years we can approximate the social structures 

prevailing in other socialist countries nor does it assume that the experience 

of the post liberation period disqualifies us from all attempts to organise 

productive forces more efficiently and with a view to realising social 

objectives0 i Sili~e a plan is as weij a political document the peoplo 

Along with institutional changes productive forces are to be 

released fast in order to remove poverty. The economic perspective cf 

the plan is thus first and formost to remove poverty as quickly as 

·possible. A developing country like Bangladesh having little of available 

resources at the base and burdened with heavy size of population can 

ill afford to waste resources in an unplanned manner. Nationalism, as an 

Ideology of the state, also calls for self-reliance in basic needs of the society. 

It also demands basic discipline in the production field from both Jabour 

-~Q.d · management while retaining their democratic rights, and hard work 

to expand production capacity. People must have confidence in the 

Government and its policy to work out au economic system where 

-~ach social group has its due share in national output. . Government 

should also succeed, in turn, to convince the people of. its determination 

to ensure a minimum living standard to all. Effectiveness of Government 

policy to mobilize surplus resources in the economy, create work for 

Jh~ unemployed and ensure equity in income distribution and regional 

development are most important. Fiscal as well as market policies 

ar~. to' be strengthened and plans and programmes co-ordinated to get 

the benefit of socialism. To put in the words of the Planning Commission, 

'-'for· a well formulated socialistic plan the basic premise has to be 

!b~t Government and the ruling party have the will and determination 

. to transform a society with traditional values to a production oriented 

_ ~s;iety ·where work, discipline and savings are the basic tenets of 

~ society", 

for socialistic transformation, can reach the end. The members of the 

cadre who will create public opinion in favour of a social reform must 

also be honest, ready to make sacrifice and completely identify them- 

selves with the policies and ideology of the state. 
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and their representatives determine not only the background of a plan 

but also its implementation. Taking purely an objective view the 

socio-economic trends during post-liberation period is contrary to the 

spirit of liberation, and collective will 's being undermined. Absence 

of a socialist tradition, failure of private quarters to recognise social 

interests, bureaucratic handling of nationalised enterprise, traditional 

habits retained in the rural economy, strong private rather than social 

interests, all are interacting to put the wheel back from the path of socia- 

list transformation. An advent of socialism through market mechanism, 

retaining private right in distribution and 80% of natural property is 

doubtful. Socialistic transformation of a society is a revolutionery process. 

Unless the commitment of the society to socialism is strong enough 

and government can mobilize people and resources to that end, it 

would be mere wild speculation to visualize socialism. A vital force, 

the political cadre, is yet to build up· which is completely devoted to 

the ideology of the state. In absence of political check the public 

sector may be degenerated into corruption and inefficiency while the 

prospect of the private sector is bleak. When the conflicts between 

the private and social interests are almost sure to remain during the 

initial stage of social transformation, adequate safeguards to social 

interests coming in conflict with private interests is called for. Govern- 

ment machinery' is to be nry much cautious. and relative preference 

for collective interests to private interests receive utmost consideration .. 

For example, co-operatives in farming, industrial ownership and manage- 

ment' distribution of goods, trade and transports, all at the base of 

socialism, cannot function unless the state at the top of the social 

.organism can· proprely direct, motivate and manage to work through 

them. Furthermore, the distribution of control of property between 

individual and collective bodies determine the degree of dependence of 

an individual member. on the society. The whole process requires 

a clean perspective and vision regarding the socio-economic goal of the 

society. 

.'·. 1 ' • • t - J ~ 
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The First Five-Year Plan of Bangladesh has been launched in 

the midst of great uncertainties regarding the possibility of effective 

implementation of the various development programmes envisaged in· 

the Plan. The uncertainties arise due to, (i) the poor quality of statis- 

tical information used in formulating the Plan which was unfortunately 

unavoidable in a war ravaged country ; (ii) the lack of indepth study 

on various aspects of the economy ; (iii) the absence of adeqate social 

and economic institutions ; (iv) the absence of a long term Perspective 

Plan, of which the First Five-Year Plan should have been an integral 

part ; and finally (v) the fact that some .of the basic preconditions for the 

formulation and successful implementation of a socialist development 

Plan are missing in Bangladesh. 

Some of the internal contradictions that are apparent in the policy 

frmework suggested in the Plan in order to implement the programmes 

contained in it, can be directly attributed to the absence of a long term 

Perspective Planning framework for Bangladesh. The Joni? term pers- 

pective is necessary not only to define the quantitative targets consistently 

but also to identify clearly the long term qualitative changes which are 

to take place in the society. As a first step towards bringing about 

I. INTRODUCTION 

MOHIUDDIN ALAMGIR * 

.. 
By 

Some Reflections on The Objectives; 
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some qualitative changes in Bangladesh attempts are being made to 

redefine all types of social relations in a manner that in many cases 

represent significant departures from the past. Such departures are warran- 

ted by the fact that Bangladesh has set for itself the objective of 

establishing a socialist order. However, the following preconditions for 

socialism seem to be missing in Bangladesh. 

(i) All political groups in the country must adopt socialism as 

a way of life in the · sense that all policies ·pertaining to the social and 

economic development must be formulated within the framework of a 
socialist ideology. 

(ii) In a society where most of the people are living at the sub- 

sistence or below subsistence level social consciousness will emerge only 

if there is dedicated leadership and political cadres who will formulate a 

rigorous Plan for the ideological and political orientation of the proletariat 

( peasants and workers ). }'his is what can. ensure maximum cooperation 

from below in the process of socialisation. 

(iii) It is necessary that in a socialist country the top hierarchy 

of the Central Planning Authority be composed of dedicated socialists 

with very close political contact with the executive authority. This 

is important because, on the one hand, the planners should be able 

to advise the political authority in matters of social and economic 

development and 'on the other band, an atmosphere of mutual confi- 

dence must prevail in order to ensure a smooth functioning of the 

decision making process at the top. 

(iv) Jn a socialist economy, planning is not passive but active 

in the -sense that the Plan incorporates all aspects of national life. It 

is therefore: necessary that there be vertical and horizontal flow of i!lfor- 

mation in the planning process. This is possible if in the process of 

Plan formulation participation from all walks of life is encouraged. 

In point of fact, within a centrally planned economy there is consi- 

derable scope for decentralized decision making and for the formulation 

of small Plans with scope limited to given areas or aspects of national 

life. Thus, local development Plans and regional development Plans 

should be initiated at the local and regional level and they will ulti- 

mately be integrated into the national development Plan by the Central 

Planning Authority. 

It is with the above background that one should evaluate the 

obiectives, strategies and the priorities of the Five. Year Plan of Bangladesh. 

b Section II, the objectives of the Pl~n will be critically evaluated, 
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1Goverrunent of the Peoples, Republic of Bangladesh, Planning Commissionj 

The First Five Year Plan 1973-78, p.2. 

2Ibid., PP- 190-1. 

3Acciording· to some estimates made available in a study by A.A. Abdu.,. 

llah at the Bangladesh Institute of Development Studies, the total area 

acquired under the Act of 1950 was only 163,741 acreas (less than 1% 

of total net cropped area) and the total ex~ess land declared under. 

The Bangladesh Land-holdings (limitation) Order, 1972 is only 76,712 

acres, See his, "Land Reform and Agrarian Change in Bangladesh,", .• 

Bangladesh Institute of Development Studies (mimeo), p.34 and 6.1, 

What the Plan document says in Chapter I under the general 

framework of the Plan is very encouraging since in many ways some 

of the assertions made in there truly reflect the hopes and aspiration 

of the millions in Bangladesh. The most important of such assertions 

within the context of Bangladesh is the emphasis on changing the land- 

ownership relations. The Plan says, =In an economy where more than 

80 per cent of the activity is dependent on Agriculture.it is inconceivable 

to bring in socialism without the socialisation of Agriculturev.! Un- 

fortunately the land policy- advocated in the Plan calls for a 100 bigha 

ceiling on family landownership of cultivable land and this certainly 

falls far short of the sentiment expressed in the quote above. This 

will leave only an insignificant amount of land in the hand of the 

state to be distributed among the landless cultivators as suggested in 

the Plana. 

The above has direct relevance to the realisation of the basic 

objective of the Plan, that is, to reduce poverty. Three instruments 

are suggested to realize this objective ; (i) employment expansion-the 

Plan proposes to create 4. l million jobs ; (ii) accelarating rate of growth 

II. OBJECT[VES OF THE PLAN 

Section III will comment on the analytic framework of the Plan. An 

attempt will be made to provide a new framework and use it to 

obtain alternative growth paths for the Bangladesh economy. Saving, 

investment and employment strategies of the } Ian will be discussed 

in Section IV, Alternative estimates of saving, investment and employ- 

ment will also be presented. Some concluding remarks will be presented 

in Section VI. 
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of income-it is projected that over the Plan period Gross Domestic 

Product (GDP) at 1972- 73 prices will grow at the rate of 8. 8 % per 

annum ; and (iii) use of fiscal and pricing policies for equitable distri- 

bution of income. What is very surprising is that an important ( and 

perhaps the most effective) instrument to reduce mass poverty and achieve 

a better distribution of income, an equitable distribution of claim on 

ownership of urban and rural properties, has not been seriously consi- 

dered by the planners. Income redistribution through employment 

expansion takes place at the margin only, since this policy as such can 

not affect the existing pattern of distribution of the means of production. 

However, in the present context two questions remain to be answered. 

(a} Given the production Plan and technology, is the expansion of 4. l 

million jobs in the Plan period a feasible target ? (b) Will the creation 

of additional job opportunities necessarily imply optimum distribution of 

income as claimed in the Plan' ? The target of 4. 1 million jobs will 

be examined in Section IV. Additional job creation by way of 

increasing total output will raise average income but the distribution 

of the total income may remain far from optimum. Besides, the problem 

of defining the concept of optimum income distribution remains 

unresolved. 

The combined use of the second and the third instruments is no 

different from what was attempted in a number of countries including 

pre-March 1971 Pakistan, where development Plans were formulated within 

the framework of a mixed economy. Jn all of these cases, emphasis was 

placed on income growth and only marginal redistribution of income was 

attempted through fiscal and price mechanism. Except in the cases of 

setting minimum prices for agricultural commodities, minimum w~ge 

legislation, and the supply of essential consummables in some urban areas 

at less than market prices, the general income redistributive effect of fiscal 

and price policies in pre-March 1971 Pakistan has been negative, in the 

sense that there has been substantial transfer of income from rural to 

urban areas and from lower income group/wage earners to higher income 

group/capitalists. What needs to be recognised here is that in a 

predominantly subsistence economy a substantial portion of the income is 

consumed at the source and there is little. scope for indirect policies of 

the Government to affect income distribution. Furthermore, the scope 

in a developing country for mobilizing resources through direct taxation 

of the- unearned income in the industrial, trade and service sectors is 

: First Plan, P. 17. 
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1It follows that policy (iv) i. e. withdrawal of subsidy, althought. .~::: 

move in the right direction, yet will bring. little or no benefit to , the __ 

small farmers. Within the framework of the Plan a more sensible policy. 

would be to continue a reasonable amount of subsidy to the small 

farmers and charge a higher than cost price to the large land holders; . .. 
. \ 

very limited. Therefore, nothing short of a direct attack on the source 

of income will be successful in bringing about an egalitarian distribution. 

of income in Bangladesh. · 

Income ceiling placed on the salaried persons in the organised sector: 

is mentioned in the Plan as a measure that will help reduce inequity 

in income distribution. However, it is well-known that this measure. 

affects only a fraction of the total labour force in the country and its 

effect on the overall pattern of income distribution in the country is 

negligible Untill measures are taken to curb all types of income, partial 

income ceilings will only prove to be inequitable. 

In this context one must draw attention to the Plan strategy for 

equitable rural income distribution as enunciated on pages 88-89 of the 

Plan document. The essence of the strategy is ; (i) spread of new 

technology ; (ii) increased representation of small farmers and landless 

agricultural workers in all credit and cooperative organizations ; (iii) 

creation of employment ihrough rural works programme and labour 

intensive techniques in farming ; (iv) withdrawal of subsidies and finally 

(v) dispersal of rural industries. 

Spread of new technology in the absence of relevant. institutional 

changes particularly in production relations and landownership, will 

benefit on Jy the farmers with large holdings, no. matter whether pr ~ot 

any significant change in. the management of the credit and cooperative 

organizations is brought about along the lines suggested under policy 

(ii) above. The initiative of adopting the new technology and bidding 

away inputs at higher prices will always remain with the large farmers; 

These farmers are likely to utilise their newly generated surplus either 

to acquire more land thus displacing small farmers from their land. 

and/or to acquire industrial and commercial capital 1• Therefore, unless- 
very carefully controlled by the state, it will not be surprising. if this. 

class also tends to dominate the ownership of small rural based iadus-; 

tries and expropriate the surplus created by the rural labour in whose 

interest policy (v) above is being advocated by the planners. The .rural. 

works programme and its impact on income and capital formation .has . 
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been a matter of debate in the past. What is most important "to 

note is that the past programme was foreign aid based and therefore, 

its viability was always in question. Although the First Plan has been 

very careful in defining the organization and the accountability for fuuds 

( First Plan, p. 164-5 ), it is not clear wher ! the 50 percent of the 

total expenditure under rural works programme which will be provided 

to ward committees as grant, will come from. Besides the fiscal arran- 

gement for the repayment of the other 50 percent treated as loan is 

not very clearly spelled out. In fact, what needs to be emphasized here 

is that such programmes should be self sustaining and appropriate in- 

stitutional arrangements should be made to distribute the benefits 
from the works programme more equitably. 

It follows from the above that one can not talk about an equitable 

distribution of income in Bangladesh without ensuring equitable distribution 

of the rural income which in turn can not be discussed without reference· 

to the distribution of landholdings and other forms of rural property. 

In essence an equitable distribution of rural income can only come from 

an equitable distribution of landholding. This must be interpreted 

in terms of equitable claim on the output from land. Such claim can 

be established only after all landholdings have been nationalized. After this 

step, the production in agriculture should be organised on the basis of 

a number of collectives. Within each collective, the source of earning 

c in physical or in financial terms ) of the members would be wage for the 
labour contributed. 

Other elements included in the list of objectives in the Plan document 

ere better understood either as constraints on the Plan formulation (deter- 

mination of size. and structure of the Plan ) or. strategies for implementing 

the· Plan. In the tradition of the Plan documents prepared during the 

Pakistani regime, our planners have prepared a long list of what they 

dill -objectives', But essentially some basic constraints and strategies 

have been confused with objective [s). To give a few examples, reducing 

dependence' on foreign aid can either be treated as an objective or a 

constraint. In either case it would have been proper to indicate the 

trade "off between reduction of poverty and reduction of foreign aid (i.e, 

foreign aid intensity of the poverty reduction programme). Similarly, the 

attempt to arrest the rising trend ia the general price level, is nothing 

more than a strategy to arrest the falling trend in the real income 

~f· the people, particularly those in the fixed income group. Finally, 

it has already been mentioned that employment expansion and income 

srowth are to be treated only as instruments to reduce poverty, 

~ . . 

i:'o1hicai Econoilly 



Given the low level of production in the post-liberation period 

as compared with the last normal year before liberation, i. e. 1969-70~ 

the -First Plan, has the twin task of ensuring a recovery of the economy 

'to "the benchmark level and realising the proposed growth target ·of 

the Plan. All economic variables are likely to behave differently during 

the period of recovery and the period of growth. In point of · fact 

one must . apply different coefficients and cost calculations while deter. 

mining the input (domestic and imported) and capital requirements fot 

these two periods. The entire phasingof investment allocation will depend 

on adequate allowance being made· for the different characters of these 

two periods. · 

·  The technical framework of the First Plan was a multisectoral 

consistency model of the input-output variety. However, with the back- 

ground given above it appears that the input-output technique is likely 

to. prove inadequate as a basis of formulating a recovery and a develop- 

ment Plan for 'Bangladesh. On the one hand, the fixed coefficients 

used to determine the terminal year sectoral output and investment levels 

can not possibly take into account the two distinct phases involved in 

the process of social and economic development of Bangladesh during 

the First Plan, on rhe other hand, the static input-output model is 

unable to specify the path of the movement (annual phasing) ·of the 

economy from the. initial period to the terminal period. The latter 

assumes great importance in an economy where the development 

programmes included in the Plan are implemented through· annual 

budgetary allocation. Therefore, a serious problem may arise because 

there may not exist a feasible path to reach the planned targets while 

ensuring internal consistency during each year of the Plan. Hence, if 

one. must use the static input-output model for determining sectoral 

priorities, it must be made operational by way cf carrying out the 

allocation exercise every year when the Annual Plan is prepared. In 

this way there may be occassions to revise some of the parameters 

or for that matter targets substantially once the current data on the 

working of the economy are available. There are also problems in 

allocating the 'Plan expenditure between public and private sectors and 

in distinguishing between investment and non-investment development 

expenditure. These exercises "rre carried out independentlr of the input. 

III. ANALYTIC FRAMEWORK OF THE PLAN-DETERMIN..\TION 

·op THE' SIZE AND SECTORAL PRIORITIES OF THE PLAN 
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output model and· the 'basis is often arbitrary. -It is also important to 

note .that the overall .. sectoral allocation exercise is carried out without 

any reference to the institutional arrangement under which the actual 

production is to take place, and thus totally ignoring an important 

Hn.k ·b~tweeu institution and the _production process. It is not very 

difficult to see . that unless· specific policy mersures are adopted. the 

'private -sector production activities may negate the assumption about 

technology underlying the inp.i ·-output exercise. Furthermore, since .the 

non-investment development expenditure is determined somewhat arbitrarily 

outslde tbe -basic analytic · framework of the Plan, it is. difficult to 

tl.Pply· · a social profitability criterion to determine the level of such 

~¥penditure. _ Besides, within the given framework there is no scope 

for investigating the. substitutability between. non-investment development 

expenditure and investment expenditure. 

The ·input-output model is also structurally inadequate to offer a 

Iarge range of choice of alternative possibilites of development over 

·W-bich some socio-economic criteria are to be applied in order to select 

.the most desirable alternative. Although it is claimed in the Plan that 

the alternative · accepted satisfies the criteria suggested by the set of 

-objetives" of the Plan one can not see clearly, for example, how the 

same · alternative can ensure maximum additional employment while 

maintaining the lowest level of requirement for foreign 'capital inflowl-. 

This could happen only by an accident and a slight change in the underlying 

coefficients might change the entire outcome. In this context, one would 

like to know how sensitive sectoral priorities, employment generation and 

foreign. aid requirements are to changes in various coefficients 

~ · 'What will be most desirable is not to abandon the input-output 

technique altogether since it has by now gone too far in the preparation 

of the Fist Five-Year Plan, but to revise the method of application of 

the technique. The revision should take place along the following lines. 

First, a one year plan should be prepared by using capital coefficient 

and non-competitive import coefficient tables which will take into account 

the existing under utilisation of capacity as well as an abnormal level of 

competitive import requirements. This will take care- of what we can 

call t_he recovery phase of the Fist-Five-Year Plan. 

1.~.l!}lough this claim is not very explicitly stated in the Plan, yet it seems 

t~ be. implicit in what has been said about employment generation and 

[oreign aid in the·Pla11. · . 
. . ~ . .... .; . . .. ' 
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1Alamgir, M. "Resources for Development", A paper presented at the 

International Economic Association Conference on the Economic Deve- 

lopment of Bangladesh Within the Framework of a Socialist Economy 

held in Dacca, January, 1973. 

2Detai!ed methodology of estimating GDP for 1972-73 ~D9 1973-74 i~ 
given in Ibid, pp. 41~2. 

· Secondly, the consistency model should be solved again for the 

·1ast four years with perhaps the same current input-output coefficients. 

but different capital and import coefficients which are consistent with· 

the possible normal operation of the economy as well as the develops 

ment phase of the economy. Therefore, at least two phasing of inve- 

__ stment allocation will emerge which will be consistent with the present 

. and the future character of the economy of Bangladesh, although the 

task of annual phasing of investment allocation during the last four 

years· remains to be carried out. 

In view of what has been said above about the analytic frame- 

work of the plan as well as some or internal inconsistencies, an 

independent attempt is made here to predict the future growth of the 

economy of Bangladesh. Three. alternative growth paths are identified, 

Basic data are obtained from a study hy the author1. Three growth 

paths have been worked out separtely in order to indicate a range of 

alternatives along with investment. saving, foreign aid and employment 

.implications which are discussed in the following section. 

First, an attempt is made to estimate the GDP of Bangladesh 

for the year 1972-73 at current factor cost (Table I). For the 

purpose of projecting the growth of the economy of Bangladesh over 

the First Five-Year Plan period, the year 1973-74 is defined as the 

recovery phase while· the period 1974- 75 to 1977-78 is defined as the 

_development phase. This is not say that there will be absolutely no growth 

. in any sector during 1973-74 over the level of 1969-70. In point of fact, 

sectors which were already well ahead in finishing the reconstruction 

phase during 1972- 73 will experience some growth while others will 

presumably reach the level of 1969. 70 in real terms. 1973- 74 will the- 

refore, constitute the base year from which the economy will hopefully 

take off into the development phase. Accordingly, in Table 1, the pro- 

jected level of GDP by sector for the year 1973-74 is presented." 

It is assumed that this will provide base for all three growth paths. 
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iDorfman, R., Alamgir. M. and Tabors. R , A Framework for Long Term 

Economic Planning in Bangladesh, Harvard University Centre for Popu~ 

lation Studies ( mimeo, ) 1972. 

Table I also presents alternative projection of GDP by sector for the 

year 1977~78, the terminal year of the of the First Plan. The basis of 
sectoral .growth rates are twofold. First, an evaluation of the past trend 

indicated different feasible paths th.at can be followed if no structural 

change is attempted. Secondly, an analysis of the desirable structural 

change over the First Plan was undertaken on the basis of the experience 

of other developing countries which are similarly endowed with natural 

resources as Bangladesh but which have already experienced certain 

amount of development. The spirit of this apprc ach was taken from a 

work done by Drofrnan, Alamgir and Tabors- at the Harvard University 

Centre for Population Studies. A combination of the two considerations 

stated above produced different sets of sectoral growth rates which seem 

to be within the feasible region f·.>r Bangladesh ( assuming of course, 

Utat the implicit foreign capital 'will be forthcoming ) and which are 

consistent with the experience of other comparable developing countries 

in terms of maintaining intersectoral balance during the process of growth. 

It may be of some interest to compare the growth rates, sectoral and 

total, obtained above with those of the First Plan. There are however 

three problems in making such a comparison. First, in the present 

exercise the growth paths were derived from a base that represents 

actual operation of the economy while the Plan as mentioned before 

uses a benchmark- level which differs from the estimated actual. Second, 

the Plan growth rates are calculated over five years while the figures 

presented in Table I refer to only four years although one could have 

calculated the growth rates for five years. Third, the estimated GDP 

fo_r 1972-73 in· the present study is different from that of the Plan. 

Now, compared with the Plan growth rate of GDP of 8.8% per 

annum (based on its estimated actual l.'372-73), all three growth paths 

here appear very conservative. In point of fact, the rate of growth 

in path III is almost half of what is envisaged in the Plan. What 

is really being attempted here is to give an indication of the margin 

by which the Plan targets may be off the mark, if the values of some 

parameters turn out to be different from the assumed ones. 
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1 \1acEwan, Arthur, Development Alternatives in Pakistan, (Harvard 

University Press , 1971), 

•Khan. A. R. "The. Possibilities of the East Pakistan Economy During 

the Fourth Five Year Plan", The Pakistan Development Review, Vol. 

IX No. 2, Summer 1969. , . 

srabors, R.D.A. Cross National Approach to the Derivations of Capi· 

tal Income Coefficients, Harvard University Center for Poplation Studies 

(Mimee.), 1 1972. ; 

For the three alternative growth paths mentioned above, one can 

now estimate the implicit development expenditure. Estimates of investment 

and noninvestment expenditure are derived separately. The first step in- 

volves .estimation of the total gross investment requirement during the First 

Five-Year Plan period. For this purpose a set of incremental gross 

capital/income ratios by sector were derived from the studies done 

by Macliwan-; Khan2 and Tabors." These were supplemented by recent 

information on capital requirement for capacity expansion in different 

sectors as revealed from the work done at various government agencies 

including the Planning Commission. 1 he sectoral capital/income. 

coefficients were used to derive estimates of gross investment require. 

merit by sector in different years of the First Five-Year Plan. Two 

assumptions were used to arrive at these figures, ( i ) Investment 

output lag was assumed to be one year. ( ii ) In the post terminal 

year all sectors were assumed to maintain the growth rate achieved 

during the Plan period, As for non-investment expenditure, it was 

estimated to be 15% of the investment expenditure. This is what has 

roughly been assumed in the First Plan. 

Estimated 'total development outlay under alternative growth 

paths is shown in Table 2. Total development outlay as a percentage 

of GDP remains almost stagnant at around 14.5%, 11.5% and 

10. 2 % in growth Paths I, II and Ill respectvely. This is less than what 

was achieved during the end of the Third Five Year Plan of the 

erstwhile Government of Pakistan,. This is primarily because · a very 

realistic approach has been followed . in determining the possibilities 

of the Bangladesh Economy during the First Plan and also because 

a deliberate policy was followed to keep the 'necessary capital inflow 

within reasonable bounds. 

IV. SAVING, INVESfMENT AND EMPLOYMENT STRATEGIES 
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1973-74 1974-75 1975-76 1976-77 1977-78 Total 

A, Total Investment 

Outlay 

.!) Path I 6786 7340 7948 8620 9359 40053 
m Path II 5535 590t) 6294 6722 718! 31633 

iii) Path III 4916 5203 5508 5834 6184 27645 

B. Non-Investment 

Outlay 

i) Path I 1018 1101 1192 1293 1404 6008 
ii) Path II 830 885 944 1008 1077 474~ 

iii) Path III 737 780 826 875 928 4146 

c. Total Development 

Outlay 

i) Path I 7804 8441 9140 99i3 10763 460)1 

.~) Path 11 6365 6785 7238 7730 8259 36377 
111) Path III 5653 5983 6334 6709 7112 31791 

D. Total Development 

Outlay as a Proportion 

of GDP 

i) Path I 13.S 14.0 14.2 14.S 14.8 
ii) Path II 11.3 11.4 11.5 11.6 11.8 

iii) Pa~h III 10.0 10.1 10.2 10.3 10.4 

EST(MATED TOTAL DEVELOPMENT OUTLAY UNDER 

ALTERNATlVE GROWTH PATHS 

( Tk. million/ 1972-73 prices ) 

TABLE 2 
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Domestic resources that can be expected to be mobilised under 

different growth strategies are shown below. The details of the methodology 

are available for growth path I in the study by the author refered to above. 

As for the other two growth paths similar assumptions as in Path I were 

made to project national saving. To be very brief, the estimates under 

path I were scaled downwards in proportion to the relative growth rates 

in the other paths. The underlying assumption was, other things remaining 

the same, the amount of" resources mobilised for development is a 

function of the level of economic activity. 

Of course, one could easily incorporate assumptions about inter- 

dependence of the value of relevant parameters with the growth path 

followed. In Table 3, estimates of saving, investment and capital 

inflow under three alternative assumptions about growth path are 

shown. While estimating national saving similar structural and institu- 

-~ioml assumptions· as- stated in the Plan document were retained so 

tbat figures in Table 3' could be' compareable with the Plan figures. 

· ·  ~ ~ ·  Tabfe 3 reveals- one fuel very clearly that within the anticipated 

structure of the economy and the institutional framework, considerable 

dependence on foreign capital inflow remains no matter which growth 

path is followed. All the three solutions indicate declining importance 

of foreign capital pver time, but it is only with lower growth levels 

• there' Is any significanr reduction in the foreign aid dependence by 

t~e' ~erminaf year of the First Plan, Nevertheless, about a fifth of the 

fo~ investment remains to' be financed from abroad. In this r espect 

what is really necessary is not to opt for a lower growth path in order 

to reduce dependence on foreign capital but emphasize structural changes 

in the production process in order to reduce capital/output anti importj' 

output ratios as well as to raise the propensity to save. In all of the 

g'(~h pat~s the saving ratios indicated are 10% of GDP or below. 

J.i.· a mattes of fact. it is· only in Path I that the ratio of saving to 

GDP exceeds 10% by the end of the First' Plan. We can go a step 

further and state that given the determinants of output and saving and 

the underlying functional relationships among relevant variables, any 

Plan that calls for growth will imply considerable' dependence on . foreign 

aid unless determined efforts are made to change the basic structural 

relationships by changing, (i) mode of production, (ii) distribution of 

'he -producf atjd (iii) institutioual framework that govern the production 

process as! well as- . the decision to consume and save by various 

~ aroups in the s~~ieiy. 
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1Alamgir, M, Projected Growth of Labour Productivity by Sector in 

Bangladesh, 1973-.2001, Harvard University Center for Population Studies 

~ IµilfleO. ), 1971. , 

Some comments were made above regarding the objectives, strategies 

and priori ties of the first Five-Year Plan of Bangladesh. I~spite of the 

best efforts put in by our planners, some serious sbortcorniggs remain. 

One, however, understands, that there are. not only technical and physical 

constraints determining the degree to which a Plan will be the reflection 

of the wishes of the people, but also there are institutional and political 

constraints that limit the flexibility of the planners in formulating policies 

for economic development of a country. A lot o(.·the debate over 

details of a Plan, and I think this would include many points raised 

in this paper. becomes irrelevant within a given context where the socio- 

political feasible region rules out many of the options which would 

otherwise have been worth considering. Under the circumstances what 

one could legitimately demand is a more -honest approach towards 

planning in _Bangladesh than what was followed by· our planners· It 

seems to me that it would have been immensely beneficial to everyone 

in the country, if debates were allowed at the initial. stage when the 

appaoach towards the First-Plan was being worked out by the planners • 

VI. CONCLUSION 

We now turn briefly to the employment implication of the First 

Plan. The Plan projects an additional employment .opportunities of 

5.4 million man years, of which 4. l mil1ion represents additional jobs 

while 1. 3 million will go to reduce underemployment in. various sectors 

particularly agriculture. Alternative estimates .have been made in this . 

study by applying labour coefficients ( labour/value added ratio ) ~y 

sector to the incremental value added by sector over the Plan period. 

These coefficients . are based on a study done by the author at the 

Harvard University Center for Population Studies', Increase in employ- 

ment opportunities under alternative growth paths is. shown in Table 

4. What this exercise indicates is that the prospect of additional 

job creation may not be as bright as claimed in the First Plan. In 

point of fact, under growth Paths II an~ III there is.-_the· possibility of 

significant addition to foe already existing reserve army of unemployed 1 

and underemployed labour. 
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INCREASE IN EMPLOYMENT OPPORT-UNI!fIE~ 

--- 
Incremental Value Added Addititional E~!oymeni 
(Tk. million/ 1972-73 prices) ( milliQA) 

.. . . ............. . - ·- - ·- - - - 
Labour 

Path I Path II Path III Coefficient Path I Path II Path III 

1. Agriculture 12974 12200 11437 .00020 2,59 2.44 2.29 

2. Manufacturing 3913 3701 3442 .00017 0.67 0.63 0.58 

3. Construction 2449 2177 1919 .00008 0.20 0.17 0.16 

4. Utilities 420 326 282 .00005 0.04 0.016 0.014 

5. Transport 1032 888 818 .0001 l 0.11 0.10 0.09 

6. Trade 2892 2260 2139 .00023 0.67 0.52 0.49 

7. Services 3236 2431 2277 .00023 074 0.56 0.52 

8. Total 26916 23983 22314 5.00 4.44 4.13 

TABLE 4 
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I am sure in that way some of the internal inconsistencies of the Plan 

could have been avoided. Besides, the declared objective of Bangladesh 

being establishing a socialist order, there should be open debates on 

the concept of socialism since it will throw out into the open the 

nature of the required institutional (social and political ) changes which 

have to be :br9µghU~]?out_if.. we. are to eliminate all forms of exploitation 

from the society. Some of the comments made in this paper and 

alternative - planning -exercise~ .. carried out, clearly emphasize the need 

for-breaking .away ftom the traditional institutions if the limitations im- 

posed by resource. availability and existing modes of production are to 

be refaxea--so that "the people of Bangladesh can enter into an era of 

progres~ which ,.d~pen9s more heavily on internal resources. 
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By the time the Five-Year Plan was approved .. and r.eieased it 

had already become outdated. This is not entirely ~ the -fa~it .9f .-~he Plan 

itself, but it dramatizes the fact that in a fast-changing . world · one 

literally has to go out on a limb to prepare - a comprehensive national . : ..... , . . 
document claiming validity for five long. years. As a . drama-loving 

nation it is probably a good beginning for us., 'The -., lesson; -_ which 

would have been missed in less conspicuous circumstances, - will have 

better chances of sinking into our national consciousness at the Vf?ry 

outset of our planning experiment. 

Domestically, for a long time we made ourselves believe th~ :we 

are in a kind of subsistence equilibrium; a . sort , ot being at the bottom 

of the pit which cannot be any worse. Presently.c airude awakening 

is gripping us all. The impossible is happening ... W~ are- sinking deeper 
and fast. Internationally the poor countries are iQ.a tighter :sque~ze-_ than 

ever. Prices of foodgrain and oil have defied the general inflationary 
. . . ~ ·.- 

price rise for all other products and are reaching inconceiveable heights. 

The most disturbing aspect of all these phenomena is the speed at 

which they are taking place. A newly liberated natfon; wl:iich ·· sacri- 

ficed a great deal for its independence and hoped to enjoy .fhe fruits 

of independence in terms of a better life, is discovering itself harder .. 

pressed against the wall. Horizon of patience for the nation is .. dra~ing 

goscr and closer. 

One-year Plan Rather Than 

Five-year Plan 

I 

Planning In Bangladesh ·. 

Format, Technique and Priority 
By 

MUHAMMAD YUNUS 

Chittagong Uuiversity 



• • 
PlanmAg\.f or. -Growth Versus 

Pllnning =for · Development- 

~~t "{)ffffi-''~annets ·allbw themselves to . ignore the. r distinction 

tfl~eif ·flie'ep1a~ingnfor:;!rijwth "and -the planning- for development. 

The distinction between the two is ·real and vital. In .'gr.ow~plantiing 

i0$fi~utions are aiven. Calsulatiens are made to organise economic 

II 

Planning is not a one-shot excercise to be taken up once in 

·'fife ')reif§;,· Jn!:ts ~a 1-Conlmtfowf process. Unless mechanisms to adjust 

ahil~ littapt'' ttie' 'Plan'. to ·the· changing reality are built into the . -system, 

's~oner <or 1ai~r··'it ~2;iji} ;;become 'an exercise without ·any -practical- slgni- 

rficiih<!C~ ·- ·Wlth'~ilii' sug'g'este"ll"1f6rmat there is a chance that we 'may- ride 

·ttterthe"'7otatite3 tof'ees· 'anti 'guide 'the -economy towards ~he,; desired 

tHrittt-on. 

In a situation like this, five-year format of a plan, as is tradi- 

tiona.lly practiced, does not seem efficient. If it takes two years to 

prepare a Five-Year Plan, by time it is ready to be launched it is at- 

least a year out- •of date ,in ·its thinking. By the time it reaches the 

mid-point of the plan-period the plan starts reading like a historical 

document· ohti~g(ide ;<days~ An alternative formant, in keeping with the 

need of the time, would be an Annual Plan. The Planning Commission 

has already produced two Annual Plans. Both of them are better 

documents-more relevant, useful and dependable than the Five-Year 

Plan. This paper is not making a case for the Commission to continue 

their practice of preparing Annual Plans, which, as an aftermath of the 

still-birth of the First Five-Year Plan, anyone can predict they will. 

This paper is arguing for a complete reversal of the present planning practice 

of treating the Annual Plan as the current-year interpretation of the 

Five-year Plan which commands the prestige of a near-sacred national 

document. This practice should be replaced by making the Annual 

Pratt -as' tlHf' ·baste:· :rpnttfnirig' "format. The Annual Plan will be designed 

'to' bi in6re'1l~iob~orie'1ifeH·-::theh 'philosophical and tuned to the immediate 

;obj&tiv~ c·onIDtl6tfs' .. , This should be a thoroughly datailed document, 

·artiF'ail' · %1.f~treiitieht;' full-bodied excercise within the framework . of 

a rm· 't1etailed/ pffiltfifophical document of the nature of a Five-Year 

·:Petspectivif !pJa.ir.' l'Hi~ "five,;year document will provide basis -for aid 

·11egotiatiorls/;lbii~iteitif agree:fuents and contracts, set the general -direc- 

tion'df tiie eitfiidmy; · 'cotdirlate-and integrate the Annual Plan, 

' . 
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One- Of 'the-unfortunate -stories of economics "is :.'that} ~to"1ia~;r.1he 
--&e~el'opnient -economics- i&. the most underdeveloped'branch "o{ ec'onbmics. 

- 'It -has rremained unorganised, unpromising .and at -a very rudimentiry 

'·level tfe'spite ·the -wide ·interest in -the ·subject · throughout tlnf 1 world, 
. This has forced an undesirable convention upon the .plannera ··in' ')the 

-developing . countries. - Burdened with the serious· responsibility of1planning, 

.planners in these .countries, in desperation, pick · up th~·. available .. !Qpls 

-desigaed .for _.growth .analysis ·in- the absence ·.of ~pprqpjiate :ai¢'yti~al 
. framework-for developsnent .planniag. As _-lo.rig .ii~ .. one .Js aware .of..wb.at 

•. '...- 4 ' ..... •' , ~ • ,,,. :• - ... · -· . 

roae is. doing, l perhaps not much ·harm is done, considering - jh,e constraiats 
., . .· . :. . (,' - ~ .'... ... •.) .: .1, . !i.t. ··- 

under which the planner has to work. But the trouble begins when tho 

Development 'plarining involves selectively discarding :old· io8tit:Ulit1ns, 

germinating 'new -ones, grafting new institutions .to .the' old.ones-to guide 

the ·sotiety from "one level -of economic existence' -to another-level,' from 

one set of social coordinates to another set. While' .growth etakes .place 

.thrcugh · existing - economic flows, development takes _place through 

-creation . of new flows. 

activities to achieve a socially desired level of economic performance 

in terms of specified values for chos_en variables over a time-path~. No 

qualitative change in the economic organisation is stipulated. Internal 

consistency of the system over the time-path . becomes .an important 

concern for the planners. Aggregative planning models designed to' handle 

this type of problems are helpful, and to a considerable degree useful. 

Arra·lytical tools in this particular branch of economics have been refined 

to a high degree of sophistication and computers have provided con- 

venient technological support in making these tools empirically applicable 

by processing innumerable complicated interdependent computations. For 

advanced economies aggregative models yield reasonably - safisfaet'°bry 

results for the purposes they are used . Economists are, - 'by ·" triffhlng, 

competent for this type of assignments. 

But development planning, as is well-known, is .altogether a 

different animaL Process of development ·· involves restructuririg of the 

social organisation in its all dimensions. Behind .the process . underlies 

-a frantic .grouping for an efficient regime consistent' with the "avrut'able 

technology and commensurate with the aspiration of a.· society. Develop- 

ment is in essence, a process of pre-designed transformation : psycholo- 
. . .. . -··  .. c ... ' 

.gical, as much as physical ; a century of slow motion. -changes are rushed 

through - a couple ·of decades . or so. 

. - 
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In development planning economists stand on an uncertain ground 

for more than one reason. 

. Macro-planning is based upon aggregate production functions. Aggre- 

gate production function as a concept has a limited theoretical validity. 

This theoretical weakness of the aggregate production function makes the 

macro-analysis, which otherwise has an impressive structure, undependable 

for empirical use. 

. Aside froni the problems of aggregation, the production function, 

as is usually formulated, is only appropriate for describing manufactu- 

ring processes. This formulation is grossly inadequate for describing 

agricultural processes. If one is talking about agricultural production 

function one must include in it the sequence of Time explicitly, recog- 

- ·nizing the fact that agricultural process is a temporal sequence of opera- 

. tions based on the cooperation between Man and Nature. Each operation 

requires the services of. different factors, human-initiated and natural, 

. ·  at' different intensities and for different periods of time. Usual formulation 

~·of the production function has been made with the manufacturing process 

· in mind where all operations are performed instantaneously to produce 

. instantaneous output, 

This is another· reason why macro-planning may have some 

relevance in the industrialised economies whereas it cannot· but produce 

-:. -meaningless results . for the agrarian economies characterised· by the 

.. :Overwhelming predominance of weather-dependent subsistence farming. 

··-:For· such economies input-output type of excercises have no more useful'! 

;_·ness than providing some heuristic indications of interdependence in the 

economy. 

It is not enough for a planner to say that there are so many 

. mlllibns of acres of land-with so many tons of seeds. so many tons 

· of fertiltzer, 10 many gallons of pesticides and a whole lot of good 

· .. -I~ck We can produce such and such quantity of rice. Between the bulk 

~ .(!f. f:n~~~. ()n . t~e . on_e. s~dc of the production J>rocess and the output on ~e 
• ·.:: . • -. • j 

Manufacturing Production Function Versus 

Agricultural Production Function 

planner himself starts believing in his computer print-outs and behaves 

as .if he will bet his life on it. 
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Perhaps much of what has been said bere is too familiar a self. 

criticism to be retold. Limitations of analytical economics indeed are . 

well-known. What is, however, unfortunate is that they are not well. 

appreciated, particularly at the time when we get down to the business 

. pf preparin? national Plans. We should find frequent occasions to r~miq{J ., 

Indeed the right numbers are immensely useful, but the reason· the 

planner fails to give· the right answer is something more fundamental 

than more clear of that. By his complex mathematical operations be is 

giving his excercise an appearanee of being 'scientific' but in the process, be 

is abstracting away from the social and human dimensions of economics. 

Economics after all, is a study of people. Zealous mathematization 

of economics tends to take it away from people. This is pronouncedly so 

for traditional societies because of the very nature of its organisation. 

M athernatical planning models make the life of the planner easier ; 

he can readily bring out from his tool-box a pre-fabricated design of 

an economic structure whenever he is asked to provide an answer to 

a ·particular question. All be has to do is to fill in some blank spaces · 

in tbe design with some numbers, the rest is done by his faithful machine. 

Whenever the planner is proved wrong, wbich he is ·more often than 

not, be simply shruggs saying : Give me the· right numbers, I'll give 

you the right answers. 

oth~r side, there is a fascinating human story where Time, Nature, 

bureaucracy, greed, ignorance and many more elements come into play. · 

A 'planner who· cannot decipher 'the 'mystery or this intervening· story 

is not competent for his job. This is where the secret of 'development 

lies. Mathematized economics takes the the planner from one side of 

the production process directly to the other side without ailowing him 

any glimpse in-between. 

Unless the· planner is determined to go beyond bis mathematics 

and make an explicit effort to understand the real drama of develop. 

ment 'bis Plan will remain a useless piece of mathematical craftsman- 

ship. Some economists of this country have been trying very hard to 

get 'this very: message across when they suggest that it· will do a world 

of· good· to a planner to spend a week in a remote village without· 

disturbing its natural · setting and watch the life go by rather than 

sitting in 'bis urban office absorbed in the mission of trying · out the 

newest technique of estimation. 
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. The planning process should start at the local 1eve1 not end there. . ., - .. . . ~. ~ .. . . , 
The Planning Commission Aas_ . underscored the importance of decen- 

tralisation but failed· to suggest an institutional framework for a meaningful 

deeeatralisafion." As long as· the Commission remains the exclusive 

authority to do: all the dreaming on behalf .of the nation, its desire for 

·de<:Cntratisation.cannot be .translated into reality. There is v.ery .Iittle .. Ieft 

for decentralisation if.the planning remainsthe reserve .of the ceatral plMnjp~ .· 

~uthoonr! 

. There is neither .any theoretical justification nor any practical . ; . . . ~ . . 
advautage .in working with highly aggregated models. On the. other hand, 

.. · • !t~: '": ·  ·  ,L • • ' 

all theoretical. ideological and strategical arguments favour disaggregated, 

<J~-~!rii!~~~ ~l~~~i~g. ,.T.he greater the level of dis-aggregatio_n the m~re 

a ~l~D; can accommodate the reality in its details. 

Decentralisation of the planning process will bring it closer to the 

people. Individuals in ordinary stations of life cannot comprehend the 

_global targets defined in macro models. When these very targets are 

spelled out in thei~ micro components within touching distance of the 

individuals, the excitements of reaching for them begins. Individuals, as 

active agents, would accept a challenge if they ·can feel that the horizon 

is - not' beyond their reach. . Their efforts will become more intense if 

they define this horizon _themselves. Their .involvernent will be total· if 

they feel that it is upto them to decide their own destiny. . . . . ~ . 

Decentralised Planning 

..O~v.elopment process is unique for each society. To set this pro- 

cess in ~~-~tion each_' society must find its own unique =open-seasem", 

N~ .. 9~d formula will do the trick. Planning models cannot stand as 

pr~y .for. the down-to-earth understanding of the people and their 

Pf9,~l.eJ.,Ps. .¥aero-planning is a technique which, despite its shortcomings, 

has. tl!f~rd out. to be brilliantly suited for a bureaucratic approach to 

eC9.~oyii~JJKv.elo~ment : all decisions can be handed down from the top. 

H~e, ~re is no scope for people's participation in the sense that tJl.ey 

can involve themselves directly in the decision-making process, 
. . . 

ourse1ve1: that economic science is not as powerful . as we pretend it to be, 

Th~:··~il,_ hopefully: . help shake up the complacency and arrogance 

among the practitioners of this science al).d create an \lrge to fill. the 
sa1ii~ .t~~~- k-n~wledge, 



Yugoslavia demonstrates that planning can be entrusted with the 

local communties and people can handle their own problems, She shows 

that the decentralised planning is a workable propo$iti9Q· 

Before rejecting this idea of local planning as something too academic 

to be seriously considered, it may be worthwhile to examine the Yugoslav 

planning system. Yugoslavia provides an interesting example of decen- 

tralised planning mechanism. While the federal government's Annual 

Social Plan is the basic instrument, republics. communes, individual 

enterprises and economic chambers representing groups of enterprises all 

have their own plans, more or less independent of each other legally. 

The Federal Plan itself is in part a plan for other plans ( since lower 

planning units are expected to coordinate their efforts with it ) and in 

part a summary of other plans ( since it is based to a considerable extent 

on estimates made by the smaller units ). The Five-Fear Plan is neither 

functional nor detailed, and its chief use is to furnish guidance to enter- 

prises and local governments in drawing up their annual plans. In 

Yugoslavia, the most powerful socio-economic unit is the commune 

( average population 40,000 ). Almost all major eco .. omic decisions affec- 

ting the life of the people of a commune are taken at the commune level. _ 

By decentralisation what is implied in this paper, in contrast to 

what is implied by the planners, is the direct sharing of the task of. 

nation-building by all who make up the nation. Local Plans should be 

framed and implemented by tne local communities who are the best judge 

of their needs and potentialities. Jn an overwhelmingly agrarian society 

like Bangladesh this is the most logical and efficient approch to deve- 

lopment. The basic function of the central planning will be to edit, 

process, coordinate all local Plans into a national Plan, and design 

necessary logistics, make supplementary plan to support the grass-root 

Plans, oversee the general direction and performance of the economy, 

provide intelligence, advice and technical service to the local units. 

The Plan makes a vigourous espousal of the policy of decent- 

ralisation and people's participation. But despite all the enthusiatic 

enunciation of the policy what the planners finally incorporate in the 

Plan is nothing but throwing bits and pieces here and there for local 

management ; the major task of -nation-building' has carefully been kept 

in the tight grip of the establishment. 
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The failure of the planners lies in their inability to analyse and 

foresee the. forces working within the economy and outside. In its 

oratorical style the Plan document sometimes gins an impression that 

it has been prepared more for being peddled around the world than 

for domestic action programme. With respect to the over-riding problem 

of food gap, which today threatens all our national aspirations, the 

planners failed to prove themselves equal to the task. They spare no 

Food Self-Sufficiency Plan · 

Before •Development' Plan 

In the midst of a growing mood of frustration the Five-Year Plan 

comes as a disappointment. Not only it bas failed to lift the spirit 

of the nation, it has become an important factor contributing to the 

general feeling· of disenchantment. In its general hand-them-down 

approach and uninspiring, unrealistic strategy it has sealed its fate to 

become a forgotten document. This is a failure of the political leader- 

ship as much as 'the failure of the planners. The leadership has refused 

to pause for a while and . try to grasp the meaning and significance 

of a Plan and the process which generates it. A Plan is only as 

good as the political leadership wishes it to be. In essence a plan 

is the product of the political process, not a product of the genius 

of the professionals and or bureaucrats. Unless political leadership 

knows its mind, defines what it wants get done, and throws its· full 

weight -behind it, nothing will ever get done notwithstanding the existence 

of excellent documents in the pigeon-holes of the secretariat. It is the 

unique quality of the political process that it can throw up just the right 

way to get something done once it can define what it wants to be done. 

III 

Yugoslavia has gone through a process of trial and error before 

the present system emerged. If we are convinced of the importance of 

the people's participation in the planning we have to start our own process 

of trial and error, One can easily point out a host of legitimate diffi- 

culties in recasting the planning mechanism of Bangladesh in the line of 

a decentralised system, but it is doubtful whether one can successfully 

argue that the existing mechanism can deliver the goods. Our present 

crisis presents us an opportunity to break away from bureaucratic plan- 

ning to people's planning. 
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words in their efforts to convince the nation that they indeed are 

aware of the seriousness of the problem. The Plan promises to bring 

the country to the level of self-sufficiency in foodgrains by the terminal 

year. But the rug under the food arithmetic, which makes this self- 

sufficiency achieveable on paper, was pulled away by the Planning 

Commission itself. The Annual Plan. which was released in June, 1973 

gives an entirely different picture of the present food situation than 

does the Five-Year Plan which is a more recent publication. Unfortuna- 

tely for the Plan and the nation the estimates in the earlier document 

happen to be more realistic. 

This is not the first time that we are facing a food problem. 

But never before had it presented itself with more directness and fuller 

import than it is doing now under the prevailing national· and inter- 

national circumstances. The messege now, in its bare essentials, is loud 

and clear : we must stop fooling ourselves and face the problem 

squarely. The way a meticulously drawn up document, such as the 

Five-Year Plan has been rendered obsolete almost overnight should drive 

the point- home that there is no sense in making plans for development 

until we have resolved our food problem first. For the next few years 

the nation must concentrate all its efforts, utilise all its ingenuity and 

mobilise all resources under its command to bring a decisive end to 

the food problem. A Plan which fails to read this message and tries 

to treat this problem like any other problems, will be doomed to non- 

significance, It is time that we bring ourselves around in ·undertaking 

the unglamourous task of preparing National Food Plans rather than 

development plans, 

The Five-year Plan not only fails to make the grade in its food 

arithmetic, it also fails in identifying the right strategy for food self- 

sufficiency. Whatever merit its rrrigatlcn-based strategy might have had in 

it has been virtually knocked off the ground by the sudden steep rise 

the oil price. 

Ao alternative strategy, persuasively advocated by some students 

of agriculture and persistently ignored by the Planning commission for 

no apparent good reasons, is to cultivate HYV rice during rainy season both 

under irrigated and non-irrigated conditions. The advocates of this 

strategy point out that the World Bank, with the help of Soil Survey 

Reports, have identified about 154 lakh acres of land (79 lakh acres 

for Aman and 75 lakh acres for Aus) as being suitable for cultivation 

of HYV rice under rain-fed conditions. If the farmers can be persuaded, 
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inputs and credits can be arranged there is no reason why food 

deficit should persist. By switching from the L YV to the HYV each 

acre can produce half a ton of more rice. In other words, by bringing 44 

lakh acres of land under HYV 22 Iakh tons of food deficit can be covered. 

This sounds ridiculously simple a sloution for a problem which 

so far defied all attempts to solve it ; One should resist jumping to 

a conclusion from the arithmetic of the strategy. Making the switch 

from the LYV to the HYV is not all that simple, but certainly it 

is not impossible. 

Where we have gone in the past and are going wrong at present 

is in the appreciation of the nature of the solution that the problem 

needs. We have totally relied on a bureaucratic approach to solve 

this problem. This approach is good enough to patronise the big 

farmers and the village touts. not for making any substantial headway 

in foodgrain production. The food problem can be solved only at the 

political level, at the people's level, not at the bureaucratic level. 

Unless this is understood and appreciated by the political leadership 

we shall remain saddled with this problem. 

The technology and all the information necessary to eliminate the 

deficit from this_ country are at our disposal. This knowledge is lying 

unutilised because· a very crucial input to put this to work is missing. 

This missing input is the determined political will. With this input 

forthcoming and the leadership deciding to put in their best, the forces 

will be set in motion to end this problem. The determination of the 

leaders must transpire through their actions. If a Minister gives the 

appearance of the chief public relation officer of his ministry rather 

than its chief decision-maker no appeal from the minister is going to 

touch the people. A simple, genuine, decisive gesture from the Agri- 

culture Minister, such as a decision to spend the whole of next Aman 

season in the rice fields of the country, will close the food i;ap more 

than what the planners would wish to accomplish in years. 

The Prime Minister, with his charisma and the status of a national· 

hero, can simply do wonders if be wishes to devote his total attention 

·  to this single issue for a sufficient stretch of time. 

The crucial question that remains to be answered is : Are we 

going to find the the missing input for our agriculture ? 

If an affirmative answer does not come forthwith, this nation 

Will be up for more trouble than it can handle. 

.• 
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* Professor of Economics, Dacca University (Formerly Senior Economist, 

U N Asian Institute for Economic Development and Planning, Bangkok). 

~The background working papers containing the quantitative. analysis 

used by the Plan, including technical consistency effort on quantified 

basis, should be published for providing opportunities of detailed 

examination and analysis by independent researchers. 

The war-ravaged economy (and society) of Bangladesh provides 

a down-to-earth representation of new kind of peacetime battle in which 

the new enemy ( of poverty, unemployment and social injustices) will 
have to be beaten. The enemy in this case in not likely to be beaten 

until the physical assets destroyed by the war of liberation are recons- 

tructed, barriers and obstacles in the way of socially desirable develop. 

ment are adequately removed and until the socially desirable develop. 

ment process manifests itself as a continuous flow of economic. and 

social goods (and services) in accordance with the accepted.' objectives 

of production, distribution and income pattern. 

With the addition of the responsibility of recovery and reccns- 

truction, strategy-planning in Bangladesh has in fact assumed the charac- 

ter of a three-pronged thrust against the new enemy. And undoubtedly, 

this represents quite a challenge, and the formulation of the First Five 

Year Plan by the Planning Commission within two years of the country's 

liberation from armed colonialism represents acceptance of the challenge. 

Two broad and basic assumptions will indeed, be ligitimate iri 

this task of Plan formulation : (a) reasonable quantitative analysis! of 

all available data on the basic elements of existing socio-economlc 

situation as well as informed judgement on the elements. of value judgement 

I. INTRODUCTION : CONCEPT OF STRATEGY AND THE 

BANGLADESH CONTEXT 

BY 

M. RAIHAN SHARIF* 

A Note on Functional Features of the 

Strategy of the First five Year Plan 



•Medium term objectives may be assumed to be achievable , within 
the time-span of a Five Year Plan while long term objectives will 

presumably take several five-year periods to claim substantial achieve- 

ment ; twilight objectives are borderline variety, more likely to be 

achieved by several Plans than by one Plan. 

For conceptual and analtyical clarity, it is highly important to 

note that the functioal character of planning and its implementation for 

the required transformation into a desired development-process works as 

a chain from the long range perspective downwards upto general and 

sectoral/subsectoral/specific policy instruments, The perspective becomes 

functional through its linkages with the medium-term objectives ; the 

medium-term _objectives become functional through their linkages with the 

adopted ·strategies ; and the strategies become functional through their 

linkages with the oprational policy-framework ( general and sectoral ). In 

order to look for the traces of the linkages of the strategy-planning for 

the traces of the linkages of the strategy-planning, backward and forward, 

implicit in the First Plan Formulation, the Planning Commission's list 

of 12 basic objectives may be conveniently classified as long term, 

medium-term and twilight onet as indicated below : 

II. THE BASIC OBJECTIVES AND THEIR LINKAGES 

required have guided the construction of the foudation on which the 

basic framework of the Plan stands ; (b) commitment of the Government 

(including the Prime Minister's plan for the -dedication of ourselves 

to the task of nation-building with single-minded determination' ) implies 

a commitment on the organization of the necessary coordintion, promotion 

and ensuring of the implementation of the Plan, at least, in so far as the 

protection of the framework ( and the essential components of objective, 

strategies, relevant operational policy framework etc.) demands. If the 

above two assumptions are not tenable, the technical validity of both 

the processes of formulation and implementation of the plan will remain 

extremely weak and will appear highly questionable in the eye of the 

future objective evaluators, national and international. 

'" ! 
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(9) Transformation of the institutional and technological base 

of agriculture with a view to attaining self-sufficiency in 

foodgrains ( along with widening employment opportunities 

and arreastiug flow of labour force to cities ) ; 

(10) Laying the g 'oundwork for an ambitious programme of 

population planning and control ; 

(11) Accelerating the rate of development expenditure and 

remedying the glaring deficiencies in social and human 

resources development ( e.g. education. health, rural housing, 

water supply etc. ) ; and 

(12) Ensuring a wide and equitable diffusion of income and 

employment opportunities by a suitable combination of 

projects and programes, designed to harmonize cousidera- 

tjons of economic efficiency and spatial equity, 

C, Twilight objectives : 

( 4) Completion of the work of reconstruction and raising 

output to the benchmark of 1969-70; 

(5) Increasing the G.D.P, growth rate by a minimum of 5.5% 

per annum ( along with increasing fulltime jobs by 41 lakhs 

just in excess of the projected increase in labour force ) ; 

(6) Expansion of the output of essential consumption require- 

ment of masses ( e.g, food, clothing, edible oil. kerosene 

and sugar) ; 

(7) Arresting the rising trend in the general price level (in- 

cluding reversal of the rising prices of essential cornmo 

dities ) ; and 

(8) Increasing per capita income at the rate of 2.5% per 

annum ( along with more balanced distribution between low 

income groups and high income groups. ) 

B. Medium-term objectives : 

A. Longterm objectives : 

(1) Reduction of poverty; 

(2) Consolidations of the gains made so far in the socialist 

transformation of the country ; and 

(3) Reduction of dependence on foreign aid. 
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By classifying all the 12 listed objectives as basic for the First Five 

Year Plan, the Planning Commission seems to have sacrificed clarity about 

the perspective and the various time-spans of the socio-economic growth 

envisaged by them and about the really relevant objectives of the First 

Plan effort. In all fairness, it can he said that the first three objec- 

tives, shown above, have tended to sketch the long range perspective 

within which the First Plan objectives can be assumed to have been 

designed. Out of these three. again, the second and third objectives are 

action-oriented, requiring continuous and consistent attention towards the 

building up of the perspective. Support to this building up of the pers- 

pective is also largely derivable from the four twilight type objectives 

which are of continuous nature covering several Plan-periods. The promise 

of fullfilling all the l2 proclaimed basic objectives during the First Plan 

period, ( in optimal "measure as is implicit in the announcement ) will 

impress a serious analyst only as a show of a hypothetical miracle, es- 

pecially in the contrasting grim situation prevailing during the first year 

of the Plan's operation. One will be considerably baffled in an effort 

to trace the linkages of all the 12 objectives with the adopted strategy 

( or strategies ). 

The statement of strategy in the Plan has, however, been pre- 

faced by the summary version of objectives as : -to generate a rate 

and pattern of income growth which will not only meet a minimum 

consumption standard but 'also expand employment opportunities and 

ensure a socially desirable pattern of income distribution". With this 

general objective in view, the adopted basic strategy is '·to concentrate 

on increasing output in those sectors of the economy which use large 

amounts of labour and to use methods of production which are labour 

intensive". This basic strategy is supported by two specific strategies : 

·a) reduction of dependence on imports of foodgrains; and (b) improve- 

ment of the balance of payments by import-substitution and export- 

promotion; these, however, have ~been termed as "major factors in 

determining the pattern of growth envisaged in the Plan" .3 This is an 

attempt at brevity but is hardly logical in terms of reflection of the 

accepted 12 objectives especially of the major ones like reduction of 

' dependence on foreign aid and socialist transformation of the· country. 

~s a result, the backward linkages of the basic strategy with basic 

objectives seem to have been poorly integrated. · 

3Govemment of the People's Republic of Bangladesh, Planning 

~~mmission-Tlle Firs] Five Year Plan ( 1973-78 ), Nov. 1973, pp. 14-1?. 

Political Economy 112 



4Ibld. p, 2. 

The policy instruments and their operation are in fact the visible 

carriers of the strategy-thrusts which remain hidden as powerful 

undercurrents. The relation between the two sets of propellers is subtle 

but highly sensitive like radar signals. If the ccotacts with the signals 

of strategy are Jost, the policy instruments working in isolation can 

create its own net-work of distortions and disasters driving the per- 

formance of an approved Plan far away from its basic objectives and 

hence from its basic framework. A careful integration of the forward 

linkages will minimize such possibilities. 

We therefore turn to consideration of the forward linkages of a 

few major strategy elements with the operational policy-framework which 

really brings about social and economic changes implicitly envisaged in 

the determination of 'basic' objectives. 

la) Investment Strategy-The invesement strategy of the Plan, 

in pursuance of the dictates of the main basic objectives, has been 

"biased towards meeting the consumption needs of the masses and 

III. THE FORWARD LINKAGES OF THa ADOPTED 

STRATEGY WITH POLICIES 

. However, it can be surmised that implicit straJegie~ will be 

trusted for propelling the forces of activity towards the achievement 

of the two vital objectives e.g. substantial reduction of dependence on 

foreign aid flows and socialist transformation of the country. Such 

implicit strategies are discornible in (a) the stress of the Plan on the 

mobilization of domestic resources and -monetary discipline' ; and (b) 

the simplistic ref ere nee to the identification of ''the forms and manners 

in which the mercantile and feudal production relations. function and 

measures have to be taken to eliminate them" 4 as a step in the 

gradual creation of the preconditions for socialist development. The 

second element is a reference to an assumption on the long range 

perspective, rather than an urge on the need for the adoption of any 

strategy towards a coordinated and effective programme-and-policy guidance 

for the required creation of pre-conditions in specified stages. Programmes 

and ·policies related with the creation of preconditions are of course 

included in the area of distribution without adequate linkage with the 

productive system. 
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Minimum consumption standard and employment creation : 

It is satisfying. that the Planning Commission considered it necessary 

to rely on incomes policy and empolyment policy towards maintaining 

a rmrurnum consumption standard. 1 n pre- l 971 Pakistan Planning, a 

consumption standard was willy nilly incorporated in the Fourth r ive 

Year Plan with the flimsiest chance of success, simply because the 

linkages with incomes policy and employment policy were ignored The 

First Plan of Bangladesh has avoided that weakness with the plausible 

argument that "an increase in employment not only creates additional 

output also makes it available to the lowest of the income groups"," 

The increase in labour force during the Plan-period has been 

estimated, subject tp revision on the basis of the census results, to be 

39.3 lakhs (or 34.5% of additional population). Against this, 41 lakh 

additional job opportunities are expected to be created; leaving the 

backlog of unemployment and under-employment situation virtually intact. 

'lhe creation of additional jobs to the extent of 26 lakh man-years in 

agriculture, will indeed produce the thrust of income-impact in the rural 

areas, both by reducing under-employment (to a certain extent) and by 
providing new employment opportunities. • 

Such income-generating opportunities in the rural economy are 

intended to be further improved by the employment effects of small 

industry, works programmes, flood control and irrigation programmes 

which will be substantially located in the rural areas. And value added 

per worker (because of increased use of labour, not because of increased 

productivity per man-hour) is expected to increase by l O percent over 

the Plan period. This, however, conceals a crucial issue ;. whether 

increased employment is accompanied by proportionate increase in produc- 

tivity so that nominal wages can be closely related with real wages or 

6Jbid. p. 6. 
8lbia. p. 17. 

expanding employment opportunities both through preference for a labour- 

intensive investment strategy and unconventional measures to mobilize 

labour'. 6 This composite strategy is founded on ·four distinctive com. 

ponents : (i) maintenance of a minimum consumption standard ; (ii) 

expansion ·Of employment opportunities as a means of income creation· 

at desired levels ; (iii) adoption of labour-intensive technology in extensive 

areas of production ; and (iv) adoption of unconventional measures 

of labour mobilization. 
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70ECD Development Centre Studies : Technological Change in 

Agriculture and Employment. Paris, 1971, pp.74-75. 
8Vide A.K. Sen, Choice of Techniques,' Oxford, 1962 l Appendix-Cj 

in which the various technological conditions in cotton including cloth 

weaving handlooms have been examined. 

---- ----·----- 

output at least of wage goods. Planning Commission has avoided a 

straight confrontation with the issue because of the strong probability 

of generation of employment at the expense of generation of output 

(which is in other words a built-in foundation of inflationary pressures 

because of the. strategy itself). 

