CHAPTER 1
AN OVERVIEW OF PAST PLANNED DEVELOPMENT

1.1 Macro Economic and Social Development

1.1.1 Bangladesh has had two and a half decades of development efforts at lifting
the economy out of its abject poverty. The country has followed the course of
planned development since 1973. In a medium term framework, the First Five Year
Plan was launched in July 1973. This was followed by a Two Year Plan (1978-80) in
the background of world-wide inflation and uncertainties. In 1980, the five year plan
framework was reinstated and since then three five year plans were implemented in
succession. There was no development plan during 1995-97 after the expiry of the
Fourth Plan (1990-95). Every plan targeted at an average annual GDP growth rate of
above 5 per cent but achieved about 4 per cent. In spite of large inflow of foreign
assistance to augment meagre domestic resources, the planned effort for development
has not been able to free the economy from the low growth trap. Almost half of the
population of Bangladesh still continues to eke out an existence below poverty line
with very little access to the basic amenities of life.

1.1.2 Planned development has been frustrated by a number of factors. First, political
instability loomed large over most of these years since independence though a semblance of
elected government was maintained. It was in the nature of thing that the absence of a truly
representative government led to political turmoil adversely affecting development process.
Worse still was the private agenda that the lack of public accountability bred indiscriminately.
This not only added fat to projects but as said, gift horses also failed to earn their hay.
Secondly, foreign aid flow and its modality affected the development effort. Although
Bangladesh received generous aid, its level was not adequate to mount the investment
programmes which the successive Plans envisaged. Even in that year (1989/90) when aid
flow (disbursement) reached its peak ($ 1.8 billion) investment/GDP ratio was 12.80 per cent
only, still one of the lowest in the south-east Asian region. Nor was aid flow steady; it appears
to have reached its plateau at around $ 1.4 billion at constant market prices of 1984/85. At
such prices average annual inflow of foreign aid during the Second Plan was lower than that
in 1979/80 and steadily declined in real terms (at 1984/85 import prices) after the flood year
of 1987/88 when aid flow was $ 1.59 billion. The modality of aid has also drastically changed
with the gradual withering of commodity aid which used to generate counterpart fund for
local currency financing of projects, and commitment of counterpart fund of food aid to
selective projects. Thirdly, the development process has been disrupted by frequent
occurrences of natural disasters like flood, cyclone and drought. They not only pre-empted
scarce resources for relief work and rehabilitation but also sapped saving and investment
habit, particularly in the agriculture sector due to high risk. All these compounded to frustrate
planned development with shortfalls in investment and output. The planned outlay and GDP
growth targets with their actuals of the successive Plans are shown in Table 1.1.



Table 1.1
Plan Size Actual Expenditure and GDP Growth Rate of Past Plans
(at respective base year prices)
(in million Taka)

Plan Plan Size Estimated Actual Expenditure Growth Realised

Target Growth
Total Public Private Total Public Private (%) (%)

1 2 3 4 5 6 7 8 9

First Five Year Plan 44,550 39,520 5,030 20,740 16,350 4,390 5.50 4.00
Two Year Plan 38,610 32,610 6,000 33,590 24,020 9,570 5.60 3.50
Second Five Year Plan 172,000 111,000 61,000 152,970 103,280 | 49,690 5.40 3.80
Third Five Year Plan 386,000 250,000 | 136,000 270,110 171,290 | 98,820 5.40 3.80
Fourth Five Year Plan 620,000 347,000 | 273,000 598,480 [ 274,083 | 324,397 5.00 4.15

1.2 Review of Fourth Five Year Plan (1990-95)

1.2.1 The Fourth Five Year Plan (1990-95) was launched in July, 1990, but the draft Plan had
to undergo several revisions before it was formally approved by the government in June,
1995. The Plan outlay was reduced from Tk.689.30 billion to Tk.620 billion. The Plan placed
emphasis on poverty alleviation and meeting the basic needs of the people with particular
focus on human resources development, women in development and environmental
sustainability. The main objectives of the Plan were: (a) accelerating economic growth to
achieve an overall annual GDP growth rate of 5 per cent, (b) poverty alleviation and
employment generation through human resources development and (c) increased self-
reliance.

1.2.2 The allocation for the public sector was Tk.347 billion (56%) while that for the private
sector was Tk.273 billion (44%). The share of the private sector was kept higher than that in
the Third Plan (35%) and the Second Plan (16%) in view of expanding market economy and
public resource constraint. To meet the resource requirements, the Plan aimed at raising
domestic saving rate to an average of 8.60 per cent to achieve an investment rate of 14.80 per
cent and tax/GDP ratio of 9.30 per cent in the terminal year of the Plan.

1.2.3 Growth performance: The average annual growth rate during the Fourth Plan period
was 4.15 per cent against the Plan target of 5 per cent. The low growth was due to almost
stagnant agricultural production. The growth of the sector was only 0.98 per cent compared
with the Plan target of 3.42 per cent. Agricultural growth suffered due to problem with
fertiliser distribution and lack of adequate public procurement of foodgrain at support prices.
The manufacturing sector showed a modest growth rate of 7.05 per cent against the target of
9.02 per cent. The energy sector, however, accounted for an accelerated growth rate of 15.31
per cent while its target was 9.28 per cent. The public services sector showed some shortfall
in attaining the growth target. The housing and other services, however, had marginally
higher growth rates. The sectoral growth targets and achievements of the Fourth Plan along
with GDP are given in Table 1.2.

1.2.4 Changes in economic structure: There was a marked change in the structure of the
economy in the Fourth Plan period. The shares of the manufacturing and services sectors
went up further and the share of agriculture declined in line with its historical trend
(Table 1.3). The share of the agricultural sector went down to 32.77 per cent in 1994/95 from
41.77 per cent in 1984/85. In spite of these shifts, the economy continued to be dominated by
agriculture; so it remained susceptible to natural hazards.



Table 1.2
GDP Composition and Growth Rate During Fourth Plan Period
(at 1984/85 prices)
(in million Taka)

Sector 1989/90 | 1990/91 | 1991/92 | 1992/93 | 1993/94 | 1994/95 | Annual Growth Rate (%)
Target Achievement
1 2 3 4 5 6 7 8 9
Agriculture 190,354 193,421 197,662 201,230 201,915 199,822 3.42 0.98
Industry 49,322 50,503 54,211 59,140 63,786 69302 9.02 7.05
Electricity, Gas and Natural Resources 5,561 6,704 7,876 8,933 10,184 11,339 9.28 15.31
Construction 29,749 31,087 32,471 34,032 36,074 38,593 5.86 5.34
Transport and Communication 59,024 60,840 63,349 66,416 70,089 74,203 5.39 4.68
Trade and Other Services 105,124 110,237 115,780 122,041 129,516 140,115 5.00 5.92
Housing 38,030 39,316 40,656 42,187 43,792 45,457 3.62 3.63
Public Services 20,363 22,334 24,184 26,240 28,484 30,962 10.65 8.74
Total GDP 497,527 514,442 | 536,189 560,219 | 583,840 | 609,793 5.00 4.15
Table 1.3

Structural Change in Economy (1984-95)
(in per cent)

Sector Composition of GDP Contribution to
(at 1984/85 prices) Incremental GDP
1984/85 1989/90 1994/95 [ Third Plan | Fourth Plan

1 2 3 4 5 6
Agriculture 41.77 38.27 32.77 22.50 8.43
Industry 9.86 9.91 11.36 10.16 17.80
Electricity, Gas and Natural Resources 0.58 1.12 1.86 3.55 5.15
Construction 5.53 5.98 6.33 7.98 7.88
Transport and Communication 11.22 11.86 12.17 14.76 13.51
Trade and Other Services 19.82 21.13 22.98 27.01 31.17
Housing Services 7.97 7.64 7.45 6.17 6.62
Public services 3.25 4.09 5.08 7.87 9.44
Total 100.00 100.00 100.00 100.00 100.00

Source: BBS

1.2.5 Savings and investment: Historically, the levels of aggregate savings and investment
have been very low in Bangladesh. However, there have been some improvements in
domestic savings and investment rates during the Fourth Plan period. Domestic savings as a
ratio of GDP increased from 2.72 per cent in 1989/90 to 8.31 per cent in 1994/95. The
increased savings rate was due to higher savings by the government as well as by the private
sector.

1.2.6 The level of investment in the economy of Bangladesh is low compared to that in many
developing countries. The rate of aggregate investment in 1990/91 was 11.50 per cent which
rose to 16.63 per cent in 1994/95. This exceeded the Plan target of 14.80 per cent. This rising
trend is a positive development in resource mobilisation for faster economic growth and
socio-economic upliftment. In this period, the relative share of private investment rose while
that of the public sector declined. This reflects the reorientation of the Bangladesh economy
towards the private sector.

1.2.7 Public sector outlay: Annual phasing of public sector outlay at 1989/90 prices and
ADP allocation and achievement during the Fourth Plan are given in Table 1.4. The increase
in ADP size was due to the inclusion of certain lumpy projects such as the Bangabandhu
(Jamuna) Bridge, Madhyapara Hard-rock and Barapukuria Coal Development projects.



Increased investment in education, particularly in primary and mass education, stipend for
female students, food for education and rapidly enhanced investment in rural roads,
electrification, water supply etc., also necessitated significantly higher resource deployment in
the public sector.

Table 1.4
Public Sector Outlay and Realisation During Fourth Plan
(at 1989/90 prices)
(in million Taka)
Year Plan Allocation ADP Size % Realisation over
Revised Realised RADP Allocation | Plan Allocation
1 2 3 4 5 6
1990/91 48,390 56,954 49,042 86 101
1991/92 55,070 63,475 53,480 84 97
1992/93 70,110 69,642 56,170 81 30
1993/94 82,700 81,175 75,976 94 98
1994/95 90,730 94,998 87,772 92 97
Total 347,000 366,244 322,440 88 93

Note: Used Investment Deflator
1.2.8 Sectoral allocation: The sectoral allocations of the public sector outlay of Tk.347

billion at 1989/90 prices and expenditures are given in Table 1.5. Total financial achievement
was 92.93 percent of the Plan allocation. The transport sector including Bangabandhu

Table 1.5
Public Sector Allocation and Expenditure During Fourth Plan
(at 1989/90 prices)
(in million Taka)
Sector Allocation % Realised % Financial
Share Expenditure | Share | Achievement as %
of Plan Allocation
1 2 3 4 5 6

Agriculture 23,260 6.70 18,820 5.84 80.91
Rural Development and Institutions 16,500 476 17,930 5.56 108.67
‘Water Resources 38,290 11.03 26,730 8.29 69.81
Industry 16,840 4.85 5,030 1.56 29.87
Power 45,360 13.07 41,880 12.99 92.33
QOil, Gas and Natural Resources 23,980 6.91 15,320 4.75 63.89
Transport 46,530 13.41 51,260 15.90 110.17
Communication 6,520 1.88 12,130 3.76 186.04
Physical Planning and Water Supply 18,420 5.31 13,780 4.27 74.81
Education and Religious Affairs 26,580 7.66 29,050 9.00 109.29
Sports and Culture 1,460 0.42 1,510 0.47 103.42
Health 10,600 3.05 9,830 3.05 92.73
Family Welfare 15,980 4.61 15,160 4.70 94.87
Mass Media 1,230 0.36 1,190 0.37 96.75
Social Welfare, Women Affairs and Youth 2,350 0.68 2,020 0.63 85.96
Development

Public Administration 2,010 0.58 710 0.22 35.32
Science and Technology 540 0.16 490 0.15 90.74
Labour and Manpower 850 0.24 180 0.06 21.18
Others 49,700 14.32 59,420 18.43 119.58
Total 347,000 100.00 322,440 100.00 92.93

(Jamuna) Bridge accounted for the largest chunk (15.90%) of the expenditure which exceeded
the share envisaged in the Fourth Plan. The power sector was the second highest recipient
expenditure. The social sector received higher emphasis

claiming 13 per cent of the




compared to the original allocation. The education sector's share in the ADP expenditure
appreciably increased to about 9 per cent as against 7.66 per cent earmarked in the Plan.
Other social sectors (except Labour and Manpower) also showed higher realised expenditure
compared to the planned outlay.

1.2.9 Public sector financing: As regards financing of the planned public sector outlay of
Tk.347 billion, an amount of Tk.119 billion (34.29%) was to come from domestic resources
and Tk.228 billion (65.71%) from external resources. Table 1.6 shows the actual amount of
expenditure at current prices during 1990/91-94/95 made through the ADPs and the
contribution of the government thereto.

Table 1.6
ADP Allocation and Government Contribution During Fourth Plan
(at current prices)
(in million Taka)

Fiscal Total ADP Government % of
Year Allocation Contribution Total Allocation
1 2 3 4
1990/91 61,210 12,980 21.21
1991/92 71,500 17,870 25.00
1992/93 81,210 20,530 25.28
1993/94 96,000 34,400 35.83
1994/95 111,500 47,980 43.03

1.2.10 The domestic resource share in public sector financing was below the planned
projection (34.29%) during the first three years of the Plan. The share picked up during the
last two years of the Plan rising to 35.83 per cent in 1993/94 and to about 43 per cent in
1994/95, but on average, there was a shortfall; together with lower aid inflow, it resulted in a
lower development expenditure in the public sector than planned.

1.2.11 There was a significant improvement in tax collection due to the introduction of VAT
during the Fourth Plan period. Domestic resource generation amounted to Tk.158.92 billion
at 1989/90 prices. This exceeded the Plan target of Tk.119 billion by 33.55 per cent. Total
revenue receipts during the Fourth Plan period was Tk.471.57 billion against the target of
Tk.457.9 billion. Out of the total revenue receipts, tax revenue was Tk.379.48 billion and
non-tax revenue was Tk.92.09 billion. Total revenue receipts increased at an average annual
rate of about 10.00 per cent at 1989/90 prices. Tax revenue and non-tax revenue grew at the
average annual rates of about 8.76 per cent and 16.15 per cent respectively. Tax/GDP ratio
increased to 9.71 per cent in 1994/95 exceeding the Plan target of 9.30 per cent. In spite of
this, there was shortfall in public development outlay as revenue expenditures were more than
planned.

1.2.12 Implementation: During the early years of the Fourth Plan, implementation of ADP
posed to be a major challenge as development programmes/projects involving large
expenditures for the rapid socio-economic development of the country were launched. Over
the Plan period, shortfall in ADP implementation was a matter of grave concern for the
government. Reforms of project execution process in terms of delegation of authority to the
project directors, reinforcement of the review and monitoring process, reallocation of
developmental resources from the slow-moving to the fast-moving projects through objective
review exercises and gearing up of the project approval process were identified as necessary
steps for improvement of implementation of ADP. Through adoption of some of these



corrective measures, the rate of ADP utilisation picked up appreciably from 1993/94 and the
process of improvement was more or less sustained during the remaining period of the Fourth
Plan.

1.2.13 Private investment: An amount of Tk.273 billion was earmarked for the private
sector in the Fourth Plan. This was about 44 per cent of the total Plan allocation. The annual
phasing of the Fourth Plan projection by sectors is shown in Table 1.7.

Table 1.7
Projected Private Investment During Fourth Plan
(at 1989/90 prices)

(in million Taka)

Sector/Year 1989/90 1990/91 | 1991/92 |1992/93 | 1993/94 | 1994/ 95 Total
(Benchmark) (1990-95)
1 2 3 4 5 6 7 8

Agriculture 6,500 6,150 6,130 6,950 8,050 9,500 36,780
Industry 4,500 5,360 6,340 7,900 10,500 14,100 44,200
Housing and Construction 7,000 9,560 6,810 7,500 8,440 9,750 42,060
Transport and Communication 5,300 5,910 5,880 7,150 8,750 11,400 39,090
Trade and Other Services 7,000 7,160 16,210 | 21,450 | 28,400 37,650 110,870
Total 30,300 34,140 | 41,370 | 50,950 | 64,140 | 82,400 | 273,000

1.2.14 A significant acceleration of private investment was envisaged during the Plan period
(1990-95). Private investment was expected to rise from Tk.30.30 billion in 1989/90 to
Tk.82.40 billion in 1994/95 giving an average annual growth of 22.20 per cent. The estimate
of realised private investment at current prices is shown in Table 1.8.

Table 1.8
Realised Private Investment During Fourth Plan
(at current prices)

(in million Taka)

Sector Plan Allocation Realised Investment
(1989/90 prices) 1990/91 1991/92 1992/93 1993/94 1994/95
1 2 3 4 5 6 7

Agriculture 36,780 4,194 7,468 8,316 9,616 10,431
Industry 44,200 15,084 19,361 23,079 23,552 32,972
Housing and Construction 42,060 6,770 8,168 10,724 12,859 18,668
Transport and Communication 39,090 5,514 5,861 6,592 6,914 12,267
Trade and Other Services 110,870 17,000 19,205 25,695 27,735 35,844
Total 273,000 48,562 60,063 74,406 80,676 110,182

1.2.15 At the sectoral level, the performance of industry was affected in the closing years of
the Plan due to political unrests; yet its share in total private investment rose from 14.85 per
cent in 1989/90 to 29.92 per cent in 1994/95. In real terms (at 1989/90 prices), industrial
investment (private) was more than double the planned target (Table 1.9).



Table 1.9
Realised Private Investment During Fourth Plan
(at 1989/90 Prices )

(in million Taka)

Sector/Year 1989/ 90 | 1990/ 91 | 1991/92| 1992/ 93 | 1993/ 94 | 1994/ 95| Total Plan Percentage

(Actual) (1990-95)| Allocation | A ttainment

over Plan

Allocation
1 2 3 4 5 6 7 8 9 10
Agriculture 6,500 3,902 6,630 7,131 8,131 8,887 | 34,681 | 36,780 94
Industry 4,500 14,035 17,188 19,792 [ 19,915 | 28,092 | 99,022 | 44,200 224
Housing and Construction 7,000 6,299 7,252 9,196 | 10,873 15,897 | 49,517 | 42,060 118
Transport and Communication 5,300 5,131 5,203 5,653 5,846 | 10,451 32,284 | 39,090 83
Trade and Other Services 7,000 15,818 17,049 [ 22,035 ] 23,452 | 30,539 108,893 | 110,870 98
Total 30,300 45,185 | 53,322 | 63,807 | 68,217 | 93,866 | 324,397 | 273,000 119

1.2.16 It can be seen from Tables 1.7 and 1.9 that realised total private investment in the
successive years from 1990/91 through 1994/95 during the Fourth Plan period was higher
than the targeted private investment. It grew at an annual average rate of 25.40 percent. There
were, however, some shortfalls in agriculture, transport and communication, and in trade and
service sectors.

1.2.17 Balance of payments and external resources: The country enjoyed a relatively
comfortable balance of payments position during the first four years of the Fourth Plan. A
continued higher growth of exports and remittances vis-a-vis a sharp decline in imports
during 1990/91 and 1991/92 and a slow growth during the following two years helped contain
the balances of trade and payments and keep them below their benchmark levels during the
period. The balance of payments situation, however, worsened in the terminal year of the
Plan, largely because imports recovered substantially from the unusually low levels.

1.2.18 Preliminary estimates indicate that aggregate imports, exports and remittances during
the Plan period were 99.34 per cent, 96.29 per cent and 99.31 per cent of their projected totals
respectively. The share of imports financed through exports was 53.85 per cent in 1994/95
compared with 55.21 per cent expected in the Plan. As a result, the current account deficit
overshot the target by 10.12 per cent. There was a shortfall of around 10 per cent in aid
disbursements also.

1.2.19 Imports: Total imports grew at an annual rate of 6.14 per cent which exceeded the
Plan target of 5.11 per cent. However, merchandise imports during the Plan period was still
$130 million less than $19.81 billion projected in the Plan. Imports started to pick up after
the first two years of the Plan and reached a peak of $5.05 billion in the terminal year.
Foodgrain imports rose sharply to $622 million in 1994/95 against the Plan expectation of a
fall to $100 million. Imports of non-food and intermediate goods grew slowly at the rates of
5.4 per cent and 5.5 per cent respectively compared with 6.6 per cent and 9.8 per cent
projected in the Plan indicating a depressed domestic demand. Imports of capital goods which
declined by 2.20 per cent rather than rising at 1.70 per cent as projected in the Plan similarly
manifested a depressed demand.

1.2.20 Exports: Total exports during the Plan period fell short of the target by $400 million
and amounted to $ 10.39 billion. However, exports picked up by the close of the Plan
reaching a level of $ 2.72 billion in 1994/95. The average annual growth rate of exports was a
little higher (12.20 per cent) than that (11.60 per cent) envisaged in the Plan. Non-traditional



exports grew at a higher annual rate of 17.20 per cent than the Plan's projection of 16 per
cent; this offset the shortfall in traditional exports.

1.2.21 Terms of trade: The terms of trade which suffered a deterioration of 2.60 per cent in
1989/90 improved between 1990/91 and 1993/94 but an 8.90 per cent appreciation in the
import price index against a 6.60 per cent rise in the export price index resulted in a small
deterioration of 2.20 per cent in the country's terms of trade in 1994/95.

1.2.22 Remittances: Total home remittances during the Plan period amounted to $4.30
billion, lower by only 0.69 per cent than the target of $ 4.33 billion. The annual growth of
private transfer was slow, 4.80 per cent against the projection of 5.10 per cent. Annual
manpower export reached its peak of 238 thousand approximately in 1992/93 from 110
thousand in 1989/90 but thereafter fell below 205 thousand and was about 200 thousand in
1994/95. Annual remittances increased from $761 million in 1989/90 to $1.09 billion in
1994/95. Total foreign employment was 0.95 million in the terminal year of the Plan.

1.2.23 Foreign aid: The global recession after the Gulf war, the emergence of independent
states in the former Soviet Union, and above all, newly emerging donor priorities adversely
affected the availability of external assistance and caused a decline in the flow of foreign aid
to Bangladesh. Implementation problems also adversely affected aid disbursement. During
the Plan period, the total aid disbursement fell short of the target by 9.28 per cent to $7.56
billion and accounted for 47.64 per cent of development expenditure at 1989/90 prices.

1.2.24 Debt service: The country's debt obligation consists mainly of the public sector debt
which increased in nominal terms from $10.61 billion in 1989/90 to $16.77 billion in 1994/95
showing a growth rate of 9.60 per cent a year. Debt service payments for the public sector
MLT debt rose at the rate of 9.20 per cent from $302 million in 1989/90 to $ 468 million in
1994/95. Against this burden, export earning grew at the annual rate of 17.50 per cent in
nominal terms. As a result the debt service burden declined to 13.48 per cent of export
earnings in 1994/95 compared with 19.75 per cent in 1989/90.

1.2.25 Exchange rate management: Bangladesh has been pursuing a flexible exchange rate
policy to ensure its competitiveness in international trade. The Bangladesh Bank fixes its
buying and selling rates of US dollar for the banks on a daily basis. While setting the buying
and selling rates, changes in exchange rates and price levels of major trading partners are
taken into account after due adjustments for trade weights. In other words, buying and selling
rates of US dollar in terms of taka are changed with due regard to the nominal as well as real
effective exchange rate (REER) index and levels of trade with its important trading partners.
Bangladesh Bank has been progressively liberalising the foreign exchange restrictions in
tandem with the government's reform policies for trade liberalisation, export promotion and
deregulation with a view to creating an environment conducive to growth in investment and
productivity. Taka has been made convertible for all transactions in the current account. In
addition, several steps have been taken to activate the inter-bank foreign exchange market.
The exchange rate in the secondary exchange market and the official rate have been unified
since January 1, 1992. On the other hand, exporters retention rate has been increased from 20
per cent to 40 per cent since FY96. These liberalisations have strengthened the unification of
the two rates. Taka was depreciated by 22.10 per cent during the Fourth Plan period which
stimulated both export and workers' remittances and helped reduce Current Account gap in
the external sector.



1.2.26 Money and prices: The Consumer Price Index for the middle income families in
Dhaka increased roughly at an annual average rate of 4.50 per cent during the Fourth Plan
period compared with the average rate of 9.80 per cent during the preceding 5 years. The
inflation rate came down to as low as 1.40 per cent in 1992/93; thereafter, it began to rise and
was 5.20 per cent in 1994/95. The lower inflation rate could be attributed to two major
factors: the availability of consumer items including foodgrains was adequate and stable, and
the money supply was contained, particularly during the first three years of the Plan period.
However, the money supply (M) during the last two years of the Plan rose significantly
which resulted in a higher inflation rate in 1994/95.

1.2.27 Employment situation: The Fourth Plan (1990-95) laid specific emphasis on
employment generation to alleviate poverty. The trend in employment is shown in Table 1.10.
Table 1.10
Labour Force Employment and Unemployment During 1972 to 1997

(million person-years)

Year Labour Employment Unemployment | Unemployment
Force Domestic Foreign Total Rate (%)
1 2 3 4 5 6 7
1972/73 21.38 13.09 - 13.09 8.29 38.78
1977/78 24.10 16.04 0.05 16.09 8.01 33.24
1979/80 25.29 16.09 0.05 16.14 9.15 36.18
1984/85 29.50 18.97 0.32 19.29 10.21 34.61
1989/90 34.80 22.82 0.43 23.25 11.55 33.19
1994/95 40.47 26.88 0.95 27.83 12.64 31.23
1995/96 41.70 28.18 1.14 29.32 12.38 29.69
1996/97 42.97 29.62 1.34 30.96 12.01 27.95

Note: i. Underemployment counted on the basis of duration of work.
ii.  LFS 's usual definition used,
iii. Estimation of labour force for 1972/73 and 1977/78 based on 1974 and 1981 census population
growth respectively and for 1979/80, manpower survey of 1980 adjusted; similarly, for 1989/90
LFS 1989 adjusted.
iv. The rate of unemployment covers underemployment also; employment and unemployment
calculated on person year basis.
v.  Foreign employment figure shows cumulative net employment.
The labour force has almost doubled since independence growing at a rate faster than the
population. Against this, employment on man-year basis has more than doubled resulting in a
reduction of unemployment rate (including underemployment) from 38.78 per cent in
1972/73 to 31.23 per cent in 1994/95. During all the Five Year Plans, unemployment rate
showed a decline, faster during the First Plan than during the others. However, it suffered a
setback during the Two Year Plan (1978-80) when unemployment rate increased. As the
domestic employment increased at an annual rate of 3.30 per cent, GDP grew at 3.90 per cent
a year there was some marginal gain in the overall average productivity of labour.

1.2.28 Sectoral employment during Fourth Plan: Sectoral employment situation at the
beginning and end of the Fourth Plan and the volume of employment generated during the
Plan period is shown in Table 1.11. In 1989/90 agriculture accounted for 56 per cent of total
domestic employment. Agriculture continued to absorb over half of the employment in
1994/95 in absence of alternative employment opportunities but its share in GDP declined to
less than one-third indicating a much lower productivity of labour in agriculture than in the
non-agricultural sector.
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Table 1.11
Sectoral Employment During Fourth Plan Period
(million persons)

Sector Employment in 1989/90 Employment in Employment Generation
1994/95 during Plan period
1 2 3 4

Agriculture 12.85 13.97 1.12

(56.3) (52.0) (27.6)
Industry 2.52 3.84 1.32

(11.0) (14.3) (32.5)
Construction 0.92 1.34 0.42
Power and Gas 0.05 0.09 0.04
Transport and 2.18 2.54 0.36
Communication (9.6) (9.4)
Education 2.63 3.28 0.65

(11.5) (12.2) (16.0)
Trade and Other Services 1.67 1.82 0.15
Sub-Total (domestic) 22.82 26.88 4.06
Foreign Employment 0.43 0.95 0.52
Total 23.25 27.83 4.58

Note: Figures in parentheses indicate percentage share of domestic employment.

1.2.29 Reform measures: A comprehensive programme for structural reforms which was
progressing in piece-meal earlier was started in the second half of the 1980s under the
Structural Adjustment Facilities (SAF) loan. This was further strengthened in 1990s and
aimed at liberalising the foreign trade and exchange rate regimes, restructuring the industrial
sector, strengthening fiscal and monetary management, encouraging private sector
participation in development and privatising the state owned enterprises (SOEs). As a result,
macro economic stability was brought about with lower inflation rates, smaller fiscal and
current account deficits and higher foreign exchange reserves. In 1986/87, the first year of the
programme of structural adjustment with growth, the overall budget deficit was 8.40 per cent
of GDP (Tk. 45.03 billion) and by the end of the decade, it was 7.70 per cent of GDP
(Tk.58.10 billion). This eased somewhat the inflationary pressure of the budget. The deficit
declined further during the next two years to reach around 6 per cent of GDP. It was displaced
in 1994/95 to 6.80 per cent as a result of a sudden spurt in public expenditure. In 1994/95,
public expenditure (revenue) grew by 18.57 per cent when revenue receipt rose by 13.16 per
cent only. Net foreign financing covered the budgetary gap to a large extent (72.18 per cent),
and public borrowing doubled to Tk. 22.17 billion compared to the previous year. Fiscal
imbalance had been creeping back after 1992/93 when fiscal deficit in both absolute and
relative terms as percentage of GDP was the lowest. As a result of fiscal operation and
increased public borrowing in 1993/94 and 1994/95, there was expansion in monetary
aggregates and total liquidity increased by 33.87 per cent over those years. This fuelled
inflation, and the CPI (Dhaka Middle Class) began to rise in 1993/94 after falling to the
lowest level (1.40 per cent) in 1992/93, partly due to fiscal and monetary restraints but mainly
due to good harvest. The inflation rate rose to 5.22 per cent in 1994/95, marginally exceeding
what it was in 1991/92 (5.10 per cent). Domestic imbalances (over-expenditure and inflation)
had their logical effect on the external sector also; current account deficit crept up to 3.54 per
cent of GDP in 1994/95, exceeding that of 1991/92 (2.43 per cent) even though export
earning was about double during this period and wage earners' remittances rose by about 50
per cent. Rising imbalance in the external sector led to exchange rate depreciation.
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1.3 Review of Performance During Two Years Plan Holiday (1995-97)

1.3.1 The government of that time could not draw up a new plan after the Fourth Plan.
ADPs in the public sector in 1995/96 and 1996/97 were prepared on an ad-hoc basis. Private
investment could not be projected in a framework of facilitation package.

1.3.2 Growth performance: During this period, the overall GDP in real terms attained
modest gains. It registered a growth of 5.40 per cent in 1995/96. The growth in agriculture
was 3.70 per cent in 1995/96 compared with a negative growth of 1.04 per cent in 1994/95.
The growth of industry declined from 8.64 per cent in 1994/95 to 5.29 per cent in 1995/96.
The contribution to GDP was 32.24 per cent by agriculture, 11.34 per cent by industry, 6.25
per cent by construction, 1.94 per cent by power, gas and water and 48.21 per cent by other
services. Following the taking over charge by the democratically elected new government in
June 1996, a set of co-ordinated measures were taken to increase investment in both the
public and private sectors. According to preliminary estimates, GDP grew by 5.70 per cent in
1996/97 over that in 1995/96. The growth of agriculture was about 6 per cent, industry 3.60
per cent and services 6.20 per cent. The growth in agriculture was due to significant increase
in major crop production. The decline in growth of the industry sector was due to shortfall in
production of both large and medium scale industries.

1.3.3 Saving and investment : During 1995/96, the rate of domestic saving was 7.27 per
cent and that of national saving was 11.85 per cent of GDP. Preliminary estimates of
domestic and national saving rates in 1996/97 were 7.70 per cent and 14.63 per cent
respectively. The rate of investment rose from 16.63 per cent of GDP in 1994/95 to 17.0 per
cent in 1995/96 and to 17.37 per cent in 1996/97. In 1996/97, public sector investment was
6.52 per cent and the private sector was 10.85 per cent of GDP.

1.3.4 Financing of ADPs: In the absence of a plan, public sector's outlays during 1995/96
and 1996/97 were set through the annual development programmes (ADPs). Original ADPs
of 1995/96 and 1996/97 were Tk.121billion and Tk.125 billion respectively. Due to resource
constraint, ADP of 1995/96 was reduced by 13.70 per cent to Tk.104.47 billion. The actual
ADP expenditure, however, amounted to around Tk. 100.16 billion. The contributions of
domestic resources to the financing of annual development programmes of 1995/96 and
1996/97 were Tk.44.14 billion (42.30%) and Tk.59.26 billion (47.40%) respectively.

1.3.5 Balance of payments situation: The country's balance of payments came under strain
in 1995/96. A steep rise in imports coupled with slower aid disbursements triggered a
rundown in the country's foreign exchange reserves. By the end of the fiscal year, the reserves
stood at $ 2.04 billion, equivalent to 3.6 months' imports as on June 30, 1996. The trade
deficit widened by more than 27 per cent to $ 3.0 billion after imports jumped up by 18 per
cent to $ 6.88 billion against an 11.80 per cent growth of export to $ 3.88 billion. Several key
imports like cotton, POL, rice and wheat suffered from rises in prices in the world market,
significantly raising the import bill. The rise in imports came largely from a 15 per cent
increase in non-food imports led by textiles, cement, POL and capital goods and a 37 percent
escalation in foodgrain import. Gain in exports of knitwear and ready-made garments mainly
contributed to the overall export growth during the year. But inflow of remittances from
overseas workers levelled off at $ 1.2 billion. As a result, the current account deficit widened
to $ 1.6 billion. Aid disbursements also declined by around 17 per cent to $ 1.44 billion. All
these led to the draw-down of the foreign exchange reserves.

1.3.6 The strain experienced in the external balances in 1995/96 eased, albeit marginally, in
1996/97. Faster growth of exports, aided and strengthened by a turn-around in the flow of



12

remittances, narrowed the current account deficit to an estimated amount of $ 860 million
(3.40 per cent of GDP) compared with $ 1.64 billion (5 per cent of GDP) in 1995/96. With
the rise in foodgrain output in 1996/97, the import demand for foodgrain was estimated to
decline substantially- by more than 67 per cent to $ 212 million. Therefore, total imports were
estimated to grow at a slower rate of 1.70 per cent and reach $ 7.0 billion. On the other hand,
estimated higher export earnings from garments, knitwear, frozen food, tea and raw jute led to
a 13.30 per cent rise in export earnings to $ 4.40 billion in 1996/97.

1.4 Overall Macroeconomic and Social Development Trend

1.4.1 Macroeconomic trend: Recent macroeconomic management has achieved successes
in infusing stability in the economy (Table 1.12). A number of features are noteworthy here.
Firstly, GDP growth has improved in recent years. Secondly, dependence on foreign aid has
been significantly reduced; foreign aid financing is less than one-sixth of investment against
about two-thirds a decade ago. Thirdly, inflation has been contained. Fourthly, external
sector's imbalance has been brought down to a manageable limit of available external
resources due to the growth of exports and remittances. Finally, fiscal deficit has been
contained and dependence on foreign aid has been reduced as a result of greater domestic
resource mobilisation through tax efforts and reforms.

Table 1.12
Macroeconomic Indicators

(in million Taka)
Items 1972/73 | 1977/78 | 1979/80 | 1984/85 | 1989/90 | 1994/95 | 1995/96 | 1996/97 (P)
1 2 3 4 5 6 7 8 9

GDP (at 1984/85 prices) 264,555 323,015 | 341,298 | 406,933 | 497,527 | 609,793 | 642,441 678,753

GDP (at current prices) 49,853 145,194 196,050 | 406,933 | 737,571 | 1170,261 | 1301,600 1402,580

External Resources Balance 2,459 14,650 25,572 43,172 74,329 97,428 126,554 116,027
Import 5,484 22,855 39,588 74,361 135,751 263,133 | 310,913 329,328
Export 3,025 8,205 14,016 31,189 61,422 165,705 184,359 213,301

National Resources 52,312 159,844 | 221,622 | 450,105 811,900 | 1267,689 | 1428,154 1538,218

Consumption 50,811 142,674 191,646 | 397,438 | 717,473 | 1073,038 | 1206,954 1294,532

Investment 1,501 17,170 29,976 52,667 94,427 194,651 221,200 243,686

Domestic Saving -958 2,520 4,404 9,495 20,098 97,223 94,646 108,048

National Saving -1,383 5,407 7,755 18,414 42,628 153,245 154,288 205,171

Current Account Balance 2,884 11,763 22,221 34,253 51,799 41,406 66,912 38,515

Tax Revenue 1,866 9,842 14,363 28,070 57,120 113,640 122,330 140,740

Overall Fiscal Deficit 4,656 10,436 19,412 29,960 58,100 79,700 74,500 74,300

Rate of Inflation (% change in CPI) 47.40 12.74 18.85 11.20 9.33 5.22 4.07 391

Real GDP growth rate - 7.03 1.50 3.93 6.63 4.44 5.35 5.65

Exchange Rate (Taka/US$) 7.7808 15.1215 15.4777 | 26.0600 | 32.9323 | 40.2005 | 40.8400 42.7008

As % of GDP (at current Prices)

External Resources Balance 4.93 10.09 13.04 10.61 10.08 8.33 9.72 8.27
Import 11.00 15.74 20.19 18.27 18.40 22.48 23.89 23.48
Export 6.07 5.65 7.15 7.66 8.32 14.15 14.17 15.21

Consumption 101.92 98.26 97.75 97.67 97.28 91.69 92.73 92.30

Investment 3.01 11.82 15.29 12.94 12.80 16.63 16.99 17.37

Domestic Saving -1.92 1.74 2.25 2.33 2.72 8.31 7.27 7.70

National Saving -2.77 3.72 3.96 4.52 5.78 13.09 11.85 14.63

Current Account Balance 5.78 8.10 11.33 8.42 7.02 3.54 5.14 2.75

Tax Revenue 3.74 6.78 7.33 6.90 7.74 9.71 9.40 10.03

Overall Fiscal Deficit 9.34 7.19 9.90 7.36 7.88 6.81 5.72 5.33

Note : P =Preliminary, World Bank's definition of tax differs from that of the Ministry of Finance.
Source : BBS
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1.4.2 Trend in social development

a.

Income distribution: The average per capita GDP has doubled in about 20 years, but
is still at a very low level. This has been accompanied by some improvement in the
poverty situation. The percentage of population below poverty level declined from 83
per cent in 1974 to 73 per cent in 1981, to 55.60 per cent in 1985 and to 47.50 per cent
in 1995 (Table 1.13). Preliminary estimate shows that in 1996, percentage of such
population was 45.8. But Gini coefficient shows a deterioration in income distribution
since 1985, rising from 0.372 to 0.430 in 1995. This apparent contradiction between
poverty level and income distribution can be explained by targeted food distribution
programme in a market economy driven by profit motive.

Economically active population: While population has grown between 1974 and
1991 by 54.50 per cent, the economically active population has gone up by 63.90 per
cent, indicating an increase in the refined activity rate from 44.30 per cent in 1974 to
69.60 per cent in 1990/91. In 1995/96, activity rate was 64.80 per cent against 48.30
per cent. Due to this growth in activity rate, the volume of unemployment increased
from 0.5 million in 1974 to 1.27 million in 1995/96. But because of the shift in the
structure of the economy and improvement in winter cultivation, overall employment
condition improved and the unemployment and under-employment rate declined from
38.78 per cent in 1972 to 27.95 per cent in 1996/97. Agriculture has not been able to
absorb increased labour force and as a result, there has been large migration from the
rural to the urban areas. This is supported by phenomenal growth of over 6 per cent in
urban population per annum since the 1970s. However, some of the demographic
variables improved. The rate of growth of population has slowed down. Despite that,
employment opportunities continued to lag behind the labour force growth.

Health and family planning: Despite low level of per capita income Bangladesh has
achieved impressive progress in the area of population planning and family welfare.
The rate of population growth declined from over 2.50 per cent in 1971 to 1.80
per cent in 1996. TFR declined from 6.3 in 1975 to 3.4 in 1996, infant mortality rate
declined from 140 per thousand live births in 1975 to 78 per thousand in 1996 and
maternal mortality rate from 6.2 in 1981 to 4.4 per 1000 live births in 1996.
Contraceptive prevalence rate went up from 8 per cent in 1975 to over 48 per cent in
1996. Life expectancy at birth rose from 45 years in 1970 to 58 in 1996. There have
been some impressive achievements in the area of primary health care and sanitation
also. Expanded programme of immunisation, increased its coverage from 2 per cent in
1985 to 77 per cent in 1996. Dramatic improvement in the use of oral rehydration
therapy (ORT) has also improved child survival significantly.

Over 90 per cent of the people in the rural areas now use safe drinking water
compared with 56 per cent only in 1975. There has also been improvement in the
coverage of the sanitary methods from 9 per cent in 1991 to 36.90 per cent in 1996.
The trend in the ratio of population to physicians and hospital beds, although
improving, is still low. Availability of nurses is very low. Therefore, there is a strong
need to improve availability of physicians, hospital beds and nurses, in addition to the
need for better quality of medical services.

One of the major indicators, in fact, an important precondition of social development,
is literacy and education. Time series of literacy shows that adult literacy rate which
was 25.80 per cent in 1974 rose to 29.20 per cent in 1981 and to 35.30 per cent in
1991. This means that in about 20 years time it rose by only 13 percentage points,
while 64.70 per cent of the population remained illiterate. The progress has been
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Table 1.13

Social Development Indicators
Area/Indicators 1970 | 1974 | 1975 | 1981 | 1985 | 1991 | 1992 | 1993 | 1994 | 1995 1996
Demographic Indicators
Population (million persons) 71.8 76.4 80.1 89.9 99.9 111.5 | 113.2 | 1155 | 117.7 120.8 122..0
Population density (persons/sq. km) 486 518 543 609 677 755 767 782 798 818 832
Population growth rate (%) 2.60 248 2.57 2.35 2.07 1.98 1.92 1.88 1.87 1.85 1.80
Crude birth rate (per 1000 persons) - 42 46 35 35 32 31 29 27 28 27
Crude death rate (per 1000 persons) - 194 18.0 12 12 13 11 10 9 9 9
Total fertility rate (birth per woman) - 6.3 6.3 5.04 4.7 4.3 42 3.8 3.6 34 34
Net reproduction rate - - 2.3 2.0 1.8 1.7 1.6 1.6 1.5 1.4 1.5
Contraceptive prevalence rate (% of married
couple between 15-49 yrs) - 4.7 7.7 21.8 25 40 - | 446 | 463 43.0 48.0
Maternal mortality rate (per 1000 live births) - - - 6.2 6.3 4.7 4.7 4.5 4.5 4.5 4.4
Infant mortality rate (per 1000 live births) 150 140 140 111 112 92 88 84 71 78 78
Life expectancy (National) 45 | 507 46 55 55 56.1 | 563 [ 572 | 579 58.0 58.0
Male -] s16 47 55 56 | 565 | 568 | 578 | 581 | 581 58.1
Female -| 497 45 sa| 55| 557 559 566 | 57.5| 576 57.6
Population by age group (%)
o-14 46.2 459 43.8 41.3 41.8 42.0 - - 41.1 40.8 43.2
15-64 51.1 50.5 53.8 55.9 55.5 55.6 - - 54.9 55.1 53.4
65+ 2.6 3.6 2.4 2.8 2.7 2.8 - - 4.0 4.1 34
Urban population (as % of total population) 7.6 8.8 9.3 15.2 16.2 17.2 18.0 20.0 21 22 23
Growth rate of urban population S| 425 | 674| 663 | 652 - 630 | 627 | 622 6.09 6.03
Mean age at first marriage
Male - 24.0 24.5 25.8 253 25.2 25.2 26.6 27.7 279 27.6
Female | 159 164 | 178 | 180 | 181 | 182 196 | 188 | 199 20.0
Health and Sanitation Indicators 1 2 69 - 74 76 77
EPI coverage (% of one year old children)
Sanitary system of excreta disposal (% of 9 35 353 36.9
population)
Access to safe water (% of population) 56 80 95 96 96
Persons per hospital bed 8122 [ 6000 5110 4290 3635 3205 | 3254 | 3320 | 3384 3450 3307
Persons per physician 8430 | 10000 | 11350 7810 | 6886 4526 | 4596 | 4687 | 4777 4870 4915
Population per nurse 6578 - - -| 8755 9955 | 10107 [ 10312 | 10509 | 10714 8879
Daily per capita protein intake (grams) - 51 43 - 63 - 63 65
Daily per capita calorie intake (k. cal.) - 1892 1760 - | 2191 - | 2266 2244
Income Distribution Indicators
Income ratio of highest 20% to lowest 20% of 5.9 6.0 6.9 6.6 - 69 8.8
population
Gini co-efficient
National 0.36 039 | 037 0.39 043
Rural 0.35 0.36 0.36 0.36 0.38
Urban 0.38 0.41 0.37 0.40 0.44
Population below poverty level: per capita calorie
intake<2122 k.cal.
National 83 73| 557 475 475
Rural 83 74 54.7 47.6 47.1
Urban 81 66 62.6 46.7 49.7
Income per capita GDP
in Taka 992 1594 2574 | 4174 7490 | 8001 | 8208 8754 9760 10660
In US$ 124 180 158 161 210 210 210 219 243 261

Contd.
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Area/Indicators 1970 | 1974 | 1975 1981 1985 1991 1992 | 1993 | 1994 | 1995 | 1996
Education Indicators

Adult literacy

National 25.8 - 292 330| 353 39.7| 415| 420 473 | 473
Male 37.2 - 39.7 39.7 443 46.8 | 48.1 | 494 | 556 | 55.6
Female 13.2 - 18.8 18.0 25.8 250 339 343 38.1 38.1
Gross primary enrolment ratio (6-10 years)

National -| 760 -| 80.0] 86.0| 920 95.0
Male 56.2 81.0 -| 8.0 88.0] 93.0] 96.0
Female 43.8 70.0 -| 780 84.0 | 91.0| 94.0
Primary school completion rate (%) - - - - - 41 53 60 61 -
Female labour force (as % of total labour) - 4.1 4.5 5.8 4.1 13.6 14.5 182
Share of women in Public Service (in percentage) - - - - 6.3 8.0 8.5 86| 9.1 - -
Share of women in the total primary school teachers - - - 9.0 12.9 20.4 214 | 238 250 269 275
Share of female members in the parliament (MPs) - - - - - 10.3 112
Percentage of women participating in the national election - - - - - 1.7 - - - 1.9
Daily newspaper in circulation (copies per 1000 persons) - - - - - - -] 149] 173 | 185] 19.0
T.V. Receivers (sets per 1000 persons) - - - - - 45 45 45 4.7 5.2 5.3

Source: BBS/Planning Commission

extremely slow. Historical observations of gross enrolment of primary education
indicate that, it in fact, went down in the 1980's, implying that primary education
failed to enjoy due importance and that enrolment did not keep pace with the growing
population. However, recently the government has not only made primary education
compulsory but has also given a big push to the development of primary and mass
education. It has allocated higher amounts and adopted innovative programmes like
Food for Education for rapid expansion of primary and mass education. As a result,
the gross primary enrolment ratio has gone up, particularly among girls. Gross
secondary enrolment ratio also rose from 17 per cent to 19 per cent during the period
of 1986-92.

f. Indicator of male-female gap : Labour force participation rate of the females
increased from 4.10 per cent in 1974 to 18.20 per cent in 1996. Life expectancy of the
females is hardly different from that of the males. These went up from 51.6 and 49.7
in 1974 to 58.1 and 57.6 in 1996 for males and females respectively. Literacy ratio of
the females as percentage of the males has gone up from 35.50 per cent in 1974 to
68.50 per cent in 1996. Primary school enrolment of the females as a percentage of the
males has also gone up steadily.

g. Access to credit and employment of women is also on the rise. Women are
increasingly entering into industrial employment. The percentage of female workers
rose from 24 per cent in 1984/85 to 38 per cent in 1995/96. Ninety per cent of the
workers in garment industries are presently women. Share of women in public service
went up from 6.30 per cent in mid 1980s to 9.10 per cent in 1994.

1.5 Sectoral Performances

1.5 .1 Agriculture : Agriculture accounts for about one-third of GDP and nearly 63 per cent
of the total employed persons in 1995/96. It attained modest growth and experienced slow
transition during the two decades since independence, though the development goal of the
sector was to transform the traditional and vulnerable agriculture into a modern one capable
of sustained growth. Since the First Five Year Plan, all the Plans emphasised the overall
development of the rural economy with food and agriculture as its centrepiece. The average
annual growth rate of the agriculture sector was 1.86 per cent from 1972/73 through 1979/80
and 2.17 per cent from 1980/81 through 1990/91.
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1.5.2 The target of foodgrain production in the First Plan was set at 15.14 million metric
tons (mt) against the benchmark of 10.02 million mt in 1972/73. However, production in the
terminal year, 1977/78 was 13.11 million mt which was 15 per cent less than the target. The
shortfall in crop production is mainly attributed to natural calamities and slow expansion of
the modern technology. Only 2.87 million acres of cultivable land could be covered under
mechanised irrigation by the terminal year of the First Plan against the target of 4.92 million
acres.

1.5.3 During the Second Plan, the target of food production was 17.5 million mt. The
growth of foodgrain production was modest and reached the level of 15.8 million mt against
13.5 million mt in 1979/80 though an input-based medium term food production plan was
undertaken in 1981 for accelerated production of foodgrain. The shortfall in production was
mainly due to frequent floods and droughts, inadequate irrigation facilities and shortfalls in
fertiliser distribution. The area under irrigation reached 6.12 million acres only against the
target of 7.21 million acres and fertiliser distribution was 1.26 million mt only against a
target of 1.6 million mt. The performance of the cash crops was also not satisfactory.

1.5.4 The Third Plan accorded priority to agriculture as the strategy for development of
domestic resources and accordingly, allocated about 30 per cent of the total Plan outlay to
the sector, including development of water resources and rural institutions. Moderate growth
was achieved in the sector with foodgrain production increasing to 18.75 million mt against
the benchmark of 15.8 million mt. The target of 20.6 million mt could not be attained because
of two consecutive severe floods in 1987 and 1988 though privatisation of fertiliser
distribution and liberalisation of import of minor irrigation equipment helped raise their use.
The annual growth rate of the agriculture sector was 2.5 per cent only as against a target of 4
per cent.

1.5.5 Agriculture accounted for 38 per cent of GDP in 1989/90. Of this, crop sub-sector
contributed 30 per cent to GDP, forestry 2.50 per cent, livestock 2.80 per cent and fisheries
2.60 per cent. At the end of the Fourth Plan, agriculture still accounted for about one-third of
GDP. Forestry, fisheries and livestock, each contributed about 3 per cent of GDP, while crop
sector’s share declined to about 24 per cent. Inadequate quality seeds, irrigation facilities and
extension services coupled with natural calamities like floods, droughts, salinity, etc.,
contributed largely to the sluggish growth of agriculture during the Fourth Plan period.

1.5.6 Food and crops: One of the prime goals of the Fourth Plan was to attain self-
sufficiency in foodgrain along with increased production of other nutritional crops. The
foodgrain production target of the Plan was set at 21.98 million mt against the benchmark
production of 18.85 million mt in 1989/90. The annual target of growth of the agriculture
sector was set at 3.60 per cent for the Plan period. The strategy for achieving the crop
production target put more emphasis on increasing yield per acre rather than increasing crop
acreage.

1.5.7 Foodgrain production however progressed slowly to reach the peak level of the Plan of
19.60 million mt in 1992/93- an increase of less than a million mt over 3 years. The
increased foodgrain production largely came from aman crop.This resulted from increase in
HYYV acreage from 4.86 million acres in 1991/92 to 5.76 million acres in 1992/93. The flood
in 1993 and severe drought in 1994 along with depressed harvest prices, however, affected
foodgrain production in 1993/94 and 1994/95. Foodgrain production declined to 19.25
million mt in 1993/94 and to 18.17 million mt in 1994/95. Acreage under rice also declined
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from 25.88 million acres in 1989/90 to 24.52 million acres in 1994/95. Acreage under wheat
marginally increased from 1.46 million acres in 1989/90 to 1.58 million acres in 1994/95 but
production of wheat increased by 40 per cent to 1.25 million mt in 1994/95 from the
benchmark production of 0.89 million mt. Table 1.14 shows production of rice and wheat
during the Fourth Plan period.
Table 1.14
Production of Foodgrain During Fourth Plan
(in million m.ton)

Crops 1989/90  |Plan Target| 1990/91 | 1991/92 | 1992/93 | 1993/94 | 1994/95
(Benchmark) | (Terminal
Year)
1 2 3 4 5 6 7 8
Aus 2.49 2.42 2.33 2.18 2.08 1.85 1.79
Aman 9.20 11.00 9.17 9.27 9.68 9.42 8.50
Boro 6.17 7.20 6.36 6.80 6.59 6.77 6.54
Wheat 0.89 1.20 1.00 1.07 1.17 1.13 1.25
Total (Rice and Wheat) 18.75 21.82 18.86 19.32 19.52 19.17 18.08
Other Coarse grain 0.10 0.16 0.08 0.08 0.08 0.08 0.09
Total Foodgrain 18.85 21.98 18.94 19.40 19.60 19.25 18.17

Source : Ministry of Agriculture

1.5.8 The failure to achieve production targets was due to shortfalls in both area and yield.
Yield levels continued to reflect past trends rather than the accelerated improvements
envisaged in the Plan. The production of aus, aman and boro rice — all fell short of their
respective targets.

1.5.9 The growth of the agriculture sector as a whole during the Fourth Plan fell short of the
rate envisaged. Annual average growth rate attained was 0.98 per cent against the target of
3.60 per cent. It declined through the Plan period and suffered a serious setback during
1993/94 (0.30 per cent) and 1994/95 (-1 per cent). The crop sector declined in both the years.
Although the adoption of modern varieties increased, their yields have fallen in recent years.
The main reasons for this were inadequate supply of high quality seeds and loss of vigour of
the HYV seeds. The expansion of minor irrigation also slowed down. Non-availability of
fertilisers at the farm level in time also emerged as a vexing problem. The unbalanced use of
fertilisers and depletion of organic matter affected soil fertility and yield. Increasing land
erosion, soil degradation, water logging and salinity, frequent floods and droughts and
declining ground water level in several areas remained as the main problems for increasing
production.

1.5.10 The thrust on foodgrain self-sufficiency was maintained during 1995/96 and 1996/97
and crop diversification programme of the Fourth Plan was continued. Total foodgrain
production during 1995/96 was somewhat better than that in the previous two years though
still below the 1992/93 peak of 19.6 million mt. Aus crop suffered from inadequate rainfall
and was 1.68 million mt — 0.11 million mt less than that of the terminal year of the Fourth
Plan. This shortfall was made up by aman harvest of about 8.8 million mt Production of
boro rice was 7.2 million mt. Total rice production was 17.69 million mt. With the wheat
production of 1.37 million mt, total foodgrain production was 19.14 million mt in 1995/96,
but still below the 1992/93 level. The estimate for total cereal production during the year
1996/97 was at 20.43 million mt, the highest ever production of cereals. The aman production
rose to 9.59 million mt while aus, boro and wheat gained marginally only to 1.87 million mt,
7.42 million mt and 1.45 million mt respectively.
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1.5.11 Food management: The main objective of the “Food Policy” is to ensure food
security to all the households. During the Fourth Plan, food management underwent major
changes. With the growth in foodgrain production as well as development of infrastructure,
marketing of foodgrain improved. Growth in private foodgrain trade enabled the government
to moderate its intervention in the foodgrain markets. All restrictions and obstacles to
participation of the private sector in foodgrain trade and management were removed. The
level of commercial operation of the Public Food Distribution System (PFDS) declined.
Simultaneously, foodgrain distribution through various safety net programmes was intensified
along with some improvements and enlargements of targeted intervention programmes such
as the Food for Education.

1.5.12 During the Fourth Plan period, the year-end stock of foodgrain with the PFDS was
maintained at around 0.8 million mt. Procurement of foodgrain from the farmers decreased
from 0.78 million mt in 1990/91 to 0.28 million mt in 1994/95 as the production remained
below the record level of 1992/93. During the same period, off-take of foodgrain through
PFDS also declined from 2.37 million mt in 1990/91 to 1.57 million mt in 1994/95.

1.5.13 The foodgrain storage capacity increased from 1.02 million mt to 1.86 million mt at
the end of the Third Plan. The same level of storage capacity was maintained upto the end of
the Fourth Plan. In order to retain foodgrain storage capacity at the level of around 1.86
million mt and to ensure quality of stock, the government undertook various projects for
rehabilitation and reconstruction of food godowns and modernisation of the food management
system.

1.5.14 While rehabilitation and reconstruction of food godowns and modernisation of food
management system were continued, some policy oriented projects for efficient monitoring
and forecasting of the country’s food situation were also undertaken to cope with unexpected
price and supply situations.

1.5.15 Forestry : Forest is ecologically important and plays an important role in the
economy of Bangladesh. The forestry activities contribute nearly 3 per cent of the GDP and
about 2 per cent of the total labour force is employed in this sub-sector. An estimated 2.45
million ha (17 per cent) of the total land of the country is under forests or potential forests.
Out of this, 2.18 million ha is owned by the government as classified and unclassified forests
and the rest 0.27 million ha is controlled privately, e.g. by homesteads, tea gardens, rubber
plantations, etc.