A survey of the Indian experience of the application of the modern 

technology in rice cultivation has shown that in various regions ( with 

different soil conditions _), increase in productivity has ranged between 

10% and 117 % while expenditures on hired farm labour increased on 

average by 40% ( which ignores the cost of labour used towards reduction 

of under-employment of the members of farmer families ).7 In small 

industry also, researches undertaken in India indicate that increased use 

of labour in substitution of capital is feasible but use of capital per unit 

of output may not necessarily 'be less than in the capital-intensive technology 

-based industries.8 

The critical linkage of employment policy should, however, still be 

with the absorption of inputs ( which depend on financial and physical 

resources) and mobilization of surplus labour through unconventional 

methods. The guidelines of a programme for such mobilization and 

the use of the institutions of local self-government has been suggested 

in the Plan ; but implementation of such programmes on a_ -socially 

desirable' scale will greatly depend on leadership and motivation at the 

various local levels for which preconditions need be adequately created. 

In the given situation, the implementation, of employment policy 

on unconventional lines for a powerful cumulative process of localdeve, 

lopment is at best likely to be slow and isolated during the First Plan 

period. As a result, the income growth effects are only likely to be 

very modestly flowing to the levels in which the maintenance 

of the minimum consumption standard is desired as a basic element of Plan 

objective. In the absence of adequate income support from the growth 

process, the poorer sections of society ( whether or not below· the 

-poverty line') will have to rely ·very substantially on state subsidy for their 

consumption requirements upto the determined standard, if ·the minimum 
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This objective, rather than strategy, is conceivably a derived one 

derived from the' assessment of domestic resource situation and a 

realistic appraisal of their prospects of mobilization. Finding additional 

foreign resources for filling the gap ( especially because of the widening 

of the gap between import capacity and import requirements, promoted 

by the development process ) accounts for the resulting position of 

dependence 'on foregin aid resources, although a part cf these generate 

counterpart local currency resources in the case of special agreements 

( like the U. S. P. L. 480 Title 1 commodity agreement ). Since there 

are serious limitations on the available and foreseeable volume of 

foreign aid on really balance-of-payments-relief-oriented terms and 

conditions any suggestion of reducation of dependence on it can be 

both welcome and realistic, but only as a recongnition of a difficult 

constraint, and not as a strategy of self-reliance in terms of domestic 

resources is also equally difficult. In the evolving real situation, if 
self-reliance in a . large measure proves unrealistic, the constraint of 

foreign exchange should "be sought to be overcome rather than obeyed. 

(b) Reduction of 'dependence on foreign aid : 

consumption standard is to be effectively sustained. The Plan has 

avoided this critically important analysis of the implications and instead, 

has laid down consumption targets and poduction-increase targets 

for a number of essential consumption goods ; both sets of these 

targets, even though unambitious, may run into the risk of becoming 

unreal, without a consistent and coordinated policy-frearnework 

( including subsidies and their financing methods ) for ensuring their 

accomplishment. The policy framework for the consumption targets 

bas indeed suffered greater neglect in the hands of the planners. A 

grave issue is how to maintain -the poverty line', at what costs { i. e. 

at what controlled ~ ces and subsidies) and at what levels of income. 

The weakneess of the linkages of the investment strategy with adequate 

supporting ones arid their policy instruments has cast grave doubts on 

the hope of maintaining a socially desirable :poverty line'. 

. . . 
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As an accounting approach, the above 39 percent dependence of 

development outlay on foreign loans and grants is, by assumption, 

dependent on the various projection-results on the three other sources 

·c i. e public savings, private savings and loans from the banking system). 

In fact, the latter three sources of financing can hardly be treated as 

~rm (or dependable) estimates of prospective mobilised domestic resources. 

The degree of structural change assumed in the relative role of domestic 

monetized savings and external capital inflow between the first and 

terminal years of the plan is quite heroic ; the gross domestic monetized 

savings ratio is to rise from 4.5 percent 14.2 percot and the externl 

capital inflow ratio is to decline from 62.2 percent to 27.0 percent. 

The basic issue is; how to establish some kind of dependable feasibility 

·of these two fundamental assumption. The plan bas not provided enough 

detailed analysis of the variables. As current experience points to 
·very serious doubts about these assumptions. 

'Domestic resources and their variables-: 

The savings function, as is well-known, is ·directly and immediately 

+dependent on the consumption function and islindirec~ly anifremo~ly on the 

~inveshnen~ function while all ofthe three -are Jbe major- ·variables in tho . 

( Source : Based on Table IV~5 of the Plan, p.4y ) 
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Financing of Development 

The financing pattern of development outlay in the Plan is shown 

·in Table-I 
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limited area of development i.e. economic growth, Gross domestic savings, 

in a narrow sense, is however the resulting position of the variables of public 

and private consumption and the interactions of the policy variables on them; 

a dynamic view of such savings will, in addition, estimate the new savings 

generated by the investment plan and the impact of the operation of new 

policy variables covered in the plan. The tremendous shift in the savings 

ratio (by about 200 percent rise) will require very powerful and pervasive 

operation of the policy variables on squeezing public and private consumption 

and on producing saviagv-generating effects by the new investment strategy. 

It these are supposed to have been fully considered by the Planning Ccmmi- 

ssion in their estimates, the position can be satisfactorily examined only when 

these relevant details are published. At the moment, several issues have 

raised their heads, threatening with probable risks of loss of savings towards 

reduction of the size of demestic resources ; 

(i) The base-year of 1972· 73 is abnormal; and the first plan year 

(1973-74) ·savings ratio of 4.5 perecnt will depend on subst- 

antial recovery of normalcy interpreted in terms of comp. 

arability to 1969-70 conditions which have been used in 

the construction of the benchmark production and income. 

The benchmark estimates of G.D.P. are higher than the 

actual level of 1972- 73 'by 17 percent. To accomplish this 

bridging the benchmark-gap can hardly be easy. 

(ii) The foodgrain consumption and production targets of the 

Plan have permitted a total import of the 22 lakh tons 

of foodgrains for 5 years with an estimated deficit of 12 

lakh tons during the first year 1973-74. But despite a 

publicized buu.per harvest in 1973-74, prices of rice soared 

by 50 percent and a deficit of 22 lakh tons bas been estim- 

ated by the Ministry of Food, the bulk of which is to 

be met by imports. The import bill on P.C.L. will also · 

cost more than double the expenditure included in the 

revenue expenditure estimates. As a result, non-development 

revenue expenditure assumed for the year will increase very 

substantially cutting severely into revenue surplus (hence 

public savings). This will push the foundation of the savings 

ratio below 4.5 percent rendering the process of improvement 
more difficult, 

· (iii) The receipts from the nationalized sector ( excluding dep.. 

reciation fund contribution ) have been proje~!ed io rise froµi 
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IV. PRECONDITIONS AND THElR LINKAGES 

The major. objectives and strategies along with their policy linkages, 

if planned well, will still need the planning of the preconditions and 

their linkages as the environmental background for strategy-planning. 

Such environmental planning is basic to the basic objectives and strate- 

gies.of development planning ; its signaficance and relevance are extra- 

ordinary in the case of Bangladesh in which creation· of preconditions 

implies recovery and reconstruction of the war-damaged economy and 

orientation of society towards a decisive beginning of socialistic tran$- 

formation as n~e f oundation for development pl~nnin¥. 

Tk. 44 crore ( 1973-74) to Taka 144 crore ( 1977-7S) But 

a considerable part of the estimates seems to be unreal, as 

is. evid ent in the co np osition of the 197 3-74 estimate of 

Tk. 44 crore in which Tk. 22 er ore ( or only SO percent 

constitutes real surplus or profit ; this works out at 2.5 per- 

cent of current replacement value of assests ( Tk, 900 crore ). 

Other elements of income tax, interest on loans and repay~ 

ment of loans are only accounting items of costs attribu- 

tab'e to anv entreprise, public or private. Again, this 
has excluded depreciation costs; provision for such costs 
will reduce the rate of profit down, pr..bably below 2.0 
percent of replacement value of assets. 

(iv) The target of mobilizing additional dorn .stic resources for 

development-financing by additional taxation to the extent 

of Tk. ~25 crore ( 23 percent of total domestic resources) 

appears to be unattainable from both economic and political 

feasibility points of view. From the economic angle, the 

feasibility of 23 percent increment of resources by additional 

taxation will largely depend on the G. D.P. growth, its 

pattern on distribution amongst the classes and groups, on 

the policy framework promoting austerity ·c discouraging 

luxury ), on the relative stability of the value ef money ; 

and further on the success of building the preconditions of 

dedication, rr otivatic n and institutional change. From the 

political angle, if a socially desirable consumption standard 

is to be ensured and the democratic processes are to be 
respected, taxable capacity as well as popular acceptability 
will be the determinants. Moreover, practical experience of 
tax administration and reform de es not support very fre- 
quent introduction of new mesures. 
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The Planning Commission has included growth of output and income· 

as. well as. recovery of the economv as integral parts of the comprehensive 

Five-Year Plan strategy. Even within that conceptual framework, an 

appropriate order of priorities ( required for generating the pulsations of 

Ii cumulative process of development on unconventional lines ) will demand 

the assignment of the topmost place to recovery and reconstruction 
programmes of action as a pre-requisite for the onward movement of the 
economy of the planned tracks of long range growth. 

In the present situation, creation of preconditions should have 

been assigned the topmost priority. Rising prices and scarcities of 

goods, both agricultural and industrtal ( including imported ) have been 

moving in a new kind of vicious circle in which the old concept of con- 

trolling the general level of prices with increased food supply does not 

operate. Because of the structural nature cf the proble:n the strategy of 

stability,' if given .. priority, . would need attack on three fronts : food and 

. agricultural production,. industrial production and imports. Partial attack 

and inadequacy of the policy-linkages along with the dark allies of business 

and administrative corruption as well as political delinquency have been 

. shifting the base of preconditions, especially that of recovery and recons- 

truction of the economy very much away from consolidation and firming 

up. Equity demands that the very first step towards a good beai- 
nning could have been an emphasis on the -sociallv tolearable' sacrifice 

"of present consumption, according to capacity, supported by policy-linkages 

directed at ']east to these tasks : (a) squeezing the cons om pt ion of the 

high-income groups ( including the relevent political groups ) towards setting 

concrete example of dedication, motivation and also right kind of 

-demonstration effect' ; (b). encouraging and ensuri.ig the expansion of the 

production-base for mass-consumption goods via private and state invest- 

ments, adequately supplemented by foreign project and commodity aid ; 

and (c) planning and implementing the policy and institutional linkages 

in such a way that expansion of output and supply situation could be 
given much greater weightage so that increased distribution could be 
supported by far greater availabilaty of goods and services. 

It is bard to make people believe, especially after forces of 

confusion have been permitted to prejudice the prospect, that economic 

and social fruits of independence cannot be harvested just by winning 

independence. But if the brief experience of two years and a few months 

is to teach us anything. it is this: there is no other a Iterative. And to 
accept this unpleasant alternative as a part of basic strategy, we have 
to seek to transfi.rm needless emotionalism in to valuable technicalism anq 
iJlleJli;:ctualism as a starting point. · · ·  . 

• • • • • ·~ I ' • 
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It is now common place for developing countries to have develop- 

ment plans for 4 to 5 yeares for the purpose of determining priorities 

amongst different sectors and goals for the economy. The predominating 

objective of all development plans is to make optimum use of the 

available real resources. However, "the process of development is 

inevitably very costly, so that it is just as important to have a good 

financial plan, making optimal use of financial resources, as it is "to 

have a good development plan, making optimal use of real resources 
available" [ 1 ]. 

The prerequisite to the formulation of. any :financial plan is a 

systematic collection of information on which the policy is to be based. 

The information that is called for is related to a complete set of inter- 

related data. Government fiscal operation, credit creation by the banking 

. system, total savings of the community, the situation in the balance 

of payments, preference of the community in regard to asset holdings, 

all influence in varying degrees, the community's stock of money and 

eventually have bearing on the financial plan. The regulation and 

management of national debt adds a new element to financial plan. 

Hence, the proper collection, ordering and analysis of the inter-related 
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The Plan envisages a total investment of Tk. 4455 crores. Total 

domestic saving has been estimated to be Tk. 2585 crores of which Tk. 

1618 crores in the public sector and Tk. 967 crores in the private sector. 

External resource has been estimated to be Tk, 1757 crores, Tk, 1707 
- . '.' 

SECTION I 

Like all other exercises in- the planning, any exercises in the 

formulation of a Tinanclal plan should be 'forward-looking, not merely 

a retrospective historical evaluation. Of course, historic series are essential 

to any projection. To lay the base of any financial plan, the exercise 

on projection must he carried into the future for any meaningful 

delineation of policy. ·In the present state of availability of financial statistics 

in Bangladesh, it is perhaps not possible to prepare a detailed and 

technically sophisticated financial plan. Nevertheless, it should generally 

be possible to project the major financial variables and analyse the 

implications: of such variables with a view to determining the appro- 

priate underlying monetary and fiscal policies. To be meaningful, 

delineation · of such projection and analysis must be realistic or else 

planning will be much ado about nothing. 

The purpose of thispaper is to carry out such an analysis for Bangladesh 

First Five Year Development Plan, 1973-78, which was launched in 

July, 1973. It will be our endeavour to discuss the internal consistency 

of the Plan in the light of our experience during the last six months 

with reference to macro aggregates of financial variables. One of the 

basic objective of the plan is "to arrest the rising trend in the general 

price level, which bas characterised the Bangladesh economy since last 

year and stablize, and reverse the rising trend in the prices of essential 

commodities" [ 2 ]. Furthermore, ''one of the objectives of the Plan i~ to 

ensure that the level of price in 1977-78 is at least slightly below what 

is today" [ 2 
[. This paper examines whether the monetary expansion en- 

visaged in the plan is consistent with the target of price stability. In 

section II, the overall strategy of planning is critically analysed and 

questions posed. 

financial data are the very first steps towards blue-printing a financial 

plan. The financial inter-relation with the economy has to be clearly 

grasped, before the planners can examimine and interpret the financial 

aggregates for the formulation of any financial plan. 
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crores in the public sector and Tk. 50 crores in the private sector. 

Therefore, total resources would be Tk. 4342 crores (Tk .. 2585 crores plus 

Tk. 1757 crores ). Since total investment is estimated to be Tk.4455 

crores as against total estimated resources of Tk. 4342 crores, the Plan is 

relying on deficit financing for the balance of Tk, 113 crores. The Plan 

roughly indicated total domestic saving as Tk, 2698 crores in place of 

Tk. 2585 crores. 

The Plan envisages 52 per cent increase in GDP ·over actual level of 

1972-73 and 61 per cent change in money supply on the assumption 

of no price rise. On this stipulation money supply would rise from Tk, 

69.7 crores from the beginning of the plan period to Tk. 1122 crores i.e., 

by a total of Tk. 425 crores during the five year period. The projection 

of the Planning Commission can be seriously called into question. It 

postulates that income velocity of circulation of money will go down 

from an implied 6.17 in the benchmark year to 5,83 in the terminal 

year. However in view of the considerable monetary overhang in the 

economy it is more likely that the velocity may go up. Previous inves- 

tigation revealed that inflation in Bangladesh has so far been unanti- 

cipated with all the attendent implication [ 3]. Apparently, the public bas so 

far been willing to pay quite a high price for the convenience of holding 

the stock ofcash balances. The failure of income .velocity to rise in the· 

recent past can be attributed to the lingering confidence of the people in 

the future value of money. However it is likely that in view of the steady, 

prolonged and mounting rise in money supply the present unanticipated 

inflation may be transformed into anticipated inflation. The state of 

expectation about the future is fundamental for predicting the future course 

of inflation. The transition from unanticipated to anticipated inflation are, 

by definition, result of changes in belief about the course of future 

prices. When future prices rise relative to the present prices; a process 

of substitution of future purchase for the present is initiated through 

lengthening of the time horizon of the decision making units. When 

the current price level is no longer expected to persist· and this expecta- 

tion is supplanted by the anticipation of rising prices, pressure .is 

generated for certain adjustments through a community wide attempt to 

shift from monetary to real assets. This attempt to substitute real for 

mone!ary assets produces, through a complex chain of substitution, a rise 

in prices of real assets. The rise in prices is then pushed by new 

additional forces. In view , of the fact that in the current :financial year 

lill end of January, 1914 money supply has already increased by about 
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~Terminal stock of money Tk. 6542 crorese, Tk, 106.0 crores, 
6.17" 

Tk, 114 crores exerting a demand-pull on the little augmented available 

supplies, inducing prices to rise further upward, the probability of 

transition from unanticipated to anticipated inflation is real high. 

Holders of money balances -rnay have been anticipating a decline in 

prices in the future. When this expectation is nipped by the rising 

prices, they will tend to use up their idle balances, thus pushing up 

the velocity. On the other hand, increased monetization may absorb 

some of the increase in money stock. On balance, in estimating the 

limit to non-inflationary increase in rnon ~Y supply over the Plan 

period, it will be prudent to keep the velocity at least unchanged, 

We have worked out independently the increase in money supply 

consistent with zero rise in price and the stipulated rise in output during 

the Plan period, first on the assumption of unchanged income velocity 

of money. According to this estimate, total money supply should not - 

exceed Ik. 1060 crores at the terminal period if price rise is to be zero1• 

The estimated non-inflationary increase in money supply given 'by the 

Plan is on the high side to the extent of Tk. 63 crores. On the other 

hand, if we assume that income velocity will go up to 7 by the end 

of the Plan (which seems to us to be a more plausible assumption) the 

needed money stock in the termimal year will be only Tk. 935 crores . 

i.e., Tk. 187 crores less than what has been provided in the Plan. 

Now some statements about the facts. During the past six months 

of current 'financial year money supply increased by Tk. 112 crores 

which is roughly 24 per cent of the total stipulated increase during the 

entire Plan period. On the assumption of ceteris paribus, if proportio- 

nate increase in money supply occurs during the Plan period, the terminal · 

year money supply-will be Tk. 1816 crores. Such a disproportionate rise· 

in money supply in the first six months weakened, if not shattered, fhe 
monetary framework of the Plan. A recent investigation revealed· thaf. 

in addition to phenomenal increase in the money base from Tk, 371 · 

crores from end June 1973 to Tk. 402 crores by end December 1973 

there occurred significant shift in the asset preference of the community: 

in favour of demand deposits [ 4 [, 

Breakdown of bank deposits reveals tbat there has been a signi .. ·- 

ficant increase in demand deposits from Tk. 181 crores on 17th December 

1971 to Tk. 487 crores as in December 1973. In the percentage term 
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~The secular !rend of the money multiplier is·sho'\Yli in !he. appendii, .. ; 

parametric changes in the variables. 

The significant decline ·in the currency demand deposits ratio has 

important implications for monetary policy. Since the shift in favour of 

demand deposits at the expense of currency with the public reduced the 

currency leakage, the value of ·the money multiplier increaseds. · ·The · 

interaction of the twin forces will accelerate the. money supply expansion 

at a much faster rate than what we have .experienced so far,. unless defer.;_:: 

mined and purposeful policies are designed to eliminate or reverse .the causa-. 

tive forces. - · 

The excessive monetary expansion and ·~he consequent 'inflationary'. 

pressure in the economy is due to the inability of the Government'. to 
contain its operations within the discipline of the budget that is drawn - 

up In the framework of the Five Year Plan. . . . 

· In the current budget, there was a provision for Government 'borro, 
Wings from the banking system to the extent of Tk, 18 .. crores, .. _A~ agains~,: 

this, total borrowings by the Govegnment from the bankin systeiii already· 

reached Taka 53 crores by end-December 1973. Assessments ·of the 'prospect 

of Government deficit is even more disturbing, As per preliminary assess, 

ment the resources gap of the Government ·during 1973~74-is estimated 
I • • ' • "• 

this represents an increase of 169 per cent. Time deposits increased from 

Tk. 159 crores to Tk. 345 crores during. the same . period showing an 

increase of 117 per cent. There was no change in the preference of the 

community for time deposits. which remained around 29 per cent of the 

total asset holdings. The preference for demand deposits increased signi- 

ficantly from 32 per cent in December 1971 to around 43 per cent. 

in December 1973. Correspondingly, the holding of currency declined · 

from 38 per cent in December 1971 to 28 per cent by the end of December 

1973. This shift in favour of demand deposits at the expense of liquid 

cash was an additional factor in the increase of bank reserves by _Tk. 
H8 crores and thereby aug mented the capacity of the banking system 

to create more deposits. On l7th December 1971 the ca~h. base of the 

economy was Tk. 228 crores which expanded to about Tk. 403 crores 

by end December 1973. If the preference .of the community with regard 

to the holding of demand deposits, time deposits and currency would have 

remained .the same as on .the .day of liberation, demand deposits would 

have increased to Tk. 382 crores by end December )Q13. r~eref~re,_. the 

balance amount of Tk. 105 crores. would have been attributed to other . . . . - . 
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around Taka 276 crores. Thus, if nothing c lse gives way, borrowings 

by the Government alone will far out-exceed the safe· limit to deficit 

financing. If we allow for the total deficit financing by the Govern- 

ment, the safe. limit to credit expansion compatible with price stability 

will be negative (Taka 75 crores)3• The credit to rest of the economy 

must contract by Taka 75 crores if the price level goal of the Plan 

is to be realised. Needless to say, such a credit squeeze is simply 

not feasible since it will completely throw the trade and industry out 

of gear and cause an economic collapse. The objective of price stability, 

therefore, must suffer. This clearly indicates that the Plan's assumptions 

about the ability of the government to mobilize resources in a non- 
inflationary way were totally misconceived. 

The GDP in 1969-70 prices of Bangladesh was Taka 2922 crores, 

The Planning Commission estimated that the actual GDP of 1972-73 

was roughly 14 per cent lower than that of 1969-70. The aggregate 

price index according to the Planning Commission's estimates is 171, 

if J969-70 price is takenas the base [ 4 l- Various other estimates indicate 

that the price index rose by around 105 per cent at the end of 1972-73 

with 1969-70 as the base [ 3 ]. Therefore, the estimated actual GDP at 

1972-73 prices· as estimated by the Planning Commission seems to 

be very much on the low side. Assuming that the actual price rise 

was. 105 per cent, the actual 1972-73 GDP at the price of 1972-73 would 

~ Taka 5152 crores. Assuming that the benchmark GDP will be higher 

8Taka 20.1 crores [safe limits to credit expansion in the economy) -Taka 

276erores (estimated magnitude of deficit financing for the whole fiscal 

year} = (-) Tk. 75 crores, 

The safe limit to credit expansion has been arrived at as follows ; 

~limits to monetary expansion ( Taka 70 crores ) + estimated increase 

in- the Elep0siis ( Taka 103 crores j change in external reserves (-Taka 28 

er-ores.} == Taka 20~ crores. · 

In estimating the safe limits to monetary expansion we have assumed 

that real output will grow by 10 per cent and safe Jimit to monetary 
expansion should be also 10 per cent. 

'PT=Taka 2922 crores is the GDP of 1969-70 at current prices. Assuming 

a l4 per cent decline in real output in 1972-73 from the level of 

1969-70. the GDP of 1972-73 at the prices of 1969-70 is .86 PT= 

Taka 25.13 crores. But P*. 86T=Taka 4294 crores is the actual GDP 

of 1972-73- ·at current prices. P*=l.71 P or P"". i.e., price level in 

1!.r/:l.7!),. i& llli,..taiiq 1969-70 prices a~ ihe base· i. e .• P=lOO~ 
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Since liberation Bangladesh. economy suffered from low level of pro. 

duction in both agriculture and industry and a steady weakening of the 

factors responsible for growth [ 5 ]. The agricultural production declined 

primarily because of natural disasters. The decline in industrial produc- 

tion· was partly because of the fact that the infra-structure was destroyed 

and disrupted in a massive way. These have not yet been fully restored. 

But even if the pre-liberation infra-structure is-restored, it is open to 

question if production will pick up the pre-liberation level. Afte~ libera- 

tion the old economic institutions have been replaced or redesigned. New 

rules of the games have been made discarding the old ones in consonance 

with our social goals. In the process. fundamental changes have been 

effected through : 

i) diminishing the overall role of the private sector. 

ii) by creating Government agencies for handling import and 

export trade, 

iii) by abolition of competitive input and output pricing 

through the fixation of floor and ceiling, 

iv) by changing the relative prices through inflationary price 

rise and 

v) by the Government take-over of many productive industrial 

units and the channels of distribution and extension of con- 

trol all around. 

The above changes have not yet been rc oted in the _system and as 

such, are operating as disturbing factors to efficient production and 

distribution. 

The socio-political goal of the nation is socialism compatible with 

democracy. Prior to ·the formulation of the plan, our planners did not 

seriously attempt to define rigorously the meaning and significance of 

socialism in the ?erspective of the national aspirations: The failure tg 

SBCTION II 

than actual GDP by the same 16.S per cent as bas been assumed hy 

the Planning Commission, our revised estimate of the bauchmark GDP 

will be Taka 6002 crores. Such a change in the banchmark will, of 

course, upset all other calculations of the Plan. For instance, if the 

terminal year GDP g ral remains unchanged, the total growth in output 

will be only 9 per cent over 5 years, which is absurd. 
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6 A very conservating estimate of the surplus generated from the 

sales of domestic manufactured cotton texliles and cotton yarn, cigarettes 

and scarcity margin of import 'of consumer goods during 1972-73 comes 

to around Taka 300 crores which has been appropriated by the private 

sector without rendering any contribution to the economy (Details. are 
shown in the Appendix). This is purely unearned income andconstitutes 
black money in private sector, If this surplus could be captured by 
the Government, deficit finance including credit to public secior in 1972-73 
could have been completely eliminated and the present inflation avoided, 

6 The amount of inflation tax, the burden of which has been 
borne mostly by the fixed income groups, since liberation upto February 

. 15, 1974 comes to Taka 204 crores, The calculation has been done 
by adopting the formula given by M. Friedman as follows : 

I fl 
. t:,M M 

n ation tax = M- X --p- 

- ut x 388 
-1b(f 2.11 

= l.ll x 184 

· ~ T~ka· 204 crores. 

-------- 

·  .ee·. clearly· on this issue gave rise to a lack of clarity which· runs 

·  through alt' planning efforts In this country. Does our socialism· imply 

-planning by market mechanism or by direction ? One can rely on one 

or the other but there is no other way of planning. Are we to plan to 

·maximise employment, income or equity or any precise combination of 

these goals ? What -is to be the trade off between growth and equity 1 

Answers to these questions will be vitally relevant to the broad strategy 

of planning. What should be the criterion for allocation between the 

private and public sector ? If the public· sector is play a dominant role 

why is the surplus accumulating in private hands and the public sector 

-lticur.ririg losses · 5·? · In a socialist framework the scope to make unear- 

: tied income is ' conspicuously absent. Yet in Bangladesh · since 

'liberation such opportunities vastly widened. Should the public sector 

·be giveii functions· which can be performed as good or better by · the 

private sector ? Can equity be achieved by fiscal measures whithout 

:·over extending the job of the public sector ? Is the goal of equity com- 

patible with payment of subsidies to the public sector units incurring 

losses ? ·How should the product 'and input prices be determined 'l What 

kind of labour policy do we need with democracy and socialism as our 

twin objectives ? What does equity imply in terms of income policy 

and how much of it do we want ? If equity is our social goal why ·are the 

fixed income group' taxed through deficit finance which is most regressive 6 ? 
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1 please see page 3 & 4 of the First five-Year Plan 19n.7s, 

l7- 

There is very little reflection in the Plan of the severe sh9rtag~ 

in to-day's Bangladesh economy of managerial talents, skilled qiaqpowef, 

organisational and institutional facilities required to implement the Plan. 

In the plan, most of the importing activities is assumed to be handled 

by the TCB. Despite known limitations of the TCB to handle vastly 

augmented burden of work, the Planning Commission is not worried about 

the bottlenecks likely to be created by inefficient handling ef import by 

this oaganization on the implementation of plan tragets. this is but .oQe 

aspect ·of the more general problem of allocating the ~9 . per cent of 

total development expenditure in the public sector without taking into 

account the existing capacity of this sector to shoulder the task and the 

formidable problems of building up such capacity. These boottlenecks 

make one think that the actual implementations of the Plan will. fall 

far short of the goals laid down by the Planning Commission. 

to be realistic and effective in their job should accept the political ~~<Jr~ 

as a given parameter and determine the direction of society accordingly, 

One is, therefore, curiously surprised to see our planners exhorting -the 

politicians to build up a political cadre. 1 No wonder some thing has 

seriously gone wrong in designing our institutional f~a!]lwork by the 
planners. 

Shou~d factors ( in both agriculture and industry ) ho · paid aceor ... 

ding to the productivity or principles of equity ? ~quity · h~ - a ~t·, 

Who will foot that hill and how ? If employed factor is to be· pa.id JlfQre 

than its productivity on grounds of equity, what about tho e111plo}'.abl~ 

unemployed ? These are issues which a planner must resolve clearly 

prior to writing of the plan. The political process of the country· pro .. 

duces a given objective function for the planners. It is the job of the 

planners to fill the details and work out the mechanism by designing 

the broad framework so as to achieve the social goals laid down by the 
political process. I know if no socialist country where the planners ~ay~ 

been able to mould and develop the political cadres, Planners in order 
·-·  -; 
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·  . There ·_ar~ . wide. discrepancies in the statements of the Annual 

Development Programme and the Plan Document on price rise. Although 

·the Plan document implied a price rise of only 71 per cent, the Annual .... ,. . ' . . 

Developm~~t · Programme for the· current · year indicated price rise of 

·· arou~d 100 per· cent. It is a pity that even after eight months of. 

launching. the ~.Fiye .Year .Plan, we have no aggregate price index. With- 

Olll ~uch. index 'it is··~ot 'easr .to .monitor the balance . between aggregate 

c • 'The - "facts. of'the' fast six months of the plan period rendered 

meaningless the other forecasts and lavout of the plan. In the· preface; 

the plan recognises that the statistical data and empirical investigation 

were insu.fficieqt., .Net only insufficiency of data was liable to be blamed 

·but the Planning. C-o.~inission's projectlons based on th~ available data were 

devoid. of realism ... We have therefore, serious doubts with rgard to the 

'usefulness ~f ·(he ·Plan id6cument as a guide to long-term economic policies 

in the c~~nt~y: The; spiralling price ·rise which has continued unabated, 

~l proportionately incre~s~· the requirement of monetary resources for 

·inipleme.ritirig the Pian.· ·:On the other hand. if financial. projections are to 

be .kept -infact;.:ihe· physical targets will have to be revised downwards. 

The.jolt- 'in :ibe:very.fast year .of the implementation of the Plan will also 

invalidate·.tb:e other ealculations which are so very vitally inter-related. 

- .. ·• ·:, Oile:_ imp<>rtan(. factor in the current economic- crises is running 

down of sto'.ck:~wbfoh Wl\S depleted· after· liberation. Stock of raw mate- 

tials, \vork-m-progi:ess. arid finished commodities. are as important a part 

or:.investment;: as c.jS ;fixed capital. It. is the existence of stocks that ena- 

bles: smooth· operationof the ·economy. Whenever stocks fall below the 

optimum .. .level.,'. the . productivity falls. Producers are then to depend 

absolutely on receiving .supplies which are erratic and are consecutively 

held. '4P~ cumulatively _ .l?Y .chance interruptions · in delivery. Normally, 

these -considetations . are' not important and net investment in. stocks is 

n9t .required, .. _ ~~t.··_~t'.'the : end of any war the economy is always short 

~f sto~ks·~~rid ·,:~pie'.ni~hing·. the stocks is the very first things that a 
pfanner should .. think. to restore productivity to high levels. When one 

remembers that' stocks 'nc;frinafly ·should stand between 3 to 6 months 

or:.rCciuitefnents; the· magnitude of the shortage can be seen. Failure 

to· build up stocks. ha~ "been one of the principal errors of our planning. 
; . - . 

· . 
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! Please see Append~x A! 

The. fast and foremost task of economic management at present 

is to control inflationary pressure and to maintain tile Capital Sto'ckthar we 

have. When translated into an. action programme, .this will imply: an 
immediate halt on money supply, complete elimination· :of--: allfiscal 'd~fi~it, 

substantial reduction of credit to the public sector;···iniport :.c;t ·,adeqJa~e 
raw materials, stocks and spares to . build up' tli:e ., ioven:toiy;· utilisation 

of the idle capacity, maintenance of strict ~-iscipline·, .:gt~dp,af°" .. r~;tor~tion 

of the- real~wage of the wage and ·salaried inc~m~ .1f P\1.l'~• ~~-9aki~ng ·. t.lw 
hoarders, rentiers and the unearned incomes groups, iiicr~.i~~ in ·the.· supply 

of wage goods particularly through increased production of foodgrains, 

checking evasion and avoidance of taxes, withdrawal of fiscal subsidies whicb 

have outlived their utility, securing larger surplus from the public sector 

enterprise by imposition of excise taxes and overall efficient management 

by raising capacity utilisation. A package of measures to break the 

back of inflation assumes willingness and the requisite courage to tax 

openly to keep expenditure within income. If there has been increase 

in credit to . Government and the· public sector by Taka 63015 crores, 

it is necessary to bear in mind that the banks are now owned by the 

Government. The wholesale takeover of trade by the public sector 

agencies has not produced the desired results. On the contrary, the 

new agencies created by the Government have been worse than the 

private monopolies in terms of abaility to produce and distribute the 

goods at a lower price. Unless the remedies are related to causes, the 

solutions can at best be trivial and superficial. It is high time that our 

planners give serious thought to the deeper cause of our troubles and 

suggest, in a spirit of frankness, the remedies called for or else there shall 

be no end to the crisis. 

.. , ;., 

demand and current availability of goods and .. services. : It is. desirable 

for the Planning Commission to concentrate· more : on >tlie· substantive 

assignment and to generate the basic data at the earliest so :th~t regula· 

tion and management of macro-relationship can be· ::deli~~ai~a in .. ~ .. mcit~ 
meaningful and purposeful fashion, · . . ·  .. · . .. . . 

... 
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,,!. r :», e: 

. In view of the above it will be a good idea to direct our current 

economic policies to tackle pressing immediate problems and to bring 

about stability, A~ the same time the spade-work for a more serious and 

realistic future Plan may be undertaken duly reflecting the new socio- 

political compulsions and the present realities of Bangladesh economy. 

It seems appropriate to conclude with a quote from Lewis, "One Can plan 

by direction alone or by, inducement alone, but one cannot plan by 

exhortation alone; when the major result of one's actions is to make the 

indueements work in the opposite direction. Nearly all the planning 

done in this country with its apparatus of targets and speeches, has been 

of this character, and that is why all ·the targets have been .unfulfilled 

andwhy the very woed -target' has become a laughing stock. This is 

~~t -planning, but merely pretending to plan. Planning is a serious 

business ; what makes planning is not the . targets which merely express. 

wltat we would. like to see happen; but the action that is taken to 

achieve these targets," 6 
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6, Lewis. W.A., "The Principles of Ecolio~c Planning", Qnwin 

University Books, London, f963. 

5, Chowdhury, A.H.M. Nuruddin, "A Diagnosis of San~<fesh's 

Economic Malaise", Bangladesh Bank Bulletin, Vol. 3, 1975. 
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December, 1973 

September, ~973 

June, 1973 

March, 1973 

December, 1912 

September, 1972 

June, 1972 

March, 197.2 

- 2.43 

;05(.33+.29)+.38 

l - 2,61 

·05(.38+.27)+.35 - 

1 - 3.47 

.05(.44+.3.1)+;15 

1 - 3.26 

.05(.35+.38)+.27 

1 - 2.90 

.05(.42+ .27)+.3 l 

1 - 2.82 

.05(.39+.29)+.32 

1 3.07 

.05(.41 +.30)+.20 

1 - 3.16 

.05(.41 +.31)+.28 

1 - 3.16 --·· 
.05(.42+.30)+ .28 

-; 

December, 197!. 

ESTIM.(\TES OF MONEY MULTlPlISR - . . -----.. 

TABLE B APPENDIX 

136: 
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So.mo Comment• p1 

APPEND I~ TABLE 0 

MONEY SUPPLY IN BANGLADESH 

( T~ka in crores ) 

- 
Periods 

Currency 

I 
Demand Deposits I Total i Money 

with the (excluding inter- Money Supply 
public bank items) Supply Index 

~ 
1971 

December 17 206.60 180.90 387.50 100 

1972 

January 26 212.04 186.38 398.42 103 

February 25 207.78 206.90 414.68 107 

March 31 231.75 248.18 479.93 124 

April 28 238.61 261.84 500.45 129 

May 2.5 250.62 268.90 519.52 134 

June 30 175.60 310.10 485.70 125 
July 28 208.99 306.42 515.41 133 

August 25 228.44 308 52 536.96 139 

·  September 29 246.45 320.18 566.63 146 

October 27 264.01 337.24 601.25 155 

November 24 285.r? 351.05 636.22 164 

December · 29 289.77 389.63 679.45 175 . 

1973 

January 26 305.49 379.19 684.68 177 

'February 23 311.39 383.05 694.44 179 

March 30 311.59 387.49 699.08 180 

April 27 296.79 391.92 687)1 177 
May 25 298.02 395.93 693.95 179 

June 29 286.43 409.60 696.03 180 

July 28 284.52 421.66 706.18 182 

August 31 283.15 424.12 707.27 183 

Sept em her 28 296.56 425.55 722.I 1 186 

October 25 314.31 434.93 749.24 193 

Novemper 30 310.64 460.85 771.49 199 

December 28 320.79 487.15 807.94 208 

1974 

January 25 340.15 469.64 809.79 209 

February 15 348.93 467.73 816,66 211 
-- L$ :a,_._ .. __ - 2(5) ., ... c; .... J.C-C§!t _...,£)4':"•::· ·  .. J,....,""""~~d-~ .. "'-;.. ·-·  -~~81 
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A. Adjusted Domestic Credi] 

Expansion/Contraction 34.04 

1. Private Sector · 46.60 

2, Public Sector + 67.55 

3. Time Deposits with 

Scheduled Banks 

(excluding inter'!' 

bank items), - 54.92 + 83.21 

B. Government Fiscal Operation I 83!91 I 

c! Foreign Sector + 82.13 

D!! Residual Items 33.80 

ll'OTA~ CAUSATIVE FACTORS j + 98.20 

~rm-=- ._,_. 

31.00 

+ 129.20 

+ 98.20 

2, Demand Deposits 

CHANGE IN MONEY SUPPLY 

Expansion ( +) 

Contraction (-) 

Changes Factors I
- 17th Dec., l 30th June, I 

1971 1972 
~~~~~.o...-~~ ~~_!_~---'"~~- 

I. Currency with the public 206.63, 175.60 

180.90 310.10 

( Taka in crores ) 

(Provisional) 

CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY 

APPENDIX 

TABLE E 
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--~~~~~~;--~~-::--::"'.:-:-:-~·--~~~~--~--- ............... ---- 
1 Including Replacement of Pakistani notes to the extent 

of Tk. 64,98 crores, 

+ 131.53 

- 53.22 

+ ?9.20 

+ 210.33 . 

B. Government Fiscal Operation 

.c. Foreign Sector 

D. Residual Hems 

TOTAL CAUSATIVE FACTORS; 

- 19.03 

+ 171, 32 

1. Private Sector 

2. Public Sector 

3, Time Deposits with 

Scheduled Banks 

( exclunding inter-bank items) - 79.57 

+ 72.72 A. Adjusted Domestic Credit Expansion 

J. Currency with the public 

2. Demand Deposits 

CHANGE IN MONEY SUPPLY ; 

CAUSATIVE FACTORS ; 

Expansioa ( +) 

Contraction (-) 

Factors I 30th June, , 29th June, / Changes 
1972 1973 ~ ~~~~~...--------~--~--- ~~-~·~ 
175·60 286.43 + 110.83 1 

310.18 ,409.50 + 99.50 

+ 210.33 

(Taka in crores ) 

CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY 

(Provisional) 

TABLE F APPENDIX: 
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A. Adjusted Domestic Credit Expansion + 63.96 

1. Private Sector + 37.04 

2. Public Sector + 98.19 

3. Time deposits with 

Scheduled Banks 

(excluding inter, 

bank items) 71.27 

B. Government Fiscal Operation + 77.44 

C. Foreign Sector - 39.26 

D. Residual Items + ·u.'62 

TOTAL CAUSATIVE FACTORS~ + 113.76 

' 

29th June, I 25th Jan., I 
Factors 1973 1974 ·I Changes 

----- 
1. Currency with public 286.43 340.15 + 53.72 

2. Demand Deposits 409.60- 469.64 + 60.04 

CHANGE IN MONEY SUPPLY; + 113.76 

CAUSATIVE FACTORS: 

( Taka in crorcs ) 

CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY 

(Provisional) 

TABLE G APPENDIX 
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r.o~a.l of unearned Income (1_+2+3) _ Tk. 300 crores. 

...... .. 
) 

3. Total imports of consumer goods and other items where scarcity 

margin 'of profits exist was about Tk. 323 crores. If the scarcity 

:_ :_ margin of profit is 50 per cent of the import bill, then unearned 

.. -, income from imports comes to Tk. 160 crores • 

Total production of cigarettes during 1972- 78 was 6346 lakh 

packets (a packet of 10 sticks). If average market price is Tk, 1.00 

more per packet than ex-factory price, the total of unearned income 

from cigarettes comes to about Tk. 63.00 crores, 

~ · 2, Unearned Income from Cigarettes, 

Sales of .cotton yarn at ex-mill prices was around Tk, 77 

crores during 1972-73. The average market price was 125 per cent 

more than the average ex-mill price. Allowing for a normal profit 

and other costs at the rate of 25 per cent, the surplus i. e. unearned 

; : income comes to Tk. 77 crores. 

I. Unearned Income from Cotton Textiles 

ESTIMAJ'E OF UNEARNED INCOME IN THE PRIVATE 

SECTOR DURING 1972-73 

TABLE H 

APPENDIXl 

. ' 
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Formulation of a plan is the first essential step for economic 

development. Implementation of the plan depends largely. on the enthusi- 

asm and interest with which the plan is received by the society· or _at 

least the educated and conscious group of citizens. At the stage of plan 

formulation, it is, therefore, necessary to ensure that the plan is so for, 

mulated as to attract the attention, interest and enthusiasm .of those 

concerned with the implementation of the plan. This is more .essential 

in a developing economy where social participation has to be. .induced 

through the plans, policies, programmes and practices. _ _. ) 

Economic Development Plans of pre-liberation days, were viewed 
with a sense of distrust. The main reason was tha~ inspite of the dec- 
lared objectives of each Five Year Plan to reduce what was then known 

as inter-wing disparity, the disparity actually increased •. Lapse of funds 

for this region was very frequent due to lengthy procedures of project 

approval. Economic development process by-passed a large segment ·of 
the population. . ·  · ·  ~ ' 

These plans did not enjoy as much popular support· as was n~~. 
ssary, for several reasons. First; they aimed at increasing 9~P, 
Which was of little interest to an average citizen unless such increases - - - . . "•. 

were accompanied by noticeable reduction in inequality of income, unem .. 

ployment and proevrty, Second ; too much importance was given !o 

financial investments for realisation of growth targets in GDP, thus 

giving an impression that funds, irrespective of the degree of .sccial 

participation can achieve the desired result. Fund raising being the 

responsibility of the Government, there was little .scope roi: . m~~il~s~pg 
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collective and individual efforts in the Planning and Development process. 

Skill development, re-orientation of attitudes of enterpreneurs and 

beneficiaries and related matters were given secondary importance. Third : 

these plans did not deal effectively with problems that were agitating 

the minds of the people. Such problems were and are ; unemployment, 

rising prices and low income. Fourth : the plan targets were in national 

averages only, which were too abstract to attract the attention of 

even the educated segment of the society. Fifth: the plans were based 

on inadequate statistics and not on any comprehensive survey of national 

resources. Finally : huge shortfall in targets of most of the previous 

plans led to the feeling that Planning is an academic exercise meant to 

obtain foreign assistance. 

It cannot be denied that the First Five Year -Plan of Bangladesh 

suffers' from many of ·the drawbacks of the previous plans, though in 

smaller ·degrees. The main target is to achieve an annual growth of 

5.S% in the GD~ through a financial investment of Tk. 5040 crores, 

The· plan targets. are mostly in national averages. Attention to specific 

proble-ms like rising prices, non-availability of essential goods and 

·':~ser-'viees which are agitating the minds of the people is inadequate. Prob- 

' llii:iis--0f employment creation though discussed in comparatively greater 

details; have been ~eal~ in an unrealistic manner. No notice has been 

taken of the prevalent employment and training pr,act1ces of the employing 

organisations in assessing the estimated addiuonal man-years of 

.empleyment opportunities likely to be generated during the plan 
- -~ . 
. period. The marginal reduction in unemployment may not actually be 

--real.is,d for several reasons. The average cost of creating one addi- 

.µ~nal .. man-year of employment has been estimated at less than Tk, 

: .10,000.00 which is low et than the cost estimated for the Fourth rive 

'y~a~ .Plan of erstwhile Government of Pakistan. Though close to 80% 

of the investments will be in the public sector, share of additional 

~:·~ffi.£r6y~ent in private sector, both in agriculture and. industries has been 

'-~fio~ir' to be around 85%. Shortfall in the implied employment targets 

·ffi {hi construction and services sector ( 1.06 million ) will be significant 

·  in ·view of the non-availability of cement and coal. Similarly, shortfall 

('in social sectors will also be high in view of the procedural' forma- 

IUies· of approval of projects as well as time consuming recruitment .prac- 

tices "of the Government sector. If such shortfalls in employment gene- 

fatroil: ·occur, the target of achieving a growth rate of 5.5 % in the GDP 

·  wih loose its appeal, even i~ successfully achieved .. 
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Such an approach of development through human resources invest-. 

rnent should not mean abandoning development planning through finan- 

cial investment. Simultaneous attention to both human and financial 

resourcess investment can be paid. Additional cost of such an approach 

will not be unbeaarble if reallocation of manpower available with t4e 

government organisations can be made if they can be given proper 

training. On the other hand, such an approach wlll eliminate the draw, 

backs like preparing the plans with inadequate statistics, offering little 

scope for social participation, fixing targets of abstract and global 

character etc. This may, in the long run, lead to achieving better results 

in respect of the plan targets. 

Once the potential of development through investment of human 

resources is recognised, the logical steps would have been to exploit 

this potential in full. An institutional arrangement to assess such poten- 

tial and to draw plans for human resources investment to achieve a 

higher growth in GDP should have been considered seriously. For this 

it will be necessary to introduce planning and development. functions 

at the lowest geographical 110it, may be the Union Councils. These -. 

units should be of such size as to make it possible to mobilise I;lOD· 

financial investments. Based on actual-survey of these units, it should· 

be possible to prepare development plans for them which. can subse- 

quently be integrated into national plan of non-financial investment. ·· 

The most interesting feature of the First Five Year Plan is the 

inclusion of a provision of Tk. 585 crores of investment of the non- 

financial type in the subsistence sector. These investments wilt be in 

the shape of labour and traditional skill and will not involve much of 

financial capital. This can be cosidered as the recognition of the possi- 

bility of economic development through non-financial investment i. e. 

through investment of human resources Unfortunately, the plan has 

been casual about this possibility and has not gone beyond mentioning 

this figure of labour investment in money terms. 
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The basis of the strategy of resource mobilization is· the socio- 

economic objective of the political authorities and the Plan tells us in 

Chapter I that the long term socio-economic objective is to build a socialist 

society in Bangladesh. After a brief discussion of the objective condi- 

tions in Bangladesh, the Plan recognizes that to transform the present 

state of mixed economy to a socialist one at some further date requires, 

!JJ1lOD$ others, a policy of increasing the share over time of the public 

II 

The First Five Year Plan (1973- 78) of Bangladesh aims at a 

growth of GDP at 5.5 per cent per year during the Plan period and 

a: "modest" per capita income growth at 2.5 per cent per year. To 

attain the per capita level of consumption of 1969-70 by 1977- 78 

resources valued at Taka S0.3 billion (at the base year prices have to be 

mobilized (and invested according to the Plan priorities ) during the Plan 

period. Even assuming that the 1•Required Net Capital Inflow" of about 

Taka 18 billion will b~ forthcoming, it will need, to say the least, -Consi- 

derable efforts" in mobilizing domestic resources. In simple language the 

Plan calls for sacrifice of consumption valued at about Taka 32 billion 

by- all or some segments of the population so that by 1977-78 consum- 

ption level· of th~ average citizen reaches a level comparable to that of 

1969-70. If one takes into account the consumption loss during the 

transitional period and the burden of huge foreign debt at the terminal 

date, the Plan target may not appear to be "modest" after all. 
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III 

During the last two years a huge amount of (mainly finance) 

capital has been accumulated in the private sector in Bangladesh. The 

principal sources of such accumulation are the following. 

I) The private importers earn the scarcity premium of foreign 

exchange, There has always been a large gap between the landed 

cost of import (i. e., c. i. f. cost plus indirect taxes) and the domestic 

whoesale prices but due to inflation and import restriction the profit 

gap is much larger in recent years. The indenting houses also earn 

a large profit. The public sector organisations engaged in import usually 

sells the imports at the landed cost to tbe wbole~iller§ WUQ iq turn 
earn the margin. 

sector hi all the spheres of economic activity. Note that the share can 

increase only if the share of the means of production owned by the 

society increases over time. On the rate of increase of the share of the 
public sector the Plan bas only one reservation-it should be consistent 

with the ••ability of the State to manage and organize efficiently" 

(p. ·10, Plan). Elsewhere the Plan welcome the contribution of the private 

sector to the economic development of Bangladesh provided "that any 

·outcome,, inimical to socialistic development is avoided" (p. 80, Plan). 

The course of the socialist transformation of Bangladesh or the 

ascendency of the public sector will be determined largely in the political 

arena or specifically by the sequence and outcome of the revolutio- 

nary class struggle. However, in so far as the success of a progressive 

transformation of the society depends upon the elimination of the econo- 

mic factors which sustain the reactionary elements in the society, one 

need to concentrate specifically on the operational aspects of regulation of 

income and economic activity of the classes which are hostile to building 

a socialist society at a particular stage of historical development. 

The principal thrust of an eeonomic policy during the transi- 

tional period from a state of mixed economy to a socialist one should 

be to consolidate the public sector, restrict the private sector (to only the 

socially necessary functions) and maintain the higher growth rate of 

the public vis-a-vis private sector. If the rate of accumulation by the 

private sector tends to be higher, fiscal and other policies should be 

used to transfer private accumulation (savings) into the public sector to 

tilt the growth rate in favour of the public sector. 
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5) Agricultural price rise _has contributed to the accumulation 

of funds in . the bands of the large farmers. 
, '•' 

6) The illegal trade, smuggling, trade m (foreign), relief goods 

-etc. during these- years etc. also contributed substantially to the 

accumulation of a large amount of financial assets in the private sector. 

As a result of. various restrictions on investment in the private 

sector a part of the j.rivate 'accumulation has been · consumed and 

transferred abroad. I do not think it is necessary to emphasise that 

unless the policy of. the government with respect to import trade Pricing 

policy of the nationalized industrie and public sector commercial 

organisations etc.' do change the rate of accumulation of private capital 

will probably increase. A~ a ·direct consequence the political and 

economic strength of the forces hostile to socialism will continue to 

grow. 

According to the First Five Year Plan estimate "new tax and 

increased tax rates" is expected to yield Taka 6.25 billion. If one 

subtraets the portion of revenue raised as a result of "increased tax 

rates", it is . doubtful whether the contribution of "new tax" will be 

worth mentioning, In spite of the fact that a virtually untaxed large 

profit has accrued and is continuing to accrued to the private sector 

the plan has shown little eagerness to mop it up. 

The existing tax structure is already sufficiently regressive. If the 

rate of existing. taxes must be revised, certain areas of the industrial- 

cum-commercial activity of the private sector should be taxed enough 

beforehand to justify such revision. As we have seen earlier; the 

largest part of the .. excess profit accrued to the private sector as a 

direct consequence of the foreign exchange and domestic pncing 

policy of the government. Unless the Planners prove to the contrary, 

2) The unrealistic pncmg policy of the nationalized industries 

which keep the wholesale price at a much lower level than the dom- 

estic retail prices is a ready source of excess profit to the wholesalers 

in those commodities. · The Public Sector commercial organisations also 

'follow a similar pricing policy. 

3) The private sector industries and commercial organisations 

have accumulated large amount of financial capital. 

4) There has been considerable windfall gains as a result of 

inflation· to the stockists and real estate owners. . . . 
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So far there has not been any comprehensive survey of the 

resources in Bangladesh. this is hardly surprising in view of the fact 

that in the past planning exercises were mainly in terms of mobiliza- 

tion of saving rather than resources. Resources that do not generate 

any income hence saving were either left out of the planning process 

or, as in the case of unemployed labour, were registered as a liability. 

The Planners therefore had httle urge to know the qualitative aspect 

Chapter VI of the Plan has an elaborate discussion. on . the 

prospect of mobilization of manpower in rural Bangladesh for projects 

whose benefits are largely accrued to the local population. This 

particular section, however, has not been integrated with the rest of 

the Plan. No attempt has been made in the Plan ·to. quantify the 

benefits or contributions to growth from such programme. Similarly 

other problems of manpower mobilization such. as development· of 

fiscal, administrative and other structures to support . .it has not been 

worked out as well. Was the programme really meant to be 

implemented ? 

In a large number of countries including 'botb the socialist and 

the non-socialist countries people of certain ages are · conscripted 'for 

national defense and/o.r national services. Deferment from such services 

are granted on the basis of financial hardship and - similar reasons,' 

If. the proposals in the Plan are implemented, Bangladesh will be the 

only country where· it will be· possible ·to.· buy '''labour obligations 

commuted by payment of an agreed sum" ( p. 69. Plan ) exemption, from 

labour 'services. I am not sure if this is- 'Consistent with the "S0Cialist' 

ideal". 

The Plan has a long list of items which contribute to the 

constraints of resources-mobilization, e. g., the low level of income, 

production and saving. The effectiveness of fiscal policy in an economy 

with low level of consumption is indeed limited. The limitation can be 

overcome to a great extent by the use of non-fiscal method of resource 

mobilization, 

IV 

one would be left with the impression that the present economic 

policy is promoting rather than curbing the excessive growth of the 

private sector with all the associated political consequences. 
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In terms of per capita income or resource endowment Bangla- 

desh is one of the poorest countries in the world. Raisnig the rate 

of saving appears to be a fruitless endeavour. Yet paradoxically here 

in Bangladesh a colossal amount of resources remain unutilized and a 

huge government policy induced profit continues to accumulate without 

being taxed in the bands of a small segment of the population. With 

a comprehensive and effective resource mobilization programme we 

may not achieve a spectacular growth rate but it will not be because 

we have not trie. 

The task, however, is a formidable one. To effectively utilize the 

(conscripted) labour power we need some complementary resources 

which must be collected. Also, destitutes and landless labourers must 

be adequately compensated. The near impossible hurdle to cross, however, 

is the mobilization of physical means of production which are privately 

owned. No matter how inefficiently they are utilized the society .can- 

not, in generel, alter the pattern of use of such resources. Nationaliza- 

tion of the means of production is one answer. A compromise sitution 

would be to effectively limit the legal right over property so that in 

case of conflict between individual and social interest the latter takes 

precedence. 

of the unemployed or underemployed manpower. To lay the foundation 

of a comprehensive planning we also need to know both the qualita- 

tive aspect of physical capital stock and infrastructure and various 

kinds of natural resources ( e. g., water, soil properties, marine bilological 

wealth ). Only when such a survey is completed we will be able to 

quantify the magnitude of idle or near-idle resources which can be 

mobilized for economic development without seriously curtailing the 

quantum of consumption. In fact it may be possible to devise fiscal 

policies to increase both consumption and investment. 
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*The author is Deputy Secretary, Ministry of Finance, Government 

of the People's Republic of Bangladesh. The views expressed over here 

are those of the author and do not in any way reflect the views of 

the Ministry of Finance or the Government of Bangladesh. 

In this paper, the spotlight has been designed to be on accumus 

Jation of investible surplus and not investment-output ratio ; the fac- 

tors governing and effects emanating out of the latter will be referred 

only as far as they come to accelerate or deccelerate the former. 

In a simplistic as well as usual presentation, rate of economic 

development, given the rate of change in population size, bas been 

stated as function of rate of accumulation of investible surplus and 

investrnent-ouptut ratio. In the context ·of Bangladesh, in pursuance 

of a socially accepted concept of deliberate development and within 

the existing governmental framework, for the purpose of development, 

the primary responsibility for guiding an acceleration in the rate of 

of accumulation of iuvestible surplus vests on the Ministry of Finance 

while the, investment output ratio, being essentially contingent on 'the 

pattern of allocation of resources amongst various productive sectors and 

the ultilisation profile thereof, remains to be primarily accountable by 

the Ministry of Planning. Once the process starts, however, the invest- 

ment-output ratio being· reflective of surplus over cost, also in asso- 

ciation with other relevant factors, comes to govern the rate as well 

~s size of investible surplus, making the process of :financing economic 

development diffused as well as vulnerable to be entwined in the 

oftquoted vicious circle. 

Muhiuddin Khan Alamgir* 

BY 

Financing Development Programmes 
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1·Bor; M, z :·· :The Organisation and Practice cf National Economic 
· Planning in USSR ; in UN : Planning for Economic 
,, . Development, Vol-II Part-2 ; 1965. 

:;,· . s Unfunded debt ·of: the. Government of Bangladesh consisting of net 

receipt on account of state provident funds, postal savings and life 

insurance, savings certificate etc., though theoretical components pf 

. . public _deb~ should be viewed as. different from borrowing from 

- . ~' the· banking" system in · so far as borrowing in the form of 

~ ~~ unfunded debts, being embodiments of actual savings of individuals 

"'· ~-iid i~st'itutions do not unlike borrowing from banking system 

necessarily ·m;ati·· 'creation of additional money : Vide: Government of 

Bangladesh, Ministry of Finance; Detailed Estimates of Public Account 

of the Republic (Receipts and Disbursements) for the year 1973- 74, P-2 . 
.i:,.,:tTJ;ie<neti~ally ~nproductive .expenditure incurred primarily in running 
... 

1~he 
Government; the main' component of this expenditure in Bangla- 

- desh are, civil administration, defence, maintenance of educational 
'and "health · ·facilities. Vide : Government of Bangladesh, Ministry of 
Finance ; Annual Budget for 1973~74 ; Budget Speech of Minister for 
finance ; 1973, P.'34·. · 

A low-down on accumulation of investible surplus starting from 

the Keynesian differentiation of saving from investment and emphasis 

on investment; and specially in the light of socialist experience and 

practice 1, has over decades, come to imply, in no uncertain terms, 

the physical embodiment of investment designed for increase in pro- 

duction. Financing development programme, in this context, therefore 

will be indicative of generation and acquisition of required savings 

need for physical investments in chosen development programmes. 

Interpreted as such, the total of monetary savings, in the absence of 

investment lapses, will equal the monetary value of physical investment 

or capital to be formed, and to the extent, deficit financing (under- 

stood in the sense of borrowing from the banking system within its 

safe limits), makes possible canalisation of physical resources to invest- 

~en~ bf avoiding consumption thereof, should be taken as a form of 

saving transformable into productive investment 2, 

Assuming therefore, saving being equal to investment and invest- 

menl being ·monetary' counterpart of the capital ( in its broad interpre- 

tation) to ·be· formed, in the context of Bangladesh, given the level of 

revenue expenditure 3, the quantum of finance usable for investment 

or. °Ca:pital formation, as per the profile of development programmes at 

aey point, of t{ine, may be said to be the aggregate of the following: 
- ... ' 
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Of the aforesaid, tax revenue (TR) consisting mainly of customs, 
'l 1 

excise duties, income tax (including corporation tax and agricultural 

income tax) and sales tax are easily understood. Other revenues (OR) consists 

of administrative and commercial revenues; of the administrative revenues 

chief components are various administrative fees an~ receipts on account 

of stamps and registration; while receipts accruing from Railway, Post 

Office and Telegraph and Telephone account for commercial revenues. At 
present public enterprises in Bangladesh are working in financial, corn- 

mercial and manufacturing sectors. Jn the financial sector, profit made 

by Bangladesh Bank, nationalised commercial banks and specialised financial 

institutions namely Bangladesh Shilpa Bank, Bangladesh Krishi Bank, 

Bangladesh Shilpa Rin Sangstha and House Building Finance Corporation 

are expected to contribute to the profit of the pub! ic enterprises; in- the 

commercial sector, contribution should come from commcrainl corporations 

and enterprises like Bangladesh Inland Water Transport Corporation, 

Bangladesh Road Transport Corporation, Bangladesh Biman, Trading 

Corporation of Bangladesh and Consumer Supplies Corporation, while in 

the manufacturing sector all public corporations and enterprises owned by 

the Government remain to yield by far the significant portion of- receipt 

under this head (PP). Net domestic capital receipts (CR) consists of net 

receipts on acconnt . of state provident funds, postal sayings, saving 

certificates, postal life insurnance and receivable debt service charges, 

TR = Tax Revenues, 

OR = Other Revnues, 

PP = Profit made by public enterprises, 

CR = Net (domestic) Capital Receipts, 

PSH = Private saving in the household sector, 

PSC = Private saving in the corporate sector, 

X = Export, 

M = Import of non-developmental goods, 

FLR = Foreign loan receipt, 

FLP =.Foreign loan repayment including interest, 

fG = Foreign grant, and, . 

BB Borrowing from the banking system. within. safe limits: 
.. 

·(TR +OR+ PP + CR) + (PSH + PSC) + (X - M) + (FLR - 

FLP + FG) +BB 

wherein ; 
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'Vide1 'Design of Fiscal Policy for Increasing Government Savings': UN: 

Economic Bulletin for Asia and Far East, Dec. 1962. 

s Vide: Op. Cit: G)vernment of Bangladesh, Ministry of Finance : 

Detailed Estimates of Public Accounts of the Republic 1973-74, P.2-3. 

6 (X-M) i:: Bangladesh as per the existing arrrangernent is spelt cut 

in Foreign Exchange Budget prepared by External Resources 

Division of the Ministry of Planning and reflected publicly in six 

monthly import policy announcements, 

Of the savings made in the private sector, the main problem in 

the context of Bangladesh as in case of other South-East Asian coun- 

tries is to arrange for their canalisation to investment 4• In· the cor- 

porate sector private savings is mainly accounted by profit made by 

enterprises, Iifelnsurance premia paid and time deposits kept in the 

banking institutions. It is assumed that private saving in the corporate 

sector is invested either directly by private entrepreneurs or indirectly 

in the from of loans taken from banks and specialised financial institutions. 

The main problem in this field centres around making private savings 

available for productive investment by the government and/or by private 

investors. Towards this direction in Bangladesh institutional facilities in 

terms of postal savings banks, sale of saving certificates, prize bonds, 

postal life insurance policies etc. are designed to mop up a part of the 

private savings in the household sector for productive investment in public 

sector. In the budget of the Government receipts on account of this accrue 

as receipts under 'unfunded debt' 5• 

The surplus of exports over the imports of non-developmental goods 

( X-M) should be understood in the context of a vital dependence of 

a developing country having low technological base on foreign trade. At 

the initial stages, given the inability of these countries to transform their 

physical savings inte capital equipments, a part of savings needs to be 

exported and- then transformed into capital equipments, through imports 

paid for by exports. In pure financial terms, savings in this sector are 

reflected in savings of public and private sectors. But at the initial stages of 

development, given the importance of foreign trade in the process of 

traasformation of physicial . savings into much needed capital equipments 

the surplus of exports over imports of non-developmental goods needs to 
be mentioned separately under the assumption that saving in the government 

and private sectors as stated earlier do not include savings in the form 

of trade surplus defined in the aforesaid line 6• 
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7 In the Budget of Bangladesh, accrual of foreign loans and grants 

is reflected in Foreign Aid Deposits Account: Vide: Government 

of Bangladesh, Ministry of Finance: Detailed Estimates of Revenue 

and Receipts 1973-74: P.48-52. 

8 Figures for the first budget of Bacgladesh for the period December 

16, 1971 to June 30, 1972 have been excluded from these two tables, 

as this period is regarded as too abnormal a period to be indicative of 
a pattern or profile, 

Within the aforesaid framework for generation of investible surplus 

in Bangladesh, the profile of revenue receipts and the pattern of financing 

programmes as reflected in the Budgets for 1972-73 and 1973-74 needs 

scrutiny. In Table 1, the contribution of various sources to the total of 

revenue receipts in two normal years after liberation has been spelt out. 

In Table 2 the sources of finance budgeted for development ( including 

reconstruction) programme for 1972-73 and 1973-74 have been indicated 8• 

As has already been mentioned, within the safe limits defined by 

increase in monetisation of the economy and total output of goods and 

services ( or even socially acceptable increase in price level ) borrowing 

from the banking system may be said to be savings in so far as such borrow- 

ing saves a portion of consumption for further investment. 

The net receipts of foreign loans ( FLR - FLP ) and grants (FG) 

is indicative of transfer of saving of the aid giving nations to augments 

the level or savings of developing/recipient nations. Investible surplus 

emanating out of foreign loans and grants may be regarded as residuary 

accretions to the total level in savings 7• This, however, given the 

initial difficulties in generating exportable surplus in developing countries 

in order to make possible import of capital goods makes the role of 

foreign loans and grants vitally important to break through the vicious 

syndrome of poverty. 
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:;::: Tk.242.50 crores ~ Tk.411.31 crores 

100.00 100.00 

6.3~ d) Telegrapbs & Telephones (-) 0.05 
Depar_tment. 

~) Other Receipts 

6.80 

2.60 

3.98 

11.26 

1.10 

5.54 

3.45 

12.37 

1.44 

7.50 

34.04 

28.33 

41.24 

25:: 9 

A. Tax Receipts 

a) Customs 

b) Excise duties 

c) Income Tax Corporation 

Tax & Agricultural 

Income Tax 

d) Sales Tax 

e) Land Revenue 

f) Other Taxes 

B. Non-Tax Receipts · 

a) Nationalised Banks 

and Industries and 

other Enterprises 4.21 

b) Stamps and Registration 4.25 

c) Post Office Department 

----~------ 
Sources of Revenue 

1973-74 
(Budget) 

1972-73 

. j . (Revised Budget) 

in Percentage 

CONTRIBUTIONS OF VARIOUS SOURCES OF REVENUE 

RECEIPTS 1972-73 AND 1973-74 

TABLE 1 
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& The estimate of revenue surplus for 1973-74 in this table is inclusive 

of additional taxes etc. proposed in the budget speech of the Fi- 

nance Minister but ·excludes, for analytical reason, the initial 

estimate of profit of public enterprises to the tune of Tk. 15 crores, 

which has been included in estimated receipt of Tk. 28 crores from 

Nationalised Sector. An addition of Tk, 13 crores was later made 

as additional receipt from the nationalised sector. In the same way 
the figures for revenue surplus for 1972- 73, as mentioned, is to the 
excluston of Tk. 10.21 crores received as· profit from the nationa- 
lised sector. Net capital receipts for 1973- 74 as mentioned in this 
table, includes additional receipt to be emnating out of proceeds 
from abandoned properties ; Vide ; Opt. cit. : Government of Bang- 
ladesh, Ministry of Finance ; Annual Budget for 73-74 ; Budget 
Speech of the Finance Minis~er, P.37. 

It will be evident from Tables, 1 and 2 that the contribution 

of domestic saviags for savings for financing investment programme in 

the public sector in the year 1972-73 and 1973-74 has been small; as 

a matter of fact if one takes into account the . losses . incurred in state 

trading in foodgrain and in public enterprises ( other than those who 

contributed to the exchequer) that were/are. financed through bank 

accommodation obtained on the basis of direct or indirect guarantee provi- 

ded by the Government, the quantum of domestic savings generated in 

Bangladesh in 1972-73 and to be generated in 1973-74 appear to be low. 

5.33 

100 

10.21 

Tk. 397.79 
Sector 

Total 

3.54 

(-) 1.55 

318.33 

7.37 

67.01 

(-) 0.39 38.74 

80.01 352.00 

16.03 18.60 

2.57 28.00 

100 Tk. 525.35 

63.75 

Revenue Surplus 

Net Domestic Capital 

Receipts 

Foreign Loans and Grants 

Borrowing from Banking 

System . 

Receipts from Nationalised 

lin crores of Iaka) 

Head l Revised 'Percentage I Budget i Percentage 
----------~get 72-73 l of i_o_ta_l _ _,...~7_3-_7_4~~-o_f_to_t_a~l- 

7.08 1.78 88.01 16.75 

FINANCING DEVELOPMENT PROGRAMME 

IN BANGLADESH : 1972-73 and 1973-74 9 

TABLE 2 
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10 Vide : Government of Bangladesh, Planning Commission : Annual 

Plan. 1973-74. P.21-23. 

11 This table is based on Table IV-I, IV-2 and IV-5 of Ch-IV of the 
First Five Year Plan. In this Table contribution from the natio- 
nalised sector, is shown separately while foreign loan earmarked 
for private sector is included in the total of foreign loans and 
grants. The figure for foreign loans and grants is the domestic 
resource equivalent ot external capital infl_ow which is less (by Tk. 
42 crores) than C & F value of such capital Inflow. The receipts 
from the nationalised sector as projected by the Planning Commi- 
ssion is inclusive of debt service charges and income tax payable 
to the Government but excludes depreciation charges, which means 
in terms of profit, the contribution of the nationalised sector will 
be less than Tk. 384 crores. Tk, 360 crores, shown as the extent 
of borrowing from the banking system is inclusive of Tk. 503 
crores to be borrowed by private sector in the form of Jong term 
development finance ; the extent of borrowing by the Government 
from the banking system is projected, therefore, to be Tk. 157 
crores. Vide : Government of Bangladesh, Planning commission ; 
The First Five Year Plan, P,47~48. 

16.17 

8.08 

2.38 

100 

17.47 

7.86 

8.60 

39.44 

---~~··-=----- 

72000 

360.00 

106.00 

4455 

778.00 

350.00 

384.00 

1757.00 

Tk, in crores Percentage 

Revenue Surplus 

Net Domestic Capital Receipts 

Receipts from Nationalised Sector 

Foreign Loans and Grants 

Private Saving (excluding non-monelsied 

saving and time deposit) 

Borrowing from Banking system 

otMrs 

Total 

Head 

TABLE 3 

Financing Pattern of First Five Year Plan of Bangladesh 11. 

In terms of surplus of export over import of non-developmental goods 

(mainly foodgrain) the position, due mainly to the predatory effects 

let loose by the occuption forcess earlier, has not been upto the 

expectations making the country heavily dependent on inflow of foreign 

aid and loans to finance its development programmes 10• 

The financing pattern of the First Five Year Plan of Bangladesh 

(which includes fiscal, 1973-74) as indicate in Table-S is not very different 

from what has been the pattern in 1973-73 and 1973-74. 
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It will be evident from Table 3 that compared to the extent of 

dependence on foreign aid in 1972-73 and 1973-74, the First Plan period 

as a whole will reflect less dependence on such residuary accretions. 

Towards reducing the extent of such. dependence, a major thurst in 

export earnings representing an increase of about 43 % in the terminal 

year over 1969- 70 benchmark level i. e. at a rate faster than the growth 

ol GDP has been projected. In the Plan, the surplus of exports of 

nondevelopment al goods over the five year period has been estimated at 

approximately Tk. 1023 crores 12• Given the requirements of growth, this 

surplus transformable into imported development goods and services is 

small and reflective of our high dependence on import of consumer 

goods, but nonetheless indicates a consciousness of our planners to reduce, 

by stages, the extent of dependence on foreign aid and loan. 

This increase in exports matched with· maximum reduction in imports 

of non-developmental goods, calls for an application of determined will 

of the people and the government, which may go to indicate the success 

or the failure of the Plan. 

An ambitious thrust at increase in export surplus over import 

of non-development goods, however, does not go to compensate the 

low level of projected surplus in Government receipts, which is quite 

low given in comparison with other developing countries in Middle East. 

North Africa and South America. The relatively low level of Govern- 

ment receipts Should also be contrasted to a situation obtained .in 

USSR and other socialist countries. In USSR, the state's main source 

of revenue is income from the socialist sector of the economy collected 

in the form of turnover tax and .profit of state enterprises 13. In 

Yugoslavia for example, following in essence the same principle, 

the income or newly created values of industrial and other enterprises 

is subject to distributtion between the enterprise and the community 

so as to yield along with other tax receipts the major portion of 

12 Vide : Government of Bangladesh; Planning Commission : The First 
Five Year Plan : 1973 P-52-58. 

13 Turnover tax is not a tax as is usually understood. The amount 

of turnover tax is determined by the state on the basis of econo .. 

mically valid prices and of enterprises' cost and profit level. In the 

context of Bangladesh the major amount otherwise collectable as 

turnover tax may be said to be going to the middlemen as scarcity 

premium. Op. cit. Bor, M, Z, The Organisation and Practice of 
National Economic Planning in USSR, P. 162 
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14 Jelic, B. & Albin, 0 : Some Characteristic Features of Economic 

Planning in Yugoslavia: Op. Cit. UN : Planning for Economic 

Development : Vol. ll Part 2. 1965. 

15 As indicated earlier, investible individual savings in Bangladesh is 

usually distributed between Government. sector (in terms of provident 

fund, postal deposits, saving ·certificates and postal life insurance 

etc., and the corporate sector (in the form of time deposits in banks 

and life insurance premia paid). 

investible surplus of the economy 14. Considering the limitation in 

terms of a weak traditional tax base, low income and ceiling on 

private industrial investments, the rise in the tax yield as has been 

projected in the Plan, may be viewed as reasonable. In view of insti- 

tutional division in collection of individual savings 15, simultaneous 

increase in savings in corporate sector and low rate of increase in 

per capita income, the net domestic capital receipts as projected in the 

Plan should also be viewed as the very best that can be accounted 

for under this bead. However, the projected receipts from the notiona- 

lised sector, leaves a scope for reassessment. 

In Bangladesh the public/nationalised sector operation, though 

not all comprehensive as in case of USSR, Yugoslavia or other socia- 

list countries, should be regarded as quite extensive. In the manufac 

turing sector, 313 medium and large industrial enterprises having fixed 

assets of Tk. 900 crores, have already been taken in the ambit of 

public sector. Io the field of finance, banks, insurance companise and 

specialised financial institutions ( excluding foreign banks and insurance 

companies) comporising the overwhelming major areas of operation have 

been taken under the ambit of public sector, while in case of trading 

and commercial operations, the most significant part, specially, in respect 

of foreign trade and, transport, has been covered by nationalisation measures. 

Inspite of this extensive public sector operation of the economy, it has been 

estimated that in the course of r irst Five Year Plan period, nationalised 

sector will contribute not more than Tk. 384 crores. This inculsive as 

it is of income tax and interest payment, should be admitted as a low 

return on capital investment in view of the prevailing level of scarcity 

premium in the domestic market and given the fact that in Pakistani 

days the average net profit was estimated to be roughly 30% in case· of 
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16 Mahbabul Huq: The Strategy of Economic Planning; A Case Study of 

Pakistan, P.41. 

17 Vide : Griffin, K, Financing Development Plans in Pakistan, Pakistan 

Development Review : Winter 1965. · 

18 Constitution of People's Republic of Bangladesh: Articles 13-17. 

1D Vide.: Rahim A. M. A.: The Development Strategy of Pakistan ! The 

Case for Revision; Asian Survey, June, 1973. 

A higher contribution from the public sector appears to be 'impera- 

tive if the country bas to attain a higher. rate of savings compatible with 

the pattern of equitable distribution of income as enunciated in the 

Constitution as fundamental principles of State ·policy 18• The experience 

over two years ·bas opened up two avenues following which the yields 

from the public sector may be increased. Through a process of strict 

and dispassionate cost-control and faithful collection of the scarcity price 

state ownership of means of production should be utilised to account for 

by far the major quantum of investible surplus. Unles this is done adop- 

tion of an alternative process of planning through private enterprise may 

lead to a heavy concentration of economic power in the hands of so- 

called robber barons. For a time, such a process may yield result as it 

did in Pakistan in t 960's but as the experience has gone to prove if it is 

encouraged to take its own course in this age of socio-political ferment, 

its consequences may be too predatory to allo;., for the participation 

and contribution of the less affluent to the painful process of generating 

savings required for increase in gross domestic product without any reference 

to distributive justice 10. 

large-scale industries and even higher in some other sectors 16~ Given !l 

basic premise that · during the days of Pakistan the corporate sector 

invested 50% of its gross profit and that such gross profit in large and 

medium scale industries even today reflects value of income transferred 

from rural to urban areas via the over-valued exchange rate and commer- 

cial policies 17 and the facility with which increase in productivity in 

public sector can be canalised for further investment by disallowing the 

newly created -values' from finding way into the income fl )W of indivi- 

duals whose consumption need is acute, more investible surplus than 

what has been estimated by our planners should have accrued under this 

head. 
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20 Rahim A. M. A .. : Some Aspects of Inflation Theories in the Context 

of Bangladesh : Bangladesh Bank Bulletin : September, 1973. 

----------- ---- --------------- 

As has been indicated, borrowing from the banking system within 

its safe limits may be said to be generation of saving in the context 

of economic development. A political alternative to taxation as it is, it 

may be noted that its application in Bangladesh, has in real terms, 

been much more than what may be read in budgetary figures. The deficit 

on account of foodgrain and cumulative losses incurred in public sector 

operation in the manufacturing and commercial field have been and are 

being met through borrowing from the banking system over and above 

the level of deficit financing which was envisaged in the budgets for 

1972-73 and 1973-74. As a result the money supply (consisting of currency in 

circulation and demand deposits in the banking system) has since liberation 

gone up by about 100% in the face of an almost stagnant leve of produc- 

tion. The underlying hope of the monetary authority that production 

will respond to increased money supply remain yet to be fulfilled 20. The 

consequence has been an inflationary situation which has come to threat dis- 

tortion of the present package of development programmes. Viewed in this 

context, the projected borrowing by the Government from the banking 

system to the tune of Tk. I 57 crores in the Plan period, should be regarded 

as avoidable, and may not be taken resort to if the yield from the 

nationalised sector is made to show up at least matching increase. The 

room for mistakes and wastes being severely limited and total commit- 

ment of the people, being the pre-requisite for success,· the problems cen- 

tering around an immediate increase in effeciency of operation of the 

nationalised sector encompassing the whole g~mut of societal motivation 

and milieu as they do, will remain as the greatest challenge to be met 

in the course of the first quinquinnial development of the new country. 
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The First Five Year Plan envisages visible imports to the tune of TL 

3787 crores. The plan projects the import-requirements in the following way1. 

Capital goods . . . . .. . --·  •.. Tk. 1275 crores 

Intermediate goods ..•.•. • •....• - Tk. 1283 ,, 

Consumption goods except food grains Tk. 779 ,, 

Food grain . Tk. 350 ,, 

For lags, delays, etc. .. Tk. 108 ,, 

Tk. 3787 

I 

The purpose of this paper is to make a critical evaluation of the 

import policies within the framework of the First Five Year Plan. It will 

involve the following issues; 

1) Whether the composition of imports satisfies the criteria of 

rational choices ? 

2) Whether the recent price-hikes in the international markets will 

disturb the estimates regarding the cost of imports 'l 

3) Whether financing of import through export-earnings and foreign 

loans will meet shortfall in reaching its targets ? 

4) Whether the institutions and processes of imports are decided in 

the right direction ? 
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~ FFYP, Page-53 

~ Annual Plan Report, 1973~1974, 

The above table apparently suggests that the capital goods 

and intermediate goods were given more prominence over the consumption 

goods. But the problem is that the plan does not spell out the rationale 

behind this import-projection. With the passage of development, the 

import-needs will change; but the chain of reactions has not been clearly 

shown in the import projection of the Plan. The plan seems to 

have failed to spell out how the development of consumer goods industries 

will gradually substitute the imports of consumer goods. 

The plan seems to be uncertain about agricultural development 

programme. The plan boosts of self-sufficiency in food brain by 1977- 78 

and it has phased the expansions in agricultural productivity accordingly. 

Each phase of development indicates the food-gap and corresponding 

imports of food grains. The foodgrain imports to the tune of Tk. 350 

crores however bas not been phased in the plan document. It gives a 

feeling that the plan is not certain in its food programme and that is 

why, foodgrain imports have not been phased year by year. 

One wonders whether the composition of imports has been properly 

decided. The plan proposes to spend foreign exchanges on certain commodities, 

which could otherwise be stopped or minimised. Let us take the example 

of sugar import. Plan proposes to import sugar worth Tk. 74.3 crores, 

while during 1965;75, it was Tk. 15 crores 2• One wonders what induced 

the Planning Commision to put searce foreign exchanges on the import 

of sugar. Contrary to this view of the Planning Commission, the exports 

on the sugar industries believe that if proper measure are taken to utilise 

the existing capacity of the gugar industries, we can not only stop the 

imports of sugar, but also make some surpluses to export. This example 

suggests that the composition of import has been dicided quite arbitrarily 

without examing our productive capacities. 

The doubts also center around the planned estimate of 32 lakh tons 

of rice-imports during the next five year. The plan has seriously under- 

estimated the actual food shortage. As far as the present despensation 

of circumstances are concerned, the food shortages during the next five 

year may run well over 60 lakh tons. We have seen that in 1972-73, 

28 lakh tons of foodgrains were imported 3. According to government 

sources, this year's food shortage is 20 lakh tons. There is no reason to 

believe that this food-shortage will not persist in the subsequent years, 
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When the plan is formulated, the planners could not foresee the 

future rises in the international prices. Within a year, price in the inter- 

national markets rose up very high and undoubtedly, it has disturbed all 

the estimates of the plan-estimates. The general price-levels in the inter- 

national markets have risen by more than 30 per cent. The international rice 

markets showed extreme volatility in prices and food prices rose by 300 

per cent. 

As the things are going on, price-reversal in the international markets 

is not very likely. The high price of imports may persist for the following 

reasons : 

(1) The oil crisis bas triggerred off inflationary price-spiral. High 

price of importables will persist, because the costs of production 

have risen due to higher labour costs and higher costs of 

materials. As far as rice is concerned, retreat of price to double 

the level of 1971 is a highly optimistic one and -for some 

time, bullish sentiments are expected to. predominate in the world 

rice centres. 

(2) Secondly, shipping difficulties have contributed to the dislocation 

of international trade and higher freight rates have helped to 

push up prices. 

The costs of the planned imports will make an upward shift to 

the extent the international price-level shift. If proj.er adjustments are 

made for this price-like, the actual costs of imports will exceed the plan- 

stipulated amount of Tk. 3787 crores. The question is, how we can meet 

this inflated cost of imports. To meet this inflated import-costs, we have 

to raise either export-earnings or foreign loans or both. On the other 

hand, if we want to keep the import costs at the money-value of Tk, 

3787 crores, then the physical volumes of imports are to be reduced. 

Whatever may be the direction of adjusment, one should not have any 

doubt· that price hikes at international level and hyper-inflation at domestic 

~enl have seriously disturbed the plan targets and estsmates •. 

II 

Therefore, the plan may require to import more than stipulated amount 

of foodgrains. Since food is non-dutiable item, this situation may result in 

the reduction of government duties from import-duties. 
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' Lester Pearson : Partnears in Development. Reports of the Commission · 

on international development, 

The import-capacity is a function of export-earnings and availability 

of foreign loans. The plan envisages that out of Tk. 3787 crores, Tk. 

1988 crores will be financed by export-earnings and the rest by foreign 

loans. The major share of exports stems from raw jute-goods. Out of 

the plan estimates of exports, raw jute and jute-goods would bear more 

then 75 per cent. The capacity to earn foreign exchanges depends on 

the behaviour of raw-jute production and performance of jute industries. 

Though actual figures are not available, but; it is being feared that a 

substantial portion of better-quality raw-jute is being smuggled out across 

the boarder. Our jute-Industries also give a very dismal picture. If the 

present trend of export earnings is maintained throughtout the plan-periods, 

then the plan-target of export-earnings may not be reached. A lower export. 

earnings will mean a lower-capacity to import. 

The import-capacity will largely be dependent on the availability 

of foreign loans. which constitutes about 48 per cent of the total 

imports, One doubts whether the plan will be able to realise the stipulated 

amount of foreign loans. The recent tendences show that the quantum 

of loans to developing countries is remaining stangnant over the last 

few years, while the expectation of these countries are running very 

high, Coupled with high degree of uncertainty of foreign loans, 

conditions of these loans are hardening day by day. The Underdeveloped 

countries are so such in need of loans that they can absorb as much as 

they can get. But the main constrain is, how much the aid-giving countries 

can afford to offer to the aid-receiving countries. The forward momentum 

of growth is constantly threatened by the bleak aid prospects. The debt- 

servicing liabilities add more anxieties for the developing countries; The 

debt-services of the aid-receipients have been growing at 17 %· per 

annum. absorving much of the increase in export-earnings, which is about 

6% per annum 4• The First Five Year Plan run the risks of these problems 

as far as the foreign loans are concerned. 

The past trends of imports-financing since independence can be 

discussed here ro justify the skepticism regarding the fulfilment of the· 

import-targets. The annual import-programme is usually being implemented. 

III 
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s Annual.Plan's Report, 1973-74, 

e Import Policy of Jan-June 1974. 

1 Annual imports during July-Dec. 197(}-tk. 195 crores, 
Projected ,, ,, Jan-June 1974-Tk. 323 ,, 

Total ; Tk, 518 ,. 

Plan-stipulated imports· for· 1973-1974 - Tk, 710 crores. 

Tk. 518 
...,..,,...-'""lO"~---=...- 
Shortfalls : Tk. 192 

through import-policies covering periods of six months each. We have 

abserved that all the import policies in the past did face significant 

short falls. The gap between "promises" and "actuals" is a regular pheno- 

menon in all the past import-policies. 

Out of projected Tk. 175 croses of imports· in July-December' 72, 

actual imports took place to the tune of Tk. tOO crores. During the 

period of 1972-1973, the total non-food imports were between Tk. 400 

crores to Tk. 450 crores 5• angainst the projected requirement of Tk, 
635/00 crores. 

Import-performence during July-Dec 1973 also shows the same pic- 

ture of substantial shortfalls. While the import-policy of July-Dec. 1973 

project the import-requirements at Tk. 215 crores, actual imports took 

place to the tune of Tk. 195 crores 6• For the fiscal year of 1973-197, the 

Plan projects the non-food import-requirements at Tk. 710 crores. But, 

the actual imports of July-Dec. 1973 (Tk, 195 crores) and the projected 

import of Jun-July 1974 (Tk. 323 crores) taken together will still yield 

a shortfall of Tk. 192 crores 7• The shortfalls would cretainly exceed the 

level of Tk. 192 crores, because, it is apprehended that current imports 
policy will entail more shortfalls. 

All the import policies after independence did suffer from significant 
shortfalls due to the following factors, 

(1) There were shortfalls in the targets of export-earnings, 

(2) The foreign loans did not fl.ow in the projected direction. 

Out of the projected inflow of foreign loans during July-Dec'Zd, 
only 53 % came in. 

(3) There were institutional bottlenecks .. The slow processing of 

imports from the opening of L/Cs upto the end _uses also 

caused shortfalls in our import policies. The capacity to import, 

always faces the above-mentioned constraints. The First Five. 

Year plan fails to ensure that these opposing forces will noi 
disturb the targets of imports. 
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~ ·The Report of Annual Plan, 1973"-74. 

The Plan seems to justify increasing participation of state on 

the plea that it is helping the cherished· goal of socialist transformation. 

It seems to be a high-sounding principle. But if one goes .deep into 

the activities of state agencies, one would get the fair understanding that 

mere expansion of the activities of public sector cannot be equated with a 

Up to June_.·- 

Jan-June 1973 .••.•. 

July-Dec. 1973 · 

January-June 1974 

% of public sector 

participation in importing 

50% 

70% 

82% 

85% 

Year 

The institutions and processes of imports need careful analysis, 

The Annual Plan (1973-1974) has rightly observed that "the actual arrivals 

of imports, both under aid and from our foreign exchange resources 

were slow due to the ti me-lag between (a) actul allocation of funds and 

issues of licencess, (b) issues of licences and opening of L/Cs, (c) opening 

of L/C and retirement of L/Cs and (d) retirement of L/Cs and arrival 

imports" s. Though the problem bas been rightly pointed out but, the 

remedy bas not been suggested in concrete terms and the Plan cannot 

ensure that these institutional lags will not affect the Plan-target of im- 

ports. In fact, the Plan fails to suggest institutional measures in the 

right direction for removing the procedural bottlenecks of importing. 

In respect of utilisation of barter resources of imports, we have 

also seen that many handicaps do arise to disturb the targets of imports. 

These handcaps are: high prices of importables, inferior quality compared 

to prices, irregular supply, delay in shipments etc. The Plan, however, fails 

to view these problem in au objective way. 

As regards the import.mechanism, the Plan conceives an institu- 

tional policy in which increasing participation of state in the trading 

activities has been suggested. The past trends, as has been shown in the 

following table, also shows that more imports had been increasingly brought 

under government control. 

IV 
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The expended role of TCB has been justified in the First Five 

Year Plan on the plea of socialist transformation and also, on the plea 

of shortage of established traders. It is true that: due to the repatriation 

of many of the established traders who had their origins in Pakistan, 

there was a temporary shortage of genuine importers right after indepen- 

dence. This vacuum was a temporary phenomenon and this vacuum 

could be filled up by genuine importers, if proper policies were evolved 

in the past. The TCB's expanded roles will definitely obstruct the growth 

of genuine importers, and it will result in the influx of -briefcase business- 

men'. In fact, inefficiencies of TCB in making proper channelisation 

of imports to end-uses are largely responsible for the pricespiral of 

importables. As a result, we have witnessed the phenomenal growth 

of unearned income in Bangladesh. In one hand the Plan fails to 

suggest proper policy-packages to steamline the understaffed TCB. On 

the other band, the Plan fails to ensure increasing participation of 

genuine investor in trading businesses. 

(2) The bogey of socialism bas also discouraged the growth of 

nascent investors. As a matter of fact, the Plan has not concretely 

suggested any measure to improve the investment climate in such a way 

so that the investor are attracted to gravitate their resources in genuine 

economic activities. 

(I) For lack of managerial and technical know-how regarding 

import-processes, the state trading agencies face many handicaps. Not 

only that it results in lags in imports and under-utilisation of importable 

resources, it also leads to one of the highest form of corruption, 

malpractices and disorders. If this continues unabated, it may create 

general apathy towards socialism. It is a historical turth that the abuses 

of socialism are more widespread than the uses of socialism and abuses 

of socialism are consciously made to thwart the growth of socialism. 

step towards socialistic order. The socialist order will mean the end 

of the exploitative system through the process of socialisation of the 

means of production. Aimless and misdirected participation of government 

sector under a basically capitalistic system cannot be reasonably con- 
ceived as a step towards socialism. In fact, this institutional policy bas 

two dangerous implication : 
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(4) The processes of imports leaves much to be desired. The 

institutional policies regarding import-mechanism involves some basic 

contradictions and loopholes that will ultimately sustain the present faulty 

distribution. of import-items with all attending evil-effects, like corruption, 

high prices, unearned income, etc. 

(3) There are some ressonable grounds to believe that the targets 

.of foreign exchange earnings and estimates regarding the availability of 

foreign loans may remain unattained. There may be adverse effects on 

the availability of importable resources, which may result in the scarcity 

of capital goods and intermediate goods that are vitally needed for 

·development purposes. 

(1) The structure of import, as envisaged, in the First Five 

Year Plan, leaves much room for rationalisation. Certain import requir- 

.ments have been calenlated on basis of unreliable facts. These importable 

items should preferably be produced domestically. 

(2) The upward shift of price-levels in the international markets 

has disturbed all the Plan-estimates regarding import-costs. This problem 

seriously cans· for revision and re-adjustment of the First Five Year 

Plan. 

CONCLUSIOS 
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1 The Firist Five-Year Plan 1973-78, Planning Commission Nov. 19n, 

page 44. 
2 Ibid., page 38. 

s Ibid , page 38, 

The success of any short-run or long-run development plan depends 

on bow effectively the government can mobilise the internal resources 

of the country. Private savings, public savings i. e. excess of government 

receipts over non-development expenditure and deficit financing are the main 

components of internal sources of financing. Of these three sources of 

financing development projects, deficit financing is the worst. Unless other- 

wise compelled we should not think of inflationary financing process. So the 

private and public savings remain as the main sources of internal resource 

mobilisation. This paper attempts to discuss a few ways of increasing the 

.volume of internal private resources and their effective mobilisation. 

Accordining to the First Plan of Bangladesh, total private savings 

including 'both monetised and non-monetised 'savings average above 6 % 
of rotal personal income 1. Of this, private monetised savings form 

only 4 %. Because of exorbitantly high price level and very low interest 

rate offered by banks· this negligible percentage of private savings is 

quite obvious. During the entire plan period the yield from income 

tax ( nothing is specifically mentioned about the inclusion or exclusion 

of business income tax either in the First Five-Year Plan or in Annual 

Plan 1973-74) is taka 70 crores s and that from land revenue is Taka 

23, crores s. This insignificant contribution from Income tax, . either 

inculding or excluding business income tax is in complete pursuance 

of our government's policy of fixing up an upper limit of the salary 

scales. From the fixed salaried groups fighting with the present sky 

Chittagong University 
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To increase the volume as well as coverage of business income tax, 

Government should cautiously fix the exemption limit on the basis of. total 

running capital of a business unit. One fails to und erstand why having the 

same.number of family members, equal number of school, college or univer- 

sity going children, with an yearly income of say, Taka 10,000 or 15.000 a 

service holder should pay taxes more than that of a businessman. At present 

tax evasion has become a very common practice among the business houses. 

Even taking into consideration the high cost of collection, administration and 

other difficulties, sincere and co-ordinated efforts among the income tax 

officials can do a lot to increase the yeild of tax. Sufficient care · should be 

taken by the Government so as not to allow the business houses to shift the 

newly imposed entire tax burden to the shoulders of consumers. This can 

only be done by enforcing the businessmen to keep a detailed price list of 

their items, maintain exact stock records and issue receipts to each and 

high price level, government cannot obviously expect much. The insignificant 

contribution from land revenue is also commensurate with government's 

socialistic policy .of exempting 25 bighas from land revenue. 

From the low contribution of income tax during the plan period it 

appears that a very nominal amount of tax is to be collected from private 

business corporation, large or medium sized traders and shop-keepers. After 

liberation, this community emerged as the most fortunate one in comparison 

with others in the society. Existing price increase being within the range of 

300%to 800%, for which defective distribution system, a chain of unwanted 

middiemen and. creation of artificial crisis by a few profiteers are no less 

responsible, total running capital of the business corporation.' traders and 

shop-keepers has been increased by 3 to 8 times. Business being the tremen- 

dously profitable concern, the number of new comers to business has been 

increasing at a very high rate. These new comers with minimum professional 

honesty, experience and sincerity are simply adding to the list of already 

existing dishonest and inexperienced fellows. While there is a need for 

businessmen with professional honesty and skill, there is no more need for 

dishonest and unskilled brief-case businessmen that have flooded the market. 

This group is only after amassing money overnight. Government canimme- 

diately bring a halt to this trend by imposing a very high amount of license 

fee for opening a ,new shop or starting a new trade or business. Increased 

fee will, on the one hand bring more revenue to the Government exchequer 

and on the other wi1l encourage those shop-keepers, traders and business- 

men with genuine interest, experience and initiative. 
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the 'total ·n.umber of farms having · more than 8.3 acres (i- e, 25 

blghas) and less ·~an 33.3 acres (i, e, 100 bighas) as one can keep by the 

Agriculture providing more than 50% to the gross domestic product 

contributes little or nothing in the form of direct taxes. In the last decades 

agricultural income tax became a great debatable issue in the sub-continent. 

There are lot of arguments both in favour and against the imposition of 

direct tax on agriculture. Of course, there had been sufficient grounds for 

that. Before 1970-71, the terms of trade in our country were unfavourable· 

for those engaged in agriculture rather than industry. Agriculture was 

relatively the neglected sector of the economy because of low farm income 

aad hence low standard of living of.those engaged in it. Very recently, as a 

result of the galloping rate of population growth world- over and excessive 

natural hazards in some regions and also because of world-wide low produc- 

tivity, (he agricultural income of affluent farm owners have increased two to 

three times. A.s a matter of fact the terms of trade have turned favourable 

for affluent farmers. Moreovers as a result of the introduction of High 

Yielding Variety, affluent farmers have become more affluent. While on the 

other, most of the poor and uneconomic land holders in the face of high 

prices of the necessities and agriculturalinputs have been .reduced to pauper. 

In m:IWY cases poor .and uneconomic land owners.in order to maintain. a 

minimum level of living prefer to dispose off their lands to those having 

already more. This is really going to be one of the social .disutilities of 

High Yielding Variety in Bangladesh. In some cases particularly in .Chitta- 

gong it has become a trend that the affluent farmers show more interest for 

HYV than poor farmers. Government can check before it gets out of control · 

by a sweeping land reform policy and by imposing progressive income tax 

on affluent farmers. Recently it has become a fashion for the ffluent far. 

tners to spend huge money for ••unproductive purposes", namely, marriage 

ceremony, social customs, etc, 

everybuyer, For implementing this policy Government's strictness and in 

some cases legal action against the defaulters will, by wiping out the ineffi- 

cient and dishonest businessmen from the market save the helpless consu- 

mers. To reduce the malpractices of the businessmen and shop-keepers, 

Government can impose a fiat rate of tax, say Tk. 100 and more and not 

less than 500 Tk. for total running capital lying within the range of Tk .. 

l0;000-15,000 and Tk. 500 aon more and not less than· Tk, 800 for total 

ranging between Tk. 15,000-20,000, and so on. 
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11,59,178 

8,82,366 

6,62,999 

0,22,296 

area in acres between 8.3 acres 

and 33.3 acres 

76.530 

54,510 

'44,410 

33,730 

llajshahi 

Khulna 

Dacca 

Chinason1 

' Pakistan Census of Agriculiure. Volume 1, Bast Pakistan, l::i60, Agricul- 

tural Census Organisation, Ministry of Food and Agriculture, Government 

of Pakistan, page-29. · 

i Ibid., page-29. 
8 Ibid., page-114, Table 13. 

' Ibid., page-114115, Table 13. 

• Ibid., page 29-34. Table-3 which looks like the following. 

Division Total No. of farms Total cultivated 

present Government land policy, will be approximately around 2,09160 4 

with the total cultivated area of 32,27 ,540 acres 0• The average sixe of a farm 

lying beyond land-tax-free limit is about 10.5 acres. More than 15% of the 

total cultivated area lies beyond 25 bighas of land-tax-free limit. This 

calculation is based on 1960 agricultural census. Because of present high 

prices of farm products, this average farm size of 10.5 acres must have been 

within the range of 12-13 acres now. Agricultural income tax imposed on 

the basis of productivity on roughly more than 2 lakh farms will bring a 

lot of revenue for the Government since productivity of land varies in 

different areas, flat rate on acre basis may do injustice to farms having 

comparatively low productivity. Hence there must be differential tax rates 

for different areas for a normal season. While imposing agricultural income 

tax on affluent land owners, Government should make provision for either 

upword or downward adjustment of the tax structure in case of bumper . 

crops or ftood 01 draught affected areas. 

Absence or rainfall during winter season has posed a great problem 

on the way of increasing coverage under HYV. The average intensity of 

land use in Bangladesh is around 150% •. Although this intensity is a_bit 

higher in southern and eastern part comprising Dacca, Chittagong and 

Khulna division of Bangladesh, it is around 125%' in northern part com- 

prising Dinajpur, Rajshahl and Bogra of Rajshahi division. Again, interes- 

tingly enough, in northern part, both the total number of farms and the 

total cultivated farm area beyond land-tax-free limit is comparatively higher 

than other part •. All these will definitely provide· important means of 
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9 Ghulam Mohammad Programme for the Development of Irrigation and 

Agriculture in West Pakistan. An Analysis of the Public and Private 

Ground Water Development Programme and the IBRD Draft Report. 

Pakistan Institute of Development Economics, Research report No. 59,P.~ 
10 Ibid, page 15-56. and Ataul Huq-Water-a two dimentional problem 

in our economy-Morning News October '• 1970. 

11 Professor Rene Dumont, Institute National Agronomique, Paris, 

Grignon, France, "A Self-Reliant Rural Development Policy for the Pooi 

Peasantry of Sonar Bangladesh", The Ford Foundation, Dacca, •i May, 1973. 

There is another way of mobilizing private saving. · A compulsory 

levy in the form of tank tax accompanied by tax holiday on affluent 

farmers can help increase. the coverage of irrigated: land. At present the 

amount of irrigated land hardly exceeds 8,00,000 acres u. In this regard 

Government can give a serious thought to the suggestions made by 

mobilisation of private savings. This can be achieved just by orgamsing the 

contribution of local resources to public sector projects namely irrigation, 

flood control, social services, etc .. As such Government by providing tax - 

holiday accompanied. by other types of co-operation can induce the affluent · 

farmers to adopt permanent improvement for their lands such as installation 

of tube-wells and setting of power pumps etc. A comparative study made by 

Irrigation and Agricultural Consultants Association (IACA) and IBRD in· 

West Pakistan 9 speaks much in favour of profitability of private tubewells 

over public tubewells. Low cost of installation, high rate of return, more 

intensive and cautious use of water, less problem regarding size _of land 

holding and high rate of installation 1°. etc. all speak in favour of private 

tube-wells rather than public tubeweUs. This sort of policy will, on the 

one hand increase the rate of installation Of private tubewells and setting 

of power pumps by affluent farmers and on 'the other will prevent the 

afflunt farmers from buying the land of poor and uneconomic land owners. 

To make the scheme a success Government should, of course, extend 

necessary co-operation in the form of making these things 'available to· 
the buyers. This is bow the Government can create environments for 

the private savers to channelise their excess income towards most productive 

investment. 

1~1 internai Resource Mobilisation 
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12 In E. A. G. Rohinson and keith B. griffin ( eds. ~' ·Ee0nomic 

Devel-Opmeot of Baagladesh, Proceedings of the Conperence International 

E.oonomie Association held iµ Dacca, Jannuary 1973. 

Professor Rene Dumont. Ia his estimation, Bangladesh has got tanks 

and ponds of 6,33,000 aeres, of which 74 % i.e. 47,4750 acres are derelicts 

and of. no use. Tae area of presently irrigated 8 lakh acres of land can 

just be trebled by fully utilising these derelict tanks within next five or 

six ye.a.~s. This tank excavation scheme will not only provide additional 

work. ·to 4 million landless disguisedly unemployed people but will also 

help cultivate a huge amount of fish of about 16,00 tons, winter vegeta- 

bles and crops of a tremendous volume, That this tank excavation scheme 

is - more productive compared to investments in brick streets in the 

villages which proved a total failure of "Community Development 

Scheme" in India is justified on the basis of a study made by S. A. 

Rahim ~n~ Shamsul Islam on "Institutional Farmework for Agricultural 

Development in Bangladesh." 12 In order to mobilize private savings 

by organising the contribution of local private resources to public 

sector projects, members of the local institution namely, Union .Council 

c..a.i;i be employed. as a great catalytic agent for acclerating the rate of 

development, materialising Government's desired policy ;µid maintaining 

PI<:WCI links . with ;the relevant authority. 
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One of the stated "basic objectives" of the First Five-Year Plan 

is, "To transform the institutional and technological base of agriculture 

with a view to attaining self-sufficiency in foodgrains, widening employ- 

ment opportunities in agriculture and stemming the flow of labour force 

to the cities." ( The Plan, page 10 ). 

Another, more long term objective of the Plan is, =To reduce 

rural poverty and promote equality of income distribution." ( P. 87) The 

planners are perfectly well aware that this may conflict with the plans 

for raising output through the seed-fertilizer revolution. ( Tile .. Pfan 

document is indeed distinguished by its awareness of basic problems, 

- though its attempts to grapple with those problems are usually anti. 

climatic). The measures they suggest to resolve this conflict include the 

following : 

''2. Special attention will be paid to developing rural institutions 

at a rapid rate. The small farmers, tenants, share croppers and landless 

agricultural workers will be drawn into all credit arid co-operative orga- 

nizations ·by providing incentives and carrying out intensive promotional 

work. They will be given special representation in the management of 

such bodies. The depressed class of people will be allowed to save and 

repay loans in kind and by contributing labour -· ...••• " 

"3. A Rural Works Program will undertake a large number of labour 

intensive projects all arround the country. It is expected that this 

program will generate a substantial volume of employment during the 

plan period. This program will equally benefit the large and small land- 

owners by ensuring better drainage, irrigation and transportation facil!t\$S/' 

(page 89, emphases added. ) - 

by 

ABU ABDULLAH 

Bangladesh Institute of Development Studies 

lnstltution-Bullding in Agrtcutture-lmplicit 

Social Theory in l he first 

Five Year Plan 



1 Aktar Hammed Khan, The Camilla Project : A Personal Account : 

'Paper presented at the ·Workshop on Rural Development- at Addis 

Ababa, 1973. 

---------· 

Some questions naturally arise. Under Ayub Khan we saw a rapid 

development of rural institutions as well as a fairly successful Rural 

Works Program. It is clear by this time that neither had any great 

equa1izing effect. About the Works Program, Akhtar Hameed Khan's 

recent assessment is worth quoting in this connection. " ... ·- it was by no 

means a panacea for the misery of the landless. Nor was it, as I have 

recently heard, an attempt at redistribution of income _ it could neither 

furnish 'full employment nor lessen the disparity between owners of land 

and hired hands. Jn fact, better drainage, link roads and irrigation subs- 

tantially enhanced the value of ]and and its rent. The unearned increment 

· of the landowners was a hundred times more than the W~$eS earned by 

the labourers. Even an elementary student of economics should know 

. that it wou'd be so long as ownership is not transformed .. I did not 

_ tout the Works Program as instant socialism" 1• 

What tangible reasons do we have to believe that things will now 

go better with simply more of the sarne? The answer is likely to be 

- that it will not be 'simply more of the same. The approach to institution- 

- building will be different and so 'will the priorities of the Works Program. 

In any case, have not our planners recommended a "transformation of 

ownership" through =radical land reform" ? 

· Indeed, the ·plan does contain an incisive analysis of the reasons 

for the failure of earlier attempts at institution-building and by implication 

suggestions on how to overcome these deficiencies. However, I shall try 

to show that after the analysis, the recommendations smack of a 

prescription of aspirin for a patient of leukaemia. 

Says the plan, "In our analysis the major mistakes of institutional 

policy pursued in thepast were as fo1lows : 

(i) The rural institutions were imposed from the top and treated as 

an extension of government bureaucracy rather than · peoples 

organization. 

It is recognized further down the page that these and other 

measures suggested are "necessary but not sufficient to significantly increase 

rural equality and lead Bangladesh towards the cherished goal of a 

socialist economic order. · Radical land reform measures will have to be 

implemented _ :. . . .. . tt 
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(ii) The local institutions failed to provide a forum for collective 

decision making and action. People's participation and control 

at the local level were missing. This happened because the 

supremacy of "workers" ( cultivators, fishermen, weavers, etc. ) 

rather than ''owners'' was not recognized. · 

(iii) The main purpose of the rural institutions was · seen as distri- 

buting and utilizing resources injected from outside, rather than 

mobilizing internal resources. lfhe principles of self-management 

and self-reliance were forgotten." ( P. 155 ). 

Still more to the point : ••It is well known that serious class 

differences exist in the rural society of Bangladesh. The rural power 

structure is authoritarian dominated by the vested interest groups. If 

these groups continue to dominate and make decisions regarding choice 

of new technology and institutions, the interests of the lower stratum 

and the majority of rural society will not be safeguarded, class differences 

may be magnified and bitter class struggle will become inevitable." 

( P. 155 ). 

As a description of the real problems that beset any attempts 

at creating truly people-based institutions, this could hardly be bettered. 

The only thing that remains unsaid is the crux of the matter: that this 

«vested interest groups" are also the political brokers between village 

society and national policy and that a government that depends on them to 

· mobilize opinion and votes cannot possibly antagonize them. 'fhe only 

way to break their hold on rural society would be precisely to intensify 

the class struggle, to mobilize directly the poor and landless peasantry 

against the jotedar and the money-lender. This follows logically and directly 

· from the analysis provided by our planners and for this they are certainly 
to be congratulated. 

This is not, of course, to say that the planners draw this 

conclusion. Far from it, having opened their eyes wide and caught a 

glimpse of reality, they hurriedly shut them tight again and proceed to 

preach a sanctimonious · doctrine of class harmony that would have 

,\ gladdened the heart of Gandhi. Their panacea for all ill is the co-operative 

system as developed at Comilla and now due to be multiplied all over the 

country under the IRDP. Though the plan recognizes that in the past 

the co-operatives tended to become tools in the hands of the rural power 

elite, but it thinks it knows the way out. The way out according to the plan 
is worth quoting at some length, ' 
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The social 'theory implicit in the strategy seems to be that rural 

development is being held up by the. semi-feudal elements in the rural 

structure and that the need of moment is a broad alignment of all anti- 

feudal elements. It is being assumed that at this incipient conflict of interest 

between rich and landless peasants ( categories C and A ) is secondary 

importance and can be ignored. The real enemies of the people are the 

''money-lenders, rentiers or contractors of hired labour." Capitalism has 

·not developed sufficiently to make the capitalistic mode of exploitation 

very important and the· cooperatives can be used to ensure that it does 

not develop. 

This analysis seem to have points of similarity with Mao'o analysis 

of Chinese rural society, and with bis exhortations to "base firmly on 

the poor peasant and unite with the middle peasant." The difference is 

crucial,, however. "'.hat is really 'being recommended here is that the urban 

power elite should base itself firmly on the middly peasant and with the 

poor peasant. 

How well does this analysis tally with the reality of .Bangladesh 

rural society ? Is. it really possible to distinguish a class of rentiers and 

money-lenders distinct from category C ? More important, even if it is 

possible, will" the cooperatives really be an effective weapon in fighting 

them 7 Will the cooperative movement satisfactorily substitute for th~ 

'•The village level co-operative will have a broader base by bringing 

together three categories of people pursuing identical objectives into a 

single organization. The three categories are as below: 

(I) Category A: those who practically have no means of pro- 

duction, who depend entirely on their own labour and work 

is hired hands; 

(II) Category B : those who have small means of production; who 

depend on their own labour, occasionally employ hired workers 

when the need arises; and 

(ID) Category C : those who have appreciable means of produc- - 

tion, who work themselves but also employ hired labourers, 

but do not work as hired labourers themselves. They tend 

to work more as managers of their enterprises rather than 

as manual workers. · 

......... Money-lenders, rentiers or contractors of hired labour 

will not be eligible for membership in the cooperative." (P.157). 
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class struggle which has traditionally been the only effective method of 

of dislodging an entrenched class and which our planners seem so anxious 

to avert? 

I know of no hard empirical work that would permit one to answer 

the first question. Even if the Planning Commission position is right, 

this may dictate a temporary alliance between the poor and middle far- 

mer, but this can by no means be accepted as a final solution to the 

agrarian problem. But perhaps that is all the planners are suggesting. 

Certainly their talk of radical land reform, in whose implementation "the 

local organizations of the people benefited" should actively participate 

seems to point in such a direction. The question of course remains 

whether this can be done, whether the "three-class alliance" can be given 

responsibility for implementing land reforms, without overriding the "short- 

run objective of avoiding dislocation." ( p. 191 ). And without, it may be 

added, sowing the seeds of disintegration of the three-class alliance once 

the immediate objective has been achieved. 

Questions may also be raised as to whether the troika will run 

at all, whether it may not repeatedly trip over its wheels. Will a normal 

democratic structure really ensure that categories. A and B will have 

power in proportion to their number ? Is there really any guarantee that 

they will not again become pawns in the factional squabbles among mem- 

hers of category C as they scramble for political patronage and local 

power ? The only way to ensure this, paradoxically enough, is that 

categories A and B should be perfectly aware that their interests are 

opposed to and not identical with, those of category C. There must be 

"class struggle" within the co-operative if it is not· to become another 

. tool of domination. 
Another line of thought will, I think, lead us to the same conclusion. 

This line of thought originates with the functions to be discharged by 

the primary co-operatives. 
It does not appear that the planners have in mind any fundamental 

departures from the established set of functions discharged by the primary 

co-operatives. 

The only innovations contemplated are : (1) tying up the co-opera- 

tive to the local government institutions ( though it is not made cleat 

exactly how this would work. in terms of organizational structure ), 

and (2) helping the landless to find non-agricultural ( though agro-based) 

employment within the r~ral sector (P. 157 )• . Both are .. good ideas. ·On 

\ 

\ 
'o 

18-7 institution Building 



a Abu Abdullah., Land Reform and Agrarian Change in Bangladesh ; 

paper presented at the PAO Expert Consultation on Land Reform; 

Bangkok, December 11-13,, 1973. (mimeo) ; Appendix Table 9. 

the second point however there seems to be an anomaly. If the landless 

are to belong to the co-operatives, how can they collectively own imple- 

ments to the exclusion of other landowning members of the co-operative? 

It appears that the relevant government agencies will have to deal directly 

with the landless es a distinct organised group, bypassing the co-operative 

leadership. 

The main point I want to make, however, is that there are no plans 

to move in the direction of collectivizing land-use ( if not landownership ) 

within the co-operatives. The only hint that the planners ever had a 

thought in this direction is in the context of distribution of government 

land. It is suggested that the programme of distribution of land to land 

less cultivators be implemented by organizing the beneficiaries into 

co-operatives. In this way advanced form of co-operatives should be 

promoted. (p. 159). By -advaced form of co-operative" is probably meant 

a cooperatives where ell the land· available is owned and cultivated 

collectively. This is certainly a very welcome recommendation. But how 

far will it go ? Acording to the most recent information available, in 

March 1973 total khas land available for settlement was 728, 468.35 

acres, of which 72,813.26 acres were non-agricultural land, and another 

192~ 774,88 acres were classified as uncultivable waste.2 Even if we 

assume that the last category is too pessimistic, this would mean a total 

of 655,655.09 acres of agricultural land which. could be formed into 

advanced co-operatives. This of course is far too optimistic an assessment, 

since a great deal of this land would be scattered in small bits and pieces 

and not in the kind of compact blocks that would be needed for setting 

up advanced co-operatives. The problem of evicting tresspassers is also 

likely to prove formidable. Even ignoring all this, it still comes only 

to around 3 percent of. the total agricultural land of 20 million acres 

or so. Nor can we depend on diffusion effects to operate in spreading 

this advanced form of cooperation to already settled areas without some 

pretty drastic shake up of the existing rural power structure-which again 

is likely to involve quite a bit of ''dislocation" at both local and national 
level. · - 

Our planners, however, do not feel that collective land use is very 

important, They come out, in fact, fairly firmly on the side of the small 
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family farm, although with some hesitant probes towards other possibilities. 

They cite the usual arguments about farm size and productivity, and 

conclude. ''Therefore, land reform measures should be directed towards 

a lower ceiling on land holdings, small but viable units, and at first on 

a pilot scale cooperative management of small farms. The present ceiling 

on land holdings, TIP groups, and the service and credit co-operatives are 

initial steps in this direction. But more is needed." ( P. 191 ) -. 

I could not agree more that a lower - a much lower - ceiling on 

land holding is needed. But not so that new private rights in land can 

be created. The planners' recommendation about the disposal of the 

land that would be acquired by a really drastic ceiling. legislation 

should - have been consonant with their recommendation about tyind tip 

land distribution with the formation of "advanced co-operatives." For 

I shall argue that the formation of fairly large ( by Bangladesh 
\ 

standards ) argo-industrial collectives with collective desision-making and 

operation is essential to economic and social development in rural Bangldesh. 

If I am right about this, then certain political consequences follow. 

Such a drastic land reform, with or without the consequent collectivization, 

will be violently opposed by the planners' category C people. ( The 

collectivization part may also be opposed by category B, but probably 

not very strongly, particularly if the choice of pace is wisely made). 

Therefore any success in this direction will have to depend on successfully 

undermining their hold on rural society, a hold that is due not only 

to. their economic pre-eminence but also to habits of Dependence 

and deference towards them which has been ingrained in the poor and 

landless peasants for generations. Again we see the need for bypassing 

the existing rural poltical brokers and going directly to the rural poor 

for support. 

I must then try to establish the economic and social necessity for 

relatively large and "advanced" co-operative units-vadvanced" in the 

specific sense that decisions on what to grow where and when are 

taken collectively, and the whole cooperative area, which must be 

contiguous, is operated as one farm-firm. I shall run down a list of 

resons why I think this is so, with the irreducible minimum of 

elaboration. 

I. A larger decision-making unit will make more rational land-use 

possible. . Given a 100-acre plot, with soil characteristics (chemical 

composition, elevation, proximity 10 natural ·irrigation etc. ) :varying 

l89 
. . 
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from point to point, the agronomist and the agricultural economist 

can recommend which parts should be devoted to which crops in 

what kind of sequence. This need not-in general will not-correspond 

with the actual land use when each member decides his own Jand use 

pattern. Theoretically the same results could be obtained if the 

cooperative offered instructions and a set of guaranteed prices perhaps. in 

terms of rice. ( A variant of guaranteed prices, in the form of insurance 

against losses, would in any case, have to be provided. ) But this would 

mean that instead of being active participants in the decision process, 

th~ majority of members would become technocratically controlled isolated 

indiV:~uals. 

Also, the fragmentation of holdings would be eliminated. Even 

if private ownership is· retained, at least in the beginning, and total value 

of output is divided among members on the basis of some composite 

index. of land and labour supplied, for operational purposes consolidation 

of holdings would become a fact. Indeed, any other approach to the 

problam of fragmentation is bound to founder. 

2. Farm implements and farm cattle could be more fully utillized 

through pooling and proper work scheduling. In particular, by enabling 

fewer work-cattle to do the same work, thus would permit a higher 

intensity of cultivation by reducing fodder .or grazing needs. 

3. Works Programmes must be dovetailed in to the seasonal fluctua- 

tion in labour requirement for agricultural activities. This devetailing 

could in principle be carried out by allowing individual farmers to 

make individual plans which they submit to a committee, who then 

derive· labour availability by aggregating these individual plans and use 

ibis as a datum for phasing works programmes. Again, at an abstract 

theoretical level, overall optimality could be ensured by setting guaran- 

teed product prices 'so as to elicit the needed pattern of labour availabi- 

lity. Apart. from the fact that these things work better as numbered 

equation than in real life, there is again the objection that it will create 

a division between technocratic price-setters and atomized price-takers, 

instead of active participation and learning through errors by all. 

The identification and elimination of surplus labour would be 

easier within a collective decision - making structure, Family members 

who got their board and lodging any way will not work. on community 

projects without payment, unless they can clearly see that they are 

working for themselves, both the sense· that they have a say in-what 

. . . . 
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3See discussion by Dandekar in Paths to Econamic Growth, edited 

l>y Amlan Datta; Allied Publishers Private ue., New Delhi, 1 ~73 ; pp. 44-50 

7. Economy of organizational structure. Instead of having para- 

llel and frequently deadlocked organizational structures looking after 

different aspects of rural development, the collective could be delegated 

to look after them all-including tax.colletion, local. government, education, 

civil defence etc. 

Increasing labour requirement is usually unquestionable accepted 

as a goal. It is not. I feel, sufficiently appreciated that leisure is a value. 

The long-run goal of any society must be precisely to reduce the amount 

of socially necessary labour-time in producing the necessities of life. This 

contradiction arise because in a free-enterprize system, reducing labour 

requirement means reducing the number of human beings employed, i.e., 

the increase in available leisure is distributed unequally, with enforced 

_and_ unpaid leisure falling to the lot of one group. A collective farming 

unit can ease the process of transition by ensuring that mechanization 

proceeds without creating unemployed for whom no non-agricultural 

employment has been made available. 

6. Related to the questions of labour utilization is the fact that 

within a collective framework, mechanization could be introduced which 

would alleviate drudgery without creating unemployment Put differently, 

the collective could decide to have more leisure equally distributed 

among members. This involves a methodological point on · which I 

would like to dwell for a moment. 

5. A collective farming structure-which must also come to 

imply a collective way of life - could provide a personalized old-age 

insurance, thus eliminating one of the psychological pressures towards 

large families. 

should be done and in the sense that indirectly they will also be 

beneficiaries. One could thus minimize the need for PL-480 wheat or 

inflation to finance a works programmes. 

4. A related fact is that for most worthwhile investment pro- 

jects, the planning area is far larger than a farm household' command 

area, or even a village by itself sometimes 3• 
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Let me conclude on a note of sympathy for our planners. They 

really had two roads to redundancy between which to choose. They could 

either try to tender only such advice as it would be possible for the 

Government to accept" and implement, or they could proffer ideal advice, 

knowing that it would remain on paper. ( Steve Marglin refers some- 

where to the second option as "offering recipes for baked ham to a 

rabbi's wife.") Our planners seem to have tried a compromise solution, 

but I am afraid that a convex combination of two futilities will lie in. 