1.5.16 The major emphasis during the earlier Plans was quantitative expansion of forests for
providing increased supplies of wood and wood products and qualitative improvement of the
natural forests through afforestation. During the Fourth Plan, extraction of forest resources
was discouraged for environmental conservation and afforestation of newly accreted land
received priority. However, the major thrust during the Fourth Plan was people’s participation
and private sector investment in the management and development of forests.

1.5.17 The physical target for forest plantation during the Fourth Plan was 46,947.5 ha;
against this 43,619.84 ha were brought under actual plantation. Coastal afforestation was
more or less fully achieved (19,565 ha). Similarly, the Plan target of 16,158 km. of strip
plantation was achieved by almost 100 per cent by the end of the Fourth Plan. Rubber
plantation covered 1,261.78 ha of land under BFIDC and production of rubber was 7.83
million kg. against the target of 11.03 million kg.
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1.5.18 The main objective of the forestry sub-sector during 1995/96 and 1996/97 was to
expand forest resources, make the forests adequately productive, develop institutional
capabilities including human resource and involve local people as much as possible in
forestry activities. People oriented programmes covering forestry on marginal lands, char
lands, road sides, etc. got momentum during these years.

1.5.19 The coastal afforestation programme covered about 2,730 ha against the target of
3,010 ha. Targets for industrial and strip plantations during 1995/96 were to cover 4,239 ha
and 1,778 km respectively. The former target was fully realised but the latter covered 1,665
km. During 1996/97, targets for coastal afforestation, industrial plantation and strip plantation
were set at 2800 ha, 3895 ha and 3295 km respectively.

1.5.20 Livestock: The contribution of the livestock sub-sector to the country’s GDP is
around 3 per cent and to agricultural GDP around 9 per cent. The latter share has been rising
steadily in recent years. Livestock contributes 95 per cent of draught power to agriculture and
provides full-time employment to about 20 per cent of the rural population generating cash
income for the rural poor with a small amount of investment. This sub-sector earns also
significant amount of foreign exchange through export of hides and skins, leather products,
bones, horns, etc.

1.5.21 Keeping these in view, the programmes undertaken during the Fourth Plan period
were: (a) feed and fodder development for poultry and cattle, (b) animal health and disease
control by treatment and vaccination, (c) improving breed and breed multiplication, (d)
marketing, (e) credit, (f) research, and (g) extension services, training and education.

1.5.22 Targets and achievements in some of the areas of the livestock sub-sector during the
Fourth Plan are shown in Table 1.15. Production of dairy and poultry remained below their
respective planned targets.

Table 1.15

Targets and Achievements of Livestock Sub-sector During Fourth Plan

Item Unit 1989/90 1994/95 (Terminal Year)
(Benchmark) Target Achievement

1 2 3 4 5
Milk ‘000’ metric tons 1,326 1,480 1,412
Meat ‘000’ metric tons 435 510 505
Egg million number 1,910 2,600 2,539
Vaccines million doses 220 300 370
Artificial Insemination million cases 0.8 1.5 1.4

Source : Department of Livestock

1.5.23 The livestock sub-sector continued the programmes during these two years following
the objectives and strategies of the Fourth Plan like genetic upgradation of livestock,
development of dairy and poultry enterprises and expansion of employment opportunities.
During 1995/96, livestock sub-sector provided 1,472 million doses of liquid semen, 0.35
million doses of frozen semen, 1.32 million artificial inseminations, 4.1 million day-old
chicks and 19.58 million doses of vaccines. Dairy and poultry outputs were 1.07 million litres
of milk and 2.6 billion eggs. Production during 1996/97 were 1.54 million litres of milk, 3.25
billion eggs and 8.36 million day-old chicks.

1.5.24 Fisheries : Fisheries accounts for about 9 per cent of agricultural GDP and
contributes about 60 per cent of the nation’s protein intake. It provides full time employment
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to about 1.2 million people and also generates part time employment for some 11 million
people. About 10 per cent of total export earnings come from fisheries. Increased production,
export and creation of employment opportunities have been the main focus of development
activities in the sub-sector over the years.

1.5.25 The Fourth Plan laid emphasis on the development of fisheries sub-sector with major
objectives such as (a) increasing fish production for domestic consumption; (b) improving the
socio-economic conditions of the fishing community; (c) enhancing the fisheries resource
base; (d) improving management technology; and (e) increasing foreign exchange earnings
through export of fish and fish products.

1.5.26 The Fourth Plan envisaged fish production of 1.20 million mt in 1994/95 as against
the actual production of 0.85 million mt in 1989/90. Total fish production at the terminal year
of the Plan was 1.17 million mt (inland fish production 0.91 m.mt and marine, 0.26 m.mt) as
against the target of 1.20 million mt (inland, 0.94 m.mt and marine, 0.26 m.mt).

1.5.27 The total export earnings from fisheries during 1994/95 stood at $315.69 million (at
current dollars). Export earnings from frozen food was $226 million exceeding the Plan
target of $158 million by 43 per cent (at constant $ of 1989/90).

1.5.28  Fisheries sub-sector continued to get priority during 1995/96 and 1996/97.
Aquaculture was given high priority because of shortfall in inland fishing during the Fourth
Plan as well as its potential. This included fish culture in derelict fish ponds, paddy fields ,
open water areas and other water bodies.

1.5.29 In 1995/96, 1.24 million mt of fish was produced against a target of 1.26 million mt.
The target of fish production for 1996/97 was set at 1.37 million mt. The hatching in 1995/96
was 3,500 kg as against the target of 3,000 kg from the government fish seed multiplication
farms and hatcheries. In 1996/97, the hatching rose to 3,800 kg. Export earnings during
1995/96 was Tk.13.41 billion from the export of 38,929 mt of fish and fish products. The
target of export earnings in 1996/97 was set at Tk.16 billion.

1.6 Water Resources

1.6.1 The key strategy for the water resources development was the expansion of irrigation
coverage through water conservation measures, conjunctive use of both surface and ground
water resources along with optimum utilisation of available flows of major/minor rivers in a
phased manner.

1.6.2 In order to achieve a sustained growth of 3.60 per cent in the agriculture sector, it was
planned to bring about 4.8 million ha of land under irrigation by the terminal year of the
Fourth Plan. To achieve this target, BWDB undertook gravity irrigation mainly under flood
control, drainage and irrigation (FCDI) projects in order to cover 0.5 million ha, while the
remaining areas were to be covered by minor irrigation equipment and traditional methods.
Schemes were drawn up to bring about 3.64 million ha of land under flood control and
drainage during the Plan period.

1.6.3 Surface water irrigation: The surface water irrigation consisting of gravity flow, LLP,
floating pumps, etc. was carried out during the Plan period by both the public and the private
sectors. The cumulative target for surface water irrigation coverage in 1990-95 was estimated
at 1.79 million ha against which 1.14 million ha was covered at the end of the Plan period.
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1.6.4 Ground water irrigation: Ground water irrigation programmes through DTW, STW,
HTW and other technologies were under implementation mainly by the private sector since
late 1980s. Subsidies on DTW were withdrawn and minor irrigation was entirely privatised.
The cumulative target for ground water irrigation during 1990-95 was set at 3.02 million ha.
As against this target, the cumulative achievement at the end of June, 1995 was 2.17
million ha.

1.6.5 Minor irrigation development programmes were also carried out by LGED and other
concerned organisations. Taking into account all these activities, the cumulative irrigation
target for the Fourth Plan was 4.81 million ha. Against this target, actual achievement at the
end of the Plan period was estimated to be 3.33 million ha. Shortfall occurred mainly due to
poor command area development, lack of motivation and people’s participation, shortage of
water in the dry season, damage to irrigation infrastructure by floods, cyclones and natural
calamities, etc. Other major problems that hindered the achievement of irrigation target were
the threat from saline water intrusion and a lack of effective water-sharing of the common
rivers, particularly of the Ganges.

1.6.6 Flood control and drainage: BWDB constructed 7,900 km. of embankments to
protect valuable crops, lives and properties in different areas. The flood control and drainage
targets for the Fourth Plan was to cover an area of 3.64 million ha. Against this, about 3.84
million ha. was brought under flood control and drainage facilities by the terminal year of the
Plan. Irrigation, flood control and drainage coverage during the Fourth Plan against their
targets are shown in Table 1.16.

Table 1.16
Targets and Achievements of Irrigation and Flood Control
During Fourth Plan
(in million hectare)
Programme 1989/90 1994/95 (Terminal Year)
(Benchmark) Target Achievement
1 2 3 4

I. Irrigation
A. Surface Water Irrigation

i) Gravity Flow 0.21 0.50 0.35

ii) LLP 0.78 1.09 0.54

iii) Traditional 0.30 0.20 0.25
Sub-Total A 1.29 1.79 1.14
B. Ground Water Irrigation

i) STW 1.25 2.20 1.64

ii) DTW 0.50 0.76 0.50

iii) HTW 0.05 0.05 0.02
Sub-Total B 1.80 3.01 2.16
C. Others - - 0.02
Total (A+B+C) 3.09 4.80 3.32
II. Flood Control and Drainage 3.24 3.64 3.84

Source: 1. National Minor Irrigation Census, 1995/96
ii. Bangladesh Water Development Board.

1.6.7 Flood Action Plan (FAP) : The unprecedented floods of 1987 and 1988 caused a major
setback to the economy. A number of countries offered help for finding ways to mitigate the
effects of natural disasters. At the request of the Government of Bangladesh, the World Bank
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co-ordinated various efforts and prepared a programme of studies and pilot projects in order
to get a better understanding of the flood problem. The Flood Action Plan started with 11
main components and 15 supporting studies and pilot projects for implementation during
1990-95.

1.6.8 Most of the original programmes of studies under FAP have been completed. The
regional studies identified and evaluated a number of projects at prefeasibility stage, and
some possible flood mitigation projects have been identified in the regional context. A few
priority projects such as the protection of Dhaka city and a number of secondary towns,
erosion protection on the Brahmaputra right bank and the rehabilitation of the coastal
embankments are currently under implementation. Work on a number of important long-term
studies and pilot projects are still going on.

1.6.9 The sectoral development activities were continued in 1995/96 and 1996/97 on the basis
of the Three Year Rolling Investment Programme and Annual Development Programmes
(ADPs). During these two years, most of the Flood Action Plan (FAP) studies were
completed and the Second Phase of Bangladesh Water and Flood Management Strategy was
approved to prepare a Water Sector Master Plan and implement selected projects to follow-up
earlier FAP studies. As regards sectoral performance in 1995-97, irrigation coverage at the
end of June, 1997 was about 4.0 million ha. On the other hand, area coverage under flood
control and drainage improvement was 4.20 million ha upto June, 1997.

1.7 Rural Development and Institutions

1.7.1 Although alleviation of poverty was the principal objective of all successive plans, no
appreciable improvement could be achieved; consequently, poverty in Bangladesh still
remains pervasive, and particularly conspicuous in rural areas. Keeping the overall
perspective of the poverty situation in view, the main objectives and targets in the RDI sector
for the Fourth Plan were:

a. generating employment for the poor by 0.53 million by the year 1995, mostly self-
employment through co-operatives;

b. development of physical infrastructure such as rural roads, culverts, hats and bazars to
create necessary infrastructural facilities and at the same time, generate employment
opportunities to the tune of 133.1 million man-days during the Plan period; and

c. development of irrigated agriculture, drainage and minor flood control schemes.

1.7.2  The important programmes envisaged for achievement of these objectives included
production and employment programmes for the poor and development of rural physical
infrastructure. The strategy was adopted to cover a minimum of one full district with one or
more of these components.

1.7.3 Poverty alleviation and employment generation: During the Plan period,
mobilisation of the rural poor, training for awareness raising, skill development, leadership,
management capability, i.e., human resources development and access to credit were provided
through co-operative activities, particularly by BRDB. About 0.79 million members were
enrolled in various newly formed co-operatives out of which 60 per cent were women. The
activities under RDI made a good impact on human resources development, particularly
among women with focus on environmental problems, sanitation and safe drinking water,
and nutritional situation. The Ministry of Land established some 384 self-reliant ideal villages
to rehabilitate 17,315 landless and rootless families.

1.7.4 Infrastructure : Under LGED 3,709 kms. of roads were constructed against the target
of 2,399 kms. About 42,000 metres of bridges and culverts were either constructed or
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rehabilitated against the target of 30,000 metres. Against the target of development of 316
growth centres, 277 were developed through construction of sheds, internal roads, trading
areas, etc. In the course of implementation of infrastructure programmes, LGED generated
over 112.00 million person-days of seasonal employment which was 84 per cent of the target.

1.7.5 Rural Development sub-sector continued its focus on poverty alleviation through
production and employment programmes (PEP) and development of physical infrastructures
along with irrigated agriculture. Under the PEP, 0.39 million persons were targeted to be
employed by the end of 1996/97 through self-employment of the members of the co-
operatives, and formal and informal groups formed for self-employment. Under the
infrastructure programme, 2,856 kms of pucca roads and 20,800 metres of bridges and
culverts were to be constructed. Apart from these, 163 growth centres were planned to be
developed.

1.8 Industry

1.8.1 Review of past performance: Industries sector plays a pivotal role for accelerated
economic growth as well as productive employment generation. As the agricultural sector is
constrained by land and under- employment situation resulting in a relatively low output -
labour ratio, industry will have to become the engine of development. A breakthrough in
industrial development is also called for to achieve the desired structural change in the
economy in order to reduce its dependence on nature.

1.8.2 The growth rate of the manufacturing sector fluctuated largely during the past Plan
periods. The annual average growth rates of the manufacturing sector during the First Plan,
the Two Year Plan, the Second Plan and the Third Plan were 7.35, 6.21, 0.93 and 4.22 per
cent respectively.

1.8.3 Development policies and programmes in the initial years after independence
concentrated on repairs, rehabilitation and consolidation to restore the sector at the pre-
independence level with some new investments in priority areas. The First Plan mainly aimed
at better utilisation of the existing capital stock. These yielded good results. In both the
Second and Third Plans, the primary objectives of industrialisation were to support the
agricultural sector, meet basic needs of people and strengthen the balance of payments
position.

1.8.4 With the introduction of the New Industrial Policy (NIP) of 1982 and the Revised
Industrial Policy (RIP) of 1986, a number of changes and improvements were made in various
procedures and incentive structures to promote private investment in industry. As a result,
non-traditional export industries, viz. ready-made garments, frozen food, etc. became
important sources of industrial growth. Export earnings from manufacturing rose from a
level of US$ 617.81 million in 1984/85 to US$ 1.2 billion in 1989/90. The share of export of
non-traditional items increased from 35.8 per cent in 1984/85 to 67.74 per cent in 1989/90.

1.8.5 During the Third Plan, a total of 39 public enterprises were disinvested and transferred
to the private sector in order to create more confidence among the private entrepreneurs about
the industrial policy and to boost up private investment. However, the payment of purchase
price instalments by the privatised enterprises has been very poor.

1.8.6 Performance during Fourth Plan: During the Fourth Plan period, the annual growth
rate of industry was 7.05 per cent. This was below the targeted growth rate of 9.02 per cent.
During this period, the industrial sector provided employment to 1.32 million persons against
the benchmark of 2.52 million persons. The private sector largely provided the new
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employment opportunities. During the Plan period, production of jute goods, fertiliser,
cement, paper and newsprint and sugar was more or less close to their respective targets. Due
to various reasons like mismanagement, obsolete machinery, lack of fund and proper
planning, industrial unrest, power failure, etc. growth in this sector was impeded. In current
prices, foreign exchange earnings from major industrial products increased continuously
though slowly. During the Plan period, the aggregate level of private investment was about
Tk.99 billion against the public sector investment of Tk.5.03 billion at 1989/90 prices. Most
of the public corporations of this sector incurred losses during the Plan period; hence, the
government emphasised the policy of privatisation.

1.8.7 Reforms and privatisation: A number of reform measures in the industrial, financial
and trade sectors were undertaken during the Plan period in pursuit of a more open and
competitive economy. In the industrial sector, the reform measures may be categorised as
under :

a. Reorganisation of public sector
b. Privatisation
c. Liberalisation

1.8.8 In order to improve operational efficiency and economic viability of the state owned
enterprises (SOE), a number of measures were undertaken. The issue of conversion of
enterprises into public limited companies and holding companies was a very widely discussed
subject. However, the policy could not be implemented. The pace of other reform measures
including performance evaluation of the corporations against set targets, operation of the
enterprises in accordance with company laws, induction of experienced personnel in the
board of directors, etc., were either slow or at a stand-still.

1.8.9 There was a stiff resistance particularly from the workers against privatisation. There
was also no clear policy as to whether the losing enterprises or the profitable ones would
come first for privatisation. Decision was taken to privatise 22 jute mills and 20 textile mills.
So far, one jute mill and 3 textile mills have been privatised and 3 units of the Chemical
Industries Corporation were sold to the private sector.

1.8.10 Jute: The jute industry is the most important sub-sector of the economy of
Bangladesh. But due to unfavourable international demand, the industry has been incurring
losses facing severe liquidity crisis. The Fourth Plan set the production target of jute goods at
715 thousand mt — 410 thousand mt in the public sector and 305 thousand mt in the private
sector in the terminal year of the Plan. Bangladesh Jute Mills Corporation (BJMC) produced
272 thousand mt of jute goods and the private sector produced 150 thousand mt.

1.8.11 A total of 154,933 persons were employed by BJMC in 1989/90. The size of
manpower was reduced to 121,338 persons at the end of the Fourth Plan, following
government policy for reduction of manpower in public enterprises. The total export earnings
of BIMC during the Fourth Plan were Tk.26.28 billion from exports of 1,285 thousand mt of
jute goods. On the other hand, member mills of the Bangladesh Jute Mills Association
(BJMA) exported about 614 thousand mt of jute goods.

1.8.12 Textiles: The main focus of the textile sector during the Fourth Plan period was on
generation of employment, private investment, export, rationalisation of tariffs, providing
monetary and fiscal incentives, product diversification and horizontal market expansion, etc.
Production targets were 204 million kg. of yarn and 1.93 billion meters of cloth. Actual
production during 1994/95 was 96.50 million kg. of yarn and 1.04 billion metres of cloth.
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1.8.13 During the Fourth Plan the Ministry of Textiles and its agencies focused their
programmes on balancing, modernisation, replacement and expansion of the selected old
mills. Private investment was given preference in the field of spinning, weaving, knitting,
dyeing and finishing and garments making.

1.8.14 The target set for employment generation in the textile sector was 1.79 million
numbers. As against this target, only 0.80 million people were employed. High prices of
inputs, stiff external competition in yarn and fabric markets and weak institutional back-up
were responsible for the slow response of the textile sector excluding garments. As a result,
textile sub-sector was not able to generate the targeted employment.

1.8.15 Chemical industries: The most important entities of this industrial sector are the
urea factories of the Bangladesh Chemical Industries Corporation (BCIC). Out of such six
factories, five are in the public sector. During the Fourth Plan, fertiliser output grew at an
annual rate of 5.75 per cent and the overall growth of chemical industries including
pharmaceuticals was 9.92 per cent. During the Plan period, the Corporation was however
financially strained due to official regulation of their product prices such as for urea and
newsprint.

1.8.16 Small and cottage industries (SCI): Promotion of small, cottage and rural industries
was given high priority during the Fourth Plan period. The public sector programmes of this
sub-sector were focused on promotional measures like development of industrial estates,
training, extension and research, market promotion, supply of institutional credit, equity
support, etc.

1.8.17 In order to achieve the objectives and targets set forth in the Plan, a comprehensive
programme both for the public and private sectors was undertaken with an allocation of
Tk.2.54 billion to the public sector and Tk.13.6 billion to the private sector. Allocation was
subsequently revised to Tk.2.02 billion to the public sector and Tk.17.55 billion to the private
sector.

1.8.18 The public sector spent Tk.1,391.7 million. Estimated private investments in small
and cottage industries during the Plan period were Tk.17.91 billion and Tk.582.2 million
respectively. During the Fourth Plan period 47,982 units of small and cottage industries were
established against the target of 50,723 units.

1.8.19 At the end of the Plan, actual contribution of the SCI sector to GDP was 5 per cent
against a target of 7.5 per cent. Target for employment generation was 0.4 million against
which about 0.30 million employment opportunities were created.

1.9 Power and Gas

1.9.1 The Fourth Plan had an investment allocation of Tk.64.5 billion at 1989/90 prices for
the power sector. This allocation was inadequate compared to the production targets. Due to
the shortage of both local and external resources the Plan allocation as well as Plan targets
had to be revised downward. The revised allocation for the power sub-sector was Tk.45.36
billion at 1989/90 prices against which Tk.67.48 billion was spent at current prices. Major
physical targets as well as achievements during the Plan period are shown in Table 1.17.
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Table 1.17
Targets and Achievements of Power Sector During Fourth Plan
Agency Particulars 1989/90 1994/95
(Benchmark) (Terminal Year)
Target Achievement
New Cumulative
addition position
1 2 3 4 5 6
BPDB | Installed capacity (MW) 2,352 2,878 581 2,908
Capabilities (MW) 1,834 2,743 581 2,133:%*
Transmission line (km) 230 KV, 2,652 3,151 507 3,159
132 KV, and 66 KV (including
DESA)
Grid Substation capacity (MVA) 4,750 2,621 2,369 7,119
230 KV, 132 KV and 66 KV
Distribution line (km) 33 KV and below 33,441 36,734 1,252 34,693
(excluding DESA)
Consumer connection (No.) 850,438 1050,000 225,296 1075,734
REB | Distribution line (km) 35,333 64,333 29,853 65,186
Electrified village (No.) 8,545 14,530 7,939 16,484
Consumer connection (No.) 495,565 978,565 679,006 1174,571
DESA | Transmission line (km) 132 KV 403 - 45 448
Distribution line (km) 3,465 6,765 1,995 5,460
Consumer connection (No.) 324,134 570,000 192,326 516,460

Note:  *2352 MW+581 MW new - 25 MW retired/standby = 2908 MW
** 1834 MW+581 MW new - 11 MW retired - 271 MW derated/decrease for maintenance and
rehabilitation = 2133 MW
1.9.2 The forecast peak demand of 2,485 MWs for the terminal year of the Fourth Plan
could not be met due to shortage of available generation capacity. The peak demand served by
the end of the Plan period was 1,970 MWs. This gave an annual growth of 4.80 per cent. The
targeted generation in the Plan period was 55,735 GWh and achievement was 46,962 GWh.
As aresult, there followed load shedding.

1.9.3 The system loss in BPDB, REB and DESA was 41.11 per cent, 16.27 per cent and
35.55 per cent respectively in the first year (1990/91) of the Fourth Plan. The combined
system loss envisaged in the Fourth Plan was 25 per cent. To reduce the system loss, some
measures were taken such as creation of DESA and introduction of incentive/punishment
scheme to improve overall performance as well as introduction of a new commercial
operation system.

1.9.4 During the Fourth Plan period, total ADP allocation for Bangladesh Oil, Gas and
Mineral Corporation was Tk.23.98 billion. The actual utilisation against the financial target
was Tk.15.32 billion. Petrobangla produced 247 BCF of natural gas in 1994/95 as against the
target of producing 275 BCF but consumer connections (631,710 customers) exceeded the
Fourth Plan target. BOGMC continued its exploration, appraisal, seismic survey activities,
etc., as per their programmes.

1.10 Transport and Communication

1.10.1 Transport and communication play a vital role in facilitating the growth of the
economy as they provide the essential services for movement of people and goods and help
exchange business information.

1.10.2 Transport : During the First Plan, rehabilitation was the main focus of the transport
sector programme to regain the pre-liberation operational efficiency as well as to meet the
rising traffic demand of the economy. Tk.5.28 billion was allocated for this sector during the
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Plan period. Major physical achievements were reconstruction and rehabilitation of war-
damaged bridges and roads and construction of 8 new major road bridges, pavement of about
500 miles of new roads, construction of two new airports (Dhaka International Airport and
Saidpur Airport), reconstruction of 6 old jetties of the Chittagong sea port, procurement of
locomotives, coaches and wagons for the Bangladesh Railways and procurement of over 500
new buses by the Bangladesh Road Transport Corporation to augment urban transport.

1.10.3 Due to shortage of funds, a large number of on-going projects spilled over to the
Two Year Plan (TYP) and the major objective of the TYP was to complete those on-going
projects.

1.10.4 During the Second Plan period, the allocation to the transport sector was Tk.12.86
billion (1980 prices). In Railway sub-sector, 684 km of tracks were renewed. Railways have
been persistently incurring losses since liberation except in the years 1973/74, 1975/76 and
1978/79, which affected maintenance programme adversely as well as efficiency. The most
important development in the road sub-sector was the construction of Khulna-Mongla Road
and upgrading of the Dhaka-Chittagong and Dhaka-Aricha Road. Out of 19 war-damaged
bridges, 11 were rehabilitated.

1.10.5 During the Third Plan period, a total of Tk.30.02 billion was allocated to the
transport sector (at 1984/85 prices). The share of various sub-sectors were: Railway Tk.8.36
billion (27.85%); roads Tk.11.85 billion (39.48%); water transport Tk.5.71 billion (21.65%)
and air transport Tk.2.10 billion (6.99%). The salient feature of the road sector programme
was undertaking the Bangabandhu Bridge. Some 744 km of paved road and 10,249 metres of
bridges and culverts were constructed.

1.10.6 Under the Fourth Plan, the total allocation to the transport sector was Tk.63.73 billion
(including the Bangabandhu Bridge). An allocation of Tk.10.0 billion in 1989-90 prices was
earmarked for the Bangabandhu Bridge. Some 4,650 km of paved roads and 29,000 metres of
bridges and culverts were constructed/reconstructed. Most importantly, 3 bridges on major
rivers were completed. Under Railway sub-sector, 693 km Metre Gauge (MG) and 287 km
Broad Gauge (BG) railway track were rehabilitated, 84 Narrow Gauge (NG) and 24 BG
bridges were completed and a new railway station was constructed at Tarakandi in 1992 for
transportation of fertiliser from the Jamuna Fertiliser Factory. A modern workshop for heavy
repair and major overhauling services with an annual target of 120 locomotives was set up at
Parbatipur in 1992. During the Plan period, 21 BG passenger carriages, 3 (2 MG and 1 BG)
cranes and 9 MG locomotives were procured.

1.10.7 In the Fourth Plan period, the Civil Aviation Authority of Bangladesh took up projects
for strengthening of runways, extension of international passenger terminal, construction of
cargo complex, installation of boarding bridge and construction and development of airports
and related facilities.

1.10.8 The sectoral allocation during 1995/96 was Tk.21.53 billion. Against this allocation,
utilisation during this year was Tk.20.10 billion. In 1996/97, allocation was Tk.23.32 billion,
against which utilisation up to January 1997 was Tk.9.68 billion.

1.10.9 Communication: During the First Plan, the total allocation for the communication
sector was Tk.1.18 billion out of which Tk.1.07 billion was utilised. The targets could not be
achieved due to fund shortages.
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1.10.10 During the Two Year Plan period, the total allocation for the communication sub-
sector was Tk.1.3 billion and the expenditure was Tk 940 million. The task of the Two Year
Plan was mainly to complete the unfinished works of the First Plan.

1.10.11 During the Second Plan, the allocation for this sector was Tk.3.41 billion but the
actual expenditure was Tk.3.47 billion. A sum of Tk.390 million was provided for the Thanas
and Chittagong Hill Tracts development.

1.10.12 The total allocation during the Third Plan period was Tk.3.88 billion and the actual
total expenditure was Tk.6.38 billion. During the period, 59,190 telephone lines were
installed against the target of 75,000 lines. Automatic telephone exchanges were established
in 28 important Thana towns as against the target of 42 exchanges. In the post-office sub-
sector, Tk.370 million was spent against the allocation of Tk.380 million. Three hundred and
fifty eight new post-offices were set up against the target of 500.

1.10.13 The total allocation for the Fourth Plan period was Tk.6.52 billion of which Tk.12.13
billion was utilised. During the Plan period, the objectives of the communication sector were
expansion of services including that in the rural areas and modernisation of the
telecommunication system. A total of 72,507 telephone lines against the target of 103,658
was installed. But the services expanded mainly in the urban areas although 4,706 manual
lines against the target of 2,758 were installed in the rural areas.

1.10.14 The sectoral allocation during 1995/96 was Tk.3.52 billion, against which utilisation
was Tk.2.90 billion. In 1996/97, the allocation was Tk.2.25 billion; against this allocation
utilisation up to January 1997 was about Tk.1.05 billion.

1.11 Physical Planning Water Supply and Housing

1.11.1 In order to provide different services to the growing urban population an amount of
Tk. 2.72 billion was allocated for the physical infrastructures during the First Plan, out of
which Tk. 2.7 billion was spent. During the Two Year Plan, the amount allocated was Tk.2.5
billion against which Tk.2.41 billion was spent. The expenditure was mainly for construction
of public servants housing, office buildings, etc. However, about 1,50,000 squatters were
relocated; 3,00,000 shallow drinking tube-wells were sunk and 8,456 housing units and 2000
plots were developed till 1979/80.

1.11.2 During the Second Plan, Tk.8.2 billion was allocated against which Tk.7.39 billion
was utilised. In addition, Tk.3.19 billion was spent for development of infrastructure facilities
like construction of offices and residential buildings at the thana centres for supporting
administrative reform.

1.11.3 Third Plan allocation for this sector was Tk.5.5 billion. Actual allocation through
ADPs was Tk.9.27 billion at current prices and the amount spent was Tk.8.6 billion. In
addition, Tk.6.96 billion was provided for the development of Zilla and Thana infrastructure
from the bloc allocation. The entire amount was spent.

1.11.4 An amount of Tk.18.42 billion (at 1989/90 prices) was allocated in the Fourth Plan,
but Tk.20.58 billion (at current prices) was allocated through ADPs and Tk. 20.94 billion (at
current prices) was spent. Land Use Master Plan for 398 thanas and 60 district towns were
completed. Core house for 1000 squatter families was provided and 5000 service plots in
Dhaka and 4100 in Chittagong were developed. In addition, 3000 government quarters and 44
circuit houses in 44 newly created districts and 3000 quarters in Dhaka were constructed.
Installation of water supply and sanitation facilities were taken up in different thanas.
Sanitation coverage in rural Bangladesh went up to 36 per cent. Against the target of 105
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MGD water production in the district towns, the achievement was 65 MGD. In case of rural
water supply, the coverage of person per tubewell was improved to 107 in 1995 against 125
in 1990.

1.12 Education

1.12.1 Education is one of the basic needs for developing human capabilities. In Bangladesh,
educational development was not adequate in the past to meet this human need. In 1981, only
19.70 per cent of the population was counted as literate against 17.00 per cent in 1961. The
gap of literacy rate between the urban and rural areas was also striking - 35 per cent in urban
and 17 per cent in rural areas in 1981. Gender difference in attaining literacy also was no less
striking. The female literacy rate was 13.20 per cent in 1981 while that among men was 26
per cent.

1.12.2 Past performance: The Plan allocation for education during the First Plan and the
Two Year Plan (TYP) periods together was Tk.4.54 billion but because of resource shortfall,
allocation was later on reduced to Tk.2.59 billion.

1.12.3 The Second Plan accorded top-most priority to the introduction of the Universal
Primary Education (UPE) programme. The outcome was not satisfactory. Against a target of
13 million primary enrolment, actual achievement was 8.92 million. This was mainly due to
the inability to create adequate physical facilities. The Mass Education Programme also
suffered due to lack of motivation as well as weak supervision. Only 0.7 million people in the
age group 10-45 could be made literate while the target was 4.0 million. Community schools
were run to impart vocational and technical training to the adult population.

1.12.4 During the Third Plan, the major objective of the primary education sub-sector was to
enrol 11.60 million school age children by 1990. Against an estimated primary age-group
population of 14.9 million in June, 1990, schools enrolled 80.54 per cent compared with 52
per cent in June, 1985. A total of 1000 non-government primary schools were nationalised to
add to the 36,881 government primary schools existing upto June, 1985. The floods of 1987
and 1988 caused serious damage to the educational institutions, particularly in rural areas. In
1987-90, two major rehabilitation programmes were implemented covering about 1,430
educational institutions. The number of secondary education institutions increased to 10,448
in 1990 from 9,440 in 1985. The enrolment in schools also increased from 2,583,311 in 1985
to 2,993,730 in 1990. In the course of the Third Plan, 13 new departments/institutes were
established in different universities of the country with an added enrolment of 2,253. Two
new universities, one each at Sylhet and Khulna, were also established to provide higher
education.

1.12.5 Primary and mass education: The Fourth Plan objectives for expanding primary
and mass education were to introduce compulsory primary education, reduce mass illiteracy ,
ensure optimum use of existing facilities, maintain regional balance in respect of the growth
of educational facilities, ensure enhanced participation of women and inculcate ethical values
in the society.

1.12.6 The major strategy in the field of primary education was the introduction of
compulsory primary education (CPE). In order to provide effective administrative and policy
support to primary and mass education, the Primary and Mass Education Division started
operation in September 1992. The enrolment in primary schools increased from around 12.0
million in 1990 to 17.3 million in 1995. Completion rate of primary education cycle increased
from 41 per cent in 1991 to 60 per cent in 1995. Food for Education was an important
programme to increase enrolment and reduce drop-out among the poor children.
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1.12.7 Two major projects in the primary education sub-sector, namely, 'Development of
Primary Education in Dhaka, Rajshahi and Khulna Divisions' and 'Development of Primary
Education in Chittagong Division' were taken up. Under these two projects, a total of 1,134
low cost schools were constructed, 5,082 government primary schools were reconstructed and
3,932 schools were repaired, 39 District Primary Education Office (DPEO) and 52 Primary
Teachers Training Institutes (PTI) were developed. Besides, under the flood rehabilitation
projects, 1,620 flood-affected government primary schools were reconstructed and 4,152
schools were repaired during 1991-95. Under the cyclone rehabilitation projects,
reconstruction work of 897 and repair work of 1,695 government primary schools were
completed till June 1995. In addition 20 government primary schools in flood-free areas were
completed under the Government Primary School Rehabilitation Project during the Plan
period.

1.12.8 In order to meet the growing demand for universalisation of primary education, a
development programme for the reconstruction of 7,832 and repair of 998 registered non-
government primary schools was under implementation with domestic resources. Up to June
1995, reconstruction of 7,232 and repair of 580 registered non-government primary schools
were completed while the work on 718 registered schools remained at various stages of
development. Besides, 689 government primary schools were reconstructed and 1,518
primary schools were repaired.

1.12.9 Due to the introduction of CPE, social mobilisation programmes and 'Food for
Education Programme' coupled with infrastructural development and improvement of school
management and supervision system, the enrolment rate at the primary level increased to 92
per cent (17.3 million) in 1995 while the rate was 70 per cent (12.1 million) in 1990.
Participation of girl students at all levels increased. The girls' enrolment at the primary and
secondary levels increased particularly due to the introduction of free education for girls up to
grade 10 and provision of stipends for girls in the rural areas. In primary education, the
number of girl students increased from 5.4 million to 8.2 million while in the secondary level,
the number increased from 1.05 million to 2.40 million . The percentage of female teachers
increased from 21 per cent in 1990 to 27 per cent in 1995 as a result of the amendment of the
recruitment rule requiring 60 per cent of the posts of the primary school teachers to be filled
up with the female teachers. Under the mass/non-formal education programme, projects were
undertaken for 1.6 million targeted beneficiaries.

1.12.10 Secondary and higher education: The government had taken up expansion
programmes at the secondary and higher secondary levels in order to accommodate
increased number of students. As such, the allocation for educational programmes through
ADPs also increased to Tk.14.45 billion which was 31 per cent higher than the Plan
allocation. Enrolment at the secondary level increased from around 3.0 million in 1990 to
4.4 million in 1995 and that at the college level from 0.9 million to 1.46 million. In technical
education, enrolment nominally increased from 6,685 to 7,255. Though there had been a
quantitative expansion in different areas of secondary and higher education, qualitative
improvement of education could not reach a satisfactory level.

1.12.11 Enrolment at the university level increased from 34,902 in 1990 to 60,000 in 1995.
An amount of Tk. 2.29 billion was spent mostly for civil works in 11 public universities, but
important programmes such as curricula development/reform, modernisation of laboratories/
equipment, training of teachers, development of libraries etc., fell short of their targets.
However,a number of private universities were permitted to start their activities.
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1.13 Population and Family Welfare

1.13.1 During the period of 1969-72, the family planning programme was virtually at a
standstill owing to political disturbance, war of liberation and resettlement problems in the
early post-Independence period. During the next two years, not much could be done in this
sector because of the nation's pre-occupation with the rehabilitation and reconstruction of the
economy. In November 1974, however a separate Population Control and Family Planning
Division with elaborate field and national structures was set up.

1.13.2 In the First Plan (1973-78), a nation-wide population control programme was drawn
up at an estimated cost of Tk. 700 million which was revised up to Tk. 900 million at the time
of preparation of the Hardcore Programme (1975-78). For the Two Year Plan (1978-80), an
allocation of Tk. 1.0 billion was made.

1.13.3 In view of the fast growing population adversely affecting socio-economic progress,
population control and family planning received the highest emphasis during the Second Plan.
This led to very ambitious targets also in terms of population growth rate, contraceptive
prevalence rate (CPR) and net reproduction rate (NRR). The Plan envisaged to reduce
population growth rate to 1.80 per cent in 1984/85 and to increase CPR to 47 per cent with a
view to reaching NRR-1 in 1990. The actual achievements in all these areas were far below
the targets envisaged. The growth rate of population was around 2.40 per cent, CBR was
39/1000 population and CPR was 25 per cent only in 1984-85.

1.13.4 Nevertheless, efforts of the Second Plan began to yield their long term effects. Over
the Third Plan period, the rate of population growth declined from 2.40 per cent in 1985 to
2.15 per cent in 1990 as against the target of 1.82 per cent. During the same period, the CPR
increased from 25 per cent to 39.00 per cent against the target of 40 per cent. Consequent
upon intensive efforts, infant mortality and maternal mortality rates reduced to 94 and 6.0
respectively per 1000 live births in 1990.

1.13.5 In the Fourth Plan period, the rate of population growth declined from 2.15 per cent
in 1990 to 1.85 in 1995. The results of various population planning and family welfare
programmes are shown in Table 1.18.

Table 1.18
Demographic Achievements During Fourth Plan
Indicators 1990 1995 1995
(Target) (Achievement)
CBR (per 1000 population) 33.50 28.90 27.50
CDR (per 1000 population) 12.00 10.70 9.00
Population Growth (%) 2.15 1.82 1.85
IMR (per 1000 live births) 94 80 78
MMR (per 1000 live births) 6.00 4.50 4.50
CPR (%) 39.00 50.00 48.00
TFR (per woman) 4.90 4.00 3.40
Life expectancy at birth 54 58 58

1.13.6 In 1995/96, a total of 44 projects spilled over from the Fourth Plan. The number of
projects in 1996/97 stood at 46 of which 35 projects will spill over to the Fifth Plan. During
1995-97, allocation was Tk.9.69 billion (at current prices) and the estimated expenditure was
Tk.8.33 billion (at current prices).
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1.14 Health

1.14.1 Health is one of the basic requirements to improve the quality of life. Since
Independence, the government has been consistently attempting to formulate policies for
providing essential/minimum health care to all, particularly to the underprivileged.

1.14.2 During the Second Plan, the government adopted the goal of "health for all by 2000
AD". At the beginning of the Plan, only 30 percent of the population was covered by
essential health care services. However, some major epidemics and endemic diseases were
eradicated (e.g., small pox) or were virtually brought under control (e.g. cholera). The Second
Plan emphasised the development of health infrastructures in rural areas. A drug policy was
adopted in 1982 to make drug supply cheaper.

1.14.3 Health sector programme in the Third Plan was based essentially on Primary Health
Care (PHC) for providing a minimal level of health care to all. In order to achieve this, 374
Thana Health Complexes (THC) against the target of 397 were made functional. To increase
availability of health facilities the number of hospital beds in the country were increased to
34,488 (24,501 in the public sector) giving a bed-population ratio of 1:3200. Under the
immunisation programme, the coverage achieved was 75 per cent for BCG, 68 per cent for
DPT, 50 per cent for measles, 68 per cent for polio and 45 per cent for TT (pregnancy).

1.144 In the absence of a comprehensive national health policy, the development
programmes of the health sector during the Fourth Plan was guided by the policies pursued in
the previous Five Year Plans. The review of the Fourth Plan revealed both progress and
shortfalls in achievements compared to the targets. Infant mortality rate per thousand live
births declined from 94 in 1990 to 78 in 1995; the maternal mortality rate declined from 4.7
in 1992 to 4.5 in 1995 and life expectancy at birth increased from 56.1 in 1991 to 58 years in
1995. There were however shortfalls in achievements compared to the targets in
immunisation coverage, primary health care, delivery services by trained medical persons,
ante-natal care, development and deployment of trained manpower, infrastructure building
construction (Thana Health Complex, FWC), etc.

1.14.5 During the Fourth Plan, allocation for the health sector was Tk. 10.6 billion. Against
this allocation, a total of Tk.12.10 billion (at 1989/90 prices) was made available through the
ADPs of which Tk.9.83 billion was utilised .

1.14.6 On completion of the Fourth Plan, 76 projects spilled over to 1995/96 and the major
programmes continued with an allocation of Tk.4.17 billion. The amount spent during the
year was Tk.2.76 billion. In 1996/97, the allocation was Tk.5.85 billion and the expenditure
was Tk.5.0 billion.

1.15 Sports and Culture

1.15.1 Sports: Sports is considered as one of the major elements needed for developing sense
of discipline, good physical and mental health and character of the citizens.

1.15.2 The First Plan laid the foundation for development of essential elements of physical
education. During the Plan period, a number of development projects were undertaken mostly
for repair and renovation of existing sports facilities to make them functional and creation of
new physical facilities in the country. During the Second Plan some measures were adopted
for qualitative improvement as well as for quantitative expansion of sport facilities. During
this period, 14 gymnasium-cum - coaching centres at District Headquarters and a National
Tennis Complex at Dhaka were built. In addition 33 sub-divisional stadia were made
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functional and the construction of stadia at Chittagong, Rajshahi and Khulna Divisional
Headquarters and Bangladesh Krira Shikkha Protisthan (BKSP) was started.

1.15.3 During the Third Plan, construction of 6 gymnasium-cum-coaching centres at District
Headquarters, National Stadium-2 with flood light and shifting of 7 clubs from National
Stadium-1 area to other places were completed. In addition, two physical colleges at Dhaka
and Rajshahi were completed. Bangladesh Krira Shikha Protisthan (BKSP) started its krira
college.

1.15.4 During the Fourth Plan, an allocation of Tk.760.0 million was made for this sub-sector
and measures were taken for further qualitative improvement and quantitative development of
sports and games. Projects taken included further development of 52 district stadia,
construction of one International Standard Swimming Pool and Indoor Stadium, vertical
extension of Hockey Stadium with synthetic turf, laying of synthetic athletic tracks in
National Stadium-2, modernisation of Gulshan shooting range in Dhaka and development of
tennis complexes in Dhaka and Rajshahi. During the Plan period, the third phase of
Bangladesh Krira Shikkha Prothisthan (BKSP) was completed at a cost of Tk.150.0 million.
The most important event was the 6th SAF games organised successfully in Dhaka during this
Plan period.

1.15.5 During 1995-97, a total of 21 projects were under implementation of which 13
projects spilled over from the Fourth Plan and an amount of Tk.192.31 million was spent upto
June 1996. In 1996/97, the total number of projects included were 21 and the allocation
during the period was Tk.373.90 million.

1.15.6 Culture: Cultural development is one of the indicators of overall development of a
nation. Development programmes for this sub-sector were first initiated from the period of
the Second Plan. During that period, some infrastructure facilities were developed and some
publications of Bengali text books for higher education were made. Besides, research work on
Bengali language and literature was emphasised. During the Third Plan period, some more
infrastructural facilities were provided.

1.15.7 An amount of Tk.700.0 million was allocated for this sub-sector during the Fourth
Plan period and Tk. 533.11 million was utilised. Programmes emphasised: (a) research and
publication on Bangla language and literature, and use of Bangla for higher education, (b)
library development; (c) promotion of fine and performing arts; and (d) conservation,
preservation and presentation of folklore, history and heritage, etc.

1.15.8 During 1995-97 an amount of Tk.347 million was allocated out of which Tk.298.70
million was spent upto June, 1997. During the period 1995-97, major programmes of the
Fourth Five Year Plan continued and a total of 5 projects were completed.

1.16 Social Welfare Women Affairs and Youth Development

1.16.1 Social welfare: Social service programmes assist and empower socio-economically
disadvantaged people like the poor, the landless, the unemployed, children in especially
difficult circumstances, the disabled and distressed people and the vagrants and orphans.
Attempts were made during the First Plan to give due emphasis on the role of the social
welfare sector in the overall socio-economic development of the country and to adopt
programmes for the benefit of those who were unable to find a place for themselves in the
society. Forty rural thanas were covered under rural community development programmes to
make the disadvantaged groups and the landless people more productive through skill training
and production-oriented programmes. Under the urban community development programmes,
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68 centres were established to render vocational training to slum dwellers. During the First
Plan period, Tk.122.8 million was allocated which was almost fully utilised. During the Two
Year Plan, an allocation of Tk.136.0 million was made to complete the on-going projects
against which Tk.112.98 million was utilised. During the Second Plan, an amount of
Tk.590.0 million was allocated and Tk.391.0 million was utilised. During this Plan period, a
rural community development programme was undertaken with the focus on disadvantaged
groups including women for skill training and education. The programme covered 104 thanas
and established 196 community centres.

1.16.2 A total of Tk. 750.0 million was allocated for the social welfare programmes in the
Third Plan. The expenditure was Tk. 630.0 million. The programmes undertaken during the
Third Plan period emphasised provision of institutional services for the rehabilitation of the
orphans and the physically handicapped. A total of 18,000 handicapped persons and 12,000
orphans were provided with institutional services during the Plan period.

1.16.3 In the social welfare sector, the major theme of the Fourth Plan was poverty alleviation
and human resources development. A total of Tk.1.32 billion was allocated through ADPs to
the social welfare programmes during the Plan period and the expenditure was Tk.1.15
billion. The most important project of social welfare sector was "Rural Social Service" which
included group organisation, skill development training, income and employment generation
through various financial support in the form of interest free loans, promotion of self-
supporting funds, motivational programmes for family development and population planning,
social forestry, social education, etc. Approximately, 1.5 million people benefited as a result.
In many urban areas, a programme for welfare of children in specially difficult circumstances
was initiated through which about 15,000 children were benefited. Under institutional
services, projects covered the welfare of 4,000 orphans, 400 disabled, 150 juvenile
delinquents, 2,700 vagrants and destitutes. Joint programmes with NGOs benefited about 1
million distressed and disabled people.

1.16.4 During 1995-97, a total of 30 projects including 13 spillover projects were financed
and an amount of Tk.973.0 million was allocated. The expenditure during the period was
Tk.899.54 million. During the period of 1995-97, implementation of major programmes of
the Fourth Plan continued.

1.16.5 Women and children affairs: During the First Plan, a programme, entitled
"Rehabilitation of War Affected Destitute Women and Children" was undertaken under the
social welfare sector . In the Two Year Plan, women's development received special priority
and Tk.105.6 million was allocated. The Second Plan emphasised training and creation of
employment opportunities for women. An amount of Tk.310.0 million was allocated.

1.16.6 During the Third Plan, the programmes on women's affairs aimed at promoting
activities for overall development of women and children. To increase female employment in
the public and private sectors, a number of measures were taken by the government which
included reservation of 15 per cent jobs for women in the public sector and raising the age
limit for entry into public service up to 30 years. Under the women's affairs sub-sector,
around 60,000 women were trained in different vocational skills and other human resources
development activities; about 0.2 million women were given non-formal education and
20,000 women were provided with credit facilities for self-employment.

1.16.7 To help increase women's participation in development activities and to realise the
ultimate goal of equality, development and peace of the UN Decade the Fourth Plan
attempted to integrate women's development into the macro framework for multi-sectoral
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thrust in order to bring women in the mainstream of socio-economic development. But a
comprehensive national policy for women's development was missing. Though a National
Council for Women's Development (NCWD) was formed during the Fourth Plan for inter-
ministerial co-ordination and monitoring the WID activities, satisfactory progress could not
be made due to lack of co-ordination among different government organisations and between
government and NGOs. The Ministry of Women and Children Affairs has identified and
designated focal points in 32 ministries/ agencies for WID activities.

1.16.8 Under various projects, 63,127 women were trained in different vocational skills and
other human resources development activities, about 86,304 women were given non-formal
education and other services and 34,629 distressed women were brought under credit
facilities programme for self-employment. A total amount of Tk.1.28 billion was distributed
as loan on easy terms. In addition, a loan amount of Tk.2.85 billion was distributed among
9,080 poor women under the Prime Minister's Special Fund. Besides, there was a separate
allocation of Tk.100 million for Bangladesh Shishu Academy for undertaking development
activities for children all over the country. Food for Work (FFW), Vulnerable Groups
Development (VGD) and Rural Maintenance Programme (RMP) employing destitute women
were also undertaken. The total revised allocation for the Ministry of Women and Children
Affairs was Tk.550.0 million in the Fourth Plan out of which Tk.545.0 million was utilised
upto June 1995.

1.16.9 During 1995-97, an amount of Tk.659.20 million was allocated and Tk.651.12 million
was spent upto June, 1997. A total of 20 projects were undertaken and two of them were
completed.

1.16.10 Youth development: Separate youth programme at government level started in
1979. During the Two Year Plan, an amount of Tk.95.0 million was provided for youth
development programmes out of which Tk.70.10 million was utilised. The physical target
fixed for the Two Year Plan was to train 42,255 unemployed youths against which 36,200
were trained.

1.16.11 During the Second Plan, an amount of Tk.255.0 million was allocated for youth
development. A total number of 163,070 youths received training in different vocational
trades, livestock and poultry farming, telecommunication, secretarial science, agriculture,
fisheries, driving auto-rickshaws, etc. About 3000 trained youths undertook self-employment
projects.

1.16.12 An amount of Tk.170.0 million was allocated for youth development activities during
the Third Plan. An additional amount of Tk.760.0 million was allocated for implementation
of a new project named "Thana Resource Development and Employment Project" (TRDEP).
In two phases, 32 thanas came under this project. During the Third Plan period, 42,937
unemployed youths were trained in different trades against the target of 43,935 and 17,739
youths took up self-employment programmes till June, 1990 against the target of 18,830.

1.16.13 During the Fourth Plan period projects/programmes were undertaken to provide
unified direction and co-ordination of youth development programmes. The Plan envisaged
programmes for the youth for poverty alleviation, skill development training, self-
employment promotion, and community development through voluntary youth organisations.
A total of 254,074 unemployed youths were trained and 50,808 youths were self employed.
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1.16.14 During 1995-97, a total of 10 projects were included in the ADP of which 5 projects
spilled over from the Fourth Five Year Plan and an amount of Tk.907.79 million was spent
upto June, 1997 at current prices against an allocation of TK.1.34 billion.

1.17 Mass Media

1.17.1 A total of Tk.500.00 million was allocated in the Third Plan of which an amount of
Tk.342.4 million was spent during the Plan period. A project entitled "Establishment of 3
Low Power Transmitters" was undertaken to establish 3 radio stations at Comilla, Rangpur
and Thakurgaon. The project "Establishment of 100 kw Transmitter in the Northern Zone,
Bogra" was commissioned during this period. Besides, the project entitled "Further
Development of BTV including construction of office building/ Garrage-cum-Workshop"
was completed.

1.17.2 During the Fourth Plan, an amount of Tk.1230 million was allocated for the sub-
sector and 21 projects were undertaken. The amount spent was Tk.1.36 billion at current
prices. For various reasons, only two projects of Bangladesh Betar could be completed.

1.17.3 In 1995-97, a total of 29 projects were included in the ADP of which 13 projects were
spilled-over from the Fourth Plan. The expenditure during the period was Tk.506.0 million at
current prices. During the period 1995-97, major programmes of the Fourth Five Year Plan
continued and only 5 projects were completed.

1.18 Science and Technology

1.18.1 Breakthrough in science and technology is the key to rapid economic development in
modern world. As such, the government has consistently tried to formulate appropriate
science and technology related policies. One of the basic elements of these policies is to
encourage research and development. Main institutional facilities were built up during the
Second Plan for these purposes, while the Third Plan focused on research activities.

1.18.2 During the Fourth Plan period, an amount of Tk.540 million was allocated for this
sub-sector out of which Tk.518.70 million was spent. Bangladesh Atomic Energy
Commission (BAEC) established 4 Nuclear Medicine Centres (NMC) at Khulna,
Mymensingh, Rangpur and Barisal. It also continued its research activities in different fields
like food irradiation and preservation, isotope production, etc. The other important project on
which BAEC started work was "Renovation of Beach Sand Exploitation Centre at Cox's
Bazar and Balancing, Modernisation, Rehabilitation and Extension of Pilot Plant". Research
activities carried out by the Bangladesh Council of Scientific and Industrial Research
(BCSIR) during the period were on fuel, herbal medicine, foodgrains, etc.

1.18.3 During the Fourth Plan period, Bangladesh Computer Council (BCC) provided
computers to one hundred secondary schools for conducting training on computer.

1.18.4 During 1995/96, an allocation of Tk.275.0 million was made available for 33 projects
of which 25 were spill over from the Fourth Plan. A total of 4 projects were completed and
the expenditure during the period was Tk.159.50 million. In 1996/97, an allocation of
Tk.380.20 million was made available for 34 projects.

1.19 Labour and Manpower

1.19.1 Development of skill and its optimum utilisation constitute one of the basic elements
of economic growth and income generation. Increasing productive employment is an
important goal of development. However, in the process of growth, such opportunities will
increasingly depend on both deepening and widening of human skills.
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1.19.2 Prior to the First Plan, Bangladesh had only a small institutional network consisting
of one Industrial Relations Institute (IRI), 18 Labour Welfare Centres, 5 Employment
Exchanges, 4 Vocational Guidance and Youth Employment Units, one Management
Development Centre and 5 Technical Training Centres. These facilities and institutional
arrangements were equipped, managed and run under severe constraints of both financial and
human resources. Against this background, the First Plan allocated Tk.276.90 million with
the objectives of expanding facilities for training engineering craftsmen, raising the volume of
employment, enhancing labour welfare facilities and cultivating healthy labour relations.
Subsequently, due to financial constraints, the allocation was reduced to Tk.120.00 million in
the Hard-core Programme and still further through the revised ADPs.

1.19.3 As financial performances had severe shortfall, the physical progress also remained
unsatisfactory. During the Second Plan, Tk.1.12 billion was allocated for strengthening the
institutional network for skill development, expansion of the institutional infrastructure for
overseas as well as in-country employment promotion including self-employment,
enhancement of labour welfare, improvement of industrial relations and manpower research
and evaluation. During the Third Plan, priority was given to training programmes for skill
development through the institutional network of 12 Technical Training Centres (TTC)
including the Bangladesh Institute of Marine Technology (BIMT). By the end of the Third
Plan, the country had a network of 21 District Employment and Manpower Offices (DEMO)
to operate as facility centres for promotion of employment both at home and abroad.

1.19.4 Skill development training, promotion of self-employment and foreign employment,
sound labour/industrial relations, labour welfare and maintenance of industrial peace were the
major activities in the labour and manpower sector during the Fourth Plan period.

1.19.5 During Fourth Plan, BMET imparted institutional training to 14,396 persons,
apprenticeship training to 1,731 persons and language training to 479 nurses. During the same
period, BMET, under its employment services programme, provided self-employment
opportunities to 9,450 persons and foreign employment to 911,836 persons. Department of
Labour took programmes to promote sound industrial relations and labour welfare and to
maintain industrial peace in order to attract foreign and domestic private investment.

1.19.6 During 1995/96, an allocation of Tk.74.60 million was made to 16 projects of which
10 were spill-over projects from the Fourth Plan. The expenditure during the year was Tk.
50.31 million, and only 2 projects were completed. In 1996/97, a total of 15 projects were
included in ADP with an allocation of Tk.90.0 million. The estimated expenditure during the
year was Tk.71.10 million approximately.

1.20 Public Administration

1.20.1 As a developing country Bangladesh has given serious attention to rationalise its
administrative organisations, financial and personnel systems and rules and procedures for
achieving efficiency and transparency in public service commensurate with the country's
socio-political and economic aspirations. In the First Plan, public administration sub-sector
had a modest allocation of Tk.131.20 million. Out of the above allocation, only an amount of
Tk.40.60 million was spent. In the Two Year Plan an allocation of Tk.111.20 million was
made of which Tk.89.80 million was utilised. Sectoral programmes during the period
concentrated mostly on training, research and related activities.

1.20.2 The Second Plan envisaged a much wider scope of development covering the entire
spectrum of administration and management. During the Third Plan, creation of an efficient
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public administration system was one of the major objectives. Enhancement of job related
knowledge and skills of the public officials through systematic training, establishment of
training institutes for such purposes, improvements of personnel administration in the
government, semi-government and autonomous bodies, streamlining of administration
through simplification of accounts, budgeting and financial and administrative procedures and
restructuring of government offices and agencies were some of the major efforts undertaken
towards improving efficiency in administration.