the subspace generated by them, 

As long as private landownership and inequality remain, only 

constant, well-intentioned and efficient government intervention can ensure 

that the poor and landless are in fact given an effective voice in the 

Mauagement of the cooperatives. But this will imply that the cooperatives 

are in fact maintained from the top and will be inimical to the growth 

of self-reliance and' initiative at the local lev~l. The planners make 

much of the role of a dedicated cadre. which would be relevant in this 

context. But to be truly reliable and dedicated, the cadre must be 

drawn from certain classes and not others. A dedicated cadre does not 

grow by itself, nor can socialism, be achieved by saying ''let "there be 

socialism." 

I have suggested above that private ownership. of land could be 

retained though in a somewhat restricted sense in that one no 

longer has complete freedom to determine land-use on one's own plot. 

However, I feel that this will do only as a short-term expedient. If, for 

example, one household owned fifty percent of the land of a collective, 

it would have more power than other households, since it could threaten 

to break up the collective by withdrawing. Also, it would be quite 

commonly the case that when, say, five hundred families join to form a 

collective, fifty out of those five hundred own not only the land they have 

contributed but also a good part of the land contributed by other house- 

holds. This also will confer power on the =fifty families." Effective decision 

making power within the collective is _then likely to devolve on these 

families. This will cause either apathy or anger on the part of the others, 

and I for one would rather see anger. 
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The objectives of the plan have been set forth as foUQWS ; 

a) To reduce poverty ; 

OBJECTIVES 

The First Five Year Plan was made public on November 27th, 1973 

.by the Planning Commission. The plan envisages a total outlay of Taka 

4455 crores. It aims at eliminating poverty, breaking vicious circle that 

engulfs the economy and to achieve self reliance, self-sustained growth. 

Originally launched in July, 1973 the plan period is spread over from 1973-74 

to 1977-78. The Five Year Plan will be phased over the five succeeding 

annual development plans that will be incorporated in the annual budget 

over the fiscal years. W ft are almost passing out the financial year 1973- 74 

with gloomy results. Already during this budget period we have incurred 

debt liability of 861.6 crore taka in foreign aid (till 30th June 1973 ). 

But it seems that the massive aid has been exhausted on current 

consumption and could not vitalise the war torn economy. This impresses 

upon the point that the country, ridden with acute food crisis, 

miserable infrastructure, sky rocketting price Jevel, low level of living 

standard etc. cannot stand on its own feel unless the resources we have, 

are mobilised to fulfil the plan targets. That is why the assessment 

of domestic resources and their proper harnessing is very important. 

The present paper will explore our resource availabilities and the 

problems of resource mobilisation. Before that let us have a look at the 

objectives and strategy of the plan and the structure thereof. 

by 
MASOOD AHMED MASOOD 

University of Dacca 

The Problem of Resource Mobilisation 

To Implement First Five Year Plan 
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It is expected that the planners took account of the resource 

constraints before formulating the size of the plan. The population in the 

country is increasing at the compound rate of 3 per cent a year. So 

investment is necessary merely to keep the economy from sliding back- 

ward. The plan provides for financial investment to the tune of Tk. 4455 

crores in the plan period, moreover, an investment of about Tk. 585 crores 

is envisaged in the non-monetised sector. But is the plan size commnesurate 

with the available resources in the country bled white by long history of 

colonial rule ? Consequently it is a state of sordid picture-low income, low 

saving, low investment coupled with a rising population. The economy is 

still basically subsistant. Agriculture is still the main sector to generate 

the surplus to be invested. But the long period of exploitation practised 

in the past in the form. of . regimented savings has left the agriculture 

sector nearly at exhaustation level. 

SIZE OF THE PLAN 

b) To continue and complete the work of reconstruction ; 

c) To increase the rate of growth of G. D. P. to at least 5.5 per 

cent per annum and the target of increase in full time jobs is 41 lakhs, just 

in excess of the projected increase in Jabour force ; 

d) To expand the output of essential consumption items with a view 

to provide the minimum consumption requirements of the masses ; 

e) To arrest the rising price level ; 

f) To increaes per capita income at the modest rate 2.5 per cent 

per annum; 

g) To change the institutional framework of the economy of Bang- 

ladesh at a pace consistent with changes in social and political attitude, 

motivation, organisation and mobilisation of effort ; 

h) To reduce dependence on foreign aid over time through mobilisa- 

tion of domestic resources ; 

i) To transform institutional and technological base of agriculture 

with a view to attaining self-sufficiency in foodgrains, widening employ- 

ment opportunities in agriculture and stemming the flow of Jabour force 

to cities ; 

j) To accelerate the rate of development, diffusion of income and 

employment opportunities. 

First Plan, pp.-9-10) 

Spelled out, this would mean a fundamental transformation of the economy. 
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1M. Alamgir, "Resources for Development", in E. A.G. Robinson and 

keith Griffin (eds.), Economic Development of Bangladesh, Mcmillan, 1974, 

P. S. 

~Ibid., P. 12. 

Resources of Bangladesh are quite sizable if not abundant. From a 

pure academic point of view, we can divide the resources into physical 

and financial and again the physical aspect covers unemployed productive 

capacity, operating human skill, natural resources etc. Financial resources 

-financial asset acquisition by various sectors of the economy' and foreign 

sector. Foreign sector is composed of export earnings plus net inflow of 

foreign capital (both project aid and commodity aid). The unutilised 

human resource can be utilised to transform financial resources into 

productive investment to generate economic development and finally 

resources. can be divided into domestic and foreign. Domestic resources 

would refer to 'saving potential' of the country. An indirect estimate of 

domestic saving in Bangladesh during 1959-60 was 928 million Tk., during 

1964-65 and 1189 million Tk.1 during 1969-70 was 2266 million Tk. 

Direct estimate of savings in Bangladesh reveal that in 1969-70, savings in 

non-corporate private sector was Tk. 2044.6 miilion in the corporate sector 

Tk. 284.6 million and in the Government sector Tk, 666.3 million. 2 The 

above figures show an increasing trend in savings by the people. Due to easy 

CURSORY GLANCE AT DOMESTIC RESOURCES 

Moreover, loans on easy terms are not abundant. Given all these, 

one can plausibly bother as to how the development outlay will be 

met. Of the total Tk. 4455 crores Tk. 3952 crores will be spent in the public 

Tk. 503 crores in the private sector. Of this Tk. 3952 crores in the public 

sector and sector. Tk. 3298 crores have been earmarked for investment and 

Tk. 654 crores for non-investment, of Tk. 503 crores in the private sector, 

Tk. 471 crores for i nvestrn ent outlay and Tk. 32 crores for non-investment 

outlay. Domestic resources have been calculated to be Tk. 2698 crores in 

monetized sector and Tk. 585 crores in subsistence sector. Out of Tk. 

2698 crores, Tk. 161 S creres are expected to be emanated from public 

saving and Tk. 1080 crores from private saving and Joans from the 

banking system. External capital inflow has been calculated to be Tk. 

1799 crores. ( First plan, p-13. ) 
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Indeed the foreign exchange earnings and net inflow of foreign 

capital form a major part of country's resources, exports of raw jute 

and jute products are likely to be mainstay of export earnings. To 

join the series are tea, leather, leather products hides, and skin, 

FOREIGN EXCHANGE EARNING AND FOREIGN CAPITAL 

INFLOW DURING PLAN PERIOD 

Planning Commission hopes to finance 56 per cent of develop- 

ment outlay by revenue surplus likely to be derived from 'existing taxes, 

additional taxes and capital receipts'. The Commission calculates the amount 

at 2698 crores taka (Government revenue surplus with 1972-73 taxes and 

tax rates 537 crores Tk., New taxes and tax rates 625 crores Tk., Government 

domestic capital receipts 350 crores Tk., Private saving 720 crores Tk., Long 

term borrowing from the Banking system 360 crore Tk., and other 

measures 106 crores Tk). Revenue surplus from existing taxes is expected 

to generate about 43 per cent of total domestic resources. Customs Duty 

would give 7'J7 crore Tk., Excise 626 crores Tk., Sale Tax 243 crore 

Tk., Income Jax 70 crore Tk., Land Rvenue 23 crore Tk., other Receipts 

237 crore Tk., Gross Receipts from nationalised sector 384 crore Tk. 

Revenue surplus will run to the amount 537 crores Tk (First plan, Page 38). 

Revenue from taxes would increase each year of the plan. Custom 

revenue is assumed to grow at 8 per cent ; Excise duty 15 per cent, Sales 

Tax 12.5 per cent, Income and Corporation Taxes 8. 4 per cent, Receipts 

from stamps and registration 1.5 per cent per year. Land revenue is 

assumed to remain the same till 1977-78. 

DOMESTIC RESOURCES OVER THB PLAN PERIO.r.> 

money in the market especially after the liberation, saving potential of the 

country has increased. Total foreign exchange resources of Bangladesh in 

1969-70 was 3034.9 million taka at current prices. Here also the economy 

registers an upward trend. Only raw jute cuttings contributed 76 l million 

taka in 1969-70. During 1973-74 financial year, earnings from jute (raw jute 

and jute manufactureres) have been calculated to be 280 crores taka. 

Other sources of export are tea, hides and skin, leather, betelnuts etc. 
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The economy has not yet been able to cover up the losses and 

temporary set-backs inflicted by the war of liberation. The annual deve- 

lopment plan 1973-74 has been described as a recovery plan essentially 

meaning 1969-70 level of production. But actual .output level in various 

sector of the economy has remained 10 to 30 per cent lower in 1972-73 

-than the production level of 1969~7\.!. Production in industrial sector has 

gone down by about 20%. This is solely due to shortage of raw mate- 

rials, machines, parts, equipments and lastly industrial unrest Production 

in agricultural sector has also gone down by about 17%. The deficit 

in foodgrains is about 2.5 million tons per year. During the annual 

plan period 1973-74, export earning have been calculated to be at 340 
crore taka, total import bill ( including foodgrains ) stands at 710 crore 
taka, implying a deficit of 370 crore taka which has been planned to be 
financed through external assistance. 

PROJECTION OF THE ECONOMY AFTER LIBERATION 

fish etc. Foreign exchange earning during the plan period will be near 

about 2129 crores Tk. First plan, p. 58). Already, export targets in 

1973-74 financial year show signs of to be unfulfilled. Moreover, the main 

export item jute is going to face serious defacle as regards its domestic 

production and exodus to foreign markets. Farmers incur loss in culti- 

vation of jute due to poor remuneration ; subsistance constraint in agri- 

culture is likely to aggravate the situation. Although the planners have 

hinted increasing trend in foreign exports, things may turn out otherwise 

with consequent effects on development programme. This implies the 

necessity of a careful study of agricultural problems, mobilisation of 

rural unemployed labour force and a comprehensive foreign trade 

mechanism. 

Required net capital inflow during the plan period has been 

calculated to be at 1799 crores tk. So we see total foreign resources 

{export earnings-j-capital inflow) stand out at 2129 tl799=3928 crore 

taka which is greater than what is expected in domestic sector. We 

are to more and more reduce our dependence on foreign aid and this 

can be achieved only through promoting foreign exports boosting internal 

saving etc. No self respecting nation can go long with external aid. 

Moreover, the country bas already pledged ditself to building up a socia- 

listic economy. So too much reliance on countries having no sympathy 

with the ideology of the country should be shunned, This again implies 

a breakthrough on national scale. 
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Our economy is a dual one. Agricultural sector played and 

countiunes to play a dominant role. Their has been unbalanced growth 

between agriculture and industry in the past. Agriculture is still marked 

by primitive method of cultivation and it still contributes to GNP the 

Any recasting on a country's over-all economic dynamism must 

include a look at the structural changes of it. For the last 25 years, its 

economy has had undergone changes in respect of growth, planning, 

positiom of labour force, employment and productivity. The structure of 

the economy can be ref erred to in matters of (i) sectoral output con. 

tributing to GNP and (ii) question of employment that implies sectoral 

distribution of total labour force and (iii) finally measure of productivity. 

STRUCTURE OF THE ECONOMY 

. 
The inflationary way of development must be shunned and hence 

to cross the limit of present set up. 

After liberation, the Government faced gave crisis io. matter of 

finance and had to resort to deficit financing. In 1971 (17th Decemberj 

money circulation stood at 388 crore taka. But the amount swung up 

to 697 crore taka in June 1973 (First Plan, p.46). Money supply is likely 

to reach 1122 crore taka over the plan period. We know, in a free 

market, the price of a commodity is determined by the volume of supply 

and demand thereof. That is to say the price of a commodity is 

determined by the interaction of supply and demand. Demand has 

increased but' there is acute shortage of essentials in the market as a 

follow-up of anarchy in production. The effect of excessive supply of 

money has not been neutralised by a corresponding rise in production. 

Moreover, there is malpractice in the distribution channel ; hoarding, 

profiteering ands muggling only aggravate the inflationary disequilibrium. 

Bangladesh is now passing through acute inflation the extent of which 

is hitherto unknown in its history. Planning Commission hopes to establish 

price level in 1977-78 at 1969-70 level. The task will prove enormously 

difficult. Production must be increase and malpractices abolished. U 
would be necessary to progressively tax away the excess purchasing 

capacity of the people . 

DEFICIT FINANCING 
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The population as it is, a burden for us. It is seen that 3% 

of our growth in income is consumed by population increase with a 

capital output ratio 4: I. As such the economy must invest 12 % of 

The economic 'growth of a country depends upon the availability 

of the necessary material and human resources as well as the social system 

that makes the use of these resources possible. The key to progress lies 

in effective utilisation of both. Of these two, the human resources are 

not less important. Jt is the hands of a man tbat makes or unmakes. It 

is painful if the hand (fl are not provided work. At present we need work 

and hands are there. The economy is in crisis characterised by chronic un- 

employment mainly in the agricultural sector. The varieities of them are 

frictional, seasonal, disguised. Unemployment is truly underemployment 

in agriculture. Historically, the investible surpluses generated by the 

peasants were either squandered or unproductively used by the local 

rulers and chieftains. There is also lack of enough capital equipment 

to employ existing labour force. In spite of acute paucity of capital, 

Bangladesh industries are highly capital intensive. This happened because 

of factor price distortion. 

MOBILISATION OF LABOUR 

majority portion. Apart from agriculture and industry, there are other 

sectors such as construction, transport, power, services each having their 

share of GNP. In 1960-61, agriculture contributed 62.6% and industry 

only 6.4% to GNP. In 1969-70, industry contributed only 6% while 

agriculture contributed 55 % to GNP. Among other sectors, 

service has contributed 23% in 1960-61, 25% in 1969,-70 to GNP. 

Construction, power and transportation taken together contributed 7.5% 

in 1960-61 and 12.8% in 1969-70 to GNP. So we see, that only 

industrial sector has failed to register any increase in its contribution 

to GNP. But why? The Pakistani rulers did not feel the urge to shape 

the economy along industrial channel and the economy has remained 

almost subsistent with consequent effects. Domestic and foreign resources 

were not scientifically harnessed, so the stagnancy inherited from the 

past. We are to change it. Unless we can achieve a breakthrough in 

heavy industrialisation and modernise agriculture, things would not change 

as we set forth. A formidable industrial sector must be developed to 

absorb heavy influx of unemployed and underemployed Jabour released 

by agricult ure, 
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Planning Commission has emphasized the formation of a Jabour 

mobilisation committe. The Commission has proposed to incorporate in 

national projects the programme for harnessing labour force. But mucb 

depends on the development of political motivation, the transformation 

of social attitudes and the emergence of local institutions. 

It will be ·72 croses in 1977-78. So we are left out with a certain store 

of unemployed labour force. The ernploment objective of the plan is 

to reduce agricultural unemployment from 37 ~lo to 32 % by the end of 

the plan period. Present land holding pattern is required to be changed 

and landless peasants must be given land to till. Small farms are to 

be encouraged. 

national income only to persist in present level of living standard. 

But is it being possible ? No. To be more specific, an annual 

growth rate of 3 % in population signifies a yearly increase of 2.22 

million. If the incremental population is to be provided only the 

minimum level of living, annual investment requirement will be 2494 

million taka. It is equal to 2% of GNP. Therefore, this ordinary 

investment effort will be eaten up by growing population. Hence the 

importance of population planning. Population must be turned into a 

blessing by creating adequte opportunities in various sectors. Planning 

Commission bas calculated that total labour force in 1972-73 stands at 

2 5 crores of which agricultural labour is 1 .2 crore and agricultural 

employment 1.2 crore. What about the rest? Unemployment in agriculture 

stands out of ·73 crores. 
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1 Khan, Masihur R, "Bangladesh Popolation During the First Five Yeal! 
Pl~n" in Bangladesh Economic Review, Vol. 1, No. 2, 1973. 
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Growth in foodgrain production in Bangladesh had been very slow 

in the past. At times this sector even remained virtually stagnant. In 

the decade of the fifties, production of rice which demand most of the 

cultivated area rose by only 15.5% implying a compound rate of growth 

of only 1.4% per annum. During the next decade, rice production ga. 

thered some momentum and grew at around 2.2 % per annum. The 

latter half of the sixties was most vibrant with growth as the per annum 

rate during 1965/66 to 1969/70 rose to around 2.6%~ All these years, 

population had been growing and even during the best years of produc- 

tion, the rate of growth in production fell short of the yearly rate of 

population growth which was 1.93% during the fifties and 2.93% during 

the sixtis-. The result had been a widening gap between the demand 

for foodgrains and its domestic supply. The inevitable result was that 

by 1969 around 22% of the total commodity imports into Bangladesh 

consisted of grains like rice and wheat", Undoubtedly this was far from 

a happy state of affairs. The problem has multiplied in proportion in 

the very recent years because of the political turmoils in 1971 and a 

draught in 1972. Ii is only natural that rational and sensible planners 

will try to solve the problem of food deficit in as short a time as 

possible. The First Five Year Plan (hereafter Plan, for short) has accor- 

dingly devised what may be called a HYV programme proposing to 

bring the maximum possible area under the command of High Yielding 

Varieties of seeds of grains. An attempt will be made in this paper to 
some of the implications of this programme. 
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The agricultural strategy of the Plan has two specific goals. One 

is to attain self-sufficiency in foodgraius while the other is to create 

new employment opportunities in the rural areas. An effort will be 

made here to see how the HYV program along with other programmes 

like that of cooperatives fit into this scheme. 

Before discussing the HYV program it may not, however, be out 

of place to sayaword or two about the qualitative aspect of the first 

goal stated above. 

The first thing that comes to one's mind is that the Plan has 

stressed self-sufficiency in foodgrains and not in food. This has led the 

planners to, should I say, overemphasize the role of rice and encourage 

monoculture. Vegetables, an important item of food containing essen- 

tial nutritional elements, 'have been neglected if not omitted from the 

plan for agricultural production. This certainly does not conform to 

Plan's anxiety over nutrition standards and the likely effects of HYV 

rice on it. 

As this nation is yet unable to control the natural calamities 'like 

floods, cyclonic storms and draughts, the emphasis should be away from 

monoculture and on diversification. Encouragement for production of 

vegetables will help raise ·nutritional standards and also act as a hedge 

against risks and uncertainties. 

We now turn to the topic proper. 

HYV rice accounted for some 17% of the total production of 

the rice in.the benchmark year. This percentage is planned to increase 

to 60 by the terminal year, 1977-78. In terms of acreage the shin will 

be from 10% to 39% of the total under rice. The Plan, it is clear, 

hopes for a radical structural shift in rice production, 

HYV rice will be grownin both irrigated and rainfed areas. Mecha- 

nically irrigated area in the benchmark year was only 10.12 lakh acres 

i. e, only 4% of the total acreage under all rice crops and· almost 39% 

of that under HYV. By 1977- 78 total area under irrigation will increase 

to 61.50 lakh acres that is around 24% of the total area under rice. 

This will, however, be around 61% of the area under HYV. We find 

that the area under irrigation will increase at a compound rate of about 

43% per annum. This is. a high rate indeed if achieved will be a feather 

in the cap of the Bangladesh Planning Commission. Le! us examine the 

prospect in -more detail. 

22.50 lakh acres or around 54 % of the total land to be brought 

undes ittigation by 1917-78 will be commanded by low-lif~ pumps-, 
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3-Alam, Mahmoodul, Capacity Utilization of Low-lift Pump Irrigation 

in Bangladesh, Research Report No. 17, B. I. D. S., 1974, 
' See Alam, op. cit., for the definitions. 
s Dainik Bangla, February 19, 1974. 

BADC will provide 45,000 pumps for this purpose. Evidently each pump 

will irrigate, on an average, 50 acres of land. If past records are any 

indication, then this target is not likely to be achieved. 

A recent investigation s shows that after taking into account various 

factors like pumping efficiency, field efficiency and channel efficiency' a 

two-cusec pump which is the type used most frequently can irrigate about 

80 acres. There are regional variations, however, from 60 acres in 

Rajshahi to around 118 acres in Habiganj and Sunamganj in Sylhet. 

Capacity utilization, however, is very poor. The maximum in boro sea. 

son of 1971-72 was only 68 62% in Habiganj, The average area cropped 

was only 20 69 acres implying a capacity utilisation of only 25%. Con- 

sidering that the boro season in 1971-72 i, e., the period immediately 

after liberation was a difficult one, one may perhaps double· the capacity 

utilization rate in a more stable period i. e., capacity utilization becomes 

22% of the rated capacity of 80 acres. This comes to 41.38 acres per 

pump which is still 17 %. lower than the capacity assumed in the plan 

for irrigation. 

In the present situation when there is a world wide oil crisis, it 

is unlikely that capacity will be utilised at such rates. Already one news- 

paper 5 controlled by the State authorities bas reported that BADC has 

failed in producing high speed diesel in sufficient quantity. According 

to the report. it has procured only 12 thousand tons where the require. 

ment during the the present boro season is 50 thousand tons, If true, 

such situations will soell doom for the irrigation plan and affect HYV 

program adversely. The Plan accordingly should devise ways and means 

to combat such uncertainties. 

A review of the policy for agricultural credit may now be in order 

because most of tbe material inputs for HYV cultivation have to be bou- 

· ght in the market and credit is required to finance that purchase. 

The Plan estimates that peasants will require some Taka 255.20 

crores (excluding Tk. 2.00 crores for tea-gardens) as short-term credit 

by 1977-78. The estimate is based on the assumption that 30-40% of 

the cost of production needs to be financed from credit. In case of 

High Yielding Varieties the production is understandably higher. It is 
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It is often argued that the -bio-bydro-chemical' technology is divisible 

and neutral to scale. Of course seeds and fertilizer and to some extent 

water is divisible. However, it has to be kept in mind that seeds, fertilizer, 

pesticides, all have to be bought. At least fertilizer and pesticides will 

always have to be bought in the market. Credit will have to be 

provided for this purpose. It has been observed that owners of large 

land-holdings •tend to pay less than the social opportunity cost of capital, 

6 Asaduzzaman, M., Kaliganj Villages: An Economic Survey 1973, Table 
21. p. 35 ( Mimeo ). Septebmer 197 3. 

7 Unpublished Data from P.I.D.E. Survey, 1969-70. 

The Plan admits that consumption loan may not be avoided in 

the present situation. Indeed a recent survey 6 shows that more than 

half ( 56% ) of the total amount borrowed was for consumption. Surveys 

in other places 7 put the figures at 27% ( Phulpur ) and 42% (Thakur~ 

gaon ). Thus consumption needs may account for roughly between a 

quarter to a half of total creadit obtained. So the mere assumption by 

the Planning Commission that •it is impossible to insist that cash loans 

be associated with specific production purchases' is not enough. It 

should have provided for something like a distress fund at least for the 

first two or three years. Then, it could always insist that small farmers 

who, it is hoped, Il{ostly will get. this type of loan cultivate at least a 

part of their land with high-yielding varieties. The Plan, instead, has 

provided only for production credit with no categorically specified funds for 

· distress loans. 

Let us now examine the likely roles of the credit institutions in 

the HYV programme with specific reference to the provision of credit to 

small farmers. 

The plan also proposes a liberal loan policy. There arc however, 

some inadequacies to which attention should be drawn. 

-suggested that some 46% of this· credit will be provided by institutional 

sources by the terminal year. Thus these sources will play a mueh more 

prominent role in the future. A very important position for the eoope- 

ratives have been reserved in the program for distribution of institutional 

credit as more than three-quarters ( 75·7% ) will be obtained through 

the Sarnabaya Bank and IRDP. The role these institutions are likely 

to play wilt be discussed shortly. 
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The loans from institutional sources. were much less costly than the 

non-institutional ones. Even in Thakurgaon where loans from non-ins, 

titutional sources seem to be cheaper, fully 31 % of them bore interest at 

more. than 25% p. a. The maximum rates to be found . in "both places 

were more than 200% p. a. More than 30% of the noninstitutional loans 

8 
Griffin, Keith, The Green Revolution ; An &copomi~ Analysis, 

~973, P. 20, 

Note : All the institutional loans in Phulpur carried interest at rates less' 

than 10 % p. a. 

Source : Unpublished data from P. I. D. E. Agricultural Survey, 1969-70, 

B. I. D. S. Dacca. 

31 

THAKURGAON 
I. S. (%) N. I. S. (%) 

loO 69 25 

75 

100 Below 25 % 

Average 25 % 

% Rates PHULPUR ' 
I. S. (%: I N. I. S·(%) --~~~--------~--::.-- 

TABLE IB 

INTEREST RA TES 

Note : Average size of holding is around 4 acres in Phulpur and 5.5 acres 

in Thakurgaon. 

I. S.= Institutional source ; N. I. S.=Non-institutional source. 

51 59 32 37 52 

48 63 68 41 42 

PHULPUR I TH~KURGAON 
I (o share 1%"hare inl % o~ I % sb.·~re ,%._h-a-re~i-n- 
. m l. S. N. I. S. I holding in I. S. N. I. ;). 

Farm 

l %of Size 

holding 

Below 67 
average 
Above 33 
average 

TABLE IA 

ACCESS TO CREDIT TN BANGLADESH 

while small peasants often pay substantially more 11• Available data show 

that there are indications that this is true in case of Bangladesh too. 

Tables lA and IB throw some light on the problem. 
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e Ahmed, Badruddin, Leadership in Village Cooperatives, BARD April, 

1972. 

Previously there had been no legal bar to any one from any 

of tbe classes above joining the cooperatives in Camilla. Still the 

exneriment in Camilla failed to establish a significant control of the 

landless and the poor over the cooperatives, Data from various studies 

ch1rly show that farmers in the upper strata gained much of the 

control over them 

Traditional leaders, it has been found in a study 9 occupy 18 % of 

the leading nositions in cooperatives, Thi" seems to be a low percentage. 

The same study h rwever, assert' that 

The institutional policy speak about· social control of the means 

and processes of production and distribution. The recommendations 

made for achieving this are •a strong representative local goverment' 

and cooperatives in the line of Comilla experiments. It is suggested 

that •the village level cooperatives will have .a broader base by bringing 

together three categories of people persuing indentical objectives into a single 

organization', The categories included, it seems are the landless. the poor 

peasants and the middle and rich peasants and jotdars. What is 

here is class collaboration, pure and simple. Will those in the lower two 

categories be enthusiastic about it? It is hardly likely. 

The tables also show that about one-third of the loanees with 

holdings of size more than average grabbed more than half of institutional 

loans. Thus, it may be said that there are indirect indications that farmers 

with larger holdings pay Jess for the capital they born .. w 1 han those less for- 

tunate to own smaller holdings. Thus there is what may be called a 

•social lumpiness' in the provision of the input package. Needless to say, 

this lumpiness must be removed if the authorities desire to spread the 

use of high yielding varieties among all strata of the ·farmers. The 

institutional policy in the plan, however, seems to more or less 

neglect the issue. 

carried interest at rates above 100% p, a. In Thakurgaon no quantification 

for about 11 % of the non-institutional loans was posible because 

the terms included transfer of land to the creditor. Io such cases, tbe 

rates are, no doubt, fantastically high. 
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1°Mannan, M. A., Rural Leadership and Its Emerging Pattern in 

Bangladesh, BARD, October, 1972. 
11 Khan, Ali A., Rural Credit Programme of Agricultural Cooperative 

Federation, PARD, November, 1971, pp. 25-33. 

ii) Per capita outstanding loan of the members of the managing 

committees in three different· types of · societies, viz, high, medium and 

i) The Managing committee members constituting around 37% of 

of the sample of loanees obtained 65% of the total loans, 

The control of the managing committees has earned the large 

land owning farmers rich dividend. A study-' on Comilla cooperative 

found the following, 

Source: Mannan, M. A.", op. cit., p. 16. 

9 

38 

25 

28 

3 

12 

8 

9 

Upto 1 

2-4 

5-7 

8-10 

Percentage Frequency No. of terms 

TABLE 2 

DISTRIBUTION OF COOPERATIVE MANAGERS BY NUMBER 

OF THEIR TERMS OF SERVICES 

Another study'? reveals that the average holding of managers is just 

above 5 acres while the size of average holding in Comilla Kotwali 

Thana is 1.86 acres Generally it is the big farmers who control the aff -irs 

of the cooperatives. Not only that, they are quite entrenched in them. 

The following table taken from the same study shows that more than 

half of the managers interviewed were manager for five terms or more. 

The study asserts •'on further analysis it has also been found that among 

these 32 managers 19 (59%) are founder managers and they are continuing 

without any break." 

•A further investigation into this aspect recalled that a great majority 

of the positions have ~one to the kinsmen and relatives of the traditi- 

nal leaders'. The lack of control is more apparent than real. 
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Greater control of the institutions and easier access to the credit 

and capital markets lowers the price of material input package to the 

large landowner compared to the price (wage) he pays for labour. Thus 

even if the small and the large landowner face the same wage rate>, the 

factor price ratios will be different for them13• The result will be tba~ - 

12 Evidence from a survey s~ow that wage rates do not differ much for 

farms of various size. See Khan, I., Modernization of Small Farms 

in fast Pakistan: A Study in Allocative and Structural Efficiency, 

PIOE, October 1971, pp. 47-49. 

u Griffin, K., op. cit., pp, 29-34. · 

Turning to the problem of generation of additional employment 

in the rural areas, it may be said that the pious hope that labour dis- 

placing mechanism may be avoided may not materialise fully. The continua- 

tion of institutional policy, in its Pakistani essence if not in Pakistani form, 

will ensure that. 

The consequences will be a greater income inequality and -bitter class 

struggle' which the Plan desires to avoid. 

The basic character and functions of the cooperatives at the grass 

root levels are likely to remain unchanged because the Plan wants to imple- 

ment the program initiated by Comilla experiments. Hence, it is hardly 

likely that the village poor will be much attracted to it. Those of them 

who will become members will get proportionately less benefit than those 

at the top. because it is primarily those at the top who are running. 

it. Thus access to credit whether in cash or in. fertilizer or seed or 

pesticides will remain very much biased in favour of farmers with larger hol- 

dings. 

iii) The most striking finding was that the loan received by 

managers and Chairman had been Rs. 7,76 and that received by members 

of the managing committees had been Rs. 2,571. Ordianary members 

received Rs. 1,588 only. The control of the society by the Kulaks was 

complete. 

low, was Rs. 3,218, Rs. 1,518 and Rs, 502. The corresponding figures 

for ordinary members were Rs. 684, Rs. 631 and Rs. 275. 
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No plan of action for economic development can be divorced 

from its social context. Ths HYV program is no exception. Previous 

experience in this country as enunciated above and elsewhere testify 

amply to this. The disadvantages of a HYV program in an unchanged 

or only marginally changed power structure in the villages can be minimi- 

. zed only in the centext of a radical institutional reform. The emphasis 

of this reform should be centred around the most basic means of 

production i. e. land. Only a well planned land-reform can ensure the 

equality of ease of access to the market for capital and hence to the 

market for material inputs. This is a necessary, though not a sufficient 

condition for the success of the HYV program in the Plan . 

large landowners will use more material input and less of labour while 

small peasant will try to do the opposite. Thus the HYV technology 

may be more labour intensive than the traditional one, but those who 

are more likely to adopt the practice are likely to use techniques which 

are less labour intensive than others. The hope that the HYV programme 

may generate substantial employment may be found to be frustrated to a 

significant degree. 
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It has been stated in the Plan that production credit requirements 

C or agriculture will be about Tk. 365. crores by 1977-78 and that 45% of 

this amount, i. e., Tk. 162.7 crores will be met by institutional agencies, 

Tbe Plan does not provide any detailed break-up of the annual require- 

The introduction of High Yielding Varieties and improved farm 

practices like use of fertilizers, insecticides, better seeds, irrigation water 

etc. will make farmers dependent on off-farm sources of supply of most of 

these vital production inputs. In view of the fact that the equity, i. e., net 

worth of our farmers is declining and is even negative in some cases and as 

landlords seldom bear any part of the cost of production under the present 

barga-tenurial arrangements, the internal source of capital open to 

farmers is meagre, So agricultural credit facilities assume a vital rele in- 

the process of development of this sector. It, therefore, goes without 

saying that the provisions made in our First Five-Year Plan for agricultural 

credit deserve careful study. 

The First Five-Year Plan of Bangladesh has an ambitious programme 

of raising agricultural output by 8.4% per annum over the actual production 

level of 1972.:73, Though this country is predominantly agricultural and 

rate of growth of agriculture is admittedly of cruical importance for the 

economic development of the country as a whole, unfortunately, little 

progress has so far been made in introduction of scientific methods of 

cultivation. This increase by 8.4% per annum in the growth rate of 

agriculture can be achieved only with revolutionary improvement in each 

sphere of agricultural activity and this will call for massive investment in 

this sector. 

By 

MD. AHSAN HABIB 

University of Dacca 

Agricultural Credit and The First 

Five-Year Plan of Bangladesh 



Use of a sophisticated method of estimation and inclusion of consum- 

ption credit could have given birth to a different magnitude of credit 

demand Nevertheless, ' assuming the estimates of Planning Commission 

to be reasonably correct or using it as a starting point in the absence of an 

alternative or a better one, we can proceed to examine the steps outlined in 

the Plan to reach this credlt 11t the hands of the farmers, Institutional 

Credit is one of the vital =production inputs". At the same time 

our country is suffering from an acute problem of resource scarcity. As a 

result estimation of credit needs is an important issue and calls for precise 

scientific calculation. Any arbitrary or rule of thumb approach to it is 

likely to lead to either inadequacy or mis-allocation of resources. 

ments. Two questions crop up immediately. The first one relate to the 

definition of the term "agricultural credit" and the other is about the 

methodology of credit estimation. The concept of agricultural credit used 

in the Plan is of production credit, i. e., eredit required only for land 

cultivation and production of crops. It need not be mentioned that most 

of the cultivators are proverbially poor and indebted and are living at a 

below subsistence level. As such their credit requirement fur consumption 

purposes Is very large. It is quite likely that part of the production credit 

made available to them will be diverted to meet their consumption 

requirements. The resultant shortfall to meet the production requirement 

will naturally affect the agricultural growth rate very severely. In this 

connection it may be mentioned that there exists no sharp line of distinction 

between production and consumption credit, especially in an underdeveloped 

country. Here most of the labour force used on land come from family, 

Hence increasing their level of consumption is likelv to raise their producti- 

vity and agricultural production thereby. All the efforts of the government 

f.or improvement of agriculture must be supplemented by the whole-hearted 

co-operation of the farmers who will cultivate lands and grow the crops. 

To motivate them to work hard to achieve the projected growth rate, 

their minimum consumption requirements must be met. So their essential 

consumption requirements should have been given due consideration. It 

has already been mentioned above that the detailed break-up of the esti- 

mated credit requirements has not been given. It is not known what 

method has been used in calculating these requirements. The short-term 

credit requirement has been estimated to be a certain proportion of the 

cost of production (30%-40%). It has not been explained how this percen- 

tage and the credit figures for long and medium terms have been arrived at, 
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In a country. like Bangladesh where over 90% of total population 

live in rural areas and where nearly 60% of GDP come from agricultural 

sector, problems and prospects of agriculture should receive priority in any 

respect. As credit is considered to be an important production input, 

agriculture must first be provided with adequate credit facilities. Insuffi- 

cient credit is more likely to bring disaster rather than development. 
. . . . .. . . ' .. - -· . ·~,:. - . ... .. ... ... 

. (ii) Alternatively, farmers may resort to non-institutional sources· 

like village money-lenders for credit. Here again a different kind of pro- 

blem arises. These loans are mostly static in nature. Indigenous money- 

lenders are seldom interested in improvement of farmer's economic condi- 

t.ion and level of production. ·In majority of the cases, they offer credit 

either to exercise control over the loan receiver or to grab his property in the 

process. In addition. such credit is not linked with the supply of inputs 

Hence farmers usually spend most of it without investing. As a result; they 

remain ever depend,ent on credit and the cycle of credit has· to be . repeated 

every year. 

: In either of the cases, net effect, is, therefore, the same : agricultural 

productivity remains static or shows a downward trend. 

. It is, therefore, strongly felt that in order to have the desired rate of 

growth from individual farmers, such number of farmers should be selected 

f oa receiving credit whose. total credit requirements · can be met out of 

the funds available. No fruitful purpose will be served if one farmer gets 

credit for fertilizer and not for insecticides and if another· farmer gets 

credit forinsecticides only and not for other inputs. In other words, the 

distribution of credit should be intensive and not extensive. 

sources are expected to supply a total volume of Taka 162,7 crores, Le., 

45% of the total credit requirements of the country at the terminal year of 

the Five-Year Plan. This implies that the institutional sources will leave a 

credit gap to the tune of Taka 202.3 crores by 1977-78. 

Failure' to provide requisite amount of credit· by ihe institutional 

agencies may lead to either of the following undesirable consequences : 

. (i) Pan of credit needs will remain unsatisfied. In "package 

programmes" for agricultural development there exists certain amount of 

indivisibility. So if a portion of the package inputs remains outside the· 

reach 'of the farmers due to non-availability of credit, output response in 

agriculture may not be satisfactory. 
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Acute scarcity of resources is the major problem of our institutional 

agencies. Two factors are primarily responsible for this : Firstly, the repay- 

ment position is very unsatisfactory. Volume of outstanding loans is 

piling up every year. Apart from the slackness in. management and 

inefficiency of the staff responsible for realising the loans, the tendency 

of the farmers to delay repayment as far as possible is considered respon- 

sible for this huge accumulation. Our farmers are basically good. There 

is no reason why they should refuse to repay the loans promptly if they 

are approached in proper time and if they feel that they have 'really 

benefited by receiving the loans and if they are made to realise that they 

will be all the more benefited in future if they make necessorv future 

credit available to the agencies by repaying outstanding loans. They should 

therefore, be approached for repayment soon after the harvesting " of. -aay 

particular crop-when they have the harvested crop or 'cash .iri hand. It-bas 

been noticed in the past that the loanees are often approached for· repay- 

ment towards the end of the financial year. It is extremely difficult for them 

to make any repayment at that time as that is not the harvesting season 

of any imortant crop. It has already been discussed above that a farmer 

receiving credit should get the credit required for all the deffecent 

requirements of a particular crop. If after getting good seeds a farmer 

fails to have good harvest for non-availability of insecticides, Gove:n- 

men], will have no moral right to demand repayment of the loan 

advanced to him for the purchase of better seeds. There is. -every .reason 

to believe that the (armers themselves will voluntarily and most gladly 

.. repay the loans advanced to them if they get better yield ~y utilising t?e 

same. So, 'credit giving institutions should :mat\\: it a poiut to ensure effec- 

Performance of different credit institutions during the initial six 

months of the plan period casts serious doubt over the prospects of credit 

distribution as per the programme. The disbursement target for 1973-74 

was fixed at Taka 36.24 crores. But actual disbursement during July- 

December, 1973 was only Taka 10.53 crores i. e. less than 1 /3rd. 

The problems of institutional agencies are easily understandable. It is 

really encouraging that despite of host of limitations, these are expected 

to provide Taka 162.7 crores to the farmers as credit by 1977-78. Before 

suggesting an increase in its volume (which is by all means urgently necess- 

ary) an examination of the present state. of affairs of these agencies is 

considered desirable. 
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In this context it should be pointed out that an under-developed 

credit institution is one among a series of institutional barriers that staad 

In the way of agricultural development. Identification and solution of this 

problem is important, no doubt, but is not sufficient to enhance agricultural 

productivity. Therefore, attention should be paid to each of the individual 

institutions which can have an influence on agricultural development. 

Provision of credit alone without improving marketing facilities. ensuring 

steady supply of inputs, change in the system of land tenure etc. will not be 

enough to produce any appreciable increase in the growth rate. Unfortuna .. 

tely; the l'Jan li~!! lime to off~ for removing these institutional bot~len~c~ 

I 

The methods of loan giving by various agencies also call for a care- 

ful study. Institutional credit is un-popular among many farmers as one 

has to go through a number of steps and formalities before obtaining it. 

This also reduces the net value of credit significantly in some cases by more 

than 50%. Credit agencies should try to bring these formalities to the 

barest minimum. Otherwise, Taka 162.7 crores may not mean even Taka 

100 crores to the farmers in reality. The zones of activities of different 

agencies should also be carefully demarcated to prevent overlapping in 

jurisdiction. Otherwise, some farmers may succeed in securing credit from 

more than one aiency, while needs of many more may go entirely unatten- 

ded. Banatado8h Bank, which has been entrusted with the task of co- 

ordinating cre4it operations of various institutions must ensure that no 

person or family receive credit twice at the expense of ethers. 

tive use of credit and alto to sec that farm~rs get all the necesary inputs 

and can reap a good harvest. 

Secondly, another major limitation o our credit agencies is that 

they rely too much on borrowed resources. This leads to inefficient 

management of credit on the one hand and it creates inelasticity in the 

resource structure of the agencies concerned on the other hand. There 

exists considerable savings potentiality in our rural sectors. Proper initia- 

tive and drive by agency officials may induce the rural moneyed people to 

deposit their savings in banks. To achieve this. existing institutional 

agencies need a thorough reorientation in that regard. They must shake 

off bureaucratic letharginess and work with dynamic spirit. Induction 

of commercial banks into village areas which is envisaged in the First 

Five-Year Plan, may usher in an era of increased deposits from rural 

population. 
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(3) Special attention should be given to mobilisation of resources 

f rosi the rural sector by ednoatina tlle well-ta-de cultivators re keep theif 

savinas in the banks. 

(2) For realisation of loans, the farmers should be approached soon 

after harvesting of the crop for cultivation of which the credits have been 

arranged. All the inputs necessary for production of their crop should ·be 

made available in time so that by utilising the same properly, the farmers 

taking the credit can really have a good crop. 

(l) Credit offered to a particular farmer must be adequate to satisfy 

his entire demand for producing a particular crop. In calculating the 

oredit requirements, consumption requirements should also be given due 

consideration. To meet the total credit requirements ·of the farmers selec- 

ted for distribution of credit, if necessary, the number of farmers so 

selected should be reduced keeping in view the total funds available for 

disbursement. In other words, the distribution of credit should be intensive 

rather than extensive. 

The discussions made above lead to the following recommendations. 

RECOMMENDATIONS 

effectively-especially that cm~rgin& from a 4cfcctivc land tenure ·system. 

Land policy announced in the Plan is hardly progressive, if any. A bold 

laud reform policy bringing about a drastic reduction in its ceiling and 

ensuring «land to the tiller" is, perhaps, too much to expect from our 

planners. However, the Plan should have been more straightforward with 

respect to tenancy reforms. Bringing the present tenurial arrangements 

in favour of a farmer by providing him security, reducing the large-share of 

landowner and improving terms of agreement and the like will have 

profound effect on agricultural productivity and a farmer's economic con- 

dition. This should have received due weightage in the Plan. In addition. if 

the existing terms of agreement can be changed to compel the landlord to 

bear a portion of the cost of production, farmers will show less dependence 

on external sources of capital. Progressive measures as indicated above are 

likely to result in reducing the credit requirement of the farmers. 
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(5). On account of the sudden rise in the pnce level of almost every 

commodity due to the recent energy crisis, the Five-Year Plan might be 

required to be revised very soon. As volume of credit offered is already 

below the requirement, it should not be shrinked further in view of the 

urgency of increasing the growth rate of agriculture in the interest of the 

economic development of Bangladesh. 

. :(4) · 'The zones of activities of the different loan giving agencies 

sbould.preferably, be well-defined to prevent over-lapping. In view of the 

limited credit resources and vast demand, it should be seen that one farmer 

does not receive credit from more than one source at a time at the cost of 

others. . 
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lThe First Five Year Plan (1973-78), Planning Commission, -Government 
of the People's 'Republic of Bangladesh, P. 87. 
2op. cit. P. 91. 
~op. cit. P. 91. 
'op. cit. P. 91. 
5op. cit. P. 91. 
6op. cit. P; 92. 
7op. cit. P. 92, 

The above table was prepared on the following assumptions .. 

(a) Population will increase at 3% per annum compounded •. (b) 

Foodgrain will increase at 6.4% per annum4 compounded. (c) 10% of 

gross production" of foodgrain is deducted for seed, feed, wastage. ~d) 

Normal weather and natural conditions" will prevail. (e) Adequate supply 

of fertilizers, pesticides and seeds will be ensured. Fertilizers will increase 

three fold7 over the benchmark production. (f) Adequate supply of 

agricultural equipments such as pumps, tubewells, sprayers, tillers, .etc, 
will be ensured. 

Year population Food grain Gross productiou Food grain deficit/ 
(in crore) consumption of foodgrain available surplus 

requirement (in lakh tons) for consu- (in lakh 
(in lakh tons) : mption (in tons)' 

-·- 
! !akh tons) · 

1973-74 7.62 120.4 120.5 108A -12.0 
1974-75 7.85 123.9 132.2 119.0 ~4.2 
1975-76 8.09 127.5 137.9 124.1 -3.4 
1976-77 8.31 131.1 144.I 129.7 -1-4 
1977-78 8.54 139.0 154.4 139.o -Nill 

·- ·- ·- 

by 

SHAMSUDDIN AHMAD 

University of Dacca 

The agricultural developmeut programme for the First Flve-Year Plan 

(1973-78) aims at attaining self-sufficiency in foodgrain1• The self- 

sufficiency is defined as to provide 16 oz2 daily consumption per head by 

1977-78. r'oodgrain include only rice and wheat. The following table" 

shows annual requirement and projected production of foodgrain during 
the Plan period : 

Self-Sufficiency in Foodgr ain 



Let US· wtamine the assumption (o) first. The plan observes, '' 10 to 

15 percent of food crops are affected by pests and diseases annually. In 

order to prevent production losses, an extensive programme is envisaged to 

provide complete plant protection coverage in the areas with HYVs''8• 

The area under HYV (both irrigated and rainfed) is about 100.20 lakh 

acres i.e. about 38% of the total area under foodgrain cultivation. Opti- 

mistically saying that if we assume, the area under HYV will be comple- 

tely protected from pests and diseases yet 8~~ of foodcrops is subjected to 

such damage at the end of the plan period. Since large percentage of 

land under foodcrops cultivation constitute the foodgrain producing area, it 

is reasonable to say that at least 5 % of foodgrain is supposed to be affected 

by pests and diseases at the end of the plan period. 

Seed is necessary for further production. This is to be deducted 

from the gross production of foodgrain to work out foodgrain available for 

consumption. It is estimated that 6% of gross foodgrain production is 

required for seed. This estimate is based on the assumption that on average 

80 lbs of seed is necessary for one acre of land. 

Actually there is Jack of storage facilities in Bangladesh. Due to9 

the lack of storage facilities 5% of foodgrain is damaged by rats, inseots 

etc. after harvest. Untill 1972-73 there were 314 local supply depots 

covering 264 thanas. The remaining 144 thanas would be provided with 

153 godowas'" during the plan period. These godowns and local supply 

depots are generally used for distribution of relief materials, foodgrain 

instead of being used for the storage of foodgrain from the local peasants. 

Therefore the storage programme during the plan period is unlikely to 

reduce the foodgrain damaged by rats, insects. etc. significantly. Hence ii 

can be reasonably assumed that even if these godowns and local supply 

depots are used .for stora$e of foodgrain procured from the local peasants, 

il is likely that 3% of foodgrain after harvest may be damaged by rats, 

insects, etc., at the end of the plan. 

Let us now examine the assumption (d) about normal weather and 

natural conditions. What the plan means by normal weather and natural 

conditions is not clear. But by this it is generally meant that there would 

be (1) no excessive rain (2) no droughi (3) no ftood (4) no cyclone t5) no 

sop: cit. P. 97. 
•.R.epor~ of the the Food and Agriculture Commission, 1960. 
1'1Thc First Five.Year Plan (1973-78), Planning Commission, Gevernment of 
ibc People's Republic of laDglades•, P.140. 

" 
Political .iiconomy 222 



llAnnual Develonment Plan (1973-74), Planning Commission, Government 
of the Peonte'< Renublic of Bangladesh, P.3?.. 
UThe First P'ive-Year Plan (1'73 78) Planein1 CemmiHioa, ~evcrnm~~t ~f 
People's "ft.epublic of Banglade5h; P,92. . . . . . 

From the ahove table it seems that the self-sufficiency in food- 

grain production, under the assumptions fa), (b). (e), (f", can be attained at 

the end of 1980-81 we cannot conclude anything unless we examine the 

assumptions (a), tb). (e), (fl. 

Food grain Gross nroduction Poodgrain I Deficit/ 

Year 
consumption of foodgrain available for surplus 
requirement (in lakh tons) consumption I (in Jakh tons) 
(in lakh tons) (in lakh tons) 

1973-74 1 ?0.4 120.5 96.4 -24.0 
1974-75 120.9 128 2 102 6 -21.3 
1975-76 127 5 136.4 189. \ -18.4 
1976-77 131 1 145.l 116.l -15.0 
1977-78 135.0 154.4 123.• -1~.6 
19" 8-79 13Q.1 164.3 131.4 -07.7 
1979 s:io 143 3 174.8 139.8 -03.5 
1980-81 147.6 148.8 -01.2 

Therefore to work out foodgrain available for consumption, 20% 

(5% for pests and diseases plus 3% for lack of storage facilities plus 6% for 

seed plus 6% fnr natural calamities) of gross foodgrain production is to be 

deducted. Retaining all other assumptions if we deduct 20% of gross 

foodgrain production, self-sufficiency in foodgrain is shown by the 

following table : 

tidal bore, etc. Unfortunately, all of tbtsc aatural ealamities visit Bangla- 

desh very frequently both individually and collectively. During 1972- 73, 

about 56 Iakh 11 tons of Aman rice was harvested against an anticipated 

production of about 76 lakh tons due to inadequate rainfall and a severe 

drought at the flowering stage of the crop. Due to these factors, with the 

possible need to 1ibera1ise consumption beyond stipulated Iimits and addi- 

tional provision of about 10 lakh tons 12 of foodgrain has been kept in the 

import programme. This 10 lakh tons of foodgrain is about 10% of 

the gross foodgrain production during 1972-73 and about 6% of the pro- 

jected foodgrain production during 1977-78. Therefore it is logical to say 

that there should be a provision for deduction of 6% of gross foodgrain 

production due to natural calamities inspite of flood control measures 

undertaken by the government. 
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. 1sAnual Development Plan ( 1973-74 ), Bangladesh, P.2. 
UThe First Five-Year Plan (1973-74), Bangladesh, Table VIII-4, P,91. 
isop. cit. P. 93. · 

~1a;\0_1;1µal Development Plan .(1973-74) Bangladesh, P. 152. 

"i1,;Against the target of 2,400 two cusec ·deep-tubewells and 20 JO half-cusec 
'sha!fow~tubewells, upto the end· of !\.fay 1~73; · only 774 deep-tubewells aud 

lOQO shallow-tubewells were sunk" .. op. cit., p. ~· · 

·  , Regarding the supply of agricultural equipments and provision of 

irrig~:tion facilities the. target was not achieved 17 during 1972-73. 

~~·_.~In the light of .the. previous discussion it can safely be .concluded that 

th~ achievement of self-sufficiency in foodgrain would not: be attained at 

the: terminal year of the plan although the two strategies to 'increase 

foodgrain production are correctly adopted by the plan under the prevailing 

circumstances in the. country . 

The supply of agricultural inputs such as fertilizer exceeded the 

target during 1972- 73 but -pesticide and seed only fulfilled the. target. 

But frequent power failure and labour-management problems are to be 

considered for fertilizer ;3.Qd chemical factories to achieve the production 

target during the plan period. 
: . . - 

. ·  · . ~.The plan assumes· that fcodgrain production will increase at 6.4% 

pez.annum 'compounded. The production of food grain during 1972- 73 is 

99.4 lakh tons 13 while the projected foodgrain production target 

during 1973-74 is 120.4 lakh tons.14 This means the foodgrain production will 

increase during 1973-74 by about 21% over last fiscal year. But th'! achieve- 

ment of 21 % increase in foodgrain production is quite absurd. This 

absurdity is further confirmed by the observation of the Plan itself which 

runs thus. "As the existing deficiencies in communications, transport, 

organisation, and institutional facilities cannot be eliminated quickly, food- 

grain production is not expected to increase initially as fast as it could by 

mere introduction of HYVs in the rainfed areas. With increasing efficient 

infrastructural supports; the production is expected to gain momentum from 

the third year onward." 1s 

The rate of population growth is assumed to be kept at 3 % per 

annum by extensive family planning programme. During 1972- 73 the 

performances of family planning. programme as reported was extremely 

poor. is Unless the family planning programmes are successfully imple- 

. merited durio~ the plan period, our aim to achieve self-sufficiency in 

food grain is likely to be. frustrated. 
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1 The First Five Year Plan, p.86. 
2 The First Five Year Plan, p.87, · 

Now in the light of above mentioned criteria, we shall review 

different dimensions of the national scheme laid out by the architects 

of our future for the agricultural sector in general and co-operative 

in particular. To have a bird's eye view of the sectoral programme in 

agriculture. in brief, these are some of the basic outlines of the agrilcutural 

plan. The plan is engineered to create a "modern agriculture" r "by gradual 

structural transformations within agriculture", 2 thus envisages increased 

agricultural income, creation of more employment, promotion of equality 

of income distribution, achievemnt of green revolution, increased foreign 

Metaphorically speaking, a national plan: takes the nation as a ~hole 

on a journey along some stipulated path of action toward reaching a pre- 

determined destination .. In 'this sense, it has got to spell . out ·clearly 

three things; where to go, how to go and when to go. A unique goal must 

be clearly defined and focussed upon in orde~ td concentrate efforts and 

. give the resource. utilisation a definite direction. If there are more than one 

objective they must not be conflicting with one a·notb~r and set in ~rder of . . . . . . 
priority. Consistency and coherence of objectives help achieve dynamism 

in growth effort. Once the goal is clearly stated, it . must work out 

the. details of implementation mechanism-bow_ to achieve the goal set 

out. Then the entire plan must be broken ~nto component programmes 

and projects which must be started and finished within a specific· time .. . . . ~ 
limit. Time is very crucial, 'since it determines the rate of growth. .. 

by 

A. K. M. AHMADULLAH 

Chittagong University 

Agriculture and Co-operatives In the. first 

Five Year Plan of Bangladesh 

t,._ - 



But excepting some minor deviations, the over-all strategy is just 

traditional one. The plan was designed against a political revolution, 

and fundamental change in the plan strategy was what the people naturally 

expected. But in this plan, we · come accross with same things like 

•Agricultural Extension Programme' training of model farmer, TIP, IRDP, 
' 

TTDC, etc. though in a little bit magnified way. By and large, one merely 

feels that the First Five Year Plan of Bangladesh is nothing but an 

a'' ·-· - _ by implication self-sufficiency is being defined as 16 oz. 
daily consumption per head". The First Five Year Plan, p.91. 

'See First Five Year Plan p.91. 

• Tbe Fir&t Five Year Plan p.32, 

c;o fir so good. The plan h-s manv di~tinguic;hing features. f'M the 

firc;t tlm- major emphasis hii!: been laid on th'! incr-aseo 11~e of High 

Yie1ding V:.irieties of rice and wh<>at-a right step ir- the r'zht direction. 

The exnerienc-s iri lhnglad~c;h and in oth-r dev-Io-ing c -untries subs- 

tanrlare the rati-na'e behind this «see-i-based techno ]O"V. "5 1 he plan has 

a'so made significant ernohasis on research and tra;nin!! under Baogl idesh 

A cadernv for Rural Development at Cornilla. Than a Training and 

Development Centre ( TTDC ) is planned to be· expanded It has also 

taken a very practical step by suggesting strengthening of co-ordination 

process at Thana level officers to form single development team to 

prepare short-term and long-term plans. 

The strategy for growth is to focuss attention on increasing yield 

per acre bv introducing High Yielding Varieties of seed ( lke 1RRI) 

under rainfed conditions because. the planners betirve, that irrigation 

caracirv will take some time period to expand r o accomcdate a larger 

area under HYV. Over all grawth rate for f.-od production has been 

eonternn'ated to he 36% over the plan period and 6.4% per year 

annua'Iv compounded.s To develop agricvlture and water, an investment 

outlay of Tk. 198 crores has been envisaged.' 

txeliange through increased agricultural expert, improvement of nutritional 

standard and development of forest industry. · However, the long-term 

objectives are self.sufficiency in the production of foodgrainss and 

creation of employment opportunities to rural unemployed and underem- 
ployed. 

Polidcal Boo;omy 

~~==--------~------- 



As a matter of fact the First Plan lacks in an original and dynamic 

approach. To cast a shadow of the plan over the field of the farmer 

requires full control over land use. Without such· control, the plan would 

remain a paper-work. The planners must make sure that the farmers 

would use their land in accordance with the objectives laid down in the 

plan. For example, the planners have assumed that 6l.5u iakn ·acres of 

land would be brought under irrigated HYVs of rice, 38 70 iakn acres of 

land would be brougnt under rainfed H YVs of rice etc .• amt 3u lakn acres 

of flood-tree: areas wouid b.; orougnc unc.r 1RR!-2U. Lau Lh.: g .... ver .. meut 

guarantee that SJ rnauy acres under sucn .ttYVs wcu.d oe reaiy bro.rgnt 

under culuvauon ? oiuce rauc is pnvatcty uwn..:d auu uia.iag ,u, such 

assumption is uureausuc auu tnc pian rs Lil Us lluliliag ui ... re l1)ao..1 a (_j ucJs 

Plan. in iacr, tne rovi-cause vf au evns lD tne agr.cuuura, s..ctor in 

Bangladesh 1~ tne rmp. oper iaud use by me facmc1~ w uu tvrui a zoue of 

ignorance where p1a.uun6 uiacuin.ry cau uaroly make pe .. eira .. ou, 1-...uw if 

agriculture, tac waJuC sec.or or Lil.;; economy, v1rtua.ly reuiams outsi.ie 

our scneme, uien, tne iauer becomes merely a pctLY paruar prau. lo 

achieve therefore, an etrecnve coutrol over land use the entire society cf 

farmers must be brougnt under cotrol, Tnis couid be done ID lWO ways ; 

transfer of ownership 01 land from private hands and brrnging ine farmers 

under some co-operauve or collecuve organisation. Lais would ensure 

successful implementation of government plan to achieve seif-sumcieucy 

in food and make the enrire-economy going. The planners, m fact nave 

not forgotten all about this. In the opinion of the Pianmng Commission, "A 

social transformation of the agricultural and rural economy of Bangladesh 

requires that the means and process of production and distnbuuon be 

socially controlled and regulated" 6 Tnus, notwitnstaudmg the fact 

taaJ Jh~. plaaners have a full vir;w of thinas, .ihe7 ~ve ui~imatoly 1ive11 

°!.The Firsi Five Year Plan-:X,.1s6: 

IT LACKS lN AN ORIGINAL AND DYNAMIC APPROACH 

extension of the Third Five-Year Plan of Pakistan. Of course, the plan 

offers a threadbare discussion of problems and prospects, and sometimes 

it makes some startling hints. But on the whole, as far as agricultural 

sector is concerned, it failed to reflect the aspirations of the common 

man and ignored the spirit and enviornment of the period we are living 

through. 
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• • ••:_ r,. •••• ~ ... : .... - '. ; ... 7The First Five Year Plan p. 87. 

-~~------------------ --------- 

The objective of self-sufficiency in food could be set as the only 

objective; and the entire- resources in the agricultural sector could have 

been mobilised to achieve that single object. · Thai would ensure concentra- 

tion: and seriousness of efforts which the problem demands-for its solution. 

The nation could be cent percent satisfied with a just one. object as -that, 

because in the · words of -the planners themselves, "J:his would bring- an 

end to dependence on foreign sources of food".? Moreover it is difficult' 

to understand why such aii 'urgent problem as self-sufficiency in food· has · 

been made a long-term objective. This - shows lack of· seriousness'. in - ·· 

the effort, since it· would not· have been difficult for ·each of the·· 19 · · ·  

districts on an average· to contribute within 2 years' time a~ least 2 lakh .. 

tons· bf food to the food basket': of ' the country and -close the food gap ·· - : 

of 2:s million tons;"i( a· detertnined+effort was . made": . simpiy+throiigh- .. ' 

IT LACKS IN A CONSISfENT APPROACH 

The test of consistency of objectives renders clarity of action, 

confidence in effort, and concentration of resource utilisation etc. So far as 

the test of consistency of objectives is concerned, we find that the plan 

fails ·to give a planned direction. As many objectives as there could 

exist found their place with their inherent conflicting character. =Moderni- 

station · of agriculture" has. been envisaged with employment creating labour 

intensive methods, growth strategy has been related with income 

equalising considerations and heavy reliance on High Yielding Variety 

(HYV) of rice has been. partially explained in terms of irrigated HYVs. 

We could have led to believe that these objectives would not come to 
conflict; had there been an assumption of a different eoenomic system, 

Under this system there is every reason to believe that they would do so. 

themselves to . a game of hypocracy. They have just made some pious 

intentions and vague pronouncements like <this should be done' and 'that 

should be 'undertaken' with a wonderful tapestry of literary jargons. If 

wishes were horses, then every one could ride them. Where is the action 

programme? H'.)W to socialise means of production ? And when to do 

it ? These questions are agitating the minds of the people. The time 

schedule and work-schedule have not been correlated with the pious 

pronouncements incorporated in the plan literature. 
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8"A Rice self-sufficiency Plan for the District of Chittagong· (1974/75r 

drawn up by FTCCA, Chittagong aims at increasing production. to· io 
lakh tons in 1974/75 from 6 .·la~Ii.1ons in 1972/73. Another "Two Yeat 

self-sufficiency in Food" ~!an for_ Bangladesh c:lrawq_ .up by Dr. Anisu» 

Rahman and Mr, Mahboebul Alam·chasbi".iS availabie .. 

Again, the planners have categorised the farmers under three 

classes ; category •A' who have no means of production ; category •B' 

who have small means of production ; category •C' who have large 

means of production. And at long last they went ahead with the recom- 

mendation that category •A' being .landless · class be provided with land. 

But is this in conformity with socialist philosophy of collective 

ownership and regulation which the planners have generously mentioned 

about ? 

diffusion of HYV of rice, not to speak of other strategies. 8 The 

inconsistent strategy is also reflected in the planers' suggestion for 

implemention mechanism. The plan emphasises upon democratisation of 

the decision making process in the village and upholds the case of Peoples' 

Council elected by local people. Thus it is bent upon curtailing bureau- 

cratic influence. But at the same place and at the same time, it notes 

with bitterness ; "Locally elected bodies were never fully representa- 

tive because the richer and influential class managed to win the election. 

The election system failed to recognise the authoritarian nature of 

traditional power structure ... ", therefore, the planners conclude : comes 

the inevitable and unavoidable role of co-operative "to formulate policy 

and implement programmes". But again a cloud of doubt and pessimism 

overcomes them so that they are pleased to dismiss the latter too, since 

they are ''dominated by vested interest". What next ? The planners. are 

silent on this issue. As a matter of fact, they failed to establish a 

workable and smooth relationship between government officials, elected 

representative and co-operatives. Who form the nucelus of rural develop- 

ment ? Who will take orders from the Government to mobilise resources 

to implement projects within the National Economic Plan ? In other words 

the force to spearhead the capsule of people's effort to achieve plan target 

is yet to be identified. The plan thus makes room for conflict among 

the pockets of power in the rural economy. 
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•The First FivcYear Plan, p-32 

Sector Investment 

1. 'Agriculture and Water 898 

2. Industries 7:-8 
3. Power & Natural Resources 415 
4. Physical Planning & Housing 299 

5. Transport 469 

( Taka in crore ) 

THE STRUCTURE OF PLANNED DEVELOPMENT OUTLAY 

Though the plan admits that the economy of Bangladesh is predo- 

minantly agricultural in terms of its contribution to GNP (58%), 

employment (75%) and export earning, its place in the total scheme of 

things has not been determined with respect tu other sectors If planning 

means determination of scale of priorities, then there is total absence of 

planning with· respect to sectoral allocations. Though the plan claims 

that agriculture and water sector including flood control received the 

'!highest share of resources" the schedule of financial allocation gives a 

different impression. An investment of Tk. 8jlS crures has been envisaged 

for the agricultural sector, whereas for the ind ustrial development less 

amount, i. e., Tk. 798 crores have been earmarked. But if investment for 

power and natural resources including oil refining, transport and communi- 

cations and .housing including sewarage and water suppues was then 

considered it seems that investment for industrial sector far outweighs 

the investment for agricultural sector, 

ROLE OF AGRICULTURE NOT DEFINED 

In fact, the inconsistency in the plan has originated from the very 

fact that the planners could not adopt any approach at all-either 

capitalistic or socialistic. Be it capitalistic or socialistic, the approach 

must have been a dynamic one. A capitalistic strategy would have called 

for liberal credit policy, mechanisation, subsidy etc. where as a dynamic 

socialistic one would have necessitated a drastic land reform abolishing 

private property, collectivisation or co-operative farming etc. 
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9"Farmers' Experiences with TR-20 Rice variety and complimentary 
production inputs : Easl Pakistan, Amon 1970" prepared by Refugio 
l. Rochin with assistance from members of Denartment of Agriculture, 
Agricultural University, Mvrnensingh, BA.DC & IDE. 
10Amon (transplanted) : Planted July/December harvested. Aus : Rice 
crop planted from March 1st would be consinered Aus. Bero : planted it 
December and harvest in March. 3. First Five Year Plan P. 12. 

The seed-based technology o( the plan gives major emphasis on 
HYV of rice. But HYV of rice cultivation in Boro season is a function of 

mainly irrigation which must be supported by a mechanisation programme 

embracing power pump scheme, tubewe\l scheme, etc. Such a mecbanisa:.. 

tion programme is a long term phenomenon and is dependent on foreign 

aid, So. emphasis was laid on ~YV during Aus and Amon when rain- 

water is sufficiently ava ilable, This is but natural in the context of 

growing demand by the nr og-esslve co-operative farmer's in Bangladesh, 

especially at Comilla and Chittazons. & The nlan itself comes out with an ~ - . 
admission that transnlanted Amon 1° constitutes 38 p. c. of the a~ea 

sown and contributes about 41 p. c. of the total rice production and 

Aus constitutes 32 p, c. of total rice acreage and contributes 25 p. c. 

of production, whereas Boro constitutes about only 9 p. c. of total rice 

acreage and contributes about 16 p. c. of total rice production. But 

nobody knows what irn-iell -d the planners to shift their emphasis 

ultimately on to Boro season which won the case by receiving the grea- 

test consideration ii. e .. 300 p c, increase planned during the period). lf 

this is due to the fact that it is "the most stable season of the year" 

then such irrigatioo-bssed strategy must be sup~orted by a Comorehen- 

sive Mechanisation Prozrsmrne. But since there is no correlated invest. 

ment programme on a sign ificant scale for the expansion of agro- 

based industries like pnwer pumps. power tillers, tubewells etc (an 

investment of Tk. 1,400 crore in this respect is very insignificant) we 

are going right on getting on somebody's neck for obtaining necessary 

accessories. Already foreign capital requirement of Tk. l,800 crores has 

been a deadweight burden on us. In the language of the planners ! 

"the magnitude of such loans is subject to vicissitudes of a changing 

economic and political environment of the rich, developed nations. An 

overwhelming dependence on foreign capital inflow trend to create 

uncertainty in the implementation plan". Therefore, planned reliance on 
HYV of rice during Boro which is a function of political weather is 
no less nncertain than rainfed Amon and Aus HYV. · 

EMPH\SIS ON IRRIGATED BORO 
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11The self-sufficiency Plan in Chittagong District (1971/72) drawn by Fede- 

ration of Thana Central Co-operative Association, Chittagong was a 

failure due to scarcity of inputs and delayed distribution. See, The Self 

Sufficiency Plan for the District of Chittagong (1974/75), sponsored by 
ffCCA, Chittagong. 
. . •. -~ 

Of late, several educational institutions including Chittagong and 

Dacca University have come forward with programmes of student's 

participation in the agricultural productivity. Suggestions were made to 

make work-study a part of the syllabi of the students. But the 

plan makes no reference to education that could be a tool of change in 

agriculture. The students, at last, could be utilised to motivate and 

teach the farmers. 

EDUCATION AS A TOOL OF CHANGE IN AGRICULTURE 

Wh.o knows better than the most learned circle of economists 

who form an august body like Planning Commission that the distance 

between the pages of the plan and the fields of the farmer is quite 

long The input ·packet of fertiliser, seeds, water & insecticides has to 

traverse a long path to reach the field of the farmer. Several· bottle- 

necks are there on the path. · The planners have put heavy reliance on 

.HYV of rice. This simple replacement of low yielding variety of seed by 

HYV one, requires right quantity of fertiliser at the right time. An 

eff ective channel of · input-flow from the factories and ports to the 

farmers' field must be evolved. Presently, the channel starts from 

factoriesrports and runs through BADC storage points at district, thana 

and village level. Presently, the system of distribution is cumbersome, 

since it involves so many elements; viz., 1. BA DC; 2. District, Than a and 

Krishi · Unnayan Committees; 3. 2,800 private retail traders; 4. Thana 

'Central Co-operative Associations and Primary Co-operative Associa- 

tions. This system has been okayed by the planners. But as far as 

experience goes, last year self-sufficiency drive in several district succum- 

bed to the delayed distribution of whatever amount of inputs were 

available. 11. 

NO PROVIS'fON .FOR INPUT CHANNEb 

........ ':'. 
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Thirdly, the IRDP has been assumed to play an instrumental role 

to regulate the co-operatives which have been promised free play. This 

is because IRDP bas a monetary weapon. Though some sort of Co- 

operative Development Board has been set up with declared objective 

of controlling both IRDP and co-operatives in a balanced manner and 

Co-operative Development Board is supposed to have majority of co- 

operators as its members. In the ultimate analysis the COB under the 

Ministry of Co-operatives etc., is nothing but an extension of the IRDP in 

disguise. However, the difference is that the very sugar-coated name 

•CDB' make things easr for Hie co-operators who were ti~htin~ shr of 

In fact, without a progressive co-operative approach the achieve. 

ment of either agricultural revolution or socialism in agriculture is a 

distant possibility. This is because the farmers are not organised and 

farming operations are 'micro' in character. The plan can not be imple- 

mented if effective contact with and control over each of the farmers are 

not established. Only co-operatives can ensure with their organisational 

coverage and group enterprise the requisite degree of contact and control. 

The Planning Commission of course highlighted the role of co-operatives, 

especially Thana Central Co-operative Associations. But logical conclu- 

sions were not reached at. The planners are very much right when they 

observed that co-operatives as other rural organisations are dominated 

by people within upper income bracket. As a solution they suggested 

distribution of land to the landless. But would this put an end to what 

the plan termed -Class struggles due to class distinctions' ? In every rural 

organisation, the planners were awed by money-clique. But without 

going down at the root-cause at the bottom of everything, i. e., private 

ownership of land-holdings, the planners preferred to make superficial 

suggestions which do not touch even the fringe of -class struggle' about 

which mention has been made quite often. Secondly, though the co- 

operatives were recognised as the appropriate bodies to formulate plans 

and policies, the role of local elected bodies of people's councils was not 

less emphasized. This would create a dualism in the village politics resul- 

ting in constant power struggle which would frustrate the planned deve- 

lopment and output will be negative. 

A PROGRBSSIVB CO-OPERATIVE POLICY 
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In fine, the planners could not frame a district co operative policy 

for the government to follow. By removing the main obstacle on the 

path of co-operative i.e., private ownership in land, the planners should 

have gone for full coverage of the agricultural sector under co- 

operative phase by phase, area by area, under an specified period of 

time. The outmoded Co-operative Act of 1940 (later modifed) is yet 

to be repealed. The Planning Commission, of course, made some sugges- 

tions with respect to the reformation of co-operative system. Co-operative 

societies have been suggested to be made agents for procurement and 

distribution of supply of fertiliser besides the private dealers. Member- 

ship is to be made open to all farmers. Political machinery is to be made 

an ally of the co-operative movement etc. These will undoubtedly go a 

long way to make some headway in the co-operative movement. But there 

is every doubt whether those steps could establish "Socio-economically 

viable primary units", for example, open n-embership won't solve 

problems • .,as free primary education could not make all children in 

our country educated. As a matter of fact, it is the economic and social 

:system which is at fault and the co-operatives are tb play their role 

_against this background. No doubt, these steps should be taken to improve 

the position of cooperatives, but in addition it is suggested. that· owner- 

ship of the resources land, labour and capital be transferred to· the 

primary societies as a whole. At least the latter could acquire the right to 

utilise the land holdings and capital of member farmers who would 

retain their ownership. The pooling of the resources would lead to eco- 

nomic viability of primary units, since that would make it easy for them 

to· formulate plans and ·policies in accordance wtih the objectives laid 

down ·in the plan. Farming could be operated on commercial basis. The 

services of managers and office-bearers of the society could be remunerated. 

Only then -Co-operative' would be a meaningful word I eading to salvation 

of the farmers and our plan would also become realistic both from "the 

standpoints of designing and implementation of plan. The mushroom 

growth of Co-operatives must be stopped and the too many existing co- 

peratives within single village must be merged to form village-based 

begging finance. As a matter of fact, co-operatives have been envisaged, 

to be covered by the official organ IRDP phase by phase. In the name 

of training IRDP is engulfing the co-operative leaders one by one who 

are made to forget what they learnt on the field and become officers rather 

than better co-operators. 
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To sum up the discussions we observe that though the plan makes 

pious pronouncements, time-schedule have not been correlated with 

respect to implementation "Two fundamental changes should be brought 

about : farmers' ownership of land, labour and capital be transferred to 

co-operative societies or the co-operative societies may be given legal 

right to utilise the resources of their member farmers without affecting 

private .ownershlp. Secondly, the entire society of farmers be brought 

under co-operative organisations. (Surgical) Operation is always painful 

to the patient, but it saves the life of the patient. In the same manner, 

fundamental structural changes however, painful to the society are worth- 

while. That would solve all problems relating to food, housing, educa- 

tion, communication etc, 

CONCLUSION 

In short, the co-operative must be made nucleus of the rural com- 

munity. 

co-operatives. The village-based co-operative would make things more 

easy for the co-operators to make P. S. economically viable. Since the Co- 

opertive Banks and Agricultural Banks are almost non-existent in the 

far-flung villages, the commercial banks (whose branches have extended 

their services upto thana level) should be allowed to give advances. both 

short-term and long-term for improvement in agriculture. The village 

market be developed as a centre where storage and godowns, ·branches 

of commercial banks. brancnes of the District office of Agriculture, BADC 

and Co-operative etc. must exist to reach the interior parts of the country. 

For this at least, all the village markets be connected with a network of 

roads. Thana level co-ordination must be gradually brought to the village 

level within the plan period. 
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From the plan proposals it is apparent that the Co-operative 

Directorate and the Integrated Rural Developmen~ Programme would 

continue to exist as two virtually parallel organizations responsible for 

the devClopment of co-operatives in Bangladesh, though some attempt has 

been made to bring about some differences in their scope of activities- 

the latter to deal with ••peasants0 co-operatives and tho former to deal 

wi~ other types of co-operatives, 

Tb.e First Five Year Plan has emphasized -the need for having a 

strong and efficient co-operative organization in the country. It has also 

recognized the importance of an effective institutional framework for 

the co-operative system. However, in its proposals relating to the i?sti- 

tutional set up for the developmept of co-operatives, a basic weakness of 

the existing structural and orgranizational set up of the co-operative 

system of the country has been utterlyn eglected- This paper aims particu- 

larly to discuss this specific aspect. 

The co-operative organisation bas a key role to play in removing 

the major bottlenecks in transforming the traditional agricultural economy 

of Bangladesh and especially in achieving a better income distribution in 

pursuance of the social objectives of the new nation. However, the scope 

of co-operatives encompasses not only organizations of agricultural 

producers but also those of non-agricultural producers including various 

professional groups. Thus, while considering the institutional framework 

of a co-operativo. system for Bangladesh both agricultural and non- 

agricultural -co-operatives should be taken into account. 

by 

A. M. MUZZAM HUSAIN 

Agricultural University Mymensing 

Some Notes on The Institutional Framework 
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To add to these anomalies it has been proposed in the plan to 
set up a Co-operative Development. Board without explaining clearly its 

relationship with the two existing institutions mentioned above. Again, 

since the main functions of the proposed Co-operative Development 

Board would be limited to promotional, training and research activities, 

iJs position vis-a-vis that of the existing Jatiya Samabaya Union established 

for performing similar functions has not been clarified. 

Since the scope of activities of the two above organizations are 

neither mutually exclusive nor strictly defined, there is obvious duplication 

of authority and overlapping functions involved resulting in conflict of 

interest, confusion and operational deadlocks. The continuation of this 

state of affairs is in no way conducive to the healthy development of co. 

operatives in the country. 

I 

The Integrated Rural Development Programme has come into being 

with the primary objective of replicating the two-tier «Comilla Model" 

co-operatives throughout the country in a phased manner. The primary 

function is thus agricultural extension work through. co-operative methods. 

Activities like processing and marketing of agricultural goods of the co- 

operatives would be taken up by the IRDP, in course of time. 

The Co-operative Directorate operating at present under the Ministry 

of Rural Development, Local Government and Co-operatives is primarily 

concerned with regulatory functions viz., with registration, audit, super- 

vision, liquidation and other legal aspects of co-operatives both agricul- 

tural and non-agricultural. However, among its functions are also 

included training, research and extension activities in connection with 

the development of various types of co-operatives. Before the establishment 

of the IRDP it was virtually the sole guardian of the co-operative movement 

in the country. 

This is either due to a lack of appreciation on the part of our 

planners as to the desirability of having an independent, strong and co. 

ordinated organization to deal with the overall problem of the develop- 

ment of co-operatives in the country or a lack· of willingness to disturb the 

present set up irrespective of its inherent weakness, overlapping functions 

and ineffectiveness in ensuring a sound growth and smooth functioning of 

the co-operative system. 
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~The proposal is a modified version of the Model presented by the 

author in his Ph. ·D. dissertation entitled '•A -Model . Co-operative 

Organization. for Agricultural Development in East -Pakistan" .(.Te~as. 

AAM University, August 1964 >~ 

The Administrative Division may be in charge of the statutory duties 

of registration, audit, inspection and liquidation of the co-operatives. All 

other legal matters would also be dealt with by this division. 

The ..___Training and Research Division would be responsible for 

training oy the officials of the C. D. A. and the . members and office 

bearers of co-operatives, and conduct research on the various problem 

of co-operatives both independently and in association with other research 

institutions. The Co-operative College and the Zonal Cc-operative 

lfraining Institutes would be placed under this division. 

· It may be headed by an full-time chairman who will be assisted 

by an Advisory Board consisting of both official and non-official members. 

The Directors of the different divisions of the Co-operative Develop- 

ment Authority would' serve as official members of the Advisory Board while 

the non-official member would be appointed from among the representa- 

tives of the co-operatives in the country .. 

. The author believes that by multiplying the number of institutions 

and authorities, the cause of the co-opertive movement in Bangladesh 

cannot be served best. In the best interest of the nation, and for the 

healthy and smooth growth- of the co-operative movement a unified, 

strong and co-ordinated organization may be set up replacing both the 

Co-operative Directorate and the Integrated Rural Development Progra- 

mme _and by-passing the need for the establishment of the· proposed 

Co-operative Development Board. This organization may be known as-the 

Co-operative Development Authority (CDA) 1 which may have a number 

of divisions under it, viz., (i) The Administrative Division (ii) The 

Training and Research Division and (iii) The Development and Bxtension 

Division, 

Finally, it may also be mentioned here that the present involvement 

of other nation building departments in rural development works invol- 

ving farmer producers and their organization, anomalies and conflicts 

would be further accentuated. 

" 
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Discussion on these are kept outside the scope of this paper. How- 

ever. it is believed that the proposals made here would significantly contri- 

bute in streamlining the existing set up and in removing various anomalies, 

duplication of functions, and many other bottlenecks which stand in 

the w~y of smooth operations of the institutional framework and a. more 

healthy development of co-operatives in the country. 

The author does not claim that the acceptance of the above proposal 

will lead to a solution of all problems related to a healthy growth of the 

co-operative movement in Bangladesh which will require the fulfilment of 

a large number of pre-requisites besides reorganizing the institutional 

set up. 

The above outline for the proposed C. D. A. is tentative and an 

Expert Committee may be set up to work out the details of the internal 

organization, division of responsibilities and other problems of the organi- 

zation. The Jatiya Samabaya Union may remain as the spokesman of 

the co-operatives and promotional activities of co-operatives may remain 

as the function of this Union. 

The Development and Extension Division would deal with all 

functions related to the organization and development of co-operatives in 

the country; These would include the functions now being _performed 

by the Integrated Rural Development Programme. The extension activi- 

ties of the present Co-operative Directorate would also come within the 

purview of the functions of this Division. Functions related to credit, 

marketing and warehousing would also be performed by this Division 

under separate sections for each. 
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In simple and general terms, a cooperative is a voluntary asso- 

ciation of persons. operating on a democratic basis, to realize some 

common interest (s) ( which are primarily economic and secondarily social ) 

through united efforts and sharing the benefits on the basis of parti- 

cipation. It is considered to be a -deslrable mid way' because it is an econo- 

mic organization where the distribution of income is on the basis of parti- 

cipation rather than of capital contribution alone. Thus, the ideology 

of cooperation is perceived as an eff ective and desirable means of 

achieving social justice in any field of economic operation. 

Even \yhcn the cooperative organization is emphasized basically as 

an economic institution, the social thinkers in recent days are stressing 

more on the social dimension of cooperatives. And it is observed that, 

cooperatives are gaining more recognition as social institutions in the 

present day world. The following words of President F. B. Marcos speak 

to this effect : 

" ...... cooperatives are institutions of human beings with deeply 

humanitarian philosophy and purpose with a firm and faithful 

commitment to the achievement of social justice and economic 

democracy on the strength of voluntary action. to satisfy common 

economic and social needs of people ... (cooperative system is). An 

ideology of change and development. An ideology of social reform 

and human reformation ... ... .. ( cooperatives ). As institutions of 

people, they can replace or at least balance the institutions of 

property that to-day constitute the citadels of the status ·quo. 

They can thus bring about the revolutionary change that the temper 

of the !irne demands." -- President F. B. M~rcos1 



THE STATE OF AGRICULTURAL AND RURAL SECTOR 

The conditions of agriculture and as such the rural sector in Bangla. 
desh may be generally stated as follows : 

1. Traditional method of farming with resulting low yield and income 
for the farmers. 

2. Predominance of subsistence farming by illiterate mass of small 
insolvent farmers. 

3. Most inadequate provision for essential farm supplies and services, and 
marketing of farm products. 

4. Heavy pressure of the increasing population (working population) on 

the limited agricultural resources making the already extremely poor 
rural population more poor. 

5. Chronic indebtedness of the hundreds and thousands of insolvent 

marginal farmers to the village money-lenders or well-to-do farmers 

as a result of which the largest section of the farming population is. 

directly or indirectly dominated by the few well-to-do people in their 

decision-makings on most socio-economic and political matters. 

Under the circumstances, higher productivity through the use of 

improved technology; higher farm income ; increased employment oppor- 

tunities for millions of unemployed and under-employed populaHon~ !lQQ 

As an instrument for socio-economic advancement, the cooperative 

system then featured as particularly suited to economically small and 

socially weak people. Viewed from this angle, it can be claimed that 

the cooperative system has a prominant role to play in the eevelop- 

ment plan, especially the rural development programs, in the 

less developed and developing countries having basically a rural 

and agrarian economy and predominantly a traditional peasant society. 

As a result, in most of these countries cooperative organization 

. has been taken as an important strategy of the national development 

plans. Particularly, it has been taken as the premise of the rural and 

agricultural development programs. In fact, in the developing countries 

cooperative organization to-day has gained almost universal acceptance 

as an ideal institutions for rural development and through which small 

farmers can improve their fortune and. protect themselves from many 

odds and exploitations. Bangladesh is committed to building a socialist 

society through the democratic process. Thus the First Five Year Plan 

has accordingly taken the cooperative institutional framework as a 

strategy for the development of the rural sector in the country. 
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Under the cooperative institutional framework envisaged in the plan : 

a) The Integrated Rural Development Program (IRDP) will be concerned 

with village level farmers cooperatives and their thana federations 

(TCCA). 

b) All categories of people other than money-lenders, rentires or 

contractors of hired labourers are eligible for membership in the 

village and thana level cooperatives. 

c) Members in the managing committees of these cooperatives will be 

elected in a manner that 'three categories of people-landless culti- 

vators, marginal farmers, and small and solvent farmers-are propor- 

tionately represented. 

d) The cooperatives will get preferences from the state in all matters. 

e) Landless labourers will be encouraged and helped to jointly own 

and operate implements and machinery. They will also be trained 

in various technical skills, The primary cooperatives will organize 

these programs. 

MAIN FEATURES OF THE FARMERS COOPERATIVE FRAMEWORK 

thus, advancement of general rural welfare ; are the indices of the level of 

agricultural development. But, the application of modern technology 

leading to modernization of agriculture will essentially require improvement 

of transportation and communication system, (especially in the rural sector) 

provision for adequate amount of modern farm supplies and services, 

better marketing facilities, (like processing, warehousing, standardization, 

etc.) better credit facilities, adequate facilities for improving the skill 

and knowledge of the illiterate mass of farmers ; and on the whole, 

creating a favourable working environment so that the farmers indivi- 

dually and collectively can contribute their best for the betterment of their 

. living condition and general welfare. The answer to the problem at some 

length has been sought through farmers' cooperatives-an association of 

farmers, organized and established on cooperative principles, for united 

action towards solving by themselves either one or many of their socio- 

economic problems. ·The farmers' cooperative is recognized as an effective 

way of giving small farmers access to the elements of modern agriculture, 

it is considered as a most desirable institution that can serve and 

facilitate active involvement of small farmers and landless agricultural 

workers in the process of growth. 
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f) Cooperative Development Board (COB) will build up a cadre of 

cooperative organizers who will be placed at different thanas for initial 

promotional and organizational work and to become the manager/ 

executive director of the TCCA. This cadre will be carefully selected, 

preferably from local field workers, and trained in ideological as well 
as operational matters. 

g) TCCA will arrange training for the members through informal discus- 

sions from time to time. 

The plan recognizes that a -bottom up' in place of a 'top down', 

nature of organization with initiative coming from farmers is essential 

for a self sustained and viable cooperative system. But it is also evident 

that state action, initiation, and support at the promotional stage are equally 

essential ; and this support has to be lifted gradually in a planned manner 

so that cooperatives are well founded with a sound economic footing. 

Because only after economic success bas been achieved and a base has been 

strongly built can the full institutional leverage of a cooperative begin to 

have an influence on the greater social benefits. Unification of the 

marginal farmers and landless agricultural workers with the medium and 

small farmers in the framework, as such, is not likely to help achieve 

the objective of serving and facilitating the participation of the marginal 

farmers and landless agricultural workers in the growth process. 

Jn order to solve their problems special programs outside the COD• 

ventional cooperative framework have to be simultaneously undertaken by 

the lRDP. These schemes under suitable institutional setting have to be 

broad-based, action-oriented and problem-solving mainly for the beneficia- 

ries (marginal farmers and landless agricultural workers). These will be 

ordinarily area development programs covering a wide area, may be, a 

sub-division, having a large number of these marginal farmers and land- 

less workers. This has to be a more intensive and extensive program 

envisaged in the plan. The necessity of such a program has been 

realized in India and accordingly schemes like Small Farmers Develop- 

ment Agency (SFDA) and Marginal Farmers and Agricultural Labourers 

(MFAL) have been promoted in some states. 

Cooperation of the members is the primary determinant of the 

success, effectiveness, viability and longivity of the cooperatives. In fact 

the extent and intensity of the benefits of the farmers' cooperatives will 

depend on the degree of cooperation of the members attained. 
The primary reasons for the failure of most cooperatives are lack 

of member participation stemming mainly from lack of understanding 
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and mutual trust among members, lack of realization of the coopertives 

ideology and thus a change in attitude of the members towards group 

benefit, and lack of sound business principles. 

The mass illiteracy and extreme poverty of most of the farmers, 

predominance of -beyond a workable" level of dishonesty and a general 

distrust among people, and absence of a sizeable tea.m of dedicated 

social workers feature the rural environment in Bangladesh. Under the 

circumstances very little managerial efficiency and sincere cooperation of the 

members can be expected in practice. 

Therefore, the scheme of building up of a cadre of cooperative 

organizers for motivating the farmers to accept the cooperative system 

as an ideology, 'a way of life', and to bring about a mental change in 

favour of group benefits above individual benefits is the most correct 

step in the process of revitalizing the cooperative movement in the 

country. However, the process of learning and conceptualization of the 

ideology of cooperation and getting a sustained interest in cooperatives 

will certainly take time for the farmers. Because, farmers learn effec- 

tively only through practice and demonstration. They are most likely to 

)earn step by step through small experiences of team works over a 

period of time. 

This gradualness of the process, however, has not been fully 

stressed in the cooperative program in the plan. 

The cadre building program should be given the top most importance 

and should be considered as the vital element in the cooperative institu- 

tional framework. Cadres, in fact, will be the backbone of the successful 

cooperative system. These cadres should be preferably free from any 

political affiliation, they should rather be designed as social workers. 

They should be selected and trained in cooperative ideology, rural 

economy and rural sociology. Preferably there should be one such cadre 

down the line, placed in each union with the task of continuous and 

intensive field work towards preparing and maintaining a congenial and 

workable environment for the cooperatives in his Union. 

Recognizing the gradualness of the process, the less formal . associa- 

tions like the irrigation groups under BADC, should be included in the 

cooperative framework. These associations should be regarded as a first 

step towards organizing formal cooperatives, and should be entitled to 
get all the preferential treatments next to cooperative in al) matters of 

credits, loans, dealerships of supplies, etc, from the siaie. 
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i) The question of speed with which the expansion of HYV should 

take place and, 

4. Today there is ·a national ·consensus on the above analysis. 

Controversies, however, arise about, 

3. The basic issues involved need to be clearly understood. 

These are ; i) Bangladesh has one of the lowest rates of agricultural 

growth in the world. Yield of its main crop (rice) is 12 mds. per acre 

( 1/2 ton ), which is only I/5th of that of Japan, Spain etc. 

ii) Not surprisingly, the country has become increasingly dependant 

on import of food to meet its requirements even at a subsistence 

level. The import of food during 1972/73 alone was about 25 

lakh ions. It involved an expenditure of scarce foreign exchange 

to the extent of Tk. 115 crores ( in addition to food aid received ). 

iii) Production of food (the bulk of which is rice) can be increased 

only by an increase in per acre yield, very little additional land 

being available for new cultivation. 

iv) Per acre yield can· be increased significantly only by replacing 

local varieties (-! ton/acre) with High Yielding Varieties (1 ~on-I; 

ton/acre). 

2. The strategies advanced for achieving this goal are mainly two. 

These are ; i) Five year self-sufficiency Plan (A "balanced approach") 

by Planning Commission. 

ii) Two-year self-sufficiency Plan (A '•Self-reliant approach"). 

Against the backdrop of a critical world-wide food shortage a good 

deal of interest in our country bas recently centered around the question 

of attaining self-sufficiency in rice production in the shortest possible time. 

by 

MAHBOOBUL ALAM CHASHI 
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7. The questions that need to be answered in this controversy are 

as follows ; 

i) Is irrigation essential for expansion of HYV 'l 

ii) If not, can HYV be grown, on a large scale, without irrigation, 

inspite of the vagaries of flood and drought from year to year. 

iii) If yes, what is the maximum acreage in which Rainfed HYV 

can be grown ? Has this been determined scientifically 'l If not, 

how to do it ? 

iv) Can the input supply, storage and extension work be speeded 

up to match the expansion of Rainfed HYV 'l If yes, how 'l 

v) Are there any unacceptable risks agronomically and adminis- 

tratively in such "hasty" expansion of Rainfed HYV ? 

vi) On the other hand, are there any unacceptable risks for·· the 

national economy, prestige, and even its sovereignty as the food 

gap creates foreign exchange crisis and increased dependence on 

foreign countries for our very living 1 

·  8. In answering these questions, policy implications of the two 

approaches, from the overall national and international point of view 

would also have to be understood. 

9. The Planning Commission's ~'balanced strategy" is expected to 
~eep u1 dpendan!: 

i) On foreign countries for food import, (by purchase and/or aid ) 

ai a gradually declining rate, upto 1976/77. 

6. Those who disagree with this view, pointout that HYV is being 

increasingly grown by our farmers over the last 4 years under RAIN-FED 

conditions in FLOOD-FREE areas of Bangladesh. They contend that 

based on this experience, the nation's food· gap can be met within the 

next two ) ears, provided a massive effort by the whole nation is made in 

this regard. 

5. The Planning Commission feels that the expansion of irrigated 

acreage is essential for sustained growth of HYV on a scientific basis. 

It estimates that it will take 5 years to expand irrigation facilities (from 

J .3 m. to 4.2 m. acres) and other infrastructural requirements to produce 

enough rice to meet our needs. 

ii) The pre-conditions which must be satisfied for such expansion. 
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13. A deep national awareness, massive organisation of the people 

and direct commitment and involvement of the administrative, political and 

social leaders as also of the youth force are essential ingredients for the 

success of this approach. Will these be forthcoming ? 

12. An intensive, inward looking. programme of this magnitude 

can succeed only as a national movement. 

11. The alternative =Self-Reliant approach", if successful, will 

attempt to: 

i) Utilise unused and under-used-human and material resources, 

by a massive national mobilisation, to ·provide the foundation for 

this programme. 

ii) Wipe-out food deficit by 1974/75 and do away with our 

dependence on other countries for food import . 

. iii) Provide financing from our own resources (by foreign exchange 

savings) for irrigation and other needs for ''scienHfic agriculture" 

and national development. 

10. This price, if paid, may provide us "security" against the risks 

of floods and droughts. 

ii) On foreign companies for supplies of power pumps and tubewells, 

for their installation machinery at the initial stage and for spare 

parts, oil, fuel and lubricants for a continuing period. 

iii) On foreign aid to meet the expenditure on these accounts. 
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A large portion of the large scale industrial sector of the country 

is under public ownership. It is, therefore, a major responsibility of the 

government to make sure that nationalized industries are managed effi- 

ciently as this is crucial for the success of efforts for industrial revival 

and progress. The Plan has assumed that substantial saving will be 

generated in the nationalized industries sector (p.38).1 However, most of 

the nationalized industries are currently afflicted with numerous problems. 

Therefore, before we come to discuss the question of management of 

these industries, it is necessary to have a clear understanding of the pur- 

pose of nationalization. 

The announcement on 26th March 1972 nationalizing 313 industries 

(in just over three months of liberation} appears to be more of a reac- 

tion to circumstances and popular expectations than a step for which 

adequate preparations were made. It has to be recognised, however, 

that a major proportion of the enterprises, which were abandoned 

after liberation by the non-Bangalee owners, needed to be taken over 

foe operation anyway. and that the socialist outlook of the government 

demanded the nationalization of the Bangalee owned enterprises also. 

There should be no quarrel about nationalization as a necessary step, but 

the important fact is that at the time of nationalization there was 

no clear idea aboui the shape of management and orga11isational structure • 

. •The author is a Research Economist at the Bangladesh Institute of 

Development Studies, Views expressed are his personal, 

~All page ref erences unless otherwise specified are to the First five 

Ve~ i>Jan. 
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1. It should be recognised that the Plan was prepared with a number 

of severe constraints. Only about a year was available to prepare the Plan, 

while the newly organised Planning Commission was suffering from 

personnel shortage. Also, comprehensive and reliable data were not 

available Indeed, that a Plan document could be prepared in spite of all 

these constraints is a credit to the Planning Commission. To a great 

extent the Plan has succeeded in highlighting important issues and provi- 

ding a sense of direction to the ultimate decision making authority in the 

country. It is a flxible document, as all Plaas are, in the sense that it 

can be revised and improved upon as additional information and results 

of subsequent studies and analyses are made available. The chapter of 

the Plan on industry is a good job done, even if only for its success in 

identifying most of the important problems in this area. 

2. The industry section began by reviewing the industrial perfor- 

mance. since liberation. The production levels achieved in the post- 

liberatioo period have been presented relative to 1969/70. This shows 

the output recovery and progress relative to the pre-liberation base. Bus 

one wot!!.d immediately notice that the main concern is about capacity 

utilization. Very little attention has been paid, except passing reference 

here and there, to the question of productive efficiency although it is well 

known that poor productive efficiency is a major problem in the post- 

liberation industrial performance. Planners' concern ~bout output levels 

As a result, there was confusion and poor sense of direction. After 

nationalization, in the absence of well defined policies and programmes, 

may ad-hoc measures had to be taken for controlling the operation of 

the enterprises concerned. Thus, for example, the former owners of 

many Bangalee-owned enterprises were asked to stay on in-charge of the 

management of the units an arrangement that created a great deal of 

confusion and produced poor results in many cases because the dethroned 

owners no longer had the motivation to give their best and in 

many cases they also usedthe opportunity to serve their own interests 

at the cost or the enterprises' interests. However, the government was 

soon aware of the need for a comprehensive set of policies for efficient 

management of the nationalized industries sector, and accordingly a 

number of steps were taken to fill in this gap. This is reflected in the 

proposals regarding institutional arrangements and various policy 

guidelines contained in the First Five Year Plan. Our purpose in this 

paper is to take a searching look at these proposals and guidelines. 
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•, 
b, The Ministry of Industries is responsible for planning and 

coordination of the industrial sector within the framework 

laid down by the Planning Commission. It bas a Division 

called Nationalized Industries Division to deal with the nationa. 

lized industries, 

a. The Planning Commission coordinates and approves sector 

Plans. It is also responsible for the formulation of the 

overall industrial policy and working out of the investment 

schedule. 

It has been proposed that the sector corporations should have 

maximum commercial autonomy and the authority to conduct business 

directly with other ministries under the direct supervision of the 

Minister-in-Charge (p.252). This will remove the present requirement of 

channelling everything through the Nationalized Industries Division 

(NIDJ. Corporations, as guardians of assets of the enterprises, are also 

responsible for ensuring that the overall targets and objectives of the 

nationalized industries sector are achieved. This is not enough to clarify 

the freedom of action that an enterprise will enjoy. Enterprise are to 

function under the supervision, guidance, · advice and assistance of the 

respective corporations ( p.253 ). But from this the demarcation of 

responsibilities between the minister and the corporation and between the 

corporation and the individual enterprises is not clear. However, the 

PJan has recognised the need for such a clear cut demarcation of responsi- 

bilities. The present arrangements are full of conflicts and confusions. 

The sector corporations come within the purview of different ministries at 

one point or another. 

3. The Institutional Framework 

is understandable because or the prevailing scarcity conditions, but the 

question of efficinecy of resource utilization cannot also be ignored. more 

so in the present situation which is characterised by such acute resource 

scarcities. A review of the productive efficiency would have led to speci- 

fic proposals for improving efficiency in different industries through 

identification of the bottlenecks and might have produced a different and 

a more efficient set of industrywise investment allocations. 
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e. The Ministry of Labour is involved in matters relating to 

labour management. 

The above mentioned ministries are involved in a major way, but 

other ministries may also be involved in specific matters. In a situation 

like this, productive sectors cannot function effectively if they do not 

have the authority to pursue their interests as needed. Under current 

arrangements, the NID handles the business of all corporations, except 

jute mills corporation which has direct access to the minister-in-charge. 

It is a common complaint of the corporations that the channelling of 

matters through NID is a lengthy process involving abnormal delays 

and many bottlenecks. The Plan proposal of granting appropriate 

status or the authority to the Chairman of the corporations to be able 

to deal with other . ministries, if implemented, will certainly improve 

things. However, the suggestion to grant ·"appropriate status or the 

authority" is not a clear enough statement and may create considerable 

confusion. Does it mean that a corporation is proposed to be raised to 

the status of a regular government department or only to be given the 

minster's authority to deal directly with other ministries ? Is it that 

chairman of some corporations are to be given the ''status" and those 

of others only ''authority" and, if so, what are the criteria for 

choice ? It seems, however, that for a corporation chairman nothing 

short of the status of a secretary to the government is likely to 

bring about appreciable improvement in the corporations' effectiveness 

in its relationships with different Ministries. This is also likely to 

attract better brains and skills to the corporations. 

In so far as the relationship between the Minister and the 

corporation is concerned, the Minister, who is accountable to the 

Parliament and hence to the people, for the performance of industries, 

d. The Ministry of Commerce controls imports through the 

licensing system and is also responsible for promoting exports. 

The office of the Chief Controller of Imports and Exports 

under this Ministry is the main channel for this. 

c. The Ministry of Finance controls the institutions such as 

Bangladesh Bank, Shilpa Rin Shangstha, Bangladesh Shilpa 

Bank and commercial banks which finance long-term and 

working capital for the industrial sector. 

257 Management of Nationalized Industries 



PERSONNEL PROBLEMS 

There is critical shortage of able managers, engineers, accountants, 

economic analysts, marketing specialists and skilled workers in the natio- 

nalized industries. The main reason for this is the departure of non- 

Bangalees who filled most of these positions in pre-liberation days. 

It may be mentioned here that although, consultants have been enga- 

ged and committees appointed to make recommendations, a satisfactory 

set of rules of business for the nationalized industries sector is yet to 

emerge. As< a result, all the industries are suffering from management 

and communication problems. Inefficient and unmotivated functionaries 

are taking advantage of the situation ; and competent people do not have 

an effective framework to make determined efforts. The net result is that 

corporations are not able to provide effective guidance to the enterprises 

nor can they effectively tackle the problems of enterprises and keep watch 

on their performance. The general picture at the .enterprise level is that, 

there are many enterprises in any industry ; well synchronised production 

plans are not prepared, adequate management information are not 

maintained ; proper costing is not done ; appropriate budgetary control 

is not applied and very little cost consciousness exists. 

should be responsible for broad policy making. But the corporation 

may enjoy complete freedom within the policy frame to act in their 

own commercial interest and may not deviate from the commercial 

principles without precise instructions from the Minister. The line 

demarcating the responsibility of the corporation vis-a-vis the Minister 

should be clearly defined and adhered to so that the corporations' 

accountability to the Minister can be effectively implemented. 

Since the enterprises are the productive units where quick decisions 

are of paramount importance, they must enjoy adequate freedom of 

action. On this point, the plan proposal (p.253) of corporation guiding the 

enterprises in determining policies to achieve targets, objectives and budgets 

sound too restrictive in nature. This may create resentment on the part 

of enterprise managers and may create complication in the proper 

implementation of enterprises' accountability to the corporation. The 

line of responsibility between the coporation and enterprises should be 

clearly defined and enterprises must be given full freedom to act on 

commercial principles within the framework of guidelines fixed by the 

corporation and government polices. 
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As a result, the manning of managerial and technlcal positions has been 

a big headache. Many of these positions in corporations as well as 

enterprises are now either still unfilled or filled with persons who are 

ill-qualified and inexperienced. There have been cases where individuals 

received several promotions since liberation although they would not 

perhaps merit even one under normal circumstances. This together with 

poor industrial management and law and order problems has created a 

situation in the industrial sector which if anything is not conducive to 

productive activities. Thus even the available management resources 

have not been put to the best use. 

The First Five Year Plan (p.2 54-55) recognised the critical nature 

of the personnel problem and the need for urgent steps to develop 

managerial and technical skills and has also made some tentative pro. 

posals for management development pending the report of a committee 

set up to examine available facilities for management training and to 

work out programmes for developing existing and new institutions to 

cope with the responsibility of training for running socialist enterprises 

(p. 254). The need for an appropriate programme to meet the manage- 

ment resource gap within the shortest possible time cannot be over- 

emphasised. It should be noted that very little progress has so far 

been made in this respect. In fact, no systematic efforts have yet been 

made to ascertain the extent and nature of the present gaps in the sector. 

This knowledge is an essential pre-requisite for realistic programme to 

be worked out for achieving a satisfactory level of management and 

skill development within a reasonable time. 

The Plan has proposed the creation of management cadres in all 

corporations and the recruitment into the lowest tier through competitive 

examinations. If implemented, this will go a long way to attract young 

professionals with potential. The Plan has also appropriately suggested 

on-the-job and in-service comprehensive management training. It bas also 

been recognised in the Plan that the existing facilities for management 

training are very modest. There are only three organisations with limi- 

ted capacity, which off er training in industrial management viz. Mana- 

gement Development Centre (MDC) offering training to middle and 

higher level executives, Industrial Relations Institute (!RI) offering train- 

ing to trade union leaders and labour· welfare officers and Institute of 

Business Administration (IBA) offering diploma courses to working exe- 

cutives and degree courses to would-be executives, \l'he Plan bas 
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The same salary structure that applies to regular government 

departments also applies to this sector. The highest salary that a top mana- 

ger or technician can get is Taka 2000.00 per month, In addition, a 

large proportion of the previous fringe benefits, both monetary and in 

kind. has also been withdrawn. His present money income is about 

half of what he was getting before liberation. This coupled with mani- 

5. The Problem of Motivation and Incentive 

There are serious problems of motivation and incentive in the 

reward structure of the nationalized sector. Although the Plan bas 

recognised that without proper incentives adequate response from either 

management personnel or workers wiil not be forthcoming, it has failed 

to suggest necessary guidelines for creating appropriate motivation and 

incentive structure. 

It has also been rightly suggested in the Plan that training insti- 

tutes should maintain close liaison with corporations and enterprises. 

The need for close liaison between training institutes and industries 

cannot be overemphasised as training programmes, to be useful, must 

be geared to the requirement of the industries. There must be institution- 

al arrangements for constant feed back from industries so that train- 

ing programmes can be reviewed and improved in terms of both con- 

tent and design to suit the needs of the industries. 

proposed that, wherever necessary, these institutes should be reoriented 

to socialist goals. It has also proposed the establishment of another 

diploma level institute to train large number of socialist management 

cadres somewhat less intensively. Sure enough the training needs are 

much greater than the proposed expansion in facilities. But the develop- 

ment of training facilities, particularly training staff and training materi- 

als is a very difficult and time consuming proposition. A strong base 

is needed to be established first. The expansion that has been propo- 

sed is apparently modest is terms of needs, but will still be difficult to 

realise, its efforts do not match proposals. The most urgent need is an 

estimate of the extent and nature of training needed in different indus- 

tries so that reorientation of exsiting facilities and expansion thereof can 

be properly planned with due emphasis on human and material resource 

constraints to achieve best results under the prevailing conditions, Need- 

less to say, adequate efforts must be forthcomming for the results to be 

achieved. 
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Regarding labour again the problem is very acute. The importance 

of workers' cooperation for achiveing objectives of nationalization cannot 

be overemphasized. A motivated labour force committee to raising pro- 

ductivity is essential to ensure success. But the motivation of labour 

depends on what be gets out of his efforts and how far he is involved 

in the decision making process. Very little progress has been made so 

far in the matter of workers' participation in management. The proposed 

policy is that workers' participation in management at both policy 

making and workshop levels in nationalized enterprises should be 

ensured through workers' representation on management boards and 

work committees (p. 257). · Ii is expected that this will improve work 

atmosphere and efficiency of enterprises by breaking the traditional con- 

tradiction between labour and management and will thereby bring about 

a spirit of partnership and corporation among all. Labour policy is yet 

to be finalised. For a successfull involvement of workers in manage- 

ment, a realistic system has to be developed keeping in view the currently 

prevailing mistrust between the two groups which needs to be removed 

first to prepare the ground. Awareness of workers' participation in 

management on the part of managers and realization of the importance 

of efficient management on the part of workers. No policy will work 

if i~ fails to identify and provide for the removal of the causes for the 

present poor labour-management relation in the nationalized industries 

and to create conditions in which both managers and workers find it 

worthwhile to work together continuously to improve the efficiency of the 

enterprise to which they belong. The purpose and the need of worker 
and managers working with a team spirit should be clearly known to 
both the groups and they should have their responsibilities clearly 
defined and also known what benefits to expect, It is no good 
otherwise to have a well-designed system. 

fold increase in prices has reduced his real income to so low a level 

(compared to what he was enjoying previously) as to erode his motivation 

and drive badly. Moreover, he enjoyes none of the powers and glam- 

ours of state officials and has to function since liberation in a situation 

characterised by institutional weakness, personnel shortage, labour prob- 

lems, scarcity of spares and raw materials and financial problems. As a 

result, he is frustrated and even bewildered. This is not to argue that 

his salaries and other benefits should be the same as before in the 
present socialist system. The main point is that, in productive enter- 
prises, there must be enough incentive and a favourable atmosphere 
for the managers and technicians to give their best. 
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The question of pricing policy for the nationalized industries, is a 

very involved issue. If the enterprises are to be allowed to operate on 

commercial lines, as is proposed, they should be free to make their 

production. decisions and, hence, to fix their prices on the basis of 

market conditions. But most of the industries are now state monopolies 

and the government is concerned so that consumers get fair prices and 

also that inefficiencies are not covered by profits made through high 

prices in·scarcity conditions, as are prevailing in the country now. In 

these circumstances, there may be a good case for the government to 

exercise control over prices. Particularly, there may be a genuine 

6. The Pricing Policy : 

As the problem of motivation and incentive is so acute, one would 

have expected to find in the Plan a closer examination of the problem 

and appropriate guidelines for its solution. 

In the question of reward also, he has reasons to feel frustrated. It 

is true that wage increases were granted once in May 1972 and again 

recently on the recommendation of Industrial Workers Wage Commission 

and his present monthly income, on average, is just under Taka 100.00 

higher than before liberation. But price rise have eaten away more 

than the increase in his money income ; and he is now worse off than 

before. In addition, housing, sanitation and hygiene, medical and recrea- 

. tional facilities are extremely poor. No systematic study has yet been 

made to find out the level of these facilities available in different 

enterprises. The prevailing circumstances has provided genuine ground 

for workers to feel agrieved, Again, leaders of rival trade unions, are 

trying to win the loyalties of the workers in confused atmosphere by 

making promises such as complete workers' ownership of enterprises, 

a major share of profits for workers, complete workers' control over 

management etc. This has made a bad situation worse. The unfulfilled 

demands of workers, some genuine and some unfounded, fueled and fanned 

by different union leaders, have founded expression in labour unrest- 

strikes, hartals and gheraos. This has led to a serious breach of 

communication between management and workers. Thus, not only that 

workers could not be organised into a motivated social group committed 

to raising productivity, the situation has been allowed to take a shape 

that has threatened the very basis of industrial progress. 
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The Plan has nroposed a few guidelines for price fixation in the 

nationalized sector. It has been proposed that all cornorations/enter- 

prises are to free to fix their prices up to 10% over their costs of 

production : and that a special Prices and Tariff Commission will keep 

watch on these costs and prices. In order to make sure that allowed 

markup limit is being adhered to an adequately manned Prices and 

Traiff Commission is essential. However, this Commission is yet to be 

established. It is also not sure that even if there was a suitably equipped 

commission, the method or price fixation by allowing a percentage 

markup on actual costs will be an efficient one. For one thing, there 

will be problems of obtaining reliable cost data for the purpose of 

keeping watch on prices. Moreover, there will be a wide range of costs 

for different enterprises in an industry and, if there is not to be a 

whole range of prices for a product, some kind of an average will 

have to be worked out on which to put the markup. Clearly this will be an 

extremely complicated procedure to follow. Changes in costs over time 

will make it even more difficult to handle. However, a more efficient 

way to handle the problem may be to have the Prices and Tariff 

Commission or perhaps the Corporations themselves, under the super- 

vision of the Commission, work out standard costs of production for 

different products at a given time, which can then be adjusted as condi- 

tions change. It should be possible to work out standard costs relative!?' 

easily. 

need for supplying and agro-input like fertilizer at low prices. This can 

be done by the government fixing the price at an _appropriate level or 

by allowing the industry to fix its prices with a profit margin within the 

guidelines fixed by the government and, then, compensating consumers 

by budgetary subsidies and distributional controls. The latter method will 

permit easy estimation of subsidy paid ; and the First Five Vear Plan 

(p.261-62) has recommended this method. Tn practice, however, prices 

of products such as fertilizer, newsprint and sugar are still centrally 

determined. Whatever be the method used, if goods are to be provided 

to consumers at subsidized prices, it is essential to establish suitable 

distributional institutions to ensure fair distribution of goods at controlled 

prices and ensure against blackrnarketing : but the institutional arrange- 

ments are far from satisfactory fair distribution of goods has not been 

ensured and large scale blackmarketing is taking place. 
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7. We have looked at the salient management issues within the 

context of policy planning. But all problems in any sector, particularly ~ 

the nationalized sector, cannot be solved through policy planning alone. 

Policy planning takes place in a political context, which ultimately 

determines that planning. Therefore, solution of certain basic issues 

needs political attention. For instance, a satisfactory solution to the 

labour problem lies primarily in the political arena. It is, therefore, essen- 

tial that the political framework provide the best possible environment 

for optimum management of the nationalized sector in the interest of the 

society. 
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MODERN JUTE MANUFACTURING INDUSTRY 

Jute was first spun by machine by the Flax Spinners of Dundee 

in 1832 and the jute mill ind us try started in Scotland in 1833. It spread 

to France in 1843, U. S. A. in 1848 and to India in 1855 followed by 

Germany in 1861, Belgium in 1865, and Austria in 1869. At about the 

same time the industry sprang up in Italy, Holland, Spain & Czechoslovakia. 

Japan came to the scene in 1889. 

The year 1855 in an outstanding land mark in the history of the 

jute industry in the Indian Sub-continent. In that year Mr. George 

Ackland previously a coffee planter in Ceylon started the first Spinning 

Mill at Rishra-i-the Rishra Yarn Mill ~ompanr, near Serampore in inv 

34- 

Although the modern jute mill industry in Bangladesh started a 

few years after the partition of India, for several centuries before there 

had been an important jute cottage industry in Bengal and =Weavers 

used to dye the fabrics in red, black and yellow colours of their own>, 

for local use as well as for exports". From the beginning of the 19th 

century hand woven jute goods appeared prominantly in the export 

trade of Bengal. In 1805 the value of exports of gunny cloth and bags 

was Rs. 180, 273. It rose to Rs. 2.7 million in 1849/50 and to Rs. 

8.5 million in 1865/66. By then the jute mill industry bad already 

been established in India and due to competition export earnings from 

hand woven products started falling. In 1880-84 the total export earnings 

from jute goods were Rs. 11.30 million of which hand woven products 

accounted for Rs. 269,533 only. By 1887/88, the value of total exports 

of jute goods was Rs. 11.52 million of which the value of hand loom 

products was only Rs. 89,220. Thereafter, the handloom jute industry 

declined and by 1908, it practically ceased. 

THE JUTE HANDLOOM INDUSTRY 

First Five Year Plan Physical Targets For The 

Jute Industry in Bangladesh ( 1973- 78) 
By 

RAKIBUDDIN AHMED 



First ·Plan Period (1955-60) 

During the first Plan period another 6 mills were established and 

3,000 new looms installed. Thus 14 mills operating at the end of the 

first Plan period in 1959/60 bad altogether 8,000 looms of which •7,750 

looms operated. They produced 256,000 tons of jute goods of which 

196,790 tons were exported the foreign exchange earnings exceeded 

Rs. 232.00 million. The industry consumed 154 million bales and pro- 

vided jobs to 50,000 people. This was a very encouraging rasult and 

another 10,000 looms were sanctioned for the Second Plan Period 

( 1960-65) to bring the total loome to 18,000 by June 1965. 

Second Plan Pariod (1960-65) 

All the 14 jute mills spread over Dacca, Khulna and Chittagong 

areas were set-up with. interest f.ree Govt. capital and duty free import 

9f machinery and spares, but were finally owned 09 Wes; Pakistanis 

JUTE INDUSTRY IN BANGLADESH 

Pre-Plan Period ( 1950-55 ) 

The growth of Industry in Bangladesh was largely due to the pioneering 

efforts of· the PIDC which was set up in 1950. The first Jute mill- 

Adamjee Mill No. I-went into partial production on December 21, 1951. 

In 1951/52 (December-March) only 1,400 tons were produced. In 1952/53 

17,600 tons were produced and the first consignment of export of 

200 tons was sent to the U. S. A. in May 1953. At the end of the Pre- 

Plan period in 1954/55, 8 mills were set up and 5000 looms were ins- 

talled of which 3,300 looms operated, 61,000 tons of jute goods were 

produced; local consumption was 46.000 tons and 15,000 tons valued 

at Rs. 23.I9 million were exported. The Industry consumed 500,000 bales 

of raw jute and provided employment to 35,000 people. 

district of Hoogly on lands which afterwords became the site of the 

Willington Jute Mill. The Rishra Yarn Mill gave an out put of only 

8 tons per day or some 2,400 tons a year. From this humble beginning, in 

1939/40 i. e., in the first year of the 2nd. world war, India produced 

1.26 million tons. of which 1.1 million tons were exported. Jn 1947/48 

( the year of partition ), India had some 67,000 looms, produced. 1.07 

million tons of jute goods of which 872,000 tons were exported & earned 

nearly Rs. 1280 million in foreign exchange. 
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Thus the development of the [ute industry has been very rapid indeed. 

Ii is shewn below in a tabulated form : 

By 1969/70, another 27 mills (14 mills Public Sector and 13 mills 

Private Sector ) were established in Bangladesh, bringing the total number 

of mills to 53. As many as 8,719 new fiat looms and 980 broad looms 

were installed making the total number of installed looms to 23,049. 

In 1269/70 average number of looms operating was 21,508. They pro- 

duced 587,500 tons of jute goods and exported over 498,000 tons. The 

foreign exchange earning from jute goods were Rs. 770 million. The 

number of persons employed rose to 760,000 and consumption of raw 

jute by mills to about 3.5 million bales. 

Encouraging performance of the 2nd. Plan enabled Government to 
approve another 10,000 looms (6,250 in the Public Sector to be set-up 

by EPIDC and 3,750 looms in the Private Sector ) bringing the total 

loomage to 28,000 flat looms. In addition, 2,500 broad looms were 

sanctioned for both Private and Public Sector. 

Third Plan Period (1965-70). 

and there was a pressure from Bangladesh (the then East Pakistant) to en- 

courage local participation in the jute, industry. PIDC was, therefore, 

bifurcated with effect from July 1962 and. EPIDC came into existance. 

It was to set-up 6,750 looms and private Sector 3,250 looms, by the 

end of the Second Plan period, in June 1965 EPIDC set up 12 new 

jute mills in association with Bangalee entrepreneurs and installed 3,000 

looms and another 2,320 looms were installed by the private sector. 

Thus 5,320 looms were installed during the Second Plan period, bringing 

the total number of looms to 13,320. Remaining 4,680 looms of the 

sanctioned capacity was carried over to the Third Plan period. Hence, 

at the end of the Second Plan period in 1964/65, 26 mills were set- 

up and 13,320 looms were installed of which more than 10,000 looms 

were operating. They produced over 289,000 tons of jute goods and 

after meeting all internal needs 253,000 tons were exported. The foreign 

exchange earnings were nearly Rs. 318.00 million. Employment in the 

industry rose to 76,000 persons. 

267 Physical Targets For Jute Industry 



Thus from nothing upto December, 1951 within 19 years from '1952 to 

t970, the world's Second largest jute manufacturing industry came to be 

established in Bangladesh providing employment to 760,000 people and 

making an overwhelming contribution to the nation's foreign exchange 

earnings as shown below; 

The above table relates to the integrated jute mills which produce 

both yarn and fabrics. They do not include carpet units and Seven Yarn 

mills which have together 6,088 spindles. So, there were approximately 

60 units with 23,000 looms and 332,000 spindles in 1970. Several other 

composite mills and seperate broad loom units were under various stages 

of constructions. 

ENDING OF PLAN PERIOD 

1954/55 1959/60 1964/65 1969/70 

1. No. of Mills 8 14 26 53 

2. Looms installed 5,000 8,000 13,320 23,049 

3. Looms operated 33,000 7,750 10,007 21,508 

4_ Jute goods produced 6I,OOO 256,280 289,122 587,500 

5. Home consumption 46,000 50,810 68,800 89,900 

6. Exports (tons) 15,000 196,790 253,000 498,000 

7. foreign exchange 

earning (Rs. million) 23.19 223.30 319,W 770.40 

8. Raw jute consumed 

(bales milion) 0.50 1.54 1.70 3.50 

9. Persons employed 35,000 50,000 76,000 160,000 

-------·-·---------- ----------------- 

Period 

(1965-70) 

Period 

(1960-65) 

Period 

(1955-60) 

First Plan Second Plan Third Plan Pre-Plan 

Period 

(1950-55) 

ITEMS 

GROWTH OF THE JUTE INDUSTRY IN BANGLADESH 
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an overwhelmingly large share of the total foreign exchange earnings of 

Bangladesh. From 1959/60 to b69/70, in no year ii was less than 91 % 
and in some years it was as high as 98%. The average for the 11 years 

was 94%. The prosperity and adversity of the country therefore, moves 

with the prosperity and otherwise of the jute economy, prior to 1969/70 

the earnings from jute goods were always less than those of raw jute. In 

that.year the value rceived from jute goods exceeded that from raw jute 

by about Rs. 4.6 millions. An important feature is that while the share of 

raw j ute is continuously falling, that of jute goods is continuously rising. 

But the export of raw jute continues to be as important as jute goods. 

Some 60 countries of ~Q.e world buy either raw jute or jute goods o~ 

both from Bangladesh. 

(Earning in Rs. million) 

----- 
Year Total Raw Jute Jute Goods Yield Jute Goods 

July-June Earnings 

from all % of % of % of 
Corn mo- Earning Total Earning Total Earning Total 

di ties Earning Earning Earning 

1959/60 1079.58 760.40 70.43 223.30 21.62 953.70 92.00 

1960/61 1250.18 871.80 69.23 319.90 25.45 1191.70 94.64 

1961/62 1300.56 869.70 66.86 338.90 26.58 1208.60 92.92 

1962/63 1249.26 847.50 67.84 317.10 25.30 1164.60 93.32 

1963/64 1224.14 775.70 63.36 341.20 27.80 1116.90 91.23 

1964/65 1968.13 926.UO 73.00 319.50 25.22 1245.80 98.22 

1965/66 1614.13 977.80 64.55 591.70 39.07 1569.50 97.23 

1966/67 1574.65 909.20 57.73 630.80 40.00 1540.00 97.73 

1967/68 1484.15 798.40 58.79 580.60 39.12 1388.20 92.81 

1968/69 1542.74 749.~0 48.56 660.40 42.80 1409.80 91.38 

1969/70 1640.00 765.80 49.69 778.40 46.97 1536.20 90.67 

(estimated) 

The above table shows that Jute and Jute goods contribute to 

SHARE OF JUTE GOODS IN THE TOTAL EXPORT EARNINGS 

OF BANGLADESH FROM 1959/60 TO 1969/70 
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(b) Devalued currency, . (a) Includes consumption in Pakistan, 

(c) Bangladesh only. 

1970/71 1971/72 1972/70 

1. No. of Mills (worked) 69 71 73 

2. Looms installed 24,000 24,315 25,026 

3, Looms operated 19,148 15,188 20,033 

4. Jute good produced (tons) 470,277 315,328 446,308 

5. Home consumption (tons) 76,106 (a) 32,532 (c) 30,267 (c) 

6. Exports (tons) 381,942 221,029 411,553 

7. Foreign exchange earned (T/m.) 667.80 689.21 1400.00 (b) 

8. Raw jute consumed (B/s. million) 2.77 1.85 2.70 

9. Persons employed 154,000 (89%) 161,662(92%) 

(attended) (attended) 
- 

POSITION OF THE JUTE INDUSTRIES DURJNG 1970/71 TO 1°972/73 

' This will be clear from the performance of the industry in the past 

3 years as shown below ; 

Other significant aspects of the jute industry includes our developing 

and friendly relationship with foreign countries, structural changes in the 

national economy, enhancement of technical skill and improvement of the 

quality and attitude of the human material. The social and educational 

values of these developments cannot be expressed in terms of money ., 

An industry of such vital importance is now on perilous struggling for its 

survival. 

The real value of these foreign exchange earnings would be much 

larger than their nominal value when we consider the various types of 

goods and services we import in return. Most of these imports consist 

of commodities and services which we do not produce but which are 

most urgently needed by us to maintain the entire economic system and the 

continuation of its day to day existence and development programmes. In 

fact, jute brings for us food, clothing, building materials and life saving drugs 

etc. services as the mother industry of all other industries which depend on 

imported materials and equipments. 
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Press reports indicate (Bangladesh Observer March 10, 1974) that 

in the first 8 months of the current financial year (1973/74), total pro- 

duction amounted to 325,000 tons or a little over 40,000 tons a month. 

It is also reported that the target of production for the year 1973/74 is 

560,000 tons. The year started with a steady production of about 47 ,000 

tons a month, if these trends continue the ~aq~et 560,000 tons may be 

are shown below : 

Total Monthly Maximum Minimum 

Production Average 
---- 

1969/70 587,487 48,957 54,512 (Jan'701 39 ,606 (Feb'70) 

1970/71 452,231 41,110 61,184 (Jan'71) 4,267 (Apr'71) 

1971/72 315,028 26,277 41,384 (June'72) 2.213 (Dec'71) 

1972/73 446,308 37, 192 44,824 (Aug'72) 27,482 (Apr'73) 

One striking feature of the jute industry before liberation was 

continuous upwards trends, but after liberation. the monthly production 

trends have become very unstable. The maximum total production of 

jute goods was 587 ,487 tons in 1969/70 giving a monthly average of 

43,957 tons with a maximum of 54,512 tons in January 1970 and mini- 

mum of 39,606 in the very next month. Comparative post-war trends 

Compared to 1969/70, the installed capacity by 1972/73 increasing 

by about 2,000 looms making the total Ioomage to over 25,QOO capable of 

producing under normal condition 800.000 tons in two shifts but only 

446,000 tons were produced, i.e, 142,000 tons less than that of 1969/70. 

The foreign exchange of Taka 1,400 million though looks large would be 

less than Taka 600 million in terms of 1970 currency rate. The worst year 

was 1971/72 when the performance was the poorest, when production was 

only a little over 315.000 tons and exports only 221,000 tons. The fact 

that the production in the first 6 months of liberation i. e., January-June 

J 972 was better (170,217 tons) than that of the 6 montns of war period 

July-December l 97l. (130,050 tons) shows that the industry was by and 

large intact. It was therefore, expected that by the end of December 1972, 

the jute industry will recover to the level of pre-war position, but even 

now it has not done so. Although the position improved in the lst 6 

months of l 972/73 (240, 128 tons) it again fell to 202, 180 tons in the last 6 

months whereas logically speaking, it higher than that of at least the first 

6 months. 
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achieved, but still it would be 27,000 tons less than the production of 

1969/70. The result is continued financial loss to the national exchequer 

and retardation of foreign exchange earnings. Question has, therefore, 

arisen and very pertinently, why not the industry been able to jerk out 

of the continued stale mate and reach the take-off position ? 

According to the Planning Commission the installed capacity of 

the jute industry in 1972/73 was 'i92,000tons against which only 446, t70 

tons were actually produced in that year. This represented 56.85% 

capacity utilization as against 74.18 % in 1969 /70 This slow recovery 

bas been due to several causes emanating from war dislocation post-war 

pilferage and abrupt changes in industrial and commercial policies, besides 

organizational and management gaps. 

In addition to colossal loss of life and human sufferings over 65% 

of the capacity owned and managed by Pakistanis was found abandoned 

involving serious management problems; and loss due to war damage 

and post-war pilferage in the jute industry's physical sector alone was 

estimated at Tk. 69.9 million. The immediate task .of the nation was 

to restore normally and to bring the production to pre-liberation stru- 

ggle level, i.e., 1969/70 position. For this purpose Govt. took up all 

the abandoned mills and later on, with the introduction of nationalization 

policy, the Bangalee owned mills as well. The BIDC was disbanded and 

several new·corporations were set-up the BJMC being entrusted with the 

jute industries. As the new Corporation had to be set-up in a hurry 

certain organizational gaps between operational and decision making 

components became inevitable and still continue. The creation of a new 

Ministry of jute bas considerably eased the situation, but the success of 

the Corporation or even of the jute Ministry itself largely depends' on 

other sister agencies dealing with finance foreign exchange, power, trans- 

port and law enforcing authorities and the like-all of which have been 

vitally disturbed by war dislocation and post-war organizational changes 

some of which were obviously unnecessary and have now proved to be 

obstacle rather than aids to quick recovery. And with these may be 

added the inherited and inherent problems of a rapidly growing industry 

which in fact grew faster than the growth of the social infrastructure 

such as inadequacy of spares and accessories, insufficiency and irregularity 

of costly power supply, high cost of imported inputs and consumables 

heavy taxes and freights, Jack of finance and difficulties and delays in 

the availability· of imports licences and lack of institutional f~cp~ti~~ ~ . . . . ' . 

Political Economy 272 



35- 

Out of 27,500 looms of the Third Plan target 25,000 were Hessain 

and Sacking looms and 2,500 were ·broad looms to produce respectively 

800,000 tons of Hessain and Sacking and 120,000 tons of carpet backing-all 

in two shifts. 

As against these expanding targets in the past, the Bangladesh 

Planning Commission has set the following capacity profile indicating 

the productions of 777,000 tons in 2 shifts and 966,500 tons in three- 

shifts in the terminal year 1978. As working three shifts has seldom 

been a practical proposition without causing damage to machinery and 

skill, the nation will virtually go back to the position of 1969/70 at the 

end of the Plan period. Bangladesh First Five-Year Plan capacity pro- 

.file for the jute industry is as follows, 

LOOMAGB CAPACITY 

Pre-Plan l st Plan 2nd Plan 3rd Plan 

195f'f55 1955/60 1960/65 1965/70 

H/S HJS H/S H/S103 

1. Targets 6,000 12,000 18,000 27,000 

2. Achievement 5,000 8,000 13,320 23,000 

in the absence of. agency houses for import and exports and lack of 

transport facilities like Railway wagons, barges and tugs and of course 

shipping space. And with these may be added the problems of insuffl- 

ciency of managerial and supervisory. staff on the one hand and militant 

labour problems on the other. And above all lies the running price hikes. 

It is against this background that the Planning Commission thou- 

ght it wise to recommend consolidation and strengthening of the existing 

position rather than Planning for any expansion, and a major emphasis 

is p1aced on research studies. '•However, it has not altogether ignored 

expansion of production capacity ; but its target in the terminal year 

1978 is utterly inconsistent with the past 20 years' trends and com- 

pletely irrelevant in the present context of the joot boom in the world 

arising out of the difficnlties faced by jute's competitors (~ynthetics) 

due to the oil crisis and steady increase in the demand for jute goods. 

The targets and achievements in terminal years of the previous Plan 

period are shown below ; 
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For many years India bad been suffering from the cancer of 

excess capacity. Her maximum production was 1.3 million tons in 

1964/65 following her record export of 918,000 tons in 1963/64. Since then 

her production and exports fell almost coutinuously and those of Bangla- 

desh were rising rapidly. How desparate the position of the Indian 

industry was, can be seen from the facts that as late as in 1970, in 

5 months between March & July (1970) production loss in carpet backing 

was 60,000 tons, exports dropped by 71 % costing India nearly Rs. 38 

crores in foreign exchange, upto September 1970. The position 

remains the same and nearly 75% of the capacity created by a total 

investment of Rs. 20 crores is now unutilized, (Industrial and Commercial 

Advice and news service (21.9.70) Calcutta). <Three years' position prior to 

liberation war is as follows : 
' 

Let us see in this context what bas been happening with the jute 

industry in India which, with 60% of the world's jute manufacturing 

capacity as against 16% of ours, desires our economy to be comple- 

mentary. 

After about 20 years of aggressive expansion under Pakistani rule, 

the Planning Commission of independent Bansladesh has set a target of 

stagnation till 1978 as circumstances forced them to do so. 
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Bench-Mark Terrninal Year (1978) 

Physical Actual Physical Production Increase 

Capacity Production Capacity Target in Remarks 

(looms) (tons) (looms) (tons) Capacity 

* 
1. Hessian 14,350 182,970 15,040 264,912 6.90 includes 

(341912)* 3rd shift 

operation. 

2. Sacking 8,151 284,089 8,406 389,110 2 55 

(503110)• 

3. Broad 

Looms 2,146 89,366 2,637 123,448 4.91 

24, 647 556, 425 26,083 777,470 1486 

(06840) 



The trends are self explanatory. In the pas! three years, while 

Bangladesh industry has been struggling for survival, the lndian industry 

has not only checked the decline and consolidated its position, but also 

has significantly improved its performance in all sectors . .NoJ only this, 

India is going in for rapid expansion, because the demand for jute goods 

has been rising rapidly at home and abroad. 

It is stated in the Statesman of February 28, 1974 that 'In view of 

the tremendous loom in the jute goods market, both internajional and 

domestic, the Jute Industry has been asked by. the tJnion Commerce 

Ministry to arrange for an investment of Rs. 120 crores during the 

next five year ~o achieve an expansion of production from the c~rent 

---·-····-·--· - . 

(hundred thousand tons) 

1970/71 1971/72 l':J72/73 1970/71 11)71/72 19n/73 
-- 

1. Production 9.63 11.18 10.44 .4.70 3.15 4.4o 

2. Exports la) 5.79 6.56 5.96 3.82 2.21 4.12 

3.· Internal consump- 

tion (a) 4.58 4.92 4.64 0.45(b) 0.33 ._0.50 

(a) In metric tons. (b 1 Revised. 

POST LIBERATION PRODUCTION OF JUTE AND JUTE. 

GOODS IN INDIA-BANGLADESH 

After liberation the relative position has reversed as can be seen 

from the following table ; 

(hundred thousand tons) 

India Bangladesh 
--·--·· ······ ··------ 

1967/68 1968/69 1969/70 1967 /68 1968/69 1969170 

1. Production 11.24 9.17 9.54 5.12 5.18 5.87 

2. Exports (a) 7.08 6.27 4.67 4.25 4.54 5.21 

3. Consumption (a) 3.50 3.70 4.16 0.78lb) 0.77(b) 0.89(b) 

{a) In metric tons. (b) Includes export to Pakistan, consump- 

tion in Bangladesh was about one third. 

PRE-LlBERATION PRODUCTION AND DISTRIBUTION OF 

JUTE GOODS IN INDIA-BANGLADESH 
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prices. 

60' to 100 .... wide 

100' to 130'"' ,, 

131"! to above 

Hessian 

Carpet backing 

Carpet backing 

Carpet, mats, and upholstry 

Sacking 

=30% 

=5% 

=10% 

=15% 

=40% 

100%' 

This will bring an additional income in foreign exchange from 

[ute goods alone of Tk, 1,600 million to. Tk .. 21000 million a~ current . 

PROPORTION OF ADDITIONAL 400,000 TONS 

In view of 'this situation, the targets of the jute goods in Bangla- 

desh in its first plan period should be raised from present 800,000 

tons to 1,200,000 tuns by 1980. Considering the market trends prevai- 

ling in the world the additional 400,000 tons should be produced in jhe 

following proporation ; 

The prospects of the Bangladesh jute industry has also brightened 

· because international demand is rising and India's domestic demand is 

also increasing rapidly thereby curbing the position of her exportable 

surplus, while polypropylene, the chief synthetic competitor of jute has 

lost aggressive competitive strength on account of spirallmg oil prices. 

1.3 million tons to at least 1. 7 million tons a year". A joint com- 

mittee has already been set up with the representatives of the industry 

and the Ministry of Commerce under the Chairman ship of Mr. S. N. 

Chakravarti, the Jute Commissioner to administer· the funds to be set 

part by mills and if necessary, from the financial institutions. Fifty crores 

will be spent for modernization and an equal amount of balancing of 

spinning and weaving by installing new machines. Another sum of 

Rs. 20 crores will be spent for setting up 5 new jute mills-one each 

in Andhra, Orissa, Bihar, Tripura and Assam, and each mill costing 

Rs. 4 crores. It is estimated that domestic requirement would increase 

from present 600,000 tons to 900,000 tons and export would rise 

from present 600,000 tons to 800,000 tons during the next 5 years. If 

necessary, more mills ·would be set up, existing mills would produce 

200,000 tons and another 200,000 tons would be produced by the 

new mills. 
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The year 1974/75 shouid be exclusively devoted to salvage tbe 

industry from existing morass and a vigorous drive is to be started to 

achieve the revised targets. To do it there will be the need for 

affecting certain policy changes. in addition to meeting the financial and 

material requirements of the industry. 

In 1972/73 the Jute Mills Corporation suffered a loss of Taka 255 

million for a variety of reasons. It started with denuded stocks and 

inventories and a negative bank balance. It needed over Taka 1060 

million and never got more than Taka 500 million ; out of its foreign 

exchange requirements of over Taka 170 million, it received only Taka 

40 million or less than 25%, about 15% of the 160,000 odd workers 

''Employed on their own terms" made the life of the officers miserable by 

"assault, Gherao, kidnapping and insult". Frequent power failures caused 

production loss of Taka 165 million and debarred two mills with 750 

looms from going into production. Another Taka 100 million might 

have been lost due to labour unrest. Goods sold could nos be shipped 

for want of tugs, barges and shipping space. Insurance claims of about 

Taka 112 million could not be received. .BJMC had to hire BlW !C 

barges at 100 % premium on fixed rates for reasons best known to these 

corporations ; and being a Govt. sale Agent it could not adopt the 

tactics of price manoeunverabihty so common in international deals. And 

it is going understaffed wuhout the power to hire and fire and without 

support of market studies or produce development research. 

In addition to. these, there are other pro biems arising out of 

fiscal, financial and monetary policies which are eating into the vi_tals 

of the industry. Hence. there shouid be no wonder why the Corporation 

could not salvage it in two years and the Planning Commission rightly 

could not look forward for higher targets. 

In its anxiety to build •·Sonar Bangla" Govt. has adopted a policy 

of· wide· spread nationalization. Questions have arisen as to its justification 

and efficiency as a measure for re-construction of the country's war· 

ravaged economy. The matter needs to · be carefully and calmly re. 

examined. 

Nationalization in itself is not undesirable. It is sometimes 

necessary in the case of utility services like water, electricity. transport, 

etc. with a view to supplying them _regularly and at cheap prices. I~ also . 

envisages the taking over of those establishments which are owned and 
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managed by foreigners engaged in exploiting natural resources like Oil, 

Gas, Coal. The erstwhile EPIDC set up the Muslin Cotton Mills with 

a view to supply cheap yarn to the handloom weavers and the EPIDC 

followed a no-loss/no-profit-price policy. The objective of the Karanaphuli 

Paper Mills was almost the same. But to-day they have become sources 

of consumer exploitation. 

The Government of Bangladesh was fully justified in taking over 

mills which were owned and managed by Pakistanies and which were 

left by them. But they also nationalized industries owned and managed 

by Bangalees and BLDC. At the same time they left the foreign establish- 

ments untouched for obvious reasons, and type of nationalization currently 

obtaining in the country, far from helping the industries seems to have 

proved as obstacles to them, resulting in continued financial losses on the 

one hand and curtailment of employment opportunities on the other hand. 

The investment climate has also ceased to be congenial. I~ is, therefore 

necessarry to encourage pnvate enterprise and allow people to participate 

in the reconstruction and development programme of the nation. · 

The Industrial policy of the erstwhile Pakistan Govt. was that, 

subject to certain conditions, industries should be developed by means of 

free enterprise. "Free play" will be given to private enterprise and individual 

initiative. Under this policy a few ind ustries were establisned by the Govt. ; 

some industries were estabusheo jointly by Public and Pnvate enterprise, but 

by and large, the pnvate sector became dominant and the rgsult was conspi- 

cious. The Industrial exhibition now going on in Vacca is a partial testi- 

mony of the role Government in industries which should be one of assistance 

and guidance rather than of control. 

Under a very compelling situation, Govt. bad to take up the 

management of abandoned mills and quickly declare its policy of nationa- 

lizatioa. As a result private enterprise has been replaced by one 

of State enterprise and state managements. This is a new experiment 

against a new national setting based on the wrong assumption tnat free 

enterprisers are grasping-profiteers, forgetting the fact that society has 

to pay those who make sacrifice and save, invest capital and provide 

enterprise, skill and industrial leadership, bear all risks of loss and 

uncertainty and enhance labour amenities, stabilise working of commer- 

cial and industrial institutions and thereby create economic prosperity 

and employment opportuniries. Tcdy's capitalism everywhere is people's 

capitaliam. Two world wars have proved that free enterprise, properly 
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In the context of the prevailing industrial situation in the country 

it is advisable to relax Govt. control and management of industries and 

trade as far as practicable. Let the abandoned mills be kept by Govt. 

and managed by Bangladesh Jute Mills Corporation like former EPIDC. 

Let the Bangalee owned industries and establishment be returned to their 

owners and managed in the best way they think. This will Jet in 

motion forces of competition so urgently needed by the industry and 

finally let some thing like a Marshall Plan be inducted in the country 

on a national scale to salvage the entire economy, if possible by financial 

aids from Islamic countries. This will be perfectly in keeping with the 

developing image of Bangabandhu abroad and his avowed dedication 

to improve the lot of his people. This will also open the door of active co~ 

operation with Middle East and West Asia replete with tremendous 

possibilities. 

directed and guided, Is a precondition of quick eecnomlc recovery from 

war devastations. The cases in point are West Germany and Japan both 

of which suffered heavily in the second world war, but both are totday 

respected and wanted by all. It is only free enterprise which liberate the 

energies of the people and inspire them to do bard and dedicated work 

so urgently needed for national reconstruction. 
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1The First Five Year Plan 1973-78, (FFYP for short), Planning Commission, 

Govt. of the People's Republic of Bangladesh, Nov. 1973, p. 15. 

The bench-mark percentage is 10.4 for 1969-70, the last normal year. 

The envisaged annual growth rate in the industrial sector over bench- 

mark GDP is 7.1 % and over actual 1972-73 GDP is 15.4%, the 

\iltter rate has to be higher to include recovery from lower 

level actual GDP of 1972-73 to the higher level bench-mark level 

GDP~ 

The share of the manufacturing industry in the estimated actual 

GOP of· 1972/73 is only 8.3 per cent.1 it will remain relatively small 

at just over 11 per cent, even at the end of the Plan period. The bench- 

mark GD~. from the large scale manufacturing sector amounts to only 

6 per cent of the total. The large part of the envisaged increase in the 

manufacturing sector will take place in small and cottage industries. 

The importance of the sector is much more than what is indicated 

by its share in the ,total GDP. because some of the enterprises in this 

sector is backwardly. linked to agriculture supplying critical agricultural 

inputs and agricultural implements and some are forwardly linked to 

agriculture, like those processing its agricultural output. So any shortfall 

in the linked industries of this sector will have its magnified repurcussion 

in the economy. This sector also supplies constructional materials on 

which most of the developmental activities are so critically dependent. 

The plan envisages a total financial outlay of Tk. 4455 crores, out 

of which an amount of Tk. 877 crores (which is about 20% of the 

total ) is allocated to the industrial sector. It should be noted that 
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2FFYP, p. 39. 
3This includes tax, debt service and profit, but excludes depreciation fund, 
4FFYP, p. 10. . 
6fFYP, p. 209. 

One of the objectives of the plan is "to ensure a wide and equitable 

diffusion of income and employment opportunities throughout Bangladesh" 4 

and it is envisaged that in the industrial sector, small industries will 

"help to realise the plan objective of employment generation and development 

of less developed areas". s 

My comments will be limited to these two aspects namely Price 

Policy and the policy of what may be called spatial equity. They will 

be taken up in section I and 11 respectively. 

petrolium refining is excluded from this sector while Cold Storage and 

a telephone and cables factory are included. Of the total outlay in the 

industrial sector, the private sector accounts for about one-sixth. As per 

govt. industrial policy as announced in January 1973, any undertaking 

requiring more than Tk, 25 lakhs of fixed investment will have to be 

set up under public ownership. 

The Govt. took over all units abandoned by the Pakistanis and 

absentee owners and nationalised jute and cotton textiles and sugar 

mills and established sector corporations, one each for Jute Mills, Textile 

Mills, Sugar Mills, Steel Mills, Engineering and Shipbuilding, Paper 

and Board, Food and Allied Products, Gas, Oil, Minerals and 

Fertilizer, Chemicals and Pharmaceuticals and Tanneries. The public 

sector so constituted owns an estimated Tk. 517 crores of fixed assets 

as on 30th June 1973 (with estimated replacement value of Tk. 900 

crores2) in terms of their original book-value in 313 industrial enter- 

prises. 

The nationalised sector includes all types of industries like ( not 

only, for example, selected industries like basic industries, public. utilities etc. 

as in a mixed economy) capital goods industry, intermediate goods and con- 

sumer goods. This sector is expected to generate, during the plan period, 

an amount of Tk. 347 crores 3 as cash surplus. The gross cash surplus 

is projected to increase from 5 per cent ( of current replacement value of 

assets in the public sector) in 1973/74 to reach 16% in 1977/78. In 

this context price policy of the public sector industries has quite a high 

significance. 
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6FFYP, p, 661-263. 
7When a subsidy is required in order to compete in the export market 

or for meetting temporary difficulties by an enterprise, it also must 

be referred to the Price and Tariff Commission. 
8For all the quotations in this para see FFYP, p. 261, 

11ppyp, p. 259. 

So long as corporations/nationalised enterprises fix their price 

within 10% permissible limit over the cost of production, they are 

free to do it-as if the only problem is that of enterprises raising mark- 

up higher then 10% so that it can be taken care of by making provision 

that price fixing Involving mark up of over 10% must be referred to 

the proposed lrice and Tariff Commission (PTC). 7 What about the 

cost structure? Is no check necessary ? Was it assumed that enterprises have 

little to do at the cost front because (a) «input prices are given", 

(b) "salary and wages are determined by the govt." (c) =Duties ... 

depreciation, interest are also pre-determined and (d) " ·- a fixed 

charged on fixed investment ( 7! per cent" 8 
) levied ? Could PTC be 

empowered to undertake occasional efficiency audit short of things ? 

The enterprise is required to provide for standard 7.5% rate of 

depreciation on the basis of original investment cost. 9 Does this original 

cost mean historical cost ? If so, this perhaps cannot be justified. It 

I 

The discussion in the plan 6 under price policy, it seems, gives an 

impression that nationalised industries are a homogeneous group and as 

such the same sort of price policy is appropriate for all types of 

industries. But, as we have already observed, the nationalised enterprises 

fall in different meaningful categories of industries, for example, capital 

goods, intermediate goods and consumer goods. Again some industries 

produce primarily for the export market and some only for the domestic 

market. In some industries there are fringes of private sector side by 

side with the public sector. Price policy for development purpose, as 

also for the purpose of resource mobilisation by generating cash surplus 

in this sector, should be different for different types of industries. The 

planners' analysis of the nature of the varied problems of different in- 

dustries in respect of price policies could have fruitfully raised and illumina- 

ted interesting issues. 
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1°por such a view please see R. S. Fdwards and H. Townsend, "Business 

Enterprise" Macmillan and Co. Ltd., 1962, p. 514-15. 
11FFYP, p. 261. 

Ult should not be mistaken to be the existing national and international 
price relationship of sugar. Numbers are hypothetical just to point 
out the nature and direction of the problem. 

l3The Hindustan Shipyard in India charges what is called the U. K:. 

parity price. Buyers are required to pay the price which they would 

have to pay if the ship had been bought in Britain. The Govern- 

ment subsidizes the higher cost of shipbuilding at the shipyard, 

please see S.S. Khera, =Management and Control of Public Enterprise", 
Asia Publishing House 1964, p. 128-29. 

uw. A. Lewis, =Price Policy of Public Enterprise", in Problems of 
Nationalised Industries (ed). W. A. Robson, George Allen and Unwin 
Ltd. 1952, p. 185, opined that such a loss/subsidy can be defended 
on the ground of saving foreign exchange. It may be argued that 
if the existing rate of exchange is altered appropriately the difference 
between import price and domestic cost may go. But there may 
be other good reasons for holding on to the current rate. Moreover, the 
necessary alteration will increase the import-bill. So by holding on 
to the current rate and provision of subsidy saves foreign exchange. 

is important that each generation of customers should be required to 

make good the real resources used up in serving it. Depreciation 

should, therefore, be calculated on the current values, otherwise depre- 

ciation charge on historical values presents a false picture of profit of 

surplus. 10 

It is stated in the plan "that the Government is genuinly con- 

cerned (to ensure ) that consumers get a fair price and that inefficiency 

is not covered by profit". 11 The planner's concept of a fair price, as 

far as I could see, is nowhere explained. Nor was the criteria of 

efficiency. If for example, sugar can be imported at half/two-thirds 

the price 12 charged by our nationalised enterprises, could we say that 

the prices are fair for the consumers ? And if on top of that sugar 

industry still requires subsidy from the government exchequer, which, in 

effect, means that poor man's tax subsidizes consumption of the rela- 

tively well off section of the population. Is it fair ? The import price 

of a commodity is suggested to be the standard against which the 

domestic cost of production has to be compared in judging the efficiency 

of the domestic enterprise. 13 The difference between the import price 

and the domestic cost of production is in effect a subsidy for the 

domestic enterprise. u 
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Suppose a public enterprise producing cars is a monopoly. Then 

it can sell all its products in the protected market at a price which 

covers cost although it much higher than the import price. Further 

suppose that this enterprise can even make profit. Then it may give 

an illusion that it is being run efficiently. The management and employees 

there, in this case, will be under no strain to improve efficiency though 

in fact, it may be highly inefficient. So for efficiency purpose the public 

authority is required to keep in view the extent of the subsidy (enter- 

prise cost minus import price) enjoyed by it, irrespective of the fact 

whether the enterprise receives any govt. subsidy or not. The car 

producing enterprise may not receive any govt. subsidy from the public 

exchequer, but it is ( in our sense) in effect receiving subsidy. So it 

is suggested that the public corporation should estimate for each enterprise 

the level of the subsidy (in our sencej being enjoyed. The enterprise 

accounts should reflect this subsidy and the amount of this subsidy should 

be made known both to the· employees of the concern and the public in 
general. 

The alternatives to this subsidy may be (a) to make the consu- 

mers pay the full price of the product, or (b) draw upon the public 

exchequer, or (c) it may be shared between the consumers and the 

public exchequer. What principle should guide the public authority in 

deciding the question as to who should finance the subsidy ? Naturally, 

this will be.idecided ultimately by the political authority. But there may 

be interesting public discussions these principles. Some relevant elements 

of discussion will perhaps, be, as follows : 

(a) Is the commodity a consumer good or a producer good ? 

(b) Is the consumer goods meant for all income group of the 
society or it is consumed by some one income group ? 

(c) Is it a producer good ? If so, how essential is it in the 

development strategy ? 

(d) Is it an intermediate commodity ? 

(e) - Is it an export commodity ? 

The calculation of this subsidy will be helpful to find out whether a 

particular industry is efficient. It will also help to find out the Inter-industry 

efficiency. In addition, the management will be under constant pressure 

(at least morally) to find out the causes of inefficiency and then removing 

them. They will always have a target in view so far as efficiency is con- 

cerned. The political authority will have a weapon to counter the frequent 

wage-hike demands by the labourers. 
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15Alec Nove, -Efficiency Criteria for Nationalised Industries', George Allen 

and Unwin, p. 137. 

It should be remembered that, geographically speaking, Bangla- 

desh is a small country and with very minor exceptions, the people are 

homogeneous. culturally and otherwise. With slight incentive it may not 

be very difficult to have the necessary mobility of labour to take advantage 

of otherwise necessary and unavoidable development differentials between 

diff erent areas. 

II 

It is in the public interest that nationalised enterprises should be 

operated efficiently. Open-ended subsidization leads to waste of resources. 

It is possible in some of the nationalised enterprises to operate in a com- 

petitive environment. One may also think of competition betwen nationa- 

lised enterprises of the same industry regionally organised. For example, 

Bangladesh Road Transport Corporation (BRTC) may be organised 

regionally. Jute Manufacturing Mills which are more or less clustered at 

three centres-Dacca, Chittagong and Khulna-may be placed under three 

Corporations. Inter-corporation competition in efficiency may help the 

industry. Of course, before deciding to do so, one has to carefully see 

whether any economies of scale will thereby be sacrificed. Another com- 

petition may come from private enterprises allowed in the same industry- 

BRTC Bus and Private Bus may ply in the same road as they already 

do. Text Book Board could have allowed private enterprises on the same 

Syllabus. Given the same price quality may compete. 

••The idea of competition between the nationalised and private 

sectors was part of the 'philosophy' of the New Economic Policy (NEP) 

in Russia in the early twenties. The intention was that large-scale industry 

and trade would gradually overcome the private sector (in the economic 

struggle) by their ability to deliver the better goods at a cheaper price. 

The idea itself should not be unatractive to a socialists". 15 In some East 

European countries some' such things are tried in some fields. In this 

context one has to think of the desirability of nationalising the whole 

industry. After commanding heights are captured, nationalisation progra- 

mme may, perhaps, accommodate ( at least in the initial period of a 

Socialist Programme) the principle of competition of some form in areas 

where it is feasible. 
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is For the concepts of location quotient and co-efficient of localization 

please see P. S. Florence, «The Logic of British and American Industry", 
Routeledge and Kegan Paul, London, 1972 (third edition) p. 44-47 and 
also, Walter Isard et al. Industrial Complex Analysis and Regional Develop- 
ment, John Wiley and Son Inc. New York, 1959, p. 9-10. 

~1 f'FYP, p. 265 

·-··- ·--------- 

planned at all in one place or another.16 

No attempt is made in the plan to have any quantification of 'the 

-quotient' and the -co-efficlent'. Only some vague descriptions are attempted 

in these regards. 1.7 

Migration of firms to the depressed areas can be effected in two ways; 

The pull of bribes to firms who move to the less prosperous regions and 

the push of preventing firms from expanding within the prosperous regions. 

quantitatively answer the second question. By measuring where an indus- 

~ry localizes the -quotient' throws light on the causes of localization. The 

-co-efficient' on the other hand throws light on what industries can be 

For an unemployed man in a depressed area, to at all move to a new 

area he must have reasonable hopes of finding a job there. In a country 

like ours, chances of gaining employment by moving, though greater, are 

still very small. So a worker will prefer to remain unemployed among 

relatives and friends rather than among strangers. The under employed 

also will feel the same way. So a pre-requisite for achieving a substantially 

more even distribution of unemployment between regions seems to be that 

there should be at least one region in which firms are expanding and in 

which there is near full-employment. This conditions hardly obtains in 

our country at present. So work opportunities must be expanded in less 

developed areas. 

It should be remembered that only certain -footloose', mainly 

manufacturing industries are amenable to locational alteration, because 

few other economic activities have a location pattern that can be altered. 

So it is natural tbat, in case of spital equity, manufacturing industry 

comes immediately to mind. In this connection two measures are requited 

to answer the two separate questions ; (a) where, if at all, are industries 

concentrated and what degree, as compared to the general distribu- 

tion of the population and i b) what industries, taking the country as a 

whole are concentrated or not concentrated and to what degree. Measure- 

ment of what is celled -Iocation quotients' of various industries in different 

areas will quantitatively answer the first question, whereas the measure- 

ment of what is called the -co-efficient of localization' for any industry will 
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The question is while it is possible to restrict development in a 

specific area by limiting aliocation of investment resources, it is not possible 

to force fulfilment of the targeted investment in the private sector. 

Inducement, after all, may fail to achieve the desired objective. Unless 

care is taken short-fall in the sector may concentrate in certain areas only. 

"In stead of delimiting the role of the private sector in terms of 

industrial sectors as in the case of mixed economies the Bangladesh 

Government has restricted the role of the private sector to small and 

Whether a government should embark on a push policy depends on the 

degree to which firms respond to the push by moving to the areas of high 

unemployment. One pre-requisite of such a policy is that firms in the pros- 

perous areas must expand in the first place. 

·The main burden of achieving spatial equity, it seems, has fallen 

on small and cottage industries which are in the private sector. The public 

participation is limited to providing industrial estates and also the area- 

wise allocation of resources earmarked for the private sector within the 

industrial investment schedule. ts Fiscal incentives are provided to induce 

investors "to conform to Government's industrial policy of helping small 

investors and dispersing industry to less developed areas". Fiscal incen- 

tives are given for small investors, but some additional incentives and fis- 

cal concessions are suggested to be given to the industries to be set up in 

areas other than the industrial zones of Dacca, Narayangonj, Chittagong 

and Khulna. The additional incentives arc: the period of repayment of loan 

may be extended by an additional grace period of upto 5 years, a tax 

holiday for 5 years provided 30% of profit, exempted (in stead of 60%) 

from tax, are plougbed back or invested in Government bonds and finally a 

higher percentage of debt equity ratio may be allowed. Additional incen- 

tives and concessions are flat for all areas and all scheduled industries. 

All other areas other than the so-celled developed areas not at the 

same stage of development, nor are all areas equally good for all 

industries. Our suggested area wise quantification of 'location quotient' 

could have ranked areas on the basis of industrial development and 

the incentives then could be inversely related to the development of the 

.areas. Similarly the calculation of 'localization coefficient' could be 

of use in designing meaningful industry wise concession and incntives 

for different industries unlike flat concessions for all. 
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medium size industrial units below Tk, 25 lakhs of fixed assets including 

land". 1s Expansion will be allowed up to Tk. 35 lakhs through re-invest- 

ment profits. In this inflation ridden world the size of an enterprise in 

terms of monetary value of fixed assets means, in real terms, the size 

for the private sector would go down overtime in direct proportion to 

the rise in the price of these assets, otherwise if one has to stick to the 

size, in real terms, the monetary size limit bas to be raised. The size 

earmarked index may be assets, value, employment, value added etc. of 

the enterprise concerned. The size of an enterprise in terms of employ- 

ment is almost neutral to rise in price level. An enterprise with 200 

employees will continue to indicate the same size. So employment size 

index may be, perhaps, considered to take care of inflation and its impact 

on the value of fixed assets. Some care, of course, would have to be 

taken to see that private investors do not choose relatively more capital 

intensive methods of production to avoid the employment ceiling. 
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1 The public. sector consists of those units which were abandoned by 

the Pakistanis and absentee owners and are now, placed under nationalised 

and sector corporations one each for Jute Mills, Textile Mills, Sugar 

Mills, Steel Mills, Engineering and Shipbuilding, Paper and Board, Food 

and Allied Products, Gas, Oil and Minerals, Fertilizers, _Chemicals and 

Pharmaceuticals, Forest Industries Development, Small Industries, Fisheries 

Development, Film Development, Tanneries, and Cottage Industries. 

2 The First Five Year Plan (1973-78), Planning Commission, Government 

of the People's Republic of Bangladesh, p. 19~. 

ROLE OF PUBLIC AND PRIVATE SECTOR 

The emergence of Bangladesh radically changed the whole pattern 

of industrial ownership and policy. The public sector1 expanded tremen- 

dously. It owns an estimated Tk .. 517 crores of fixed assets in 313 

industrial enterprises, 2 (in terms of their original book value as on 

30th June 1973). Since Bangladesh is committed to establish socialism 

I. Role of public and private sector. 

2. Role of foreign investment. 

3. Location of industry. 

4. Industrialisation for export and import substitution. 

5. Industrialisation and employment 

6. Development of capital goods industry. 

INTRODUCTION 

The First Five Year Plan of Bangladesh does not directly spell out 

the strategies of industrialisation. From a discussion of the targets and 

policies, a few strategies can be indirectly deduced: These can be identi- 

fied with regard to the following ;- 
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s Op. ci~. p. 267. 

' OJ?. cit. p. 27Q. 

(d) A rebate of 5% of the customs duty may be allowed on 

capital machinery of up to Tk. IO lakhs against existing limit of Tk. 

5 lakhs after the unit goes into production. 

Added to these incentives additional fiscal concessions have been 

made for industries to be set up in less developed areas. 

All these incentives may lead to a positive reaction in the field of 

investment in the private industrial sector, because suspicions regarding 

the fate of private investments will now be stilled. Any way we can 

only wait and watch for the response. 

(c) Payment of 50% customs duty on machinery may be deffered 

for a period up to six years from the date of import of the machinery. 

(a) Exemption from import and export duties, sales tax on ma- 

chinery. spares and imported raw materials including exemptton from 

excise duties for enterprises exporting all of their output. · 

(b) A tax holiday for new local industrial investment for a period 

of five years after the unit goes into production, provided, subject to 

the ceiling of Tk. 35 lakhs, 60% of the profit exempted from taxes 

are reinvested in industry or invested in the purchase of government 

bonds. 

The financial limit to private industrial investment has been fixed 

at Tk, 25 lakhs worth of fixed assets which can be expanded to Tk. 35 

lakhs through reinvestment of profits. To attract private investment in 

the industrial sector the government has offered a number of incentives 4 

which include : 

the expansion of the public sector is a necessity. The public sector owns 

about 70% of the fixed investments while the private sector owns 

only 30% of the fixed invertment 8 in modern industry. The sectors 

where and the conditions under which the private sector may operate 

has been spelt out in the industrial policy and the Industrial Investment 

Schedule. The sectors are : food and allied products, textile goods, 

forest product and furniture, paper, printing and publishing, mineral, 

oil and gas, engineering, etc. 
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Ii Op. cit. p. 263. 

~ Op~ cij, p. 263. 

(f) Exemption from import and export duties, sales tax and execise 

duties on all imports for those enterprises which will export 100% of 

their output. 

The government thus provides restricted incentives to bridge the 

foreign exchange gap by foreign investment which is also recognised as 

the channel for importing both technology and management. 6 The 

government fails to decide specifically in which industries foreign invest- 

ment would be welcomed. Unless this decision is taken, the actions of 

the foreign investment policy and incentives on foreign Investors can .. 

The government welcomes foreign investment in a project where 

51 % of ownership 5 will be kept in the public hand and the foreigners will 

be given a free hand in management where their management and know- 

how are essential for the efficient functioning and growth of the project. 

The following is the policy regarding income of the foreign investors 

and remittance of this income ; 

(a) All foreign investor will be free to remit (i) all post-tax devided 

on capital, (ii) 50% of net salary of foreign nationals subject to a maxi- 

mum of £ 150 a month per individual, (iii) savings from earnings, retire- 

ment benifits and personal assets of the individual, 

(b) Repatriation of capital including capital gains and reinvest- 

men! out of profits will be permitted, However, within the first 10 years 

from the commencement of production repatriation cannot take place in 

one instalment but will have to be spread over a 10 years period. 

(c) Government has extended a guarantee against nationalisation 

for a period ?f 10 years and also assures equitable compensation in the 

case of nationalisation after this period. 

(d) Government has further expressed its willingness to enter into 

treaties to avoid double taxation. 

(e) A tax holiday for foreign investment in the joint enterprises 

for a period of five years after it goes into production provided that 

50% of the profits exempted from tax are ploughed back in to the pro- 

ject. 

THE ROLE OF FOREIGN INVESTMENT 
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1 Op. cit. p, 263. 

' Op. cit. p. 266, 

LOCATION OF INDUSTRY 

Industrial activity has shown a pronounced tendency towards 

geographical concentration in Dacca, Narayanganj, Chittagong, Khulna and 

thus there exists widely varying rates of growth among the different areas 

of Bangladesh. The policy of decentralizing industry is amply justified 

when we consider the additional costs and social problems of centrali- 

sed industry and consequent urbanisation. During the plan period the 

location of industry in the public sector will be guided by the following 

considerations 8 ; 

Development of backward areas 

Social benefits 

Availability of land 

Nearness to market 

Transport facility 

Availability of power 

Raw material if local raw material is used 

Port facilities if import or export oriented. 

Availability of sweet water (for textile and chemical sector). 

Inter-industry linkage 

But the considerations or the criteria for location of industry cannot be 

arranged in order of priority in general for all industries ; because for 

different types of industry, different criteria govern the most suitable 

location. For some such as cement and steel industry nearness to raw- 

materials is essential while for others, other factors such as availablity 

of skilled labour, and easily accessible markets are more important. Export 

industries, are more competitive if located near port towns, but this fac- 

tor must be weighted against possible advantages for nearness to raw 

not be analysed properly. To take this decision it should be taken into 

account that normally the foreign investors are interested in more profi- 

table ventures with a stable domestic market : these are usually consumer 

goods industries and then why foreign equity investment had never 

played a significant role in the economy of Bangladesh during the last 

two decades must be understood. 7 
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9 Op. cit. p. 266. 
1° Op. cit. p. 270. 
11 Op. cit, p. 225. 

During the plan period 92. 7 % of the total foreign exchange earning 

( amounting to Tk, 270.90 crores ) will be earned by the public sector 

industries and 7.3% will be earned by the private sector industries 

but the jute manufactures will earn about 83.32% 11 of total foreign 

exchange earnings of the industrial sector. In the import sector, 69.1 % 

INDUSTRIALISATION FOR EXPORT AND 

IMPORT SUBSTITUTION 

materials. such as natural gas and power supply. Thus the plan should 

immediately spell out what criteria should be considered in the location 

of a specific industry and then the criteria should be arranged in order 

of priority. Unless this is done immediately the instalation of industry 

may be delayed and the location of a specific industry may be influenced 

by the vested interests. 

To decentralise the industrial location in private sector the follow- 

ing inducements 9 are given : 

(a) 50% of all resources earmarked for the private sector with- 

in the industrial investment schedule be tied to utilisation in industrial 

estates outside Dacca, Chittagong and Khulna. 

(b) 20% of investment will only be designated for industrial 

estates in Khulna, Chittagong and Dacca. 

(c) 30% investment will be left to the choice of the entrepreneurs. 

Here it is expected that some investment will go to backward areas where 

the following additional incentives and fiscal concessions 10 will be 