1.20.3 Projects taken up in the public administration sector during the Fourth Plan were
broadly in the fields of (a) development of administration and management training; (b)
project planning, implementation and monitoring; (c) organisational development; (d) system
improvement; and (e) administration and financial reforms. These could not yield better
administration as the system was abused by the power that be.

1.20.4 Several institutes are functioning in the country for imparting training in public
administration and management. Notable of them are Public Administration Training Centre
(PATC), Regional Public Administration Training Centres (RPATC), Bangladesh Civil
Service Academy, Institute of Chartered Accountants of Bangladesh (ICAB), Institute of
Cost and Management Accountants of Bangladesh ICMAB), Institute of Bank Management
(IBM) and Academy for Planning and Development (APD). The projects during the Fourth
Plan were mostly meant for strengthening the training efforts of these institutes. Projects were
also undertaken during the Fourth Plan for institutional development of BCS (Admn.)
Academy and establishment of a Statistical Training Institute. Bangladesh Institute of
Administration and Management (BIAM) was established during this Plan period.

1.20.5 During the Plan period, the mechanism of collection of household expenditure survey
and local level data system was modernised and the examination system of the Public Service
Commission (PSC) was improved. Disaster Management Bureau (DMB) was established.
Besides, a number of studies were undertaken on administrative reforms and a committee was
formed to look into the study reports. The studies were undertaken by UNDP, ODA, World
Bank and USAID.

1.20.6 During the Fourth Plan, 71 projects were taken up, out of which 21 were completed.
During the same period, the sector was provided with an allocation of Tk. 2.01 billion out of
which Tk.710.0 million was utilised.

1.20.7 During 1995/96, an allocation of Tk.1.76 billion was made available for 61 projects of
which 50 were spill-over projects from the Fourth Plan. A total of 14 projects were completed
and an amount of Tk.1.55 billion was spent. In 1996/97, an allocation of Tk.956.20 million
was made to 50 projects including 3 new projects; out of these 16 projects were likely to be
completed. The expenditure during the year 1996/97 was Tk.698.30 million.
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CHAPTER 11
OBJECTIVES AND STRATEGIES

2.1 Introduction

2.1.1 Bangladesh is one of the poorest countries of the world with a per capita income of
US $ 240. Its people have a life expectancy of only 58 years. Mortality rate of children under
5 in Bangladesh is one of the highest in the world. About 60 per cent of the children
experience moderate to severe malnutrition. The population suffers from endemic health
problems. Approximately 53 per cent of the population is illiterate. As a result, about one-half
of the population cannot contribute to the country’s development efforts. The Sonar Bangla
that the Father of the Nation Bangabandhu Sheikh Mujibur Rahman dreamt of still remains
the unrealised vision for the nation. The overwhelming problems of poverty, hunger,
malnutrition, illiteracy, unemployment and under-employment, particularly in rural
Bangladesh, persist as a challenge for all development planners.

2.1.2  The closing decade of the twentieth century has been witnessing milestone of events -
the collapse of communism, end of the Cold War and relaxation in the East-West tension,
creation of a new World Trade Organisation (WTO) for promoting rule-based free and fair
trade and economic opportunities at local, regional and sub-regional levels, global nurturing
of greater respect for democratic systems, norms and values, erosion of interventionist
philosophy and practice hitherto pursued by many countries of the world for their socio-
economic development, ascendance of market forces as the dominant allocator of resources,
and emergence of a global consensus for increasingly greater partnership between the
governments and civil societies in the decision - making process. These developments have
resulted in what is now known as the new international order characterised by globalisation of
economies at different stages of development. The WTO along with the IMF and the World
Bank, will nurse and promote this globalisation through coherence of policies and strategies
relating to trade, money, finance and development. These will have far reaching effects in
shaping not only the destiny of the people of individual nations but also that of mankind as a
whole.

2.1.3 Governments all over the world are coming to terms with the new international order.
The rapid pace of political and technological change and fast-moving globalised markets are
posing fundamental questions as to the role of the government and how it can lead nations to
respond to changing circumstances. The relationships and balances between governments, the
private sector and non-government organisations (NGOs) are rapidly changing. Performance
of the government in all sectors is subject to greater scrutiny and accountability. Situation as
obtaining in Bangladesh today warrants a new vision to accelerate and sustain growth,
alleviate poverty, take advantage of new opportunities and meet challenges of the future, and
enable the private sector to realise its full potential and play its rightful role in a competitive
global market. In this context, Bangladesh will have to redefine the role of the government;
overhaul the rules and processes by which the government conducts its policy and decision
making functions; streamline the regulations, laws and processes through which the
government interacts and regulates citizens and the private sector, maintains an honest,
efficient, committed and professional public service and enhances accountability and
responsiveness of public agencies to citizens they are mandated to serve.

2.1.4 Until recently, it was a common practice to compartmentalise human activities and
their effects within nations, within sectors (agriculture, industry, energy, trade, services, etc.)
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and within broad areas of concern such as economic, social and environmental issues. Now,
these compartments have begun to dissolve. Today, all have come to realise that
impoverishing the local resource base can impoverish wider areas, even beyond the borders of
countries. Deforestation in the highland causes destructive flooding in the lowland and
adversely affects downstream nations. Fertilisers used for boosting agricultural production,
pesticides used for protecting plants and crops and pollution from factories destroy fishery
and rob fishermen of their means of livelihood. Degradation of agricultural land drives
millions from their rural homesteads not only towards urban centres but also across national
boundaries, thus turning them into economic refugees. Sustainable long-term development
must address these environmental and social concerns.

2.1.5 Over the past few decades, life threatening environmental concerns have surfaced.
Rural arable lands are coming under pressure from increasing number of farmers and the
landless. Cities are being increasingly crowded with people, automobiles and factories. A
significant part of GDP is derived from agriculture, forestry, energy production and mining
as well as export of natural resources. There is, thus, enormous economic pressure, both
domestic and international, to overexploit the natural resource base.

2.1.6 New technology is the mainspring of higher economic growth through increases in
productivity and income. Access to it not only improves the efficiency and shifts the
competitive edge of a nation but also offers the potential to economise the consumption of
rapidly depleting resources. However, at the same time, it also contains risks, including new
forms of pollution. Introduction of genetic engineering could have far reaching effects on the
mankind. Time has come to revisit the conventional ‘green-revolution’ technologies that
depend upon the intensive use of energy, chemicals such as fertilizers and pesticides, for
boosting agricultural production which, experience has shown, cannot be sustained at high
level indefinitely. Progressively increased recourse to organic input-based bio-technologies,
which will have the advantage of being ecologically sound and sustainable over a longer
period of time, is the imperative of the hour.

2.1.7 For women, it is still an unequal world. This inequality varies from country to country
as it does from society to society. It is true that after centuries of neglect, the past two
decades, as part of an integrated approach to human development, have witnessed the
demonstration of great awareness and considerable concern for closing the gender gap
through building women’s capabilities. Despite this, disparity between women and men
persists - in their access to education, health and nutrition, in their right to life and property
and protection by their societies and legal systems. This determines the pace of progress of a
nation and how much women can contribute to and benefit out of this progress.

2.1.8 The Constitution of the Republic provides clear directives which the government has
to take into account while formulating development goals, objectives and strategies.
Fundamental Principles of State Policy, as embodied in the Constitution, while addressing
the issue of meeting the basic needs of the people, vest on the state the responsibility to attain,
through planned economic growth, a constant increase of productive forces and a steady
improvement in the material and cultural standard of living of the people, with a view to
securing to its citizens:
a. the provision of the basic necessities of life, including food, clothing, shelter,
education and medical care;
b. the right to work, that is the right to guaranteed employment at a reasonable wage
having regard to the quantity and quality of work;
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c. the right to reasonable rest, recreation and leisure; and

d. the right to social security, that is to say, to public assistance in cases of undeserved
wants arising from unemployment, illness, or disablement; or, suffered by widows or
orphans, or in old age, or in other such cases.

2.1.9 On the question of equity, the Constitution unequivocally undertakes that the State
shall endeavour to ensure equality of opportunity to all citizens and shall adopt effective
measures to remove social and economic inequality to ensure equitable distribution of wealth
among citizens and of opportunities in order to attain a uniform level of economic
development throughout the Republicz‘

2.1.10 With regard to rural development, the Constitution provides that the State shall adopt
effective measures to bring about a radical transformation in the rural areas through
promotion of an agricultural revolution, provision of rural electrification, the development of
cottage and other industries, and improvement of education, communications and public
health, in those areas, so as to remove progressively the disparity in the standards of living
between the urban and rural areas3.

2.1.11 On the issues of promoting local government institutions and mainstreaming of
women in development, the Constitution commits that the state shall encourage local
government institutions composed of representatives of the areas concerned with special
representations, as far as possible, of peasants, workers and women; and that steps shall be
taken to ensure participation of women in all spheres of national life4.

2.1.12 Regarding human resources development, the Constitution requires the State to adopt
effective measures for the purpose of establishing a uniform, mass-oriented and universal
system of education and extending free and compulsory education to all children to such stage
as may be determined by law, relating education to the needs of society and producing
properly trained and motivated citizens to serve those needs, and removing illiteracy within
such time as may be determined by law. In this context, the Constitution further provides that
the State shall regard raising the level of nutrition and improvement of public health as among
its primary duties?.

2.1.13 On the establishment of a corruption free society, creating and sustaining equal
opportunities, the Constitution provides that the State shall endeavour to create conditions in
which, as a general principle, persons shall not be able to enjoy unearned incomesO.

2.1.14 Towards the objective of good governance, the Constitution provides for separation
of the judiciary from the executive organs of the State and establishment of a pro-people
public service system, every member of which, will strive at all times to serve the people7.

Notes: Paragraphs with subscripts 1, 2, 3, 4, 5, 6, and 7 correspond to Articles 15, 19, 16, 9 and 10,
20(2) and 22 and 21(2) of the Constitution of the People’s Republic of Bangladesh, respectively.
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2.2 Nature and Focus of Fifth Plan

2.2.1 Keeping in view the changing structure of the global economy, the Fifth Plan has been
prepared within a flexible framework. In a radical departure from traditional planning model,
the Fifth Plan framework rests more on flexible projections and forecasts of incremental
change in various development parameters than on rigid targets for realisation during the Plan
period. In the context of increasing globalisation of the economy, the Plan places markets at
the centre but, at the same time, attaches due importance to the appropriate role of the
government and the public sector, as required to fulfil the constitutional obligations of the
State for raising the standards of living of all citizens of the country. In recognition of
inevitable imperfections in information, competition and play of market forces in a
developing country like Bangladesh, the Plan envisages appropriate and effective
interventions in the market to remedy well-identified problems emanating from these
imperfections.

2.2.2 To fulfil their central role in efficient resource allocation and increasing wealth and
living standards, markets need enabling environment and supportive infrastructures. The
government will promote, guide and develop markets. The Plan presents, in details, various
policy packages, which will provide necessary enabling environment for efficient functioning
of the private sector. The Plan also outlines areas of activities from which the government
will divest away at the quickest possible pace. This will assist the private sector in planning
its future investments. Further, a comprehensive policy package has been presented in the
Plan which is expected to attract much needed foreign direct investment during the Plan
period.

2.2.3 The greater part of GDP growth during the Fifth Plan period is expected to come from
the private sector. The private sector's share of investment, as estimated in the Plan, is more
indicative than abiding in nature and should not be construed as any limit on private
investments. For promoting market-based development, the role of the government will be
limited mainly to the establishment of the educational, technological, financial, physical,
environmental, and social infrastructure of the economy. The government will also provide
those utilities/services where the private sector is not forthcoming. Needless to say that
construction of such infrastructure is beyond the capacity or interest of any single firm. The
Plan, therefore, provides necessary resources for investment by the government and the public
sector in these areas with a clear indication that the government will not be a competitor to
the private sector.

2.2.4 The Fifth Plan has another added dimension. It departs from the concept of central
planning in a significant way. In tune with the government's thrust on strengthening local
government institutions at all tiers and their developmental role, a major focus of the Fifth
Plan is local level participatory planning and integration of the local level development
programmes/projects with those at the national level. In this context, necessary reorientation
of the role of the Planning Commission is envisaged. Further, the Fifth Plan envisages an
active coalition of the government and the NGOs on the development front so that the full
potential of the NGOs in complementing the development efforts of the government can be
tapped in a cost effective manner.

2.2.5 The Fifth Plan has sufficient built-in flexibility. Its performance will be regularly
monitored. The projections and forecasts of the Plan, based on available data and reasonable
assumptions about improvement in institutions and other exogenous variables, will be
reviewed and revised, if actual performance so dictates.
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Objectives of Fifth Plan

In the context of prevailing global realities and in compliance with the aforementioned

constitutional obligations and to the end of fulfilling the commitment made to the people
before the national election in June 1996, the government has set out its development goals
and objectives and, at the same time, enunciated supportive policies and strategies to bring
about the long-cherished socio-economic transformation for building a happy and prosperous
Bangladesh. Development goals and objectives of the Fifth Plan are briefly presented below:

a.

Alleviation of poverty through accelerated economic growth (on an average 7 per cent
per annum) during the Plan period to bring about a noticeable improvement in the
standard of living of people by raising their level of income and meeting their basic
needs. In this context, alleviation of poverty will be considered as synonymous with
development.

Generation of substantial employment opportunities and increase in productivity
through an optimal choice of the traditional labour intensive and new capital-
intensive technologies.

Improvement in the quality of life of the rural population through mobilisation of the
rural masses and resources at their command as well as channelling increased volume
of invisible resources to the rural economy so as to attain an accelerated growth in
rural employment and income.

Transformation of the rural socio-economic structure into a more equitable, just and
productive one and empowerment of the rural poor through ensuring their increased
access to resources.

Attainment of food production beyond the self-sufficiency level in the shortest
possible time and of higher production of diversified high-valued export goods.
Human resources development with emphasis on compulsory primary education and
vocational training and foundation laying of a knowledge based society.

Development of necessary infrastructure, utilities and other services needed to
promote growth, particularly in the private sector, with special attention to generation
of power, exploitation of gas, coal and other natural resources and to the development
of rural infrastructure, including market outlets, for marketing rural products within
and outside the locality.

Development of industries essentially based on comparative advantage of the
country.

Development of hitherto neglected areas like the north-west region, Chittagong Hill
Tracts and coastal areas.

Achievement of a lower population growth rate (1.32 per cent) by the terminal year of
the Plan, coupled with provision of necessary health care and improved nutrition of
mother and child.

Strengthening of the country’s scientific and technological base with emphasis on
research and development of new generation technologies, including in areas such as
electronics and genetic engineering.

Protection and preservation of environment by putting in place adequate regulatory
regimes and effective institutions, keeping in view the need for regeneration, recycling
and optimum exploitation of natural resources consistent with sustainable
development.

Closing the gender gap, giving priority to women’s education, training and
employment and special support for education of the girl child.
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n. Establishment of social justice through equitable distribution of income, resources and
opportunities, and creation of effective safety nets for the socially and economically
disadvantaged sections of the population and by strengthening the law and order and
the rule of law.

o. Putting in place effective local government institutions, at the union, thana and zilla
levels, and vesting on them the power and responsibilities for design, formulation and
implementation of local level development programmes and projects, with active
participation of people belonging to all strata of the rural society as well as through
effective co-operation between the local government institutions and non-government
organisations.

2.4 Strategies of Fifth Plan

2.4.1 Poverty alleviation and rural development: Bangladesh is poverty-ridden. Poverty is
reflected in its low per capita GNP, dominance of cereals in food-intake and low standards of
nutrition. Average daily calorie intake per capita hardly exceeds 2,000 K. cal. The vast
majority of the people are still ill-fed, ill-clothed, ill-housed and ill-educated, and the
percentage of absolute poor in Bangladesh is one of the highest in the world. Bangladesh is
trapped in the vicious circle of poverty which is characterised by large scale unemployment
and underemployment, low level of income, low productivity due to deficiency of capital,
weak technological base, market imperfections and lack of skill.

2.42 About 80 per cent of the population lives in the rural Bangladesh and about half of
them live in abject poverty. The aim of rural development is not only to lift the poor above
the poverty line but also to bring about improvement in the quality of both material and
cultural life. It will include both widening and deepening the production and technological
base of the rural economy and expanding public services, such as, primary education, health
services and transport and communication in the rural areas. The success of the rural
development strategy will, however, depend on containing successfully the problem of
population growth on the one hand and providing opportunities for productive employment of
family labour including women, on the other. In the present democratic setting, the prime
mover of rural development will, in fact, be the people themselves, while the government
will act as a catalytic agent through provision of an enabling policy framework and support
services to complement local efforts. As reflected in the plan of actions already initiated by
the government, effective local level institutions will be put in place and practical modalities
will be worked out for active participation of local people in evolving a framework for grass-
root planning and implementation of local level development programmes and projects.

2.4.3 Accelerated agricultural production : Keeping in view the target of raising the
cereal production level to 25 million tons by the year 2002, the Plan seeks an overall
accelerated growth in agricultural production and productivity. Agricultural development is
still synonymous with the economic development of Bangladesh. Without rapid change in
agriculture, there can hardly be any rural or national development in Bangladesh, nor can
there be any significant reduction of poverty. All efforts will, therefore, be geared to provide
the thrust necessary for boosting agricultural production. While self-sufficiency in food grains
at a higher level of per capita consumption is a major objective of the Plan, a more
nutritionally enriched diet of the population will also be provided through substantial increase
in the production of oil-seeds, pulses, fruits and vegetables, fish, eggs, livestock, poultry and
dairy products. Besides, more attention will be given to increased production of high-value
cash crops.
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2.4.4 The modernisation of agriculture will be sought through the provision of extension
services, training, requisite inputs and credit to farmers. Such a change of agriculture requires
high cash investment, as producing more for market involves risk which small farmers and
share - croppers cannot generally afford to undertake. Optimum use of modern inputs, along
with land, water and labour, is difficult to attain because land is owned in small plots by the
majority of the farmers; a large proportion of farmers are landless, while some land is owned
also by those who are not farmers. A land use plan for various crops and purposes is
envisaged in the long run, with focus on sustained increases in yield. It may not, however, be
necessary to interfere with the ownership of land beyond what is envisaged by the Land
Reform Act of 1984; what is intended is to influence land use and production plans at the
village level indirectly through information, extension and an appropriate package of
incentives.

2.4.5 Agricultural production strategy has to be improved to implement institutional changes
to cope with market forces. Appropriate policy relating to pricing, input supply, support
services and infrastructure development will have to be put in place.

2.4.6 The main thrust of the agricultural production programme will be increased irrigation
coverage, better water management and variety improvement of rice and wheat. Irrigation
coverage will be increased further during the Plan period with emphasis on minor irrigation
projects and full capacity utilisation of irrigation facilities including supplementary irrigation
during Aus and Aman seasons. Area under HY Vs of rice and wheat will be expanded through
extension of water management and fertilizer use will be further increased during the Plan
period. Availability of fertilizer will be ensured not only by making better capacity utilisation
of existing fertilizer plants through implementation of necessary BMREs, but also by setting
up new plants at an early date. Market mechanism will be used to ensure timely import and
efficient distribution of different agro-inputs. Greater use of organic manure will also be
encouraged. Seed multiplication and storage facilities, both in public and private sectors, will
be part of the agricultural development strategy. Credit facilities will be increased through
greater allocation and better management of funds. A major effort will be made to put in
place adequate marketing, transport, and storage facilities as well as necessary price support.
Efforts will be made to increase domestic production of most inputs required for agriculture
and rural development, including fertilizer, agricultural implements and tools.

2.4.7 Efforts will be made to maintain appropriate incentive prices for important agricultural
commodities through market mechanism and policy instruments. Procurement and storage
efforts will have to be greatly improved. Adequate buffer stock will be built up to tide over
the difficulties of lean periods and natural hazards and a marketable surplus will be sought by
gearing up production of essential items. Subsidies on fertilizer and other inputs, if needed,
will be selectively provided with due regard to economy and efficiency of such subsidisation.
Prices of major food items such as rice, wheat, edible oil, sugar, baby food, pulses, fish,
poultry, etc., may also have to be stabilised on social development considerations through
appropriate pricing, distribution and production policies. Food policy will be properly
integrated with the agricultural programme, as output of food and its price influence the
production of jute, sugarcane, pulses, oil seeds and other cash crops.

2.4.8 To sum up, the strategy for attaining the projected increase in agricultural production
will consist of strengthening the policy environment and the technological base, establishing
grass-root level organisations for planning and implementation as well as provision of
necessary support services.



46

2.5 Local Level Institutions for Participatory Rural Development

2.5.1 Local level institutions, at different tiers, had fairly deep roots in Bangladesh. Various
experiments were carried out with local level institutions, particularly from 1958 onwards,
primarily with the objective of establishing a centralised system of administration in the name
of devolution of administrative authority, but in fact, to keep the people out of the decision-
making process. Thus, the people of Bangladesh, particularly the rural people who comprise
about 80 per cent of the country’s population, lost almost half a century during which their
participation was virtually absent from the very process of development they were supposed
to be the beneficiary of.

2.5.2 However, in the background of lost opportunity for development and abject rural
poverty, growing awareness of the people as well as deeper insight into the miserable plight
of the rural poor by the civil society, the concept of decentralisation and revitalisation of the
local level institutions started capturing the imagination of academicians and policy-makers.
As a result, some fresh initiatives were launched during the 1980s for revitalising local level
institutions, at various tiers and delegating to them some developmental roles, along with
powers to raise some resources locally. These were, however, rendered dysfunctional, through
the extended arms of the central government, and the only local level institutions that remain
still in place are the Union Parishads (UPs).

2.5.3 The fundamental premise of participatory development is development by the people
and for the people. Popular participation manifests in the collective endeavour by the people
concerned in an organised framework to pool their efforts and whatever other resources they
decide to pool together to attain objectives they set for themselves. Participation, thus, is
viewed as an active process in which participants take initiatives and actions that are
stimulated by their thoughts and deliberations and over which they can exert effective control.
In this context, the local level institutions become important in providing the institutional fora
for both empowerment of people and promotion of participatory rural development in a cost-
effective and sustainable way.

2.54 In this backdrop, the government, immediately on its installation, established a
Commission to make an in-depth study and come up with recommendations on the forms and
functions of local government institutions at different levels. Following the recommendations
made by the commission, local level institutions at village, thana and zilla levels will be
established with elected local representatives. Besides, Union Parishads and Pourashavas will
be strengthened both functionally and financially. All these local government bodies will be
entrusted with the responsibility to formulate and implement local level development
programmes/projects, manage educational institutions, run health and family welfare services
as well as to maintain local level infrastructures. Necessary laws will be enacted to empower
these local level institutions to mobilise and raise resources for local level activities thus
lessening the burden on the central government. Law has already been passed to strengthen
and broad base women's representation in Union Parishads.

2.5.5 To ensure people's participation in the development process, local level institutions will
be encouraged to evolve on a spirit of self-help. They will also provide a system for efficient
use of voluntary labour in various fields of the rural life, not only in production but also in
community development. The government's role here will be catalytic and promotional.
Using the local government institutions, the Plan emphasises building grass-root level
production organisations among the target groups to promote a back-to-back relationship
between policies and felt needs of the people. An important area will be rural human resource
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development. To satisfy this, the literacy rate has to be raised significantly through measures
stated in the Fifth Plan. A bottom-up participatory process with emphasis on local level
initiative will constitute the cornerstone of socio-economic development in Bangladesh under
the Fifth Plan.

2.5.6 Land is the most scarce resource in Bangladesh. Its proper utilisation is a necessity for
the success of the Plan, as it ensures effective employment of the rural labour force and higher
output. Positive steps will be taken to provide an institutional framework for production and
employment planning at the local level and ensuring better use of land, water and human
resources. It is recognised that local level institutions for promotion of production,
employment, voluntary consolidation of holdings, etc., cannot perform readily without
adequate policy support and necessary changes in the legal system.

2.5.7 The local institutions will also encourage and organise fish, poultry and livestock
development. Employment of the rural landless will receive particular attention of the local
organisations. Such organisations will face initial problems and can be perfected through a
gradual process to encompass the rural life, concerned not only with production but also
community services like health, education, population planning and human resources
development.

2.5.8 In the Fifth Plan period, concrete steps will be taken to strengthen the local
government institutions in three hilly districts and to set up a co-ordinating body for three
Zilla Parishads of this area in accordance with the Peace Treaty concluded on December 2,
1997.

2.6 Population

2.6.1 Despite efforts in the past to contain the growth rate, the population is still growing at
the rate of 1.75 per cent, adding almost 2.2 million people every year. Even if NRR-1 is
achieved by the year 2005, about 1.2 to 1.3 million people per year will be added, increasing
man/land ratio, aggravating the unemployment problem and consequently thwarting the
prospects of socio-economic development of the country. Due to the young age structure of
Bangladesh’s population, more effective efforts will be called for to arrest the demographic
momentum.

2.6.2 Till now, the focus of population control programmes has been on the delivery system.
However, a breakthrough cannot be achieved without a large increase in mass literacy and
development of institutions such as women’s co-operatives and mother’s centres. In addition,
vocational training programmes and skill-development will also have a bearing on population
and development parameters. The local government institutions will have to be oriented to the
goal.

2.6.3 In the Fifth Plan period, the Union Health and Family Welfare Centres (HFWC) and
Mother and Child Welfare Centre (MCWC) will be focal point of Mother and Child Health
(MCH). The providers of both health and family welfare services at the village level will have
greater co-ordination to provide unified services under the overall supervision of the Medical
Assistant/M.O in charge of the HFWC/MCWC. He/she will be responsible for both health
and family planning/MCH service delivery and report for activities to the THA and TFPO,
respectively. This integrated service structure will ensure economies of scale and better
utilisation of HFWC/MCWCs. To enable it to play a more effective role, the National
Population Council will have to be suitably strengthened.
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2.7 Human Resources Development

2.7.1 A strategy of human resources development is a precondition for gainful employment
generation. The essential elements of the human resources development strategy are skill
formation and raising the technical capacity of the population through education and training,
research and extension, and an institutional set-up with appropriate linkages between all these
elements. It has two sets of needs to which to respond. Besides those receiving formal
education, there is the existing labour force in rural and urban areas whose technical skills
will have to be upgraded. As they are either engaged in productive activities or are age-barred
and thus ineligible for formal education, wide-spread non-formal programmes for education
and training will also have to be organised. These non-formal programmes have to be
effectively linked with productive activities like agriculture, animal husbandry, rural
industries, transportation, trade and services. Particular emphasis will be placed on non-
formal programmes, on-the-job training, training for self-employment and development of
small entrepreneurship.

2.7.2 Human resources development is a pre-requisite for sustainable development. Planning
for sustainable development, in turn, requires an emphasis on an integrated approach. In
Bangladesh, with two primary resources, man and land, the former overwhelming the latter,
existing inequality in the distribution of land can be mitigated by equitable development of
human resources and equitable access of all to the benefits of development.

2.7.3 It is envisaged to set up a network of institutions to be termed "community schools"
which will provide effective linkages between formal and non-formal education. The
"community school”, based on existing secondary schools will actively encourage
participation of the community in enhancing the quality of education through establishment of
teacher-parent associations and curriculum advisory committees comprised of progressive
farmers, locally available experts and local leaders. These schools will also actively
participate in community development projects to instil a spirit of community involvement.
While the community schools will provide formal training to its students, its resources,
physical and human, will be fully utilised with appropriate supplement from other sources to
provide a range of programmes of non-formal education and training for adults. Training
centres for non-formal programmes are, at present, lacking below the Thana level; community
school will fill this important gap and make such training facilities available at the Union
level.

2.7.4 Research being essential in any programme of human resources development, the Fifth
Plan will provide resources to appropriate institutions for carrying out applied research which
has a bearing on development. This will, among others, cover agronomy, farm management,
small industry, "appropriate technology", employment and marketing. The Fifth Plan will
ensure that research results which prove to be economically viable and promise sufficiently
high returns on investment are translated into practice through appropriate policies and
extension services.

2.8 Education

2.8.1 The objective of attaining a better quality of life can be realised, through spread of
literacy. The ability to read and write is an important asset of man in modern life. It helps in
better understanding, efficient use of modern inputs in farming, facilitates transactions, enable
better land management, encourage use of family planning devices and above all, secures use
of democratic rights of a citizen. Universal primary education is, thus, a precondition for
modernisation and growth.
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2.8.2 Along with spread of primary education, removing illiteracy is considered an important
strategy for social and economic development of the masses. Since resources are limited,
there cannot be a simultaneous increase of investment of public funds at all levels of
education. It is necessary to economise the use of resources with greater emphasis on efficient
use of facilities, devoting more resources to primary education prioritising higher education
to the meritorious students and inducing the private sector to play a more effective role in
making the nation literate. Thus, expansion of primary and mid-level technical education in
the public sector, along with increased participation of the private sector in all tiers of
education, particularly in rural Bangladesh, will be pursued as a central strategy in the
education sector during the Fifth Plan period.

2.9 Private Sector - Dominant Player

2.9.1 In tune with the current global trend, the government has committed itself to the
market economy and has been pursuing polices through which the private sector will play the
dominant role in the country’s development efforts. In all cases where public ownership is
retained, efficiency must be increased through improving management, decentralising the
decision making process, ensuring commercially viable operations and following economic
pricing of all goods and services produced by the parastatals. Success in management is to be
rewarded through appropriate incentives, while inefficiency and poor performance will bring
punitive actions. Professionalism in management will be an important element of the public
sector strategy. Public sector monopolies will be progressively brought into the competitive
areas and the parastatals will be gradually disengaged from those activities in which the
private sector is well suited to perform efficiently.

2.9.2 While social direction of private enterprise in certain fields may be necessary to
safeguard the people’s interest, private enterprise will continue to be the main lever for
development in all areas where they have demonstrated satisfactory performance or are likely
to be more efficient. In particular, entrepreneurship will be encouraged through training,
extension services, input supply, credit and marketing facilities. Emphasis will be placed on
strengthening the financial and capital markets through appropriate policy measures so that
there can be a better mobilisation of resources, in particular private resources from abroad, for
productive investments.

2.10 Export-led Industrialisation

2.10.1 Bangladesh has placed huge emphasis on export-led industrialisation strategy. In order
to bring about sustained growth in exports, conscious policy shifts have been initiated to
transform a regulated economy into a market economy and a wide range of policy reforms
have been implemented. The major elements of these reforms, among other things, include
liberalisation of imports and streamlining of import procedures, rationalisation of tariffs and
reduction of tariff levels and elimination of quantitative restrictions to the extent possible,
adoption of a market-oriented flexible exchange rate policy and provision of more effective
and transparent export promotion measures.

2.10.2 An important prerequisite for development of export industries is the availability of
well-developed infrastructure. Export Processing Zones (EPZs) provide this infrastructure
and other incentives, under a single package and thus have been able to attract foreign direct
investment (FDI). In extending this approach further so as to attract substantial FDI, the
government has adopted the policy of entrusting the private sector with the responsibility of
developing private export processing zones as well.
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2.10.3 An enabling policy environment as well as further promotional measures, along with
simplification and minimisation of the regulatory and legal frameworks will be put in place to
encourage entrepreneurial initiative and foreign direct investment for the development of
export-oriented industries during the Fifth Plan.

2.11 Employment and Income Generation

2.11.1 A strategy of production for meeting basic needs of the people must be matched by a
viable strategy of employment generation and human resources development so that the poor
may have access to income. There is huge unemployment and under-employment in the
country. The growth of employment in the past did not keep pace with the growth of the
labour force and unemployment and under-employment remain very high. In the past,
employment goals were generally derived as a by-product of investment strategy; thus, it did
not receive as much priority as it should have, as a national problem. A comprehensive
employment strategy will be the corner-stone of the Fifth Plan, with productive employment
generation, particularly in the rural area, as an overriding objective reflected in all
programmes and projects.

2.11.2 A large increase in employment in the Fifth Plan period is envisaged in agriculture.
This will materialise partly through increasing the cropping intensity and expansion of high
yielding varieties of crops which require substantially more labour inputs than traditional
varieties. Fisheries, livestock and forestry will also contribute to a significant increase in
employment. Infrastructure building, especially in the rural areas, through the sectoral
programmes, in addition to the rural works programme and the food for works programme
will result in a sizeable increase in employment. Rain-fed agriculture, intercropping, and
farming system development will be given particular attention.

2.11.3 As a part of the strategy for productive employment, rapid industrialisation will be
pursued. There will be a selective promotion of appropriate technology in directly productive
sectors, through research, adaptations and diffusion of efficient technologies. Emphasis will
be given on productivity enhancement simultaneously with employment generation.

2.12 Microcredit

2.12.1 Empowerment of the poor is contingent on their access to resources, which in turn,
enhances the productive capacity of the poor and helps alleviate poverty. This is the vision
on which the Grameen Bank launched its innovative microcredit banking system to reach the
poor, who have nothing to offer as collateral for borrowing from the conventional banking
system. The success of the Grameen Bank has created optimism about the viability and
vitality of the innovative approach of reaching the poor with credit they desperately need.
NGOs like BRAC, PROSHIKA, ASA and others also reach the poor with microcredits. The
delivery of microcredit is assisted by appropriate training and motivation, formation of
associations, arrangements for supply of inputs and provision of market outlets for the sale of
products produced by the small entrepreneurs. In the Fifth Plan, every effort will be made to
extend microcredit and related activities.

2.13 Good Governance

2.13.1 Accountability to the people, transparency, efficiency and incorruptibility in
conducting the business of government and, above all, non-discriminatory application of the
laws of the land are some of the major features of a good government. The present
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government, in pursuance of its constitutional obligations, is committed to the nation to
ensure good governance. For this, the government will chalk out an action programme and
will make an all out effort to implement it.

2.13.2 The action plan will embody, among other elements, design of a legal framework for
strengthening the mechanism for law enforcement and speedy delivery of justice, public
administration reform, downsizing of the government, rationalisation of parastatals,
simplification of systems and procedures for delivering public service in a cost-effective
manner and modalities for involvement of civil society in development management. It will
also require redefining the role of the state and reorienting the mind-set of the bureaucracy.

2.14 Resource Mobilisation

2.14.1 Currently, Bangladesh is dependent on foreign aid for around 50 per cent of its
development outlay. Exports pay for less than half of its imports. This dependence on foreign
aid has had several undesirable consequences. The main problem is that, it results in a
compromise of the interest of the country with those of the suppliers of development
resources. It has also serious effects on the choice of technology. Heavy dependence on aid
prevents realistic annual programming of development activities. For all these reasons,
reducing dependence on aid by mobilisation of a greater amount of domestic resources and
increasing export earnings will be an important element of the development strategy during
the Fifth Plan. Side by side, efficient import substitution, reduction of imports of luxury items
and more productive use of indigenous resources as well as of remittances from the citizens
of Bangladesh abroad are necessary imperatives for attaining a greater degree of self-reliance.

2.14.2 Dependence on external resources has also raised other serious issues relating to
criteria for project selection and institutional capacity for project implementation and
management. There have been long discussions and debates on absorptive capacity
constraints, project quality and project sustainability issues. In the context of these
considerations, the government is committed to carry out a comprehensive review of public
investment programmes and initiate work on project prioritisation. A review of public
expenditure and its management will also be undertaken concurrently which will not only
sharply focus the development programmes but also relate these with the long-term
development vision of the nation as articulated in the constitution of the country and as
reflected in the commitment made by the government. At the sametime, domestic savings will
be raised through appropriate development of capital market and innovation of savings and
investment instruments.

2.14.3 Resource availability can be augmented significantly if management and capacity
utilisation of parastatals are improved and they are allowed to charge competitive prices. A
necessary prerequisite for price freedom, however, is the creation of cost-consciousness in
public corporations to eliminate wastage and improve efficiency. Economical use of resources
can also be achieved by holding down the expenditure on public administration with
improvement in the quality of services. Furthermore, there is a considerable scope of
mobilising more resources out of existing taxes through overhaul and improvement of the tax
collecting machinery as well as through widening of the tax-net.
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CHAPTER 111
PLAN SIZE SECTORAL ALLOCATION AND PROJECTIONS

3.1 Introduction

3.1.1 The Fifth Five Year Plan aims to put Bangladesh on a path of self-sustaining growth for
the improvement of socio-economic condition of the people. Acceleration of GDP growth will
allow the economy to break through the continuing poverty syndrome. While there has been
substantial improvement in recent years in macroeconomic management, the Plan recognises
the need for massive investment, with private sector playing the major role for rapid growth and
efficiency.

3.1.2 Total outlay of the Fifth Plan is projected to be Tk.1,959.52 billion. Of this, the major
share (56 per cent) is anticipated from the private sector (Tk.1,100.58 billion), exceeding its
share in all the previous Plans. Table 3.1 shows the sizes of the successive Plans and relative
shares of the public and private sectors.

Table 3.1
Plan Sizes and Relative Shares of Public and Private Sectors

(in million Taka)

Plans At Respective Base Year Prices At 1996/97 Prices
Plan Size Public Private Plan Size Public Private
Sector Sector Sector Sector

First Five Year Plan 44,550 39,520 5,030 569,448 505,153 64,295
(1973-78) (100.00) (88.71) (11.29)
Two Year Plan 38,610 32,610 6,000 156,121 131,860 24,261
(1978-80) (100.00) (84.46) (15.54)
Second Five Year Plan 172,000 111,000 61,000 554,562 357,886 196,676
(1980-85) (100.00) (64.53) (35.47)
Third Five Year Plan 386,000 250,000 136,000 749,958 485,724 264,234
(1985-90) (100.00) (64.77) (35.23)
Fourth Five Year Plan 620,000 347,000 273,000 784,040 438,809 345,231
(1990-95) (100.00) (55.97) (44.03)
Two Year Plan Holiday 508,760 217,160 291,600 515,700 220,100 295,600
(1995-97) (100.00) (42.68) (57.32)
Fifth Five Year Plan 1959,521 858,939 1100,582 1959,521 858,939 | 1100,582
(1997-2002) (100.00) (43.83) (56.17)

Note : a. Plan sizes and shares of the public and private sectors at respective base year prices are adjusted to
1996/97 (Fifth Plan base year) price level by using BBS investment deflator.

b. Figures in the parentheses are sectoral shares in percentages. Percentage shares of the public and
private sectors at 1996/97 prices are same as at respective base year prices, because of the use of
uniform investment deflator for both the public and private sectors.

3.1.3 Public sector investment comprises of investment components of the Annual
Development Programme (ADP), capital expenditure components of the revenue budget and
own investment of the parastatals. During the Fifth Plan, public investment will mainly be
directed for expansion of public utilities like power and gas, development of physical
infrastructures like roads and embankments, expansion of social infrastructures like health
and education, alleviation of poverty and strengthening of public administration for efficient
response to the need of market economy. However, some public investment in productive
enterprises will be necessary where private sector may not be forthcoming to a desirable
extent.
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3.1.4 Private sector will be the main agent of growth during the Fifth Plan. Commitment to
a free market economy, privatisation of public enterprises, deregulation and liberalisation of
public control, reforms and structural adjustments will create an enabling environment for
expansion of the private sector. Private sector will be encouraged through proper incentives
and facilities to establish an export-led industrial base. For this, foreign direct investment
(FDI) will act as the lever for inflow of new technology, management skill and market
promotion. Priority will be given to the creation of a transparent and conducive environment
where a dynamic private sector can flourish. Private investment is projected to be Tk.1,100.58
billion in the Plan. This is, however, an indicative figure but will guide public policies during
the Plan period. Given the GDP growth rate of 7 per cent and estimated incremental capital
value added ratios(ICVRs), total investment has been estimated at Tk.1,867.49 billion.
Within the resource envelope, a feasible quantum of public investment has been worked out
to be Tk.766.91 billion and private investment followed residually. It gives the minimum
level of investment which the private sector can undertake. Chapter VI elucidates the fiscal,
monetary and industrial policies which will be necessary to bring forth a higher level of
private investment. With the accelerated growth, savings is expected to rise faster,
particularly at the household level. To transform such savings into investment, the
government will step in to mobilise household savings for private investment through
minimisation of investment risk. The Plan envisages mobilisation of private savings also
through issuing various kinds of bonds. It is envisaged that the surplus funds so generated in
the public sector will be transferred to specialised banks or development financing institutions
for financing private investment, particularly in those thrust sectors where private investment
may be shy.

3.2 Investment Profile

3.2.1 Sluggish growth of the economy in the past may be attributed largely to the low rate of
investment obtaining in the country. Severe natural calamities and adverse international
environment also contributed to this unsatisfactory performance. GDP growth rate staggered
around 4 per cent over the last twenty years. The level of investment was generally low from
the mid 1970s to 1980s, fluctuating from year to year. However, the investment rate started
rising steadily from the beginning of 1990s. The investment/GDP ratio, which declined to
11.5 per cent in 1990/91 from 12.9 per cent in 1988/89, increased to 17 per cent in 1995/96.
Various reform programmes undertaken to encourage the private sector, as parts of the
Structural Adjustment Programme, started to pay off in the early 1990s leading to a rise in
the level of investment.

3.2.2 The Fifth Plan aims at raising the GDP growth rate to a level that will take Bangladesh
to the threshold of take-off in the shortest possible time and allow an efficient and effective
pursuit of poverty alleviation programme through generation of high level of productive
employment opportunities. It projects GDP growth at an average annual compound rate of 7
per cent but the growth of the economy will be accelerated over the years. In the first year,
the rate is estimated at 6 per cent and in the terminal year at 8.3 per cent. Higher growth rate
will be brought about through higher rate of investment and greater efficiency by pursuing
productivity enhancing policies and skill development. Even at this GDP growth rate, against
an expected average population growth rate of about 1.37 per cent per annum, it will take
about 10 years for an average poor person to cross the poverty line.

3.2.3 ICVRs for various years of the Fifth Plan reflect the gain in productivity. Estimated
average ICVR for the Plan period is 2.85, reflecting the government's determination to reach
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a level of efficiency higher than now existing in the economy. Investment in this Plan
represents addition to fixed capital stock(net of depreciation), and as such does not include
wages and salaries. The Fifth Plan aims to achieve a higher efficiency in capital use with a
suitable technology-mix, greater utilisation of existing capacity, higher labour productivity
and improved management in a competitive market environment. GDP growth rates, ICVRs
and investment rates are shown in Table 3.2. In the first year, investment/GDP ratio will be
18.21 per cent and in the terminal year 25.1 per cent.

Table 3.2
Investment Profile for Fifth Plan
(at 1996/97 prices)
(in million Taka)
Year GDP GDP Growth ICVR! Investment Investment as
Rate (%) Percentage of GDP

1996/97 1,402,580 5.70 2.90 243,686 17.37
(Base Year)
1997/98 1,486,735 6.00 2.89 270,690 18.21
1998/99 1,580,399 6.30 2.87 308,430 19.52
1999/2000 1,687,866 6.80 2.85 365,592 21.66
2000/2001 1,816,144 7.60 2.84 428,973 23.62
2001/2002 1,967,191 8.32 2.83 493,806 25.10
Total/Average - 7.00 2.85 1,867,491 -
(Fifth Plan)

"ICVR has been estimated econometrically. The estimation period for the regression has been the post-flood
years from 1988/89 to 1995/96. The regression gives an excellent fit with R’ higher than 0.9 and both t and F
statistics are significant. ICVR so estimated was found to be 2.88. This estimate shows the level of capital
productivity in the recent past.

3.3 Financing of Fifth Plan Outlay

3.3.1 Proposed investment will be financed through increased domestic savings, remittances
of Bangladeshi workers abroad, FDI and official development assistance (ODA). In the public
sector, ODA will decline as a percentage of GDP from 4.3 per cent in the first year of the
Plan to 3.5 per cent in the terminal year. This is in conformity with the policy for achieving
self-reliance within the shortest possible time. Proposed financing of the Plan outlay is
shown in Table 3.3.

Table 3.3
Financing of Fifth Plan Outlay
(at 1996/97 prices )
(in billion Taka)
Items Total Share (%) Public Share (%) Private Share (%)
Plan Size 1,959.52 100.00 858.94 100.00 1,100.58 100.00
Domestic Resource 1,519.76 77.56 527.72 61.44 992.04 90.14
External Resource 439.76 22.44 331.22 38.56 108.54 9.86

3.3.2 Domestic savings is projected to rise from 7.7 per cent of GDP in 1996/97 to 16.5
per cent in the terminal year of the Plan. National savings is estimated at about 15 per cent of
GDP in the base year of the Plan. It is projected to rise to 20.14 per cent in the terminal year
of the Plan. To this end, appropriate fiscal and monetary measures will be undertaken.
Remittances of Bangladeshi workers abroad is projected to increase by 5 per cent annually
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over the Plan period. Annual phasing of the Plan outlay for the public and private sectors
alongwith their sources of financing is shown in Tables 3.4 and 3.5.

Table 3.4
Phasing of Public Outlay in Fifth Plan
(at 1996/97 prices )
(in million Taka)
Items 1996/97 1997/98 | 1998/99 | 1999/2000 | 2000/2001 | 2001/2002 | Total
(Base Year)
ADP 117,000 | 121,905 138,534 167,308 199,279 231,913 | 858,939
External Resource 59,750 64,200 64,181 66,309 67,325 69,205 | 331,220
Domestic Resource 57,250 57,705 74,353 100,999 131,954 162,708 | 527,719
Domestic Resource Share(%) 48.93 47.34 53.67 60.37 66.22 70.16 61.44
Table 3.5
Phasing of Private Investment in Fifth Plan
( at 1996/97 prices )
(in million Taka)
Items 1996/97 1997/98 1998/99 | 1999/2000 | 2000/2001 |2001/2002 Total
(Base Year)

Private Investment 139,222 161,846 184,740 216,210 251,045 286,741 1100,582
External Resource 13,730 15,961 18,219 21,323 24,758 28,279 108,540
Domestic Resource 125,492 145,885 166,521 194,887 226,287 258,462 992,042
Domestic Resource Share(%) 90.14 90.14 90.14 90.14 90.14 90.14 90.14

3.3.3 FDl is, at present, not very significant. This, however, is envisaged to be a prospective
rich source of financing of private investment in Bangladesh. During the Fifth Plan, FDI will
be attracted in substantial volume through incentives, deregulation and promotion of the
market economy and above all, maintaining macroeconomic stability.

3.3.4 Mobilisation of domestic savings is dependent on the implementation of several
policies, viz., (a) increase in revenue surplus through extension of tax base, effective tax
administration and budgetary discipline, (b) minimisation of government losses through
privatisation of the losing public enterprises and replacing administered prices by market
prices for goods and services produced in the public sector, (c) reduction of losses of retained
state  owned enterprises and corporations through proper reforms and structural
reorganisation, (d) adoption of diversified savings schemes and introduction of new financial
instruments, (e) initiation of proper fiscal and monetary policies to curb inflation, (f)
collection of dues on privatised units, (g) increase in net capital receipts of the government,
(h) minimisation of food budget deficit by appropriate pricing for public food distribution and
(i) promotion of local development activities.

3.3.5 The financial sector reform, conversion of nationalised commercial banks (NCBs) into
private banks and establishment of new banks and financial institutions following
deregulation and liberalisation polices will play an important role in promoting financial
intermediation and private investment. Reforms of capital market, introduction of new
financial instruments and savings schemes and development of financial markets will lead to
increased mobilisation of domestic savings. As there is, at present, very little information
regarding the savings behaviour of different sectors and classes, such information will be
collected and savings mobilisation strategy will be devised during the early stages of the Fifth
Plan.
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3.4 Projection of GDP Growth

3.4.1 The Fifth Plan projects a GDP growth at an average annual compound rate of 7 per
cent. In the first year it is estimated at 6 per cent and in the terminal year at 8.3 per cent.

3.4.2 An input-output model has been used to project both sectoral growth as well as
sectoral investment. The input-output table of 1992/93 has been revised in the Planning
Commission using most recent census of manufacturing industries (CMI) data available with
BBS. New coefficients have been estimated for more than 25 sectors. While estimating
sectoral output and value added, care has been taken to protect the exogenously set targets for
basic need items such as food, clothes, housing, education and health.

3.4.3 Historical evidences show that the poor performance of agriculture has led to large
rural-urban migration and consequent burgeoning of the informal sectors. It is the aim of the
Plan to change this pattern which is not conducive to the acceleration of overall growth of
the economy. It focuses on the acceleration of growth in the productive sectors, especially in
agriculture and industry, to a rate higher than that achieved in the past. As the intersectoral
balance shows, there will be a tremendous demand for power and gas in order to achieve the
desired growth rate of GDP. As these require lumpy investment and there is a time lag in
their coming into production, immediate steps are needed to put in motion new capacity
creation in the area of power and gas.

3.4.4 Sectoral composition of GDP at market prices of 1996/97 with growth rates are
shown in Table 3.6. Agriculture is estimated to have contributed 29.82 per cent of GDP in
1996/97. The crop sub-sector accounted for 72.03 per cent of GDP in agriculture. Growth
rate of the crop sub-sector was only 5.6 per cent in 1996/97 against the growth rates of 8 per
cent, 8.9 per cent and 4.2 per cent of livestock, fisheries and forestry sub-sectors respectively.
Programmes for the development of crop sub-sector have therefore been formulated to
increase the output substantially. Foodgrain production is projected to be 25 million tons by
the terminal year, if not earlier. In order to achieve this, appropriate technological
improvements will be required and the agricultural research institutions will be strengthened
with focus on seed development, fertiliser application, and water use--all at the farm level.
With accelerated production of foodgrain, crop diversification programmes will be easier to
implement to increase output of minor crops and achieve nutritional balance. Also,
programme will be initiated to move into higher value added non-crop agriculture. Production
of livestock and fisheries are expected to increase by about 30 per cent and 52 per cent
respectively during the Plan period. The Plan will focus on increasing commercialisation to
facilitate the growth of these sub-sectors.
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Table 3.6
Projected Sectoral GDP Respective Shares and Growth Rates for Fifth Plan
(at 1996/97 prices)
(in million Taka

Items 1996/97 2001/ 2002 Growth

Value Added Share (%) Value Added Share (%) Rate (%)

Agriculture 418,306 29.82 508,945 25.87 4.00
Industry 130,111 9.28 249,852 12.70 13.94
Construction 82,346 5.87 119,322 6.07 7.70
Power and Gas 30,834 2.20 86,808 441 23.00
Transport 158,040 11.27 227,000 11.54 7.51
Housing 134,117 9.56 173,660 8.83 5.30
Public Administration 79,048 5.64 95,254 4.84 3.80
Health 19,184 1.37 26,041 1.32 6.30
Education 58,685 4.18 80,566 4.10 6.54
Trade 125,799 8.97 177,173 9.01 7.09
Banking and Insurance 28,084 2.00 37,583 191 6.00
Other Services 138,026 9.84 184,987 9.40 6.03
Total 1,402,580 100.00 1,967,191 100.00 7.00

3.4.5 Manufacturing sector showed mixed performances in the past. Production of jute
goods, textile products, sugar, paper and cement fluctuated widely. Garments and leather
goods sub-sectors, however, expanded significantly. The government provided various
incentives and facilities to encourage private investment in the industrial sector. Opportunities
for foreign private investment have been opened up in all the areas except few nationally
strategic ones. It is expected that with the expansion of market economy, private investment
will increase substantially during the Fifth Plan and growth rate of the industrial sector will be
accelerated. Main thrust in this sector will be on diversification of its structure focusing
particularly on export oriented sectors such as garments, leather goods, computer data entry,
software and electronics. Establishment of backward linkage industries will be encouraged to
complement this process.

3.4.6 Critical importance of the energy sector for the overall development of Bangladesh is
recognised. In the past, the sector depended wholly on government fund to ensure adequate
supply of energy for industrial as well as agricultural development. In recent years the
government has formulated appropriate policies to encourage private investment, especially
foreign direct participation for large investment. There has developed significant shortfall in
power supply in meeting its growing demand. Therefore, investment for the energy sector is
proposed to be increased substantially in the Fifth Plan and higher growth rate is projected
for the sector. Inefficiency in power generation, transmission and distribution as indicated by
large system loss will significantly be reduced during the Plan period through appropriate
policy measures, organisational development and privatisation of the critical phases of the
power system.

3.5 Structure of GDP

3.5.1 Structure of GDP has been changing over the period of the previous Plans. There will
be a marked change in the structure of GDP during the Fifth Plan. Share of agriculture is
projected to fall from 29.82 per cent in the base year to 25.87 per cent in the terminal year of
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the Plan. The shares of industry and energy sectors will increase. The projected structural
changes are shown in Table 3.6.

3.5.2 Contribution of agriculture will decline over the Plan period due to faster growth of
the non-agricultural sectors, particularly industry and energy. High growth of industry (about
14 per cent) and energy (23 per cent) sectors as projected are required to support the overall
growth of GDP at the rate of 7 per cent.

3.6 Projection of Major Physical and Social Indicators

3.6.1 Growth rate of population, which has declined, is expected to fall further significantly
during the Fifth Plan. Population is projected to increase at an average annual growth rate of
around 1.37 per cent from 123.8 million in 1996/97 to 132.5 million in the terminal year of
the Plan. Per capita income will thus increase at an annual rate of around 5.6 per cent and per
capita consumption will significantly increase to bring about visible improvement in the
standard of living of the people. Besides raising per capita income, the Plan proposes to
further strengthen target group approach for implementation of poverty alleviation
programmes effectively in collaboration with the local governments and NGOs. In the light of
recent experiences in societal change, reduction of poverty will be taken as synonymous with
socio-economic development of the country. With this end in view, adequate resources will
be directed to the expansion of employment and income generating activities, rural
development, women and youth development and provision of basic needs for the target
groups. For a rapid expansion of employment opportunities, the Plan expects a greater role
for the private sector than ever before. Public sector will also create substantial employment
opportunities through its poverty alleviation and infrastructure development programmes.

3.6.2 Major physical and social indicators are given in Table 3.7. Such achievement will
depend not only on the flow of new investment but also on efficient use of existing capacities
through development of management capability in both the public and private sectors.
Appropriate macroeconomic policies and strategies will be implemented to achieve these
targets.
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Table 3.7
Projection of Major Physical and Social Indicators of Fifth Plan
Items Unit 1996/97 2001/2002 Percentage
Base Year Terminal Year | Increase over

Base Year

I. Agricultural Production
1. Cropping Intensity percentage 185.00 192.00 3.78
2. Foodgrain million ton 20.43 25.12 22.96
(a) Rice million ton 18.88 23.40 23.94
(b) Wheat million ton 1.45 1.60 10.34
(c) Other Coarse Grain million ton 0.10 0.12 20.00
3. Jute (raw) million bale 4.87 7.24 48.67
4. Cotton (raw) million bale 0.10 0.26 160.00
5. Potato including Sweet Potato million ton 2.35 3.09 31.49
6. Vegetables million ton 1.45 1.82 25.52
7. Oilseeds million ton 0.37 0.76 105.41
8. Pulses million ton 0.53 0.85 60.38
9. Tea million kg 54.00 60.00 11.11
10. Fish million ton 1.37 2.08 51.82
11. Livestock Population million number 227.11 294.50 29.67
12. Irrigation million ha 3.99 5.04 26.32
13. Flood Control and Drainage million ha 4.20 4.90 16.67

II. Industrial Production

1. Sugar million mt 0.14 0.23 64.29
2. Yarn million kg 113.00 522.00 361.95
(a) Cotton Yarn million kg 75.71 349.74 361.95
(b) T.C and Others million kg 37.29 172.26 361.95
3. Fabrics million metre 1,163.00 3,651.00 213.93
(a) Cotton Cloth million metre 779.21 2446.17 213.93
(b) T.C and Others million metre 383.79 1204.83 213.93
4. Fabrics for Garments million metre 210.00 1620.00 671.43
(a) Cotton Fabrics million metre 140.70 1081.38 668.57
(b) T.C and Others million metre 69.30 538.62 677.23
5. Jute Textiles '000" mt 435.00 500.00 14.94
6. Paper, Pulp and Newsprint '000" mt 70.00 124.20 77.43
7. Fertilisers '000" mt 2,153.99 2,583.00 19.92
8. Cement '000" mt 107.30 233.00 117.15
9. Leather (export quality) million sq.m. 13.01 18.58 42.81
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Table 3.7 (Contd.)
Projection of Major Physical and Social Indicators of Fifth Plan
Items Unit 1996/97 2001/2002 Percentage
Base Year | Terminal Year | Increase over
Base Year
IIL. Energy Supply
1. Electricity Generation (capability) mw 2,148.00 5,739.00 167.18
Maximum Demand mw 2,087.00 4,051.00 94.11
Distribution Line '000' km 43.84 53.93 23.02
2. Rural Electrification
Distribution Line '000' km 85.11 135.11 58.75
Villages Electrified '000' number 20.52 32.52 58.48
3. Natural Gas bef 285.00 365.00 28.07
4. POL Products million mt 2.38 3.49 46.64
IV. Physical Infrastructure
1. (a) Paved Road (National/Regional/
Thana Connecting) '000' km 11.50 14.00 21.74
(b) Rural Road '000' km 9.55 17.45 82.72
2. Telephone million number 0.52 1.22 134.62
V. Social Sector
1. Primary School Enrolment (6-10 yrs) million persons 17.28 18.99 9.90
2. Primary School Enrolment (6-10 yrs) ratio 95.00 100.00 5.26
3. Primary School '000' number 75.00 80.00 6.67
4. Literacy Rate (adult) percentage 47.30 70.00 48.00
5. Female Literacy Rate percentage 38.10 60.00 57.48
6. Drinking Water
(a) Urban Area (Piped Water) million litre/per day 850.00 1250.00 47.06
(b) Rural Area (Tubewells) million number 1.03 1.56 51.46
7. Sanitation
(a) Urban Area (Sewerage in Dhaka) coverage (%) of hh 35.00 40.00 14.29
(b) Rural Area (Sanitary Latrine) million number 2.56 5.38 110.16
8. Hospital Beds '000' number 37.13 42.00 13.12
9. Population Growth Rate % per year 1.75 1.32 (-)24.57
10. Population (mid year) million persons 123.80 132.50 7.03
11. Life Expectancy years at birth 58.00 60.00 3.45
12. Infant Mortality Rate per 1000 live births 78.00 55.00 (-)29.49
13. Maternal Mortality Rate per 1000 live births 3.60 3.00 (-)16.67
14. Immunisation (Under 1 Year Children) percentage 66 85 28.79
(a) BCG percentage 73 80 9.59
(b) DPT percentage 80 90 12.50
(c) Measles percentage 75 85 13.33
(d) Polio percentage 80 90 12.50
15. Population Below the Poverty Line percentage 45 30 (-)33.33
16. Nutritional Status /Energy Intake k.cal 1,950 2,300 17.95
17. Contraceptive Prevalence Rate percentage 48 60 25.00

3.7 Employment Prospect
3.7.1

Size of the labour force of Bangladesh was estimated, according to the usual

definition! , at 40.5 million in 1994/95 and at 43 million in 1996/97. The Fourth Plan created
about 4.6 million additional employment against the target of 5.05 million. During the period
addition to the labour force was about 5.7 million persons.