given to the entrepreneurs l 

(i) the period of re-payment of loan may be extended by an addi- 

tional grace period up to 5 years, 

(ii) a tax holiday for a period of five years after the unit goes 

into production provided 30% of the profits exempted from 'tax are plo- 

ughed back or invested in purhase of government bonds, 

(iii) a higher percentage of debt equity than that obtaining in 

developed areas may be allowed. 

All these measurs are certainly a right step towards ensuring a balan- 

ced economic development in the country. 
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(a) Manufactured products based on agricultural raw materials 

like jute, which constitute a large bulk of the country's manufactured export 

at present. 

(b) Industrial products based on raw materials which are available in 

adequate quantities such as cement, fertilizer and paper. 

(c) : Industrial products. in which comparative advantage in the inter- 

national market can be acquired from the special skill developed in the 

production of these products. 

(d) Industries based primarily on imported raw materials, for exam- 

ple, light electrical goods industries, textiles, engineering and shipbuilding, 

iron and steel, where an expanding domestic market can facilitate efficient 

production in the short-run and a competitive position in the world market 

in the long-run. 

The immediate and ultimate potential of each of these categories 

must be carefully analysed in developing or expanding the export mar- 

kei and in ensuring the higher rate of import substitution, I think 

~ere will be ample scope for consolidating and expanding the export 

potentia! under category (a) and category (b) provided export capacity 

of our industries is improved to reduce cost. 

A policy of export and import-substitution oriented industries is 

certainly a welcome change. This policy will not only ensure the ful- 

filment of the countries export target during the plan period but also 

reduce her dependence on imports. The success of the policy will 

however depend on a careful appraisal of the country's natural or the 

acquired advantage in the export market and preference function of the 

country for heavy and intermediate goods industries over consumer 

goods industries for the purpose of import substitution. The country's 

present and future exports can be devided into the following categories ; 

of total import-substitution will take place due to goods produced 

in the public sector industries and 30.9% will be done by goods pro- 

dnced in the private-sector industries. Net import-substitution will be 

high in Engineering, Iron and Steel, Chemicals, Textile, Petro-Chemical 

and Sugar sectors. These sectors will contribute about 80% of net import- 

.snbstitution 12 in the industrial sector. 
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Under such conditions the primary objective of industrial invest- 

ment is to create more employment in the industrial sector. To generate 

more employments in this sector much emphasis is given on adoption of 

labour-intensive technology. 15 Of total 6,12,300 new jobs 16 only 18% will 
be created in the public sector industries while 82% will be created in 

the private sector industries. Handloom, handicrafts, rural and village 

industries will employ 41 % of total employment in the industrial sector 

and about 50% of total employment in the private industrial sector. 

Maximisation of production is tbe necessity of today. Massive 

adoption of labour-intensive technology will not ensure maximisation of 

production unless a judicious combination of labour-intensive and 

capital-intensive technology is used depending on the resource endowment 

and technological conditions of the country. Although capital-intensive 

technology creates comparatively less employment in the short-run ultima- 

13 Op. cit. p. 225. 
14 Op. cit, p. 17. 

15 Op. cit. p. 210. 

~s Op. cit. p. 223, 

INDUSTRIALISATION AND EMPLOYMENT 

Unemplovment and underemployment are widespread in Bangladesh 

today. During the last two decades, unemployment and underemploy- 

ment have increased due to failure on the part of the country to provide 

employment to the increased labour force. No reliable estimates are avail- 

able but it is frequently suggested that about 30% of the available labour 

force 14 is not used. 

The industries under category (d) should be developed initially for 

domestic market as their development and expansion will ensure more 

import-substitution. In the long run the manufactured goods of such 

industries may be exported eliminating our dependence on imports of 

capital goods and intermediate goods. 

The planners are aware of the fact is that some industries enjoy 

a relative comparative advantage to be able to compete in the Interna- 

tional market but the plan do not speak out what such industries are. 

Such industries should be developed or expanded as immediately as po- 

ssible to increase the foreign exchange earnings. 

29S Sfrategies of Industrial Development 



. 17 Please see "Investment Criteria, productivity and economic development"- 

Galenson and Leibenstein-Quarterly Journal of Economics, February 1955. 
18 Capital goods industry includes Engineering and Shipbuilding, Iron 

and Steel. 

!' The first Five Y ear r1an (1973- 78), Bangladesh, p, 209, 

Emphasis on the capital goods industry 18 rather than the consumers' 

goods industry should perhaps be the most important element in.the 

strategy of industrialisation. The plan observes, "the high externalities, 

provided by capital goods industry, provides a good case for their 

development. Investment in engineering sector will permit a modest 

beginning in the capital goods sector 19" yet this sector is neglected by 

the plan . 

DEVELOPMENT OF CAPITAL GOODS INDUSTRY 

All these goods are used by the transport sector, construction 

sector, agricultural sector, shipbuilding industry etc., where the employment 

of labour depends on the supply of these goods, it is reasonable to say 

that the development of the capital goods industry has to be given priority 

for indirect increase of employment fa other sectors. Moreover in the 

capital-intensive technology a judicious adaptation of labour intensive 

technology may be possible in all auxiliary services like maintenance 

services. 

Industries like Engineering and Shipbuilding, Iron and Steel, Chemi- 

cals and Petro-Chemicals, Mineral and Metal industries, require the 

adoption of capital-intensive technology. The capital goods industries 

will supply transport equipments, machine tools, agricultural equipments, 

electrical equipments, office equipements, spares and components of jute 

and textiles machinery, industrial fasteners, electrical accessories, alloy 

steel, sponge iron, cement, shipbuilding equipments, ete. The Chemicals 

and Petro-chemicals industries will provide fertilizers, pesticides, synthetic 

fibres, and other by-products, 

tely it leads to increased capital formation, which may considerably 

improve our productive capacity and hence national income which will in 

turn lead to greater volume of employment. 17 
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20 Alocknov, The Economy of USSR 1964, Moscow. 
21 

Sartaz Aziz, "Strategy of Industrialisation" Third Five Year Plan and 
other papers, p. 92. 

. The arguments for capital goods industry is clear. The domestic 

demand for many capital goods is now large enough to permit domestic 

production on an economic scale and the country's long-run objective of 

eliminating dependence on external assistance cannot be achieved unless 

more and more of the capital goods required for development are produced 

within the country. 

In most consumer goods industries the raw material input per unit of 

output is much larger than that in the capital goods industries. ''In the 

textile industry for example, the value of 1 ton of textile manufactures is 

only ~O to 50 per cent more than the value of I ton of raw cotton but the 

cost of steel that goes into the manufacture of a machine tool is less than 

one-tenth of the cost of the too1"21• The Industries in Bangladesh are so far 

based on exportable agricultural raw materials or on imported raw materials. 

The country's natural resource endowment would thus require greater 

emphasis on industries where the raw material ·requirements are compara- 

tively less and those are mostly capital goods industries. But the develop- 

ment of skill and technology necessary for the setting up and sustaining of 

these industries. 

There are some apparent obstacles if the emphasis is given on capital 
goods industries. The obstacles are enumerated as follows : 

(a) Capital goods industry requires a longer gestation period. 

(b) Income earnings from a capital goods industry will be tardy as 
well as low, per unit of capital in relation to consumer goods 
industry. ' 

(c) The limited size of the domestic market. 

(d) Products of capital goods industry connot compete with foreign 
goods in the domestic market. 

(e) Capital good industry initially requires heavy investment m 
terms of foreign exchange. 

1964 
1{7 

I3 

1961 
89 
11 

1953 
91 

9 

1940 
85 
15 

1928 
81 
19 

Heavy Industries 
Light Industries 

Of total public sector expenditure in industry only 30% is aUocated 

to the capital goods industries while the expenditure (in percentage of total 

industry investment ) on capital goods industries in USSR· is much 

higher. This is shown in the following table : 20 
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Actually gestation period is a function of scale of priorities and 

the strength of will of the policy makers. The gestation period of a 

project in the industrial sector really depends on the speed with which the 

project designers are appointed and asked to designing tbe project and 

the speed with which the machinery suppliers as persuaded to make the 

equipment available. Regarding the plant construction, this depends 

entirely on the wiltiagness and ability of the policy makers to make 

physical and manpower resources available for the project. Tn principle 

the installations of a jute and a steel mills should not require different 

periods of time if the policy makers give equal priorities to both. 

Earnings of any project depends on demand and nrice'Tor the pro- 

ducts of that project. In a planned economy no project is set up for which 

present or anticipated demad is not available. Using the input-output 

model it should be possible to plan capacity in the capital goods sector in 

relation to demand. For example, "in the case of steel we assume that 

demand in 1978 would be 10 lakh tons. The logical step would have been 

the construction of 10 lakh tons steel mill which would go into production 

to meet projected demand rather than only 50% of the existing demand at 

the time of construction. 

Once we know that demand is there, we have a ready sale for steel 

as we have in case of consumer goods. In fact the demand for 

steel is more amenable to prediction than the demand of consumer 

goods which depends on so many factors in a country like ours. 

The income from the project will finally be determined by the price 

set. -If a producer produces cloth for a demand which has been kept 

deliberately unsatisfied due to under planning of capacity and the .ban 

on imports, the producer will make huge profits. If so intended, the 

same could be done for the steel mills. In a planned economy demand 

price, and returns are dependent on past policies. The high profits in 

the consumer goods industry are directly attributable to the government. 

Thus, that earnings from capital goods industry is comparatively 

low is fallacious. 

The size of the market can be extended both domestically and 

internationally. With the progress in agriculture, the stimulating demand 

for items like agricultural machinery and tractors, raising farm income 

leads to increased demand for consumer goods which in turn requires 

more capital goods and spare parts and those help to utilise more 

fully the capacity for capital goods. If surplus of capital goods exists 
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Firstly we can encourage the foreign investment in the capital 

goods sector. If the western countries felt that such a policy is likely 

to curb the profits of their machinery and steel exporters, they would 

not invest in the capital goods sector, A~ the next stage we can 

welcome foreign investment in export and consumer good industries. The 

foreign exchange earned by such exports and foreign exchange otherwise 

spent on consumer good may now be possible to spend on capital 

goods sector, while export and consumer goods industries, will be main- 

tained and sustained by foreign investment. Uuder the conditions 

prevailing in Bangladesh it is doubtful how much this method will. help 

us in solving the problems of resource-limitation in setting up capital 

goods industries. 

Secondly, we have friendly relations with the socialist countries. 

One can ask them to set up complete project and train our personnel 

to run it as they have done in India, China, and other Afro-Asian 

countries. It can be mentioned that one of the reasons why China survived 

the cessation of Soviet aid was because the USSR had equiped 

China with the necessary machine building capacity and had trained · 

their personnel to run those plants during their Aid Programme to China. 

Presumably we could make our own agreements for deferred payments 

through our own exports. This would give possiblities of both stabilis- 

ing and diversifying our export over a given time period. 

after meeting the domestic demand, the surplus may be exported to other 

countries. A judicious tariff and subsidy policy may enable the capital 

goods to compete in the world market and domestic market with foreign 

capital goods. 

From the preceding analysis, if we take it as a fact that the 

development and expansion of capital goods industries is a must, we 

shall be able to overcome the resource-limitation by either of the two 

methods. 
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~ First Five Year Plan, p. 440. 

Objectives 

There are six major objectives. First, that education "must be 

responsive to the specific requirements of the nation", and must be relevant 

JO future employment. Second, that the education sector will turn out the 

skilled manpower needed for development ; third, that the education system 

should be "open" permitting learners of all ages to be active within it ; 

fourth, that all educational institutions will have certain minimum stan- 

dards regardless of location or ~ype ; fifth, that innovative measures 

will bring about a "Spectrum of education" available to all, that strict 

The Government as set up a Commission on Education and it is 

expected to detail the Future structure and curriculam of education, It has 

not yet produced its report and as the Plan had to be completed before 

it was published, the education sector naturally lacks the directive it migbt 

have received. Thus the Plan ·Writers had to formulate acceptable objec- 

tives and strategies without any clear guidance except the constitutional 

principles. Within these limits certain objectives, are proposed making clear 

in an introductory paragraph, that the education system must not produce 

an elite class, that it must change the values imparted with education ·and 

that in that respect content is more important than method.1 

EDUCATION OBJECTIVES IN THE PLAN 

By 

DR. ELLEN SATTAR 

Associate Professor, Institute of Education and Research, 

Dacca University. 

This paper will concentrate on three main areas only : (a) the Plan 

objectives and strategies for Education, (b] the Primary and (c) the Second- 

ary level proposals. 

An Analysis of Some Aspects of the Edu- 

cation and Manpower sectlon of the 

first Five Year Plan of Bangladesh 



2 Ibid. p. 454. 
a Ibid, p. 447. 
~Ibid. 

Constraints 

Five constraints are recognised. The first is 'the possible disruption 

of the education system if it is changed. '<How far· will it be feasible to 

expect a complete breakway from the existing educational system within a 

very short time even if such an overhaul were considered desirable ? .•. but 

this should not prevent us from adopting· measures which are urgently 

necessary for the educational development of the country", 3 It seems 

that the writers are not too sure of their objectives, that they anticipate 

criticism, and that· they are not deeply committed to the proposed new 

system. . 

The second constraint is that "jhe demand for education is so great 

that a strict application of the cost-benefit analysis ... cannot be made while 

determining the direction and magnitude of educational development in the 

country". ' This is surely no excuse for not making an analysis. Educaticn 

compartmentalization of education must be broken down and ••in other 

words, the educational system must be viewed as a totality and the goals of 

the different layers must be one". Although what those goals should be 

is not clarified ; sixth, ·~education, broadly viewed, must be able to enrich 

the cultural attainments of the people", 2 

These are mixed objectives and it is not easy to discuss exactly 

what the writers had in mind. Objectives three and five are saying the 

same thing in different words ; one and two are also the same ; four deals 

with the problem of equality and six pays brief lip service to education as 

cultural transmission. Thus one may reduce the objectives to four, cultural ; 

reduction of inequality ; a new open education system ; and the production 

of needed skilled manpower. The terms "open system", "spectrum of 

education", =rotahty" are not explained. I~ is difficult to discuss the precise 

meaning of . some lines. More specific, clearly written objectives were 

'perhaps needed for the first Plan of Bangladesh. The issue of quality, 

:and of the need to correct the imbalance between· boys' and girls' educa- 

· tion are not mentioned. There are no proposals to check the appaling 

wastage in the education sysetm. No curricula revision is proposed, despite 

the preamble that content is more important than method. 
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suffers from the lack of objective analysis applied to other sectors of 

the economy. Probab]y no such analysis was available in Bangladesh at 

the time of writing the plan and no foreign experts were brought in to do 

i~ either. This lack of precision and accurate knowledge of the rate of 

return to various educational levels is a serious weakness. 

Thirdly, the fact that third level graduates can earn more than first 

level school bearers is seen as a major reason for over admission to 

college ! But until Bangladesh has developed its economy to such an extent 

that unskilled labourers can earn more than teachers (as in some western 

countries) parents are obiously going to continue to send their children to 

college while this gives them a better job prospect. Moreover, economic 

reasons alone never determine the demand for education. 

Fourth, the lack of philanthropists m socialist Bangladesh means an 

inevitable decline m the private contributions to education. This assump- 

tion may not be correct. Even in Pakistan days this area was not wealthy 

but even so substantial donations were made to education particularly 

at the secondary and the college level. Mos! of the secondary schools 

of Bangladesh are pnvate. 

Fifth, •·i~ is also difficult to draw up educational and training pro- 

gamme strictly on the basis of manpower projections in the content of 

an adequate knowledge about the exact requirements of skilled manpower 

Ill the vanous sectors of the economy and the difficulty to foresee the pre, -, ': 

cise nature o~. technological transformation wh1c.b will inevitably take place 

in a growingeconomy"," 

The lack of manpower projections is a constraint indeed and imposes 

an almost impossible situation on the planners if objectives one and two 

are to be fulfilled. As to technological change, its precise form in the future 

cannot be predicted over the long term. Bu! that rs no excuse for ignoring 

it all together, 

One would have thought given the objectives that some major cons- 

traints would have been wastage, lack of teachers and lack of trained 

teachers. Taken as a whole these constraints are very broad, muddled, 

and reveal serious deficiencies in the planning machinery of Bangladesh. If 

lbe Prime objective is !O produce relevant, skilled manpower to develop the 

economy, the need is for cost-benefit analysis and projections based OD 

precise manpower requirements. Such an approach will not solve all tho 

problems, these will still be mal-distribution within the system iD 1978, but 

~ibid. 
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they would be lessened, it would be a much more precise approach, 

it would have laid the foundation for better educational analysis in the 

future and it would have been a blueprint to which planners could 
refer back and see more accurately where the problems arose. 

Strategies 

There are eight main strategies but not one of them proposes any 

change in the educational system itself despite that -the following strategies 

will be adonted in the First Five Year Plan in pursuance of the aforesaid 
obiectjves".s 

The stress is laid on improving the quality of education and on 

accommodating increased enrolment through double shifts. The teaching 

of science will be strengthened by providing laboratory facilities : on-the- 

job training will be provided to aid drop-outs : central laboratories 

and community workshops ( 200 of each ). will minimise the cost of 

. providing new science facilities and would be available to those outside 

the formal education system : hizher education will be made selective 

and "highly trained people will be turned out bv universities only in 

such numbers as would be required by the different sectors of the 

growing economv".7 The last three strategies are, respectively, mass 

literacy. cultural activities and female education. All are to receive 
more attention. 

The only innovative measure is the provision of the central 

laboratories and community workshops. Most of th' objectives are not, 

or cannot, be covered by these strategies. It is clear that the Plan 

writers, despite their desires for change as outlined in the objectives, are 

quite unable to follow through ; the constraints thus turn into anticipa- 

tory apologies and the strategies become in their turn question marks, 

for example. the universities cannot turn out required numbers of trained 
graduates in the absence of manpower projections. 

The verbosity and vagueness of theses opening sections of the Educa- 

tional Sector contrast unhappily with the charity and precise delineation 

of priorities in Ceylon's Five Year Plan, 1972-76, published in November 

1971. The Ceylonese educational planners know in what direction they 

want the education system to move and they have taken steps to get 
there. Here 'in Bangladesh we do not know the direction and this 
comes through forcibly in the pages .dealiug with objectives and strate- 
gies. 
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The three most crucial areas for the plan period may well be the 

revision of the Primary School curriculum, the construction programme 

and 'the employment of more women as teachers. If these areas· do not 

come up to expectation, the aim to increase girls enrolment may· fail, 

universal primary education will not be possible· for many years ahead 

and drop-outs will continue because of the irrelevance of the school pro- 

gramme to the students' real lives and the problems of 'overcfrowde~ 

classes .in the . lower . grades, Should the present shortage of cons- 

truction materials continue, it is doubtful if the school building programme 

can be fulfilled. Any financial cut generally falls on education first. (and 

tliis is as true of the U.K. as of Bangladesb). There is a tentative sugg- 

In additional numbers the figures shown . on the expected increa-. 

sed enrolment over the First Plan look quite impressive, over two and 

half million more Primary School children wilt be .enrolled and nearly. 

one million more at the secondary level.' The Primary level enrolment 

however, will not be an indication of how many will actually complete. 

the five years course. Millions do drop-out before completing the course. 

For example it is calculated that of the 1.5 million boys who have enro- 

lled in class I in 1973/74, only 710,000 of them will be in class V in 

1978. For girls the figures are 880,000 in class I with a retention rate of 

only 340,000 in class V. Although some of these wastage is due to morta- 

lity, the fact remains that millions of children do not complete a Pri- 

mary School course in Bangladesh. 

Given this background the Plan for Primary Education is ambitious- 

5,000 new schools will be built and 5.000 other enlarged. A further 

15,000 will be repaired and enlarged. Double shift will be introduced 

in the 5,000. enlarged schools and the new ones will also. gradually 

switch to double shifts. Two. more teachers will be provided to each 

school. The enrolment of girls will be encourage, and educated house- 

wives will be persuaded to teach in the local schools . both to relive the 

teachers of their heavy load and to encouraged the enrolment of. girls. 

Each Primary school will receive a transistor radio in order to listen to 

educational programmes and the curriculum will be revised and will include 

new courses on health, sanitation and population education. Ethics are. 

also to be included in the. new . currciulum, There. is a suggestion that 

meals may be introduced in classes I and II to help eliminate drop-outs. 

The proposal for curriculum revision is an excellent one, also the 

idea of using educated housewives as teachers. 
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In Bangladesh, Secondary Education is divided into two stages. 

Junior Secondary takes pupils up to class VIII. Senior Secondary takes 

them in class IX and X. The matriculation examination is taken in 

class X. Many of the large schools combine both sections. 

It is expected that enrolment will increase at the junior level by 

772,000 to· give a total of 1,945,000 in the junior level in 1978. At 

the senior level increases are expected to be more modest, 190,000. 

This will increase the total enrolled at the Senior stage from 530,000 in 

1972-73 to 720,000 in 1977/78. 

Drop-outs are a problem at the Secondary stage. Of the 362,000 

boys who enrolled in class VI in 1972/73, only 253,000 are expected to 

enrol in· class X. For girls comparable figures are 80,000 to 48,000 in 

class X. 

The increased enrolment for girls is envisaged at a much higher 

level than that for boys. Proportionately girls' number will nearly double 

from 51,000 in class X in 1972/73, to an estimated 56,000 in 1977/78. These 

numbers will have to be accommodated through an increase in the num- 

ber of girls' high schools or classes will have to be arranged on a 

shift system with boys using a school during the morning and girls in 

the afternoon. As this is unlikely to be acceptable in traditional Bang- 

ladesh, the number of women school teachers will have to be expanded 

rapidly to accomodate the expected increase. in girls 'enrolment'. 

To accommodate the expected total increases the plan proposes 

the establishment of 625 new junior high schools. Another 1,530 primary 

schools will be used as junior high schools in the afterneons. Double 

SECOND A RY EDUCATION 

estlon in the second paragraph. of this sub-sector that semi-pucca school 

buildings should be encouraged. If this is possible it may aid the cons- 

truction programme. 

The problems of providing education at the Primary level are 

enormous. There are some good proposals but one is left with the 

feeling that more could have been done. However, if the proposals on 

curricula revision and encouragement of girls' education are fulfilled 

this wilf be a step in the right drection. 
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As for the kind of education, the most important point stressed 

in this sector is the need to shift emphasis from secondary education 

as a step on the ladder to University, towards secondary education of 

a terminal type. The need is for skills which can be directly emp'oyed 

on the labour market. To facilitate this, 200 community workshops 

will be constructed and 200 central laboratories. The workshops will 

offer courses in industrial arts, trades and crafts. The laboratories will be 

for students specializing in science, agriculture, home management and 

nursing. 

Tills idea of centrally located facilities to be used by several 

schools should save building and equipment costs as it will obviate the 

necessity of building laboratories for every school. It should also be a 

big step forward in making education more useful to the majority of 

students who leave school in class VIII. It may help to present the 

large drop out between class VI and VII. 

The proposals are, in fact, a shot in the dark. It is assumed that 

the economy can absorb more medium level skills in agriculture, science 

and commerce, and many of these students will not go on to Interme- 

diate College. But there are no manpower forecasts on which to base these 

estimates, no data available on the labour force, or misplaced manpower, 

i.e., in jobs for ·which they have not trained and on numbers of skilled 

Most of the increased numbers of students will study Science, 

Agriculture, Home Management, Industrial Arts and Commerce. Each 

high school will receive a Radio, T. V. and will be provided "to schods with 

electricity" (p. 456). According to the Communication section of the 

plan no policy decisions have yet been made on the provision of edu- 

cational T.V. 8 An important proposal is the introduction of population 

education. This will be the first time the school curricula has been used 

to try and spread knowledge and new ideas about a problem which 

affects economic and social growth so deeply. The enormity of tbe po- 

pulation problems facing Bangladesh is so great that all means and media 

need to be used to combat it. 

shifts will be introduced in over 1,500 secondary schools and 4,000 

secondary schools will be amalgamated or enlarged to take 50 pupils per 

class. 
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Expansion of secondary education should be based either on very 

accurate analysis of the Jabour force demand, or it should be on the 

basis of a totally new curriculum and a new concept of secondary edu- 

cation which will fit the students to return to their village homes and 

engage in productive labour there. This would have to be but a part 

of an. integrated rural dvelopment scheme. Mere expansion for its own 

sake in a hopefully correct direction may lead to problems which will 

have adverse repercussions on society. 

unemployed. It seems to make sense to expand in this direction but to 

· what extent is not known. 'Ihe capacity of the private and public sector 

to absorb this manpower bas not been calculated. 
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1 See Robert Shaw "The Impact of the Green Revolution on Jobs," 

Washington Overseas Development Council, 1970, p. I. 

Also Ahmed Iftekhar, "Uses and Benefits of the High Yielding 

Vatieties of Seeds in Bangladesh," paper presented at seminar on Economic 

and Social Consequences of the improved seeds, at Kandy, Sree Lanka, 

April 19-May 20, 197 3. 

The main impact on job creation, as emphasised in the plan, 

is going to come through intensive cultivation of High Yield Variety 

(HYV) of rice. 

Evidences show that given the doubling of HYV nee output, 

the labour input would at most double but is more likely to increase 

by a significant but somewhat smaller proportion.1 

SECTION-A 

.study. 

The present paper plans to examine the deficiencies in the 

present rural employment -policy' and whether the present institutional 

framework is sufficient to maintain and sustain a humane and vigorous 

employment policy. 

SECTION-A deals with the potential of the present rural 

employment policy. 

SECTION-B talks about the measures to ameliorate the condi- 

tions of rural wage Jabour. 

SECTION--C looks at the prospect of ensuring a cropping 

pattern in order to spread the labour demand throughout the year. 
' 

SECTION-D deals with certain conclusions derived from the 
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The prospect looks bright but the following anomalies would 

lead us to hold a less optimistic view than the plan would like us 

to hold. 

Firstly, under the present land reforms the ceiling (100 bighas) 

has not done away with large holdings (average size of holding in 

Bangladesh being 2.59 acres). 2 

The plan itself acknowledges ( p. 87 ) that it is on the large 

holdings in other countries, that bulk of planting of new varieties took 

place. a These large landowners are the very people who have access 

to credit and capital markets and control the institution. This .lowers 

the relative factor price they face of the material input package when 

compared with the wages of labour. Such a situation might lead to 

large landowner's use of more material input and less labour in order 

to attain a higher yield. ~ It is true that more employment will be 

generated but whether it will be created according to the expectation 

of the plan is an open question. 

Secondly, the present green revolution as described in the plan 

is embedded in high t if not impossible) optimism. In order to obtain 

the target under HYV rice the irrigated area would have to jump from 

10.12 lakh acres to 61.50 lakh acres in 1977/78 a growth at a compound 

rate of 43.1 % per annum. In view of past performances and the 

present oil crisis such aspirations are over ambitious. 

Thirdly, it was assumed ~ha! IRRI-20, being Aman paddy, does 

not require much mechanical irrigation. Hence, i~ was perhaps expected 

that it would not be difficult to expand acreage under HYV rice in 

a rainfed area without straining our irrigation resources. But our 

impressions in a country wide sample survey prove that without irriga- 

lion the area under HYV rice in "a rainfed area is not going to increase. 5 

This implies that if we are really going to attain the production target, 

as se! out in the plan, exis~ing irrigational facilities will be under 

2 Ministry of Agriculture-s-Master Survey of Agriculture, 7th Round 1968. 
a See also Robert Shaw, ibid. p. 14. 

' Asaduzzaman, M. -The High Yielding Variety Programme and the 
First Five Year Plan : Some Comments", paper presented in BE~ 
conefrence 1974. · 

Also see, Sternberg Marvin J,, Agrarian Reform and Employment j 
Potential and Problems-in Agrarian Reform and Employment, ILO, 1971. 

Ii Survey on Adoption and Practices of IR-20, Bangladesh Institute of 
Development studies, February 1974. 
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6 Such divergences are also reported in Md. Rezaul Karim Talukdar, "An 

Economic Study of Cos! and Return of Producing Transplanted Aman 

Paddy in Some Deep Tubewell Areas in Thakurgaon Subdivision in Dinaj- 

pur District," Dec. 1972, unpublished M.Sc. thesis, Agricultural University, 

Mymensingh. 

7 Dr. M. Alamgir, estimates that additional employment to be generated 

during First Five Year plan would not exceed 25·9 lakh man years. 

Alamgir, Mohiuddin, "Some Reflection on the Objectives, Strategies 

and Priorities of the First Five Year Plan of Bangladesh"; paper presented 

at BEA conference, 19 74~ p. 34. 

Fourthly, we have reasons to doubt the figures which have been 

initially collected at the thana level. While planning for the recent sur- 

vey we undertook, we needed information about the acreage under IRRI- 

20 in different villages in particular thanas. I was supposed to survey 

two villages, selected at random, in a thana in Rajshahi. The acreage 

figures supplied by the Thana Agricultural office showed that one of 

the sample villages had 80 acres under IRRI-20 rice. Almost the whole 

village was surveyed. But to my surprise not a single decimal of land 

under IRRI-20 was found. Might be this case was an extreme one-a 

fault of random selection ? But the fact that the possibility of high 

upward bias can not be ignored is borne out by the almost similar 

experiences of some of my colleagues who were on a similar survey in 

different ~reas of Bangladesh. 6 

With such a gloomy production prospect the target of additional 

employment to be generated by intensive HYV rice cultivation seems 

too optimistic. 

If there is really a short fall, then there is no evidence in the plan 

that other subsectors would be able to exceed their respective targets 

in order to-: reach the overall target of the additional employment to 

be generated by the Agricultural sector i.e., 31.0 lakh man-year during 

the plan period. 

However, even if all our fears regarding HYV shortfall prove false, 

doubts have been expressed regarding the overall target. 7 

tremendous pressure. With limited resources the target (both production 

and employment) will remain our dream perhaps for a long time to 

come. 
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s As for India, Bardhan estimates that despite the success of the Green 

Revolution more than 70% of the rural population (300 million) in 

India are below even the barest minimum acceptable level of living. 

In Assam and West Bengal, among other areas in India, this percentage 

of rural population below minimum level of living nearly quadrupled 

between 1960/61 and 1967/68 (Bardhan, P. 1970), =Green Revolution" 

and Agricultural labourers, con. and Political Weekly, Bombay 529/31, 

1239.45). 

& Khan, Akhter Hameed. ••The Comilla Projects : A Personal Account", 

presented at a workshop on Rural Development at Addis. Ababa, Janu- 

ary 1973. 

Turning to HYV rice cultivation programme we find that there 

are some country studies to prove that the condition of the poor 

in the rural areas has not improved much (despite the success of 

"Green Revolution"). s 

About the rural works programme Akhter Hamid Khan says-: ... It was 

by no means a panacea for the landless, . In fact better drainage, 

link roads and irrigation substantially enhanced the value of land and 

its rent. The unearned income of land owners was a hundred times 

more than the wages earned by the labourers" 9. 

Any Employment Policy should aim at providing more remune- 

rative employment with a better working condition. The rural 

employment "policy" (as it is called in the plan) is a mere calcula- 

tion of how much extra employment would be generated during the 

plan period. It does not formulate any deliberate programme to 

justify its contention elsewhere in the plan (not in the employment 

policv paper) that more employment would be created in order to 

provide minimum consumption requirement (p.87). But, subject to 

the exploitation of private land owners, how more jobs are going to 

help attain minimum consumption level is difficult to undsrstand. The 

••Policy" does not deal with the subject of provision of minimum 

wage to the Agricultural labour. 

Analysing the emplovment "policy" we find that there are signs 

that implementation of various programmes might not ameliorate the 

condition of rural working masses. In some cases condition may 

deteriorate. 
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10 Abdullah A, ''Land Reforms and Agrarian Change in Bangladesh", 

BIDE, Dacca-Nov. 23, 1973, p.66. 

11 For some country's experience see, Zubeida M. Ahmed and Sternberg 

M.J. "Agrarian Reform and Employment with Special reference to Asia"- 

in Agrarian reform and Employment, ILO 1971, p. 71 

12 The subject of sharecropping has been discussed at some length in 

Internatlonal Labour Conference, 51st Session, Geneva, 1~67, Report VII 

(1) : Improvement of conditions of life and work of tenants, sharecrop- 

pers and similar categories of agricultural workers (Geneva, I. L. O., 

l996). 

1) Competition among the sharecroppers and tenants to rent land. 

In the region surveyed by us we found that due to this competition, the 

landowners always find some one to agree to take land on share-cropp- 

ing without being given the cost of cultivation. 

The International Labour Organisation bad voiced its concern for 

the improvement of the condition of the sharecroppers. 12 Not only 

do the share-croppers suffer from insecurity of tenure, but they are 

also subject to forced labour (labour without payment). At least this is 

what our experience proved to us during our' recent survey. The plan 

voices a certain concern but does not elaborately define a programme. 

It just says "Measures need be taken to secure the right of the share- 

cropper to cultivate rented land as long as he wants it, if rent is _paid, to 

ensure compulsory regulation of tenancies and to significantly improve the 

share of tenants in the produce of the lnnd'", undoubtedly a benevolent 

gesture, but as the experiences of some countries show. any attempt to 

improve the conditions of share-croppers are bound to face the following 

obstacles. 

The Employment "policy" states that =Landless agricultural workers 

could best be utilised in gainful employment through land reform by 

redistribution of land." However, doubts have been raised whether 

overall impact is likely to be significant either in terms of efficiency 

or equity. 10 

Moreover, given the present rural power base of vested interest, 

and a not very strong administrative structure, the present land reform 

may not even be fully implemented. 11 
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SECTION-C 

The plan says, •'the provision of irrigation will bring about a 

shift in the cropping pattern with creation of additional peaks in lab- 

our demand in the winter season and intensifying further the existing 

peaks. This will tend to reduce labour absorption potential over the 

year. Spread of labour requirement through choice of crop combina- 

tion is desirable in such areas" (p.190). Of course, it is not very clear 

what is meant by "labour absorption potential". However, let us pro- 

ceed. The choice of crop combination as suggested in the Plan is 

supposed to be induced through an appropriate price policy. A price 

policy ? With inadequate administrative structure involved in the ma- 

ssive task of reconstruction? In a generally inflationary situation like 

ours any estimate of cost of cultivation in order to fix the floor price 

2. Higher Social Status of the land owners. 

3. Ignorance and apathy of tenants, 

4. Loopholesin the laws themselves. 

S. Inadequate machinery for the implementation of the tenancy 

laws. 

6. Collusion between large land owners and Govt. officials. 

As an illustration of the fact that the dire need for land seems 

to be the weapon of exploitation which the private landowners are useing, 

the recounting of one of my survey experiences would not be out of 

place. · In a gathering of some farmers (who were not asked to identif Y 

themselves) I threw this question. 

"Those of you who are share-cropping would you like to own the 

land you are cultivating ?" 

One answered "Yes Sir, we would". But then one intervened (who 

was later identified as a large landowner). ••But if the landowner takes 

away the land from you before Govt. comes to know about it then 

how will you live ?~' 

The former person at once corrected himself and said, "No Sir, 

we are satisfied as we are, we don't need the ownership of land". 

Similar experiences were encountered by us on other occasions. 

Hence, the task of improving the lot of share-cropper seems to be 

a mountainous one. 
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13 Southw?rth HM and Johnshon B. F., =Agricultural Development and 

Economic Growth." Cornell University Press, Ithaca, -New York, 1968 

p. 524-25. 

SECTION-D 

Under the assumption of the existence of private ownership of land 

the plan proposes certain institutional changes in Agriculture '(having 

Thus we find that the prospect of a pricing policy in order to in- 

duce the private farm decision makers to adopt a desired crop corrnbina- 

tion does not seem too bright. 

Finally, and the most imoortant point, the planners must realize 

that it is nearly impossible to have a set of prices which will have the 

right effects in all directions. Price movements and price fixations have 

so many kinds of effects on sellers' and buyers' incomes (or costs), 

input substitution, and input growth, output substitution and output growth 

that the only feasible aim is to determine a few major effects in a few 

major markets which a price policy is intended to produce, and recog- 

nize ful1y that some of the other effects will be undesirable. A price 

support programme is unavoidably a disequilibrium programme. The case 

for it is only that, if effective it may convert a disequilibrium of shor- 

tage into a disequilibrium of surpluses in the markets for selected co- 

mmodities. 13 

We should further note that the allocation of land (and other inputs) 

depends on the relatives of realized prices and not of floor prices. 

This implies that floor prices will change the relatives in favour of 

supported commodities only in so far as thev raise the realized. prices. 

If ·the realized prices fall close to the minima the minima becomes 

operative for influencing the allocation of land. But if the realized 

prices usually range above the minima the minima will not directly affect 

the allocation of resources. The allocation will continue to be influen- 

ced by the relative pressures of excess demand in different commodity 

markets as reflected in relative ruling prices. 

is likely to be of a very temporary nature. Moreover, the larger the 

number of commodities supported, the smaller will be the increase in 

the relative prices in any one of them and smaller will be the induce. 

ment for changing pattern. 
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14 See Abdullah, A., •'Institution Building in Agriculture ; Implicit So- 

cial Theory in First Five Year Plan", paper presented at the Bangladesh 

Economic Association Seminar, March 1974. 

is Koo Anthony K.C., "Agrarian Reform, Production and Employment in 

lfaiwan"in Agrarian Reform and Employment, I.L.O., Geneva, 1971, p. 169! 

The above conclusions, however, should not lead us directly to 

advocate the abolition of private rights over land. The impact of the 

implementa~ion of such a proposal on the Agricultural sector. as a 

whole, should be examined and the net result should be examined 

and this result should be taken into account before taking a drastic 

step. Other studies examining the whole Agricultural sector has indi- 

cated disinclination towards the idea of continued existence of private 

4. Eviction of share-croppers and extraction of unpaid labour may 

continue to mark the agricultural scene. 

3. Even if some minimum wage laws are formulated in order to 

provide minimum consumption to the Agricultural labour their imple- 

mentation will be an almost impossible task. The difficulties of identify- 

ing Agricultural labour 15 and the rural power base of vasted interests 

make the obstacles, to inspection of labour in a huge sector, unsur- 

mountable ones. ie 

2. Lobour absorption at the socially desired rate would not be 

achieved, (after all, interests of a private employer do not always coin .. 

cide with those of the society). 

1. Adoption of a new socially desired cropping pattern would 

not be achieved. 

The following conclusions which emerege out of the present study 

would perhaps lead us to examine seriously whether the maintenance 

of the hypothesis of continued existence of private rights over land has 

any unfavourable implication for rural employment -policy', 

implications for rural employment policy). Serious questions have been 

raised regarding such institution building. 14 
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1s Problems of labour inspections were discussed in various l.L.0. 

sessions. See Official Bulletin (Geneva, l.L.0.), Vol. LI, N0.3, July 

1968, Supplement, pp. 17-18 ; and International Labour Conference, 

52nd Session, Geneva, 1968 ; Record of proceedings (Geneva, I.L,0. 
1969), pp. 411-24 and Appendix VIII, pp. 643-62. A summary of 

the proposed conclusions and the discussions that took place at the 

52nd Session of the Conference was published in the article ••The 52nd 

Session of the. International Labour Conference, June 1968". in Inter- 

national Labour Review, Vol.98, No.4, Oct. 1968, pp. 300-303. 

17 See. Abdullah, A. op, cit p. 16 L. 12-23 and pp.17-18 also; Alamgir 

Mohiuddin, •·Some Reflections on the Objectives, Strategies and Prio- 

rities of the First Five Year Plan of Bangladesh" paper presented at 

Bangladesh Economic Association Seminar March 1974, p.13, L. 1-12. 

ia However, Dr. M. Alamgir mentions a programme for Nationalisation 

of Land (Alamgir, Mohiuddin op. cij p. 13). 

rights over land. 17 Let us, however leave the implementation of the 

idea and the programe to history. 18 In the meanwhile let us remember 

what Karl Marx said "Man makes bis own history but be does not 

make it as he pleases." 
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~Although this is not how it is presented in the Plan, this can be 

deduced very easily from the following information; agricultural labour 

force represents 76.3% of the total labour force (page 187 of the plan), 

unemployment rates for the entire force and the agricultural labour 

force are 30% and 36.8% respectively (pages 17,187 of the plan). 

i As no working paper on the methodology of various sectoral employ- 

ment derivations were available it was not possible for the author 

to reflect on the derivation of the employment figures. 

Associate Professor, University of Dacca 

The problem of unemployment and underemployment confronting 

Bangladesh is indeed very grave. Our planners appear to be fully 

aware of the magnitude of this problem. Today (1972/73) nearly one- 

third of the entire Bangalee human resources remains unutilised (page 

17 of the plan). In agriculture, the situation is even worse where 37% of 

the rural work force remains unemployed (page 187 of the plan )- 

It is estimated that of the total agricultural workers unemployed two- 

thirds are victims of seasonal underemployment (page 20 of the plan). 

It works out therefore, that out of every 100 Bangalees unemployed 

over 93 of them are agricultural workers.' During the last two deca- 

des the level of unemployment and underemployment have incre- 

ased (page 17 of the plan) inspite of a 1.2% compound annual growth 

rate in the country's GNP durrng the 1950' s and inspite of a rapid 

growth rate of over 3% during the 1960's ( 5, p. 119 ). During the same 

period investments in real terms had also increased rapidly thereby 

implying that growth in PGN and rate of investment are necessary but 

not sufficient conditions for growth in employment. ~ 

A rough estimate of unemployment m the major cities of 

Bangladesh showed an unemployment rate of 20% or over of the 

cities' labour force during the mid sixti_es (6, p. 62). An ILO Manpower 
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It is expected that labour force would increase by 39.3 lakhs 

m contrast with the creation of 41 lakh additional jobs. Thereby the 

increase in labour force would barely be provided with employment 

and the back-log of the unemployed and underemployed would re .. 

main virtually the same. While 36.8% of the agricultural labour force 

are unemployed today, t.he plan aims at reducing it to 31.6% at the 

end of the plan period (page 187 of the plan). Non-agricultural em- 

ployment will increase by 28 lakhs jobs (page 20 .. of the plan). Ur~ 

ban employment will increase by less than 20 lakhs since many small 

industries, part of services, works programme, flood control and irri- 

gation will be located in rural areas. 

EMPLOYMENT TAR GET 

The purpose of this paper is to briefly dwell upon some of 

the issues relating to the problem of creating employment opportuni- 

ties in the context of the First Five Year Plan and this would in- 

elude an evaluation of measures suggested in the plan as well as 

those that have been omitted. The assumptions on which the em- 

ployment targets are based are also examined. 

PURPOSE OF THE PAPER· 
' 

The question that arises before us is ovious. It is not morally 

worng, economically wasteful, socially dangerous and politically explo- 

sive to allow thousands of unemployed young persons to spend their 

most formative, creative and promising years in poverty, frustration, 

def eat and disappointment? 

CAUSE tFOR ALARM 

The magnitude of the unemployment problem among the edu- 

cated youth, described subsequently, is simply appaling. 

survey (16, p. 380), even with a narrow definition of unemployment 

(''not working but looking for work") revealed that 10.3% of the 

labour force of the large towns of Bangladesh were unemployed in 

1955. 
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3 for a detailed analysis see the author's report presented at the Semi- 
nar on Bangladesh Census 1974(3). 
4 Fringe group refers to the group of persons on the outskirts of the 
labour force. This group is not clearly in or out of the labour force 
and may join the labour force if suitable jobs are offered, otherwise 
may remain in the non-economic status if jobs of their choice are 
not available. · 

Labour force growth rate: The echoes of the population 

explosion during the 1950's and 1960's are increasingly being heard 

as explosions "in the labour force today. A child born in year t 

enters the labour force in the year t+ 10. So what we find is a growth 

rate in the labour force of over 3% per annum which is a mirror 

image of the growth rate of population in the past two decades. Cle- 

arly jobs have not been growing at this rate at all. 

Labour Force participation rate : The assumption of a labour 

force participation rate of 35.1 % gives an exteremely conser- 

vative and unrealistic picture of the actual size of the labour force. 

The Planning Ccmmision obtains this rate from National Quarterly 

Sample Surveys conducted until 1967/68. The major weakness of 

using labour force participation rates from this kind of a survey or 

from the National Population Censuses is that their definition of the 

economically active population is very narrow. 3 (1) There is a ten- 

dency among enumerators to understate the age of persons in the age 

group 10-19, particularly those not economically active. By understat- 

ing the ages the enumerators, who .had the prerogative to estimate age, 

could save one-third of the work by not completing questions about 

economic characteristics of the respondent who is thereby left out 

of the labour force. (2) If the Surveys and Censuses are conducted at 

a time when economic activity is sluzaish in agriculture the seasonal 

workers (mainly casual and unnaid family help) would be reported as 

'neither working nor looking for work' and would therefore not be 

included into the labour force. (3) Definition of non-azr+cultural la- 

bour force based on activity during a brief time interval of one week 

preceding the enumeration day had the effect of excluding from the 

labour force some persons who might otherwise be reported as eco- 

nomically active if the time interval would have been larger. (4) The 

lack or apparent lack of suitable jobs may discourage members of the 

"fringe group"4 from seeking jobs. Labour force participation rate 

LABOUR FORCE 
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5 Out of the total employed labour force of Bangladesh, the propor- 

tion of Professionals, Technical & Related Workers amounted to only 

1.64% in 1967 /68 and the proportion of Administrative, Executive and 

Managerial Workers was 0.27% in the same years [9(. 

BMPLOYMENT IN AGRICULTURE 

Land Reform: "In Bangladesh, about "64% of the farmers cultivate 

28% of the total cultivated area and only 9% of the farmers cultivate 

about 31 % of the total cultivated area (within the farm size-group of 

7.5 acres or above). 

The available evidence shows that in Bangladesh the smaller farmers and 

particularly the farmers operating between 2.5 and 5 acres of land, are the 

most efficient. Intensity of land use is higher for smaller farm sizes and 

that they are more alart to market signlas. Productivity of land is higher 

turns out to be extremely low in view of the fact that the level of 

skills is extremely low in Bangladesh 5 compared to the relatively 

high skill requirements to qualify for the available jobs. (S) It is 

obvious that the notion of ''.looking for work" has not been interpreted 

broadly and as such the underreporting of female labour force participants 

is inevitable, particularly where economic conditions restrict the number of 

so-called vsultable jobs". As a traditional society, generally men are 

preferred more than women in most jobs. Due to the high rate of 

unemployment and underemployment in Bangladesh. it can be easily visua- 

lised that fewer job opportunities are lelft for females a deterrent factor 

in reporting of females even as looking for work. 

The above weaknesses of the labour force participation rate obtained 

from the survey data is clearly too low because a large number of indivi- 

duals who are unemployed but do not fulfil the survey definition of 

economically active population are left out of the labour force. The 

increase in labour force is going to be much larger than 39.3 lakh 

workers as projected for the. plan period. Moreover, the assumption of 

constant labour force participation rate (even with the narrow defini- 

tion' is probably not accurate. "Because the labour force participation 

rate accordinz to the 1951 Census was 30.7, according to the 1961 Census 

it was 34.3 and in another five years it increased to 35.1. So the worry 

is that Jabour force 'increase is going to be far larger than the number of 

jobs (41 lakhs) the plan expects to create. 
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6 Abdullah, A., (l) suggests 5 acres. Although it is arbitrary it certainly seem 
rational given that average farm size in Bangladesh is 3.2 acres and 
the fact that the farms below 5 acres fulfil the merits of production, 
employment and equity tests. 

7 Actually the information is given thus: HYV rice % man-days/acre as 
compared to 52 man-days/acre for local rice! 

HIGH YIELDING V ARlETIES 

The new rice varieties employ 85% more labour per acre compared 

to the local varieties ( page 189 of the plan ). 7 Production per acre for 

the HVY is considerable higher than local varieties ( page 93 of the 

plan). Profitability of the HYV rice is higher than the local varieties 

(7). Rapid expansion of acreage under HYV rice could simultaneously 

promote production and employment. However, care has to be taken 

through some measures like land reforms and wider participation in co- 

operatives, so that inequities do not emerge (7). 

Today only 2.6 million acres out of a total rice acreage of 24.74 

million acres are under HYV ( page 186 of the plan )· This is expected 

to expand to 9.44 million acres out of a total rice acreage of 25.93 million 

acres in 1977/78. In view of its significant contribution to increasing em- 

ployment in agriculture every effort needs to be made in extending the 

HYV. Some 11 million acres of land in Bangladesh are suitable for HYV 

rice without major investments in drainage and flood control projects and 

without irrigation being essential. Of this 11 million acres only 1.5 million 

acres are currently under HYV (Aus and Amon). 

for the smaller size farms whatever measure of land productivity is taken 

(11, p. 37). Above all, smatler farmers employing family labour use it upto 

the point where its marginal product is positive where as those farms 

using hired labour ( apparently the larger ones ) uses the hired labour 

upto the point where the wage rate is equal to its marginal product 

(13, p. 96). Labour inputs are clearly negatively correlated with the size 

of the holding. 

Clearly a drastic land distribution is called for perhaps with a 

Ceiling of 5 acres, or so per family which will help promote production, 
employment and equity. s 

The Planning Commission acknowledges the possibility of enhancing 

production, employment and equity in agriculture through land reforms 

measures, but bas decided in favour of postponing it for some future 
date. 
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8 Extent of capacity utilised is shown as % in parentheses ( pa$es 19(5-97 

of the plan). 

·----· ------ 

Factor price distortion: Overvalued exchange rate, low interest 

rates (much lower than the galloping rate of inflation yielding negative 

returns to savers), industrialisation policies (tax holiday, accelerated de- 

preciation allowances, etc. discriminated in favour of capital. A number 

of factors tended to raise the price of labour in Bangladesh such as 

minimum wages, cost of Jiving allowance, paid leave, free housing or 

low cost housing, etc. together with the power of the labour unions 

to demand increased wages which have no relationship to increase in 

labour productivity. 

A comparison, however, rough, of tbe capital intensities of a 

number of Bangladesh industries were found to be either equal to or 

greater than the corresponding U. S. and Japanese industries before 

liberation of Bangladesh (6). The primary reason for such high capital 

intensity was the existence of factor price distortions which led to 

a reducation in the price of capital below its eq uilibrium level while 

forcing the price of Jabour above its equilibrium level. Industries naturally 

took advantage of the relatively cheap factor (capital) and economised 

on the relatively more expensive one (labour). 

HIGH CAPITAL INTENSITY 

Excess Capacity: During the pre-liberation days industries in Bangla- 

desh suffered from considerable underutilisation of capacity. Underutiliza- 

tion of capacity has today become chronic. Jute (56.35 %), Yarn Textile 

(60.16%), Cloth (48.64% ), Sugar (11.44%), Fertilizer (62.06%). Steel 

(27.17%), Paper (69.2%), Newsprint (54.52%). Cement '21.33%'. Tobacco 

(17.89·%), Chemicals {11,66 %), etc, are producing far below their capacity. 8 

Full capacity utilisation is always desirable: it means a more productive 

use of scarce resource; larger current output and most importantly the crea- 

tion of additional employment. 

NON-AGRICULTURAL EMPLOYMENT 
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A persistent trend towards urbanisation is observable and more 

recently this phenomenon has accelerated. .Nearly one-half of the rural 

population of age 10 and above who migrated to the urban areas of 

Bangladesh were those who came looking for work (9, p, 46) in 1967/68. 

Whether it is the 'push' or the -pull' factor or rurul-urban wage and 

income differential, the fact remains there is an on-rush of masses to 

the cities in search of jobs. In contrast employment offered in the 

urban areas of Bangladesh during the plan period is only 18 lakh jobs 

(page 20 of the plan). This must be viewed in the context of the serious 

urban unemployment situation already in existence, 

RURAL-URBAN MIGRATION 

The existence of factor price distortions will continue to influence 

investment decisions and choice of techniques of whatever little that 

exists of the private sector in Bangladesh. In addition even public 

sector investments would be confronted with distorted factor price while 

selecting the technology. 

Tying of foreign Aid: The foreign aid tied to the donor country 

whose technology reflects the factor-endowments of a capital-rich (labour- 

deficient ) economy would naturally lead to the establishment of capital 

intensive indusuies in the recepient country. If Bangladesh could indeed 

use a dollar loan to purchase the same equipment from Japan, the 

capital intensity would be closer to the one reflecting Bangladesh 

factor endowments. Secondly, even with foreign private investment the 

technology adopted is again the blue-print of the one back home. 

Foreign aid requirement during the plan period is 40 % of the 

total expenditure. Sixty-two per cent of the expenditure of the very first 

year of the plan would be met through foreign aid. Project credit and 

aid constitutes nearly 50% of the Taka 1.800 crores foreign aid required 

during the plan period. Impact of imported technology on employment 

is likely to be adverse. 

Rising Capital Intensity; Moreover some investments in industries 

which need to be developed in a balanced way are going jo be capital 

intensive in nature. Power, transport services, fertilizers, cement, steel 

etc, are highly capital intensive activities and will inhibit growth of 

employment to that extent. 
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3. ,"Definition and Concept to be Used in the Labour Force Statis- 

tics : Census of Bangladesh 1974, ''in Souvenir of Census of Bangla- 

desh, 1974, seminar held by the Bangladesh Geographical Society at 

December 30, 1973. 

2. Ahmed Iftikhar, "A Plan for Food-self-sufficiency and National 

Development Through Youth Participation", in International Sympo- 

sium of Young Researchers on Developing Countries, Foreign Capital, 

National Economy and Youth, Leningrad-Moscow, September 5-14, 

1973. 

1. Abdullah, Abu, "Land Reform and Agrarian Change in Bangladesh", 

BIDE, Dacca, November 23, 1973. 
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(-Adam Curle, "Aspects of Educational 

Planning in Underdeveloped Areas". 

Harvard Educational Review, vol. 32 

No. 3, p. 300, Summer, 1962). 

"Countries are underdeveloped because most of their people are 

underdeveloped." 

IMPORTANCE OF MANPOWER 

2) Absence of due importance to this abundant manpower resource 

in most of the underdeveloped countries including Bangladesh, 

although they are no less attracted by the Western Fiscal Plans 

which are prescribed in -financiar terms. 

3) Neglect of education as a means to change the quality of man- 

power. 

Although education is the best means for mobilizing manpower 

resources for the ultimate ends of economic and other affiliated develop- 

ments, most of the plan documents of the underdeveloped countries with 

a few honourable exceptions of the Socialist Countries, fail to spell out 

some definite policies in this direction. And our First Five Year Pian 

too cannot escape . that accusation. In fact its failure to attach due 

importance to this factor makes many sceptical about the intentions of 

those who were behind the formulation of this document in any capacity, 

however, honest they may be. 

Anyway, I want to confine my comments to the following issue 

only : 

I) Importance of manpower resources in the development progra- 

mmes. 

INTRODUCTIO>l" 

Education and Manpower 
(Student Participation and Adult Education ) 

ATIUR RAHMAN 

Dacca University 

-· 



=Inspite of the importance attached in man by a number of econo- 

mists and their efforts to bring it within the realm of economic theory, 

most economic development planners give usually only peripheral consi- 

deration to tbe analysis of human resources." 

Fredrick Harbison and Charles A. Myers. 

(Education, Manpower and Economic Growth, Mcgraw 

Hill, N. Y., 1964, P. 11). 

Excepting countries that emerged through a struggle for Socialism 

e g., China, Cuba, Vietnam etc. no other underdeveloped country bas 

attached that great importance to this human factor. These socialist 

countries made the challenge of uplifting the human resource as part of 

their revolution and 10 be frank, here lies the mystery of the miracle 

that they achieved in their development efforts. Although aware of the 

inherent potential of the human factor, almost all the underdeveloped 

countries have failed miserably in making good use of that. Instead 

they have become easy preys to the Western type of Monetized De- 

velopment plans which have serious social, political and administrative 

LACK OF El\1PHASTS ON HUMAN RESOURCES 

From this point of view development is essentially a «human" 

problem and planning means "changing men". That's why planning is 

said to aim at making human life -fuller and richer' Development is, 

therefore, more than the sum of simple technology ; simple economy and 

simple management ; it involves peonle and because of that any deve- 

lopment plan is expected to make efforts so tha t people can be changed. 

People can be changed only if the state of the society in which they are 

living can be changed so that they become respective to the trend of 

modernisation and new values. Hence the task before an underdeveloped 

country is not simply to get results within the existing framework of 

economic and social institutions but to mould and refashion these (or 

overhaul if need be) so that thev may larn to equip themselves for the 

desired development. The new approach to development is actually rooted 

in the shift of emphasis. The main shift in the development outlook 

today is characterised by the tendency to think of the cause of econo- 

mic growth as the capacity to create wealth rather then the creation of 

wealth itself. A theory of human capital which accounts for economic 

growth in terms of changes in the quality of human beings is getting 

more prorninance in the planners' parlance. 
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iii) '•Before socialism becomes a reality, the task is to educates 

the public about the need for Social change". A 11 these honest realization 

do not actually help us as long as we are not given any definite policy to 

materialize them. How would the change come from within or without? 

By whom will it be initiated the political cadre ? How far are they 

ideologically committed and sincere ? Who are the exploiters ? All these 

questions immediately follow the above observations. But the plan 

fails to give any answer. And that, too may be the menifestation of the 

reality of the present tirne, 

ii) "Revolutionary thinking must precede revolutionary action. by 

the masses", (p, 4). 

i) ''A society in transition towards socialism has to accept the 

need to adopt radical measures to free the masses from their age old 

bondage of traditisnal values and customs as well as from their exploi- 

ters. As long as the broad masses are unable to accept the norms of 

behaviour necessary for a radical transition of society, no amount of 

socialist policy adopted by the government can usher in socialism" 

(l.8, p. 3). 

Reflections of these shortcomings are very glaring in our first plan 

although we are quite distinct from all other underdeveloped countries 

as our society aims at a socialist transformation. No urgency of approach 

for putting frontal priority on changing man for changing the society, as 

has been the case with other socialist countries. is noticed in our plan 

document . Although than plan makes sporadic statements here and there 

stressing the need for bringing qualitative change in man for making 

him free from age-old exploitation and deprivation, it has failed to give 

any workable way out for the realization of the same. On the contrary 

whatever proposals they have traied to make are much more limited 

and usually more Jen ient towards the prevailing attitt~d es and institu- 

tions. A few of the observations of the plan are : 

limitations. Because money is scarce has to be created in all underdevelop- 

ed countries through inflation, price policy, taxation and external borrow- 

ing all of which have serious implications. For that matter all the 

plans of UDC's suffer from serious distortions and people have to 

cope with many hardships for that. 
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NEGLECT OF EDUCATION 

What would have be~n really beneficial for all of us, if the plann- 

ers could somehow outline a definite policy for changing the tradition 

bound masses as is witnessed in all those countries who are sincerly co- 

mmitted to socialism. This they could easily do through framing a radi- 

cal educational reform which could serve double purpose. First the 

long due overhauling of education could make students an asset for 

future programmes and secondly the students who are quite mature could 

be utilized for changing the manpower. Gradually these students and 

the masses would have thrown themselves as the envisaged 'cadres' who 

are so essential for a social chance. Such a step could have far reaching 

consequences as evidenced from the cases of Vietnam, or Cuba. We are 

still in darkness as to why the first plan foiled to take such a pragmatic 

approach when it never failed to, focus the urgency for a socialist trans- 

formation. 

This is very true that when confronted with problems of develop. 

ment which lie beyond the familiar analytical framework or out of the 

jurisdiction outlined in prior, the planners quite naturally brush them 

aside with an expressed recognition of their probable importance and a 

vague hope that somehow or other they will solve themselves in the 

course of the normal economic growth. And this fact is more than clear 

in our case. With a pious hope that leadership and enterprise of <young- 

men" (or -political cadres' as envisaged by planners) who are ''willing 

to dedicate themselves" to the task of transformation of the society and 

without an objective analysis of the existing realities, the planners have 

finished their job. 
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The First Plan aims at self-sufficiency in food grains and creating employ- 

ment opportunities for the rural unemployed and underemployed during 

the plan period. In so far as increase in food grain production is concer- 

ned two broad strategies are proposed namely (i) increase in yield rates 

and (ii) increase in cropped area by multiple cropping through irriga- 

tion. The increase in yield is supposed to be achieved by introducing 

HYV in irrigated areas, rainfed areas and traditionally irrigated Boro 

areas and directing the distribution of agricultural insputs to HYV and 

irrigated areas. In this respect the plan visualizes some limitations which 

reduce the possibility of rapid increase in agricultural product particu- 

larly food grains in the first four years of the plan. The limitations are 

According to the strategy of the plan there is special emphasis on 

the agricultural sector. The emphasis on this sector involves some crucial 

considerations such as creation of new job opportunities, increase in 

the output of food and non-food agricultural commodities, avoidance 

of dependence on imports for food grains and earning of foreign exchange 

through export. As a matter of fact, the First Five Year Plan aims at 

solving some of the basic problems which our economy is beset with. 

Now, it remains to be seen how far the strategy of solving these national 

problems stand beneficial without creating additional problems within 

the plan period. 

In this paper an attempt bas been made to examine one of the 

issues which seems to be associated with too much dependance on agricul- 

ture for job opportunities and. output increase simultaneously during 

the plan period. It is endeavoured to discuss briefly the possibility of 

output and employment increase in the agricultural sector. 

By 

A.T.M. ZAHURUL HUQ 

Department of Economics 

Dacca University 

Agricultural Employment and Element .of 

Social Cost in the First Five Year Plan 



It appears from the plan that the availability of agricultural pro- 

duct in general and food grain in particular is conditioned by several 

facts. Firstly, the plan assumes normalcy of weather conditions which 

in reality is. very uncertain in our country. If the weather condition 

turns to be abnormal and damage agricultural products, the physical 

target of output increase will not be fulfilled. This will entail import 

during the plan period. The plan assumes that if abnormal weather 

conditions prevail and crops are affected thereof, the actual need of 

import will be about one million tons provided the standard deviation 

is. 4%. of the mean production. This 4% deviation is based on the 

assumption that the loss of output likely to be suffered because of bad 

weather may be compensated or recovered through increased Boro produc- 

tion. But the point is that if bad weather conditions or natural calamities 

really damage output, the exact magnitude of crop loss can not be 

ascertained a priori. Hence a million tons of food grain imports in 

the mid year does not indicate accurately the likely drainage of foreign 

exchange for food grain imports. Secondly, the plan presumes that the 

deviation of consumption would be very low. That is the average per 

day: per capita availability of food grain amounting. to 16oz is supposed 

not to be significantly affected by income elasticities of consumption demand 

for food grains during the plan period. But this assumption regarding 

consumption demand is highly improbable in a situation where income 

generation is obviated by the increase in employment opportunities in the 

economy. If the additional employment creates additional consumption 

demand, the price increase might be very high and consequently the 

prevailing situation is likely to reduce availability to others. This being 

the case, additional import of ·food .grains on top· of one million tons is 

unavoidable. 

that (i) irrigation can not be spread quickly to accommodate large areas 

under HYV initially and (ii) because of deficiencies in existing trans- 

port system and institutional facilities, food grain production can not 

be increased rapidly by mere introduction of HYV in the rainfed areas. 

As a result. until the terminal year of the plan there will exist some 

deficits ·in the food grains. In other words, during the first four years, 

the plan does not indicate any possibility that (i) the requirement of 

food grain will be domestically met and (ii) avoidance of food grain 

import is feasible. This seems to be the situation when every thing 

goes alright and the plan target of food grain production is acheived. 
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Source ; First Five Year Plan, (p. 9). According to the plan estimate 

the creation of new job opportunities would be 41 lakhs as against the 

increase of labour force by 39.3 lakhs (assuming that the share of new 

jobs will be half of the additional labour requirement in agriculture). The 

plan further states that of the estimated 39.3 lakhs increase of Iabour 

Total 54.0 

The plan proposes to reduce underemployment and increased employ- 

ment by 1977/78 as follows; 

-Sector/programe Lakh of Man-years 

1. Crop production, livestocks, fishery 

including ancillary processing and marketing 26.0 

2. Works programme, flood control, irrigation 

and related agricultural projects 5.0 

3. Construction and services 10.6 

4. Industries, power and gas 6.5 . 

S. Social sectors (health, education, etc.) 5.9 

We have, so far, considered the possibility of self-sufficiency in 

food grain and the impact of income increase on consumption of food 

grains. This is one aspect of the .situation. Another aspect is that apart 

from food grain consumption the increased income in the plan period 

will constitute additional demand for other types of consumption goods. 

If the aggregate consumption demand can not be met by adequate 

domestic supplies in the face of increased income, the situation might 

further deteriorate. It might be clear if one looks at the possibilities 

of employment creation m the economy as a whole and the agricultu- 

ral sector in particular. 

One might argue that this situation may crop up if bad weather 

conditions prevail and deviation of consumption demand due to increase 

in income becomes very high. But as mentioned earlier, even if the 

production target is fulfilled and normal weather conditions prevail, the 

drainage of foreign exchange for import of food grains can not be avoi- 

ded altogether until 1977 /78. If the basic assumption behind self-sufficiency 

in food grain does not hold, the situation will be far more worse than 

it is expected. 
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force nearly 13 lakhs will find new work in agriculture proper and the 

rest of the increased labour demand in agriculture will reduce existing 

underemplopment. Besides, another 10 lakhs of the additional labour 

force will be absored in rural areas in Works programme, irrigation, 

flood control, cottage industries, ancillary services and social programmes. 

That is to say roughly 23 lakhs of increased labour force will be 

absorbed in rural areas compared to 16 lakhs in the urban areas. In 

that event, majority of n~w jobs will be available in the rural areas 

accompanied by faster increase of money income. This being the case, 

it stands fairly possible that the newly employed labour force will create 

new demand for consumption goods in the agricultural sector. Thus the 

income increase of the agricultural labour in the process of planning 

following newly created job opportunities accompanied by slow rate of 

increase in food and non-food agricultural commodities in the first four 

years of the plan is likely to involve some social cost. 
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In this paper an attempt is made to evaluate how adequate the 

population policies advocated in the Five Year Plan (therefore refer- 

red as Plan) are in arresting the surging rate of population growth in 

Bangladesh. The analysis is presented in two different sections. In 

section I, we assess the salient features of the population policies 

advocated in the Plan; and in section II, we focus on some structural 

barriers to the success of the Plan. 

"The man-land ratio in Bangladesh is already one of the highest 

in the world. The present 3 per cent growth rate of its (Bang- 

ladesh) population will double it in 23 years and treble it "by 

the beginning of the next century. Even a doubling of po.Pu- 

lation on the limited land space of Bangladesh is a distributing 

prospect. A trebling of the population is simply frightful to 
visualize" [ 2, p. 531S ]. 

Population growth is one of the most important factor related 

to the socio-economic development of a society. This basic fact 

appears to be true for all societies, whether developing or developed ; 

there is hardly any room for debate on this issue. The alarming rate 

of population growth ( 3 % per annum) in Bangladesh and its consequences 

on the economy of the country are recognised and the First Five 

Year Plan of Bangladesh has faced up squarely Jo this issue. This 

concern is expressed in the following manner by the Plan ; 

INTRODUCTION 

RAFIQUL HUDA CHAUDHURY 

Research Demographer 

Bangladesh Institute of Development Studies 

Glance at Population Planning 

in· Bangladesh 



2. The Plan in order to reduce its stipulated number of births 

: placed emphasis on the following methods of contraceptives in order 

of rank : (i) condom; (ii) pill, IUD, male and female sterilization· and 

- (iii) liquid foam. Consideration of condom as the most important 

: method of contraceptive seems to me to be hazardous. The National 

Impact Survey of 1969 bad shown the following contraceptive usage 

-pattern - in Bangladesh ; condoms-20%, IUD-42%. oral pills-30%, male 

and female sterilization-30% [ 11 ]. According to the above findings, we see 

.that the condom is not the commonest used method among . the eligible 

'&9uple~ -, _ Hence, its,c;_QQ~t9e~a,ti~n as number one method is not Justifiable 

In section I, we will evaluate the main features of the popula- 

. tion planning programmes as advocated in the Plan. 

· I. The Plan calls for averting 8.70 lakh births during the Plan 

- period (1973-78) - [ 2 ]. This is no doubt an ambitious target. The first 

·year of the plan period is almost gone and the program-me is yet to 

be- fully launched. This means we will have to reduce at least 2 

: lakh - births per year during the next four year period. In order to 

curtail 8.7 lakh births, we will need to find approximately acceptors 

'five "fold the number of births to be averted among the eligible couples 

[ 13 ]. Mere fulfilling the required number of acceptors may not have 

any demographic impact on birth rate unless they are found among 

- those eligible couples who have not yet achieved their desired size of 

the family and in the prime period of their reproductive age i.e., 

those who are currently married and in the age-gr oun ~ 29. A study 

conducted in the erstwhile East Pakistan had shown that 66% of. all 

births in 1969 were given by the women ·in age-group ~ 29 [ 11 ]. 

Acceptors among the women who bad already achieved their desired 

number of children and in the age-group g- 30 may cause no significant 

effect on reducing fertility. Unfortunately, the Plan is silent on the 

: issue of the number of acceptors it is g0ing to enlist per annum arid 

what would be its distribution among the young ( -:::; 29 yrs.) and the 

old ( ~ 30 yrs. ) eligible couples. A programme which aims to reduce 

certain number of births but has no target of acceptors and its 

probable distribution among the age-groups may be considered only 

as a goal without clear-cut means to achieve that goal. 

SECTION-I 
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because the method would be less appreciated among the eligible couples 

unless extra efforts are geared to popularize the method first. Moreover, 

condom is probably not a very efficient method of controlling fertility. 

Unfortunately, we have a near total absence of knowledge over the use. 

effectiveness of condoms in a rural society such as Bangladesh. As 

regards the other methods, the Plan laid equal emphasis on oral pills, 

IUDS, male and female sterilization. The equal emphasis on these 

non-conventional methods of contraceptives may· not prove to be 

effective in terms of their acceptance among the probable adopters 

because the extent of knowledge about these methods vary among the 

eligible couples. According to the above cited study, we may arrange 

the popularity of the contraceptives in the following rank-order: (1) 

IUD, (2) male and female sterilization and (3) oral pills. IUD is the 

most known method in Bangladesh and still it can be promoted through 

well designed follow-up care for side effects. Of all the methods of con~ 

traceptives, IUD is found to be the most effective method in the much 

publicized successful family planning programmes of Taiwan and Korea 

(10). The pill may not be found to be very effective method in case 

of Bangladesh because its success depends on its longer continuation and 

sophistication on the part of the acceptors. It demands regularity of 

use which may be difficult to ensure in Bangladesh where most of the 

eligible couples are> illiterate. Besides, the pill should not be prescribed 

for all types of women on medical ground check up for safeguard 

against the side effects these may be difficult to ensure in view of lack 

of knowledge of preventive health care and meagre health resources 

available in the country. Moreover, it should be mentioned here that 

oral pill may-not cause any singnificant impact on birth rate in Bangladesh. 

Oral pill is largely used for spacing instead of being used as a terminal 

method. For spacing, we do not need to resort to adapting oral pill, 

particularly in case of rural Bangladesh where spacing between births is 

biologically lengthened through post-purtum lactation amenorrhoea. During 

post-purtum lactation, a woman bas very low probability of being pregnant. 

A recent study bas shown that for a rural area in Bangladesh· post- 

purtum amenorrhoea lasts on the average 17 monts for breast feeding 

women with surviving child (4). The above discussion suggests that 

we should give more emphasis on IUD and male and female sterilization 
in comparison to other methods. 

3. To ensure small family size, the Plan has considered the 

possibility of imposition of punitive measures against all couples who 
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will have additional children after the second child. The punitive measures 

suggested are (i) the restriction of ration cards and (ii) to debar from the 

benefits of fair price shops. Both the suggested punitive measures 

have very limited applicability. Statutory and modified rationing 

are mainly confined to urban areas of the country and hence restricted 

ration cards measure will have very limited outreach as it will not effect 

the vast majority of population of the country who live outside the limits 

of statutory and modified rationing areas. As regards the second proposal, 

i.e., debarring from enjoying the benefit of fair price shops, it is fur- 

ther limited in its scope of aoplicability. Fair price shoos are very 

limited in number and it deals with only few commodities and its 

services are also being enjoyed by a limited sezment of the population. 

Hence restriction in the use of the services of the fair price shops 

would in no way put an additional economic constraint upon great 

majority of population. Moreover, the Plan does not tell us whether 

the suggested punitive measures would he retrospectively applied upon 

those people who already have bad more than two children. If the 

measures are given retrospective effect, this would be extremely unethi- 

cal because if the measures were promulgated earlier, the couples 

who already have had more than two children would have possibly 

stopped at two and they should not be punished for their retrospective 

acts. If the couples who already have had more than two children 

are exempted from the punishments then for whom these punitive. mea- 

sures would be applied ? Naturally, the measures. are then meant for 

those couples who have not yet attained more than two children. 

This situation will create dual laws in the society and this is likely 

to breed frustration and possibly to unrest ultimately. Thus it is evi- 

dent that the recommended punitive measures are not only very limited 

in its scope of applicability but also very dubious in its ethics. 

4. As steps towards reducing fertility, the Plan calls for increasing 

the legal age at marriage and also considers the possibility of legali- 

zation of abortion as a means of population control. Legal age at 

marriage, if raised, could be an effective means in reducing fertility 

but its implementation ts very difficult in the socio-cultural milieu of 

Bangladesh where most of the people do not know their age and early 

age at marriage is the common practice and also socially sanctioned. 

Raising legal age at marriage may be fruitful when birth registration 

or obtaining .birth certificate is made compulsory, As regards abor- 
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tion, the Planning Commission is half-hearted and did not make any 

defenite recommendation about it. This is possibly due to opposition, 

the recommendation may face from the traditional section of the society. 

Abortion is found to be one of the most effective means of popula- 

tion control as we know from the experience of various countries parti- 

cularly of Japan and Hungary where birth rates were drastically redu- 

ced through the use of abortion. We are, however, not sure what 

would have been the effect of abortion on fertility in a traditional 

Muslim society like Bangladesh. The 1969 National Impact Survey has 

found that only 1 % of the wives in Bangladesh mentioned abortion 

as a method of family planning (11). No doubt, we are at this stage 

less sure about the probable impact of abortion upon fertility in Bangla- 

desh but if introduced it \VOHld at least avert the criminal abortions, 

if any, and would make the lives of those women who are aborted 

criminally under un-hygienic conditions less hazardous. 

5. Io order to promote small family size norms, the Plan calls 

for motivational campaign at villages, schools, colleges and factories 

and introduction of population courses in the educational curriculae. 

These seem to be very innovative ideas but the Plan is not very 

specific about to whom the motivational campaign is to be directed 

and who will be in charge of these campaigns. Motivational campaign 

launched at random may not be very effective unless it is geared to 

those key people who play important roles in the formation of attitudes 

. towards family size and practice of contraceptions. These key people 

can only be identified through careful research. The Plan does not 

seem to have recognized this important issue. As regards the intro- 

duction of population courses in the education curriculae, the Plan 

did not say who would be in charge of devising these courses and 

who will teach them. Expert knowledge is necessary to devise these 

courses. Moreover, mere introduction of courses will not suffice unless 

there is sufficient trained people who can offer courses in this speci- 

alized branch of knowledge. We have very few population experts 

in this country and hence to teach population courses, we need to 

give special training to the existing teachers till such time comes when 

we have the required trained population experts available in this country. 

6. The Plan calls for creating a new cadre of multi-purpose 

health and family planning workers. The nature of their job would 

be to promote health and family planning education and motivation 

to be carried through personal contact and regular home visits. They 
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*This figure is derived by subtracting the number of currently married 

female matriculates from the total number of female matriculates, 

The number of currently married female· matriculates is estimated by 

applying the ratio of the married females to the total number of 

females in the reproductive ages (15-49) in Bangladesh (1961), to the 

total number of female matriculates. In the absence of necessary data 

iJ was not possible to make correction in the above estimate for the 

fact that the marital status of the female matriculates may be somewhat 
QifferenJ from that of Jhe female population, 

will work in a team comprising of one matriculate male and one 

matriculate female and each team will work for 8,000 population. 

This seems to be very ambitious plan. But one would be curious to 

know how the required man-power particularly the female matriculates 

to be found to do the job ? According to 1961 censns, there are 

only 11,718 female matriculates in the country [ 9] and if we assume 

that all of them would be available to do the job, they cau attend 

(11,718 x 4,000) 4,68,72,000 female population at the rate of 4,000 

women per matriculate worker and the above number is well over the 

entire female population. BU[ we know that not all of female mat- 

riculates will be available for the job. Those who are already married 

are not expected to leave their husbands behind and go to the remote 

villages to do the job unless their husbands also choose to go with 

them-this is very impractical suggestion particularly, if the husbands 

are already employed elsewhere. So, we will have to exclude most of 

the ma~riculate women who are already married to do the job and 

then we are left with only those matriculate women who are single, 

widowed and divorced and the number of which according to 1961 

census is estimated to be 1495* and they can cover only (1495 x 4,000) 

59,80,000 women-the number is far below not only the total female popu- 

lation but also the total female population in the reproductive ages of 

Bangladesh. According to l961 census, the total female population 

and the total females in the reproductive ages (15-49) are 2,44,91,392 

and 1;06,84, l93, respectively (9). Thus it appears that when we exclude 

the married female matriculates from our total available female 

matriculates, we cannot reach the target population. Under the 

circumstances, it looks that iemporaily we will have to relax the 

education criterion for recruiting fem ale multi-purpose workers till 

such time when adequate female matriculates particularly at local level 
would be available to do the job. 
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"That a successful population planning programme will have to be 

based on reduction in maternal and child mortality and morbidity 

-" (2). 

The argument seems to be plausible but we will have to assess 

how well the health administration will be able to fulfill this dual role 

i. e., rendering health and family planning service effectively in view of 

its present scarce health workers and rudimentary health infrastructure. 

At present there are 7,000 doctors in the country which gives a doctor- 

population ratio of 1 ; 10,714 (2) one of the lowest in the world. Regarding 

the infrastructure of health, it is very rudimentary, the Government is 

still to find medical doctors to fill the positsons of rural health ser- 

vice (2;. Under the circumstances, integration of family planning with 

health services operationally means additional job to be performed by 

already over worked health personnel. This additional job may not be 

considered very rewarding by the over-worked health personnel. Moreover, 

integration between health and family planning services may give rise 

to the familiar prablem of inter-organizational conflicts. If the above mentio- 

ned problems are associated with scheme of an integrated health and family 

planning programme then why one would go for such a scheme parti, 

cularly in a situation where there is no demonstrative evidence that an 

integrated health aud family planning programme is more successful. in 

reducing fertility in comparison to an independent family planning pro- 

gramme and moreover, where there is already a well built independent 

family planning infrastructure in the country. 

8. As regards the evaluation of the programme activities, the scheme 

does not provide any elaborate evaluation procedures excepting some 

sketchy and vague remarks here and there-like population activities will 

be subjected to external evaluation. The Plan, however, did not specify 

who would be these external bodies and how the data sources would 

be made available to them nor do they tell us what would be the 

structure of the external research bodies ? The Plan also calls for evol- 

ving an internal evaluation mechanism through service statistics, regular 

7. The most dramatic recommendation of the Plan is to call for 

integration of the family planning programme with the health services. 

This is a departure from pre-liberation set up of a vertical non-integrated 

family planning programme. The rationale for integration of health and 

family planning service is possibly expressed in the following words of the 

Plan 

. . 
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Now, we will ask, do the couples in our society perceive any 

special benefit to be derived from the reduction in number of children 

and . what are the structural barriers towards realization of these benefit. 

Here, we will discuss two main structural barriers towards the success of 

a . family .P!anning programme in Bangladesh. First, childern in this . 

so9ieJy .are considered functional for maximi~ng economic and noa-econcmic 

In section II, we will discuss the structural impediments towards 

the success of a famiiy planning programme in Bangladesh and the role 

of some institutional variables upon fertility. The purpose of a national 

family planning programme, among others, is to reduce the fertility level 

of a country and thereby to slow down its rate of population growth. 

In this context a key question is likely to be asked about the chances 

of success of a family planning programme in reducing fertility in Bangla- 

desh ? The answer is possibly that chances of success of a family planning 

programme are meagre in the present structural context of Bangladesh. 

The National Impact Survey of 1969 showed that 88 % the urban and 

80% of the rural population of Bangladesh knew of family planning 

while the corresponding figures for current users of contraceptives were 

6% and 3%, respectively (I'l). These figures naturally prompt one to 

ask why there is such a gap between knowledge and practice ? This 

gap may be explained in several ways. But one of the plausible explana- 

tions could be that knowledge of something does not necessarily lead 

to its practice unless one is sure about the personal benefit to be accrued 

out of adopting such practice. This then lead to the development of 

a hypothesis that people will adopt family planning practices when they 

perceive the personal benefits of doing so outweigh the risks. This 

crucial ingredient for the success of the family planning programme has 

been ignored in the past and is inadequately dealt With in the present 
Plan, 

SECTION-II 

reporting and inspection by supervisory personnel. The internal evalua- 

tion procedure may not give us a correct picture of programme perfor- 

mance as suggested by the experience of the former Pakistan Family 

Planning Programme. (2). To measure the success or failure of a family 

planning programme; evaluation is most crucial and a definite commit- 

ment towards it is required but unfortunately, the Plan is half-hearted 

on the issue. 
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Second, in societies like Bangladesh where the scope of personal 

advancement is limited for a great majority of the population, it is not 

clear why there should be any particular advantage in having !WO or 

three children rather than six or seven ? Marginal and indirect cost Ill 

raising children is small for poor day-labourers or landless peasants who 

constitute a major . section of the population. According to some esti- 

mates, 49.64 million population of Bangladesh Iive below proverty level 

(1). The poor section of the population even if they curtial their ferti- 

lity will fail to improve their maienai standard of Jiving or improve 

their social standards because they are already marginal people and their 

potential savings are insufficient to permit them to purchase consumer· 

durables or JO send their children tor higher education, Evidence exists 

elsewhere that poor people realistically assess their conditions (3) and · 

thereby find no extra incentives to reduce their fertility because such 

change will not improve their position substantially. Appeal to 

adapt family planning practices on the plea of national interests wlll 

not cause and headway in the minds of the teeming millions unless they · 

see some economic betterment is forthcoming through adoption of 

family planning practices. What is good for the nation, may not be in 

the individual's interest. To get across the idea of small family size · 

norms among the teeming millions, some positive steps need to be taken· 

to improve their socio-economic condiuons. Evidence exists that couples : 

~duce their fertility when they have the· means and· opportunities to-' 

utilities. Children, particularly boys are economic assets to the parents- 

they not only help their parents in their family farm but also bring 

money home by working elsewhere and the parents find in their male 

children future economic security and companions in the rainy days. 

Moreover, with village factionalism, feuds and politics, the number of 

boys is an important component of the clan or family. Thus in a social 

structure where children are considered as both economic and political 

assets, there will be little room for incentives of fertility control 

unless there is drastic change in the social structure which will call 

for introduction of social security system, complete ban against child 

labour and compulsory education upto certain ages. Introduction of 

social security system, ban against child labour and compulsory 

education upto certain ages will make couples less dependent upon 

children and consequently they may lose some of the incentives for 

having large number of children. 
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Female labour force participation outside the home in non-agri- 

cultural activities has a depressing effect upon fertility and studies conduc- 

ted to-date support this hypothesis (8). The countries which have 

experienced fertility decline are also found to have higher female 

participation in the labour force particularly in non-agricultural activities. 

, Working women find it extremely competitive to have children as well 

a~ to work. Jn work they increase their social contacts and ~et them 

B. FEMALE LABOUR FORCE PARTICIPATION 

Education is one of the most important variables inversely asso- 

ciated with fertility level of a country. Of all the socio-economic 

variables used to explain the so-cal led demographic transition, 

education is found to be the most important and consistent variable. 

Moreover, tbe countries which have experienced fertility decline have 

attained a very high dr·gree of literacy level. A recent study has 

shown that much of the variance in fertility decline of Taiwan is 

accounted by education (7). Education helps reduce fertility in to 

ways: First, it helps one to over-come the personal prejudices, stero- 

type ideas and superstitions and offers opportunity to a couple to under- 

stand the pros and cons of a small family size. Second, it offers 

opportunity for access to the main stream of the society and helps 

in improving one's socio-economic status. Both the effects of education 

have negative bearing upon fertility. The literacy level of Bangladesh is 

very poor only 17% of tbe total population are literates (9). Unless we 

improve the education level through some national crash 'programme, 

the idea of small family size will be bard to get across to the people. 

A. EDUCATION 

Here, I will talk about the effect of some institutional variables 

upon fertility. Of these institutional variables, mention is made only 

of education, female labour force participation and infant mortality. 

INSTITUTIONAL VARIABLES 

improve their standard of living and social positions (5, 6). Economic 

conditions of the teeming millions of Bangladesh can be improved thro- 

. uzb .drastic social chance such as more equitable income distribution and 
0 0 

through more gainful employment. 
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From the foregoing discussions, it becomes evident that unless 

we introduce somesort of social security system, impose ban on child- 

Jabour, increase education level of the population and female labour 

force participation in non-agricultural activities, reduce mortality and 

make some positive steps towards improving the socio-economic condi- 

tions of millions of poor people, the impact of the family planning in 

reducing fertility would be hardly felt in Bangladesh. Those who suffer 

CONCLUDING REMARKS 

To reduce fertility, we will have to also ruduce infant mortality. 

Infant mortality and fertility is positively related and the evidence of 

which also exists in Bangladesh (12). The argument follows that couples 

will produce more childern then what they desire in a society where 

there is higher infant mortality in order to ensure the survival of at 

least few children. Families are assumed to value and hence adjust 

their behaviour in accordance with surviving children, not birth per se. 

Once couples are sure about the survival of their childern they may 

not produce more then what they desire. Infant mortality rate in Bangla- 

desh is estimated to be varying between 160 and 140 per thousand _live 

births (2), This high infant mortality rate has to be reduced to enhance 

demographic response in this country, 

C. INFANT MORTALITY 

selves involved in extra familial activities such as attending social parties, 

meeting and other social activities and these extra-familial activities 

compete with those of family. Thus having a child by working woman 

means not only forgone income but also forgone opportunity costs and 

these considerations possibly restrain the working women from having 

more children. Female labour force participation in non~agricultural 

activities in Bangladesh is only 0.9% (9). This is possibly due to res- 

tircted female employment opportunities and negative social attitude 

towards working women. Some would argue that in case of massive 

unemployment and under-employment of adult males, the policy of in- 

creasing the female labour force participation seems to be impractical. 

This is undoubtedly a negative attitude and ignores the idea that if 

women are not given alternative roles outside their home, they will have 

no option but to breed. 
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By 
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·Senior Research Demographer 

Bangladesh Institute of Development Studies 

The paper will be divided into four sections. Section I will 

give some demographic parameters for Bangladesh. Section II will 

consider some of the demographic problems in the economic deve- 

lopment of Bangladesh, Section III will be devoted to an analysis of 

economic gains from a reduction in birth rate and, Section IV will 

be concerned with an evaluation of the population planning progra- 

mme of the First Five Year Plan of Bangladesh. The first three 

sections of the paper will draw heavily from my earlier papers 

presented elsewhere ( 14, 15, 16, 17, 18, 19 ). 

The population of Bangladesh as on January 1, 1973 is 

estimated to be 72 million (13).1 According to the adjusted 1961 

Census, 48.2% of the population of Bangladesh was under age 15 

and 48.8% in the age range 15-64, the child dependency ratio-defind 

as persons under age 15 as percentage of persons 15-64 being 101.2 (3). 

As calculated from the Chandrasekar-Deming ( CD) set of PGE 

(Population Growth Estimation) data for the Combined years of 1964 

and 1965, the Total Fertility Rate (TFR) for the Bangladesh women 

is 7.05, Gross Reproduction Rate (GRR)3.51 and Net Reproduction 

Rate (NRR) 2.46 (20). These rates suggest that the number of children 

that will be born to a woman who has passed through her reproduc- 

tive period is 7.05 on the average, the corresponding number of girls 

born will be 3.51. After taking into account of mortality, a woman 

at the end of her reproductive period will be replaced by 2.46 

women on the average. To attain a stationary size of the total popu 

lation a NRR value of only ·1.00 is required. Our present birth rate 

is thus far in excess of the replacement level. 



Since the end of the second world war there has been a 

spectacular improvement in the mortality, ignoring of course the extra 

deaths due to the Novernbar 1970 cyclone and those due to and 

associated with the Pakistan army crackdown in Bangladesh .in 1971. 

The improvement in mortality has been possible through the control 

of epidemics of cholera, .typhoid and small pox and the incidence 

of malaria as a result of the application of cheap antibiotics and 

public health measures developed elsewhere. 

The estimate of birth rates, as obtained by using CD method 

for the year 1962 through 1965, were high and fluctuating and the 

average rate for the period was assumed to be around 50 per 

thousand. Similarly the average death rate for the period was assumed 

to be 18.5 so that the natural rate of population growth was 3.15%. 

After taking into account of net emigration, the rate of growth of 

the population was around 3.0% (13). 

Tne high birth rate in Bangladesh is associated with (i) low 

age at marriag (ii) universality of marriage and (iii) practically non- 

interference with the fertility behaviour. The average age at marriage 

for females in Bangladesh is only around 15 years. 32 % of the 

females in the age group J0-14 were married in 1961, the proportion 

married increasing to 89% in the age group 15-19 and 96% in the 

age group 20-24. Proportion ever married in each age group was 

91.7% in 15-19, 98.7% in 20-24 and 99.5% in 25-29. Only 0.08% 

the females at ages 50 and over fail to get married. Acceptence 

rate of family planning is very low. Only 5-8 % of the eligible 

couple accepted any form of contraceptives at any time. 

The death rate in Bangladesh registered a downward trend since 

1921 except the decade of 1941-51 which witnessed the 1943 Bengal 

famine causing l.9 million extra deaths in Bangladesh and also the 

second world war' acid the 1947 partition of the sub-continent at the 

cost of some extra Jives. The death rate declined from 47.3 per 

thousand in 1911-21 to 37.8 in 1931-41, 29.7 in 1951-61 and 18.5 

in 1962-65 ( 18). Now it is estimated to be only 17.0 per thousand. 

The infant mortality rate which was 250-300 per thousand of live birth 

in the past declined to around 140 per thousand in 1962-65. This 

infant mortality rate is very high compared lo that obtained in advanced 

countries where the infant mortality rate is only around 20 per 

thousand live births. 

- . 
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High fertility connotes an age distribution which is young. An 

improvement in infant mortality rate from a high level has the effect 

. of further increasing the proportion of population at young age. A 

sustained high birth rate in conjunction with a low and declining 

death rate is causing a high rate of population growth. The death 

rate of the population will be still falling due to the efforts made 

by the national government with assistance from international agencies. 

Thus unless there is a decline in birth rate, we will 'have to live 
with a natural rate of growth of over 3% in the years to come. 

With 55, 126 square miles as the total area of the country, the 

denisty of population per square mile increased from merely around 

181 in 1650 to 413 in 1872, 737 in 1941 and over 1,300 in 1973 

(19). Can we afford to have a density of population of over 2,600 
persons per square mile in, say, 1996 ? 

The situation is still deplorable when we consider the area of land 

under cultivation. The total agricultural land (including current fallow 

and waste) is 36,300 square miles, which is 65.8% of the total area 

of the country. That agricultural land per person comes to be only 

0.32 acre, and per agricultural population around 0.37 acre (if it is 

assumed that 85% of the population are agricultural). The average 

farm size according to the Census of Agriculture, 1960, was 3.5 acres 

and according to the Master Survey of Agriculture, 1968, was 3.2 acres. 

As a result of the high rate of population growth and consequent 

subdivision of holdings coupled with some redistribution of land among 

the landless cultivators through the government measures, the farm size 

and the average holding of agricultural land will decrease fast, at the 

cost of the efficiency of farm operation, unless effective counter-balan- 
cing measures are taken. 

II 

Unlike a decline m death rate which is desired by possibly 

all societies and all peoples, a decline in birth rate is not yet a 

universall desirable accepted thing. Moreover, factors governing the 

decision to limit the family size are more of a social and psycholo- 

gical nature influenced by a deep rooted attitude and value system 

of the fndividual and of the society, and unlike mortality, very slow 

to change. The problem is especially staggering in Bangladesh. The 

present level of fertility is also higher than that prevailed any time in 
the countries now industrialized. 
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A high rate of population growth creates more problems in raising 

the level of living than a low rate of population growth. As a rule 

of thumb it can be maintained that the proportion of the national 

income that must be invested to prevent per capita income from failling 

is roughly three limes the rate of growth of population or labour force 

(6). If the rate of population growth is 1 % per annum, around 3 % 
of the national income must be invested to keep the productivity per 

worker from falling. At 3 % rate of population growth, the required 

level of investment is around 9% for the per capita income to remain 

unchanged. At a respectable level of 15%, per capita income in a zero 

population growth case will be 5%, while in a 3 % population growth 

case will be only 2%. It was assumed that capital output ratio is 3:1. 

Less than 20% of our population are literates. The proportion of 

those who are attending schools to the school age population is only 

around .391 in the age group 5-9 and ·092 in the age group 10-14 

(IS). Given the high rate of increase of the school as population and 

the unusually small proportion of them now going to school, coupled 

with a high dropout rate, it would be extremely difficult for the govern- 

ment to provide for universal and compulsory education to children and 

wipe out the menace of illiteracy. 

In Bangladesh, given the rate of increase of pupulation in labour 

force' age group and the participation rate of the labour force as 

of now remaining valid, the additional jobs that need to be created 

are around 17-20 millions during the next two decades. The number 

of additional job that need to be created will be still higher ·than 

that projected above if the present level of unemployment and under- 

employment-assumed to be 30% now-is to be lowered. 

In Bangladesh the scope for extending the area of land ucder 

cultivation is limited. But there is some scope for more intensive culti- 

vation of land. The High Yielding arieties of seeds also open up some 

possibility for an increase in the frequency of cropping and multiple 

cropping. But there is a limit to growth. If the demand for food per 

person remains. same, instead of 120 lakh tons of food required in the 

present day, we will need double as much in about 23 years, triple 

as much in say 35 years and four times as much in less than 50 years' 

time. Can we manage ? 
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A word on rural-urban migration. Admittedly the proportion of 

urban population in Bangladesh is very low. However, in the years to 

come the volume of urban population is expected to increase substan- 

tially. If the present tendency towards a concentration of urban population 

in large cities continues, an improvement of the already inadequate 

standards of public utilities, housing and other amenities wilt be extremely 

difficult. 

Today we are faced with the problem of huge import requirements 

for consumption goods like food. clothing, petroleum, medicine etc., 

in addition to industrial raw materials, cement and spare parts. It is 

clear tbat with fewer number of persons in Bangladesh, the consump- 

tion requirements would have been less, implying less of social unrest 

and tensions and less worries for the government. The economy bas 

. not yet attained its pre-liberation efficiency. Compared to 1969/70, the 

last normal year before the liberation of the country, it is estimated 

that in 1972 the production in agriculture declined by 18% and that 

in industry by 30%, the overall reduction in the national income in 

1969/70 prices being 20% (5). In 1973 through the agricultural production 

bas been good, the industrial effieciency remains far below pre-libera- 

tion normal. One can taken up all or a few of the major items of 

national importance such as the requirements of food, clothing and 

housing. employment and education, and indicate how a further rise of 

population, especially at the alarming rate of 3% or over, can disrupt 

our economic and social life. 

During the period 1959/60 through 1968/69 total investment in 

Bangladesh amounted to roughly 12 % of the GNP, around 30% of the 

investment being, however, financed by foreign capital inflow (1). Du- 

ring the same period GNP in 1959/60 constant price increased by 4.0% 

and the per capita GNP increased only by about 1.7 per cent per annum 

from Taka 264 in 1959/60 to Taka 301 in 1968/69. The performance 

of the economy during the previous period 1949/50 to 1958/59 was really 

bad so much so that GNP increased by only 1.4 % and per capita 

GNP decreased. During the entire period 1949/50 to 1958/59 per capita 

GNP iucreased by only 1 % per annum (1). 
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There is still another approach in ascertaining the economic 

benefits of fertility decline. This is through marco-economic model 

showing interaction of fertility trends with some key economic magni- 

tudes as consumption, savings, employment, income per capita etc. in 

some projected future years. The alternative time paths of income per 

capita with and without fertility decline are compared and the difference 

is taken to be a measure of benefits of fertility decline. It has been 

shown in these studies that fertility reducation amounts to a per: capita 

advantage of around 3-5% in ten years of initial fertility decline, 

15-25% in twenty years and 25-50% in thirty years (7, 11, 12, . 21) 

There has been some studies todate to measure the economic benefits 

of a birth averted (8,9,10,13,23). It is estimated that the benefit-cost 

ratios of the various family planning programmes range between 10:1 

and 30:1 (4). Dr. A.R. Khan estimated benefit-cost ratio for Bangladesh 

Family Planning to be 16 :1 ( l 3). The basic approach to the benefit- 

cost analysis of a fertility decline is that a decline in fertility now will 

generate a stream of future benefit in terms of per capita consumption 

and savings. The future series of benefit are expressed as present value 

which is compared with the present cost of causing fertility decline, 

and a measure of net benefit of fertility decline thus obtained. The 

need for discounting the future benefit arises because the consumption 

now is always prefered to consumption in the future. For India, Enke 

calculated that costs (total consumption) of a new born was substantially 

higher than the benefits (total product) generated by him/her, and thus 

the births were excessive. The value of an additional birth was negative 

because (i) many children do not survive to working age and hence 

they only consume, (ii) the marginal product of the additional wor- 

ker. may be considerably less than the average product, whereas the· 

consumption is based on average rather than the marginal· product and · 

(iii) production is more heavily discounted than the consumption because 

the latter beings with birth and the former begins years later (24). 

But in such an approach, problems arise as to the extend of discoun- 

ting the future magnitude and the relevant time-horizon that is to be 

used. There is no empirical finding or testing of the monetary weights 

that are used for ascertaining the benefits. 

III 
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For the purpose of comparing a population with fartility decline 

with that without fertility decline. we adopted the population projec- 

tions for Bangladesh as prepared by Bean et al. (3). Of the existing 

projections, these projections are most apnropriate for our purpose 

because, mortality assumptions being same, varying assumptions regar- 

ding fertility decline in the projections chosen will provide us the basis 

for evaluating the implications of fertility declin e The three alternative 

population projections that are considered had the same initial size and 

age six composition in 1965. Mortality in terms of expectation of life 

at birth improved, in all the projections, from 52.89 years for males 

and 51.98 years for females in 1965-70 to 60.75 years for males and 

63.78 years for females in 1980-85, thereafter unchanged. Fertility in 

projection I remains unchanged at its 1960-65 level of Gross Reproduc- 

tion Rats 3.84 ; in projection II remains constant till 1970 then dee- 

Jines 30% linearly till 1985 and remains constant thereafter ; in projec- 

tion III declines 50% linearly between 1965 and 1985 and remains 

constant thereafter. For the purpose of indicating the relative advan- 

tage of fertility decline, the deaths due to the cyclone in November 1970 

and Pakistan army crackdown during the occupation period March 25 

to December 16, 1971 are not so important and will be ignored; also 

ignored will be the net external migration between Bangladesh and th~ 

indicating that fertility is an important development variable and that 

the advantage of a reduced fertility is cumulative, and widens as we 

move farther in the time path from the date fertility reductlon is first 

initiated. 

A decline in fertility implies that, compared to the population in 

the corresponding age without fertility decline. the number of persons 

under 1 will be smaller in the first year of fertility decline, that under 

2 will be smaller in the second year of fertility decline and so on. Thus 

during the first fifteen years of fertility decline the number of persons 

under 15 will be substantiallv lower than the corresponding number 

without fertility decline. while the number of persons in the labour 

force age group. i.e , 15-64, in the two populations will remain same. 

Beginning with the sixteenth year of fertility reducarion there will be onlv 

slight and then widening differences in the number of labour force aged 

15-64 in the two populations. Tt will take sixty-five years before the 

number of persons aged 64 will be different in the two populations. 
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The short run effect of a decline in fertility is to reduce the 

d!ild dependeney burden. Thus the child-dependency ratio in the fast 

declining population was 94.9% of that without fertility decline in the 

5th year of the fertility decline, 85.2% in the l Oth year of fertiliiy dec- 

line, 72.6% in the 15th year of fertility decline, 61 77% in the 20th year 

of fertility decline, 56.0% in the 25th year of fertility decline and 53.6% 

in the 30th year of fertility decline. Whereas 120 children aged under 

14 were to be supported by 100 persons aged 15-64 under unrestricted 

fertility projection, under fast declining fertility projection only 65 such 

children were to be supported by 100 persons aged 15-64 in 1955. 

Starting with the fertility decline there develops first a marked and 

then a widening 'difference in child-dependency ratio between the two 

populations in the short-run of about 15-20 years. 

The full implications of a reduced fertility cannot be shown in 

population projections covering for a period of 30 or 35 years. They 

could be best shown with population projections covering a period of 

100 years and over. However we can maintain that starting with the 

fifteenth year of fertility decline there develops or a new element, a 

lowering of the labour force age persons in the reduced fertility popu- 

lation, compared to one without fertility reduction. 

It can be seen in Table 1 that in 1995-2000, compared to a rate 

of growth of labour force age population of 4.8 % per annum in the 

unrestricted fertility projection, the growth of the labour force age 

population in the fast declining fertility projection will be only 2.4% 

per annum. In the year 2000 the labour force age population in fast 

declining projection will be only 75%, and in the moderately declining 

fertility projection 87 %, of that in the unrestricted fertility projection 

(fable 2). The advantage of reduced fertility in the labour force age 

population, if may· be hypothesized, will be widening during the period, 

rest of the world. Projection I is a case of unchecked fertility, projec- 

tion II is a case of moderately decltning fertility and projection III 

is a case of fast declining fertility. The growth rates of all persons, 

0-14 (child age group), 15-64 (labour force age group) and 65 (old age 

group) and the child dependency ratios defined as person aged 0-14 

per 100 of persons aged 15-64 obtained for the three separate projee- 

tions are shown in Table 1, while the ratios of the age group 0-14, 

of 15-64 and of all persons in the alternative population projections are 

shown in Table 2. 
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The economic advantage of reduced fertility in the shortrun in 

terms ot lowering of child dependency ratio imply that a lower proporation 

of national income to be spent on consumption that would be required in 

the absence of fertility decline. Less on consumption imply more saving 

that can be mobilized for net investment, i.e., for enhancement of 

future productivity. Given the same total national income. the popula- 

tion with reduced fertility wi!l thus not only have the potentiality for 

higher rate of savings in the short run, it will also have fewer popula- 

tion to share _the total national income so that the per capita income 

will be higher in the population with fertility decline. Contrariwise, fami- 

lies with large number of children find it difficult to save ; the volume 

of savings is reduced and hence the level of net investment. Higher 

fertility also reduces the ability of the government to raise funds through 

taxation. It also creates social pressure on the government to spend 

more on welfare of the people and to maintain a minimum standard of 

consumption. 

The advantage of higher per capita income generated in the short. 

run cumulates into a substantial per capita income advantage in the 

intermediate period and in the long run through reduced rate of growth 

of labour force age group/total population. Relative to constant high 

fertility, declining fertility will make it easier to provide more employ- 

ment and help solve the problems of unemployment and underemploy- 

ment because of higher income per capita and a substantially lower 

rate of increase of labour force age population in the intermediaet 

say 15 to 20 years and 65 to 70 years after the fertility decline. This 

period may be termed as intermediate period and the period after 65 

to 70 years of fertility decline as long-term. It has been shown in a 

similar exercise that, whereas the rate of growth of the labour force 

age population in high fertility projection remains at about 4% per 

year, the rate of growth of the Jabour force age population declines 

to little over J % by the end of the intermediate period. In about 

150 years, persons 15-64 in the high fertility population grows over 18 

times the corresponding size of persons in the reduced fertility popula- 

tion. In the long run difference in the density of labonr force or total 

population relative to the resources of the country assumes overwhelming 

dimensions. In loss than thbee hundred years, the high fertility population 

would be oae thousand times bigger than the low fertility population 

( 6. pp. 52-53 ) . 
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Today family planning action programme is characterized by inacti- 

vity and it seems the Planning Commission is to bear major responsibility 

for this inactivity. 

The Plan aims at bringing the birth rate or the population down 

to 43 by the end of the Plan period from its present level of 47 per 

thousand population, but does not provide a mechanism for achieving 

the goal. It mentions of the contraceptive methods and of couple 

registration but does not outline year to year target of methods to be 

provided or the aumber of couples to be covered under registration. 

The most serious shortcoming of the Plan is that it fails to outline 

an organizational set up responsible for formulating overall population 

policy, chalking out programmes and executing them. Under the scheme 

proposed in the Plan, each of the following Ministries is supposed to 

perform a part of the overall work related to population programme 

planning : The Ministry of Health and family Planning is expected to 

be in charge of conventional family planning programme. Ministry of 

Education will develop curricula of population education. Ministry of 

Agriculature is to take up family planning and nutrition education in its 

_agricultural extension programmes. Ministry of Rural Development is 

to develop women cooperatives for increasing functional literacy and 

providing family planning education. Ministry of Labour and Social 

Welfare is to take up programmes on education and motivation of 

population and family planning, and the Ministry of Information and 

Broadcasting will have programmes for dissemination of information 

regarding population problem and family planning through the various 

mass media. 

IV 

period. Ia the long-run the per capita income advantage in the low 

fertility population will be overwhelming, "The additional gains in per 

capita income resulting from a fifty per cent reducation in fertility 

occuring within twenty-five years would be about forty per cent in thirty 

years, 100 per cent in sixty years and 500 per cent in 150 years, neglec- 

ting effects of density" (6, p. 68 ). If the density of resources per worker 

is considered, the population with unrestricted fertility will be faced with 

a more accute problem of resources per worker ; and the advantage 

accruing to lower fertility, relative to high fertility, will be still more 

spectacular. 
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What does the integration of the family planning with health 

mean 1 In terms organizational set up, it means that Family Planning 

Board, instead of remaining as an autonomous and viable organization 

responsible for actual implementation and execution of the family planning 

programme, will now be a subordinate body to Health. Instead of a 

District Family Planning Officer remaining the executive head of the 

district family planning office, while the Technical Officer being respon- 

sible for clinical aspects of family planning, District Technical Officer 

will now be the executive head for the district family planning programme. 

Similarly instead of the Thana Family Plannin Officer being responsible 

for programme implementation, ibc Than a Health Officer will now be 

In the area of family planning action programme, evaluation and 

research there were such organizations as Family Planning Board, Inspec- 

tion Directorate, Post-partum Directorate and TREC (Training, Reseach 

and Evaluation Centre). The Planning Commission has conveniently 

omitted them from mentioning at all in the Plan document. 

In order to make population planning a viable proposition, one and 

only one organization (and the executive head of the organization) has 

to be made directly and exclusively responsible for policy formulation 

and execution of the population planning programme. Such an institu- 

tional provision is lacking in the First Five Year Plan document, and 

without it any population planning programme in Bangladesh is desti- 

ned to fail. 

But the problem is that each Ministry is to approach Planning 

Commission for funds against a speciffic proposal. Planning Commission 

expects the concerned Ministries to submit proposals every year for 

performing specific activity related to population planning programme. 

But why should a Ministry do so ? It should be realised that, unlike an 

industry or commercial organization, a Mintstry in the government 

does not work on profit basis and is unlikely to be interested in going 

through the regors of project formulation and its implementation on its 

own, unless it is made obligatory on it through a well designed mecha- 

nism-simple and effective. Furthermore, population planning programme 

as a multi-Ministerial responsibility is likely to end up as a responsibility 

of no Ministry at all. Every Ministry has its own usual job to perform, 

and the work on population planning programme is something extra 

which a Ministry may or may not be obliged to do. 
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the executive head of the family pianning programme at the thana 

level. Is this not likely to create had moral and administrative 

bottle-neck at each level of· family planning programme implementation ? 

In the name of integration have we not called upon the already over- 

burdened physicians to do the extra job of administering the family 

planning action programme ? What about motivation ? Are the doctor 

themselves motivated for family limitations ? Because of the maladjust- 

ment· created by swapping of executive responsibility between Family 

Planning Officer and Technical Officer, because of the heavy burden of 

the uultifarious work the government medical officers are called upon to 

perform, because of lack of a system for evaluation of the performance 

of the officers themselves at the head office and at the disirict and 

thana level offices and, above all, due to lack of a viable organizational 

set up, the action programme of the government has now come to 

almost standstill position. 

This degraded position of Family Planning cannot· and will not 

improve unless it is made free of direct control of the Health. In order 

to be viable the Family Planning has to be made an independent and 

autonomous organization= an organization parallel to Health-if it is to 

remain within the Ministry of Health. In fact the gravity of the situation 

is such that all activities of the population planning including action 

programme, education, motivation, research and evaluation should be 

bought undera separate Ministry which may be called Ministry of Population 

and Family Planning. Otherwise, I would like to warn you, if the 

presentstatemate in population· action programme continues, the country 

wjll soon face a grave disaster. 
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1Population projections assume declining mortality and I-constant ferti- 

lity, II-constant fertility till 1970. then 30% linear decline to 1985, 

eonstant thereafter, and III-fertility declining linearly between 1965 and 

1985, constant thereafter. 
2 Per cent yearly average f or five years beginning with the date in 

each column. 

e Population (0-14) x 100/Population (15-64). 
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Population is frequently mentioned as the most important concern 

for planners of economic development. Yet we find that the chapter 

on =populatlon planning programme" comes last in the sizeable plan 

document. The treatment that population gets there is not too much 

unlike the treatment the poor voters with great expectations get imme- 

diately after an election. It is summarily dealt with. No evidence is provided 

to substantiate the estimate of the birth rate of 47 per thousand and 

the death rate of 17 per thousand. So far we had been under the spell 

of the estimate of a decade ago and had the notion that these rates would 

be in the neighbourhood of 57 and 27 respectively, thus still giving 

the convenient figure of 3 per cent growth rate as desired by the Planning 

Commission. But the Commission seems anxious to testify to the grand 

success of the Family Planning Programme of bygone days. How else 

can the fall in the birth rate from 57 to 47 per thousand be explained ? 

Yet, we find that the weaknesses of the "Past Programme" are enthusiasti- 

cally enumerated in order to provide enough arguments for introducing 

a novel approach involving the integration of the family planning pro- 

gramme with the health programme (stimulated by the slogan of =family 

welfare") at the family level. The goal announced is to achieve a birth 

rate of 43 per thousand while the death rate would naughtily decline 

from the present 17 to 15 per thousand, (Also for the population Plan- 

ning Programmers. Had the death rate not been expected to decline, the 

population growth rate would have been 2.6 instead of the expected 2.6 

per cent). One stupid question must not be raised here ; that is ; how can 

a programme that lowers the birth rate by only 4 points be called better 

than a programme that appears to have lowered (if it has done so) it by .. 

8 ot 10 points (from 55 or 57 per thousand of the decade old estimate 
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University of Dacca 
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to 47 per thousand of the Planning Commission estimate). It seems 

to be a stupid question, since the families would now derive the extra 

benefit of health care along with family planning. For this extra bene- 

fit some sacrific.e is reasonably called for. But the . question should, 

nevertheless, be · apprehended. May be, we can deal with it summarily 

(Argumentum ad baculum, logicians may call it). 

The villain of the piece is, nevertheless, the rate of death or mortality. 

Apart from what happened in 1971, has it really declined? The factors 

that are usually associated with a decline of mortality are income increase, 

increase in food supply per capita, improvement in water supply, 

the control of .epidemics, improvement of public health facilities (inclu- 

ding sewerage and drainage), the widespread use of preventive medicines, 

etc. If we take them one by one, it is easily found out that the per 

capita income has declined, per capita availability of food bas declined, 

there is no evidence of. any substantial improvement in water supply, 

epidemics continue to be there (particularly after floods which are a 

regular feature of our national life), there is no evidence of public 

health facilities having improved (we still see wayside eating places with 

food articles kept open to flies and dusts right in the national capital; 

and the number. of these eating places is increasing), preventive medi- 

cines, like all other medicines, are playing hide and seek with us, etc., 

etc., ... -·  Where is -the evidence of a decline in dea th-rate ? I tis possible 

that the Sanitary Inspectors at the Thana level have sent some figures 

which have convinced the Planning Commission of their veracity. 1 

have no reason to be so convinced ; so I remain a believer in a 25 

or 27 per thousand -deatb rate being still the data for Bangladesh. 

With evidences of a lowered death rate having . led to a decline in 

the birth rate in some other parts of the world, I would have been 

happy to be convinced of a decline in the mortality level, since that, 

by itself, would call for some optimism in the long run, (And we all 

know that population control is a long run affair). 

An interesting piece of statistics may be cited here. Early this 

century, Russia had a birth rate (CBR) of 46 per thousand. After · 

the revolution of 1917, propaganda campaigns in favour of high birth 

rate were launched. In spite of all that, the crude birth rate, declined 

to 26 per ·thousand in 1956. Now, of course, the rate is still lower. 

In all the industrialised countries of the world, the birth rate is 
about 20 per thousand or lower. Many demographers · believe that 

the birth .rate decline is never an isolated phenomenon (·please .forgive 
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What we can possibly take from this theory is that the aim 

of a decline in population growth can be achieved by making an 

all-out effort of bringing about a transition in our society. We ... arc 

still in stage I. If we can get to stage II, something may be expected 

to happen to the birth rate in our society too ( i. e., it m.ay ·be 

expected to decline). I do not suggest that we stay quite until we 

achieve the transition from stage I to the later stages as noted above. 

Piecemeal efforts at reducing the birth rate may well have an impact. 

But let us be realistic enough to recognise the lesson of history ; no 

society has ever achieved a low birth rate corresponding to stage Ill 

without adequate social and economic progress that corresponds to 

that stage. Raising the age of marriage, women's gainful employment 

outside home, ete., are all related to such progress. Mere propaganda 

will not be enough to persuade ·the people-the large majority of whom 

live in their own worlds without the impact of written fanguage-iha~ 

family planning is a must for a happy life. 

Type of preindustrial, primi- beginning industria- Modern, urban, 
society: tive or agricultural lisation, economy industrial 

mixture of 
industrial and 
agricultural 

Type of high high, then gradually lower and 
birth rate declining, controlled 

Type of high; subject to rapidly very low. 
death rate sharp fluctuations. declining. 

Type of high growth transitional. incipient dee- 
demographic potential, line; stationary 
process 

Stage HI State II Stage I 

These demographic stages are supposed to coincide with particular 

stages of social development as noted below : 

my akward English ). They say that it is associated with a number 

of other social and economic phenomena. A section of these demo- 

graphers uphold what they call the theory of demographic transition 

which is sought to be represented in terms of stages. 
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*Summary of the paper read at the first annual conference of ~he Bangla- 
desh Economic Association, Dacca, March 17-19. 

**The author is grateful to the members of the teaching staff of the 
Department of Economics and to Mr. Anwarul Islam of the Depart- 
ment of Sociology, University of Rajshahi, for their valuable comments 
on ~he paper. 

By 

TARIQ SAIFUL ISLAM 

Rajshahi University 

The paper makes a critical discussion of the population policy in 

the First Five Year Plan of Bangladesh. It starts by raising the 

question whether the population policy as given in Chapter 16 of the 

First Plan is socialistic in nature or not. It then briefly disc~sses 

socialistic out look to population growth before starting to answer the 

above question. It is observed that the population policy in the First 

Plan is not socialistic in spirit and is based on a pessimistic and one. 

dimensional outlook. It is then shown that the whole programme with an 

outlay of 83.4 crores taka, if fully successful, will reduce the growth 

of population by only 4 lakh which gives a high price of about 2100 

taka for every addition averted. Considering the bigness of the problem 

it is maintained that the reduction in total addition is unlikely to ease the 
situation appreciably. 

The paper then refers to the fundamental spirit of a socialistic 

economy and ·argues that it would be more realistic and in line with 

our stated objective of attainment of socialism to divert the huge amount 

to gear up production. possibility of which is quite good. This will unleash 

the productive· potentialities of our people. 

It is more clear that the author is not himself advancing arguments 

in favour of a socialistic population policy. Socialism is one of our 

four state priciples and the planners started by referring to it in the 

first page of the Plan. It is necesssary, therefore, that the Plan is consistent 
with the above objectjve, 

The paper concludes by saying that the population policy in the 

First Plan sprang from a gloomy outlook to population growth and a 

lack of confidence in the strength of socialism. It is a capitalistic population 

policy sugar coated with the slogan of socialism. 

Population Policy in the First' 

Five Year Plan 
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47- 

75 

B. With adoption of family planning 

1985 

'69 
90 

151 or more 

12 
19 

A. Without adoption of family planning 

1975 31 20 
.19.85 
2000 

Total 
Fully employed Un and Under 

Employed 
Labour Force 

Year Available Labour Force 
.(@ 35% of the pop.) 

LABOUR. FORCE AND EMPLOYMENT 

A. Without adoption of family planning 

1975 89 14 10 
1985 68 48 16 4 135 
2000 210 

B. With adoption of family planning 

1975 85 
1985 52 46 16 4 118 

2000 169-189 

. - . 

Highly fertile 

Couples with 

Many Repro- 

ductive Years 

Ahead 

Fertile 

Couples 

65 Years Total 

and 

Above 

Productive 

Group 

15-39 40-64 

Year Under 15 
Years 

MD. RAFIQUL ISLAM MOLLA 

Associate Professor 

Agricultural University 

Based on various projections the population picture of Bangladesh 

may be viewed as follows : 

POPULATION OF BANGLADESH 

(in million) 

Family Planning Security Scheme 

for Poor Families 



*Anotber projection is 135 million, 

For one reason or the other all the clinical and non-clinical measures 

other than sterilization through vasectomy or tubal ligation suffer from 

inconveniences particularly for the poor families who have very poor 

housing conditions and no access to the materials and services, and 

consequent lack of certainty of birth control. But sterilization is the 

most certain method of birth control and most convenient particularly for 

the poor families. Moreover, the methods of vasectomy and ligation 

are already known to the people. If these methods are medically 

considered sound, for health, and I have the information that i~ is, then 

these should be emphasized for the poor families. 

From this population picture it is seen that the poulation in 

Bangladesh has already reached an unbearable size and created an 

alarming situation. The population is growing at a rate of about 2.2 

millions per year requiring an increase of more than 0.4 mi!iion tons 

of food grains annually. The population explosion in the country depicts 

a most dreadful future. This situation is so grave and severe that this 

explosion must be stopped and stopped at the earliest, if required, through 

some non-conventional methods. The First Five Year Plan has more 

particularly recognized the gravity of the situation and stated that "The 

growth rate and the age-characteristic of our population .. suggests that 

we must.i.formulate a set of bold and, if necessary; drastic policies for 

vigorous action with a view to reducing this high rate of population 

growth within a reasonable time· No civilized measure would be too 

drastic to keep the population of Bangladesh on the smaller side of 150 

millions (in the next 30 years) for sheer ecological viability of the 

nation". 

FOOD REQUIREMENTS 

Year Population Ric~/food grain 

(million) (million tons) 

1970 72.4 11.8 (actual) 

1975 89.2 16.0 (projected and self sufficiency) 

1980 106.5 19.l 

1985 127.9*' 22.9 

1990 152.0 27.3 
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Applicability 

1. Poor families mostly in the labouring section or others below the 

poverty line to be defined. 

2. The couple must have not more than two children but have many 

reproductive years ahead. 

3. The person (wife or husband) mus; be medically qualified for the 

sterilization, 

Objective: 

Improvement of the living conditions of the poor section of the 

population by arresting the birth rate through the means of sterilization. 

THE BRIEF OUTLINE OF THE SCHEME 

The poor families for this scheme have to be defined and the 

amount of monthly payment has to be carefully decided so that it out .. 

weighs the risk of future economic and social uncertainties. and at the 

same time it does not discourage the member(s) of the family from 

giving at least the present level of productive labour. Also the length of 

period for the benefit should be enough to cover the part of !be old and 

retiring age of the person. 

The central theme of the plan is «attack on poverty". As a result 

the poor section of our population, perhaps, deserves special attention 

in matters of birth control measures as a means of their living condi- 

tions. Therefore, all-out efforts must be made through motivation and 

incentives to attract the poor section for adopting these measures, The 

mcst effective incentive in this respect will be to ensure security against 

future economic and social hazards in the absence of large family. Keeping 

this in view I believe there should be a family planning security scheme 

for the poor families in the country. Under this scheme if any couple 

having maximum. of two children and many more reproductive years ahead 

adopts sterilization (vasectomy or ligation) the person adopting the measure 

will be entitled to a monthly payment in cash from the state for a long. 

period of years from the date of operation. In addition, i! will accompany 

other non-monetary incentives. This measure will, thus, serve the pur- 

pose of achieving the twin benefit of welfare of the poverty striken popu- 

lation and increase in the national per capita consumption and growth, 
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Consumption Expenditure Saved 

U the sterilization on the average stops the birth of at least 2 

future children per couple then the sterilization of 2 million couples 

will stop the birth of 4 million children. If the average longebity of our 

people in the country is 30 years theri the food grain requiement sarved 

will amount to a minimum of 20 million tons (for 4 million mouths 

for 30 years @ 16 oz per person per day). Added to this are the reqire- 

ments of medical services, housing, school facilities, clothing etc, In fact 

in a situation where there already exisis a tremendous amount of under 

Ta. 720/- million. 

Ta. 14,400/- million. 

Total cost for 2 million cases per year 

Total cost for 2 million cases for 20 years 

Additional Costs 

Monthly payment Tk. 25 plus monthly administrative and other 
costs Ta. 5. 

4. The cash benefit is payable through the bank of the incumbent. In 

addition the person sterilized will be entitled for free medical care for 

any future complain in connection with this operation. 

Implications 

The target families under this scheme are those poor couples who 

life highly fertile with many reproductive years ahead but do not have 

mote than 2 children. If there are about 2 million such couples out 

of a total of 19 million highly fertile couples in the country at present, 

and if monthly cash payment is fixed at 25/- taka per month for 20 

years then the implication will be as follows ; 

3. The benefit will be available so Jong as the incumbent (or the de- 

pendants, in case of death of the incumbent) is not criminally convic- 

ted. 

2. At the death of the recipient his or her dependants are entitled to 

enjoy this benefit for the remaining perid. 

4. The couple must jointly apply for the sterilization under the scheme. 

Benefits 

1. The person (husband or wife) sterilized will be entitled to get a monthly 

cash payment (amount to be decided) for a long period of years 

(years to be decided) from the date of sterilization. 
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Conclusion 

In view of the severity of the problem, the family planning pro- 

gram in the plan with a total financial outlay of Tk. 700 million (1.8 % 
of the plan) is extremely meagre and frustrating. The program has to 

be extended and positive attempts must be made to reduce the growth 

faster than has been envisaged at 0.2 per cent by the plan period. There- 

fore, this security program may be considered and included in the plan 

as crash program, 

employment and an addition of a new child only contributes to the num- 

ber of economicalJy unused population, the control of new birth and 

thereby reduction of the consumption requirements to that extent may 

be regarded as a net addition to the per capita income and growth. 
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This, indeed, is a frightful demographic picture of Bangladesh. 

And we agree with the planners that this high rate of growth is 

likely to continue frustrating our development efforts unless radical 
preventive measures are taken immediately. 

It is not surprising that population growth occupies an important 

place in the complex of social and economic development. For Bangla- 

desh where man-land ratio is already one of the highest in the 

world and where population has been growing at a very high rate 

of 3.15% per annum, jeopardising the ecological viability of the 

nation. Any exercise in economic development will be meaningless _if 

this root problem is not effectively tackled. Fortunately, our planners 

showed considerable awareness of the importance of population control 
in the First Five Year Plan. 

This paper will make an attempt to review the population 
planning programme contained in the plan. 

Let us star! our analysis by quoting some of the basic statements 
made in the plan on our population. 

••The population of Bangladesh according to 1961 census was 

5.28 crores. I~ has been growing at a very fast rate and the estimated 

population in January, 1973 was 7.40 crores. The present estimated 

rate of natural increase is as high as 3.0 per cent with birth and 

death rates of 47 and 17 per thousand. Growing at this constant 

rate population will double itself in 23 years and by 1966, the 

population density would· be 2,680 persons per square Mile. At present 

nearly half of the population is under 15 years, With this ...... rate of 

population growth, the percentage of dependent population will increase 

aggravating already unfavourable population structure. Such a high 

dependency ratio is not conductive to the growth of the economy as 

ii will neutralise much of the gains obtained due to development 
efforts." · 

' 

By 

KHALEDA SALAHUDDIN 

Population Planning Programme in the 

First Five Year Plan of Bangladesh 

(1973-78) 



Now, we have a few words to say about some of the demogra- 

phic projections made in the plan. Our Planners, most probably, have 

used the report on population planning prepared by the '•UNROD 

Study Group" in 1972 which was, based on the demographic 

projections developed by the -Harvard University Centre for population 

studies. These projections were based upon official 1961 census adjusted 

for underenumeration and faulty reporting. 

How reliable are the data used in projecting population growth 

in the Plan ? 

The primary source of demographic data in Bangladesh is the 

national population census usually taken once in every ten years. The 

other sources of date are the sample survey conducted by the Bureau 

of Statistics and come other organisations and agencies. The quality 

of data collected through the registration of births and deaths is very 

poor for any useful analysis. Almost a11 censuses suffer from some 

degree of underenumeration ( and at times overenumeration). In our 

case the degree of underenumeration is sufficiently high. Though 

we do not have any separate figure for Bangladesh at the momenf, 

the then all Pakistan Census authorities maintained that the under 

enumeration in the urban areas in 1951, was to the extent of 5% 

(Pakistan, Census of Pakistan, 195!, Census Bulletin No.6, P~70) and 

in the 1951 census between 5% to 8% (Pakistan, Census of Pakistan, 

1961, Vol.I, pp-I - 15 ). This conclusion was arrived at by using demo- 

'graphic techniques on the observed age-sax distribution. 

·The UNROD report on population planning prepared in 1972 

which presenting the demographic picture of Bangladesh remarks that 

the census data on Bangladesh with which demographers have been 

working are over ten years oTd-t·at the time of preparing the report). 

Their projections are qualified by so many assumptions and involve so 

many adjustments that the full import of there analyses is obscured. 

In the circumstances, the estimate of Bangladesh population for ,the 

recent years with which our planners bad to work remains more or 

less conjectural. 

Dr. Masihur Rahman Khan in his study, "Demographic Profile 

of Bangladesh" (3) bas presented estimated birth and death rates and 

the natural rate of population growth during 1901-1965. 

The birth rates have been obtained from the Comparable 

Census a~e data corrected for external migration and the unusual 
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deaths in 1918-19 due to the influenza epidemic .and in 1943 -due to 

the Bengal famine and adjusted inter censal growth rate, through Ui.e 
use .of quasi-table technique of estimation. 

The estimated death rates and the rates of natural increas for 

the period 1901-11 through 1951-61 are obtained from the adjusted 

inter censal growth rates and those for 1962-65 assumed from .the 

P.G.E. ( Population Growth Estimatian ). Dr. Khan has estimated 

the birth and death rates and the natural rate of population -growth 

at 50 per thousand, 18.5 per thousand and 3.15 per cent respec- 

tively in 1962-65, while in the First Five Year Plan the present birth 

and death rates and the natural rate of population growth have ~een 

shown as 47 per thousand, 17 per thousand and 3 per cent -respec- 

tively, 

To say the least, the need for an improvement in the quality 

of information on key demographic variables for use in development 

plans .and particularly in formulating a population policy can not be 

over emphasiased. However, the old estimates can be revised and up- 

dated as and when the results of the official population census 1974, 

are made available. 

Now .for the main objectives and the strategies -of the population 

'planning programme in the FFYP. 

The .main objective of the programme is ·to reduce the rate 

of population growth by 0.2 per cent by 1977/78. The financial 

allocation made for the population control programme is Tk. 700 

.million. 

According to the 'First Five Year Plan projections total population 

'of Bangladesh without family planning will be standing at 8.58 crore 

and with family planning at 8.54 crore. 

Now, population in 1978 without family planning is expected to· 
-be.85.8 million. 

Population · in 1978 with family planning is ·expected Jo be 85)1 

million. 

Expected reduction due in population growth .due to family 

-planning is 0,4 million. 

Allocation for family planning in FFYP (P.549 Table XVI-2) is 

Tk. 700 million 

Average .Cost of checking one unit .growth of population, is 

l'k, 1750 
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All political leaders, educationists, social workers and intellec- 

tuals have been urged to launch a gigantic educational and motivational 
campaign. 

(iv) To establish an organisation with powerful leadership 

consistent with high national priority given to population control. 

All ministries and particularly. those which maintain public contact 

"should be required to undertake family planning education and motivation 

programmes of their own. 

Now, the strategies adopted in the plan to bring about the 

expected reduction in population over the plan period are as follows : 

(i) To bring to every eligible couple the message of small 

family norm and family planning methods and to motivate them 

to adopt these. 

(ii) To make available an adequate and timely supply of non- 

clinical contraceptives and to provide prompt and adequate clinical 

services at tbe clinics/hospitals. 

(iii) To include non-f amity planning measures to move gradually 

to population planning and making it an integral part of the total 

development effort. 

Reduction in population growth due to family planning over 

the plan period is expected to stand at 0.5%. 

It has been assumed in the nlan that the birth rate will fall 

by 4 from 47 per thousand in 1973/74 to 43 per thousand while death 

during the same period will fall by 2 points from 17 per thousand 

to 15 per thousand. Demographers apprehend that due to the greater 

emphasis given of present to medicate and social welfare activities, 

the death rate might fall more sharply than assumed and the birth 

rate may fall more slowly than assumed or not at all, in which case 

the rate of population growth may not fall or in extreme cases may 

even rise. 

Growth over the plan ·period 

(a) without family planning is 15.9% 

(b) · with family planning is 15.4% 
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(c' -: The problem of how to evaluate the success (or failure) of 

the scheme is crucial. The scheme represents a series of judgements and 

guesses on the basis of which action is to be formulated. Evaluation 

of the administrative effectiveness of the scheme involves : 

A. (i) review of the reports (ii) investigation in cases where goals 

are not met (iii) spot checking to determine accuracy of reports. 

B. Evaluation of the knowledge and attitudes of the public with 

respect to family planning from ••attitudinal indiees" (i. e., measuring 

public awareness in terms of the attitude of the entire adult population). 

C. Evaluation of the "PaY off" in terms of various fertility mea- 

sures. The course of the fertility rates themselves must be traced. if 

success is to be accurately measured. This can be done through measures 

termed as ••resultant indices". 

Both "attitudinal indices" and "resultant indices" ( a .vary useful 

distinction made by Agarwala ) are required if the scheme is to be 

evaluated accurately. 

Again, the scheme will require a massive administrative organisation 

and a huge number of trained personnel which may not be available 

at such a short notice. The high level of administrative efficiency which 

will be required for the successful implementation of the plan may be 

conspicuous by its total absence. Further more, the medical service sys- 

tem which would be required is not yet developed. 

Since the various ministries will draw up their own familly pla- 

nning programmes separately. it may give rise to difficult co-ordina- 

tion problems which might hamper the successful implementation of 
the programmes. 

(b) The scheme aims at large scale distribution of family planning 

materials to the rural as wen as urban population. Although timely 

supply of family planning materials can be made available to the urban 

population, it is not known how a continuous supply of such gadgets 

can be kept up for the population. The mechanism of distribution 

(particularly for the rural population) bas not been detailed. 
' 

(a) The success of the whole programme has been made depen- 

dent on the success of the campaign to be launched by the various 

groups of people like political leaders, intellectuals, social workers etc. 
on a voluntary basis. 

Political Economy 378 



Considerable success in family planning exercises in countries like 

Taiwan, Korea, Puertorico, Singur and Singapore goes to show that 

progress towards modernity goes a long way in declining the fertility 

rate in a community. Most of these areas are characterised by low 

death rates (10 or under), high rate of female literacy (50% or over). 

advanced state of education, urbanisation and so on. 
I 

. If, however, the pace of modernisation of the non-industrialised 

rural society of Bangladesh can be speeded up by improving the status 

of women through increasing educational and employment opportunities 

making provisions for financial support for old age, using incentives 

in support of small families and accelerating the modernising process, 

there is no reason why we cannot have the same inspiring experiences 

as the avove mentioned countries already have had in the recent past. 

Our present level of population and its rate of growth are 

causing enormous preassure on the land and the resources of our 

country. The man land ratio in Banglanesh is one of ihe hi&hest iD 

Measures such as (i) restricting ration cards in statutory and 

modified rationing areas to a maximum of two children {ii) to debar 

couples from enjoying the benefit of fair price shops for more than two 

children per family. We do not know whether enforced family limita- 

tion measures would be widely accepted in view of the highly unfavour- 

able socio-economic-setting "in Bangladesh. The socio-economic-psycholo- 

gical barriers, the. combination of proverty and deprivation with strong 

religious and social value in favour of high fertility, strong resistance 

to change make the setting the most difficult in the world. 

No wonder, the planners only hope that the first phase of laun- 

ching a major educational and motivational drive, if successful, should 

atleast create a climate where the possibility of more drastic measures 

may be considered. 

In the plan, evaluation has not been adequately spelled out. 

In an attempt to check population growth at such a high rate, 

some legislative measures like raising the legal age of marriage, legali- 

sation of abortion etc. have been recommended. 

The plan also recommanded the imposition of progressively inerea- 

sing punitive measures against additional children after the second child 

on all couples. 
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the world. The present rate of population growth at 3.15 per cent 

will double it in 23 years and treble it at the beginning of the 

next century. 

Our· planners opined that no civilised measures will be too drastic 

to keep the population of Bangladesh on the smaller side of JS crores if 

we want to exist as an ecologically viable nation. It will require the 

attainment of zero rate of population growth within the next 30 years, 

a demographic feat which no country has, so far,· been able to achieve 

in so short a time. 

Our net reproductive rate as obtained from the Chandra Sekhar- 

Deming set of PGE data for the years 1963-M is 2.46, i, e. a woman at 

the end of her- reproductive period is now replaced by 2.46 women, on 

the average, after taking· into account the mortality of women. To attain 

.a zero rate of population growth, one woman at the end of her repro- · 

ducitive period shouid be replaced 'by only one woman. At present our 

birth rate is 146 % higher than the replacement level. 

According to Dr. M. R. Khan to attain a zero population growth 

rate over thirty years, our birth rate has to be brought down to 40 per 

thousand, assuming a fall in. the death rate to say 10, per thousand 

during this period. 
This target, ,though, appears impossible to attain, must be achieved. 

if a national disaste .. is to be averted. - ·: . . 

As compared to the outlay of Tk. 70 crores (with a foreign exchange 

component of Tk. 13.4 cror es) the target of reducing population growth 

from 3% to 2.8% ~a reduction of only 0.2%) seems to be rather modest. 

For a country like Bangladesh where "population explosion" may cause a 

national disaster in not-too-distant a future, we .have a very legitimate 

expectation of a well conceived family planning programme in the 

absence of which exercises in economic development will be futile and 
meaningless. 

In the sixties, Singapore, through an intensive family planning drive 

made tbe country economically viable and has registered one of the fastest 

growth rate in QtjP. Population growth rate in Singapore m 1960 was 

3.4%, By 1965, it dropped to 2.5 % and eventually in 1968 lt had been 

brought down to 1.6%. When the First Five Year Plan is being revised, 

(as reported in the national press), we hope a realistic well documented 

family planning programme backed by available men and material will be 

rramed and launched without any further loss of time, 
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Unless a definite headway is made in population contro1, standard of 

living instead of rising will actually fall with the passing of years. We agree 

with Dr. M. R. Khan when he says that family planning, though not a 

solution to our economic and social problems, has become an effective 

means to, and a necessary condition for solving these problems. 
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I deem it a great privilege to be able to address this gathering 

of distinguished economists. I am paticularly glad that the · Association 

has taken the initiative in organising this conference on the First Five 

Year Plan of Bangladesh. The Bangladesh Economic Association 

·deserves our thanks and congratulations. 

It may be worthwhile at this juncture to explain to my fellow 

economists the considerations which determined· the "size, priorities, and 

objectives of the Plan. It is also necessary to examine some changes in 

general economic situation which have taken place since the formulation 

of the Plan. 

The size of any development Plan is based on an evaluation of the 

will and ability to implement, andto moblise domestic resources. It also 

depends on the minimum requirements of growth and 'consumption level 

which are consistent with a rising population. In each of these respects 

'there is room for judgemnnt; and in making any judgement there is a 

·room for diff erence of opinion. 

While determining the minimum requirements of growth and invest·  

ment in Bangladesh during th~ 1970's one needs keep in. mind. a number 

. of factors. Bangladesh was one of the poorest countries of the world 

. even before liberation. Superimposed upon this low level of income have 

been the effects of war and its aftermath. The level of output in .1972/73 

.was about 20% below that of the last normal year. i. e., 19q9/70. 

Population in the meanwhile has been growing at. about 3 % per annum 

and will continue to grow at about this rate during the 70's. At a 

.minimum, therefore, the Plan postulates recovery of the economy to the 

level of 1969/70 and a growth rate thereafter higher than the rate of 
growth of population, 
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Another aim was to provide at least for the absorption of the 

additional labour force becoming available during the plan period. The 

Plan. also aims to increase the supply. of essential consumption, basic 

intermediate and. capital goods for which Bangladesh has resource and 
comparative advantage. 

Any planaer fn Bangladesh, W. acutely aware of the shortage o( 

domestic resources for investment and realises' that the. psessure for increa- 

sing public and private consumption. is- very great in. the face of prevailing 

poverty. At the same time, he knows that there is no escape from the 

conclusion that rate of" mobilisation of domestic resources must be 
accelerated. 

fo a tow income agricultural' economy the· rate of saving is· a critical 

function of tli'e level of' per capita income. Tire recovery· of output of 

tfre· economy to· the- Ievef of the' pre-liberation period should' itself provide 

a basis for increasing' the rate of domestic saving in Bangladesh before 

liberation, specially during the· so·s· and early 60~s was compulsorily 

mobilised through· ron export surplus under the' exchange.rate and foreign 

trade system· which. prevailed. durfag the Pakistani· regime. The past rate. of 

saving during' tire 60's was variously estimated between- 8 and 10-% of 

GDP- The Plem aims at inereasing. the- rate' of saving. to about 11 % of GOP 

by the end of the Plan period. At the Present low level of income: suchan 

increase in the domestic saving' effort would eatail substantial sacrifices. 

But there is oo' alternative if development efforts- are. not to be financed 

entirely or· very largely by foreign: assistance. The· Plan: estimates the 

required amount of foreign. assistance net of repayments- er. interest. pay- 

ments; to beoaboutt Tk; t,80(}! creres, including repayment and interest the 

amount of foreign assistance would of course be higher. Commitments 

of ald, · particulasly 0£ prciect. assistance, which require a long-pipe-line 

to- be built up in. ·view of its. slow rate of disbursement would need to be 
higher still. 

It is. essential to realise that sacrifice in present consumption, which 

an increase in.the rate ofsavings implies- must be equitably shared. The 

more impoverishment there is, the greater the need for an equi table 

sharing of sacrifice so that efforts at mobilising resources are found 

socially. and politically tolerable. The richer sections of the community 

will be called upon to save and invest a high proportion of their income 

nut the amount of saving required is very high and can not be raised 
from the rich alone, The mass of tile popufation must also contribute and 
will be more easily able to do so if sacrifices are equally shared. and· if 
the minimum basic requirements can be ensured and some margin created 
for saving. 
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Domestic savings in Bangladesh have to originate basically from 

three sectors : agriculture, profits of nationalised industries and profits 

originating .ia the distributive trades in that order of importance. Agricul- 

ture in Bangladesh is under private ownership, while foreign trade is 

largely in the hands of state enterprises. The domestic distribution of 

imports as well as that of the domestically produced output is in the 

hands of private trade. Savings originating.in all these sectors needs be 

mobilised and allocated for investment in both the public and private 

sectors. In the field of agriculture the .surplus farmers alone havethe 

resources to save and invest. Profits in the distributive .trade should be 

mobilised for investment .either in -the .private .seetor within the frame- 

work of investment opportunities provided in the .Investment Schedule or 

through financial institutions for public investment. "Ihe nationalised 

industrial enterprises must provide substantial surpluses. Failure to 

mobilise resources from these .three critical sources would -certainly 'frustrate 

the realisation of savings and investment targets of .the ~Plan. 

Bangladesh has vast manpower which provides ·a ·potential for mobi- 

lising resources for domestic investment. Voluntary work .by those fully or 

partly employed is a .means of increasing.Investment without necessarily a 

corresponding increase in the supply ·of wage goods . .The mobilisation of 

unemployed labour does require either an increasein .the aggregate :supply 

of wage goods or the existing supply .of wage goods must be shared· 

by those who are already employed ·and -those ·who would .be drawn 

from the unemployed reservoir of-labour. Taxation is a way .of keeping 

down the consumption -of wage by .those already in ,employment 'SO that 

supplies will be available those newly ·brought into iemployment, The Plan 

explores a number of possibilities for mobilising labour -for economic 

development. However, in .this field .the role .of corwentional -techniqnes .of 

fiscal policy is limited, especially if consideration .Is confined to fiscal 

instruments employed at the national level. .Mobilisation of labour .for 

productive investment requires a high level of .secial .consciousness, orga- 

nised cadres and clearly recognised and accepted .goals on the .part of .the 

society as a whole and .its leadership. Secondly, it requires a considera- 

ble decentralisation and delegation beth .of develcpment work and resource 

mobilisation ro the local isovemment .institutions down ro the level of 
villages. 

What has been .said -above on domestic resource .mobilisation is 

nnt new but these .PFinc.iples .are fundemental .even though they may 

1ound very trite and simple. Because they are .sll¥}e, .tJiey;of.ten·.~ 
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to be forgotten and, therefore," need be repeated in every forum. I 

am confident that this gathering of distinguished experts will analyse 

and examine this problem in all its aspects, and especially try to 

quantify the magnitude of the problem and its possible solutions, 

within the present socio-political framework of Bangladesh. 

As mentioned earlier the size of a Development Plan depends 

amongst other things upon the level of organisation and management 

which can be mobilised to implement the Plan. Deficiency in orga- 

nisation and management is an important aspect of underdevelopment. 

Bangladesh has inherited a particularly weak organisational and 

management structure and strenuous efforts are necessary for improve- 

ment in all directions. The Plan has attempted to ind icatee the major 

areas of improvement. This problem needs further and continuous 

study. A Plan which merely . provides for allocation of resources 

without recommendations for policies and institutions for implementa- 

tion is unlikely to achieve its targets. 

I need not repeat in the company of fellow economists that 

the contribution of capital investment to growth is largely a function 

of education, training and consequential efficiency in management. 

Investment in the improvement of organisation and management at the 

present yields higli returns in many sectors of the economy or' Bangla- 

desh. To quote but a few examples, yields from investment in irrigation 

projects such as tube-wells and pumps can be considerably improved 

by increasing command area; existing trans port facilities in inland. 

water ways, railways and roads could yield a larger flow of transport 

service and existing industrial capacity could be . more efficiently. 

utilized to produce a large volume of output at a lower cost. • 

The Plan recognises the critical importance of improvement 

in all these areas. It provides for investment in balancing and modernisa- · 

tion, and supplementary investment, which would maximise the results· 

of past investment. It does so because unless more efficient use of the · 

existing capital stock is ensured, before adding to the stock, returns · 

from both old and new investment will cumulatively decline. The 

temptation to add to capital. stock to substitute for inadequate or. 

inefficient use of the existing capital equipment is often very great in 1 

all developing countries} out it is on the extent to which this pressure 

can be reduced or eliminated that the achievement of an efficient' 

ai'owth crHically depends. · · 
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A smaller size Plan would only postpone the day of misery, it· 

cannot solve the problem of low savings and poverty by aiming at a lower 

rate of growth in the current Plan period and by abandoning all 

projects which do not yield significant output except at the end of the· 

Plan period. if the momentum of a moderate growth declines in the 

present Plan period, the opportunity of domestic resource mobilisation· 

in next period is correspondingly reduced, unless a rising volume of 

international assistance can be anticipated for the future, With a 

rising population, savings and investment rates would continue to be 

low. If import subtitution strategy is not pursued vigorously now 

in view of limited export expansion possibilities and a highly specialised 

nature of existing exports. a foreign exchange shortage would become 

very critical in the next Plan period. The vicious circle of proverty · 

has to be broken somehow; the earlier the battle is joined, the 

better it is. Growth of income and the rate of savings are inter- 

dependent and both must be appropriately phased m the context of 

the long run requirements of Bangladesh economy. 

The Five Year Plan was based upon relatively simple input-output 

exercise. No detailed programming exercise either in a static or a · 

dynamic framework was undertaken. Furthermore, in the absence of 

sufficient information about alternative tecniques in all the sectors or 

sub-sectors and in the absence of adequate knowledge about invest- 

ment lags at sufficiently disaggregative level, a dynamic programming- 

model would not have yielded useful results. The Input-output 

exercise was based upon the, classification . of the eeonomy ,· into 33 .. 

The Plan does not envisage a continuation or a projection of 

trends. It aims at a discontinuous break with the past both in terms 

of (a) resource mobilisation and (b) organizational and manegerial 

framework. This is because a Plan must not be just a description of 

what would otherwise have happened, but it must provide the economic 

guidelines to change the course of events by· positive action, economic 

and institutional changes. The Plan assumes that Bangladesh would 

be able to improve upon its past performance. It was the judgement 

of the Planners that the projected investment could be undertaken by. 

the country with reasonable efficiency. The level of investment in the 

pre-independence day was not lower but roughly the same and, therefore, 

it was reasonable expectation that the level of investment postulated in 

the Plan could be executed. 
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sectors and was primarily intended to reveal important bottlenecks in 

critical sectors and to estimate import requirements and to help in 

determining import -substitution and export expansion strategy. In 

some important areas such .as rice production, petrochemical industries, 

gas pipeline etc. -as well as in flood .control, health, family planning 

and education programme, investment requirements were exogenously 

determined rather than derived as an outcome of input-output exercise. 

This iw.as partly because -in -some areas detailed work in terms of inputs 

and investment requirements and institutional framework had been 

worked .ont and, therefore, co.uld conveniently be superimposed upon 

the .inpnt-ourput .analysis. In some other areas specially in the social 

sectors .two way -causal inter-relationship between these and the rest 

of the economy in terms of fl.ow of intersectoral outputs were not 

available. Investment targets in the social sectors were determined 

exogenously, given minimum requirements in these sectors, and their 

implications 'for the Test ·-of the economy were worked ·out. The 

institutional requirements in terms of administrative ability .and ·of 

educatron and training were critically rmportaut in the social sectors 

with the result that the absorptive capacity of this sectors was an 

important Iimiting factor determining the size of tbe investment 

p~o&ramme. 

-In .most of .the sectors.there were .a large number of ongoing 

projects which had to .be made consistent and inter-related with the 

O¥erall framework, .Ongoing projects in many cases needed supple- 

mentary -in¥estment nomake .them mere productive and consistent with 

reqvirements in ~e other sectors. In .some .sectors such .as power.,_ 

traaspertatien -and -communication significant large investments with 

long fags -were QC}uded. -ln the power sector, for .example, emphasis 

was :.placed en balancing the -generation capacity with the distribution 

and transmission facilities, ·,with a view to deriving .maximum benefits 

from the .generation capacity. In all sectors specially in transportation 

and communication as well .as 'in industrial sector, there was a great 

need for investment in balancing and modernisation of the existiag 

capital equipment. 

·A Five ¥ear,Plan -does not 'attempt to -:wor.-k out all the detailed · 

p1oject1 m -each ,of tth.e .sectors . and .sub-sectors. It basically determines 

priori~ies •between 'sector :and -sub-sectors, .while deaving many of .the 

d..,teiled py~t.s ~o :.be worked -out -in course -ot the ·Annual Elana. 
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An economy heavily dependent on foreign. trade: necessarily mast be 

prepared to adjust itself continuously to external' economic forces. This: is 

a-H the more necessery ii dependence on external resources is: cerrsidesa- 

bfe; Even apart: from the above cossiderasioas wbfch limit- tbe freedom Qf 

Aceol'dingl-y, the sectoral, allocadens.weee- based up.nm sectera-11 investment-- 
output relationships- derived from past experleaae, analysis, of samples: of 

projects· in- each of- the sectors and· projection of possible changes; in 

technology. 

In each of the sectors the bias has been in favour of choosing 

investment alternatives which are labour intensive. Moreover, the choice 

of techniques need to· be examined in a broad framework relating to 

the whole of the economy. The capital-labour- proporations are-different 

in the various stage- of a project ranging from eonstruction to operation 

and finally to the use of its output in other projects· or-sectors eF the 

economy. A fertilizer plant, for example, at the. construction- stage, . 

depending on the techniques used in construction, use a lot of labonr 

in> relation to capital ; but in the. operation of the. fertilizer project 

the- amount of labour used is-small in.relation. to capital, Such a. project 

is: a highly capital intensive at the operation- stage. But. the. use of 

fertilizer- in· agriculture with- High Yielding. Varties af seeds facilitates the 

adoption of highly· labour intensive methods in agricultural production, 

Similarly; a highly capita-I intensive power- project enables: supply of 

power for the development of cottage' and small industries. which. aee 

highly labeur intensive. Again, a petrochemical. complex providing a -wlile 

variety of synthetic products helps the development. of a large nembet of 

small industries producing consumer- goods as: well as handloom industry 

using synthetic fibre which by itself is a highly- labour intensive sector, 

In deciding investment allocations and deciding what techniques are to 

be used the implications of employment for the economy as a whole have 

to be borne in mind. While on the subject of choice of' techniques- it is 

important to remember that in Bangladesh, in addition to capital, there 

are other critically scarce inputs such as foreign exchange and· management. 

The objective; therefore, in terms of' an over-al-I perspective is to- econo- 

mise on the vse of all scarce inputs. The relative scarcities of such inputs 

are undoubtedly different and their combination in different sectors and 

projects is also different. A proper economic balance needs- to be ensured 

in their use. The appropriate procedure for doing so is to use shadow 

prices for aU scarce inputs when evaluating projects and techniques, 
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-action of a Planner in anydeveloping country, we all know that economic 

· choices have to be made under conditions of uncertainty and within a 

'shlfting base of facts. What one can try to ·do is to make the maximum 

use of existing knowledge and information and while determining the opti- 

. mum choice on the basis of existing knowledge to provide enough flexibility 

. for changes. 

The basic direction of policies and institutional changes as well as 

broad priorities and investment enunciated in the Five Year Plan are clear 

-enough if Bangladesh is to relieve its poverty and set itself on a path of 

. moderate growth. 

· "The Five Year Plan provides the perspective, sets the targets and 

suggests the framework of policies and institutional changes. The Annual 

.Plan and development. programme are the instruments by which the objec- 

tives, priorities and allocation of the Five Year Plan are implemented 

from year to year in the light of changing circumstances in ~etailis. It is 

. also for the Annual Plait to work out the details of fiscal and credit policies 

from year to year. ·Furthermore, the Annual Plan provides an opportunity 

·for the evaluation of the performance of the economy and progress of 

"implemeutation or' projects and programmes so that' each successive 

'Annual Plan can incorporate the results of past experiences and evalua- 

. tion. The Annual· Development Programme is itself a mechanism for 

·monitoring.the implementation o.f projects and programmes on the part of 

·the Ministries and executing agencies. 

The. Annual Plan bas also to accommodate possible changes _in 

economic factors which are beyond control of Government policies. Firstly, 

.the Five-Year Plan was drawn up on the basis of prices prevailng i;i a 

particular year, i. e., 1972-73. This was unavoidable because it was difficult 

. to make a forecast for the coming five years of prices and costs which 

would not require annual revision. The Annual Piao must incorporate the 

-effects of such changes in investment programmes and policies .. The prices 

·prevailing in 1972/73, were expected to stabilise if recovery of the economy 

was accomplished but the slow recovery of the economy and the impact of 

sudden disruptive change in world prices have created added complica- 

tions. Secondly, in a predominantly agricultural economy like Bangladesh 

·weather plays an important role · in determining the output and prices of a 

-Iarge number of consumption goods and raw materials. In one respect, 

. the Five Year Plan provides for meeting the uncertainty in that provision 

·.exists for emergency. imports of foodgrains of about one million tons 
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Furthermore, violent prioe changes affect the choice between various 

sectors in terms of import substitution and export promotion strategy: The 

changes, for example, in the price of oil products open up in terms of 

commercial viability of different sources of energy such as coal and gas. 

World trade in important commodities is in a state of flux in terms or 

supply and demand and in terms of -prices. The relative position of 

different groups of countries in world economic order ineluding -their 

relative states of balance of payments and the international monetary 

system may undergo significant change. It is too early to predict what 

will be the final outcome of the changes underway. · 

Lastly, Five Year Plan provides for import substitutions not only 

in the field of consumption goods such ·as textiles; ·but ·also '.in' such 

intermediate inputs . as cement, fertilizers· synthetic fibre machinery and 

various kinds of steel products. Delays and uncertaine _in f.he execution 

over the five year period in order to accommodate fluctuations in agrleul- · 

tural output due to variations in weather conditions. The phasing o! t~is 

import over the Plan period bas to be determined every year. Thirdly, an 

important source of uncertainty originates from fluctuations in prices and· 

availability of imports. Tne experience of the past year has demonstrated 

the significance of this phenomenon. Changes in terms of trade affect the 

availability of real resources for the implementation of the plan. White the 

Five Year Plan has proved for some deterioration in the terms of trade' 

due mainly to the possible reduction in export prices while might be· necess- 

ary to expand our exports, it did not provide for violent changes in the 

import prices which have been taken place for the last few months. The 

relative supply and demand prospects for the important consumer goods. 

intermediate products and raw materials such as foodgrains, edible oils, 

cotton, cement, construction materials, metals and minerals have been 

changing for quite some time. The prices of oil products have been subject 

to erratic fluctutions around a continuously rising trend. It is not only 

uncertainties in prices but also in availabilities which affect the implementa- 

tion of development programmes. While moderate changes could ·be 

incorporated in terms of changes in the absolute level development pro- 

gramme, violent changes in relative pries may require a change in phasing· 

of the sectors investment as well as reduction or elimination of low 

. priority projects. 
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_ Before I conclude, I like to share with my fellow economists. my 

views about the gaps in knowledge about Bangladesh economy which 

have acted as serious constraints on the work of the Planners. The 

Five Year Plan could not be put in the proper framework of a fully 

worked out Perspective Plan for Bangladesh, even though broad 

growth paths and sectoral priorities over the long run were taken into 

account on the basis of previous studies. But it is now appropriate 

to .start work on a full-fledged long term Perspective Plan for Bangla- 

desh. It is here that the analytical equipment, historical prespective 

and study of comparative experience of other countries by academic 

economists can make significant contribution. A long-term Perspective 

~Ian has special relevance for investment in such sectors as water, 

irrigation, manpower and education and transportation, where more 

often than not projects and programmes have a long gestation lags, 

Secondly, there is need for in depth study and analysis of the pattern 

and speed of social transformation which is necessary to make a 
transition to socialistic economic order which Bangladesh aims at 

consistent with requirements of democracy, equity and economic growth. 

We_ should, in particular, analyse the speed and scope for experi- 

mentation in terms of changes in institutions and policies in Bangladesh 

given 'our limited resources, inadequate room for manoeuverability, 

extreme poverty and limited administrative and organisational structure. 

Economists have often talked about choice of technology appropriate 

to a labour-abandant economy. However, very little work has been 

done on making an inventory and analysis of available alternative 

techniques either in use in Bangladesh or in other developing 

~ountries. This would enable us to make an appropriate choice 

from the range of existing techniques which are relevant to our 

factor endowment. We need to go one step further, i. e., devise 

~ew technology but here developing countries need pool their resources 

and knowledge, if necessary, with the help of advanced nations. It 

is pertinent to remember that most of our technologists are trained 

i~, labour short and __ capital-abundant countries, There is need for 

reorientation in their research and training. 

<?f projects. would Increase our foreign exchange requirements for 

cur:ent imports and would affect the appropriate mix between project 

and commodity assistance. These changes may have to be accommodated 
in the Annual Plans. 



I am sure that deliberations of the next few days would not 

only illuminate various issues which have been incorporated in the 

programme of the conference, stimulate thinking in the country as a 

whole but also promote serious study of the development problems 

of Bangladesh. 

Economic development does not involve only economic factors 

and consideration ; it extends to sociological and political factors. 

Therefore, other disciplines must be brought to play their essential 

roles in understanding and analysing the process of social evolutions, 

and attitudes and objectives which seriously hinder or promote the 

development process. Human and political element in economic deve- 

lopment can only be· neglected at the cost of fuller understanding 

of the process of development. 
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f;pf ~<Ii <lifir~ ~Rf~ ~JfH.~ ~ <1n9flt~ $3l\!i<q1~'t~~ ~~ 

~t<B( ~1 Jflf~ \!1~ ~~ <{tif ~I 

1151~1. 

(~) ~fit ~ ~~fit~ ~t'51 ~. ~<l\ ~' ~t'if ·~ 
f.{<( ~ <!if~~ <Ii~ 'J~ ~ t ~~,. 

('if) '-!fir <til~fit<f t~<i> ;qifir~~ ~~ f~rC<t \!it~t~ ~<I~~ ~~i 

~lt~i 91~9t~ ~Mm fitqjt'J 41~1 <tiw-1 I 
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~ I ~19' ;rien{ <fSt~f;{<f t~ ~$~ Dnl~., ~ifC~Ht ~9if~f\!l 11'°'J1· 

41[" (C<firm~) <1mm ~~r ~~c<t 1 ~~ f<t~t~ )'{~~n _ "~c~~ 
Pr~ffl~ ~~~ Pr~ffl ~~1 ~t<tf~ ~~"C<t I ~C\!lJ~ ~ ~~·n;rn ~<fi ~~t~ 9J_t<t; :>1~1~ ~Wir5J f<lli~tfif~ "ffet<t>1 ~~ 

c~$~ ~"C\!lJ~ ~ift~ f.1~1; C9\'l~l~t\!i ~~'l I ~~tef~ 
f.lof' ~~lf ~<!' ~9if~\!l ~~Cif~ fit~t~ '5l~t;l C<1it~ ~') 

-: ~~ ~~t~ '5ltta'l16~~ ~ ~?i" ~~t\!l ~t~ I ~~ ~~ 

ciJt9fl~ f1f1jjjr~ ~~-~~ ~ )1~9if" ~c~tor-,~tc~ ~~ ~c~ 
Ciil~ .~9Mi ~~1 Oi~ ~~t~C<fi ~~ S!llt~te{ ~ffi\!l 
9flfut<I~ I . 

!:> I ~~ ';5{Qf<!1 \!it~~ '5t~9lf~ ~<fiUfi{ -~~-~t9\R; )1~Sf 

~ht )1~9ff~ <1Sfirc<19l 1 ~t~rcw~ ;r<fitaot~ '51:~9\~~\!l ~~ 

~9Jf~ ~li~~ 1Wf1~~~~11~9'~ f;t.(tij" ~<le{ I 

s -, ~~~~ '~ c<tit-f <Ut9tt~ <fi~f;p(t~<fi <miS~ Pi~t~~ ~~~ 
<lfilm ~~001 

t I ~C~ ~ ~e ~fir C<Jil-{ U<fl1 ~~ ~~ ~' ~~ ~- 

. -9lf~ ~t<w.ft',, ef~~ ~f<l~ <f)l~~tll <n'f1 7t~ <fi~t~ 9flc~ 

~~ ~fi{ ~1~~ . ~~t~ .C~ ~';{ 4'~~~1 dt~'t <tSfitt~ 91t'C~~ I 