1 Excludes own household economic activities.
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3.7.2 Labour force ( age 15+ years) is projected to grow at the rate of 2.5 per cent per
annum over the Fifth Plan period and rise to 58.33 million, according to the extended
definition? in the terminal year. Total employment is likely to increase from about 50 million
persons in 1996/97 to 56.35 million persons in the terminal year. Thus, an additional
employment for 6.35 million persons will be created during the Plan period. Employment
generation in different sectors of the economy is presented in Table 3.8.

Table 3.8
Employment Projection for Fifth Plan

(thousand persons)

Sectors 1996/97* 2001/2002
Agriculture 31,500 33,382
Industry 3,700 5,847
Power, Gas and Natural Resources 105 215
Physical Planning, Housing and Construction 1,034 1,196
Transport and Communication 2,238 2,626
Trade and Other Services 11,423 13,079
Total 50,000 56,345

*Estimated on the basis of Labour Force Surveys, 1995/96 and 1990/91.

3.7.3 Projection of employment has been derived on the basis of sectoral growth rates. It
will be realised, in a larger part, through self-employment and rural development
programmes.

3.7.4 The objective of the Plan is to create productive employment. Several steps will be
taken for enhancing labour productivity. Such steps will include skill development through
on-the-job training, vocational training, improvement of less capital intensive technology and
acquisition of modern technology.

3.8 Resource Allocation for Fifth Plan

3.8.1 In order to bring about the planned growth rate of 7 per cent, total outlay is projected
to be about Tk.1,959.52 billion with 44 per cent in the public sector (Tk.858.94 billion) and
the rest in the private sector (Tk.1,100.58 billion). Besides trade and other services, the largest
share of investment is going to be in agriculture (16.46 per cent), closely followed by industry
(15.85 per cent) and transport and communication (13.5 per cent). Plan outlay by major
sectors is shown in Table 3.9.

3.8.2 While the Fifth Plan intends to bring about a much greater share for the private sector
through favourable institutional and policy changes, the relative share of the private and
public sectors in the Plan outlay will vary among different sectors of the economy. In the
public sector, highest share will be in agriculture (including rural development) in order to
develop infrastructure to facilitate growth. On the other hand, the government’s involvement
in directly productive activities will be reduced. The share of industries in the total public
outlay will hardly be 1.4 per cent. Against this, in the private sector, the greatest emphasis
will be on industries (27.15 per cent of total private investment). Growing partnership
between the private and public sectors in infrastructure investment is a global trend and

2 Includes own household economic activities.
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Bangladesh will be of no exception. During the Fifth Plan, total outlay in the transport and
communication sectors will almost be evenly split between the public and private sectors.
The role of the private sector is also envisaged to grow in the power and gas sector. Already,
some Memoranda of Understanding have been signed between the government and foreign
investors. A quarter of total investment in this sector is expected to be made by the private
sector.

Table 3.9
Sectoral Distribution of Plan Outlay
(at 1996/97 prices)
(in million Taka
Sectors Public Sector* Private Sector Total
Agriculture 202,674.68 119,864.31 322,538.99
(23.60) (10.89) (16.46)
Industry 11,793.70 298,776.16 310,569.86
(1.37) (27.15) (15.85)
Housing and Construction 49,816.00 180,017.61 229,833.61
(5.80) (16.35) (11.73)
Power and Gas 114,400.60 37,726.07 152,126.67
(13.32) (3.43) (7.76)
Transport and Communication 145,540.11 118,876.80 264,416.91
(16.94) (10.80) (13.50)
Trade and Others 334,713.91 345,321.15 680,035.06
(38.97) (31.38) (34.70)
Total 858,939.00 1100,582.10 1959,521.10
(100.00) (100.00) (100.00)

* Includes non-investment expenditures. Figures in parentheses are percentage share in total outlay. Of the total
public sector allocation, about Tk. 256 billion (30%) will be in the social services sectors.

3.8.3 Private investment is envisaged to be induced by the new prospects in a market
economy. The projected level of public outlay together with anticipated level of private
investment will sustain 7 per cent growth. Resource allocation between the private and public
sectors has been made according to the recent trend, efforts for mobilisation of domestic
resources by the government, saving-investment behaviour of the private sector, monetary
and fiscal policies to be pursued and sectoral linkages.

3.8.4 In conformity with the overall objectives of the Plan and greater role of the private
sector than ever before in a market economy, the public sector resource allocation has been
determined to address the sectoral priorities concerning public interventions for social justice,
supply of basic needs, poverty alleviation, productive employment generation, human
resource development and development of social and economic infrastructures. Accordingly,
agriculture, water resources and rural development, physical infrastructure development,
energy, health and education have been given high priority in the public sector as shown in
Table 3.10.

3.8.5 Rural development has been accorded priority for the reduction of rural poverty
through expansion of productive employment and income generating activities, human
resources development and skill formation, increased participation of women and youth in the
development process, building of physical infrastructure in the rural areas and development of
rural institutions. Successful rural development and poverty alleviation programmes and
projects will be supported and replicated and new projects will be undertaken. The Fifth Plan
takes a comprehensive view of rural poverty as a syndrome of rural under-development.
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Compared to the Fourth Plan where rural development was allocated 4.76 per cent of the total
public outlay, this sector will receive more than 10 per cent of the Fifth Plan public outlay.
This reflects the importance given to rural poverty alleviation through overall rural
development.

Table 3.10
Public Sector Outlay for Fifth Plan
(at 1996/97 prices)
(in million Taka)
Sectors 1996/97 1997/98 1998/99 1999/2000| 2000/2001 | 2001/2002 Total
(Base Year) (FFYP)

Agriculture 6,407.00 5,956.00 6,719.28 8,910.27 9981.28 | 10,732.25 42,299.08
Rural Development 10,264.00 9,192.00 | 10,000.75 | 16,961.75 22,745.75 | 28,102.23 87,002.48
Water Resources 10,580.00 | 10,155.00 [ 10,509.91 | 10,961.91 12,000.91 | 12,569.89 56,197.62
Ganges Barrage - - 555.63 4,830.62 5,608.62 6,180.63 17,175.50
Industry 1,867.00 1,179.00 1,596.17 2,409.18 3,032.17 3,577.18 11,793.70
Energy 14,083.00 | 13,831.00 [ 15,859.50 | 19,109.50 19,800.50 | 19,760.50 88,361.00
Oil, Gas and Natural Resources 4,858.00 4,767.00 4,902.90 5,210.90 5,443.90 5,714.90 26,039.60
Transport 13,938.00 | 14,621.00 | 17,147.88 | 20,774.88 25,976.88 | 31,434.87 | 109,955.51
Bangabandhu Bridge 9,380.00 6,611.00 5,189.00 - - - 11,800.00
Communication 2,247.00 2,714.00 4,307.90 4,943.90 5,629.90 6,188.90 23,784.60
Physical Planning and Housing 6,804.00 7,907.00 | 8,170.75 8,926.75 10,949.75 | 13,861.75 49,816.00
Education 15,837.00 | 16,078.00 [ 19,848.88 | 26,023.88 30,898.88 | 36,081.86 | 128,931.50
Health 5,849.00 5,607.00 7,721.35 | 12,274.35 15,796.35 | 20,873.35 62,272.40
Population and Family Welfare 4,938.00 5,190.00 5,238.00 5,644.00 6,073.00 6,445.00 28,590.00
Sports and Culture 596.00 764.00 962.62 1,139.63 1,342.63 1,529.62 5,738.50
Social Welfare, Women and 1,866.00 1,592.00 1,914.17 2,776.17 3,574.18 4,457.18 14,313.70
Youth Development

Mass Media 420.00 482.00 688.17 913.18 1,211.17 1,551.18 4,845.70
Science and Technology 380.00 429.00 780.03 994.03 1,269.02 1,579.02 5,051.10
Labour and Manpower 90.00 97.00 170.55 266.55 385.55 470.55 1,390.20
Public Administration 956.00 1,050.00 1,371.58 1,886.57 2,396.58 2,969.57 9,674.30
Sub-total 111,360.00 | 108,222.00 | 123,655.02 | 154,958.02 | 184,117.02 |214,080.43 | 785,032.49
Bloc 5,640.00 | 13,683.00 | 14,878.98 | 12,349.98 15,161.98 | 17,832.57 73,906.51
Total 117,000.00 | 121,905.00 | 138,534.00 ( 167,308.00 | 199,279.00 |231,913.00 | 858,939.00

3.8.6 In order to accelerate the agricultural growth of the west zone which has a
comparative advantage in agriculture, a project for the construction of a barrage on the river
Padma will be undertaken during the Fifth Plan for optimum utilisation of the water flow for
flood management, irrigation and river basin development. The Fifth Plan allocation for the
project (Ganges Barrage) is shown separately under the water resources sector in Table 3.10.
The project will provide irrigation facilities to an area of about 1.35 million hectares. The
right bank intake canals from the barrage will feed water into the Gorai, the Kumar, the
Nabaganga, the Chitra, the Kobadak, the Modhumati and other rivers. This will also serve the
area to the west of the Ganges-Kobadak project areas. The total cost of this project has been
estimated at Tk. 140.82 billion. It includes costs of barrage, main canals, drainage canals as
well as feasibility study and detailed engineering. During the Plan period, Tk.17.18 billion
will be spent. The project will increase agricultural production through creating irrigation,
drainage and flood control facilities. It will also serve as a road bridge over the Padma.
Besides, the barrage will provide the required quantum of flows through the Gorai in the dry
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season to check the salinity intrusion in the south-west region of Bangladesh, maintain
ecological balance and protect environment of the region.

3.8.7  As of now, the power and gas sector is almost entirely in the public sector. As it is
highly capital intensive and lumpy, the development of this sector will receive public sector
priority, receiving more than 13 per cent of total ADP allocation. In order to meet the
existing power gap, larger allocation of fund has been made than in the previous Plans to
increase the generation capacity of the power sector. The government's present energy policy
provides for participation of local and expatriate private entrepreneurs in generation and
distribution of power. Private sector participation will get priority to ensure adequate energy
supply to industry and agriculture and rural development. Side by side, the transport and
communication sectors have also been given due priority in fostering the private sector
growth, receiving about 17 per cent of ADP allocation. The transport sector will implement
some lumpy projects like Bangabandhu Bridge to remove long haul transport bottlenecks and
integrate the rural and regional economies into the national markets.

3.8.8 The social sectors such as education, health, population and family welfare, social
welfare, women and youth development have been given high priority in the Fifth Plan. Over
30 per cent of the public outlay is earmarked for the social sectors. During the Fourth Plan,
education and health were allocated 10.7 per cent of the public outlay, while the Fifth Plan
has allocated over 22 per cent of the public outlay to these sectors. Compulsory primary
education , health for all, population control and supply of safe drinking water will get larger
shares of resources. Emphasis will be given on the quality of projects in social sectors. NGOs
and private sector participation will be encouraged in these areas.

3.9 Private Investment During Fifth Plan

3.9.1 Private investment has been projected on the basis of the investment trend of the
recent past, as well as the potential and prospects of the sector in a market economy. The
allocation of private investment is indicative only and has been made taking into account the
estimated benchmark of 1996/97. The broad sectoral allocation of expected private
investment for the Plan period has been given in Table 3.9.

3.9.2 Private sector investment will depend on profitability. However, care will be taken so
that profit motive does not infringe on social considerations for equity and environment.
Public sector investment will encourage private investment through its infrastructure
development programme and ensuring a stable macroeconomic environment. Incentives will
be given to the private sector to foster growth in an environment of a free market economy
and the society, in turn, will expect the private sector to pursue enlightened sef-interest within
the system of moral values.

3.10 Policies for Facilitating Private Investment

3.10.1 In order to facilitate private investment, existing structural adjustment policies will be
strengthened and further enabling policies will be put in place. The critical factors in
achieving the projected private investment will be improvement in (a) domestic resource
mobilisation and (b) inflows of FDI. Given the interest shown by various development
partners and multinational companies (MNCs), substantial FDI will flow in during the Fifth
Plan. In order to encourage the flow of FDI, further physical facilities will be developed and
investment friendly legal and administrative services will be created and sustained.
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3.11 Balanced Regional Development

3.11.1 The question of balanced regional development can hardly be ignored in a democracy.
This needs to be directly addressed within a plan framework. Till date, regional resource
endowments such as land and water have not been taken into consideration in designing
projects. Water resource development plan of the late 1980s, particularly, approached the
problem on a regional basis dividing the country into 5 regions as the regional water resources
appear manifestly diverse. At the other end, in the social sectors, such as education and
health, people-oriented programmes have been formulated with a more or less equitable
approach to the development of regional facilities. But due to the absence of an inter-regional
framework as a tool for balanced regional development, regions show significant differences
in their development. Not only that, past development also has failed to make full use of
comparative advantage of the regions in production and led to somewhat inefficient use of
resources. During the Third Plan, a study for optimal use of land and water resources was
completed but never used for production planning. Recently (1994), a study on comparative
advantage of wheat production covering 5 production regions in Bangladesh was completed.
A study for the development of the Rajshahi Division in the background of the Bangabandhu
Bridge has also been completed very recently. Nevertheless, a comprehensive framework for
balanced regional development is very much needed because of differences in the current
levels of development of the regions. In 1992/93, for example, per capita income of the
Rajshahi Division was 18.33 per cent less than the national average, though the economy of
the region has been growing faster in recent years than the country as a whole. Some of the
special area-specific issues and problems in this context are briefly discussed below.

3.11.2 North West Region : Per capita income of the Rajshahi Division was (Tk. 6,830)
lower than the national average (Tk. 8,363) in 1992/93 at 1984/85 prices and the level of
poverty measured by the calorie intake standard was higher in Rajshahi. Though the division
was surplus in food production, about 56 per cent of the population was below the poverty
line. In addition, the division has a lower life expectancy (56.5 years), a higher incidence of
illiteracy (72.9 per cent) and a lower coverage by immunisation programme in comparison to
their respective national averages. The division had also a higher population growth of 2.1 per
cent in 1995 than the national average of 1.8 per cent.

3.11.3  The area is now largely agrarian in character, relatively more of income (44.9 per
cent) originating in agriculture with correspondingly more of people living in the rural areas
(84.3 per cent) and higher proportion of landless households. Though the area has an edge
over the rest of the country in several crops in terms of yield, this hardly compensates the low
level of per capita income. Nominal wage was lower by a quarter of that of the national
average in 1993/94 and real wage about one-tenth less. Higher agricultural growth cannot
simply make up the lapses of growth in other areas, particularly in industrial production
where value addition per unit of labour is much higher than in agriculture. Industries
accounted for 2.93 per cent of Gross Regional Product (GRP) of Rajshahi against 10.56 per
cent of GDP of the country in 1992/93. For various reasons such as relative isolation and
higher transport cost, problems of raw materials and power supplies and scale of operation,
capital is half as productive in Rajshahi as that in the country as a whole (CMI, 1991/92).
Considering all these, the necessity for a planned approach towards the industrial
development of the area can hardly be overemphasised.

3.11.4 Inter-regional relation with the Rajshahi Division will stand at the crossroad as a
result of construction of the Bangabandhu Bridge. It will create a much better prospect for
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the integration of the Rajshahi Division with the industrially more advanced south-east
region. To mitigate underdevelopment of the region, special investment programmes are
envisaged under the Fifth Plan. These programmes will encompass 5 sectors/sub-sectors,
namely, agriculture, fisheries, industries and finance, transportation and urban development
and have at least 25 specific projects - 5 for each sector. Besides these, special attention will
be given to social sectors also.

3.11.5  Currently two massive projects, namely, Barapukaria Coal Mine (cost: Tk. 8.87
billion) and Madhayapara Hardrock Mine (cost: Tk. 8.95 billion) are under implementation in
the division. Direct benefits (value addition) from these two projects have been projected to
be Tk. 3.38 billion a year when completed by around 2000 AD. These will also enhance
opportunities for secondary and tertiary activities in the area. The coal mine will particularly
help to overcome its energy problem. A 300 mw power plant based on coal will be
undertaken and completed during the Fifth Plan period. In addition, projects will be drawn
up for mining coal at Jamalgonj and Khalispir and limestone at Joypurhat.

3.11.6 Special attention to Rajshahi Division will call for (a) extensive road network, (b)
enhanced telecommunication facilities, (c) appropriate development of surface and ground
water irrigation, (d) setting up 3 universities of science and technology, (e) extension of gas
pipe line, (f) establishment of an export processing zone, (g) setting up 3 more industrial
estates, (h) increasing regional co-operation with Bhutan, Nepal and Asam, (i) reaching water
sharing treaties on the Teesta and the Jamuna and (j) setting up a development finance
institution for giving term credit support to private industrial entrepreneurs.

3.11.7 Coastal area: Coastal area of Bangladesh is ecologically sensitive and climatically
vulnerable. It is ecologically sensitive because of the continuous process of land accretion
which needs to be protected for natural vegetative growth and afforestation. It also contains
one (5,000 sq. km) of the largest mangrove forests in the world. But the area has also been
subject to severe cyclonic storms originating in the Bay of Bengal, causing some of the
greatest disasters of the world. The area covers over 1.8 million of households (1991) in 133
thanas along the coastal belt and is considered as risk prone. In spite of the cyclonic risk, there
has been growing population pressure on the area, particularly since the beginning of the
construction of 5,000 km of coastal embankments. Such embankments have helped to bring
land under rice cultivation as salinity reduced. In recent years, the area has also taken up
extensive shrimp culture which needs saline water. This development has created conflict of
interests between small farmers and relatively wealthy shrimp farm owners. Besides this,
shrimp culture has also adversely affected the mangrove forest. Under these circumstances
there is a need for careful planning for the development of the area without irreparably
damaging the eco-system of the area.

3.11.8 The area is resourceful in many ways. It contains one of the two rich forest belts of
the country and provides fuelwood and raw material for the newsprint mill. Its flora and fauna
contribute to other production also. Indeed, with the loss of inland flood plains, the area
including its offshore belt has grown in importance for fisheries. Above all, continuous silting
of the area by rivers and channels has enriched the soil within the embankments for paddy
cultivation. In spite of these potentials, no concerted efforts has been made to secure the
development of the area against its natural risk and ecological sensitivity except for shelter of
people and livestock. Even in this respect, existing facilities are inadequate and in derelict
condition. After the cyclone of 1991 in which about 139 thousand people perished,
multipurpose cyclone shelter programme (MCSP) was developed with focus on the
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development of shelter-cum-school/community facilities. Though the programme will save
lives, it will not enhance the capability of people to endure the economic losses (crop, fish,
livestock, etc.) due to cyclone. The desired socio-economic goal can be achieved only by
accelerated development of the area.

3.11.9 For development of coastal areas, emphasis will be given on (a) development of
appropriate housing for low income people, (b) building more cyclone shelters, (c)
developing intensive shrimp and pisciculture, (d) completing embankments, (e) encouraging
fish processing industries, (f) setting up export processing zones and (g) building efficient
power, transportation and telecommunication links, particularly with the islands.

3.11.10 Very recently, sizeable gas resources have been found in the coastal areas. Special
emphasis will be given to utilise these resources for production of power and setting up of
downstream manufacturing based on gas.

3.11.11 Haors and Baors: Permanent water bodies, namely haors and baors, cover about
1,180 sqg. km of area in the month of October, which shrinks to 316 sq. km in May. Part of
these permanent wetland has been lost to agriculture due to poldering for irrigation. The
existing ones are rich in fish resources. In 1981, an area of 0.42 million hectare was counted
as fishing area, of which, over 20 per cent was in Sylhet, 16.5 per cent in Khulna, 13.4 per
cent in the greater Mymensingh including Jamalpur and Tangail, 8.4 per cent in Dhaka and
7.9 per cent in Rajshahi. In 1992, the haors and beels produced over 50 thousand tons of fish
or 7.5 per cent of the total inland fish catch. Though currently they appear to be not much
significant as fishery resources, yet as wetland they occupy a critical position in maintaining
ecological balance. This balance has been disturbed by their empolderment in the interest of
food production, though their effect is not easily discernible. The geomorphological events
posited these depressions as they happened and the wet areas are scattered throughout the
length and breadth of the country; but as they are largely viewed as sources of both water and
fish, they can be protected for ecological balance only through proper planning and
management of water resources of the country. In the Fifth Plan, special attention to these
areas will be given.

3.11.12 Chittagong Hill Tracts: The area consists of 3 administrative districts covering an
area of 13.03 thousand sq. km with a population density of 78.2 persons per sq. km. Out of a
total area of 1,330 thousand hectares of land, only 80 thousand hectares of land are
considered as cultivable. This creates heavy pressure on usually cultivable land and
encourages Jhum cultivation in grove lands on hill slopes. Forest covers 6,404 sq. km of these
tracts - over one-third of the country’s total. The only hydroelectricity plant of the country is
located in the area. The economy of the area grew somewhat faster (4.26 per cent a year) than
that of the country as a whole (4.04 per cent) in terms of income between 1985/86 and
1992/93. Per capita income in these tracts was estimated at Tk. 14,400 in 1992/93 against the
national average of Tk. 8,368. The area is predominantly agricultural. More than 64 per cent
of the GRP of the area comes from agriculture compared with the national average of 35.92
per cent in 1992/93. Industries accounted for 6.13 per cent of GRP, which is lower than the
national average.

3.11.13 While the area fares better economically than some of the other areas, its
development in the social sector fails to be commensurate with it; for instance, literacy rate is
lower than the national average of 47.3 per cent. Ethnic diversities and terrain undoubtedly
make an overall social development of the area difficult. In early 1980s, special programmes
were undertaken for the development of the area. In 1992/93, there were about 91 primary



68

schools per 100 thousand population in the area against about 46 on average in the country.
Thus, it seems that the isolation of the communities continues to affect efficient use of
facilities as the literacy rate shows. The isolation of the communities spread out in small
settlements is also reflected in the fact that there are 22 thana health complexes for a million
population in the area, while for the country as a whole there is 1 thana health complex for the
same size of population. Ethnic disturbances that pervaded the area since 1975 stood on the
way of full utilisation of all these facilities and realisation of the high development potential.
This problem has now been resolved.

3.11.14 Special attention to the development of these tracts in the Fifth Plan period will
manifest in (a) extensive road connection and telecommunication facilities, (b) intensive
geological survey for mineral resources, (c) horticultural development, (d) provision of safe
drinking water, (e) prevention of soil erosion, (f) intensive agricultural extension, (g) setting
up fruit processing industries, (h) extending agricultural extension services and (i)
encouraging creation of tourist facilities. Following signing of the Peace Treaty on December
2, 1997, the government has initiated a dialogue with the donors for the development of the
region.

3.12 Integration of Regional Development Programme with ADP

3.12.1 As regional development will receive high priority during the Fifth Plan, each ministry
will need to take up projects from their sectoral allocation under ADP addressing issues
related to development of various regions. The maintenance of these projects, as discussed
elsewhere in the Plan, will be the responsibility of the relevant local governments. Local
governments will also need to get involved in the implementation of that part of the central
project which falls under their jurisdiction. As these projects, in most cases, will address
directly the problems the local people face, the efficiency of implementation will be higher.
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CHAPTER IV

DOMESTIC RESOURCES

4.1 Introduction

4.1.1 The Fifth Plan considers the generation of resources not as a static process, but as a
dynamic one. Efficient utilisation of resources, which is one of the key themes of the Fifth
Plan, will initiate a growth process which itself will produce additional resources. Part of
this, in turn, will be mobilised for development through innovative financial instruments and
strengthening of financial intermediation. These steps will also activate the national savings
for development purposes. The Fifth Plan will make an all-out effort to mobilise people for
development. Initiative of the people will bring into use even the non-monetised resources
as evidenced by many rural development experiments in Bangladesh.

4.1.2 Given the expected level of foreign aid, about 78 per cent of the total Plan outlay will
require to be financed from domestic resources (including remittances from abroad). Out of
the Plan outlay of Tk.1,959.52 billion, only Tk.439.76 billion is expected to be foreign
financed. The balance Tk.1,519.76 billion will need to be mobilised from domestic sources.
Both the public and private savings will have to be increased substantially to finance the Fifth
Plan. It will have to be ensured that resource mobilisation for the public sector does not
impinge on the savings required for financing private investment. Much of the success of the
Fifth Plan to mobilise domestic resources will depend on the proper use of fiscal and
monetary measures. The Fifth Plan projects that about Tk.527.72 billion (35 per cent) of the
domestic resources will be mobilised in the public sector and rest Tk.992.04 billion (65 per
cent ) will be in the private sector. Therefore, the private sector is expected to play a major
role in the domestic resource generation. In view of the recent dynamism of the private
sector, especially expansion of investment and acceleration of growth in the export-oriented
industries, it is expected that the private sector will be able to mobilise the required domestic
resources as the financial deepening of the economy continues.

4.2 Review of Fourth Plan

4.2.1 A major objective of the Fourth Plan was to improve domestic resource mobilisation
in both the public and private sectors. Because of strong reform measures, both tax and non-
tax revenues exceeded their respective Plan projections. As a result, total revenue receipts
during the Plan period was Tk.471.57 billion at 1989/90 prices exceeding the Plan projection
of Tk.457.9 billion. However, current expenditure overshot its target by about 3.7 per cent so
that revenue surplus barely exceeded the Plan expectation by 0.7 per cent. While there was a
food budget deficit, it was offset by higher net capital receipts. As a result, domestic resource
generation in the public sector exceeded the planned amount by more than 33 per cent.

4.3 Public Sector Development Expenditure During Fourth Plan Period

4.3.1 The Fourth Plan provided Tk.347 billion at 1989/90 prices for the public sector
development outlay. Total development expenditure in the public sector during the Plan
period was estimated at Tk.322.44 billion realising about 93 per cent of the target. Sector-
wise distribution of development expenditure is presented in Table 4.1. Sectoral
performance during the Fourth Plan has been discussed in details in the respective sectoral
chapters as a prelude to the Fifth Plan. The table shows that there was under-spending in
some sectors. In industry, actual development expenditure stood at Tk.5.03 billion as against
Tk.16.84 billion earmarked for the sector. The shortfall was attributed to the government
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policy shift towards encouraging private sector investment in industry. Development
expenditures in health, family welfare, labour and manpower and public administration
sectors lagged behind the targets. There was, however, over-spending in rural development,
transport and education. This was also due to policy shift of the government towards public
investment for infrastructure development and for human resource development.

Table 4.1
Public Sector Performance During Fourth Plan
(at 1989/90 prices)
(in billion Taka)
Sectors Allocation Realised Realised Expenditure as
Expenditure | Percentage of Allocation
Agriculture 23.26 18.82 80.91
Rural Development and Institution 16.50 17.93 108.67
Water Resources 38.29 26.73 69.81
Industry 16.84 5.03 29.87
Power 45.36 41.88 92.33
Oil, Gas and Natural Resources 23.98 15.32 63.89
Transport 46.53 51.26 110.17
Communication 6.52 12.13 186.04
Physical Planning and Water Supply 18.42 13.78 74.81
Education 26.58 29.05 109.29
Sports and Culture 1.46 1.51 103.42
Health 10.60 9.83 92.74
Family Welfare 15.98 15.16 94.87
Mass Media 1.23 1.19 96.75
Social Welfare, Women and Youth Development 2.35 2.02 85.96
Public Administration 2.01 0.71 35.32
Science, Technology and Research 0.54 0.49 90.74
Labour and Manpower 0.85 0.18 21.18
Sub-total 297.30 263.02 88.47
Others 49.70 59.42 119.56
Total 347.00 322.44 92.92

4.3.2 Operation of the Annual Development Programme (ADP) as a development tool is
shown in Table 4.2. The size of the revised ADPs increased at an average rate of about 13.65
per cent between 1990/91 and 1994/95. This is attributed to intensive efforts for domestic
resource mobilisation. The utilisation of ADP funds also showed significant improvement in
terms of absorption of both local resources and project aid in the last two financial years.

Table 4.2
Utilisation of ADP Funds During Fourth Plan
(at 1989/90 prices)
(in billion Taka)
Year Revised ADP Actual Expenditure
Total Taka Project Aid Total Taka Project Aid
1990/91 56.95 22.62 34.33 49.04 21.38 27.66
1991/92 63.47 27.52 35.95 53.48 23.37 30.11
1992/93 69.64 33.38 36.26 56.17 27.12 29.05
1993/94 81.17 4431 36.86 75.97 41.32 34.65
1994/95 95.00 55.47 39.53 87.78 51.06 36.72
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4.4 Trend in Fiscal Indicators During Fourth Plan

4.4.1 Trend in the five fiscal indicators during the Fourth Plan period is shown in Table 4.3.
The table shows that the Tax/GDP ratio increased from 7.9 per cent in 1990/91 to 9.7 per cent
in the terminal year . Non-tax/GDP ratio was 2.4 per cent in 1994/95 rising from 1.7 per cent
in 1990/91. Revenue expenditure/GDP ratio increased from 8.7 per cent in 1990/91 to 9.1 per
cent in 1992/93 and then came down to 8.8 per cent in 1994/95 as a result of containing
expenditures. ADP Expenditure/GDP ratio increased from 6.3 per cent in 1990/91 to 8.8 per
cent in the terminal year of the Fourth Plan. Overall fiscal deficit however was reduced from
7.2 per cent of GDP in 1990/91 to 6.8 per cent in 1994/95, though it had been rising since
1992/93 after falling to a level of 5.9 per cent.

Table 4.3
Trend in Fiscal Variables During Fourth Plan
( at current prices)

(in billion Taka)

Items 1990/91 1991/92 1992/93 1993/94 1994/95
GDP 834.39 906.50 948.06 1,030.36 1,170.26
Tax 65.88 79.10 91.69 97.33 113.64
Non-tax 14.08 19.16 21.20 26.64 27.79
Revenue Expenditure 72.28 77.92 85.97 92.78 103.18
ADP Expenditure 52.70 60.24 65.50 89.84 103.03
Tax/GDP Ratio (%) 7.90 8.73 9.67 9.45 9.71
Non-tax/GDP Ratio (%) 1.69 2.11 2.24 2.59 2.37
Revenue Expenditure /GDP Ratio (%) 8.66 8.60 9.07 9.00 8.82
ADP Expenditure /GDP Ratio (%) 6.32 6.65 6.91 8.72 8.80
Fiscal Deficit/ GDP Ratio * (%) 7.20 5.90 5.90 6.00 6.80

Source: Ministries of Finance and Planning and World Bank.

* Fiscal deficits are higher than the difference between total revenue and total expenditure due to inclusion of
expenditure items like non-ADP projects, FFW, miscellaneous investment (non-development), net loans and
advances and food deficits.

4.4.2 During the Fourth Plan period, a total amount of Tk.602.98 billion was invested at
1989/90 prices. Out of this, Tk.278.59 billion ( 46.2 per cent) of investment was made by the

public sector and the rest Tk.324.39 billion (53.8 per cent) by the private sector. This led to
an average annual growth rate of 4.15 per cent in GDP against the Plan target of 5 per cent.

4.43 Investment/GDP ratio which was 12.8 per cent in 1989/90, increased to 16.63 per cent
in 1994/95. Domestic savings/GDP ratio increased even faster from 2.7 per cent in 1989/90
to 8.3 per cent in 1994/95. This shows that domestic savings financed almost a half of total
investment in 1994/95.

4.5 Monetary Management During Fourth Plan

4.5.1 The financial sector reform programme was implemented in order to attain the
objective of gradually liberalising monetary sector in consonance with the development of a
market economy. Domestic credit and broad money expanded slowly by 9.4 per cent and 13.6
per cent respectively per annum during the Fourth Plan period. Growth rate of broad money
was brought down from 16.88 per cent in 1989/90 to 15.96 per cent in 1994/95. Broad money
grew at an average annual rate of 13.6 per cent during 1990-95 against the average annual
growth rate of 16.2 per cent during 1985-90. Of the components of broad money (M2),
average annual growth rates of time deposits, demand deposits and currency outside banks
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were at 12.8 per cent, 15.8 per cent and 15.5 per cent respectively during the Fourth Plan
period.

4.5.2 Total domestic credit grew at an annual average rate of 9.4 per cent during the Fourth
Plan period. However, net credit to the government increased by an annual average rate of 18
per cent, while credit to the rest of the public sector declined by 0.42 per cent and that to the
private sector increased by 10.7 per cent. Thus the growth of credit to the government sector
was mainly responsible for the expansion of credit during the Plan period. Assumption of a
substantial amount of liability of the banking sector by the government, financial sector
reform, jute sector reform, exemption of agricultural credit coupled with higher public
expenditures on salaries and wages due to implementation of the new pay scale, etc. resulted
in such a high growth rate of credit in the government sector. Denial of new credit to the
defaulting borrowers and cautious attitude in the face of large loan defaults were the major
causes of slow growth of credit to the private sector in the first four years of the Plan period.
The economy also moved sluggishly as was reflected in the lower growth of import which
went down in 1990/91 and picked up gradually to 15.5 per cent in 1992/93 but only to
decline sharply to a mere 2.9 per cent in 1993/94. During the last 3 years of the Plan period,
measures were taken to increase liquidity of banks but private demand for credit was lacking.
It was in the last year of the Plan that substantial growth of private sector credit by 26.7 per
cent appeared to signal the picking-up of economic activities. Larger expansion of credit to
agricultural, industrial and foreign trade sectors contributed largely to the higher growth of
credit. Measures such as allowing bank credit against share/debenture, expansion of the scope
of export credit and withdrawal of restriction on personal loan contributed to the
augmentation of credit to the private sector.

4.5.3 Price situation showed improvement over the Fourth Plan period. Inflation came down
from 9.3 per cent in 1989/90 to 8.9 per cent in 1990/91 and to 5.1 per cent in 1991/92 and
dropped to 1.3 per cent in 1992/93, but increased to 1.8 per cent in 1993/94 (Table 4.4).
Because of increased food prices, as a result of decline in foodgrain production for two
consecutive years after the record harvest of 1992/93 and expansion of credit raised inflation
rate over 5 per cent in 1994/95. Annual average rate of inflation during the Fourth Plan period
was 4.5 per cent as compared to a rate of around 10 per cent during the Third Plan period.

Table 4.4
Dhaka City Middle Class Cost of Living Index
(Base: 1973/74=100)

Period Annual Average

General Index Percentage Change
1990/91 689 8.85
1991/92 724 5.08
1992/93 734 1.38
1993/94 747 1.77
1994/95 786 5.22

Source : Bangladesh Bureau of Statistics.

4.6 Review of Two Year Plan Holiday Period (1995/96-1996/97)

4.6.1 The Fourth Five Year Plan (1990-95) ended in June 1995. The Fifth Five Year Plan
would have been launched in July 1995. The government of the time could not draw up the
next Five Year Plan. As a result, there was a 'Plan Holiday' for a period of two years (1995-
97) between the Fourth and Fifth Plans. During the Plan Holiday period spill-over projects
were implemented under the Three Year Rolling Investment Programme (TYRIP). Though
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there was no Plan during these two years, they provided an opportunity to the present
government to start a new Plan according to its programmes reflected in the election
manifesto and to adjust the economy in 1996/97 smoothly towards a new socio-economic
direction.

4.7 Domestic Resource Mobilisation in Public Sector

4.7.1 Domestic resource mobilisation in the public sector during the Plan Holiday period for
financing ADPs is shown in Table 4.5. In the original development budget of 1995/96, the
ADP size was Tk.121 billion, of which domestic resource was estimated at Tk.48.77 billion
(40.3 per cent) and the rest Tk.72.23 billion (59.7 per cent) was expected from official
development assistance (ODA). However, the revised estimate of domestic resource was only
Tk.44.14 billion, which was nearly 9 per cent less than the original estimate. This was due
mainly to the revenue expenditure overrun from Tk.110.7 billion to Tk.118.14 billion, which
was 6.7 per cent higher than the original budget, even though revenue receipts were slightly
higher than the original budget. As a result, revenue surplus declined by 15.6 per cent from
Tk.43.8 billion to Tk.36.98 billion. Domestic resource shortfall was also due to higher
negative impact of the food budget. Shortfall in revenue surplus was, however, somewhat
compensated by an increase of Tk.4.92 billion in net capital receipts which was 106 per cent
higher than the original budget estimate. Resource shortfall compelled the government to
reduce the ADP size from Tk.121 billion to Tk.104.47 billion. In 1996/97, Tk.59.26 billion
was expected to be generated as domestic resources, which was 47.4 per cent of the ADP size
of Tk.125 billion and the rest Tk.65.74 billion was expected to come from external sources.

Table 4.5
Resource Generation in Public Sector During Plan Holiday
(at current prices)

(in billion Taka)
Sources 1995/96 1996/97
Budget Revised Budget Budget Revised Budget
Domestic Resource (c+d+e+f+g) 48.77 44.14 59.26 57.25
a) Revenue Receipts 154.50 155.12 171.20 171.45
Tax 122.05 122.33 140.25 140.74
Non-tax 32.45 32.79 30.95 30.71
b) Revenue Expenditure 110.70 118.14 121.03 125.35
¢) Revenue Surplus (a-b) 43.80 36.98 50.17 46.10
d) Net Capital Receipts 4.64 9.56 9.00 13.09
e) Self-financing by Parastatals 1.50 1.50 1.50 1.55
f) T & T Bond 4.35 3.25 1.45 1.85
g) Impact of Food Budget (-)5.52 (-)7.15 (-) 2.86 (-)5.34
External Resource 72.23 60.33 65.74 59.75
Total Resource 121.00 104.47 125.00 117.00
ADP 121.00 104.47 125.00 117.00

Source : Ministry of Finance.
4.8 Tax Revenue

4.8.1 Tax revenue performance during the Plan Holiday period is shown in Table 4.6. It
appears from the table that an amount of Tk.122.05 billion was expected to be generated as
tax revenue in 1995/96 budget. In the revised budget, tax revenue was raised a little higher to
Tk.122.33 billion. In 1996/97 budget, tax revenue figured at Tk.140.25 billion which was
14.65 per cent higher than the revised budget of 1995/96. The revised budget estimate for
1996/97 was slightly higher at Tk.140.74 billion.
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Table 4.6
Performance of Tax Revenues During Plan Holiday
(at current prices)

(in billion Taka)
Taxes 1995/96 1996/97
Budget Revised Budget Budget Revised Budget
Customs Duty 39.79 38.50 44.10 42.52
Excise Duty 2.00 1.80 2.07 2.07
Value Added Tax 36.29 37.90 43.90 44.40
Supplementary Duty 16.76 17.12 19.73 21.73
Income Tax 16.35 15.83 18.50 17.35
Land Revenue 1.80 1.70 1.85 1.85
Stamps (Non-judicial) 4.50 4.77 5.03 5.27
Others 4.56 4.71 5.07 5.55
Total 122.05 122.33 140.25 140.74

Source : Ministry of Finance.
4.9 Revenue Expenditure

4.9.1 Revenue expenditure performance during the Plan Holiday period is shown in Table
4.7. In 1995/96 revised budget, revenue expenditure exceeded the budget estimate in all its
components. Expenditure for general services overran by 3.5 per cent and debt services by
35.1 per cent. Budgeted revenue expenditure in 1996/97 was Tk.121.03 billion, 2.5 per cent
higher than the revised estimate of 1995/96, but the revised expenditure for 1996/97 figured
at 6.1 per cent above that of 1995/96.
Table 4.7
Performance of Revenue Expenditures During Plan Holiday
(at current prices)

(in billion Taka)
Services 1995/96 1996/97
Budget Revised Budget Budget Revised Budget
General Services * 44.23 45.80 49.23 49.00
Economic Services * 13.81 14.49 14.18 14.42
Social Services * 37.22 37.60 39.95 39.54
Subsidies 2.56 2.85 3.22 4.83
Debt Services 12.88 17.40 14.45 17.56
Total 110.70 118.14 121.03 125.35

Source : Ministry of Finance.
* Includes the share of unexpected expenditure.

4.10 Implementation of Annual Development Programmes

4.10.1 The Plan Holiday period forms a part of the TYRIP (FY 96-98). The TYRIP (96-98)
bears a special significance because the last year (97-98) of it will be the first year of the
Fifth Plan. There were a large number of unfinished projects at the end of the Fourth Plan.
The on-going programmes and projects carried over from the Fourth Plan in areas of poverty
alleviation , generation of productive employment, integration of disadvantaged groups of the
society including women in the mainstream of national development process, and
development of human resources were included in the revised ADP for 1995/96. In addition,
quite a good number of new projects and programmes were included in the ADP which were
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considered necessary for overall sectoral development activities. ADP for 1996/97 estimated
an expenditure of Tk. 125 billion.

4.10.2 Implementation performance of the ADPs during the Plan Holiday period is shown in
Table 4.8. It shows 96 per cent utilisation of the allocated fund of 1995/96 revised ADP. ADP
size of 1996/97 was Tk.125 billion which was 24.8 per cent higher than the actual ADP
expenditure of 1995/96.
Table 4.8
Performance of Annual Development Programmes During Plan Holiday
(at current prices)

(in billion Taka)
1995/96 1996/97

Sectors Revised Actual Actual Budget | Revised | Revised

Expenditure | Expenditure as % of

as % of Budget

Revised
Agriculture 5.59 4.55 81 7.49 6.40 86
Rural Development and Institutions 7.43 6.81 92 9.75 10.26 105
Water Resources 8.51 5.63 66 10.21 10.58 104
Industries 1.72 1.47 85 1.85 1.86 101
Power 12.50 13.74 110 13.08 14.08 108
Oil, Gas and Natural Resources 4.53 4.08 90 4.80 4.86 101
Transport 11.45 10.11 88 13.80 13.94 101
Bangabandhu Bridge 10.08 9.99 99 10.60 9.38 88
Communication 3.52 2.90 82 3.93 2.25 57
Physical Planning, Water supply 5.87 4.58 78 7.58 6.80 90
and Housing
Education 14.02 13.05 93 17.69 15.84 90
Sports and Culture 0.31 0.28 90 0.84 0.60 71
Health 4.17 2.76 66 6.12 5.85 96
Family Welfare 4.75 4.12 87 3.92 4.94 126
Mass Media 0.23 0.15 65 0.60 0.42 70
Social Welfare, Women and Youth 1.13 0.95 84 1.85 1.87 101
Development

Public Administration 1.76 1.14 65 1.28 0.96 75
Science, Technology and Research 0.28 0.16 57 0.60 0.38 63
Labour and Manpower 0.07 0.06 86 0.20 0.09 45
Sub-total 97.92 86.53 88 116.19 111.36 96
Others 6.55 13.63 208 8.81 5.64 64
Total 104.47 100.16 96 125.00 117.00 94

Source : Ministry of Finance and IMED.
4.11 Development in Monetary Sector During Plan Holiday

4.11.1 Monetary policy was geared in co-ordination with fiscal and other policies towards
maintaining macroeconomic stability and longrun economic growth alongwith the stability of
the external and internal values of the national currency.

4.11.2 During 1995/96, broad money (M2) increased by 8.2 per cent to Tk.456.9 billion
compared with the rise of 15.96 per cent in 1994/95 (Table 4.9). Of the components of broad
money, time deposits rose by 7.6 per cent, demand deposits by 10.9 per cent, and currency
outside banks by 8.5 per cent. During 1995/96, expansion of credit to the government and
private sectors were Tk.16.96 billion (36.8 per cent) and Tk.50.95 billion (19.2 per cent)
respectively. Credit to the private sector during 1995/96 was due to increased import demand.
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On the other hand, credit to the government sector during 1995/96 was due to the expansion
of government expenditure in the face of lower domestic resource mobilisation and also lower
inflow of foreign resources.

4.11.3 Reserve money increased by Tk.1.99 billion (1.95 per cent) during 1995/96 as
compared to the decrease of Tk.7.53 billion (6.87 per cent) during 1994/95. An analysis of
the causative factors of the change in reserve money reveals that the increase in Bangladesh
Bank's credit to the government sector by Tk.17.83 billion and that to the scheduled banks
and other financial institutions by Tk.21.43 billion exerted expansionary influence. On the
other hand, the contractionary impact of Tk.37.27 billion in net foreign assets largely
neutralised the expansionary impact of these sectors.

Table 4.9
Causative Factors of Changes in Money Supply
(at current prices)

(in billion Taka)

Period Creditto | Creditto | Credit to Total Time Net Net Net Money Broad
Govern- Other Private Domestic | Deposits | Foreign| Other | Domestic Supply Money

ment Public Sector Credit Assets | Assets Assets (M1) (M2)

(Net) Sector
1 2 3 4 5 6 7 8 9 10 11

1994/95 46.14 49.07 265.65 360.86 290.33 | 104.63 | -43.37 317.49 131.79 | 422.12
1995/96 63.10 54.82 316.60 434.52 312.31 67.36 | -44.98 389.54 144.59 | 456.90
1996/97 80.17 58.75 355.05 493.97 354.61 6545 | -53.14 440.83 151.67 | 506.28

Source : Bangladesh Bank (Economic Trends, December, 1997).

4.11.4 Rate of inflation came down to 4.1 per cent in 1995/96 compared with 5.2 per cent in
1994/95 mainly due to lower money supply and low foodgrain prices as a result of higher
production of foodgrains during the year. Inflation declined further to 3.9 per cent in 1996/97.
This was due to lower foodgrain prices.

4.11.5 A comprehensive package of the financial sector reforms has been carried out in this
period. Steps, including improvement in banking regulations and bank supervision, have been
undertaken. A new capital adequacy requirement, based on risk-weighted measurement of
bank's portfolios has been introduced. A five phase programme has been undertaken to
strengthen credit discipline and bring loan classification provisioning regulation in line with
the international standard. Measures have been strengthened for improved recovery of bank
loans. Apart from enforcement of stricter discipline for sanction of new loans to defaulters,
administrative and legal measures have been taken to improve the legal environment through
amendment/enactment of laws. Steps have been taken to make the financial loan courts more
effective.

4.12 Domestic Resource Projection for Fifth Plan

4.12.1 Financial outlay of the Fifth Plan amounting Tk.1,959.52 billion is proposed to be
financed by Tk.1,519.76 billion in domestic resources and Tk.439.76 billion in net foreign
capital inflow- both ODA and foreign direct investment (FDI). Thus about 78 per cent of Plan
outlay will be financed by domestic resources. This will require relentless effort for domestic
resource mobilisation. The Plan outlay, its breakdown between the public and private sectors
and their broad financing sources are shown in Table 4.10.
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Table 4.10
Financing of Fifth Plan Outlay
(at 1996/97 prices)

(in billion Taka)
Items Total Share (%) Public Share (%) Private Share (%)

Plan Size 1,959.52 100.00 858.94 100.00 1,100.58 100.00

Domestic Resource 1,519.76 77.56 527.72 61.44 992.04 90.14

External Resource 439.76 22.44 331.22 38.56 108.54 9.86

4.13 Financing of Public Sector Outlay During Fifth Plan

4.13.1 Public sector outlay during the Fifth Plan period is projected to be Tk. 858.94 billion
or 44 per cent of the total outlay. Of the total public sector outlay, Tk. 527.72 billion (61.4 per
cent) will be financed from domestic sources i.e., revenue surplus, capital receipts, self-
financing by the parastatals, etc. Rest of the public sector outlay Tk. 331.22 billion (38.6 per
cent) will be financed by ODA. Public investment for the development of physical and social
infrastructure will mainly be financed through increasing revenue, particularly tax revenue.
Use of foreign savings or debt for financing these outlays generates certain fundamental
weaknesses which make the economy vulnerable. Recent experience of the miracle
economies of East and South East Asia testifies to this apprehension.

4.13.2 Proposed financing of public sector outlay is presented in Table 4.11. The Plan
projects a revenue surplus of Tk. 377.26 billion. The underlying assumptions are that total tax
revenue will increase at an annual average rate of around 10.9 per cent and non-tax receipts at
around 8.6 per cent while revenue expenditure will grow at an average annual rate of around
6.5 per cent. The government will make a determined effort to increase other domestic
resources. The Plan, however, recognises that given the exogenous events, actual
performance may deviate from that of the projected. Under such circumstances, projection
will be revised based on assumption about future trend of exogenous variables.

Table 4.11
Financing of Public Sector Outlay* During Fifth Plan
(at 1996/97 prices)
(in billion Taka)
Sources Amount
Domestic Resources (c+d) 580.87
a) Revenue Receipts 1,159.73
Tax 957.82
Non-tax 201.91
b) Revenue Expenditure 782.47
c) Revenue Surplus (a-b) 377.26
d) Other Domestic Resources 203.61
External Resources 331.22
Total Resources 912.09

* Includes transfer to private sector.
Note : Other Domestic Resources include net capital receipts, self-financing of the parastatals, net resources
generated by food budget and public borrowing (net).

4.13.3 Present tax/GDP ratio in Bangladesh is one of the lowest among the developing
countries. The Fifth Plan projects that tax revenue will increase from Tk.140.74 billion in
1996/97 to Tk.235.63 billion in 2001/2002 (Table 4.12). This will raise tax/GDP ratio from
around 10 per cent in 1996/97 to 11.98 per cent in the terminal year of the Plan. This will
still be lower than that in other neighbouring South Asian countries. Since early 1990s, there
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have been some erosion and weakening of the tax base as well as tax efforts, resulting in
stagnation and sometimes decline in tax/GDP ratio. A Commission will be appointed to
examine the tax system and make recommendations for improvement of tax system and tax
administration.

Table 4.12
Projection of Tax Revenues During Fifth Plan
(at 1996/97 prices)

(in million Taka)

Items 1996/97 1997/98 | 1998/99 | 1999/2000 | 2000/2001 | 2001/2002 Total
(Benchmark) (Fifth Plan)
Customs Duty 42520.00| 47714.29| 48281.29| 49253.18 53614.79 58658.57| 257522.12
VAT 44400.00| 48095.24| 63061.96| 76347.80]  87490.42 99705.38| 374700.80
Income Tax 17350.00( 18571.43| 20163.57| 22447.49| 25128.46 28262.33| 114573.28
Non-judicial Stamp 5270.00| 5380.95| 5436.78 5583.39 5758.80 6088.73 28248.65
Land Revenue 1850.00 1857.14 1873.17 2005.87 2170.56 2352.03 10258.77
Electricity Duty 1053.00 1121.91 1215.76 1422.34 1678.94 1991.64 7430.59
Registration Fee 1650.00 1714.29 1593.99 1732.34 1883.01 2058.03 8981.66
Motor Vehicles Tax 1300.00 1761.90 1788.81 1862.27 2085.54 2389.97 9888.49
Others 3617.00 3716.19( 3701.31 4102.91 4591.58 5187.75 21299.74
Supplementary Duty 21730.00| 23904.76| 22874.45 23592.51 25608.29 28937.18 124917.19
Total Tax 140740.00| 153838.10( 169991.09| 188350.10| 210010.39| 235631.61| 957821.29

Note:  Above projection is based on a conservative estimate of import growth. However, it is anticipated that

the acceleration of growth during the Plan will lead to a somewhat higher level of import.

4.13.4 Adequate reform measures will be undertaken to bring about desirable changes and
improvement in the tax structure and tax administration. The main objectives will be to : (a)
attain a steady increase in tax/GDP ratio, (b) make major taxes elastic, (c) ensure
progressivity in incidence and (d) provide incentives for income, savings, exports and
production. Reform measures in tax administration will aim at strengthening its functioning
in order to cope adequately with tax evasion. It will be undertaken in view of the fact that an
increasing degree of tax evasion is the major factor behind inelasticity of revenue rather than
the tax structure itself.

4.13.5 The Fifth Plan recognises that tax evasion is a function of complexity of the tax
collection machinery and the reported corruption within the system. However, if the system
is simplified, the tax level is reasonable and public accountability is instituted with enough
checks and balances, the evasion is likely to decrease substantially in future. This issue will
be accorded priority during the Fifth Plan. If this issue is resolved expeditiously, the amount
of time spent on controlling tax evasion can be used more productively. This, in turn, will
lead to higher profitability and further tax collection.

4.13.6 Technical and management capacity of the National Board of Revenue (NBR) will be
improved substantially. Tax administration, both income and commodity taxation, which
aims at reduced contact between tax officials and the public will develop indirect methods
for determination of tax base and tax yield. These include audit, standardised production
coefficients, etc. These institutional deficiencies will be addressed on an urgent basis.

4.13.7 Given the policies of export led growth, flexible exchange rate and trade
liberalisation, it is expected that the importance of import-related taxes will predictably
decline. To offset that, emphasis will be shifted to domestic value added tax (VAT) and
income taxation. In order to increase tax revenue, emphasis will be laid on expansion of VAT
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network extending it to the retail level, and broadening the income tax base. In order to make
VAT system efficient, collection procedure of VAT will be simplified and evasion will be
reduced and VAT administration will be strengthened. At the same time VAT collection
procedure will be carefully monitored in order to control evasion and corruption.
Supplementary duties will be rationalised and brought under normal tax system as a potential
tax instrument so that it can address both revenue and equity concerns in tariff reforms. Both
income as well as corporate tax rates will be reduced. This, in turn, will increase profitability
of enterprises leading to improvement in tax discipline and subsequent larger collection.

4.13.8 In order to make the tax system more equitable, measures will be taken to increase the
share of direct taxes in revenues. Collection of direct taxes will be increased through
increasing tax bases and strengthening tax administration and reducing tax rates, where
appropriate. Numerous exemptions that erode the base of personal income taxation will be
eliminated gradually. Use of tax holiday for companies will be discouraged. The scope of
wealth and capital gains tax will be extended to cover other sources of wealth and property.

4.13.9 Policies will be undertaken during the Plan period to increase the contribution of non-
tax revenue. Narrow base of non-tax revenue and deficits in railway and postal departments
are responsible for low contribution of non-tax sources to the total revenue receipts. To
extend the base, cost recovery will be sought from rendering public services in such fields as
education, health, irrigation and water-supply. The Plan projection has been made on the
assumption that deficits in railway and postal departments will decline over the years and they
will make positive contribution at the end of Plan period. Non-tax revenue is projected to
increase at the rate of around 8.6 per cent annually from Tk.30.71 billion in 1996/97 to Tk.
46.35 billion in 2001/2002 (Table 4.13).