~~~ 1{'e~ ~fit~'~ ~~ fi f<fm ~~~\!l <IS~ ~ I 

~ I . ~~f.f<t ... ~ ~fir$ ~<!~ <fi~~~t~~ <fi~<'{T 

'.) I <fi~f.i<1't~<fi ~~@' #!fiT~~ <fil~t<ia-i'l 9tfiota'f'fH'I ~~ "ifl~ ~f<p- 

~ ~<t' <ti~<fi~1 -e ~~~m '5lt<15Rt~ ~ij] 9fW 1.~'t ~rn~ 
9ft~t<lif l 

~ 1 ~~-~~ ~~~~-t ~m~ -~~1 ~ ~ · <f~~Hr c<P19l ~t~~~ 

~tal~ t!l<fi~O\ ~~t9ffa, 9ft~ot ~~-~~i91~, l.Q~~Oi C<Pt~~n~, 

~~9'';{ ;r~~ ~<I' ~~~ ~'ilr l14't'f<fl, ~~~ ~-~ 

f~ t~" ~fire" 9ft~t<f9' 1 

e I ~9[Uf <rt9\!l (fi~<fi~i5!'1 ~~, <fITT<li ~t~t~~ ;r~t~ fifitfo\!l '5l~"8 

<ttn(t~~ -~~ ~ <l)i$qsit <titlflS ~'51~ ~~C<t I 
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~~~\!SC~~ ~<lt:!i°'t~ JT'C'left~ ~~~~t~ 'ffll~ ~~f;i~~ <!ifirtit 
<P~<i> ~-c<1f6~ ~~r:<i ~<1' ~ITT<ti JTt~t~~ ~~rn ~91f~~ ~~ ~~t'xr 
J.l~~I1: 'Sffu~. 'f'if~C"f~ ~'qit~ '!ii~~ ~;i~. ~ ~~' ~it~ 1ix~*f~ 

~~t:~~ ~'ist~F!1~~ ~~<ifb~ 1$1~~ ~fll~11 ~'{~~ 151~(~ ~~~~~ 1 _ . 

91fo'51'9";tt~ ~'11 '!iit~~<!i 1f\f~11 ~~tr.'RI f·~~ l!ilt~m <pfir$ 
i)f2;i- <tSfirc\!j ... rtfitG';{ I f<is~ 91111~~~ ~ ~'G' ~c:lt<fit~ <!l'l<lil)f<!it;r 

~fir~~ <P1~f.i~t~<tS <tSf"t$~ ~'f~~1 l!i!<l'lefJ~ c~ '!ili~~'i<fi <i>~ ~~9fir 

'it~ <P~C<l';f I 

~\:fi ;,rfs/~~ <ii1~f;{~t~<fi <lifir~Q 'ii~t~'1 9f8rotQ1~Bl ... '!ii~C~ 

~~f<twtt:rn c<P~ '5{~~1 \5!~t'il xi~c~~ 4'jWf~~1 <1t,~tt)f'l£f '!ii~~~ "fin~ 
l!i!1~~<1S ¥ft~1 ~r91~ <r.BTC<i;{ 1 

· .. 

~ 
0 1 <!i~~r-i~r~~ <iSfii~ ~rlf~~ <it~~ <itt~s '!ii~r.11t'f"' <!i~N-{ ~<1' 

~wt;l~\!): <'fr-c:sri; <1~~\!j r. <iSt;i- <irn-m~;{ ~-c<1 ~1 1 

~ 1 )f-ftif<fi ~~ft;!;~ ~<1~'1~ wrfqia, ~ ~'~'I f6f:91ai l!ittttt01 ~'if(.{ 

<fl~r<rOf ~q' Ni~~ ~f~tc-i~ ~~r<1~t~<JS ~tf<lit<rOf 1 ~f;c l!itfili1f 

1f,111t~ <Ji1~t<i:~1 ~~~ <til~~~t~<fi <!if~ <lS~'qo; OfJi~ ~~~r~ ~9{ 

<Pfitt<IOf I 

ci 1 ~fiifa~ <P1~R~t~<li <Ji~~ <Ii~~ 5Jrt~ f;rn~t~~t~ c<t>t~t~Jllf ~'!~ 

'5!~fol~'f, ~'<it<lift"1 ~1' &lft<r l{'~~'t <t>fur.<1~ I . 

b" '- ~~[m:<!i~ ~~9i~~?;t:!i ~~~ ~~-'1'4tif<JS '!1~~ <fl~~Wr ~flt~ 

<i>~C<o;t ! ~t~Wrn l!i!~?fT~~7:\!) <P1~f-l~t~<!i ~~ 1flfflJCifif ~~ 

~~[\!) ~::>9\(WC<fl~ <f.\§err l1'4iwr[;i-Q ~ijl ~(fiQ';{C<fi ~COft~'1'9 <flBtC<!~ I 

;;., I ~?;~!~~ '5!~'1t~?, ~f<l\!)'1~ <!Hf·}lt~Of llf~t:!i1 <!ii~fil~t~<!i . ;:pfii~ 
~rf~<i: I 
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. :> 1 ~~ ~J<fi 'Cl~~ ~<ti~ 151~hr~<tS ~rc~c:t"C-.rl Sft-cm~-.r <fiRt~ 

. ~; ~t<if, ~~~ 'e <Ii~~ <rs1~f;{~t~<fi <!)~ -~<ti f;{flrg ~1 

~~ l!l<I~ <fi1~fif~t~<i> <i>ni~ ~ <15~5' <t~<rt~ ~i!T tml"t 
~t~~I 

~ 1 <1tm :11t~~-r oe <ltf~. :Jit~t~cr if'$1 ~"<fiU!! l!i{~~ <i>~~t~ ~r 

<!)1{t~t~<f> <fi~ :11~t~ ~o~1 Dt'il~<r~ 1 ~ c<i>t~ <i>r~rct e<i>tii 

~~~ C(tm ij~ili{ 15(~ 9i1 ~, ~-c<i <!i1~~t~<!i <rsfi!~ <1i~<fi 

~'~\' ~ttii ~<I~ :Jim <lf~ ift'f1~'1 if~1 151~~~ ~"C<I I 

~ I <fii~f.i~t~<fi <t>fii~ :Jif~ct m~'7t ~ 15liJJliJJ ~t1lf<;1 ~~<{$:{j.f, 

'1-flif9l'1 '8 ~ticf9it~ ~~l~~ <i>fi<tt~ 'fij} <!i1'll~~~ (fif~ 

~~~ 11""1twr~ '5i~1 ~~ :JimPrtif~ ~~~ firrnt'5t <fi~t<t"{ ., 

8 I ~\!~ ~ f~t~ <l~:Ji"C~ ~~t"f ~fif~t~<fl ~~ ~<f filrn~ C<fitii 

f~~~ ~~1 f.{~~ ~<l I 

fl f. "'~9lc~-~fcr1;; f.{~~<{{i~~ ~t-r <ut~ ~~fif~t~ Cf$. f;{"~ mcw-tt~ 
~ ef~q~-' . . . 

~ I <1i~'~ ~ <1it~f;f~t~~ ~~ :Jiif~ fii~to.{ ~<tt ~~ R~~' 
- ~ ~~ ~ ~·~rt~;fr~ <ifvro1 ~;; ~~ ~lfii :Ji<I <fT<t:Jit~ Cil9t'rn~ 

~ ~~Jf~ ~<1i <rt~ <IITT~ )fi~nlct :Ji~t '5(~~ ~~?;<( I 

~ I C~. ~ :Ji~~ .-itlf '5f~>;;: ~<ti lfT:Ji '5ft"C'5t ~~"C'e ~if~ ~it-ct 

~ en, ~t~tm <f1f~ :Jit~ct :Ji'eHI 15lt1Cf ~tf ~~ 9ft~"C~ii 

9'1 I 

e I 11firm <fit~f;ii~ <1ifirro'~ ~~~9{1~'5t ~qjtt~ ~~<11 :Ji~~it 15liJJt~ 

Xf>;;~1 ~ 0 t!IM ~"C~9 M~ wt<tl :Ji"'°ft'ff"C<tS~ ~~ c91¥f <fi~.ci 

~ . _ ~"C~ ~"C$t ~'ft~'f :11~1 ~~fh ~~?;~ 91ffil!<l I 

8 I 11firf>;S1 :Ji<fic:t ~'fft~~ xt~~1 ~ o ~'St, 151~<11 if~~rn ~0 ~"f 

~t"tJ ~t,1 <flf ~~<r, \;f~~ :11t'ft~'f :Ji'$t~ :Jirr~t~ ift~n~ <@rn1 

~'fJ ~~I 
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