Table 4.13
Projection of Non-tax Revenues During Fifth Plan
(at 1996/97 prices)
(in million Taka)
Items 1996/97 1997/98 | 1998/99 |1999/2000 | 2000/2001 | 2001/2002 Total

(Benchmark) (Fifth Plan)

Interest Income 5300.00 | 5238.10 | 4685.95 5263.36 | 5925.16 6386.96 27499.53
Dividend and Profit 7410.10 | 7756.00 | 7614.67 8707.76 9426.39 10211.71 43716.53
Public Financial Institutions 5245.50 | 5047.62 | 4685.95 5418.16 | 5771.26 5941.36 26864.35
Public Enterprises 2164.60 | 2708.38 | 2928.72 3289.60 3655.13 4270.35 16852.18
Water Charges 20.00 21.43 93.72 108.36 123.12 133.68 480.31
Ferry Receipts 100.00 114.29 62.48 61.92 61.56 59.41 359.66
Tolls 470.00 485.71 468.60 541.82 615.60 742.67 2854.40
Railway -893.70 | -609.52 | -585.74 -193.51 192.38 557.00 -639.39
Postal Services -256.00 | -198.29 -78.10 38.70 76.95 111.40 -49.34
Telegraph and Telephone 6300.00 | 7142.86 | 7419.42 | 7740.23 8464.52 8912.03 39679.06
Disinvested Industrial Units 650.00 | 1304.76 | 2342.98 | 2322.07 1539.00 742.67 8251.48
Rents from Government 600.00 609.52 [ 2967.77 | 3096.09 323191 3267.75 13173.04

Housing

Passport and Visa Fee 1750.00 | 1714.29 | 1522.93 1586.75 1654.43 1671.01 8149.41
Others 9259.60 | 9480.29 [11285.33 | 11726.45 | 12388.98 | 13553.67 58434.72
Total 30710.00 |33059.44 |37800.01 | 41000.00 | 43700.00 46349.96 201909.41

4.13.10 Non-tax revenues are going to increase significantly during the Fifth Plan because of
strong policy measures to be taken by the government. These are described below, under
different heads of non-tax revenue collection:
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a. A significant amount of debt service liability still remains to be paid to the
government by the state owned enterprises (SOEs). Administration for recovery of
loan and interest income from these SOEs will be strengthened on a priority basis.

b.  More than 217 SOEs have been identified for disinvestment by March 1997, of which
21 have already been transferred to private owners by April 1997. Rest of them will
be transferred during the Plan period. This is going to increase revenue from this head.

c.  Administered prices of public utilities will be left free to be determined by market
forces. This will increase revenue receipts of the government.

d.  Under the public sector reform programme, several reforms have been undertaken in
the administration of the SOEs, which have already started paying dividends. In the
industrial sector, BMRE will be undertaken in BTMC and BJMC which will increase
productivity. All these are going to increase dividends from such SOEs.

e.  Under the financial sector reform programme the performance of the public financial
institutions are being revamped which will start paying off during the Plan period.

f.  Projects will be undertaken to increase the irrigated area by 26 per cent from 3.99
million hectare in 1996/97 to 5.04 million hectare in 2001/2002. Huge investment is
being made in large scale flood control and irrigation projects of BWDB. However,
the collection of water charges from these projects are far from being satisfactory.
Revenue collection machinery will be strengthened so as to increase collection of
water charges.

g.  During the Plan period Bangabandhu, Bhairab and Paksey bridges will be completed,
leading to collection of substantial tolls.

h.  During the Plan period the number of telephones is projected to increase from
523,185 to 1223,185. The subscribers for internet, pager and radio trunking are going
to increase from about 47,200 to 51,100. These will correspondingly increase
revenues for the government.

1. With the pay increase for the government employees, rent receipts for use of
government housing will also increase. In addition, the number of government flats is
going to increase from 20,528 to 26,628 during the Plan period. As a result revenue
collection under this head is going to increase .

j-  Bangladesh Parjatan Corporation has extensive programme for promoting Bangladesh
as a tourist destination of the South Asia and will encourage FDI for the development
of tourism infrastructure. Income and revenue from these sources will increase during
the Plan period.

k.  Number of subscribers for gas and electricity will increase substantially. This is
going to be a source of substantial revenue generation.

L. Charges for services in the fields of education and health will be cost-based, reducing
or eliminating subsidy.

m. During the Plan period, receipts from exploration of gas, oil and mining of coals in
terms of royalties and profits will increase.

n.  During the Plan period the number of post offices will increase from 9,068 to 10,068.
This is going to reduce deficit from postal services.

o. Railway has been suffering mainly due to a fall in the revenue from passengers.
Revenue from freight is likely to increase as import and export pick up leading to
reduction in the deficit of Bangladesh Railway.

4.13.11 A major goal of fiscal management during the Plan period will be to restrict the
growth of revenue expenditures. Efficient governance and reduction of wasteful expenditures
will be the main focus of public expenditure programmes. The award of 1997 Pay
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Commission was considered in this calculation. It is estimated that the increase in pay will be
accompanied by substantial rationalisation of the government workforce and considerable
improvement in productivity in the government service. The government will take all
necessary steps so that incentive effect of this pay increase turns to be positive and several
human resource development programmes in the public sector contribute to efficiency.
Projection of major components of revenue expenditures during the Plan period is shown in
Table 4.14. Revenue expenditure in real terms will increase at an average annual rate of 6.5
per cent from Tk. 125.35 billion in 1996/97 to Tk. 171.34 billion in 2001/2002. The growth
of revenue expenditure at this rate assumes that expenditure on public administration
including law and order and defence will be kept to the indispensable minimum level. Debt
services will vary between 12 to 15 per cent of the total revenue expenditure. Transfer of
personnel required for maintenance and operation of completed projects to revenue budget
will be rigorously scrutinised.

4.13.12 Required mobilisation of domestic resources on the scale projected will call for a
strong political will to make tax administration efficient and effective. Measures will have to
be undertaken for eliminating losses of SOEs, withdrawing of public investment from the loss
making manufacturing SOEs, rationalising prices of goods and services produced by the
public utilities, avoiding low priority investment projects and restricting public consumption.
The macro policy framework will be tailored appropriately to achieve these objectives.

Table 4.14
Projection of Major Components of Revenue Expenditures During Fifth Plan
(at 1996/97 prices)
(in billion Taka)
Components 1996/97 1997/98 | 1998/99 | 1999/2000 | 2000/2001 | 2001/2002 Total
(Benchmark) (Fifth Plan)
General Services 49.17 51.56 52.53 54.63 56.82 59.09 274.63
Economic Services 13.40 14.19 14.99 15.07 15.87 16.67 76.79
Social Services 40.25 39.86 41.89 43.23 45.80 48.08 218.86
Subsidies 4.83 6.48 3.39 2.78 2.58 2.20 17.43
Debt Services 17.70 19.76 18.68 20.92 22.57 2391 105.84
Others - 6.67 19.75 20.61 20.50 21.39 88.92
Total 125.35 | 138.52 | 151.23 157.24 164.14 171.34 782.47

4.13.13 During the Plan period, projected domestic resource generation through increasing
revenue surplus and capital receipts, containing self-financing of autonomous organisations
and controlling revenue expenditures will reduce Bangladesh's dependence on external aid for
its public sector development outlay from 51.1 per cent in the base year to 29.8 per cent in the
terminal year. Of the total domestic resources, contribution of revenue surplus will be 47.7
per cent to ADP in the terminal year.

4.13.14 Recent trends in revised allocation of the ADPs show that self-financing by the
parastatals is declining in nominal terms. The trend is likely to continue in the future. Under
the macroeconomic stabilisation programme, the government has the commitment to reduce
the budget deficit. To this end, one of the important issues to be addressed is the collection of
debt service liability (DSL) payments from the parastatals. With the improvement in financial
performance of the parastatals, they will be obliged to fulfil their debt service payment to the
government. This can impose a limit on the liberty to transfer resources by themselves
towards their self-financed projects. Besides, no self-financed new public projects will be
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encouraged in the future. To complete the on-going projects, an amount of Tk.11.42 billion
has been allocated in the Fifth Plan.

4.13.15 Food budget operations have become a major source of instability for domestic
resource mobilisation. The impact of food budget, which has emerged as a large deficit since
late 1980s, causes a huge drain on domestic resources. Elements of the food budget are so
unpredictable and volatile in nature that no attempt can be made to estimate the net impact of
food budget for a period of 5 years in future. In the near future, the scope for reducing the
size of deficits substantially is very limited. On the other hand, there are reasons to believe
that the deficits may increase. The projection of external resources indicates that food aid is
going to decline by sizeable amount during the Fifth Plan. This will lead to increase in
commercial import and domestic food procurement at higher prices. Without commensurate
adjustments in ration prices, such excess expenditure is likely to increase deficits in food
account. Further, since price support will be given to agriculture during the Plan period, the
food procurement will increase. At the same time Food for Works and Food for Education
programmes are going to be expanded. As a result, not much will be received from the food
budget. Since 1991/92, the deficits, on an average, amounted to more than Tk. 3 billion per
annum at current prices. In order to increase the contribution from the food budget the
government will resort, in lean season, to open market sales at prices higher than procurement
prices.

4.13.16 Net capital receipt, which has been positive in recent years, is expected to improve
on account of increase in collection from various bonds, growth in the deposits in national
savings and provident fund and better recovery of cash loans from the parastatals. During the
Fifth Plan extensive efforts will be made to introduce innovative financial instruments which
will be tax free. This is going to increase revenue from this head substantially. Contribution
of net capital receipts to the ADP was more than 9 per cent in 1995/96 and estimated at over
11 per cent in 1996/97. Against this backdrop, it is estimated that the net capital receipts are
going to make significant contribution during the Plan period. Table 4.15 presents financing
of the ADPs during the Fifth Plan.

4.13.17 Given the imperfection in the financial market and superior position of the
government in risk diversification, the government will undertake borrowing from the public
with the objective of transferring the major part of this along with resources generated in the
energy sector to the private sector. Government will institute various kinds of funds. Such
funds will include Industrial and Export Development Funds through which funds will be
channelised to the private sector, particularly in those thrust sectors where private investment
is shy. Public sector will generate a surplus of more than Tk.50 billion for transfer to the
private sector. Inspite of additional borrowing, the new domestic debt to GDP ratio will be
hardly 2.8 per cent in the terminal year of the Plan.

4.13.18 One of the important areas where additional resources will be generated is through
pruning of unproductive projects and projects which are taking unduly long time to complete.
Public accounting of investment projects with questionable quality will be instituted.
Thorough public accounting of the development projects will bring in additional dividend.

4.13.19 Emphasis will be given on improving the financial position of the local governments.
More revenue will be generated through broadening the base of taxes and fees. Tax
administration will be strengthened further to reduce tax defaults and evasion. Tax rates will
be revised and taxes will be imposed/extended in certain areas which have potentials for
raising revenues at the local levels. Emphasis will be given to make Zilla, Thana and Union
Parishads financially solvent to enable them to finance development activities of their own.
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4.13.20 Besides financing the development outlays, elimination of poverty will continue to
be one of the primary objectives of domestic resource mobilisation in the public sector. To
improve the quality of and access to educational and health services, social services have
received priority in the projection of expenditures. This will enhance the earning capacity of
the poor and reduce direct demand on public resources. Public Foodgrain Distribution System
will be adjusted adequately to favour the non-monetised channels, such as, FFW, VGD, etc.
This will transfer income to the poor.

Table 4.15
Financing Annual Development Programmes During Fifth Plan
(at 1996/97 prices )
(in million Taka)
Items 1996/97 1997/98 1998/99 | 1999/2000 2000/2001 2001/2002 Total
(Benchmark) (Fifth Plan)

Domestic Resource 62030.0 60339.5 | 87794.8 108709.8 144218.8 179800.8 | 580863.7

Tax 140740.0 153838.1 [ 169991.1 188350.1 210010.4 235631.6 | 957821.3

Non-tax 30710.0 33059.4 | 37800.0 41000.0 43700.0 46350.0 | 201909.4

Total Revenue 171450.0 186897.5 [ 207791.1 229350.1 2537104 281981.6 | 1159730.7

Revenue Expenditure 125350.0 138520.0 | 151227.3 157240.3 164149.6 171337.8 782475.0

Revenue Surplus 46100.0 48377.5 56563.8 72109.8 89560.8 110643.8 377255.7

Net Food Budget -560.0 466.7 -500.0 -500.0 -500.0 -500.0 -1533.3

Self-financing 1550.0 1666.7 1950.0 2100.0 2600.0 3100.0 11416.7

Net Capital 13090.0 5400.0 6500.0 7000.0 7500.0 8000.0 34400.0

T & T Bond 1850.0 1428.6 3000.0 3500.0 3500.0 3500.0 14928.6

Biman Bond - - 650.0 700.0 750.0 800.0 2900.0

New Debt - 3000.0 19631.0 23800.0 40808.0 54257.0 141496.0
Extenal Resource 59750.0 64200.0 | 64181.0 66309.0 67325.0 69205.0 | 331220.0
Total Resources 121780.0 124539.5 | 151975.8 175018.8 211543.8 249005.8 | 912083.7
ADP 117000.0 121905.0 | 138534.0 167308.0 199279.0 231913.0 | 858939.0
Resource Surplus *%4780.0 2634.5 13441.8 7710.8 12264.8 17092.8 53144.7
As Percentage of GDP
Tax 10.03 10.35 10.76 11.16 11.56 11.98 -
Non-tax 2.19 2.22 2.39 2.43 2.41 2.36 -
Total Revenue 12.22 12.57 13.15 13.59 13.97 14.34 -
Revenue Expenditure 8.94 9.32 9.57 9.32 9.04 8.71 -
Revenue Surplus 3.28 3.25 3.58 4.27 4.93 5.63 -
Net Food Budget -0.04 0.03 -0.03 -0.03 -0.03 -0.03 -
Self-financing 0.11 0.11 0.12 0.12 0.14 0.16 -
Net Capital 0.94 0.36 0.41 0.41 0.41 0.41 -
T & T Bond 0.13 0.10 0.19 0.21 0.19 0.18 -
Biman Bond - - 0.04 0.04 0.04 0.04 -
New Debt - 0.20 1.24 1.41 2.25 2.76 -
Total Debt 1.07 0.66 1.88 2.07 2.89 3.39 -
Other Domestic Resource 1.14 0.81 1.98 2.17 3.01 3.51 -
Domestic Resource 4.42 4.06 5.56 6.44 7.94 9.14 -
External Resource 4.26 4.32 4.06 3.93 3.71 3.52 -
Total Resources 8.68 8.38 9.62 10.37 11.65 12.66 -
ADP 8.34 8.20 8.77 9.91 10.97 11.79 -
Resource Surplus 0.34 0.18 0.85 0.46 0.68 0.87 -
As Percentage of ADP -
External Resource 51.07 52.66 46.33 39.63 33.78 29.84 -
Revenue Surplus 39.40 39.68 40.83 43.10 44.94 47.71 -

** Transfer of non-ADP FFW programme. Resource surplus in other years ( 1997/98-2001/2) will be transferred
to the private sector.
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4.14 Local Level Resource Mobilisation

4.14.1 Local level resource mobilisation will play a significant role in domestic resource
mobilisation during the Fifth Plan period. So far local level resource mobilisation in
Bangladesh has been very poor and could not cater to the needs of local governments
towards building physical infrastructures and providing local public services. There are two
sources of resource for local governments: (a) collection of taxes and non-tax revenues such
as various fees and tolls, incomes from hats, bazars, sairat mahals etc. and (b) grants from the
central government. Local governments e.g., Zilla Parishad, Thana Parishad and
Municipalities depend heavily on the central government grants. Own revenue income of
Union Parishads barely covers wages and salaries of staff and requires government grants for
their development expenditures. Zilla Parishads and Municipalities, however, spend between
20 to 30 per cent of their own resources on administrative costs. Thus at the lowest strata of
local governments, Thana and Union Parishads face serious resource constraint for
development.

4.14.2 Presently, local governments, except Municipalities and City Corporations, rely on a
very few sources for raising revenue. Zilla Parishads depend mostly on the immovable
property transfer tax (IPTT). Union Parishads mainly rely on chowkidari tax. This calls for
broadening the tax base in order to enable the local governments to generate more revenues.
Efforts will be made to revise the existing tax rates and fees and impose/extend taxes in
certain areas such as road user tax at the local level, betterment fees on land protected by
embankments, entertainment fees, charges on slaughters, local tax on profession, business and
trade, agriculture, etc.

4.14.3 City Corporations and Municipalities have varied sources of revenue. These
organisations resort to variety of taxes and fees. They also derive a substantial income from
properties. The Dhaka City Corporation earns about 40-45 per cent of revenue from this
source. However, tax collections of the City Corporations are affected by tax defaults and
evasions. Tax administration will be strengthened further in these local bodies. Municipalities
at present rely on the government grants to the extent of 22 per cent of their income. City
Corporations and Municipalities will be made more self-reliant so as to reduce their
dependence on the government grants. In future, the City Corporations will float bonds for
mobilising resources.

4.14.4 Local resource mobilisation during the Plan period will depend on raising of tax rates
and improving tax administration and service delivery at the local level. It is necessary to
recast sources of tax and non-tax revenues for the different strata of local governments. Taxes
on property transfer may be shared by all local governments. Motor vehicles tax can be shared
by Municipalities, Zilla Parishads and the central government. Taxes on income from auction
for hats and bazars, sairat mahals and ponds below 3 acres may conveniently be shared by
Union Parishad, Thana Parishad, Zilla Parishad and the central government. Proper steps will
be undertaken to fix up the shares of these taxes and incomes among different local
governments. Similarly, bloc allocation from the central government to the local governments
will be made on the basis of a definite allocation criteria. This will ensure proper use of the
fund for the development of physical and social infrastructure at the local level and provide
utility services to people at the grassroot level. Political leadership will enthuse people in
taking initiatives and participating in the development process at the local level. Non-
monetised resources will augment resource collection from the traditional sources
contributing to acceleration of the growth of the rural economy and alleviation of poverty.
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4.15 Financing of Private Sector Investment

4.15.1 Private sector will play a leading role during the Fifth Plan. Private sector investment
has been projected to be Tk.1,100.58 billion which is around 56 per cent of the total outlay.
Performance of the private sector in the recent past has been encouraging and the projected
level of private investment will be realised, provided rational fiscal, trade and monetary
policies are pursued.

4.15.2 Unlike the public sector financing, private sector investment will be financed through
various sources. There are thousands of small individual investors in the economy who
finance most of their investment with own resources or resource borrowed from informal
sources. The investors in the formal sectors finance their investment through equity,
borrowing from domestic financial institutions and foreign sources. During the Fifth Plan a
significant part of private investment is going to come in the form of FDI. The share of FDI is
increasing gradually. Most of FDI in Bangladesh is channelled through export processing
zones (EPZs). There are three EPZs in the country and more are in the offing. These EPZs are
expected to make a considerable amount of investment during the next five years and beyond.
For the local investors of Bangladesh, investment fund can be raised at the stock exchanges
through public subscription of shares. However, stock markets are not yet highly developed.
The bulk of investment will be financed by the commercial banks and specialised financial
institutions. NGOs will have their own investment and fund arrangements for micro
enterprises. Bangladesh Bank will continue to monitor the process of financial intermediation
and ensure the flow of investible credit at reasonable cost within the framework of
macroeconomic stability.

4.15.3 A major share of the planned investment in the private sector will be realised through
mobilisation of domestic savings for which new institutions and instruments will be
developed. Efforts will be made to save a larger proportion of the incremental income through
the banking system and using new savings instruments. In order to increase deposits,
competitive interest rate policy will be pursued. The short and medium-term deposits will be
channelised as long term investment through appropriate time transformation. Private
investment, to the extent of 20 per cent, will be financed in the form of equity and the
remaining 80 per cent will be met through borrowing from the money market.

4.15.4 Development Financing Institutions like BSB, BSRS, BKB and RAKUB will be
strengthened for this purpose. ICB will be strengthened for bridge financing. Underwriting of
capital issues will be pursued alongwith syndication. More financial institutions like export-
import bank, employment bank, insurance companies, exchange banks, commercial banks
and venture capital institutions will be set up during the Plan period. More superannuation
funds will be created and funded. Newer financial instruments are anticipated to attract
substantial savings. Investment in selected financial instruments will be made tax free.

4.15.5 Small investors, particularly professionals, will be encouraged to set up both
manufacturing and service enterprises with bank loans where possible without collateral. For
this purpose credit guarantee scheme of Bangladesh Bank will be restructured and expanded
in scope.

4.15.6 Micro credit will have a major thrust during the Fifth Plan in accordance with the
declaration of Micro Credit Summit, 1997. However, micro credit will have a new approach
during the Plan period. Both consumption and investment loans will be given together to poor
borrowers intending to set up business enterprises. This will prevent diversion of investible
fund to consumption. Palli Karma Shahayak Foundation will play an important role in the
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management of micro credit disbursement. The role of individuals in poverty alleviation
through disbursement of micro credit from their personal fund will be emphasised.
Individuals with surplus resources will be encouraged to disburse micro credit to the poor
people particularly to the poorest of the poor in rural areas who can use the credit for
productive purposes. Following the principle of profit and loss, one may charge small
percentage of profit to cover disbursement and supervision cost. This will generate
substantial amount of resources. However, for this, social leaderships will have to take
initiatives and set examples.

4.15.7 Public sector will provide necessary infrastructural facilities to accelerate the pace of
growth of private investment besides continuation of efforts for prudent macroeconomic
management. A sum of Tk.992.04 billion or around 90 per cent of total projected private
investment will be generated domestically and Tk.108.54 billion will be financed from
external sources. Domestic stock markets and borrowing from financial institutions will play
the major role to supply funds for private investment. Remittances from Bangladeshi
nationals working abroad and FDI will be encouraged and promoted to finance the projected
private sector investment. Industrial policy will be further liberalised at the beginning of the
Fifth Plan for achieving the target of private sector investment. Efforts will be made to
encourage household savings through adoption of suitable institutions, monetary and fiscal
measures including rationalising interest rate for savings deposits, expansion of insurance
business, introduction of new savings and investment schemes such as mutual funds,
strengthening of the existing savings institutions, capital market and financial
intermediations, establishment of new savings institutions, development of secondary capital
markets, extension and strengthening of micro credit organisations to mobilise savings of
small rural households.

4.15.8 Gross domestic savings ratio was 8.3 per cent of GDP in 1994/95. Major fiscal and
monetary reforms are under implementation to increase the savings rate. Personal and
corporate savings will be encouraged by tax incentives alongwith wider institutional
arrangements to enhance savings rates to a respectable two digit level during the Plan period.
With declining ODA the national savings rate has to be increased to 20.14 per cent to make
possible investment necessary for achieving an average annual 7 per cent growth rate of GDP
in the Fifth Plan.

4.16 Monetary Management During Fifth Plan

4.16.1 In aregime where private sector plays the dominant role, money market becomes the
most important source of resource mobilisation. As such, efficient monetary management
will be given priority during the Fifth Plan. During the Plan period, the key objective of
monetary policy will be to achieve a growth rate in monetary aggregates that is consistent
with achieving the projected growth rate of GDP as well as sustaining a reasonable price
stability. To meet the requirements of the economy, broad money (M2) in nominal terms has
been projected to increase from Tk.506.28 billion in the 1996/97 to Tk.1,079.13 billion in the
terminal year. The demand for broad money will vary over the Plan period according to the
variation of the GDP growth rates as shown in Table 4.16.

4.16.2 The government has undertaken the financial sector reform programme in order to
strengthen Bangladesh Bank's monitoring and supervision functions while undertaking a
programme of bank restructuring, making procedural improvements and providing training in
order to ensure the viability of NCBs and private commercial banks. During the Plan period,
monetary management priorities will include: tightening of loan recovery procedures and
updating of the legal framework, strengthening of Bangladesh Bank's overseeing capabilities
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for better supervision and enforcement to improve the functioning and accountability of the
NCBs and DFIs as well as the private banks. It is anticipated that such reform programme
will strengthen the capability of the financial sector to finance private investment more
effectively.

Table 4.16
Projection of Broad Money (M2) During Fifth Plan
(in billion Taka)
1995/96 | 1996/97 | 1997/98 | 1998/99 | 1999/2000 | 2000/2001 | 2001/2002
Money Supply (M2) 456.90 506.28 582.12 671.71 779.65 913.44 1079.13
Percentage Change - 10.81 14.98 15.39 16.07 17.16 18.14

Note: 1. Years are on end June basis.

2. Income elasticity of demand for Broad Money (M2) = 1.362.

3. Growth in M2 is based on income elasticity of demand for Broad Money, implicit inflation of 5 per

cent and growth of GDP.

4.16.3 Interest rate policy will play the key role in overall monetary management. Substantial
progress has been achieved in the liberalisation of interest rates and making them more
market-oriented. Proper interest rate policy will not only create incentive for savings, but will
also channel the generated savings towards productive investment. Persistence of wide
difference between deposit and lending rate has had negative impact on both savings and
investment. This issue will be addressed during the Fifth Plan and further liberalisation of
interest rate will be considered.

4.16.4 Maintenance of a sustainable external balance has implication for domestic resource
mobilisation effort of the government. During the Fifth Plan, Bangladesh will follow an
exchange rate policy which is sufficiently flexible to deal with macroeconomic environment
and to maintain sustainable external balance. This will require adjustment of the exchange
rate in line with the movement of the real effective exchange rate (REER) of Taka.
Bangladesh is, at present, adjusting its Taka in terms of a basket of foreign currencies.
Imports have been liberalised and with the exception of few items, the quantitative
restrictions have been removed from all importables. The liberalised trade policy will be
pursued during the Fifth Plan which will make exports more competitive and induce setting
up of competitive industries. The balance of payments policy will be managed in such a way
that the foreign savings is maximised which is vital for acceleration of the growth process.

4.17 Domestic Resource Mobilisation and Macroeconomic Stabilisation

4.17.1 The basic resource mobilisation strategy will be to limit the size of the budget deficits
by stronger revenue initiatives and restraints on revenue expenditures. If these measures are
implemented effectively, they will, in the medium term, achieve three things - first, the
attainment of macroeconomic stability; second, improvement in public savings; and third,
lessening of the burden of public debt.

4.17.2 Since the mid 1980s Bangladesh has been following a package of macroeconomic
policies under the Structural Adjustment Programme. The basic objective of such a
programme has been the attainment of macroeconomic stability. The Fifth Plan will,
however, institute an efficient and dynamic macro policy regime which will play an
important role in economic growth and development. Such a macro policy regime will
increase savings and will channel savings into productive uses, encourage productive
consumption and discourage unproductive consumption, lower inefficiency and wastage,
remove bottlenecks of various kinds, eliminate growth-retarding distortions in the tax system
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and other distortions in the relative prices of factors of production due to public policies, and
at the same time maintain overall macroeconomic stability.
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CHAPTER V
TRADE AND EXTERNAL RESOURCES

5.1 Review of Fourth Plan

5.1.1 During the first four years of the Plan, exports and remittances grew at a continued
higher rate while imports grew at a slower rate fluctuating from year to year. These trends in
export earnings and import payments for goods helped contain trade deficit and ultimately
caused the current account deficit to decline. The trade balance and the current account
balance, however, worsened in the terminal year of the Plan, largely because of the growth of
imports in 1994/95. Overall balance of payments position over the Plan period is shown in
Table 5.1.

Table 5.1
Balance of Payments 1990-95
(at 1989/90 prices)
(in million US$)
Category Projection Actual Achievement (%)

Import Payments (-) 22,668 (-) 22,735 100.30

a. Goods (c.i.f.) (-) 19,811 (-) 19,681 99.34

b. Services (-) 2,857 (-) 3,054 106.90
Export Receipts 13,528 13,138 97.12

a. Goods (f.0.b.) 10,792 10,392 96.29

b. Services 2,736 2,746 100.37
Balance of goods & services (-) 9,140 (-) 9,597 105.00
Remittances 4,326 4,296 99.31
Current Account Balance (-) 4,814 (-) 5,301 110.12
Medium & Long Term debt (-) 1,343 (-) 1,140 84.88
repayments
Balance of Payments gap (-) 6,157 (-) 6,441 104.61
Aid Inflow 8,338 7,564 90.72

5.2 Imports

5.2.1 Import of goods at 1989/90 prices grew at an annual rate of 6.14 per cent which was
higher than 5.11 per cent envisaged in the Plan. Total import during the Plan period was,
however, $130 million (0.66 per cent) less than $19,811 million projected in the Plan due to
low imports during the early years. Imports started picking up after declining during the first
two years of the Plan and spurred to a peak of $ 5,051 million in the terminal year. Foodgrain
imports rose sharply to $622 million in 1994/95, as opposed to the expectation of a fall to
$100 million. Non-food imports and imports of intermediate goods grew at a lower rate of
5.4 per cent and 5.5 per cent respectively compared to 6.6 per cent and 9.8 per cent projected
in the Plan. Capital goods import actually declined by 2.2 per cent against the expectation of a
1.7 per cent growth during the Plan. Import of textile goods grew at about 30 per cent in
response to higher foreign demand for ready-made garments(RMG) against an average
growth of 20.7 per cent as envisaged in the Plan. The commodity structure of imports in the
base year (1989/90) of the Plan and that in its terminal year (1994/95) are shown in Table 5.2.
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Table 5.2
Merchandise Imports During Fourth Plan Period
(at 1989/90 c. i. f. prices )

(in million US$)
SL Commodity Unit 1989/90 1994/95
No (Benchmark)
Qty. Value Projection Actual
Qty. Value Qty. Value
FOODGRAINS mill. tons 1.523 343 0.51 100 | 2.567 622
1. Rice -do- 0.300 102 0.813 276
2. Wheat -do- 1.223 241 0.51 100 1.754 346
NON-FOOD .ee e 3,407 e 4,700 . 4,429
1. Edible oil & 0il ‘000’ tons 294 131 570 268 548 241
seeds
2. Crude petroleum -do- 904 125 | 1,400 193 1,364 188
3. Petroleum -do- 983 197 | 1,000 200 1,181 236
products
4. Cotton & staple ‘000 371 137 420 156 381 142
fibre bales
5. Yarn mill. Ibs. 20 37 35 64 53 98
6. Textiles 288 735 1,028
7. Fertiliser ‘000’ mt. 375 74 775 153 710 140
8. Cement -do- 1,606 95| 1,800 106 2,200 130
9. Chemicals 87 150 158
10. | Iron & Steel 177 250 230
11. | Milk & Cream ‘000’ tons 63 88 80 113 22 31
12. | Sugar -do- 91 44 100 48 147 70
13. | Spices -do- 11 13 35 41 10 12
14. | Cocoanut oil -do- 30 22 40 29 4 3
15. | Pharmaceutical products e .ee 28 .ee 40 .ee 30
16. [ Dyeing, Tanning, 29 40 43
etc. extracts
17. | Capital goods 1,296 1,410 1,160
18. | Others 539 704 489
TOTAL e ee 3,750 ee 4,800 ee 5,051

5.3 Exports

5.3.1 Total exports during the Plan period fell short of the projection by $400 million (3.71
per cent) and amounted to $ 10,392 million. In contrast, the average annual rate of growth of
exports was a bit higher at 12.2 per cent than 11.6 per cent envisaged in the Plan as export
picked up slowly during the early years. Non-traditional exports grew at a higher rate of 17.2
per cent against the Plan projection of an average annual growth of 16.0 per cent thereby
offsetting the shortfall in traditional exports. Ready-made garments fell short of the target
which was more than compensated by the knitwear export. Export earning by commodities
may be seen in Table 5.3. It may be pointed out that the Fourth Plan experienced some
healthy developments in the shares of ready-made garments and frozen food. These two
items together grew at an annual rate of 16.79 per cent. However, their share declined from
72.67 per cent of non-traditional export earnings in 1989/90 to 71.28 per cent in 1994/95.
Non-traditional exports thus underwent further diversification which reduced the overall risk
of price fluctuations. Knitwear, leather goods and the specialised textiles added to this
diversification.
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Table 5.3
Merchandise Exports During Fourth Plan Period
(at 1989/90 f.0.b. prices)

(in million US$)
SL. | Commodity Unit 1989/90 1994/95
No. (Benchmark) Projection Actual
Qty. Value Qty. | Value | Qty. Value

TRADITIONAL .ee .ee 501 .. 487 .. 443
01. [ Raw jute mill. bales 2.06 125 1.80 108 1.72 103
02. [ Jute goods ‘000’ tons 545 337 525 325 474 294
03. | Tea mill. kgs. 22.6 39 31 54 27 46

NON-TRADITIONAL .ee .ee 1,028 o | 2,163 . 2,277
01. [ Leather mill. sft. 157 179 160 182 162 184
02. | Frozen food mill.lbs. 48 138 55 158 78 226
03. | Readymade garments 609 1,480 1,397
04. | Fertilisers ‘000’ tons 144 21 500 74 438 64
05. | Naphtha -do- 59 8 50 7 28 4
06. | Furnace oil -do- 130 11 0 0 129 10
07. | Newsprint -do- 5 3 1.5 1 0.15 | negligible
08. [ Paper -do- 0.6 1 1 2 0 0
09. | Handicrafts e ee 5 8 e 5
10. | Specialised textiles & 4 25 26

household linen
11. | Knitwear 15 155 237
12. | Vegetables ‘000’tons 5.6 8 10 14 8 12
13. | Tobacco -do- 0.5 1 4 2 0.1 | negligible
14. | Betel leaves -do- 0.2 | negligible 2 3 1.2 2
15. [ Others 25 52 110

TOTAL : 1,529 2,650 2,720

5.4 Terms of Trade

5.4.1 The terms of trade which deteriorated by 2.6 per cent in 1989/90 improved by 2.3 per
cent in 1990/91, 1.4 per cent in 1991/92, 3.5 per cent in 1992/93 and 2.7 per cent in 1993/94,
largely as a consequence of a faster growth in the prices of exports in general than imports
(Table 5.4). However, 8.9 per cent increase in the import price index against 6.6 per cent rise
in the export price index resulted in a deterioration of 2.2 per cent in the country’s terms of
trade in 1994/95.
Table 5. 4
Terms of Trade During Fourth Plan Period
(1979/80 = 100)

Year Export Price Indices Import Price Indices Terms of Trade
1989/90 95.6 103.0 92.8
1990/91 101.9 107.4 94.9
1991/92 100.4 104.4 96.2
1992/93 107.3 107.8 99.6
1993/94 1133 110.8 102.3
1994/95 120.8 120.7 100.1

5.5 Private Transfers

5.5.1 Total home remittances during the Fourth Plan period amounted to $4,296 million.
This fell short by only 0.69 per cent of the target of $4,326 million while the growth of
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private transfers was 4.8 per cent against the projected 5.1 per cent. This compares with a 9.6
per cent annual growth during the Third Plan period. Main reasons for lower growth of
private transfers were political unrest and administrative hurdles. Manpower export was
91.18 thousand persons during the Plan period against 40.93 thousands during the previous
Plan period giving an annual rate of growth of 17.37 per cent on an average.

5.6 Foreign Aid

5.6.1 The global recession after the Gulf war, the emergence of independent states in the
former Soviet Union and the donors’ constraints adversely affected the availability of external
assistance and caused a decline in the flow of foreign aid to Bangladesh. During the Plan
period, the total aid disbursement which was also affected by implementation problems fell
short of the target by 9.28 per cent and reached $7,564 million.

Table 5.5
Disbursement of Foreign Aid 1990-95
(at 1989/90 prices)
(in million US$)
Category of Aid Projection Actual Achievement (%)
Food 972 1,109 114.09
Commodity 2,100 1,923 91.57
Project 5,266 4,532 86.06
TOTAL 8,338 7,564 90.72

5.7 Debt Service

5.7.1 The country’s debt obligation consists mainly of public sector debt which increased,
in nominal terms, from $10,609 million in 1989/90 to $16,767 million in 1994/95. Debt
service payments for public sector MLT ( medium and long term) debt rose from $302
million in 1989/90 to $ 468 million in 1994/95, representing 13.48 per cent of export earnings
in 1994/95 compared to 19.75 per cent in 1989/90.

Table 5.6
Debt Service Payments of MLT Loans 1990-95
(at current prices)

(in million US$)
Year Total DSL Exports DSL as % of Exports
1989/90 302 1,529 19.75
1990/91 317 1,718 18.45
1991/92 337 1,994 16.90
1992/93 374 2,383 15.69
1993/94 402 2,534 15.86
1994/95 468 3,473 13.48

5.8 Balance of Payments Performances in 1995-97

5.8.1 The country’s balance of payments came under strain in FY96. A steep rise in imports
coupled with slower aid disbursement triggered a rundown in the country’s foreign exchange
reserves by the end of the fiscal year 1995/96 ($2,039 million, equivalent to 3.6 months’
import bill). The trade deficit widened by more than 27 per cent to $2,999 million due to
higher import payments rising by about 18 per cent to $6,881 million while export receipts
posted an 11.8 per cent growth to $ 3,882 million. The current account deficit rose to $ 1,637
million, up by $ 572 million or 54 per cent over $ 1,065 million in FY95. Aid disbursements
declined by about 17 per cent down to $ 1,444 million while inflow of remittances from
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overseas workers levelled off at $ 1,217 million. The strains experienced in the external
balance in FY96 are likely to ease, although marginally, in FY97. An estimated faster growth
of exports than imports, aided and strengthened by an expected turnaround in the flow of
worker’s remittances, could narrow the current account deficit to an estimated 3.4 per cent of
GDP compared to 5.0 per cent in FY96.

5.8.2  During the year 1996/97, overall export receipts are expected to rise by 13.3 per cent
to $ 4,400 million while total import payments are likely to grow by 1.7 per cent to $ 7,000
million leaving a trade deficit of $2,600 million. The current account deficit is estimated to be
limited to $ 860 million, 47.5 per cent below the level of $ 1,637 million a year back
(1995/96), with the help of an estimated 20.7 per cent rise in private transfers.

5.8.3 Total exports are estimated to grow by 13.3 per cent to $4,400 million in FY97
compared to a growth of 11.8 per cent in FY96. Export earnings from jute, jute goods,
garments, knitwear, frozen food, and tea - the leading export items of the country, are all
estimated to register higher growth during the year. Total export growth would have been
even higher if it was not constrained by short supply of fertilisers, newsprint, paper and
bitumen, and weak performance of the leather sector.

5.8.4 In FY 96, there was a sharp fall in aid commitments compared to the previous year.
Aid commitments declined from $ 1,612 million in FY 95 by about 20 per cent and amounted
to $ 1,284 million in FY 96; project aid commitments declined by about 12 per cent while
commodity aid commitment declined by about 54 per cent in FY 96. There was also a sharp
fall in the actual aid disbursement. Despite attempts to improve the rate of aid utilisation,
disbursement performance continued to reflect the inherent weakness of development
administration and aid modality. It is estimated that disbursement position of foreign aid may
not improve appreciably in the short run.

5.8.5 The terms of trade remained more or less static in FY96 because of almost equal
increases in both the export and import price indices during the year. The terms are, however,
likely to decline slightly in FY97 under the combined effect of an estimated higher increase in
import price index of 5.0 per cent and a lower increase in export price index of 3.5 per cent.

5.9  Fifth Five Year Plan (1997-2002)

5.9.1 The projected balance of payments for the Fifth Plan is shown in Table 5.7. It shows
balance of payments gap declining from $1.3 billion in 1996/97 to $0.9 billion in 2001/2002.



95

Table 5.7
Projection of Balance of Payments During Fifth Plan
(at 1996/97 prices)
(in million US$
Category 1996/97 (Benchmark) 2001/02 1997-2002
Import Payments (c.i.f) (-)7000 (-)10525 (-)45395
Export Receipts (f.0.b) 4400 7750 31300
Trade Balance (-)2600 (-)2775 (-)14095
Invisibles(net) ()40 (-)65 (-)275
Inflows 712 1145 4770
Outflows (-)752 (-)1210 (-)5045
Private Transfers 1780 2270 10350
(Of which Remittances) (1500) (1915) (8705)
Current Account Balance (-)860 (-)570 (-)4020
MLT Debt Amortisations (-)330 (-)310 (-)1598
IMF Repurchases (-)114 (-)34 (-)357
Balance of Payments Gap (-)1304 (-)914 (-)5975
Disbursement of Aid 1450 1617 7745
a. Food 110 62 413
b. Commodity 161 137 761
c. Project 1179 1418 6571

5.10 Imports

5.10.1 During the Fifth Plan, the total import bill is estimated to grow at an annual rate of 8.5
per cent from $ 7,000 million in the base year to $10,525 million in 2001/02. The total import
bill for the Plan period will be about $45.40 billion. Given that domestic production of
foodgrains will reach 25 million metric tons in 2001/02 as planned, food import bill will
marginally increase to a level of $242 million in 2001/02 to import 1.21 million tons of
wheat only. A single item of import that will dominate during the period will be textiles
which is projected to rise from $1,960 million in 1996/97 to $3,155 million in 2001/02 in
order to support RMG exports. Other import items which will grow fast to meet domestic
demand are edible oil and oil seeds, cotton and cotton yarn, staple fibres, fertilisers, POL, etc.
Details of projected imports are shown in Table 5.8.
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Table 5.8
Projection of Merchandise Imports During
Fifth Plan (at 1996/97 prices )

(in million US$)
Commodity Unit 1996 / 97(Benchmark) 2001/02
Quantity Value Quantity Value
01. Foodgrains million tons 1.070 220 1.21 242
(a) Rice -do- 0.069 20 0 0
(b) Wheat -do- 1.001 200 1.21 242
02. Edible oil ‘000’ tons 300 180 550 330
03. Oil seeds -do- 140 45 275 88
04. Crude petroleum -do- 1,200 205 1,300 222
05. POL ‘000’ tons 1,596 361 2,515 568
(a) Petroleum -do- 1,545 345 2,440 544
products
(b) Lubricating oil -do- 51 16 75 24
06. Cotton ‘000’ bales 400 190 550 261
07. Staple fibre -do- 75 30 150 60
08. Yarn million Ibs 95 166 200 350
09. Textiles 1,960 3,155
10. Fertilisers ‘000’ tons 750 169 1,500 338
11. Cement -do- 2,200 165 3,000 225
12. Chemicals 165 250
13. Iron & steel 200 250
14. Milk & cream ‘000’ tons 25 52 30 62
15. Sugar -do- 150 56 133 49
16. Spices -do- 5.5 11 18 35
17. Cocoanut oil -do- 5 5 10 10
18 Pharmaceutical 20 30
products
19. Dyeing, Tanning 50 60
etc. extracts
20. Capital goods 1,650 2,150
21. Others 1,100 1,790
TOTAL : e e 7,000 e 10,525

5.11 Exports

5.11.1 During the Fifth Plan, export earning is expected to grow at an annual rate of 12.0 per
cent from $4,400 million in 1996/97 to $7,750 million in 2001/02. The share of non-
traditional exports will rise from 90.1 per cent in 1996/97 to 92.5 per cent in 2001/02 (Table
5.9). Traditional exports are envisaged to rise by 6.1 per cent only over the Plan period from
$434 million in 1996/97 to $585 million in 2001/02. Export of raw jute is projected to grow
at an annual rate of 9.3 per cent to a level of $162 million compared to $104 million in
1996/97. Frozen food export is envisaged to increase to $595 million in the terminal year
from $ 332 million in the base year reflecting an annual growth of 12.4 per cent. RMG export
excluding knitwear is expected to rise from $2,200 million in 1996/97 to $3,850 million in
2001/02, at an annual growth rate of about 11.8 per cent. Knitwear export will increase by
17.5 per cent annually during the Plan period.
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Projection of Merchandise Exports During

Fifth Plan (at 1996/97 prices)
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(in million US$)
Commodity Unit 1996/97 (Benchmark) 2001/02
Quantity Value Quantity Value
1 2 3 4 5 6
01.Frozen Food million 1bs 80 332 140 595
(a) Frozen shrimps 60 292 110 535
(b) Frozen fish 20 40 30 60
02. Fish ‘000’ tons 13 7 4.05 19
(a) Dried Fish 0.5 2 3.00 13
(b) Salted & dehydrated fish 0.8 5 1.05 6
03.Vegetables ‘000’ tons 20 23 30 35
04.Fruits ‘000’ tons 1.3 2 1.8 3
05.Betel leaves ‘000’ tons 1.1 1 1.6 2
06.Tobacco ‘000’ tons 2.5 3 3.0 3
07.Tea million kgs 27 32 32 38
08.Crude fertiliser ‘000’ tons 0.3 Negligible 2.5 1
09.Raw jute million bales 1.6 104 2.5 162
10.Jute goods ‘000’ tons 425 298 550 385
11.Tortoise & turtles ‘000’ tons 6.0 14 8.5 20
and crabs
12.Pharmaceuticals ... ... 3 ... 5.5
13.Fertiliser ‘000’ tons 655 123 750 140
(a) Urea 549 104 175 31
(b) Ammonia 106 19 575 109
14 Leather million sft. 145 203 200 280
15.Handicrafts 6 8.5
16.Specialised textiles and 56 112
household linen
(a) Terry towel million dozens 5 46 10 92
(b) Specialised textiles 10 20
17 Knitwear million dozens 29 779 65 1745
18.Readymade million dozens 54 2200 94.5 3850
garments
19.Fishing reel 15 30
20.Electronics 2 4.5
21.Leather goods 30 40
(a) Footwear 25 30
(b) Leather bags/purses 5 10
22.Textile fabrics 15 25
23.Tents 12 17
24 Ceramic tableware 15 20
25.Golf shaft 10 35
26.0thers 115 174.5
TOTAL: 4400 7750

5.12 Newly Developed Non-traditional Exports

5.12.1 The government attaches top priority to increase export of newly developed non-
traditional and higher value added products in order to accelerate economic growth, create
jobs and increase earnings to reduce the import-export gap. Some of them are outlined as

follows:
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Rural industry : Currently, there are little export-oriented activities in rural
Bangladesh. Garments made from hand-woven fabrics have a tremendous export
potential. The emergence of Grameen Check in Bangladesh capitalises on the
existence of a rural GO/NGO network in this regard. If agricultural intensification and
diversification proceed apace, tropical fruits, vegetables, cut flowers and fresh water
shrimp can also be produced to cater to foreign demand. There are also niche markets
in which competition is less fierce and locally available craft skills could facilitate
entry. Three examples of niche products suited to the mix of skills available in
Bangladesh are bamboo fishing rods and fishing flies, bamboo cane, cocoanut fibres
and straw products and handloom products. Crafting wooden boats for recreational
sailing is another activity which can draw upon the large pool of boat building skills
present in Bangladesh.

Computer software services : There is a significant potential of earning foreign
exchange through data entry and data processing work. The data entry/data processing
work may be classified into two categories, i.e., on-line processing and batch
processing. The software services market is one of the most dynamic and attractive in
the informatics industry. The total world market for software services accounted for
around $190 billion and is growing at an annual rate of over 15 per cent. The share of
the United States in the market is about 50 per cent. The Japanese and the European
markets are growing at a much faster rate than that of the United States. During the
1980s, a large number of international companies sought ways and means to make
their industries more profitable by reducing labour cost. Consequently, a good number
of the third world countries like China, India, the Philippines, Republic of Korea,
Jamaica, etc. developed export market in data processing. It includes communication-
based services that provided processing to user’s site via terminals connected to the
vendor’s computer (on-line).

An expanding base of personal computers in Bangladesh can provide a fertile ground
for the growth of PC-based software services for exports. It requires government
patronage in the form of creating service infrastructure and necessary financial and
motivational incentives to attract the private enterprises to come forward in this new
field of exports. If necessary, duties and responsibilities of economic and commercial
wings of Bangladesh missions abroad will be redesigned to include export market
development activities. Personnel of these wings will be well-trained and, if
necessary, nominated from the private sector on a contract and trial basis.

Export of cut flowers : A number of flowers like helliconia, ginger lily, gerbera, etc.
have a good export market. A number of decoration pot plants and ferns easily grown
in Bangladesh have also high export potential. The government will extend all
necessary incentives to attract the private enterprise to export cut flowers from
Bangladesh to Japan, the Middle East and the European countries.

Stuffed toy : It is a labour intensive product having ample scope for development as
an export item. Effective execution of a number of export orders of stuffed toys
demonstrates that, if supported properly, this sector will turn out to be a prospective
export item soon. The government will provide necessary assistance to promote this
sector for export to the target markets in Europe and the Middle East.

Jewellery : As a traditional industry, jewellery has good prospect for growth. There
are presently thousands of jewellery producing units/selling outlets in the country.
These are, however, meant for meeting demands of local consumers. Organised effort
in product development, design promotion and marketing initiative will surely fetch



99

good results for this sector in exporting to the niche markets in the Middle East.
Execution of a few orders of jewellery for the Middle Eastern markets has proved
highly promising. The government has already adopted some effective measures for
product development of jewellery for export. Future needs are being assessed for
continued support.

5.13 Trade Policy

5.13.1 Reforms: In the past decade, Bangladesh’s trade regime had undergone substantial
transformation with gradual unfolding of an environment conducive to export-oriented
development. There has been progress in several aspects of the trade regime. Average
nominal protection which was above 100 per cent in 1985 dropped to a mere 22 per cent in
FY 96. The coverage of QRs (for trade reasons) was reduced from 42 per cent in 1985 to only
2 per cent of imports in 1996. The exchange rate regime has been unified and is more market-
based than ever. Export incentive schemes, which were barely developed in 1985, have been
streamlined and made more effective. It is also expected that policies recently introduced in
fields of trade, commerce and industry will stimulate investment response and bolster up
manufacturing production.

5.13.2 More specifically, trade and exchange rate liberalisation has been the cornerstone of
the government’s policy to promote competitive efficiency in production and achieve
neutrality of incentives between production for exports and import substitutes, while
gradually making trade facilitation the centrepiece of customs administration. The specific
policies undertaken to achieve these goals are:

a. liberalisation of imports through removal or significant reduction of tariff and
non-tariff barriers and gearing up customs administration for speedy clearance of
goods;

b.  rationalisation of the tariff structure to remove disincentives to domestic
production arising from tariff anomalies; this involves lowering of duties,
particularly on industrial inputs and capital machinery ; and

c.  promotion of exports through simplification of procedures for importation of
duty-free inputs, introduction of export incentive schemes like special bonded
warehouse scheme, back-to-back L/C scheme, duty-drawback scheme, gearing
up customs administration for speedy clearance of export cargo and making
foreign exchange convertible in the current account.

5.13.3 A key objective of tariff rationalisation was to create a neutral trade regime by
eliminating anti-export bias resulting from high tariffs and QRs. Any residual anti-export bias
will have to be compensated by other broadly applicable and well functioning mechanism that
ensures duty/tax-free access to inputs used in exports. The government is committed to the
reduction of tariffs as part of its liberalisation programme commensurate with reasonable
protection to local industries. The Bangladesh Tariff Commission will play an important role
in providing policy advice to the government based on professional analysis.

5.13.4 The rationale for using tariff values is to reduce incentive for mis-invoicing and to
simplify the administrative process of valuation. The government recognises the need to
eventually conform to the WTO Agreement of Custom Valuation which requires that dutiable
value of imported goods should be determined on the basis of “transaction value” i.e. the
price paid or payable by the importer in a particular transaction. Pre-shipment inspection
(PSI) has been used on a voluntary basis as an alternative revenue-safeguard instrument
against under-invoicing. Importers using off-shore PSI services have the advantage of getting
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quick clearance through customs. The coverage of PSI was extended in FY95 to tariff value
imports as well and improved monitoring has reduced potential abuse of the system. While
compulsory PSI is an option to be considered, it must be recognised that it is not a substitute
for further streamlining and strengthening of the customs administration which can only be
accomplished through modernisation, computerisation and proper administrative measures.

5.13.5 Like tariff rationalisation, significant progress has been made in removing QRs to the
point where a short list of sensitive items remains. Whereas almost 25 per cent of all items
under 4-digit headings were subject to QRs in 1990, now only 119 items covering only 2 per
cent of imports are so disposed. Of these , only 27 items are restricted for trade reasons.

5.13.6 New Policy: In tune with the prevailing world trend, the government is committed to a
liberal trade policy in a market economy. Bangladesh has embarked on an export-led
industrialisation strategy to take the advantage of free trade in order to achieve a faster
economic growth. In bringing about a desired level of export growth, a shift of emphasis from
a regulated economy to a market economy is significant. The major elements of the policy
reforms to adjust to a free trade regime include, among others, (a) liberalisation of import
including simplification of procedures, (b) rationalisation of the tariff structure, (c) reduction
in tariff rates and quantitative restrictions, (d) pursuing a flexible exchange rate policy, (e)
allowing IMF-consistent counter trade and (f) provisions of specific and transparent export
promotion measures. To provide continuity and long-term direction to the trade sector, the
government has decided to formulate a Five Year Trade Policy (Import and Export Policy)
instead of the hitherto followed annual/biannual ones. The trade policy announced eventually
is subject to annual review to adjust them with emerging requirements.

5.13.7 An accelerated development of the country’s export is an over-riding need, not only
for easing the growing pressure on the balance of payments, but also equally and more
importantly for the growth of viable and efficient agricultural and industrial sectors for
sustained economic development. This is only possible by making greater and determined
efforts for increased export.

5.13.8 In this context, the government has adopted an export-led growth policy and decided to
follow a long term strategy to implement the same. This long term strategy is embodied in the
Export Development Strategy of the government. Within the broad framework of the Export
Development Strategy, the main objectives of the export policy during the Plan period will
be to:

a. develop marketability of exportables through product diversification and quality
improvements;

b. establish backward linkages with export-oriented industry and service sectors for
utilisation of more of local inputs;

c. attract increased number of entrepreneurs for setting up export-oriented industries
and encourage them through the provision of suitable incentive mechanism; and

d. expand and consolidate existing markets and also develop new markets for
Bangladeshi exportables.

5.13.9 The salient elements of the strategy to reach these objectives will be to:
a. remove procedural and regulatory bottlenecks incompatible with the stated objectives
of the Export Development Strategy;
b. provide progressively updated policy support comparable with those of other countries
to enable Bangladeshi exporters to be on a sound footing in the international market;
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c. strengthen and improve the institutional framework for providing better services to
the exporters and export-oriented industries;

d. recognise that supportive infrastructural services can play an important role to
improve the exporters’ capability to perform efficiently and accordingly give priority
to the development of such infrastructural facilities;

e. remove the entrepreneurial and managerial inadequacies in the context of the
international competitive environment through appropriate resource development
programmes;

f. formulate and implement an export development programme to broaden and diversify
the range of exportable products through backward linkages;

g. participate in international trade fairs, both general and specialised, organise single-
country exhibitions abroad and field business delegations for creating new markets
and consolidating existing ones; and

h. formulate policy for quality improvement and encourage export enterprises to adopt
international standards such as ISO - 9,000 and ISO -14,000.

5.13.10 Expansion of the country’s supply base is important to any export strategy. Removal
of constraints to supplies and improvement in the incentive structure will enhance export
performance of the country in the short to medium term. At the same time, expansion of
production across the industries along with adaptation and development of products to
compete in the overseas market constitutes a medium to long-term priority. The strategy thus
intends to turn the drive for export-led growth into an economic movement.

5.13.11 In line with the above objectives and strategies, an incentive package has been
worked out. Facility for duty free import of raw materials for export-oriented industries under
bonded warehouse has been extended and more and more items are being continuously
brought under flat-rate of duty-draw-back system. In addition, facilities such as cash
compensatory support, market development cash assistance and duty-free import of capital
machinery have been extended to the exporters. These incentives are, however, subject to
continuous review with a view to rationalising and expanding their application and also
making them comparable with those of the competing countries. The main incentives in this
package may be summarised as follows:

a. Fiscal incentives

i. Continuance of duty-free import of capital machinery for export-oriented
industries outside Export Processing Zones;

ii. Provision for bonded warehouse to facilitate duty-free import of raw materials
for export production;

iii. Provision for duty-drawback, if the bonded warehouse facilities are not availed
of;

iv. Provision for sale of 20 per cent of the products by the cent per cent export-
oriented industries in the local market on payment of duties and taxes;

v. Exemption to the extent of 50 per cent of income arising out of export
business from income tax;

vi. Provision for tax holidays; and

vii. Provision for duty-free import of samples.

b. Financial incentives
i.  Provision for local currency export-credit at a concessional rate of interest
within a band (present band is 8-10 per cent );
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ii. Provision for foreign currency export-credit under Export Development Fund
at a concessional rate of interest (rate of interest applicable is LIBOR+1 per
cent);

iii. Provision for back-to-back letters of credit for import of raw materials for
export production on deferred payments basis;

iv. Retention of export earnings by the exporters in their own foreign currency
accounts to the extent of 40 per cent in general cases and 7.5 per cent in lower
value-added items like ready-made garments ;

v. Facility for use of $25 million credit line for the markets of Commonwealth
of Independent States (CIS) ;

vi. 25 per cent compensatory cash benefit to the producers and suppliers of
fabrics and other textile products for the ultimate purposes of export in lieu of
bonded warehouse and duty draw-back facilities;

vii. Provision for 10 per cent Market Development Assistance for export of jute
yarn and twine;

viii. Banking facility for consignment sale and BMRE projects; and

ix.  Export Credit Guarantee facility.
c. General incentives

i. Recognition of leather industries exporting at least 80 per cent of their

products as 100 per cent export oriented industries;

ii. Banning the export of crust leather;

iii. Giving facility of entrepot for export;

iv. Enhancing the financial limit for despatch of export samples abroad;

v. Provision for product and market development support under Export

Promotion Fund; and
vi. Awarding national trophy for export performance.

5.13.12 Following establishment of the WTO, every member country is committed to
liberalise the economy in such a way that there will be no artificial barrier on the way of free
movement of goods and services between nations. This has, on the one hand, thrown
challenges of severe competition and, on the other hand, provided opportunities to expand
trade for the developing countries.

5.13.13 The objective of the multilateral trading system is to encourage and enable countries
to pursue open and liberal trade policies. The Uruguay Round furthered and consolidated the
process of trade liberalisation through improvements in market access and more stringent
disciplines over trade measures. In addition to trade in goods, the Round has brought trade in
services and trade-related aspects of intellectual rights within the purview of the WTO trading
system. It recognises that countries which are at a lower stage of development, particularly the
least developed countries, may have to maintain, both in trade in goods and services,
reasonable protection or support. The rules, therefore, provided for special and differential
treatment in the form of total exemption from, or far lesser level of obligations and longer
time period between five to ten years, to accept the obligations by the least developed
countries in the various agreements.

5.13.14 Globalisation and liberalisation have increased the potential for international trade to
become an unprecedented engine of growth and an important mechanism for integrating
countries into the global economy. Bangladesh has adopted an export-oriented growth
strategy and recognises that in the effective operation of the multilateral trading system lies its
vital interest. Since the middle of the last decade, Bangladesh has, therefore, been making
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systematic efforts to liberalise trade by reducing tariffs and removing quantitative restrictions.
Simultaneously, attention is being given to improving and strengthening the capacity of the
administration to build up the regulatory framework that would ensure efficient performance
of the market economy. During the Plan period, efforts will be made to make the domestic
laws and regulations covering trade in goods and services as well as intellectual property
rights compatible with its commitments under the Uruguay Round Agreements and new laws
will be enacted where and when necessary.

5.13.15 The full benefit of globalisation and liberalisation can materialise only if countries
can increase their share in the world trade. However, many developing countries, particularly
the least developed countries, risk being left behind and marginalised as a result of more
intense global competition in the post Uruguay Round period in the world trade and
investment. Bangladesh has been taking up the issues on marginalisation in various
international forums including WTO and UNCTAD. The first WTO Ministerial Conference
held in Singapore has adopted the Integrated Programme of Action for the LDCs which
promises joint action by multilateral organisations including the financial institutions and the
developed countries to enhance the trading opportunities of the LDCs through capacity
building in them and increasing access for their products in the markets of developed and
developing countries. During the Fifth Plan period, Bangladesh will intensify its efforts to
enhance its international competitiveness and attain a larger share of the global market for its
exports through infrastructural development, capacity building, institutional and legal,
economic and trade policy reforms, privatisation and more investment in social sectors for
human resources development. Attempts, co-ordinated with other countries, will be made to
withstand the after effects of opening trade in agricultural commodities and services to global
competition and constraints imposed in relation to trade related investment measures
(TRIMS) and trade related aspects of intellectual properties (TRIPS). At the regional level,
efforts to enhance access to the markets of the neighbouring countries will continue through
intensification of regional and sub-regional co-operation. In particular, steps will be taken for
transition from the SAPTA to the SAFTA and closer co-operation with neighbouring India,
Nepal and Bhutan in a sub-regional framework within the ambit of the SAARC. Further,
efforts for greater integration with the Islamic countries, countries of the South East Asia and
of the Asia Pacific region will be strengthened taking advantage of various regional
integration schemes.

5.13.16 At the same time, proper attention will be given for the development of the
infrastructure and speeding up the implementation process of the reform measures so that a
real investment and export friendly environment is created within the country. Fortunately for
the country, market access lobby is getting strengthened externally and macro-economic
reforms are reflecting a better and more stable situation internally. An export development
strategy is in place and the government’s firm commitment to pursue an export-led growth
policy has been reaffirmed. After the success of RMG, attention is being focused on knitwear,
frozen food and leather. In these sectors, trade creating investments are being encouraged,
particularly for composite textiles, finished leather, leather footwear and jackets as well as
scientific culture and processing of shrimps. Some more high potential products have also
been identified and brought under the crash programmes for development. More prominent
among these products are leather goods, toys, cut and artificial flowers, luggage items and
computer data entry and software. Other items which need attention for development include
jewellery and diamond cutting, electronic products and components, mechanised poultry and
dairy farming, terry towel and specialised textiles, telephone and electric cables, ceramic
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kitchen and tablewares, engineering products, pharmaceutical products, packet tea and
diversified jute items. In order to boost production and promote export of the crash
programme items, assistance will be provided by way of product and market development and
credit on easy terms, duty-drawback or bonded warehouse facility, market exploration and
joint venture tie-up. Besides, more and more items will be included in the crash programme
list keeping in view the export potential of those items.

5.13.17 The government has formed a National Committee for Export with the Prime
Minister as the Chairperson. Besides, a Task Force and an Export Promotion Council under
the Chairmanship of the Minister for Commerce are also working. Now, what is needed is the
consolidation and sustaining of the momentum that has already been gained in the export
sector and to sustain it over time. For this, more intense, concentrated and special efforts are
required to be undertaken in the fields of product development, product diversification,
market promotion and market expansion. It is necessary at this stage for both the government
and the entrepreneurs to commit themselves to this task and do what is possible to materialise
the avowed objectives.

5.14 Private Transfers

5.14.1 Barring any adverse international development, especially in the Middle East where
the concentration of workers has taken place, it is expected that during the Fifth Plan, private
unrequited transfers including worker’s remittances will grow at the rate of 5 per cent per
annum. The government will maintain a flexible and competitive exchange rate to encourage
the flow of remittances through official rather than the informal channels and will streamline
the mechanisms and encourage diversification of instruments for investment of remittances.

5.15 Official Development Assistance (ODA)

5.15.1 Commitment and disbursement of ODA in the form of project and commodity
assistance are projected to remain below the benchmark throughout the Fifth Plan period.
However, despite a projected decline in commitment, project aid disbursement is planned to
pick up during the Plan period following an expected proportionately higher disbursement
from the huge opening pipeline at the beginning of the Plan. The government policies towards
turning into a private sector-led economy and privatisation of the State Owned Enterprises
(SOEs) are the main reasons for the declining trend of ODA. Rigorous conditionalities of the
development partners are also liable for slow utilisation of ODA. However, it must be noted
that inflow of foreign capital will be sustained and encouraged through foreign direct
investment. Projected foreign aid commitment and disbursement for the Fifth Plan is shown
in Table 5.10.
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Table 5.10
Foreign Aid Projection During Fifth Plan
(at 1996/97 prices)
(in million US$)
Year Food Commodity Project Total
1996/97 (Estimate)
Fresh commitment 105 120 1200 1425
Disbursement 110 161 1179 1450
2001/2002 (Projection)
Fresh commitment 47 43 945 1035
Disbursement 62 137 1418 1617
1997-2002 (Projection)
Opening pipeline 117 360 4929 5406
Fresh commitment 442 541 6137 7120
Total available 559 901 11066 12526
Disbursement 413 761 6571 7745
Closing pipeline 146 140 4495 4781

Source : Economic Relations Division

5.15.2 Aid utilisation will be facilitated if the projects are formulated prior to aid negotiation.
Procedures stipulated by the development partners sometimes complicate the utilisation of
project aid. Therefore, conditions under project aid should be flexible enough to ensure
smooth utilisation.

5.15.3 Food Aid : Bangladesh is expected to attain self-sufficiency in production of foodgrain
in the Fifth Plan period. However, food aid in the form of wheat will continue as the scarcity
of land will not permit increasing acreage for wheat cultivation. Food aid in recent years has
become an important instrument for agricultural development, poverty alleviation, education,
environment protection and gender equality. Food aid will continue to play a critical role over
the Fifth Plan period for its poverty alleviation programmes. Sale proceeds of food aid will
also be utilised for various agricultural, water management and rural development projects to
be implemented through the Annual Development Programmes. A part of food aid will also
be used for rural infrastructure development through the Rural Road Maintenance
Programme, the Food for Education and the Food for Works Programmes.

5.15.4 Commodity Aid : Flow of commodity aid will slowdown in the coming years owing
to various reasons like changes in development partners’ aid policy, transformation into open
market economy, etc. The disbursement of commodity aid is, therefore, projected to fall from
$ 161 million in 1996/97 to $ 137 million in 2001/02. This will sharply slow down the
formation of counterpart funds. Consequently, the government will have to mobilise larger
domestic resources to implement infrastructure development projects, particularly in the rural
areas.

5.15.5 Project Aid : A higher absorption capacity of project aid is essential for the steady
growth of the economy. However, utilisation of project aid in the past suffered due to a
shortfall in matching funds and other implementation problems. Slow utilisation of project
aid is more or less persistent, while there is a positive improvement in the domestic resource
mobilisation. Therefore, a quick utilisation of project aid in the pipeline will be given priority.
Disbursement of project aid is estimated to be $ 6,571 million which is 85 per cent of the total
aid expected for the Plan period while a fresh commitment of $6,137 million is expected
during the Fifth Plan period.

5.15.6 Technical Assistance : Technical Assistance for both macro-planning and sectoral
investment programme is very crucial. Flow of technical assistance can play a major role in
strengthening the development process by way of transferring technology and skill. Technical
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assistance should be demand-oriented rather than supply-based and it should aim at the
gradual upgradation of skill-base of the recipient country. Technical assistance should be
untied as far as possible and promote technical co-operation among developing countries.
One of the most difficult problems associated with technical assistance is the synthesis
between donor preference and the priority of the recipient country. The problems of divergent
priorities, time frames, attitudes and preferences on many occasions may turn out to be of
critical significance and cause delay.

5.16 External Debt

5.16.1 It is assumed that all foreign financing during the Fifth Plan, especially from ODA
countries, will be concessional and the main terms of borrowing will remain broadly
unchanged as in recent years. Analysis indicates that under the projected 7 per cent average
GDP growth during the Plan period, Bangladesh will be able to service its external debt
obligation . In addition, it is expected to contribute to a decline in the country’s debt/GDP
ratio. Debt sustainability will, however, be at stake should there be hardening in the terms of
external borrowing as to both interest rate and term structures.

5.16.2 The debt-burden will go up in the long run as soon as the share of highly concessional
loans in the total aid package begins to decline. It implies that Bangladesh must improve
performance of the export sector in future to keep debt-servicing liabilities within manageable
limits in terms of export and foreign exchange reserve, while satisfying current import need.

5.17 Foreign Direct Investment

5.17.1 Given the current aid scenario, Bangladesh will have to look for other sources of
foreign exchange to support its current account balance as well as rising investment level as
envisaged in the Plan. The most promising source of foreign exchange for the developing
countries in recent years has been foreign direct investment (FDI). However, only a handful
of developing countries have been able to attract foreign direct investment to any significant
extent. Bangladesh has not yet been able to attract much foreign direct investment which
brings additional resources - technology, management know-how and access to export
markets. The government has, however, made good progress in reforming policies and
programmes to encourage FDI in the country; but other constraints remain which make the
flow of FDI into the country less than its potential. The government will take necessary
measures to remove these constraints, e.g., shortage of power, inadequate infrastructures, low
level of human resources, etc. and to promote the image of the country as a safe and profitable
destination of FDI. In this regard, parliamentary democracy and political stability of the
country are the important elements which need to be realised and provided by both the party
in power and the parties in opposition.

5.17.2 The benefits accruable from FDIs are inclusive of (a) transfer of technology to
individual firms and technological spill-over to the wider economy, (b) increased productive
efficiency due to competition from multinational subsidiaries, (c) improvement in the quality
of the factors of production including management in other firms, not just the host firm, (d)
benefits to the balance of payments through inflow of investment funds, (e) increase in
exports, (f) increase in savings and investment and (g) faster growth and employment. The
possible negative effects may be enumerated in terms of (a) negative effects on balance of
payments owing to increase in the import of inputs and payments of dividends and royalties
abroad, (b) distortion in competitive environment because of large size of multinationals, (c)
discouragement of home-spun technical know-how, (d) relatively more capital intensiveness
of investment and (e) financial and currency speculation. Weighed simultaneously, it is
apparent that FDI promises more than it delivers. In the process, the need for selectivity and



107

strategic approach to FDI in the context of a well-charted national policy to encourage socio-
economic development and technological change comes under focus. In this context, it may
be noted as well that a conscious development orientation framework does not necessarily
limit FDI.

5.17.3 Bangladesh Export Processing Zones Authority (BEPZA): It was established in 1980
with a view to improving the environment of private foreign investment for export. At
present, in two EPZs, namely, Chittagong EPZ and Dhaka EPZ, 73 and 23 industries are in
operation and, 34 and 46 industrial units are under implementation in CEPZ and DEPZ
respectively. In the operational units of Chittagong and Dhaka EPZs, total investment, export
and employment are $ 180 million, $1,120 million and 31,724 persons and $56.56 million,
$179 million and 14,783 persons respectively.

5.17.4 During the Plan period, it is expected that the existing and the projected EPZs will be
fully operational and their targets for investment, employment and exports will be as follows:

EPZ Number of Investment Employment | Export (Yearly)
Industries (in million US$) (persons) (in million US$)
1. Chittagong 110 350 50,000 600
2. Dhaka 90 300 40,000 500
3. Comilla 150 400 60,000 700
4. Mongla 100 300 40,000 500
5. Ishurdi 90 300 40,000 700

Thus, at the end of the Fifth Plan period, 540 industrial units with a total investment of
$1,650 million and employment of 230,000 persons are expected to be set up. The yearly
export after the Plan period is expected to be $ 3 billion. In addition, another exclusive EPZ at
Chittagong is being developed by the Korean investors. The government will also allow the
private sector to establish their own EPZs as it has done in case of the Koreans.

5.18 Capital Market Development

5.18.1 Systematic development of capital market in Bangladesh has become indispensable to
broaden the scope for domestic resource mobilisation raising the low savings and investment
rates and attracting portfolio investment from abroad .

5.18.2 Measures will be designed to improve domestic resource mobilisation and attracting
portfolio investment from abroad by expanding the market capacity to raise debt and equity
capital, increase the current limited resources available through the banking system and
enhance the efficiency of the market by strengthening and modernising the market
infrastructure. This will manifest in steps aimed at (i) facilitating market access for security
issues to increase the limited supply of securities in the market; (ii) developing institutional
sources of medium to long-term funds to raise demand for securities; (iii) reinforcing
market regulation and supervision; (iv) strengthening the market infrastructure and
modernising the support infrastructure; and (v) improving policy co-ordination.

5.19 Foreign Exchange Reserves

5.19.1 An economy maintains a certain level of foreign exchange reserves primarily to bridge
the gap between foreign exchange receipts and payments. While foreign exchange reserves
are used to earn interest income, keeping reserves means tying up valuable resources
alternative which have more productive uses. These resources can be used to import
intermediate or capital goods which will expand production and employment, given fiscal and
monetary incentives. Keeping these in mind, Bangladesh will maintain foreign exchange
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reserves equivalent to 4-6 months’ imports through a combination of fiscal, monetary and
exchange policies.

5.19.2 The balance of payments position as projected over the Fifth Plan period shows a net
surplus of $1,770 million in reserve in the country’s external account. This amount will add
to the country’s foreign exchange reserve which by 2002 will figure at $ 3,489 million. This
is equivalent to about four months’ import bill of that year. This projection of external
account does not, however, include the foreign direct investment (FDI) which is very likely to
flow in by a substantial amount ( the estimate is $ 3.6 billion for the entire Plan period). If this
amount is realised, the foreign exchange reserve will figure at $6.2 billion after allowing for
outflow of a part of it in short-term account. The net gain from FDIs will be about half of the
gross inflow. Total reserve will be expected to be equivalent to seven months’ import bill by
2001/02. Foreign exchange position will thus emerge at a quite comfortable level.

5.20 Exchange Rate Policy

5.20.1 Bangladesh is pursuing a managed flexible exchange rate system. The nominal
exchange rate is maintained at a level which is consistent with keeping the real effective
exchange rate (REER) stable or slightly depreciating over time on the basis of estimated
REER indices using trade weights of a 15-country currency basket. Taka was devalued in
relation to US Dollar seven times between July, 1996 and the 6th April, 1997. However, these
reduced the exchange rate by Tk. 1.90 altogether.

5.20.2 An analysis of the exchange rate behaviour and export performance does not, however,
support the hypothesis that a strong correlation existed between the exchange rate of taka and
Bangladesh’s export performance. Bangladesh’s export demand is highly sensitive to the
income growth and trade policy of its trading partners and remains relatively insensitive to
price changes. Bangladesh’s export growth is determined more by the volume of world trade
and exchange rate volatility than by changes in domestic and foreign export prices. It will be
noted that when devaluation is accompanied by trade liberalisation and exports have a high
import content, then devaluation will in fact lead to inflation leading to ultimate appreciation
of the exchange rate. In such circumstances, management of inflation along with improved
productivity rather than devaluation may be an appropriate instrument to enhance
Bangladesh’s competitive strength. The real effective exchange rate will be maintained at a
stable level to influence choices not only between tradables of Bangladesh vis-a-vis its
trading partners but also between tradables and non-tradables within Bangladesh. The real
effective exchange rate will be closely monitored by the Bangladesh Bank.

5.21 Southeast Asian Currency Crisis

5.21.1 The Asian economic crisis began in Thailand where the economy had become
overheated in 1995 and 1996. The current account deficit widened rapidly and there was an
increase in short-term overseas borrowing in dollars. This borrowing, which was largely
unhedged, was facilitated through an offshore banking facility. The baht, which had been
linked closely to the US dollar for over a decade, became overvalued. This hurt international
competitiveness and was exacerbated by the appreciation of the US dollar against the yen and
other currencies. The effect of these factors was not immediately apparent. Thailand’s exports
were very strong in 1995 and there was very little inflationary pressure. However, export
growth fell very dramatically in 1996. While the collapse in export growth was partially offset
by a commensurate fall in imports, slower export growth combined with the rapid growth in
external debt was enough to spook investors and to attract currency speculation. Combined
with over-leveraged equity and property markets, and a weak financial sector having many
bad loans in its books, the economy was unable to easily withstand the pressure on the
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currency. There was an attack on the currency by various international fund managers
accompanied by domestic players in bringing about further capital flight. The central bank
defence was unsuccessful. Reserves were run down and eventually the country was forced to
devalue in mid 1997. A crisis in the banking sector ensued as a result of the bursting financial
bubble and a falling exchange rate. Bad loans surfaced and interest rates were raised to keep
the exchange rate from falling further. Eventually, the government went to the IMF for the
rescue and received a large package of financial assistance and advice, particularly for
restructuring the ailing financial system.

5.21.2 The financial distress spread rapidly to the other Southeast Asian economies. The
boom mentality in Southeast Asia had led to over enthusiastic investment and over-leveraging
in property and real state markets. Stocks were used to collateralise further borrowing in all
countries, particularly so in Malaysia. Furthermore, Indonesia and the Philippines also
suffered from being lumped into the same group as Thailand by the foreign investors. It was
true that they had similar problems to that of Thailand but initially they were of a lower order
of magnitude. There were large current account deficits in case of Malaysia and to a lesser
extent in Indonesia and the Philippines. However, the size of the increase in external short
term debt was not nearly as rapid as it was in Thailand, or was the collapse in exports as
dramatic. On the contrary, the Philippines had sustained rapid growth in 1996 which the other
countries did not achieve. But these subtle differences did not seem to matter to foreign
investors, who were joined by domestic market participants as the herd instinct to move out
of these emerging markets and into a safe abode of dollar based assets gained strength. The
macroeconomic fallout in Indonesia, Malaysia and the Philippines has been similar in broad
summary to that of Thailand - currency depreciation, financial difficulties because of bad
loans, collapse of the stock market and of the property market bubble. However, the extent
and severity of macroeconomic problems vary widely.

5.21.3 The Southeast Asian currency crisis warrants us to be cautious in our approach
towards convertibility of currency and flexibility of exchange rate. In addition, coupled with
the recent South Korean experience, this episode calls for going deep into macro-economic
fundamentals so that stylised interpretation does not bypass the actual situational context.

5.22  South Asian Development Triangle

5.22.1 Large scale of production with less unit cost will lead to large markets. So, it is a
better proposition to create a large common market, wherever it is possible, instead of
remaining closeted in a separate national market. The question of size of a country is
immaterial as to the benefits of the individual country out of such regional co-operation. In
the European Union, a large country like Germany with a population of over 80 million and a
small country like Luxembourg with a population of less than a million are members deriving
benefits without economic discrimination.

5.22.2 Trade and investment will benefit big and small countries alike. Economic co-
operation through unhindered trade and investment, in particular free flow of goods and
services through each other’s territories involving a group of adjoining countries or segments
thereof - is considered to be a big passage, if not the main gateway, to economic growth.
However, the passage to such trade and investment cannot be opened unless the economic
grouping among the neighbouring countries is initiated and constituted.

5.22.3 Now the South East Asian countries are in a move to set up growth triangles to
promote trade and investment, particularly in areas which are lagging behind. For example,
northern Thailand, north-eastern Myanmar, Laos and Yunnan Province of China are being
linked together to form such a co-operation. Countries or provinces thereof along Mekong
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river have started to implement common river basin development projects and have decided
to promote a growth quadrangle. Similarly, there are plans to form such a trade and
investment co-operation covering Mindanao province of the Philippines, Sabah and Sarawak
provinces of Malaysia and parts of Indonesian island of Sumatra. Furthermore, the North
American Free Trade Area (NAFTA) also aspires to achieve the same purpose of trade and
investment growth among Canada, Mexico and the United States.

5.22.4  South Asia Development Triangle encompassing Bangladesh, Bhutan, Nepal and
eastern and the north-eastern parts of India may follow the trends which have already been
well developed elsewhere in the world. Bangladesh being the only partner and having access
to the seaports, its gains are likely to be much more than the others.

5.22.5 The proposed growth quadrangle aims at creating an enabling environment for
rapid economic development through identification and implementation of specific projects
for co-operation in the core economic sectors. The sectors are multi-modal transportation,
communication, energy, trade and investment facilities/promotion, tourism and optimal and
sustainable utilisation of natural resources.

5.22.6 These projects will serve as ‘building blocks’ for sub-regional co-operation which will
accelerate regional co-operation. These should be supportive of and complementary to
national plans of the countries in the growth quadrangle and result in tangible benefits to the
people of the sub-region in poverty eradication, employment and income generation, social
welfare and improvement in the quality of life.

5.22.7 Development of a deep sea port around Chittagong will facilitate handling of
export/import cargo of Bhutan, Nepal and eastern and north-eastern parts of India. It will
create a good number of new jobs along with substantial foreign exchange earnings for the
nation as port handling charges.

5.23 Border Trade Arrangement

5.23.1 Border Trade Arrangement helps formalise informal trade and thereby generate
revenue for the government. The traders are also benefited from the relaxed travel restrictions
and simplified trust housed transactions outside the procedures of L/Cs. In early 1996,
Bangladesh and Myanmar established a border trade arrangement in the Teknaf side of
Bangladesh and the Maungdu side of Myanmar. This arrangement, if appropriately nurtured,
will benefit both the economies. Similar arrangements may be considered with other
neighbouring countries as well.
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CHAPTER VI

PRIVATE SECTOR

6.1 Introduction

6.1.1 There is now a growing realisation that a vibrant and dynamic private sector is the key
to economic progress and sustained growth. The East Asian miracle exemplifies as to how the
government can accelerate progress as a partner and as a facilitator. Developing countries,
including Bangladesh, have come to increasingly rely on market forces to guide their
development strategy. Efforts are being focused on the promotion and supporting of the
private sector and creation of an enabling environment for it to flourish and maximise its
contribution to economic progress within a business friendly and equitable framework.
Bangladesh has been increasingly relying on this philosophy as a strategy for growth. As a
consequence of this, the share of the private sector in total investment has risen. Public sector
reforms will continue to be undertaken as a complement to the private sector so that it can
function more effectively and upto its potential.

6.1.2 Stable political climate, continuity of policy and conducive social environment being
essential ingredients for development, it will be the endeavour of the government to enlist
social and political support for replicating concerns in the policies being formulated. There
will be a continuous dialogue between the government and the business community as well as
those associated with the process of development to identify the impediments that hampered
the way of proper and fuller participation of the private sector. Issues such as those relating to
simplification of procedures for credit, import and export, labour, infrastructure, energy etc.
will be reviewed regularly and where necessary, policy re-adjustments will be made or
appropriate decisions taken. While it will be the responsibility of the government to undertake
supportive measures and develop infrastructure facilities such as that relating to
communication, energy etc. which influence business decisions, the private sector will be
encouraged to venture into such fields which hitherto have been the realm of the public
sector.

6.2 Past Performance

6.2.1 Bangladesh inherited a mixed economic system at the time of liberation. But the
economy was in shambles as a result of displacement of people, destruction of physical
infrastructures and disruption and abandonment of industries. As a natural consequence as
well as on account of the government policy, the public sector acquired a commanding role.
The Government of Bangladesh nationalised various industries, business enterprises, banks
and financial institutions exceeding Tk. 15 million in assets in order to reactivate the
economy. The nationalisation policy covered a total of 725 industrial units under the
management of 10 newly created public sector corporations. But owing to the growing
pressure from such nationalised units on the financial and management resources of the
public sector, 155 small enterprises earlier taken over by the government were gradually
disinvested with the objective of fostering industrial growth and lessening the government's
burden. The policy of disinvestment initiated the process of gradual expansion of the private
sector. As cost continued to escalate, the ceiling on the private investment was raised
gradually from Tk. 2.50 million under the first industrial policy of 1973 to Tk. 30 million in
1974. It was further raised to Tk. 100 million in 1975 and totally withdrawn in 1978. The
government has been implementing structural adjustment and liberalisation policies since the
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1980s, which enhanced the role of the private sector and created an environment conducive
to its accelerated growth.

6.2.2 The growing emphasis on the private sector is reflected in the fact that the share of the
private sector investment increased from 11 per cent in the First Plan to 44 per cent in the
Fourth Plan (Table 6.1). The performance of the private sector was better than what was
planned for in the Fourth Plan. In fact, the share of the private sector in the total realised
investment was 54 per cent of the total investment in FY95.

Table 6.1
Projected and Realised Private Investment During Past Plans

(in million Taka

Projected Percentage Realised Investment Realised
Investment of total Plan Annual Average

(at base year Qutlay Investment

Plan prices) at base at 1996/97 (at 1996/97
year prices prices prices)

1 2 3 4 5 6

First Plan (1973-78) 5,030 11 4,390 56,114 11,223
Two Year Plan (1978-80) 6,000 16 9,570 38,697 19,348
Second Plan (1980-85) 61,000 35 49,690 160,209 32,042
Third Plan (1985-90) 136,000 35 98,820 191,997 38,399
Fourth Plan (1990-95) 273,000 44 324,397 410,226 82,045
Plan Holiday Period (1995-97) 291,600 57 291,600 295,600 147,800

Note : Realised investment based on investment deflators of BBS.

6.2.3 The investment rate of the private sector in FY91 was 5.82 per cent of GDP which rose
to 10.71 per cent in FY96. On the other hand, the investment rate of the public sector rose
from 5.65 per cent of GDP in FY91 to 6.29 per cent only in FY96. During FY97, the
investment rates of the private and public sectors were 10.86 per cent and 6.52 per cent
respectively. The estimate of private saving rate in FY94 was 11.70 per cent which increased
to 12.30 per cent in FY95. This rate declined in FY96 though it remained above 11 per cent.
This was partly due to the large interest rate spread between advances and deposits with
inflationary expectation continuing low. While total private investment has grown in recent
years, its performance in different sectors has been rather mixed (Table 6.2.).

Table 6.2
Realised Private Investment During Fourth Plan Period
(at 1989/90 prices)
(in million Taka)
Sector/ 1989/90 1990/91 | 1991/92 | 1992/93 | 1993/94 | 1994/95 | Average Annual
Year (Benchmark) Compound

Growth Rate
Agriculture 6,500 3,902 6,630 7,131 81,31 8,387 6.46
Manufacturing 4,500 14,035 17,188 19,792 19,915 28,092 44.24
Housing and Construction 7,000 6,299 7,252 9,196 10,873 15,897 17.83
Transport and Communication 5,300 5,131 5,203 5,653 5,846 10,451 14.55
Trade and Other Services 7,000 15,818 17,049 22,035 23,452 30,539 34.26
Total 30,300 45,185 53,322 63,807 68,217 93,866 25.38

Source: BBS

6.2.4 The private investment in agriculture has grown at a rate of 6.46 per cent per annum
during the Fourth Plan. Agriculture has always been dominated by the private sector as farms
are operated and managed by private individuals. The public sector in agriculture is
responsible for the creation of infrastructure for gravity flow irrigation, barrages, etc. On the
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other hand, the private sector has been involved in land development and small irrigation
facilities. The distribution and sale of agricultural inputs like fertiliser, irrigation equipment,
seeds, pesticides, etc., is also being handled by the private sector. The growth of livestock,
fisheries and forestry has been faster than the growth of the crop sub-sector. These sub-sectors
have grown at rates between 4 to 9 per cent annually during the 1990s while the highest
growth rate achieved in recent years in crop sub-sector has been around 2 per cent in FY96.
The growth of these sub-sectors has been largely possible due to the dynamism of the small
entrepreneurs of the private sector involved in non-crop activities.

6.2.5 The private sector activities in manufacturing have been expanding rapidly and there
has been perceptible diversification involving the emergence of ready-made garments
industries. During the Fourth Plan, private investment in the manufacturing sector grew at an
annual average rate of 44.24 per cent leading to an increase in the share of the sector. The
emergence of RMG is a very significant phenomenon in the development of the
manufacturing sector and has been made possible primarily by the dynamism of private
entrepreneurs. As a result of the growing private sector involvement, the growth of the
manufacturing sector has picked up in recent years. The annual growth of manufacturing
during FY90 and FY97 has been in the range of 7 to 9 per cent.

6.2.6 The growth of services sector has been high in recent years. This sector now contributes
more than half of Bangladesh's GDP. Because of the ongoing liberalisation policy, including
the privatisation policy of the government, activities covering transport, trade, housing,
health, education, banking and insurance and professional services are increasingly being
managed by the private entrepreneurs. Private investment in trade and other services grew at
an annual average rate of 34.26 per cent, while total investment in the private sector grew at a
rate of around 25 per cent during this period. The public sector involvement continues to be
there but at the same time the role of the private sector has accelerated and privatisation of the
service sector is encouraging.

6.3 Review of Reforms

6.3.1 In pursuance of the government objective of developing a market economy with the
private sector as the key player, several structural adjustment policies have been undertaken.
These include reforms in fiscal and monetary management, banking, trade policy,
privatisation, etc.

6.3.2 Macro policy reforms: Experiences of developing countries show that the performance
of the private sector is significantly dependent on macro economic stability. Prudent fiscal
and monetary management is an essential instrument for bringing about this change. Since the
late 1980s, efforts have been made to improve the content and effectiveness of both these
macro policies.

6.3.3 The main features of the fiscal policy during the last few years have been the, (a)
containment of current expenditure and (b) earning of more revenues through rational tax
measures. Major tax reforms included expansion of coverage of income tax and VAT instead
of customs and sales tax. The tax/GDP ratio increased from 7.90 per cent in FY91 to 9.40 per
cent in FY96 while current expenditure to GDP ratio remained almost constant (Table 6.3).
The overall budget deficit to GDP ratio has declined during this period minimising the impact
of fiscal operations on inflation. In fact, the inflation rate came down from 9.33 per cent in
FY90 and 8.85 per cent in FY91 to 5.22 per cent and 4.07 per cent in FY95 and FY96,
respectively.
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Table 6.3
Fiscal Indicators FY 90-96
(as per cent of GDP)

FY90 FY91 FY92 FY93 FY% FY95 FY96

Total Revenue 9.30 9.59 10.84 11.91 12.04 12.08 12.00
Tax Revenue 7.80 7.90 8.73 9.67 9.45 9.71 9.40
Non-tax Revenue 1.50 1.69 2.11 2.24 2.59 2.37 2.60
Total Expenditure 15.20 14.98 15.25 15.98 17.72 17.62 16.80
Current Expenditure 8.80 8.66 8.60 9.07 9.00 8.82 9.10
ADP Expenditure 6.40 6.32 6.65 6.91 8.72 8.80 7.70
Revenue Surplus 0.50 1.10 2.10 2.80 3.00 3.90 2.90
Overall Budget Deficit* 7.90 7.20 5.90 5.90 6.00 6.80 4.80
Net Foreign Financing 6.60 6.20 4.90 5.60 4.90 4.90 4.10
Net Domestic Financing 1.30 1.00 1.00 0.30 1.10 1.90 2.10
Inflation Rate (% change in CPI) 9.33 8.85 5.07 1.38 1.77 5.22 4.07

Source: Ministries of Finance and Planning and World Bank.

* Fiscal deficits are higher than the difference between total revenue and total expenditure due to inclusion of
expenditure items like non-ADP projects, FFW, miscellaneous investment (non-development), net loans and
advances and food deficits.

6.3.4 The monetary policy has also been used prudently and money supply has been kept

within targeted limits. Partly as a result, prices have been more or less stable during the last

few years. However, supply of credit has fluctuated over the period. Generally, the interaction
between monetary and fiscal policies was meaningful and mutually supportive.

6.3.5 Financial sector reform programme (FSRP) : A sound financial system is crucial for
the functioning of a dynamic private sector and with this end in view, the FSRP was initiated
in 1990. The objective of the programme was to create an environment in which banks and
financial institutions could operate within the frame-work of relevant rules, regulations and
guidelines. Bangladesh Bank, as the Central Bank of the country, monitored the observance
of such rules in order to ensure monetary stability. The banks and financial institutions now
function on a flexible system wherein interest rates are set on the basis of economic indicators
in consultation with the Bangladesh Bank. A new system for loan classification and
provisions for risks has been introduced in line with international standards from January,
1995. Recently, a bankruptcy law has been enacted to deal with the problem of recovery of
overdue loans and to bring back discipline in the banking sector. Such steps are expected to
increase the volume of bank finance as well as to ensure greater efficiency in the allocation of
bank resources to the private sector, particularly for increasing export.

6.3.6 Trade policy reforms: Trade is an engine of rapid growth and development. Liberal
trade policy, in fact, has been a major feature of development strategy of the high performing
economies of the East Asia. Until recently, the trade policy in Bangladesh has been
characterised by import restrictions, insufficient export incentives and wide array of
regulations constricting private investment. Both tariff and non-tariff barriers contributed to
the high effective rate of protection of the domestic industries and created an anti-export bias
in the system.

6.3.7 In the course of past decade, Bangladesh's trade regime has undergone substantial
transformation. The government has been steadily liberalising the foreign trade regime by
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reducing direct controls and tariffs. The custom duty has largely been rationalised and duty on
import of capital machinery for export-oriented industries has been withdrawn to make such
industries more competitive. The average nominal tariff rate which was 89 per cent in FY91
has been reduced to 22 per cent in FY96, the highest rate having been brought down to 42.5
per cent in FY98 budget. The protection levels in Bangladesh have been lowered making it
among the lowest in South Asia. According to an estimate made by NBR, the nominal
protection has come down significantly during the post-reforms period (Table 6.4). As a
result of reforms, difference between the lowest and highest nominal protection rates,
reflected in coefficients of variation (CV), has declined in the case of agriculture. Even
though the CV have not declined in other sectors, steps are being taken to bring them down.
The policy of the government will be to simplify the tariff schedule and discourage tariff
concessions based on end-use. Other reforms have steadily dismantled a complicated
structure of import controls. At the same time to protect the domestic industries from unfair
foreign competition the Tariff Commission has been empowered to investigate and initiate
anti-dumping and countervailing action.
Table 6.4
Trends in Nominal Protection 1990/91 to 1995/96
(percentage of assessed value)

| Agriculture | Mining | Manufactures | All Tradables
Pre-reform, 1990/91
Unweighted 90.5 54.1 89.0 88.6
Import-weighted 20.9 24.0 51.8 42.1
Dispersion (CV) 63.3 51.7 58.6 59.0
Post Reform, 1995/96
Unweighted 26.0 13.6 24.6 24.6
Import-weighted 10.1 38.8 21.9 21.0
Dispersion(CV) 56.7 82.2 73.5 72.7
Source : NBR.

a. Import-weighted nominal protection rates for 1990/91 are weighted by import data for the corresponding
year; for 1995/96 they are weighted by 1994/95 imports.
b. CV is the coefficient of variation for the unweighted average.

6.3.8 There has been a significant progress on the reduction of quantitative restrictions
(Table 6.5). Existing restrictions will be reviewed and where necessary reduced.

Table 6.5
Phased Removal of Quantitative Restrictions
Fiscal Year Total Trade Reasons Non-trade
Reasons
No. of No. of Banned No. of No. of Partly No. of Banned
Commodities Commodities Restricted Banned and Partly Commodities
Commodities Restricted
Commodities
1989/90 315 135 66 52 62
1990/91 239 93 47 39 60
1995/97 115 5 6 12 92

Source: Ministry of Commerce.

6.3.9 As a result of reforms, the effective rates of protection has decreased (as estimated by
NBR) for most industries. However, analysis of the observed effective rates of protection
shows that even though the level of protection has declined, the anti export bias in the
incentive system has not yet been completely eliminated. The impressive growth of exports
from Bangladesh has largely been due to factors such as liberalisation of the economy, supply



117

of inputs at world prices, GSP facilities and simpler administrative requirements and credit
supports.

6.3.10 International comparison of trade policy reforms shows that Bangladesh has been
quite successful in implementing these reforms. Bangladesh brought down its maximum tariff
from 509 per cent in 1990 to 50 per cent in 1995. During the same period, India brought its
maximum tariff from 400 per cent to 50 per cent. In 1994, the maximum tariff rates in Nepal
and Pakistan were 100 per cent and 70 per cent respectively.

6.3.11 A competitive real exchange rate is essential to achieve the desired structural change
which will ensure greater share of exports to GDP. As such, the government along with the
policy of import liberalisation is following a flexible exchange rate policy in order to make
exports more competitive. It may be recalled however, that in the early 1990s, a substantial
reduction of external deficit was achieved without significant real devaluation of Taka
although the real effective exchange rate computed by the IMF showed a secular depreciation
in its value since the beginning of the 1990s (Table 6.6). The real effective exchange rate fell
during the period while in nominal terms the official exchange rate continued to increase.

Table 6.6
Indices of Real Effective Exchange Rates and Official Exchange Rates
(base 1980=100)

Year 1989 1990 1991 1992 1993 1994 1995
REER 95.47 88.78 86.96 82.12 82.10 78.53 75.10
OER 207.49 212.52 230.34 246.29 252.68 258.23 259.52

Source : World Bank and Bangladesh Bank.
Note : REER = Real Effective Exchange Rate; OER = Official Exchange Rate.

6.3.12 Besides a flexible exchange rate policy, functional convertibility of Taka has also been
made operational to enhance competitiveness of the economy. This is evident from the rising
share of export to GDP. The export / GDP ratio has gone up from 8.33 per cent in FY90 to
14.16 per cent in FY95 and to 15.21 per cent in FY97.

6.3.13 Privatisation: The policy of privatisation, if properly conceived and implemented,
can ensure substantial benefits including higher productivity, growth of output and
employment, besides, lesser stress on governmental resources. Such a policy also enables the
government to focus more on policy making to create an enabling environment. Because of
such gains, privatisation has been on the rise all over the world. According to a World Bank
estimate, more than 8500 SOEs have been privatised in over 80 countries during the last 12
years. The Bangladesh Government is committed to the process of privatisation, and with this
end in view, the Privatisation Board was established in March, 1993. The major functions of
the Privatisation Board are- formulation and implementation of a privatisation policy, sale of
identified SOEs with a view to reducing the burden and drainage of government resources
and to ensure timely recovery of sale prices. Since 1993, a number of SOEs identified for
sale/disinvestment stood at 217 of which 21 were transferred to the private owners by April
1997. Privatisation efforts, however, have been hampered as purchasers have defaulted in the
payment of instalments/ dues.

6.4 Deregulation of Private Investment and Provision of Incentives

6.4.1 In tune with the spirit of deregulation, the last vestige of "investment sanctioning" has
been abolished in Bangladesh and the Board of Investment (BOI) has been re-organised to
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function under a fresh mandate emphasising its role in promotion and facilitation rather than
regulation.

6.4.2 Most of the restrictions and barriers to private investment including foreign investment
have been removed. Even registration of investment units by the BOI has been made optional.

6.4.3 The government facilitates the growth of an enterprise through (a) provision of
incentives and services available from BOI, BEPZA and BSCIC; (b) supply of utilities such
as gas, power, water supply and telephone; and (c) administering of industrial regulations
linked to environmental protection, health or public safety.

6.4.4 Schemes like special bonded warehouses and export processing zones, complemented
by factors such as quota under the Multi Fibre Arrangement (MFA), GSP and an innovative
financing scheme (back-to-back LC), facilitated the growth of RMG exports, currently the
principal commodity export of Bangladesh for foreign exchange earnings in gross terms.
However, the failure of backward-linkage industries to grow limits its potential contribution
to foreign exchange earnings as well as to value added.

6.4.5 Several Export Processing Zones (EPZs) have been established and more are being set
up. Law for the establishment of private export processing zone has been enacted. Specific
incentives for foreign private investment have been provided to increase the inflow of such
investment.

6.4.6 Legal reforms: Judicial and legal reforms are necessary to support the emergence of a
liberalised economy. Such reforms are essential for the creation of an enabling environment
for the private sector to flourish and maximise its contribution to sustained growth. The
present legal system can not adequately support the efficient growth of the private sector and
several laws need to be redrafted and modified to make them more supportive of the present
development strategy. Further, the judicial process is observed as cumbersome and time-
consuming. Steps have already been taken to rectify the situation. Bankruptcy law has already
been enacted, A Law Reforms Commission has been constituted which will identify the
anomalies and weaknesses in the existing laws and legal system and will recommend
necessary reforms. A Judicial Training Institute has been set up for manpower development in
the judiciary. Objective of such legal reform will be to ensure settlement of trade and
industrial disputes through speedier disposal of cases and to simplify the cumbersome legal
procedures as is observed at times and which impose cost on private business.

6.4.7 Impact of reforms: The reforms undertaken, so far, show that the overall impact has
been marginally positive. These reforms have raised the rates of savings and investment in the
economy in general, though recent experiences show some fragility in the growth of savings.
The scope of private sector has widened significantly by raising its share in investment
though the scope for rapid increase in private investment remained quite wide and unfilled.
The economy now seems to be on the threshold of breaking out of the low growth situation.
The average growth rate of GDP went up to 5.65 per cent in FY97 from 5.35 per cent in
FY96 and 3.40 per cent in FY91. Similarly, the investment rate went up to 17.37 per cent in
FY97 from 12.80 per cent in FY90. The export/GDP ratio also grew from 8.33 per cent in
FY90 to 14.16 per cent in FY95 and 15.21 per cent in FY97. The inflation rate of 5.22 per
cent in FY95 declined to 4.07 per cent in FY96 and 3.91 per cent in FY97, compared to the
high inflationary period (average rates of 13.38 per cent during 1980-84) before the
government's structural adjustment policies were initiated.
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6.4.8 The progress of privatisation has been slow on account of various factors, the primary
ones being low response from the private sector with respect to abiding by the contractual
obligations, poor co-operation from the labour unions and opposition by vested interests, non-
payment of instalments by the new owners and delay in disposal of legal disputes. This has
also been inhibited by the too cautious an approach taken by the banks and financial
institutions to provide financial accommodation in case of overdue loans. Efforts are being
made to strengthen and speed up the process of privatisation with the appointment of a
Chairman with the rank and status of a State Minister and revamping the board with
membership of elected public representatives at the national level.

6.4.9 In the financial sector, reform measures aimed at (a) deregulation by the government;
(b) supervision and monitoring of banks and financial institutions by the Bangladesh Bank;
(c) widening scope for competitive determination of interest rate; and (d) deepening the
finance in terms of institutions and instruments.

6.4.10 The spread between advance and deposit rates has grown significantly since 1988/89
(Table 6.7). The high level of spread continues to reflect inefficiency of the banking sector
in terms of risk management which, in turn, discourages both savings and investment. This
incompatibility of savings and investment is a serious impediment to acceleration of private
investment and GDP growth.

Table 6.7
Interest Rates on Deposits and Advances 1989-95
Years Interest Rates Interest Rates on | Growth Rates of Spread between Real Rates of

on Deposits Advances CPI Advances and Interest on

Deposits Advances
1988/89 8.88 14.68 8.02 5.80 6.66
1989/90 9.06 14.99 9.33 5.93 5.66
1990/91 9.11 15.12 8.85 6.01 6.27
1991/92 8.11 15.12 5.08 7.01 10.04
1992/93 6.51 14.39 1.38 7.88 13.01
1993/94 5.34 12.78 1.77 7.44 11.01
1994/95 4.86 12.22 5.22 7.36 7.00

Source : Bangladesh Bank and BBS.

6.4.11 The issue of tariff reduction and rationalisation will be reviewed from time to time
keeping in view the international trade scenario, balance of payments position, international
commitments and national interest. The introduction of full convertibility of Taka will also
depend on necessary supportive macro economic measures which will be undertaken during
the Fifth Plan.

6.5 Foreign Direct Investment (FDI)

6.5.1 Foreign Direct Investment has played an important role in accelerating the pace of
development in developing countries as evidenced in the Newly Industrialised Economies
(NIEs). Role of foreign private investment has assumed greater importance in recent years in
this region as the level of ODA has been declining. In fact, the share of ODA received by the
developing countries as a whole has also been declining in recent years. The prospect of ODA
in the future is also becoming uncertain. There is a general consensus on the need for larger
flow of FDI to help reach the desired level.
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6.5.2 With a view to improving the environment for private foreign investment, several EPZs
have been established under the Bangladesh Export Processing Zones Authority (BEPZA)
which was created in 1980. The BEPZA has already established two EPZs, the first one in
Chittagong and the second at Savar near Dhaka. The third one is being established at Comilla.
The EPZs at Chittagong and Dhaka have 96 operational enterprises. Two more EPZs will be
established, one each at Mongla and Pakshey. Besides, the areas under EPZ at Savar and
Chittagong are being expanded. Laws have been enacted enabling the setting up of private
EPZs under which a Korean company has been given permission to set up an EPZ in
Chittagong.

6.5.3 Investment totalling US $ 236.56 million has been made in the two operational EPZs
upto 1996. These zones employed 46,507 persons in their enterprises and the cumulative
exports till 1996 amounted to around US $ 1.30 billion.

6.5.4 The Board of Investment (BOI) is promoting private domestic as well as foreign
investment with support services. Potential investors, both Bangladeshi and foreign, may
register their project proposals with the BOI for facilitating provision of utilities. Previously,
prior permission was required from the government for setting up industrial units in the
private sector. From FY90 through FY96, the BOI registered 597 units for foreign investment
involving a sum of Tk.175.94 billion. Foreign investment has been showing a rising trend.

6.5.5 The Government of Bangladesh, in principle, has approved the creation of Special
Economic Zones (SEZs) in Bangladesh on the basis of a study report. The first SEZ will be
established at Chittagong and three more SEZs in Dhaka, Khulna and Sylhet respectively in
phases.

6.5.6 Foreign investment is being encouraged in almost all sectors of the economy, with
special emphasis on the following areas:
a. export-oriented industries (textiles, leather, chemicals, gems-cutting and polishing,
jewellery, etc.);
b. industries of high technology (engineering, electronics, computer software and data
entry, etc.);
c. industries based on natural resources (chemicals, power generation and distribution,
exploration of oil and gas, etc.);
d. industries based on local raw materials and agro-based food processing industries,
etc.; and
e. infrastructural facilities.

6.5.7 Important incentives for the foreign investors have been identified and will be
provided in terms of:

a. protection of foreign investment from nationalisation and expropriation;

b. abolition of ceiling on investment and equity share-holding by foreigners;

c. tax holiday of 5-10 years depending on location of industries and 15 years tax holiday
for private power generation companies;

d. avoidance of double taxation with different countries on the basis of bilateral
agreements;

e. tax exemption and duty free importation of capital equipment and spares for 100 per
cent export-oriented industries;

f. facilities for easy repatriation of invested capital, profit, dividend, royalty, technical
fees, etc. by the foreign investors;
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g. tax exemption on royalty, technical know-how and technical assistance fees and
salaries of foreign personnel working in Bangladesh;

h. provision of banking facilities and other utility services on equal footing with local
investors;

i.  keeping taka freely convertible for international payments in the current account ; and

j- treatment of re-investment of repatriable dividend as new investment entitled to all
these incentives.

6.5.8 The level of foreign private investment which was rather insignificant in the past has
been rising these days. The volume of FDI registered with BOI rose from US $25 million in
FY91 to around US $1.05 billion in FY96.

6.5.9 Since 1996, enormous interest has been shown by the foreign investors in power
generation as well as in oil and gas exploration sector. Large investment is expected in these
sectors and other areas of infrastructure development in the Fifth Plan period.

6.6 Financing of Private Investment

6.6.1 Both commercial and development financing institutions (DFIs) are involved in
providing both short and long term credit to finance private investment (Table 6.8).

Table 6.8
Term Loan and Working Capital Financing by Scheduled Banks and DFIs

(in million Taka)

Year Term Loan Working Capital Disbursed Term
Loan as % of
Sanction | Disburse- Disburse- Sanction Disburse- Disburse- Disbursed
ment ment as % ment ment as % of | Working Capital
of Sanction Sanction

1990-91 3,965.30 3,580.10 90.29 19,393.00 19,051.40 98.24 18.79
1991-92 3,453.10 3,282.40 95.05 23,053.80 22.913.30 99.39 14.33
1992-93 10,746.70 7,191.90 66.92 28,837.30 28,310.20 98.17 31.39
1993-94 22,123.70 | 13,881.70 62.76 41,942.40 40,711.80 97.07 34.10
1994-95 34,906.70 | 22,140.30 63.42 43,712.00 42,251.30 96.66 52.40
1995-96 16,212.00 | 11,338.10 69.95 39,528.70 41,320.30 114.58 27.44
Growth 32.53 25.93 - 15.31 16.75 -

Rate

Source : Bangladesh Bank.

6.6.2 Over the period 1990/91 to 1995/96, disbursement of term loans increased at 25.93
per cent per annum, while that of the working capital grew at a rate of about 16.75 per cent. In
fact, since 1992/93 the term loans sanctioned and disbursed annually doubled and tripled
respectively. Credit (both term loan and working capital) boom reached its peak in 1994/95
but subsequently subsided dramatically. Such a decline may be attributed to measures to
combat inflationary pressure arising out of an over extension of credit. Despite rise in
disbursement of institutional credit to the private sector in the early 1990s, conflict of
interests stood in the way of efficient allocation of resources. The weakness in financial
system precluded it from playing its due role efficiently allocating credit for a healthier
private sector growth and investment. Along with the growth of institutional term loan, the
capital market did not grow. Actual cost of term credit turned out to be quite high. Term
credit more often than not was not matched by credit for working capital. Because of these
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inadequacies and lopsidedness of the financial system the need of the private sector could not
be met adequately.

6.6.3 During the 1990s, the share of credit to the private sector has ranged between 66 and
73 per cent of the total credit. The total quantum of credit appears to be adequate but because
of the aberrations in the functioning of the financial sector, the credit was not always
channelled to the deserving investors.

6.6.4 The banking system has occasionally suffered from periods of excess liquidity and
shortages which are symptoms of response weaknesses and fundamental imbalance in the
financial system. Non-payment of loans turned out as a serious problem affecting the sector.
The amount of overdue loan in the banking sector as on 31 February 1997 was Tk.140 billion
of which about 8 per cent of defaulters accounted for about one-third (Tk. 50 billion) of the
liability. About 90 per cent of the over-due loan (Tk.126.28 billion) amounted to 41 per cent
of the total loan and advances by the commercial banks implying a locked-in-rigidity of the
system as a whole. A continuance of such a situation has come to threaten recycling of funds
and has become an enormous impediment to resource mobilisation. Besides, the issue is
latent with serious equity implications having elements social destabilisation.

6.6.5 Efforts are being made to introduce financial discipline in the banking sector since
1996. Tk.15.92 billion was recovered from the defaulters during January-March, 1997. The
government has constituted a Bank Reform Committee for streamlining the operation of the
banking sector. A Bankruptcy Law has been enacted and Financial Loan Courts strengthened
to recover overdue loans from the defaulters. The Bangladesh Bank is monitoring the
recovery programme. A task force has been set up in the Bangladesh Bank as well as for each
nationalised commercial bank to oversee collection of overdue loans. It appears that loan
recovery rates are higher amongst the small borrowers in contrast to rates accounted by the
large borrowers.

6.6.6 Financing of private investment in rural areas has been a major focus of lending policy
in recent years. Historically, the financial sector has failed to provide adequate credit to the
private enterprises in both farming and non-farming sectors of the rural areas. In recent years,
the rural credit disbursement has picked up with the Grameen Bank playing a pioneering role
in the area of collateral free banking in the rural area.

6.6.7 Capital market : Funds are mobilised through the capital market through floatation
and trading of listed shares, debentures and mutual fund certificates. Historically, the stock
market has not played a significant role in the mobilisation of resources for financing
investment in Bangladesh. The bulk of financing for long term investment has been provided
by the commercial banks and DFIs as term loans. Raising resources through floating of
shares, however, is usually cheaper than borrowing from banks because such floatation saves
the cost of intermediation. In practice, this is available only to very large scale enterprises.
The smaller or green field enterprises usually do not find the capital market, as it is now, a
cost effective source of capital.

6.6.8 There are at present two stock markets in Bangladesh, one in Dhaka and the other one
in Chittagong. The Securities and Exchange Commission (SEC) was established under the
SEC Act, 1993. It is a central regulatory agency overseeing the activities of the entire capital
market including issue of capital, monitoring the issue of stocks and operation of the stock
markets. The SEC has also a mandate to protect the interest of investors in order to speed up
the industrialisation process, and to this end, new measures are underway to strengthen the
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role and capability of the SEC. The Commission constituted to investigate the activities and
irregularities of the SEC during 1997 has submitted its report. Such actions including steps
taken to inject professionalism and transparency into the working of the SEC will build up
trust and confidence of the investors and help raise funds for investment.

6.6.9 Steps have been taken to set-up a National Stock Exchange (NSE) recently. Provision
will be made to integrate the operation of two stock exchanges with NSE. Riding in a bullish
wave in 1996, the stock markets turned fairly bearish at the end of 1997.

6.7 Development of Private Sector During Fifth Five Year Plan

6.7.1 Introduction: During the Fifth Plan, the private sector will be the main engine of
growth. The public sector will act both as a promoter and as a partner rather than just as a
regulator and will facilitate the growth of the private sector by providing improved physical
and socio-economic infrastructure through regulatory and effective policy support measures.

6.7.2 Basic approach to private sector development: The Fifth Plan provides a broad
canvas and a framework in which the private sector can play an effective role in the
development process for which an indicative guideline is given. The government will take
steps to ensure the creation of an enabling environment through legal and administrative
measures and infrastructure support so that the private sector can function and contribute
according to its potential. The impressive growth registered by many high performing
economies including that of East Asian ones has brought into focus some essential
ingredients for development, namely the need to have a liberal market oriented export led
strategy along with the involvement of the government to provide necessary catalytic and
effective support. The government may, where it is considered necessary, also participate in
investment projects along with the private sector. Such ventures will normally be limited to
areas where private sector is not forthcoming or where the government's presence is desirable
as a support to the private sector.

6.7.3 Efforts will be made through adoption of a comprehensive and meaningful training
programme to increase the level of efficiency in management, marketing and operation.
Public awareness of this important ingredient of development will be generated through
intensive public campaign and involvement of educational institutions. In potential export
areas, special programmes for technology development and diffusion will be undertaken by
technical institutes like textile, leather and ceramics, jointly supported by the government and
the private sector.

6.7.4 The process of reform will be further intensified with the focus being sharpened on
essential aspects. Since continuity of reforms along with adjustment of policies, is essential
prerequisites for development and investment, the government will endeavour to forge
consensus on basic and contentious issues. The process will involve meaningful interaction
with the various chambers of commerce and industries and associations including FBCCI and
public representatives. This will provide confidence and help businessmen and investors to
plan for a longer period.

6.7.5 Steps will be taken to ensure that goods and services which are marketed conform to
certain acceptable standards so as to protect consumer interests. To this end, the technical
capability of the Standard Institute will be raised and the role of the regulatory bodies
strengthened.

6.8 Agenda for Action for Development of Private Sector
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6.8.1 During the Fifth Plan, provision of stable macro environment for efficient operation of
the private sector will be high on the agenda. Monetary and fiscal policies will be so moulded
and reformed as to maximise incentives to the private sector. Financial sector reforms will be
accelerated to establish a viable financial sector. Trade policy will aim at reducing protective
barriers for exports and enchancing incentives to exporters. The government will increase
infrastructural support to the private sector.

6.8.2 Domestic market distortions will be removed to promote competition in both
commodity and factor markets. For this, process of privatisation will be accelerated. Reforms
of various macro and trade policies, industrial regulations, labour laws, institutions (such as
trade unions) etc. will be undertaken to bring about flexible commodity and factor markets so
necessary for growth of the private sector.

6.9 Macro Policy Reforms During Fifth Plan

6.9.1 Policies during the Fifth Plan will be designed to ensure a stable macro economic
environment conducive to the development of the private sector. The fiscal regime will be
further reformed keeping in view the twin objectives of reduction in government current
consumption and increasing efficiency of resource allocation. Evidence from the
neighbouring countries shows that appropriate resource allocation policy can also ensure
resource mobilisation. As such, during the Plan period, the objectives of the fiscal policy will
be to involve, through dialogue, the private sector so as to improve the efficiency of resource
allocation and in the process, contribute to the mobilisation of domestic resources.

6.9.2 During the Fifth Plan, improvement in tax administration will be accelerated.
Research oriented technical assistance for the NBR will be provided and improvements will
be monitored using performance indicators. In particular, the corporate income tax rates will
be lowered in order to maximise incentives to private investment, functioning of Duty
Exemption and Drawback Office(DEDO) will be improved and tariff regime fully
rationalised to remove anti-export bias.

6.9.3 A system of overall low tax rate will be complemented by specific investment
incentives such as accelerated depreciation or tax holidays. Tax administration will be
reformed to increase the confidence of investors. Extension of the coverage and improvement
of collection of taxes will also be made so that further trade liberalisation and tariff
rationalisation may not reduce the contribution to the exchequer. The coverage of VAT will
be expanded after due study and anomalies will be removed to avoid any cascading effect.

6.9.4 Monetary, fiscal and trade policies are interlinked and need to be co-ordinated in order
to ensure that targeted rate of growth is reached. Improved interaction and co-ordination of
these policies amongst the Ministries of Finance, Commerce, Industries, NBR, Planning
Commission etc. will be a definite steps to this end. This will also give a objectives as well as
to positive signal to the private sector. The monetary policy will be reviewed to ensure
supportive role in terms of investment facilitative monetary aggregates in reaching the
targeted objectives. Bangladesh Bank will foster the development of secondary capital
market, improve auction mechanism for its bills and also take measures to ensure efficient
management of reserves.

6.9.5 With a view to encouraging private enterprise the government will provide
infrastructural facilities. To attract more private investments in infrastructures, their
operational problems will be reviewed and steps taken to mitigate them. More specifically,
during the Plan period. the government will:
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a. continue and accelerate telecommunication sector reforms to allow greater
participation of the private sector in telecommunication;

b.  accelerate reform in the power sector to enable private sector investment in power
generation and distribution;

c.  continue and accelerate reforms in the oil and gas sector including divestiture of
share of gas companies and development of gas fields by the private sector;

d. allow private investment not only to develop new port infrastructures, but also to
allow handling within the existing port facilities and to come forward for air cargo
handling; and

e. encourage private sector investment in physical infrastructures such as roads,
highways, bridges, tunnels, flyovers, housing and real estate, etc.

6.9.6 During the Plan period, the government will press ahead with reform measures so as to
raise the rates of savings and private investment through efficient allocation of resources. For
this purpose, spread between the cost of fund and lending rate will be reviewed early in the
Plan period. Policies will be adopted to make the money market more competitive so that the
spread is commensurate with efficient operation in the money market. With the completion of
the first phase of the FSRP, the government will consider reform measures in areas such as
Bangladesh Bank’s monitoring and supervision capacity, loan classification and provisioning
guidelines, loan defaults; bank restructuring, procedural improvements and training needed
to establish the viability of publicly owned and private commercial banks; non-performing
SOE loans, development of investment companies and innovative financial instruments. The
process of rationalisation and consolidation of the NCBs will be continued and their
unprofitable branches will be replaced with viable alternative banking services. The
Bangladesh Bank will ensure, through regulatory means, better internal governance in private
banks. The issue of providing autonomy to Bangladesh Bank within a framework of
accountability will be addressed during the Plan. The government will establish a separate
development financing institution (DFI) in the northern region of Bangladesh as well as a
bank for financing and supporting self employment. The major objective of reforms in the
financial sector will be directed at financial deepening of the economy, creating transparency
and sustaining accountability and augmenting confidence of the people in the financial system
and institutions.

6.9.7 In the Plan period, diversification of savings instruments will be encouraged. Savings
and loan associations and investment and leasing companies will be encouraged to be set up
in the private sector. The roles of DFIs such as BSB, BSRS and BKB will be strengthened
during the Fifth Plan. ICB will also be strengthened for bridge financing. In this regard,
commercial banks will be encouraged to provide syndicated loans. Industrial credit and
agricultural credit funds will be created up at the Bangladesh Bank to provide refinance.
Venture capital institutions will be encouraged to be established. Bangladesh Bank Credit
Guarantee Scheme will be continued and expanded. This scheme will be used to extend
credit to professional groups such as engineers, doctors, academicians etc. for setting up
enterprises/institutions for both manufacturing and services industries. Bangladesh Bank
will establish an Export Credit Fund to operate on a matching grant basis to support
upgrading of export product lines. Capital market will be further developed during the Plan
period. Investment in all types of financial instruments will be made tax free. At the same
time, strictest measures will be taken to eliminate the propensity to default. To this end,
amongst other steps, a special task force will be set up in the Bangladesh Bank to deal with
the top 100 wilful defaulters. Simultaneously, measures will be taken to ensure the
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elimination of transaction costs which increases the actual cost of funds and to free bank
management from the stigma of such allegations.

6.9.8 The issue of privatisation of nationalised commercial banks will be reviewed during
the Plan period. Specialised institutions such as the Grameen Bank and Palli Karma Shahayak
Foundation (PKSF) will expand their scope of operation during the Plan period for which
government will provide adequate support.

6.9.9 Microcredit: The Fifth Plan recognised that the poor are assets rather than liabilities
and, if ensured access to vital inputs like credit, they can contribute substantially to the
growth process. As such, there is a necessity for implementing the philosophy of microcredit
concept. The importance of micro lending has now been recognised world wide leading to
World Microcredit Summit in February 1997. The declaration of the Summit called for the
creation of an institutional capacity to reach the very poor in the developing countries by
strengthening existing microcredit, savings and business development institutions through
networking and exchange of experience. The Summit estimated that 21.6 billion dollars will
be required to meet the needs of the poor all over the world upto the year 2005. Microcredit is
a major means of financing private sector investment in the rural areas in Bangladesh.
Grameen Bank, Government institutions such as BRDB, PKSF etc. and several NGOs such as
BRAC, PROSHIKA, ASA and MIDAS are involved in this process. The recovery rate for
institutions such as Grameen Bank and BRAC are commendable. However, the impact of
these institutions on the economy as a whole is still limited. Grameen Bank has been able to
develop a successful delivery mechanism for provision of microcredit, mainly for the
development of non-crop farming and off-farm activities. Bangladesh Krishi Bank is another
specialised financial institution delivering credit for farming activities. Several other
parastatals are also involved in extending credit mostly to the agricultural sector.

6.9.10 In the Microcredit Programme during the Fifth Plan, one of the major priorities of the
government will be to reinforce its efforts to generate employment opportunities and self-
employment at the grassroot level, particularly in the rural areas through nation wide
campaign and provision of support services for development of small and micro enterprises.
The Plan envisages to develop a productive micro-enterprise sub-sector to provide profitable
self-employment to the rural people supported by public and private sector institutions.To
attain these objectives in the Plan period steps will be taken to:

a.  establish a separate credit line in the banks and financial institutions for the micro
enterprises and entrepreneurs and to develop sustainable programme of services to
meet the credit needs of micro entrepreneurs and to facilitate their access to
financial resources for investment in micro enterprises;

b.  establish viable micro enterprises through rural family entrepreneurs by providing
counselling and other advisory services from the relevant government and non
government institutions and organisations;

c.  undertake programmes for skill development through training and dissemination
of technologies at the grassroot level;

d.  establish private sector financial intermediation services to develop the market for
credit to micro entrepreneurs; and

e. develop replicable models for micro enterprises which can be disseminated for
adoption throughout rural Bangladesh.

6.9.11 The Fifth Plan seeks to create enterprise ownership and employment opportunities to
enable the rural and urban poor and the unemployed to break through the vicious circle of
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poverty. The target group for ownership/operation of micro enterprises will cover, but not be
limited to, the following:

a.  Owners/operators of existing micro-enterprises who have proven managerial and
technical skills in self-employment and who wish to expand, upgrade or diversify
their business;

b. Family entrepreneurs interested in starting a micro enterprises;

c.  Persons who have acquired the capacity to operate micro enterprises through
apprenticeship or working as skilled labourers and who will like to start their own
business;

d.  Persons capable of running poverty alleviation schemes like those supported by
different institutions including NGOs in related sectors and interested to expand
their ongoing small income generating activities; and

e. Unemployed graduates of universities, polytechnics, and monotechnics, or of the
youth training institutions seeking self-employment in preference to wage
employment and who are interested and capable of starting commercially viable
micro enterprises.

6.9.12 Trade policy reforms: The Fifth Plan will follow an outward looking development
strategy with export as an engine of growth. Import liberalisation will continue within an well
defined time-frame in order to accelerate economic growth. For this purpose, the reforms in
the trade policy, which have boosted exports in the recent past, will be further intensified
during the Plan period. Protection will be provided through tariff adjustment rather than
import control which will be phased out within a practicable time-frame. The tariff schedule
will be reviewed and the rate and structure determined by government’s overall objectives
including the need to generate resources, encourage competitiveness and efficiency and to
ensure supply of raw materials at world prices to promote local industries. The Import and
Export Policies will henceforth be formulated for five years instead of two years with
provisions for annual review to provide stable long term perspective for investors and the
business community.

6.9.13 The government will create an enabling atmosphere for the growth of local industries
by rationalising the tariff structure, encouraging their adoption of quality control measures
such as ISO 9000 and ISO 14000, safeguarding them from unfair foreign competition through
actions compatible with WTO trade regime and providing incentives to raise overall
efficiency and productivity in the industrial sector. Measures will also be taken to protect
consumer interests by maintaining adequate supply through import of goods.

6.9.14 Export credit will continue to be provided and steps will be taken to increase its
coverage and intensity. The need to set up an EXIM bank along with facilities to disseminate
information pertaining to trade will be examined. The support given for the export sector will
be reviewed periodically and further measures consistent with WTO regulations will be
adopted. These will include a variety of concessions including simpler duty drawback system
so as to provide exporters with imports at world prices.

6.9.15 An appropriate policy regime will be created for exchange rate management with the
objective of maintaining adequate reserves and competitiveness under the flexible exchange
rate policy.

6.9.16 Privatisation of SOEs : The process of privatisation will be accelerated during the
Plan period and will involve the main stakeholders so as to realistically determine the goals
and strategies for privatisation including various options (e.g. open tender, worker buy out,



128

sale to strategic investors, liquidation, etc.) and arrangements for protection of labourer’s
interest and severance payment. Institutional reforms such as revision of the mandate and
improvement of technical capabilities of the Privatisation Board will ensure achievement of
such objective. A comprehensive privatisation law, taking care of the legal rights and
obligations in so far as they relate to the privatisation process including indemnification of
personnel for acts carried out in pursuit of their assigned responsibilities, will be enacted. The
process will be completed by the year 2000 with intermediate annual targets. A special
cabinet sub-committee will be set up to deal with and decide on privatisation issues. The
policies will be adopted to ensure that the units to be privatised are sold outright rather than
under instalment system. There will be progressive unloading of shares of the SOEs on the
stock market and the workers of the privatised enterprises will be given the option to own and
manage such units. The intensification of reforms relating to macroeconomic stability, legal
system etc. during the Plan period is expected to contribute to the privatisation programme.

6.9.17 Provision of incentives to private sector: In addition to the supportive measures
indicated the government will continue and provide and also examine the possibility of
strengthening the incentive package for the development of the private sector during the Plan
period taking into account facilities and incentives provided by other countries in the region.
Steps will be taken to speed up establishment of special bonded warehouse facilities and to
develop the existing export processing zones, which eventually will be integrated into the
economy of the country. Improvements will be made in the functioning of the DEDO and
new and revised flat rates will be introduced in response to demand. Further, such duty
drawback will also be made available for those who supply inputs to exporters. No tax will
have to be paid on amount which is reinvested from income of earlier investment. Any
investment in manufacturing and investment in R&D will be made tax free. The export
diversification will be encouraged through a professionally managed scheme for product and
market development. The Export Promotion Bureau (EPB) will be streamlined so as to make
it less regulatory and to increase its supportive role. In this context, formation of an Apparel
Board will also be considered.

6.9.18 Legal reforms: The Fifth Plan recognises that an important pre-condition for greater
private sector involvement will be the maintenance of the law and order. Creation of national
awareness of this precondition and adoption of appropriate measures to fulfil this will be
given priority by the government during the Fifth Plan. Law enforcing agencies will be geared
up and strengthened during the Fifth Plan so as to create a safe and conducive environment
for the private sector.

6.9.19 For development of an effective private sector, the legal system has to ensure the
private property rights and enforcement of contractual obligations. For this, the adjudication
process of commercial disputes will be quickened and bilateral settlement and arbitration
rather than court based adjudication will be encouraged. Small causes courts will be set up to
facilitate quick disposal of cases of small investors and traders. The work of the Law
Commission will be expedited during the Plan period. The Commission will be asked to
expedite recommendations, amongst others, on strengthening the legal and regulatory
framework including improvement in business related laws, improving the alternate dispute
resolution mechanism and drafting and vetting capacity of the relevant Ministries.

6.10 Projection of Private Investment During Fifth Plan

6.10.1 In view of the intensification of private sector oriented reforms, it is anticipated that
the private investment will increase substantially during the Plan period. An amount of
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Tk.1100.58 billion (56 per cent of the Plan outlay) has been projected as private investment in
the Fifth Plan (Table 6.9).

Table 6.9
Projected Private Investment During Fifth Plan
(at 1996/97 prices)
(in million Taka)
Sector 1996/97 Plan Projection Percentage Share
(Bench mark)
Agriculture 16,029 119,864.31 10.89
Manufacturing 33,431 298,776.16 27.15
Power, Gas and Natural Resources 2,749 37,726.07 3.43
Housing and Construction 23,814 180,017.61 16.35
Transport and Communication 18,777 118,876.80 10.80
Trade and Others 44,422 345,321.15 31.38
Total of All Sectors 139,222 1100,582.10 100.00

Note:  The projection of private investment is indicative only. Sector wise private investment has been made
on the basis of past trend of investment and its prospect during the Plan period

6.11 Private Investment in Agriculture

6.11.1 The bulk of the investment in agriculture sector is expected to be in the private sector.
The basic thrust during the Plan period will be to increase the growth of private investment in
both crop and non-crop sub sectors. For this purpose, provision of strategic inputs like credit
through the banking system as well providing information on market and technology through
the public extension services will be ensured. Some specialised extension activities such as
those related to fruits and vegetables enterprises will be transferred to the private sector.

6.11.2 The public sector will provide infrastructure and support services including promotion
of access to foreign markets, technology and capital. The government’s major contribution to
the development of infrastructure in the agriculture sector will be in the area of research and
extension, provisions of quality seeds and creation of large scale irrigation works and
barrages during the Plan period. One of the major efforts in this area will be the construction
of the Ganges barrage. However, such activities in the irrigation sub-sector will depend on
riparian agreements. Agreement on water sharing of the Ganges has already been signed with
India. Efforts are underway to conclude more of such agreements in respect of the remaining
53 common rivers. Private investment in small irrigations will increase as and when such
riparian agreements are reached and major flood control and irrigation works are completed
by the public sector.

6.11.3 The main thrust of private investment in agriculture during the Plan period will be the
attainment of food self-sufficiency, crop diversification and acceleration of investment in the
livestock, fisheries and forestry sub-sectors. Special attention will be given to the
development of poultry. Mechanisation of agriculture will be encouraged through tax
incentives. Development of food storage and marketing facilities will receive priority through
proper incentives and support. Adequate technical, material and financial support as well as
training on various activities of these sub-sectors will be provided. The production of seeds
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and feed, streamlining marketing, increasing credit and strengthening disease control, etc. will
also be given to the private sector so that the growth of agriculture can be raised significantly.
The technology packages so far developed will be implemented during the Fifth Plan. About
10,000 entrepreneurs will be trained in the Plan period. Some productive livestock farms set
up in public sector will be transferred to the private sector. In the area of forestry, investment
in agro as well as in social forestry will be encouraged.

6.11.4 Particular attention will be given to the improvement of the delivery system for
distribution of strategic inputs, especially micro credit. Of the support services, government
will particularly focus on provision of marketing assistance to the farmers. Building of
storage facilities will considerably benefit those, particularly the poor farmers, who are
involved in the crop sub-sector. Participatory approach will be followed during he Plan period
in the implementation of the public programmes with full participation of local government
bodies. Unemployed youths will be trained in installation and maintenance of small irrigation
equipment.

6.11.5 Co-operatives have been working in rural development drawing inspiration from the
success of the Comilla Academy approach. While there are many success stories, the co-
operative system has, however, not expanded to the desirable extent nor the objectives have
been reached. Failure to give due priority to such institutions as well as their management are
the major reasons for such shortfall in performance. The present government intends to focus
substantially on the development of co-operatives during the Plan period. The strengthening
of such institutions will enable them to spur the growth of private investment in the rural
economy and help attain poverty alleviation.

6.11.6 Several NGOs are also working in the field of agriculture, specifically in the areas of
livestock, fishery and forestry. Many NGOs- such as BRAC, PROSHIKA, ASA, IIRD and
GSS are at present providing microcredit to the people in the remote areas of the country for
investing in income generating activities. These NGOs have achieved commendable success
in service delivery. During the Plan period, attempt will be made to co-ordinate the activities
of the government, NGOs, and co-operatives in order to minimise overlap of efforts of the
various relevant institutions. Comprehensive participatory local level plan will take into
account the linkages between these programmes.

6.11.7 The poor and the disadvantaged groups who are to be organised by the local
government bodies, co-operatives and NGOs are going to be the main agents as well as the
main beneficiaries in the local level participatory planning process. In order to assist the poor
and the landless to benefit from such programme aimed to integrate them with the market
process, government resources like khas land and jal-mahal will be distributed among them.

6.11.8 The issue of falling profitability (as revealed in the IBRD Report of 1995) in the crop
sector will be addressed during the Plan period. An Agricultural Price Commission will be
formed to formulate price policies. At the same time, the feasibility of agricultural insurance
will be explored in order to minimise the impact of natural calamities in the volatility of
income in the agriculture sector and welfare of rural households. Such measures are expected
to contribute to the growth of private investment in the sector and reduce the risk of the
banking sector as well.

6.11.9 In view of the success of the privatisation of agricultural input distribution during the
past plan periods, efforts will continue in the same direction during the Fifth Plan. While
privatising any activity or enterprise, special attention will be given to the workers/employees.
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They may be involved in management and ownership of the privatised enterprises. Proper
studies will also be undertaken in order to determine the time-frame for the implementation of
privatisation in the sector. As a result of government policies, private investment in
agriculture is projected to be around Tk.120 billion during the Plan period.

6.12 Private Investment in Manufacturing

6.12.1 During the Fifth Plan, highest priority will be accorded to the development of private
investment in manufacturing. At the same time, efforts will be intensified to reduce the direct
involvement of the public sector in production activities. For this purpose, the privatisation
process will be accelerated and further extended to some other areas. Intense efforts will be
continued to encourage FDI in manufacturing.

6.12.2 Government's role will be limited mainly to that of a facilitator and creator of an
enabling environment wherein the private sector can operate and flourish. As discussed
below, various institutional improvements will be made in the organisations like BOI, EPB,
BSCIC, etc., to facilitate private investment. The government will strongly stress on the
acquisition of information on market and technology and disseminating them to the private
sector. Adoption and adaption of technologies through R&D efforts will be focused.
Feasibility study for setting up of an institution like Korean Institute of Advanced Science
and Technology (KIAST) will be undertaken during the Plan.

6.12.3 Thrust sub-sectors have been identified within the overall framework of an industrial
strategy emphasising export-oriented and efficient import-substituting industries. In this
context, private investment will be encouraged amongst others in the following sectors:

a. Textile industries: Private investment in the textile industries will be encouraged
with particular emphasis on improvement of quality through technological
improvement. This will be done not only with a view to maximising the backward
linkage of ready made garments (RMG) manufacturing but also to enabling the
exports of fabric and yarn. In view of the impending phasing out of MFA, efficiency
of the private sector has to be increased through providing information and training,
access to developed technology and effective marketing strategy. A new important
dimension of RMG will be production and export of high value garments. For this
purpose, necessary incentives, including import of specialised fabrics and materials,
will be provided. Private investment will be encouraged in fashion industries and the
government assistance will be provided in organising fashion shows of Bangladeshi
products abroad. Setting up of schools of textile design teaching computer aided
design (CAD) and computer aided manufacturing (CAM) will be encouraged in the
private sector during the Plan period.

b. Leather and leather goods industries: Investment in the form of foreign direct
investment and joint ventures in this sector will be encouraged on a priority basis
because of its tremendous export potential. Like textiles, this sector is closely linked
to the international market. Similar assistance, as given to the textile, will also be
extended to this industry.

c¢. Computer software development data entry and data processing industry: In view
of large international trade volume in the area of software development, data entry and
data processing, private investment will be encouraged and accorded priority. This
industry has an enormous potential for generating foreign exchange and employment.



132

In order to facilitate private investment in this area, steps such as development of
appropriate manpower, extension of telecommunication services, including leasing
out of V-SAT channels at reasonable costs, provision of bank loans and fiscal
incentives, etc., will be pursued during the Plan period. To facilitate rapid investment
in these activities, exclusive zones will be established in selected locations within a
short time. Guaranteed infrastructural facilities such as electricity and
telecommunication will be provided in these zones.

d. Electronics industry: Investment will be encouraged in electronics industry in view of
its import substitution as well as export potential. Many such industries have been
relocating from developed regions of the east, particularly Japan in labour abundant
country. Semi-conductor is a large industry and is relocating. The strategy for
encouraging FDI will take such factors into account. Planned efforts will be made
during the Plan period to attract FDI to this sector. Electronics industry is quite
amenable to sub-contracting. Hence, during the Plan period, linkages will be
developed between small enterprises and large industries. This will be important from
the point of view of poverty alleviation objectives.

6.12.4 Selected agro-based industries, relating to fish, vegetables, fruits and flower, etc., will
be developed in view of growing international demand for such products. As these are
perishable goods, exports of these will benefit from recent decision to privatise air freight.
Deregulating air freight services will allow private cargo carriers to compete with the national
carrier and ease the constraints on transportation of high-valued but fragile agricultural
exports.

6.12.5 In view of their export potentials, growth of jewellery, printing and publishing,
handicrafts, etc. will be encouraged.

6.12.6 Because of lack of an enabling environment as well as other reasons including
inappropriate policies in the past and economic changes, many industrial units have become
economically sick. Some of the industries affected are: steel, leather, chemical, jute, food and
allied, rubber, pharmaceutical, textiles industries and handlooms. The issues pertaining to
sick industries constitute an important element in the context of industrialisation of
Bangladesh. Steps will be taken to rehabilitate those industries which are likely to become
viable through reasonable investments. The possibility of creating a Sick Industry Fund for
the purpose will be examined.

6.12.7 During the Plan period, strong emphasis will be given to the development of small
and cottage industries with the objective of achieving balanced regional development. It is
anticipated that such industries will also contribute to export. BSCIC will be strengthened to
facilitate such development.

6.12.8 In view of the emphasis placed on industrial development, it is projected that the
private investment in manufacturing sector during the Plan period will be around Tk.299
billion in which the share of small and cottage industries will be 40 per cent of the sectoral
total.

6.13 Power Gas and Natural Resource

6.13.1 Power, gas and natural resources sector has been basically in the public domain in the
past. Recently, the government has decided to involve the private sector in the development
of hydro-carbon resources on a large scale through participation of international oil
companies (IOCs) under production sharing contracts. Several contracts and MOUs have
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been signed with the private sector for the exploration of gas and for expanding power
generation. Although activities of the local investors in this field will be limited and be
mainly in distribution, they will gain experience during the period. In view of the government
efforts, it is anticipated that private investment, particularly foreign private investment, will
increase substantially during the Plan period and it is projected that in this sector such
investment will be around Tk. 38 billion.

6.13.2  South Asian Triangle has huge potential for development of power and natural
resources. However, collective efforts are needed to harness this potential. The leaders of all
the neighbouring countries have already recognised the role of sub-regional cooperation in the
development of this sector. Efforts will be made to undertake joint venture projects in this
context.

6.14 Housing and Construction

6.14.1 In view of large population, intensification of growth process and growth of
population, the pace of private investment in housing and construction is going to increase
during the Fifth Plan. During the Plan period, the involvement of the private sector/NGOs
will be expanded to include slum improvement, waste management, sanitation, roads, water
supply, flood control, development of markets for district towns and thana centres. Private
sector participation in both the urban and rural housing. particularly low cost housing, will be
encouraged through incentives, targeted loans and infrastructural support. Private investment
will be encouraged in the production of construction equipment and materials, sanitary
fittings including latrines by providing credit and technological support. Private sector/NGOs
will be encouraged to develop and run tourist sites and other facilities.

6.14.2 The role of the commercial banks and financial institutions including House Building
Finance Corporation(HBFC) has been quite significant in the past. The HBFC has provided
considerable amount of credit in urban areas. Its programme in this direction will be
continued during the Plan period. These institutions will be further strengthened so as to
facilitate private investment. In view of the Plan's objective of maximisation of social
welfare, low cost housing will receive priority in credit disbursement by such institutions.
Private sector will be encouraged to invest in housing estates to ease housing shortages.
Greater investment in turn, will enable families with modest means to purchase such dwelling
units. Improvement of quality through technological improvements without increasing cost
will be the prime objective of governmental efforts in this sector. Private investment in
research on building technology will be encouraged. The government is going to evolve and
enforce a uniform code for house building in the Plan period.

6.14.3 In view of expected high growth of the economy during the Fifth Plan and successful
involvement of the private sector in housing in the recent past, it is anticipated that the private
investment in this sector will be around Tk. 180 billion during the Plan period.

6.15 Transport and Communications

6.15.1 Although the transport sector is dominated by the private investors, adequate
investment has not been forthcoming except in the road and water transport sectors. During
the Plan period, steps will be taken to remove the obstacles to such investment in road and
water transportation.These steps will cover militant labour groups, shortage of credit and
inefficiency and corruption in traffic administration. An inter-ministerial task force will be
formed and steps will be taken on a priority basis to eliminate the negative impact of these
forces on private investments in this sector.
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6.15.2 In the past, air transportation was in the public sector. The government has now
opened up domestic and international routes to the private investors and deregulated the air
freight so that domestic private companies can compete with international ones. This is vitally
linked to the growth of export.

6.15.3 During the Fifth Plan, amongst others, the private sector will be involved in the
development of appropriate regulatory framework and incentive packages for its increased
participation in port development, establishment of container terminals, setting up ferry
services and procurement of container feeder vessels and mother tankers. Use of private
equipment for handling cargo will also be allowed. The possibility of forming a joint venture
between Chittagong Port Authority and a private company for operation and maintenance of a
Dredger Authority will be explored. Besides, private sector participation will be encouraged
in the following areas :

a. construction and operation of container terminals as well as bulk, break-bulk,

multipurpose berth and specialised cargo berth out-side the port protected area;
b. leasing of equipment for private handling ; and
c. construction of a deep-sea port.

6.15.4 Private sector will be encouraged to set up inland container depots(ICD). Besides, the
transportation of containers from sea ports to Dhaka will be opened to the private sector and
private investment will be encouraged.

6.15.5 At present, there are no restrictions for private companies to own and operate ocean-
going ships. Moreover, 12.5 per cent share of BSC is now owned by the private sector. There
is a programme for divesting 49 per cent shares of BSC to the private investors.

6.15.6 In the inland water transport, private sector will be involved in the following areas :

a. operation and maintenance of ferry ghats;
b. development of rural launch stations/landing stages; and
C. providing aid to navigation in inland water ways.

6.15.7 In the road transport sector, the private sector will be encouraged to invest in the
construction of road and other related infrastructures also.

6.15.8 Historically, communication has been an area dominated by the public sector and the
role of private sector in development and operation of communication has been negligible.
Since mid-eighties, initiatives were undertaken to bring private sector participation in the
telecommunications services. First private operator licence was issued in July, 1989. During
the last couple of years, the telecommunication sub-sector has been opened up for increased
private sector participation . As a result, three more private telecommunication operators were
given licenses for providing digital cellular mobile telephone services all over the country. In
November 1996, licenses for digital mobile cellular radio telephone services were issued to
three private operators in addition to the only existing cellular mobile telephone operator, to
increase competition in the sector. All these are joint venture companies between Bangladesh
and foreign partners. In addition, six private companies have started providing internet and
electronic mail (e-mail) services in the country. During the Plan period, a telecommunication
policy will be designed and formulated so as to attract more direct foreign and local
investments for building a fully digital telecommunication infrastructure in the country and
providing competitive and cost-effective services. This will include value added services like
high speed transmission cellular mobile phones, internet, e-mail, cable TV, etc. Necessary
programmes and policies will be undertaken to facilitate the development of export oriented
data entry/data processing and software industry in the private sector.
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6.15.9 Further steps will be taken to encourage private investment in the communication sub-
sector in terms of (a) competition for services among private cellular operators and between
the private cellular operators and the Bangladesh Telegraph and Telephone Board (BTTB);
(b) new investments creating competition between wired and private radio-based net-work.

6.15.10 In view of the privatisation efforts as well as other polices to be undertaken by the
government, the private investment in transport and communication sector is projected to be
around Tk.119 billion during the Plan period.

6.16 Private Investment in Trade and Others

6.16.1 Investment activities in these sectors include investment in trade and commerce,
educational services, health services and professional services, etc. In line with the overall
strategy to follow a private sector led-growth during the Fifth Plan, and in tune with the
tradition of the private sector's involvement in such sub-sectors, efforts will be intensified to
encourage private investment in these sectors.

6.16.2 The government will, amongst other areas, encourage private sector involvement in
trade, education and health. Further, some activities including food procurement will be
shared with the private sector. However, where welfare considerations are involved, it will be
ensured that certain acceptable standards are met through framing of appropriate rules and
regulations and their enforcement.

6.16.3 Steps will be taken during the Plan period to encourage institutes of higher learning
such as universities, medical colleges, etc. in the private sector. These institutions must
conform to acceptable standards and provide access to the poor but meritorious students.
Academicians will be encouraged to set up educational institutions in order to ensure quality
of education. To encourage private investment in education services, incentives such as
credit, land, etc. will be provided through the credit guarantee scheme currently being
operated by the Bangladesh Bank and allocation of appropriate government land by the
Ministry of Housing and Public Works and urban development organisations like Rajuk.

6.16.4 In the area of health, establishment of private hospitals, clinics, diagnostic centres, etc.
will be encouraged through deregulation and provision of incentives including reduction of
tariff on imports of medical equipment, appliances, essential medicines and chemicals for
surgery and complicated diseases. In the area of sports and culture, the involvement of the
private bodies and individuals will be encouraged through financial grants and awards and
other incentives. The affluent citizens will be encouraged to sponsor sports and cultural
activities. In the area of mass media, private activities will be further expanded through
opening such activities for investment and operation by the private sector.

6.16.5 In order to encourage tourism, development of hotels and other physical facilities in
the private sector will be given high priority. Establishment of more investment banks and
insurance companies in the private sector will be encouraged.

6.16.6 It is anticipated that due to intensification of efforts to encourage private investment in
trade and others service sectors, the total investment will be around Tk. 345 billion during the
Plan period.

6.17 Institutional Issues

6.17.1 To increase the efficiency of the labour force appropriate policies will be framed to
develop necessary skill and knowledge. The government will take the lead in initiating a
proper programme and will encourage greater participation by the private sector, as this is
expected to reflect the demand for such training more effectively. Such training programme
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will be adopted in consultation with trade associations, industries as well as educational
institutions including the universities. The programmes will be aimed at raising skill and
knowledge of existing personnel as well as that of the prospective additions to the labour
force. The industries or relevant trade associations likely to benefit should be made to defray
a part of the cost so as to ensure relevance and prevent wastage. A proper certification system
reflecting the proficiency acquired will be introduced and efforts will be made to ensure their
universal acceptance.

6.17.2 As the policy of privatisation will be pursued vigorously, the BOI and the Privatisation
Board will have to shoulder greater responsibility. As such, the BOI will be restructured and
staffed with additional professional personnel who will be appropriately trained. The mandate
of the BOI has to be broadened and backed by necessary regulation and administrative orders
so that its decisions are accepted as that of the government. BOI will be better equipped to
supply information and data to potential investors and has also to facilitate, through the
establishment of One Stop Cell, speedier decisions and implementation relating to the supply
of power, water and telecommunications and to ensure basic infrastructural facilities. The
Privatisation Board and the BOI will monitor implementation of the on-going projects. A
"Wing" will be set up in the General Economics Division of the Planning Commission to co-
ordinate the activities of the private sector and to review and support its performance.

6.17.3 EPB will be reorganised to enable it to play a more pro-active and supportive role for
increase of exports. This will involve collection and dissemination of information on market
and technology including providing technical assistance for new export products, carrying out
market research and support for diversifying exports both in terms of products and
destinations. There will be greater representation and involvement of the private sector in the
management of EPB.

6.17.4 Bangladesh Standards Testing Institute (BSTI) and other specialised standards setting
agencies will be strengthened to provide prompt professional services in order to ensure
quality of export to the satisfaction of buyers.

6.17.5 Institutions involved in research and development such as BCSIR, BRRI, BARC,
BIDS as well as Bangladesh College of Leather Technology, Bangladesh Institute of Glass
and Ceramics, etc. will be strengthened with the object of facilitating the development of the
private sector by undertaking relevant research and ensuring dissemination of such knowledge
promptly and efficiently. An Institute of Biotechnology will be set up to facilitate research in
various aspects of agriculture in general and food crops in particular. Further, an Institute of
Oceanography will be established to explore the ways and means of harnessing sea resources
more widely and effectively.

6.17.6 The Government will adopt measures ensuring linkages and contribution by the
different chambers of commerce and industries and associations to R&D activities.

6.18 Partnership Between Government and Private Sector

6.18.1 The Fifth Plan will develop an effective mechanism for linking various chambers of
commerce and industries and trade associations with the planning and implementing process.
The present arrangement of having dialogues with these chambers and associations will be
reviewed and joint consultative committees will be established in the relevant Ministries, for
exchange of views to review policies, projects and programmes. These committees will
resolve problems, identify bottlenecks in implementation of programmes and projects and
suggest follow up measures.
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6.18.2 Each ministry will prepare a plan delineating the role of the private sector in
implementing the plan objectives in its relevant sectors and will also draw up, in consultation
with the private sector representatives, the nature of government support needed to harness
resources and to enable the private entrepreneurs to play their expected roles.

6.18.3 A Council of Private Enterprises will be constituted under the chairmanship of the
Prime Minister with representatives from the private and public sectors. Minister of
Commerce and Industries will be the alternate chairman of this council. The council at the
highest level will advise the government to take such measures as will be needed over time to
bloom out private enterprise and its creativity.

6.18.4 Skill development in the private sector is a sine-qua-non for speedy development and
along with governmental efforts the private sector will also be supported to expand its
activities in this area keeping in view international and national needs. Policies will be framed
for proper certification of training received reflecting the standard of acquired proficiency and
for helping the expansion and strengthening of such institutions. Attention on adoption of
standards and quality control measures so as to keep pace with international requirements will
be given.

6.18.5 The transformation of the role of the state from one of a regulator to that of a partner
and facilitator will necessitate changes in the nature and content of the training of the civil
servants. Such changes will reflect the new dimensions that have emerged as a result of the
sharper focus on the private sector and adoption of market economy. Representatives of
private sector should regularly participate in such courses both as resource persons and as
participants.

6.18.6 The government, as a partner as well as promoter of the private sector, will reorganise
its foreign missions so that they can assist the local private investors in marketing their
products abroad. They will also provide information about market and opportunities in
Bangladesh to the prospective foreign investors.
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CHAPTER VII

PARTICIPATORY RURAL DEVELOPMENT AND LOCAL
GOVERNMENT INSTITUTIONS

7.1 Introduction

7.1.1 1In spite of two and a half decades of economic development, Bangladesh is still
regarded largely as a rural economy. Agriculture contributes about one-third of its gross
domestic product and about 80 per cent of its people still live in the rural areas. Further, most of
the rural people are poor and disadvantaged. Their sufferings stem not only from low income
but also from illiteracy, ill-health, ignorance and various kinds of deprivations. They are
particularly vulnerable to calamities, both natural (cyclone, flood, drought, etc.) and man-made
(black marketing, hoarding, etc.). Development planners recognise that the upliftment of the
poor and backward masses is a pre-condition for the overall development of the country.
Successive five year plans of the country, therefore, emphasised rural development with a focus
on the rural poor, in one way or another. But in the implementation of this objective, the success
was rather limited due to some constraints, at the top of which was the lack of participation by
the stakeholders - the poor themselves, who hardly had any influence and control over
development initiatives.

7.1.2  Participatory development embodies collective effort by the very people, who are the
beneficiaries of development. In a well defined framework the people pool their efforts and
whatever other resources they decide to pool together to attain the objectives they set for
themselves. Participation is an active process through which stakeholders influence
development initiatives and take action that is stimulated by their own thinking and deliberation,
and over which they can exert effective control. Participation, thus, may be viewed as the
exercise of people's power in thinking and acting and, thereby, realising the essence of
democracy in conformity with the constitutional dictum that all power belong to the people.
Implicit in this concept of participation is the concept of self-reliance, if not self-sufficiency.

7.2 Some Innovative Experiments in Participatory Rural Development in Bangladesh

7.2.1 The Comilla approach in the 1960s provided the first systematic opportunity for the
small and the marginal farmers to participate effectively in the process of promoting agricultural
revolution in this country. It had four basic strategies: (a) organisation of the village people into
primary co-operatives (KSS) of their own; (b) the integration of these primary co-operatives into
the Thana Central Co-operative Association (TCCA) for credit support; (c) an extensive
extension training system through Thana Training and Development Centre (TTDC); and (d)
development of water resources (along with other inputs) for agricultural development through a
Thana Irrigation Project (TIP). Later, this institutional mechanism was modified to organise also
the poor women and the landless (in their own co-operatives) for income generating activities.

7.2.2 Based on its initial success the Comilla approach in its second phase, developed a
comprehensive thana/union development planning format with focus on optimal land utilisation
and crop diversification. The exercise was to be initiated at the village level, to be consolidated
at the union level and co-ordinated at the upazila level. During 1965-70, hundreds of officers,
people's representatives and other social workers were trained in this format. In the absence of
appropriate motivation, the system later degenerated into one dominated by the bureaucracy and
the efforts could not be consolidated and applied in full for the benefit of the poor. The Comilla
Academy has now developed another format for rural development called "Comprehensive
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Village Development" (CVD) programme. Under it, the village is considered as an integral
whole and all its inhabitants are brought under one umbrella co-operative for comprehensive
bottom up development. Since 1984, it has spread into 40 villages (15 in Comilla, 10 in Sylhet,
7 in Sonargaon and 8 in Burichang Thana) as an experiment of local level planning.

7.2.3 In the late 1970s, the "Swanirvar movement", like the Comilla approach, attempted (a)
to organise different interest groups at the village level; (b) represent them in an informal village
based organisation; and (c) then link them informally with the union parishad on the one hand
and the thana officials of the various ministries/agencies, on the other. Its differences with the
Comilla approach was that (a) while Comilla approach paid more attention on the small and
marginal farmers, the Swanirvar movement tried to bring all the interest-cum-functional groups
(large farmers, small and marginal farmers, the landless labourers, the women, the youth, etc.)
first under their own informal organisation and then bring them together under a village
development committee with approximately two representatives from each group. It had two
varieties: under the Sadullahpur model, the local ward member of the union parishad would
become the head of this village development committee; under the Kushtia model, the villagers
would select (on the basis of consensus) the chairman of this committee. As a model in its two
variants, it did not survive beyond early 1980s.

7.2.4 A more successful experiment in poverty alleviation that attracted attention of all in the
1980s was the Grameen Bank. Its main hypothesis was that the poor were bankable. If credit
could be advanced to them through an innovative process, they would not only repay the credit
fully as per schedule, but also simultaneously generate a dynamic process of production savings
and investment that could eventually lead them to graduate to self-reliance. More important, 95
per cent of the clientele of the Grameen Bank turned out to be women.

7.2.5 Role of NGOs at Grassroot Level Development: During this period, the number of
non-government organisations (NGOs) also increased throughout the country. The process was
helped by easy availability of donor funds for NGOs. The donors supported the NGOs to
supplement the government’s delivery system to reach the poor and to play a more creative role
to consciencetise them. This argument created an indirect pressure on the government to make
its delivery system to be more efficient. The resultant competition between the GOs and NGOs
to reach the poor brought the questions of cost-effectiveness, transparency and accountability of
using public fund under sharper focus.

7.2.6  The major activities of the main NGOs in Bangladesh can be enumerated as follows:

a.  rural physical infrastructure building (food for works, canal digging): mainly by
CARE;
agricultural development by CARE, CARITAS, CCDB, BRAC, PROSHIKHA;

c.  non-agricultural development programmes for promoting employment by the local
level organisations;

d.  health, population control and family welfare programmes of FPAB, BAVS, BRAC,
Swanirvar Bangladesh, National Youth Federation and a number of women
organisations; and

e. training and education and consciencetisation programmes of BRAC, FPAB, BAVS,
IIRD, etc.

7.3 Main Constraints to Rural Development

7.3.1 In the light of experience gained in the past, the main constraints to rural development
seem to be the following:
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a. Although "village" was the basic geographic unit and constituted the bottom-most entity
for identification of development needs in rural areas, there was hardly any "effective
development organisation" in it. Frequently, it was held that an average village in
Bangladesh was too small to be regarded as a formal organisational unit. On the other
hand, without such an organisation, the villagers, particularly the rural poor, found it
difficult to effectively participate in the development process.

b. There are a number of government agencies for service delivery at various tiers of local
government (district, upazila and union) but, in the absence of effective "clientele"
organisations, the delivery structure had remained somewhat inaccessible and
inefficient. In particular, this system did not reach the poor and the disadvantaged in all
cases.

c. The various efforts to organise the people at the grassroot level through local
government bodies also did not succeed, as in the absence of democratically elected
government, these bodies were used to serve political interest of the power that was in
the central government. As a result, local government bodies in Bangladesh proved to be
more of an extended arm of the Ministry of Local Government and Rural Development
and Co-operative and, as such, they could not grow on their own. In particular, they
remained heavily dependent on the government for their resources and initiative.

d. The government personnel who were sent to the rural areas to work for the poor, largely
proved to be inadequately motivated for participatory local level development (for
various reasons such as inadequate training, incentive structure, logistics, etc.)

e. No effective mechanism could be developed for co-operation and co-ordination at
various tiers of administration (district, upazila and union). The need for effective co-
ordination increased overtime in response to the expansion of development activities in
the rural areas.

f. The understanding of the decision makers of the need for and effectiveness of
"participatory local level planning" was rather poor. Most development planners
(including bureaucrats and technocrats) thought that such participation was unnecessary
mainly because of ignorance and illiteracy of the poor. The usual emphasis was on the
need for educating the poor before they could effectively participate. For the intervening
period, therefore, the preference was for a top down decision making process.

g. Although there was a broad consensus that Bangladesh being a labour abundant country
should convert its surplus labour into productive capital, in practice, the decision makers
could not clearly prescribe the process through which this goal could be achieved.

h. The banking system expanded in the rural areas quite rapidly in the 1970s and 1980s, yet
heavy dependence of the rural poor on the informal sector (e.g. money lenders who
charge high interest rates) continued strangulating their creative potential to contribute
more to the national growth.

7.3.2 The inability to clearly formulate effective strategies to overcome the constraints made
the provisions of "safety net" (e.g. food for works programmes, vulnerable group development
programme, rural maintenance programme, etc.) a necessity rather than taking effective
measures for income generating activities as the main vehicle for poverty alleviation. In the
1980s, however, the poverty alleviation efforts through income generating activities of some
government agencies and NGOs multiplied but in most cases, their coverage and cost
effectiveness remained low.
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7.4 Strengthened Local Government Institutions

7.4.1 The present government, in compliance with the relevant fundamental principles of state
policy, in pursuance of its commitments to the nation and in following generally the
recommendations of the Local Government Commission, will establish a four-tier local
government institutions at the village, union, upazila and zilla level. These institutions will be
known as Gram Parishad (GP), Union Parishad (UP), Upazila Parishad (UzP) and Zilla Parishad
(ZP). GPs will be established in each of the 9 wards of every union of the country, while UzPs
and ZPs will be also established respectively in every upazila and zilla of the country; except
that in the three zillas of the hill-tracts area where existing ZPs will, subject to some
modifications following signing of the Peace Agreement for the hill tracts, continue to function.
UPs have been strengthened following the recent fair and impartial election. City corporations
and paurashavas have been functioning without interruption.

7.4.2 In fulfilling the commitment of the democratically elected government, each of the local
level institutions will have well-defined and extended functions to carry out. The gram
parishads, for instance, will participate in the preparation of development programmes/projects
to be undertaken for increasing production; maintenance of rural infrastructure (e.g. feeder
roads, bridges and culverts); development of local natural resource base; supervision of primary
schools, madrashas and maktabs and motivation of guardians to send their wards to schools;
creation of awareness about health and health care; implementation of drinking water supply
projects, especially regarding the selection of sites for sinking tubewells; establishment of co-
operatives/associations for carrying out socio-economic activities; collection and preservation of
vital statistics like dates of birth and death, marriages, etc.; maintenance of law and order in the
locality; undertaking socio-economic survey of households in all villages; etc. The gram
parishads will keep the union parishads posted about their functions and problems. The local
government institutions at other three levels will be entrusted with similar functions at varying
levels of responsibilities and authorities, including the authority to raise resources for financing
local level development activities.

7.4.3 Standing Committees for such fields as (a) law and order, (b) health and family
planning, (c) agriculture, irrigation and environment, (d) education, social welfare, development
of women and children, (e) sports, culture and youth development, (f) fisheries and livestock
and (g) other fields as felt necessary will be established to assist the local government bodies at
all levels in conceiving, designing, formulating and implementing local level development
programmes/projects. Priority areas of development and resource mobilisation responsibilities
and authorities will be indicated for the local level bodies.

7.4.4 Development of local government in this country brings in the concept of "devolution"
vis-a-vis "deconcentration" of decision making power into sharp focus. Under a system of
"decentralisation" based on deconcentration, the central government retains the decision making
powers; only some responsibilities for implementation of the central decisions are given to the
local authorities. In contrast, under a system of decentralisation that is based on devolution, it is
the "decision making power" that is handed over to the local government institutions by the
central government. Devolution establishes reciprocal and mutually benefiting relationships
between central and local government implying that the local governments are not subordinate
administrative units but exclusive authorities in their areas to be able to interact reciprocally
with other units of government in the political system of which they are integral parts.
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7.4.5 Genuine devolution must vest in various tiers/spheres of local government clearly
following delineated administrative, judicial, financial and developmental roles as envisaged in
Article 59 of the Constitution. Such devolution will not only contribute to good governance
through rational sharing of powers and responsibilities between the central government and the
local government bodies, but also lead to greater success in the management of development
programmes/projects and better delivery of services through more efficient discharge of
respective functions. Moreover, people's vote will be seen to be bearing fruits and democracy
will be seen to be functioning at the door steps of the voters when they will witness that the
representatives elected by them to the various tiers of local government are in fact contributing
to the upliftment of their lot. Needless to say, such visibility is very vital for democratic culture
to take desirably deep roots.

7.4.6 Enhanced Developmental role of Municipalities and City Corporations: In the
context of its new vision of local government, the present government will entrust the
municipalities and city corporations with enhanced developmental roles in their respective areas
of jurisdiction. In providing civic amenities to citizens, these bodies, more often than not,
depend on other agencies for building up infrastructural facilities and generation of utilities and
other services. In a departure from this age-old practice, the present government will encourage
and empower the municipalities and city corporations to undertake increasingly more
development programmes/projects for catering to the needs of citizens. They will be called upon
to monitor and oversee educational institutions as well as health and family welfare services
facilities. To enable them to meet their increasing financing needs, these bodies will be
empowered to mobilise and raise additional resources through broadening the existing base of
taxation and issue of innovative saving instruments, including bonds and debentures. They will
also be given the role of co-ordinators to co-ordinate amongst different service producers and
service providers. Towards these objectives, a substantial share of powers and authorities of
relevant ministries/divisions of the government will be delegated to the municipalities and city
corporations.

7.5 Strategies for Participatory Planning During Fifth Plan

7.5.1 Alleviation of poverty and employment generation are the central objectives of the Fifth
Plan. Given the market failure, the public sector must play the role of a catalyst in associating
the vast segment of the populace who are under privileged and often are left out of the
development process. Local level participatory planning, therefore, will start with building a
mechanism where people, at large, specially in the vast expanse of the rural areas, will provide
inputs to the planning process of the country; and people at the grassroot level, through
consciencetisation, consultation and participation, will get the scope to determine the local
needs and priorities and integrate them into an overall planning exercise of the country through
their elected local bodies.

7.5.2  Local government bodies, therefore, will be vested with roles and responsibilities with
particular focus on (a) how these institutions can be made participatory so that they will enable
the people in the local areas to provide inputs for planning; and (b) how through a process of
bottom up planning the development programmes/projects of various tiers of local government
as well as of the central government will be integrated. Towards these ends, the following
strategies will be pursued:

a. First of all, selection of an appropriate local level planning unit, either Zilla or Upazila
will be made on a careful analysis of planning capacity available at such levels.
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Following the decisions, Zilla Parishad or Upazila Parishad will assume responsibilities
for preparing local level development plans spreading over time as well as drawing up
annual resource use plans in line with the exercise done at the national level during the
preparation of annual development programmes. One approach which may merit
consideration is to take Zilla as the planning unit, Upazila as the key implementing
agency for local level development programmes/projects and union parishads as the
local operational and supervisory agency for projects implemented at local ambits.
Functionaries of relevant government ministries/divisions/departments posted at the local
levels will be placed at the disposal of Zilla Parishad/Upazila Parishad to provide
necessary support and assistance in these exercises.

Standing committees of local bodies formed at the relevant levels will be made
operational. These committees will represent the various functional-cum-interest groups
in village, union, upazila and zilla levels. They will be given the responsibility to initiate
local level plans and programmes. The outline of the village plan will be prepared by the
villagers themselves with focus on eradication of poverty among the hard core poor and
generation of employment including self-employment. The members of the village
committee may divide responsibilities of different sectors of development (education,
agriculture, tree plantation, family planning and population control, etc.) among
themselves according to the skills and clientele representations.

The development actors, belonging to the four spheres of local government, may be
suitably trained by academicians as well as development practitioners. The Academy for
Rural Development at Comilla, the Academy for Rural Development at Bogra, the
National Institute of Local Government (NILG), the Academy for Planning and
Development of the Ministry of Planning as well as the Planning Commission can be
pressed in to this end.

. The process of integration of the village, union, upazila and zilla plans will be as
follows:

i. by December, Union Parishad will collect from Zilla and Upazila Parishads the
list of expected projects/programmes of the central government and of NGOs
which are relevant for the concerned areas;

ii. by March next, Union Parishads will integrate their own programmes and
projects, based on the needs and priorities of the villages under the respective
unions, with the projects and programmes of the central government and the
NGOs through a series of consultative meetings with the local functionaries of
the government and other concerned persons;

iii. at the upazila and zilla levels, these projects/programmes will be further
scrutinised to fill up the gaps in both plan formulation and implementation
strategies; and

iv.  the actual implementation of these projects/programmes will start with a
participatory process from July which is the beginning of the financial year.

The process of organising the rural people and training them for development
activities will be reinforced by legislative support where necessary (an example of
such legislative action for development was embodied in the debt settlement
legislation in the late 1930's that substantially freed the poor peasants from the
clutches of the money lenders). For this purpose, the members of the Parliament can
take initiative on their own or Gram Parishads, through respective Union Parishads,
can give them a list for such actions.
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Preparation of local level development programmes/projects will be backed up by
supportive studies/surveys such as; (i) preparation of inventories of manpower
resources -- skilled and unskilled, with particular focus on women; (ii) preparation of
medium and long-term employment plans based on available land, capital, fiscal and
material resources for the respective locality/region; (iii) local level industrialisation
plans with emphasis on small and cottage industries; and (iv) drawing up
local/regional level resource use plans, with special attention to optimising the use of
land, within the framework of the national resource use plan.

The process of project preparation at the national level under the annual development
programme will be guided by the constitutional mandate for ensuring basic needs
(food, clothing, education, health and housing). Initiation of the local level planning
with Union as the focal point, on the line suggested above, will lead to the integration
of the bottom up and top down planning process.

A number of monitoring and evaluation teams will be set up at appropriate levels of
the planning and administrative tiers to monitor and evaluate the local level
development programmes/projects with respect to their impact and cost effectiveness
so that their qualities and implementation efficiencies can be improved in subsequent
periods.

7.5.3 The process outlined above will be refined through a process of trial and error. At the
beginning, the following steps will be in order to make the process more effective:

a.

ii.

iii.

Identify the reasons for failure of self-governing local government institutions in the
past.

Accept Union Parishad as the focal point of local government institutions as a
necessary but not the sufficient condition for promoting bottom up planning. To meet
sufficient conditions, steps will be taken to:

promote devolution of decision making power in favour of the local government
bodies in areas that concern them most and make them simultaneously accountable
to their electorates;

support this process through a system of social mobilisation, consultation and
training that will enable the people at the grassroots to prepare and also implement
(where possible) a bottom up plan through popular participation and community
organisations; and

provide a mechanism through which this process of preparing and implementing
the bottom up plan can be linked/integrated with the different tiers of development
administration so that the local level development plans are functionally integrated
into national level sectoral plans.

Allocate more resources to the restructured and reoriented local government bodies
from the development budget of the central government with focus on human resource
development and poverty alleviation.

Understand that there has to be an effective equalisation of opportunities in favour of
the relatively poor, if the group is to be brought into the mainstream of economic
activity.

Reorient all financial institutions and the government and non-government agencies
involved in credit intervention in favour of the poor so that the poor receive adequate
resources through innovative programmes at reasonably easy terms for required time
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period; a reorientation of financial institutions and credit agencies will (i) make the
monetary sector more responsive to societal needs ; (ii) ease the present excessive
reliance on fiscal measures for resource mobilisation; (iii) motivate and activate the
informal sector for greater contribution to development; and (iv) raise the growth rate
through additional capital formation in the economy. Promotion of local level
planning is expected to facilitate the process of this orientation of financial institutions
and agency in a mutually reinforcing manner.

Undertake massive training of government officials, peoples' representatives and other
social workers in participatory bottom up planning.

Institutionalise the process of conflict resolution particularly in important fields of (i)
top down versus bottom up processes of planning; (ii) deconcentration versus
devolution of power in favour of the local government bodies; (iii) allocation of
development funds through sectoral plans versus district plans; (iv) incentive
structures favouring the relatively more efficient versus inefficient groups and sectors;
and (v) promotion of growth through structural adjustment reform programme without
disregarding social responsibility. The most optimistic element in the field of conflict
resolution is expected to be the "strategy of popular participation" because if it is
allowed to find its own course, it is expected to generate its own dynamics of conflict
resolution through a continuous process of dialogue and consensus.
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CHAPTER VIII

POVERTY ALLEVIATION EMPLOYMENT AND
HUMAN RESOURCES DEVELOPMENT

8.1 Introduction

8.1.1 The economy of Bangladesh with a large and rapidly growing population and low per
capita income reveals conditions of abject poverty for the majority of the people. The task
of poverty alleviation with the ultimate aim of its eradication is a challenging one.

8.2 Trend of Poverty

8.2.1 Broadly speaking, poverty refers to forms of economic, social and psychological
deprivation occurring among people lacking sufficient ownership, control or access to
resources for minimum required level of living. The low level of human resource
development in Bangladesh is a serious constraint to the development process of the country.
Measured in terms of the Human Development Index (HDI) by UNDP in 1996, out of 174
countries Bangladesh ranked 143rd in 1993. It gave a value/score of 0.365 for Bangladesh.
For some of our neighbouring countries the scores were 0.698 for Sri Lanka, 0.442 for
Pakistan, 0.436 for India, 0.451 for Myanmar, 0.332 for Nepal and 0.307 for Bhutan. Thus
among the neighbouring countries the HDI for Bangladesh was slightly better than Nepal and
Bhutan.

8.2.2 The profile of human deprivation (UNDP, Human Development Report, 1996) for
1993 revealed that 47.5 per cent of the people of Bangladesh were income-poor (head count
index) while 76.9 per cent were capability-poor (capability poverty reflects the percentage of
people who lack basic or minimally essential human capabilities considered as the capability
to be well nourished and healthy, capability for healthy reproduction and capability to be
educated and knowledgeable). This report posited that 52.85 per cent of people were without
access to health services, 63.35 per cent were without sanitation and 26 per cent of children
were not attending primary school. Regarding the trend in human development in Bangladesh
this report revealed that life expectancy at birth was 39.6 years in 1960 and 55.9 years in
1993; infant mortality rate per thousand live births, 156 in 1960 and 106 in 1993; under-
weight children as percentage of children under 5, 84 in 1975 and 66 in 1990; adult literacy
rate, 24 per cent in 1970 and 37 per cent in 1993 and gross enrolment ratio for all levels (age
6-23), 30 per cent in 1980 and 32 per cent in 1990.

8.2.3 There have been discernible improvements in some of these social indicators in very
recent years. In 1995 life expectancy was 58 years ; gross primary enrolment ratio, 92 per
cent; adult literacy 47.3 per cent; infant mortality rate per thousand live births 78; and death
of children per thousand before reaching the age of 5, 9.7 compared with 14 in 1991.

8.2.4 Narrowly defined, poverty is generally measured by the percentage of population
having income below the minimum expenditure required for meeting the basic needs. A
benchmark of the poverty situation in rural Bangladesh was worked out in 1977 classifying
absolutely poor as those who could not take more than 90 per cent of the recommended
calorie intake and extremely poor as those who could not take more than 80 per cent of the
requirement (A. R. Khan, 1977). Poverty line - I is defined as daily intake of 2122 k. cal per
person and poverty line - II which is extreme poverty is defined as daily consumption of 1805
k. cal per person.
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8.2.5 Poverty is widely recognised as a multi-dimensional problem involving income,
consumption, nutrition, health, education, housing, crisis-coping capacity, insecurity, etc.
However, with the exception of income (consumption) measure, long-term trend in other
dimensions of poverty is difficult to measure due to paucity of data. Focus is therefore on the
income dimension of poverty supplemented by available evidences relating to its other
dimensions.

8.2.6 The Household Expenditure Survey (HES) shows a modest improvement in poverty
by head count since the early eighties. The incidence of poverty at the national level has
declined from 52.3 to 49.7 per cent during 1984-92. The urban head count of the poor has
declined from 40.9 to 33.6 per cent, while the corresponding figure for the rural area dropped
from 53.8 to 52.9 per cent. This suggests a faster poverty reduction rate in urban areas than in
the rural. Data officially collected for a Poverty Monitoring Project (BBS) indicate that the
incidence of rural poverty stood at about 48 per cent in early 1995 which was about 5
percentage points lower than the level prevailing in 1991/92 as per HES.

8.2.7 The declining trend in income-poverty during the first half of the nineties is
corroborated by other sources of data. Panel data collected over 1987-94 for a large scale
survey ( BIDS) show that the proportion of rural poor fell from 57.5 per cent in 1987 to
51.7 per cent in 1994. An important factor behind the improvement in rural economic
conditions has been the reduction in growth of rural population due to rapid rural-urban
migration coupled with the reduction in natural growth of population. It reveals a spatial shift
in the incidence of poverty.

8.2.8 The early nineties has also witnessed improvement in terms of alleviating extreme
poverty (BIDS). The incidence of hard-core poverty (corresponding to less than 80 per cent
of minimum calorie needs) has registered a decline from 26 to 23 per cent during the 1987-94
period. This is in line with other evidences in respect of household access to bare necessities
such as shelter and clothing. The proportion of rural households living in extreme vulnerable
housing, i.e., jhupri, has fallen from 9 to 2 per cent during 1990-95. Those without minimum
clothing (having less than two sets of clothing) has declined from 15 per cent in 1990 to 4 per
cent in 1995. The proportion of rural population without winter clothing also dropped from
22 to 7 per cent during the same period.

8.2.9 Such trends notwithstanding, several areas of medium and long-term policy concerns
can be identified. First, the pace of improvement in the poverty situation is rather slow. The
average annual reduction in head count poverty was about one percentage point since the
mid-eighties which is much lower than the comparable record of 2-3 percentage points
achieved in East and South East Asian countries. This suggests the need for not only
targeting a much higher and sustained growth rate in average incomes, but also making the
growth process sufficiently broad-based, i.e., facilitating the active participation of the poor
as agents of growth. Second, the measure of progress recorded in income-measure of poverty
has not been equally matched by concomitant improvement in several crucial dimensions of
poverty such as crisis-coping capacity, improved access to quality health care, etc. Average
annual income erosion per rural household arising out of various crisis-events (such as natural
disaster, health hazard, death of earning member, etc.) constitutes about 16 per cent of
household income; for the extreme poor, the corresponding figure is as high as 27 per cent.
Lack of adequate risk-insurance mechanism coupled with limited public health care underlies
such a high burden of income erosion on the poor. This is true for the urban poor as well. The
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urban poor who move up the income ladder after migrating to urban areas may actually
experience deterioration in other dimensions of poverty such as lack of adequate shelter,
sanitation, personal security, active community life, etc. Third, after every statistical
adjustment has been made, the challenge of poverty in Bangladesh remains a monumental
one with nearly 50 per cent of the rural population living in poverty of which approximately
half are in extreme poverty . The sheer magnitude of poverty, particularly extreme poverty is
staggering. More concerted efforts need to be undertaken in this regard involving direct
capability-raising programmes through public education and health as well as safety net
programmes, particularly for the poorest.

8.3  Movement In and Out of Poverty

8.3.1 All poverty alleviation efforts have been singularly concerned with the poor over time.
The dynamic process of impoverisation is however more complex than caring for the poor.
There are movements across the poverty lines (BIDS: 1996). In fact, relatively more people
moved into the extreme poverty level from above than from the latter group, apparently
resulting in polarisation of the non-poor and the extreme poor in the rural areas. In 1989/90,
BIDS sample shows that the extreme poor group constituted 16.7 per cent, excluding
households (18.3 per cent) who fluctuated between moderate poverty and extreme poverty,
while 44.6 per cent were non-poor. In 1994, 17.6 per cent were in extreme poverty
(excluding fluctuating group). The corresponding percentage of the non-poor was 45.6 per
cent. Relatively more people also crossed into the group of the non-poor with the moderate
poor being proportionately less (20.4 per cent in 1989/90 to 18.3 per cent in 1994). This
movement from the moderate group is indicative of improvement in absolute poverty, while
extreme poverty seems to be growing.

8.3.2 This movement has been caused by unredeemed pressure on land due to inadequate
non-farm employment opportunities, consequent increase in marginal farming, frequent
natural calamities and above all, fluctuations in sluggish economic growth.

8.4  Causes of Poverty

8.4.1 The major causes of poverty in Bangladesh are low economic growth, inequitable
distribution of income, unequal distribution of productive assets, unemployment and under-
employment, high rate of population growth, low level of human resources development,
natural disasters and limited access to public services.

8.4.2 Low economic growth: High growth rate is conducive to efficiency and poverty
alleviation, as is evident from the experience of the high performing Asian economies which
have consistently achieved annual growth rates of 7 to 8 per cent. In contrast, during the past
two decades, Bangladesh economy has suffered from low GDP growth of 4 to 5 per cent.
This was too low a growth to lift the population, particularly the poor, to a higher level of
living. According to a 1996 CPD (Centre For Policy Dialogue) study if per capita income
were to grow at a rate of 4 per cent per year then it would take an average poor person 13
years to be lifted out of poverty. For an extremely poor person the time will be 23 years.
Many may hasten to add that growth per se is not poverty-reducing. But it is a necessary
condition though not sufficient. Growth, poverty and inequality are consequences of public
policies. If growth is based on appropriate policies inclined towards poverty alleviation, it has
the potential to reduce poverty. Participating in and contributing to such development/growth
processes, the poor may improve their situation.
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8.4.3 Inequitable distribution of income: The pattern of income distribution in the rural
areas of Bangladesh reflects deteriorating economic situation of the poor. It indicates that the
share of income accruing to the bottom 40 per cent of the rural households deteriorated
slightly in 1991/92 (18.96 per cent) compared to 1983/84 (19.24 per cent). The income
distribution pattern also indicates that the top 5 per cent of rural households enjoyed 17.8 per
cent of the income in 1991/92. The income distribution is presented in Table 8.1.

Table 8.1
Bangladesh: Income Distribution
Residence 1983/84 1985/86 1988/89 1991/92
1 2 3 4 5
Income accruing (per cent) to bottom 40 per cent households
Bangladesh 18.95 19.35 17.53 18.44
Rural 19.24 19.95 18.02 18.96
Urban 17.87 19.20 17.52 18.68
Income accruing (per cent) to top 5 per cent households

Bangladesh 18.30 21.36 20.51 18.85
Rural 18.14 21.36 19.81 17.80
Urban 16.93 18.04 20.02 19.42

Gini ratio
Bangladesh 0.36 0.37 0.38 0.39
Rural 0.35 0.36 0.37 0.36
Urban 0.37 0.37 0.38 0.40

Source : BBS, 1993

8.44 Unequal distribution of productive assets: Since land constitutes the main
component of the physical capital of the economy, particularly in the rural areas, and is one of
the major determinants of rural income, unequal ownership of, and access to land is of
particular relevance to analysing rural poverty. Available data (BBS) indicate the presence of
considerable inequality in the distribution of rural land ownership. In 1983/84 according to
the Agricultural Census, 79.88 per cent of the rural households were in the group of small
farms (0.05 - 2.49 acres of land), 16.27 per cent in the medium group (2.5 - 7.49 acres) and
3.85 per cent in the large group (7.5 + acres). In 1991/92 according to HES (BBS) the figures
for these groups were 66.64 per cent, 12.66 per cent and 3.13 per cent respectively. These
show some improvement in land ownership distribution. About access to land which is
defined in terms of operating size of farms, in 1983/84, 70.34 per cent of the total farm
households were in the small farm group covering 28.98 per cent of the total farm area; 24.72
per cent, in the medium farm group covering 45.09 per cent of the total farm area; and 4.94
per cent, in the large farm group with 25.93 per cent of the total farm area. Thus while less
than one-third of the farm households (medium and large farms) operated more than two-
thirds of the farm area, more than two-thirds of the farm households (small farms) operated
less than one-third of the total farm area. But access to land through tenancy arrangement was
very limited in 1983/84. Only 8.26 per cent of operating farm households were accounted by
households who owned no land, but most of them operated very small farms. About 86.24 per
cent of them operated less than half an acre and 91.7 per cent less than one acre. Though land
is the most valuable physical capital for the rural economy, non-land resources like
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technologies, skills and credit are gaining importance. But the poor have limited access to
these for lack of education.

8.4.5 Unemployment and under-employment: Unemployment and under-employment are
essentially at the root of poverty. The unemployment and under-employment situation is
presented in Tables 8.2 and 8.3.

Table 8.2
Unemployed Population Aged 10 Years and Over
Locality Both Sex Male Female
No. of Unemployment No. of Unemployment No. of lUnemployment]
unemployed* rate unemployed rate unemployed rate
[population (‘000) population population
(‘000) (000)

Bangladesh 1417 2.5 931 2.7 486 2.3
Urban 455 4.5 324 4.4 131 4.6
Rural 962 2.1 607 2.2 355 1.9

Source : BBS, Labour Force Survey (LFS) 1995/96

*A person of age 10 years and over is considered as unemployed if he/ she did not work at all during the
preceding week of survey and was actively looking for work or was available for work but did not work due to
temporary illness or because there was no work available.

Table 8.3
Under-employed Population Aged 10 Years and Over
(million)
Category Bangladesh Urban Rural
Both Male | Female | Both | Male |Female| Both | Male | Female
Sex Sex Sex

Employed persons* 545 337 20.8| 9.7 7.0 27| 44.8| 26.7 18.1
Employed persons (<35 hrs/week) 18.9 4.2 14.7 1.9 0.7 12| 17.0 35 13.5
Under-employment rate** 346 124 70.7| 19.6| 10.0| 444 379| 13.1 74.6

Source : BBS, Labour Force Survey (LFS) 1995/96

* Employed person is a person who was either working one or more hours for pay or profit or working without
pay in a family farm or enterprise or organisation during the reference period or found not working but had a
job or business from which he/she was temporarily absent during the reference period.

** Those who worked less than 35 hours per week as percentage of the total number of employed population.

8.4.6 The total civilian labour force (10 years and over) in Bangladesh was 56 million in
1995/96 (male 34.7 million, female 21.3 million; rural 45.8 million, urban 10.2 million).
Considering the size of the labour force, the number of unemployed population vis-a-vis
unemployment rate may not appear significant. What is significant is that more than one-third
of the employed persons both at the national and rural levels are under-employed. It is also
highly significant that under-employment is much higher in the female population than that
in the male population at both the national and rural levels.

8.4.7 Unemployment among the educated youth is one of the major problems in Bangladesh.
The educated labour force in 1995/96 was 24.7 million and educated unemployment rate
about 4.4 per cent (LFS, 1995/96).

8.4.8 Besides unemployment and under-employment, an understanding about the employment
and wage situation is necessary for formulation of a strategy for improving the situation of the
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poor. Employment opportunities constitute a major factor in determining income-status of a
household. Average days of employment per household may be similar across income groups
though they vary in terms of type of employment. It was noticed in a BIDS report that wage
employment accounts for only 26 per cent of total employed days among the non-poor
whereas for the extreme and moderate poor group it stands at 59 and 44 per cent respectively.
Self-employment accounts for the remainder.

8.4.9 Positive changes in income status increase economic opportunities. A BIDS report of
1996 indicated that employment increased by 36 per cent for the non-poor relative to 27 per
cent for the extreme poor and only 22 per cent for the moderate poor. The poor still work a
lesser number of days in self-employment than the non-poor and wage rate of the non-poor is
higher than that of the poor. The extremely poor households increased their share of self-
employment over time which should have meant an improvement of their situation. But
indirect evidence suggests that the shift may have been to low productivity jobs because of
lack of access to capital, technology, credit and capacity to invest in education. It caused
substantial erosion of earning for many extremely poor persons over the early nineties.
Productivity increases as well as better employment prospects are necessary for improving the
situation of the poor.

8.4.10 High rate of population growth: The size of the population would not have been a
major concern if sufficient development were achieved to improve the quality of life. But the
slow growth of the economy in the past coupled with relatively high rate of population growth
and high dependency ratio of population exerted a direct and negative pressure on
development and poverty alleviation. The latest census (1991) shows an annual population
growth of about 2.17 per cent (1981-91) which is an improvement on the annual growth of
about 2.35 per cent during 1974-81. Although the current growth rate is below 2 per cent, it
is still high as there is a lack of complementary resources with which the growing labour
force can be productively utilised. The success in controlling population growth in recent
years will have little impact on the growth of labour force in the short and medium run as the
new entrants into the labour force during the next five years are already born.

8.4.11 Low level of human resources development: It is now recognised that human
resources development through education, better health and family welfare makes important
contribution to poverty alleviation. Even with low calorie intake, the provision of these
services and facilities can make the poor better-off and facilitate their graduation from
poverty.

8.4.12 Education is considered as the best investment in human resources development. Low
income countries get high rates of returns by investing in education. Female education, family
planning and welfare services contribute to decline in infant and maternal mortality and
improve maternal and child health by allowing spacing of births. Better sanitation and access
to clean water reduce infection, boost nutritional status and contribute to better health. A
healthier population can be more productive and generative of higher income which can lead
to improvement in the quality of life of the people.

8.4.13 As a result of increasing emphasis on human resources development and increased
allocation in recent years some improvements in human resources development have been
achieved as can be seen in Table 8.4.
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Table 8.4
Improvements in Human Resources Development
Indicator Year

1991* 1995

1 2 3

Total fertility rate per woman 4.3 34
Crude birth rate per thousand population 32 27.5
Crude death rate per thousand population 13 9
Infant mortality rate per thousand live births 92 78
Maternal mortality rate per thousand live births 4.7 4.5
Contraceptive prevalence rate (%) 40 48
Life expectancy at birth (National) 56.1 58
Access to safe drinking water (% of population) 80 96
Population per hospital bed 3205 3453
Population per physician 4526 4870
Access to sanitary system of latrines (% of population) 9 353
Adult literacy rate (National) 35.3 47.3
Gross primary enrolment ratio (6-10 years, National) 76 92

*BBS

8.4.14 There still remains a great necessity for substantial improvements in various aspects
of social’/human resources development which will provide substantial economic benefits
over the long term by improving labour productivity and accelerating the adoption of
improved technologies. Achieving these objectives, however, requires a long term
commitment to allocate more funds to human resources development programmes to make
them sustainable.

8.4.15 Natural disasters: Natural disasters like floods, cyclones and droughts aggravate
poverty in two ways : through destruction of food stocks and whatever meagre assets the
households on the margin of poverty have and by making employment opportunities scarce.
While natural disasters of a moderate proportion in limited areas tend to cause or aggravate
impoverishment, disasters of severe magnitude covering larger areas may cause famine.
Furthermore, diseases, injuries and afflictions immediately after disasters drastically reduce
the capacity of the poor to cope with adverse circumstances. The frequency and magnitude of
natural disasters in Bangladesh have been more unfavourable to the economically
disadvantaged than to others. In the absence of safeguards against these sudden shocks, rural
households above the threshold poverty line are prone to be pulled down and those who are
already below it experience further slippage. Cyclone in Bangladesh is almost a regular
feature. The entire coastal belt as well as inland areas experienced cyclones, which often
produced surges or high tidal waves causing severe loss of lives, standing crops and other
properties.

8.4.16 Access to public services: One of the major reasons of poverty is limited access to
public services. There are a number of government agencies for service delivery at various
tiers of administration and local governments (divisions, districts, thanas and unions). The
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public service delivery system suffers from inadequate allocation and supplies, lack of
accountability, lack of motivation on the part of the service providers, on the one hand and
from the absence of effective "clientele" organisations on the other. As a result the public
service delivery structure has remained largely ineffective and inefficient. The World Bank
Study on Poverty and Public Expenditure shows that benefit of expenditures in social sectors
largely accrue to the poor people but since the level of expenditure is not high, benefit is
limited. The recent trend for higher allocation for health and education will definitely help the
poor. Access to public services can increase on a sustained basis through properly functioning
representative government. The basis for this was laid through setting up the democratically
elected government in June 1996.

8.5 Past Efforts

8.5.1 The problem of acute poverty caught the attention of successive governments and
programmes were chalked out to tackle the problems. The scheme for intervention in the
First Five Year Plan envisaged both production and institutional programmes for
development with special focus on rural development and equitable distribution of benefits of
development. It visualised a need for restructuring institutions to meet the problems of
organising the rural people, utilisation of resources and development of local planning
system. The Second Five Year Plan aimed to reduce poverty through participation of the rural
poor within an expanded programme for development. However, certain major constraints
impeded the institutional development in this respect. The Third Five Year Plan also aimed at
reducing poverty by ensuring better access of the rural poor to the means of production
through providing facilities in such areas as development of agriculture, basic physical
infrastructure, employment and production programme for the rural poor at the micro-level
and social service needs. All these programmes met with limited successes. The Fourth Five
Year Plan intended to pursue an employment oriented growth policy to promote employment
opportunities for the rural poor in both farm and non-farm sectors of the economy. Human
resources development was also given high priority during the Fourth Plan .

8.5.2 In order to overcome crises and to get sustained long term growth Bangladesh started
implementing wide ranging reforms under Structural Adjustment (SA) package since 1980s.
But alongwith promotion of flexibility and efficiency Bangladesh needs to take care of the
initial adverse impact of the structural adjustment policy on the poor. Higher levels of
investment in macro-economic growth process affected the disadvantaged group as there is a
trade-off between faster growth and distribution.The government started promoting targeted
income and employment generating programmes as a 'development safety net' for the poor
who survived below market level and are left out of market-based production and distribution
processes.

8.5.3 Annual Development Programmes (ADP) used to finance a good number of projects
in agriculture, rural development and social sectors to alleviate poverty. Bangladesh Rural
Development Board (BRDB) is the most prominent and potential government organisation in
respect of poverty alleviation. BRDB operates micro-credit funds for poverty alleviation.
Upto March, 1997 BRDB enrolled 1.553 million poor and disbursed Tk.6,643.7 million as
credit under the poverty alleviation programme for production and employment for the rural
poor.

8.5.4 Palli Karma Shahayak Foundation (PKSF) was set up by the government in 1990 and
its revolving credit fund created through ADP allocation and grant from Revenue Budget
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provides income generating employment opportunities, particularly for the rural poor women.
PKSF disbursed total loan amounting to Tk. 1099.59 million covering 9229 villages in 51
districts of the country upto June 1996. Besides these, wide ranging packages funded from
ADP include credit programmes, training, counselling, infrastructure development, health
services, etc. Also specific programmes on rural poverty and urban poverty have been taken
up in ADPs.

8.5.5 Safety Net Programme of Food for Works (FFW) provides employment to the rural

poor during lean periods through construction of rural infrastructure. Six thousands FFW
schemes generating employment of over 70 million man days were implemented since late
seventies. More recently, a Food for Education Programme was launched with the aim to
encourage the distressed families to keep their wards in primary schools. Vulnerable Group
Development Programme (VGDP) which is predominantly a relief operation was also
introduced. This programme is designed to reach over 85,000 beneficiaries exclusively
headed by destitute females. In recent times this programme for destitute women is trying to
move from its role of relief provider to a larger development role like providing agriculture
and health care training to women beneficiaries. However, the volume of foodgrains
channelled through FFW and VGD declined in absolute terms from 716 to 640 thousand tons
during the period between 1991/92 and 1995/96. This had a negative impact on the extreme
poor. Another important poverty alleviation project named Rural Maintenance Programme
(RMP) is being implemented through the monetisation of Canadian food aid since 1983.
RMP (phase-III) is now being implemented by LGED, Ministry of Local Government, in
collaboration with CARE. Under this programme approximately 82,000 kms. of rural earthen
roads will receive year round routine maintenance in 4,100 unions and provide employment
to approximately 41,000 destitute women.

8.5.6 Besides government programmes, a large number of NGOs are also engaged in
activities for socio-economic upliftment of the rural poor. Some of these NGOs, in terms of
both beneficiary coverage as well as investment, have the ability to reach the poor and address
the issues of poverty alleviation effectively. Among the NGOs major ones are BRAC,
PROSHIKA, ASA, GSS, RDRS, etc. A number of commercial banks (Sonali Bank, Janata
Bank, Agrani Bank, Bangladesh Krishi Bank, Rajshahi Krishi Unnayan Bank) have also
participated in poverty alleviation programmes through providing micro-credit to the landless
and small farmers. Grameen Bank has so far disbursed Tk.72.45 billion (as in Feb. 1997)
inclusive of general and collective loan of Tk. 66.87 billion and housing loan of Tk.5.58
billion. As in March 1997, total number of beneficiaries of Grameen Bank figured at over 2
million people.

8.6 SAARC and Poverty Alleviation in Bangladesh

8.6.1 The Dhaka Declaration for Poverty Eradication under the Seventh SAARC Summit
Meeting of the Heads of State/Government of SAARC countries held in April, 1993,
stipulated that each SAARC country would prepare a pro-poor plan and an action programme
for implementing it for eradicating hard-core poverty by the year 2002 A.D.

8.6.2 In the light of Dhaka Declaration (1993), a Task Force for Preparation of a National
Pro-poor Plan and Action Programme was set up by the Government of Bangladesh.

8.6.3 The Task Force started its work with the following directions embodied in the Dhaka
Declaration :
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a. Each SAARC Country should produce a national poverty eradication plan to eradicate
poverty in the country, preferably by the year 2002.
b. The main agenda of action under the national poverty eradication are :
i.  the strategy of social mobilisation involving the organisation of the poor and
their empowerment through appropriate national support mechanism;
ii. a policy of decentralised agricultural development and sharply focused
household level food security for meeting the basic nutritional needs;
iii. a policy of decentralised small scale labour intensive industrialisation with the
choice of efficient and cost-effective technology; and
iv. a policy of human development directed towards the enhancement of social
role and status of the poor women, protection of children, provision of
universal primary education and primary health care and shelter for the poor.
c. The above endeavours are to be supported by adequate financial resources.
d. Finally, the national pro-poor plan has to be harmonised with the open economy and
structural adjustment strategies.

8.6.4 The Task Force held a series of meetings and critically examined a number of poverty
alleviation activities and found that there are at present 36 projects under different
Ministries/Agencies specifically for poverty alleviation and human development which can
reach the poor, particularly the hard-core poor.

8.6.5 The pro-poor development effort was re-inforced subsequently by the
recommendations of the Eighth SAARC Summit Meeting at New Delhi in May 1996. The
Delhi Declaration provided opportunity to link the efforts for poverty eradication through
social mobilisation with the experiences of different SAARC countries. Bangladesh
responded positively to the challenge of organising the poor through a process of social
mobilisation as the poor were accepted to be efficient and creative. In this process it accepted
private organisations as desirable partners in such efforts that bring creativity of the poor in
the mainstream of development planning.

8.7 Social Summit

8.7.1 Poverty alleviation was also the main issue of the Social Summit held in Copenhagen
in March, 1995. As a follow-up to the Summit, the Government of Bangladesh established a
37 member national committee to provide leadership in the formulation and implementation
of the National Programme of Action aiming at fulfilling government's commitment towards
the Declaration of the Summit within the framework of the country's next Five Year Plan
(1997-2002). The committee chaired by the Secretary, Planning Division, has drawn
representatives from all sectors of society including representatives from relevant ministries,
departments, directorates, NGOs, research organisations, women organisations and
Federation of Bangladesh Chambers of Commerce and Industry. This committee has been
charged with the responsibilities to formulate a co-ordinated National Programme of Action
in line with the Copenhagen Declaration and to monitor the implementation thereof.

8.8 Micro-credit Summit

8.8.1 In the World Micro-credit Summit held in Washington during February 1997 micro
lending was endorsed as the right answer to the problem of rural poverty. The micro-credit
campaign has succeeded in focusing world attention to the fact that the scale of poverty in the
developing world is so deep and widespread that nothing short of a "missionary approach" can
alleviate it. While this has also created world-wide awareness about the importance of
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institutional lending to the poor for creating self-employment opportunities, the financial
resources required to fund the micro-credit programmes on a large-scale need to be raised
through joint efforts at both the national and international levels. Bangladesh has conceived
the idea of micro-credit as an efficacious instrument of poverty alleviation and has
successfully implemented the scheme through Grameen Bank, BRAC, PROSHIKA and a
number of other NGOs and government organisations recognising that the poor are not
liabilities but assets; they can save and contribute creatively even with their low income
when organised. Grameen Bank concept developed in Bangladesh has been replicated in as
many as 45 countries including the United States. The commitment announced in the micro-
credit summit for international co-operation in this field can make significant contribution to
further strengthening and sustaining the ongoing programmes of Bangladesh by augmenting
the required credit fund.

8.9 Pro-Poor Plan for Alleviation of Rural Poverty

8.9.1 Objectives: The factors that facilitate poverty alleviation are by this time widely
known. At the same time the efficacy of various institutional frameworks, their limitations
and the extent of complementarity are also becoming common knowledge. The aim of a pro-
poor plan is to improve the economic conditions of the poor and human resources
development. Given the magnitude of the problem the pro-poor plan envisages that the pace
of poverty eradication will accelerate and there will be significant reduction in poverty
during the Plan period. The objectives of the pro-poor plan will be to:

a. develop democratically elected local government bodies with appropriate
representation of women;

b. develop human resources with adequate provisions to expand and strengthen
education, health, population planning and family welfare facilities, measures and
services;

c. link the rural poor with basic social services/institutions in the fields of education,
health, population planning, family welfare, drinking water supply, sanitation, etc.;

d. increase gainful income generating activities and employment opportunities on a
sustained basis for the rural poor;

e. strengthen small scale and informal sector production;

f.  promote social mobilisation defined in terms of building organisations of the poor at
grass-root level to enable them identify their problems themselves, make their own
development decisions, particularly in areas which concern them most, and articulate
these with the relevant government agencies for necessary economic, technical,
administrative, financial and other supports in form of projects;

g. improve technology and skill as significant elements of human resources development
for productive activities of the rural poor;

h. upgrade technical skills to enable workers to adapt to rapidly changing international
conditions;

i. provide the rural poor with better access to resources, especially to micro-credit
which is critically important and has high poverty reduction potentials;

j-  raise savings/capital formation by the poor to a greater volume so as to stimulate and
enhance growth from the bottom;

k. give particular attention to the development of hard-core rural poor and poverty-
depressed rural areas ;
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1. promote participation and development of the poor and disadvantaged women and
female- headed households alongwith males;

m. empower the poor through affirmative activities and participation in the local
government institutions;

n. maximise impact of the pro-poor plan through an efficient delivery system minimising
administrative and organisational expenditure; and

0. review policies and regulations that affect the poor and reform the same, if necessary,
based on the review.

8.10 An Indicative Strategy for Poverty Alleviation During Fifth Plan

8.10.1 Growing reliance on the market in resource allocation is the main characteristic of the
Fifth Plan. The Plan, however, recognises that because of market failures there is a need for
government intervention in the area of poverty alleviation.

8.10.2 Human resources development: In the Fifth Plan period allocation to social sectors
will be adequately increased, while maintaining the necessary financial and fiscal discipline.
Programme coverage will be increased through expansion of existing successful projects and
launching new projects in education, health, family planning, family welfare, social services,
women development, youth development, drinking water supply, sanitation, etc. Measures
will be taken to improve the quality of services in these sectors so that additional expenditure
will be utilised in a cost-effective manner. Alongwith general education, there will be
emphasis on technical education and skill training to produce a greater number of skilled
workers. Export oriented industries such as electronics, garments, dolls, computer data entry,
etc. will be set up in rural areas to provide large scale employment opportunities.

8.10.3 Economic development of the poor: The basic element in the programme towards
poverty alleviation is creation of employment opportunities. One of the major objectives of
the Fifth Plan will be generation of substantial gainful employment opportunities with
increase in productivity through an optimal choice of traditional labour intensive and new
generation technologies. The Fifth Five Year Plan envisages to increase total employment
from about 50 million persons in 1996/97 to 56.3 million persons. The employment
projection of the Fifth Five Year Plan is given in Table 8.5.

Table 8.5
Employment Projection for Fifth Plan
(thousand persons)

Sector 1996/97 2001/2002
Agriculture 31,500 33,382
Industry 3,700 5,847
Power, Gas, Natural Resources 105 215
Physical Planning, Housing and Construction 1,034 1,196
Transport & Communication 2,238 2,626
Trade & Other Services 11,423 13,079
Total 50,000 56,345

8.10.4 The pro-poor plan will create self-employment opportunity for the rural poor, mainly
through targeted production and employment programmes and increase in wage employment
opportunities through rural infrastructure building and maintenance.
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8.10.5 In the Fifth Plan rural development has been accorded priority (more than 10 per cent
of the total public sector outlay) for reduction of rural poverty. The major objectives of the
production and employment programme for the rural poor will be (a) increase in production
in both farm and non-farm sectors; (b) generation of self-employment opportunities;
(c) increase in income through productive income-generating activities; and (d) human
resources development, mainly through training.

8.10.6 The production and employment programme will be developed as a package
consisting of (a) organisation/social mobilisation of the targeted poor into formal and/or
informal groups; (b) dissemination of technology and training; (c) micro-credit for income-
generating activities; (d) capital formation through shares/savings; and (e) market information
and promotional activities.

8.10.7 The assetless/landless and functionally landless, owning not more than 0.5 acre of
land and small farmers owning land upto 1.5 acres will be the target groups under the
production and employment programme. Both men and women will be covered at an
approximately equal ratio. Besides them, the non-poor who are marginally above the poverty
line with the risk of sliding down the line as a result of any sudden economic pressure will
also be included in the production and employment programme for enhancement of their
economic conditions.

8.10.8 The major focus of poverty alleviation programme in the urban areas will be as
follows: (a) education, as studies show that it has a positive impact on income generation,
particularly in the case of non-slum households; in the case of permanent migrants, skill
training will be a major means of income generation; (b) access of the urban poor to non- land
assets will be improved through targeted public/NGO programmes as well as through
generation of self-employment opportunities; and (c) improvement of living conditions in the
slums by providing facilities for pure drinking water, electricity, gas, etc.

8.10.9 During the Fourth Plan the average GDP growth rate was 4.1 per cent. This was too
low a growth to lift the population, particularly the poor, to a higher level of living. A higher
growth has, therefore, been targeted for the Fifth Five Year Plan. To achieve the target there
is a necessity to make the growth process broad-based. In view of this, more resources will be
diverted to the poor. The past experiences in Bangladesh have established that the poor are
efficient and relative to their income they have a higher rate of savings; if they are organised
into functional groups and are given financial supports through simplified procedures, they
will generate a dynamic process of capital accumulation ( e.g. Grameen Bank’s experience).
The diversion of more resources to the poor will facilitate their active participation as agents
of growth.

8.10.10 Existing successful targeted poverty alleviation programmes/projects will be
continued and expanded. Coverage will be quantitative as well as qualitative. At the same
time in the expanded phases care will be taken for corrective measures in their institutional
arrangements, if warranted, for more effective implementation.

8.10.11 Among major programmes, safety net programme of FFW will need to be reformed.
Besides, its focus on lean season survey results show that economically poor areas still do
not get preferential access to these programmes. Such programmes will need to be adjusted to
make their operation sensitive to special needs of the poor areas.
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8.10.12 Evidences suggest that safety net programmes do not reach the poor during period of
most acute need i.e. September-October period which is the wet post-monsoon season. The
current portfolio of FFW projects will need to be changed in favour of a mix that allows
greater flexibility in selecting projects during this season. A shift towards maintenance project
and environment protection are feasible options. It may also be useful to move from
providing Food for Works to Cash for Work, to provide greater flexibility over both the
choice of projects and commodities for consumption .

8.10.13 In addition to the successful existing projects, new targeted pro-poor production and
employment projects based on social mobilisation will be taken up. The new projects will
pay particular attention to the hard-core poor. The new projects will aim at poverty reduction
of the rural poor by sustained increase in productive employment, particularly self-
employment opportunities in nutrition-oriented activities like animal husbandry, fisheries,
poultry, horticulture and in various non-farm activities having potentials of better economic
returns.

8.10.14 The pro-poor projects will create linkages/accessibility for the target group members
with various social and economic facilities and services locally available under various nation
building agencies.

8.10.15 Local resources such as government khas land, jal mahals and khas ponds, land by
the side of embankments, railways and roads, deforested areas/land, etc. will be made
accessible to the poor for productive purposes/activities by them on long term lease through
adequate institutional means decided upon by the government in consultation with the
relevant stakeholders.

8.10.16 Some new pro-poor projects will specially address the poverty of vulnerable groups
with additional allocation of resources, with particular reference to: (a) nutrition supplement
for malnourished children and women in distressed areas, (b) development of areas which are
prone to flood , drought and salinity experiencing seasonal or periodical food scarcity, (c)
credit, housing, schooling, health and sanitation for people in the distressed areas, including
the urban slums, and (d) provision of old age allowance.

8.10.17 Some of the new projects will have to address the issue of risk insurance (with
respect to natural disaster, health hazard, etc). Aggregate burden of various risk events has
been estimated as 16 per cent of household income. For the extreme poor it is as high as 27
per cent. For minimising risk, effective risk pooling, risk sharing institutions (including
market institutions) will be developed. In the case of health related risk key responsibility lies
with public health intervention.

8.10.18 Adequate funds for the pro-poor production and employment programmes/ projects
will be channelled from the government, donors and other sources, e.g., the commercial
banks. The bulk of the funds will be given to the poor as micro-credit to enable them take up
productive income generating activities in both farm and non-farm micro enterprises.

8.10.19 Generating savings by the group members will be stressed in the pro-poor production
and employment projects. The savings deposit will be channelled into the investment
stream/fund for income generating activities of the respective groups when they decide to do
so. This will gradually reduce their dependence on institutional credit.
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8.10.20 Over time a wide range of technologies with different applications have reached
Bangladesh; their dissemination however has been poor. Arrangement will be made for
dissemination of available technologies with necessary training.

8.10.21 As the poor are efficient in most cases, it is unlikely that any major conflict between
the structural adjustment programme and the social mobilisation movement will take place
provided that the market is sufficiently responsive and friendly to the poor. This however, is
not the case at present. The production and employment programmes/projects will therefore
put adequate thrust on promotion of better accessibility of the poor to market and fair prices
for their products. Market promotion cells will be constituted in relevant agencies. The
activities of these cells will include, among others, publicity through mass-media for
popularising the products of the poor, establishment of display and sales centres in important
places, motivation of the businessmen through chambers of commerce and industry and
various organisations of the business community to promote and purchase the products of the
poor and liase with the Export Promotion Bureau to create foreign markets for the quality
products of the poor. The products of the poor and the self- employed may carry a seal of
pride and honesty.

8.10.22 The basic elements of the sustainability of pro-poor projects will be self-reliant
groups. The project activities will continue over a sufficient length of time to permit the
groups/beneficiaries to successfully graduate from the poverty level. On graduation, the
groups/beneficiaries may remain linked to the agencies sponsoring the projects for minimum
support, if required, but the bulk of the credit support to them will be ensured through
linkages with institutional sources of credit like the commercial banks, the PKSF and the self-
generated fund, if any, created in the project.

8.10.23 Under the production and employment programme each project must cover an area,
compact but as large as is necessary to ensure the economy of scale.

8.10.24 The NGOs will continue to expand their pro-poor and rural development projects.
An effective government and NGO collaboration will be necessary. The fields in which such
collaboration is feasible will be determined by mutual consultations.

8.10.25 Gainful wage employment for the rural poor will be generated through rural
infrastructure development and maintenance programmes of the government and local bodies.
They will be implemented with financial resources and food-aid. The infrastructure
development work will comprise construction of rural roads, embankments, bridges, culverts,
development of growth centres and markets, re-excavation of ponds and canals, repair and
maintenance of roads, construction of community buildings and cyclone shelters, etc. These
projects will be implemented through involvement of the landless groups or individuals
including women as workers. Labour-intensive construction methods will be followed. These
schemes will include awareness-raising and skill development training. The local government
bodies will implement the infrastructure development and maintenance projects with
technical and financial support from the central government.

8.10.26 From the view point of productivity enhancement as well as poverty alleviation,
establishment of the right of the sharecroppers and fixation of minimum wages of agricultural
labour are important issues that still await a determined action of the government. The Land
Reforms Ordinance, 1984 provides, among others, the right of the sharecroppers (Bargadars)
and the Agricultural Labour (Minimum Wages) Ordinance, 1984 calls for immediate action
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as insecurity over occupancy and tenancy rights and exploitation of labour by the landed
gentry in respect of wages to the labour not only adversely affect the poor tenants but they are
also inimical to efficient use of land. The Land Reform Ordinance, 1984 provides that every
land owner who intends to give land to another for cultivation will have to execute a 'barga
contract' for 5 years during which the bargadar or his able heir will have continuous and
undisturbed possession on the land. The produce or crop will be divided into 3 shares--one
third will go to the land owner, one-third to the bargadar for his labour and one-third to the
owner or the bargadar or to both in proportion to the cost of cultivation borne by them. The
bargadar will have a prior right to purchase land under barga cultivation provided that he will
negotiate the price of land with the owner and purchase the land on such terms as may be
agreed upon between them. A ceiling of 15 bighas has been provided for barga cultivation by
a single bargadar. The above ordinance also (a) prohibits acquisition of new agricultural land
by an owner or his family over sixty standard bighas by transfer, inheritance, gift or any other
means, (b) prohibits benami transactions of immovable property, (c) prohibits eviction from
homestead land in the rural areas, and (d) gives preferences to landless farmers and labourers
in settling khas land fit for use as homestead in the rural areas. The Agricultural Labour
(Minimum Wages) Ordinance provides that the minimum daily wage of agricultural labour
should be 3.27 kg of rice or its equivalent market price. It should be stated here that
alongwith implementation action the above ordinances/laws will be reviewed by the
government to see if they can be made more friendly to the poor in the light of the efforts for
poverty alleviation.

8.10.27 The land record and revenue system in Bangladesh is vast and complex with over 30
million land holdings which must be mapped, recorded, verified and updated. The
conventional system prevailing in the country is not adequate for the task. Litigations and
violences due to back-dated and erroneous records of rights, holding demarcations, etc. are of
great social concerns. For poverty alleviation the most important implication of land record is
that due to erroneous/bad records the legal right of the poor is not always protected. This is
one of the reasons for dispossession of a poor farmer from his land. Modernisation of land
administration and management system for an efficient and responsive land surveying,
documentation and recording system will provide a rapid and transparent land administration
service. Towards this end, measures will be taken to (a) modernise the printing system for
printing and updating Mouza maps and Khatians by using computer technology, (b) introduce
modern equipment in land survey for maximum precision/accuracy in survey output, (c)
modernise record maintenance system by using modern technology like micro
filming/computer recording which will create quick access of the people to land records and
prevent tempering with records, and (d) develop human resources for technical and other
services for land administration and management. These measures will be first taken at the
central level and will gradually be followed up with a comprehensive modernisation
programme covering different land administration units in the country.

8.11 Institutional Development at Local Level for Implementation of Pro-Poor
Projects

8.11.1 The new production and employment projects will be based on social mobilisation of
the poor for implementation. Under the social mobilisation strategy the poor at the grass-roots
will be enabled to organise themselves, identify their own problems, make their own
development decisions particularly in areas which concern them most. This process will be
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helped by government functionaries, NGO’s, other community organisations, people’s
representatives, local leaders and local government bodies.

8.11.2 Over years the co-operatives have lost attraction due to complexities and rigidities of
hard laws and by-laws, rules and regulations, mismanagement, and by-passing of the interest
of the poor. On the other hand, small informal group approach has proved successful under
NGO programmes. Therefore, presently preferences of the poor as well as the planners and
administrators are in favour of mobilising the poor in small informal groups rather than in
formal co-operatives. In conformity with the recent experience the new production and
employment projects will put emphasis on social mobilisation of the poor in small informal
groups. However, considering that the institution of co-operatives can also be important for
implementing poverty alleviation projects, the government in collaboration with the
representatives of the co-operatives will review the co-operatives laws, by-laws, rules,
regulations, management system/structure, etc. for necessary modifications/changes to make
the institution fully pro-poor oriented and suitable for taking up poverty alleviation projects.

8.11.3 The groups will go through a process of social development including conscientisation,
development of group cohesion and solidarity, group discipline and leadership, and group
capability to interface with the development agencies. Training, credit and other support
services will follow group development. The project personnel will serve as social animators
or facilitators for social development of the groups and they will help the target groups to take
up income-generating activities. This process of social mobilisation will be an integral part of
the government’s efforts to institute local level participatory planning. It will also link the
micro policies with macro policies arising from the need for short term stabilisation and the
long term movement to a higher growth path.

8.11.4 Local government bodies in rural areas will be involved in different stages of the pro-
poor projects as facilitators and will be integral parts of local level participatory planning
structure. Their roles in this respect will be decided upon by the government when the new
local government system is instituted.

8.12 Basic Support/Services Required by a Poor Person

8.12.1 A poor citizen of Bangladesh requires some basic support/services for satisfaction of
certain essential needs in different cycles of his/her life for poverty alleviation. In broad and
generalised terms these are presented in the following list:

Essential needs in different
cycles of life Basic support/services required
Ante-natal cycle

Ante-natal medical care, -- Ante-natal health education and medical care for the
nutrition. mother at her residence through periodical visits by
trained medical personnel
-- Ante-natal health education through mass-media
-- Ante-natal health education and medical care for the
mother at local level medical institutions
-- Ante-natal medical care at higher level medical
institutions, when necessary



Natal cycle

Safe delivery, immediate post
delivery care for the mother
and her baby, registration of
birth and death.

Infancy cycle

Medical care (including
immunisation/vaccination),
nutrition, safe drinking water.

Childhood

Health and medical care,
nutrition, clothing, safe
drinking water, schooling,
recreation.
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Nutrition awareness-raising

Education on nutrition, specially on low cost food
nutrition, preservation of food value and quantum of
intake for the well-being of mother as well as the
expected baby

Trained birth attendants

Local level medical institutions

Higher level medical institutions

Supply of medicines from the above institutional sources

Baby health education and health care at the
community/local level through trained personnel and
mass-media

Local level medical institutions

Higher level medical institutions

Immunisation and vaccination

Supply of medicines from institutional sources

Nutrition awareness-raising

Education on nutrition, specially on breast feed-milk and
other low cost food nutrition, preservation of food value,
quantum of necessary intake and water purification
Tube-wells at the neighbourhood/ community level for
safe drinking water

Trained health workers

Health education

Local level medical institutions

Higher level medical institutions

Supply of medicines from the institutional sources
Immunisation and vaccination

Nutrition awareness-raising

Education on nutrition, specially on breast feed-milk and
other low cost food nutrition, preservation of food value,
quantum of necessary intake and water purification
Installation of tube-wells at the neighbourhood
/community level for safe drinking water

Primary school at the village level

Secondary schools

Playground, parks etc. provided by the community
Orphanages



Adulthood

Education, employment,
housing, food security,
clothing, transport and
communication, health
services, family planning and
Sfamily welfare, safe drinking
water, community facilities,
social security, relief and
rehabilitation (after severe
natural calamities), local
government institutions.
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High schools

Colleges and universities (for those who would pursue
higher education)

Technical and vocational educational institutions
Non-formal education

Free studentships, compensation for lost working hours
in the cases of family unpaid labour, subsidies, stipends,
scholarships, free books, free school dresses, etc.

Long term lease of government khas land and ponds, jal-
mahal, road side land, etc.

Creation of employment opportunities for self-
employment and wage-employment both in the farm and
non-farm sectors

Motivation and organisation into groups (social
mobilisation)

Legal provision for minimum wage

Extension services for improved methods of production.
Supply of different production input and equipment etc.
at fair prices

Training for skill/human resources development
Micro-credit for productive income-generating activities
Grant of government khas land (in small pieces) for
house building purposes to the rootless/assetless
Consumption and house-building loan alongwith micro-
credit for productive activities

Development of appropriate technology and diffusion
Product marketing facilities both domestic and
international

Product development for better return

Foodstuff price support

Regular flow of foodstuff in the market at fair prices
Effective enforcement of law against artificially created
scarcity of foodstuff

Food support during the lean agricultural season
Procurement of foodstuffs at fair prices during the peak
season

Development of roads and navigable water ways
Development of rural transport

Health and family planning education and supply of
contraceptives



165

-- Hospitals, qualified physicians and nurses and other
trained medical personnel

--  Tube-wells for safe drinking water

--  Knowledge on water purification

--  Hygienic/sanitary latrines

--  Community centres with facilities like library,
newspaper, TV, radio, indoor games, etc., playgrounds,
clubs, places of worship, graveyard, etc.

-- Legal protection against maltreatment of women and
unjustified divorce

--  Priority to the female headed households for economic
and other support relating employment

--  Centres for economic activities and social interaction for
the physically and mentally disabled/handicapped

--  Police to control anti-social activities and maintain
normal law and order situation

-- Disaster preparedness, safe shelter, relief and
rehabilitation

--  Local government bodies to render support/ services (to
the poor) in respect of social mobilisation, micro-
credit distribution and realisation, community
participation, creation of adequate access to the locally
available medical care, economic and social institutions,
distribution and management of khas land/jalmahals/
road side land, regular supply of food stuff in the local
market, control of anti-social activities and
maintenance of peace

--  Co-ordination among village-union-thana-district level
pro-poor plans and programmes, co-ordination between
government and non-government/private sector pro-
poor plans and programmes

Old Age

Light economic / income --  Centres for old people with facilities for light
generating activities, income economic/income  generating activities, geriatrics
subvention, geriatrics care medical and social welfare services, income subvention
and services. for the poor and the aged.

8.12.2 This list is indicative of various fields of programmes and actions needed to help the
poor. For alleviation of poverty and blooming out of the poor programmes and actions in all
these fields will have to be co-ordinated and cohesed. For the needed social planning and
engineering stipulated in the Fifth Plan period, this will remain a challenge as this will be an
area of opportunity for application of creativity.

CHAPTER IX
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WOMEN IN DEVELOPMENT AND CHILD DEVELOPMENT ISSUES

9.1 Women in Development

9.1.1 The goal of economic development of a country is to increase the well-being and
quality of life of the population through growth with social justice. This includes women as
well as men. Women are nearly half of the population. They represent a half of the country's
human resources and thus a half of its potential. Continuing disparities between women and
men in life expectancy, health status, employment and income opportunities, education,
control over assets, personal security and participation in the political process demonstrate
that development investments and programmes do not benefit women equitably. Inequitable
distribution hinders the process of women’s development. It also limits the country's ability to
achieve its full potential.

9.2 Constitutional Provisions

9.2.1 Women's rights to equality and affirmative action in respect to equality are guaranteed
in the Constitution. According to the Constitution of Bangladesh, all citizens are equal before
the law and are entitled to equal protection of the law (Article 27); the State shall not
discriminate against any citizen on the grounds of religion, race, caste, sex or place of birth
[Article 28(1)]; women have equal rights with men in all spheres of the State and public life
[Article 28(2)]; nothing shall prevent the State from making special provision in favour of
women or for the advancement of any backward section of the population [Article 28(4)].

9.2.2 The Constitution further advances and incorporates the principle of special
representation of women in local self-governing bodies (Article 9). Three women members
are elected to the Union Parishads and Municipal Councils. Provision has also been made to
reserve thirty seats for women in the Parliament (Article 65).

9.2.3 The pursuit of equal opportunities for women and men is an important goal in its own
right. It is also increasingly recognised that development objectives such as accelerated
economic growth, poverty alleviation, family well-being and employment creation cannot be
achieved without the contribution and participation of women. The benefits of action on
issues of women's equality and development are generally accepted in principle. However, in
practice, initiatives have been limited and progress has been slow. The Fifth Plan aims at
realising the constitutional goal of equality between all citizens - women and men. Thus a
major thrust of the Fifth Plan will be integration of WID concerns and gender issues in the
mainstream of development.

9.3 Situation of Women

9.3.1 Women constitute about 49 per cent of the population. Various indicators reveal that
the status of women is much lower than that of men. Traditional socio-cultural practices limit
their opportunities in education, skill development, employment and participation in the
overall development process. Their literacy rate is only 38.1 per cent, much lower than that
of men (which is 55.6 per cent); life expectancy is 58.1 years for men and 57.6 years for
women. Excessive mortality among women due to discrimination has resulted in a sex ratio
in the population whereby there are 105 men for every 100 women. Nutritional status of
women and girls is marked by sharp differences with that of men and boys. Health care for
women is often restricted to their reproductive health. General health of women at all ages is
often neglected. Women are married at a much lower age than men; mean age at marriage of
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women is 20.0 while that of men is 27.6. Early marriage, repeated pregnancy, and long child
bearing spans have serious implications for women's low nutritional status and high maternal
mortality rate (4.4 per 1000 live births).Violence against women is alarmingly on the
increase. The Bangladesh Bureau of Statistics, in a special report in 1993, revealed that death
due to unnatural causes (suicide, murder, burn, snake bite, poisoning, accident and drowning)
is almost three times higher for women than pregnancy related causes.

9.3.2 Despite the Constitutional mandate that women cannot be discriminated in respect of
any employment or office of the State (Article 29), women's visibility in the public service
has been negligible. Their participation in institutional development and decision making is
also minimal. Wage differentials between men and women are very high in case of wage
employment. The incidence of divorce, desertion and widowhood has been growing; 15 per
cent of all rural households are female-headed and 25 per cent of all landless households are
headed by women showing strong links between gender disadvantage and poverty. Female-
headed households earn 40 per cent less income than male-headed households.

9.3.3 As per LFS 1995/96, of the total 56 million labour force, 34.7 million are males and
21.3 million are females. However, women are generally pushed into the unskilled labour
force, primarily because of the obstacles women and girls face in acquiring marketable skills.
The climate is still adverse for accelerated entry into the formal labour force by women with
vocational and management skills.

9.4 Women in Development Plans

9.4.1 Women have been considered as a distinct target group in the development plans of
the country. The First Plan (1973-1978) emphasised a welfare oriented approach and focused
on rehabilitation of war-affected women and children. The Two Year Plan (1978-1980) was
characterised by a shift from welfare to development efforts. The Second Plan (1980-1985)
emphasised creating a congenial atmosphere for women's increased participation in
development through expanding opportunities for skill development, credit and
entrepreneurship development programmes. The Third Plan (1985-1990) had specific
objectives to reduce disparity between development of men and women. The Fourth Plan
(1990-1995) placed women within the context of a macro framework with multi-sectoral
thrust and focused more on the development of poor and disadvantaged women. However,
women's development issues were not made an integral part of the process of formulating,
implementing and evaluating development programmes across all sectors. Some sectoral
projects incorporated an understanding of differences between women and men in situations
and opportunities as a means of seeking a fair distribution of project benefits and a reduction
of gender disparities, while some projects included specific targets or objectives for women's
development.

9.4.2 During this long period, no significant shift has been visible in terms of addressing
women's needs and interests. No tangible progress was made due to lack of a comprehensive
integration of WID aspects in development planning and inadequate co-ordination and
monitoring in various sectors. The need for coherence in the government's thrust on WID
among different sectoral agencies, as well as between government and NGOs was not clearly
perceived.

9.5 International Perspective and National Framework
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9.5.1 Bangladesh ratified the UN Convention on the Elimination of All Forms of
Discrimination Against Women (CEDAW) in November 1984. Within the overall framework
of the CEDAW and as a follow-up to the United Nations Fourth World Conference on
Women held in 1995, Bangladesh Government has adopted a National Policy for Women's
Advancement (NPWA). It sets the goal of eliminating all forms of discrimination against
women by empowering them with the ability of being equal partners of development. The
national policy aims at promoting and protecting women's human rights; ensuring equal
rights to have access to politics, administration, sports, culture and socio-economic activities;
reflecting positive image of women in the media; eradicating persistent burden of poverty on
women; ensuring equal access to health and nutrition care; prioritising education and skill
training for women; emphasising protection from environmental hazards; supporting
measures for the security of abandoned, deserted women in need of special protection
measures including elimination of trafficking of and violence against women, and
rehabilitation of women affected during natural calamities; and, facilitating participation of
women in all the national and international bodies and fora. Based on the findings of the
institutional review and sectoral needs assessment studies of 12 ministries conducted during
1996, a National Action Plan (NAP) for Implementation of the Beijing Platform for Action
has been formulated. The NAP emphasises the incorporation of gender dimension and
concerns such as gender equality, gender desegregated information, gender specific allocation
of programmes and projects to the sectoral ministries, special resource allocation for gender
responsive programmes towards achieving gender equity in key social and economic
indicators. The NAP, therefore, aims at translating the policy statements made in the NPWA
into concrete programme packages and project components to be implemented and certain
policy adjustments to be made within a specific time-frame.

9.5.2 The shared responsibility for women's equality and development is strongly
emphasised in the Beijing Platform for Action which was endorsed by the Government of
Bangladesh in September,1995. Various studies in the institutional review of the
government’s ‘WID Capability’ carried out during 1995-97, considered the formulation of
long-term and annual plans and the process by which these plans were translated into projects
by sectoral ministries. The institutional review identified many gaps in institutional
mechanisms, professional skills and information resources in various agencies of the
government. The review has found that initiatives for women's development are ad hoc and
uncoordinated. Attention to women's development issues is largely compartmentalised in the
women's development sector. There have been inherent constraints in addressing gender
concerns through development intervention, primarily because of not reaching the socially
and economically vulnerable women. Overall, there is a limited understanding of the
requirement of a mainstreaming approach. All ministries and agencies of the government
have responsibility for women's development. Accordingly, all agencies have responsibilities
for ensuring that their policies and programmes respond to the needs and interests of women
as well as men and distribute benefits equitably between women and men. These are the
basic elements of the mainstreaming approach of the government. It seeks to move beyond
isolated and marginal programmes for women to consistent and systematic efforts in all
sectoral plans, programmes and projects. Thus, gender issues are to be addressed cross-
sectorally and horizontally.

9.6 Co-ordination and Monitoring
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9.6.1 Both the institutional review and the NAP have focused on institutionalisation and
implementation of sectoral gender-accounting system by setting time-bound and quantifiable
targets to achieve gender parity in all the development sectors. Necessary co-ordination will
be maintained through various institutional arrangements. The Fifth Plan will establish a
national monitoring mechanism to review the status of women at regular intervals.

9.7 Macro Framework of Women’s Development

9.7.1 The Fifth Plan will be people-centred, with equitably distributed allocations and
environmentally and socially sustainable projects. No meaningful development can be made
without equal and equitable progress of women who constitute nearly half the population.
Left to themselves, market forces will not be able to remove the gender disparity; government
intervention will be necessary. Attainment of a reasonable growth rate, reduction of poverty
through generation of production, self-employment opportunities, especially in non-formal
sector energised with micro credit input and increased self-reliance are inextricably linked
with increasing participation of women in the development activities during the Fifth Plan
period. The main aim of the Plan is to integrate women's development into the macro-
framework and to reduce gender disparity in all sectors through integration of women into the
mainstream development efforts. This may be achieved through the adoption of a multi-
sectoral thrust targeting women's increased participation in all sectors, at all levels.

9.7.2 A major thrust of the Fifth Plan will be on developing skills of women with the aim to
yield substantial increase in productivity of existing women labour force and opening up new
windows of opportunities for future entrants into the labour force. This will be supportive of
the Fifth Plan macro-objective of poverty reduction and human resource development.
Gender perspective will be integrated within the context of the macro-economic framework.
Women's needs and interests will be incorporated with quantifiable, time-bound targets for all
the major social and economic development programmes.

9.8 Goals and Objectives

9.8.1 In the Fifth Plan period, the set goals and objectives for development of women and
children will be to:

a. promote equality between women and men in the sharing of power and decision
making at all levels;

b. bring about changes in attitudes, structures, policies, laws and practices in order to
remove obstacles to achievement of human dignity and equality in society, including
the family, the community and the state;

c. ensure equal rights of women and men in all spheres of development, including access
to information, skills, resources and opportunities;

d. enhance the participation of women in political, civil, economic, social and cultural
life;

e. promote economic self-reliance for women and generate economic policies that have
positive impact on employment and income of women workers in both formal and
informal sectors;

f. establish and transform state structures and practices to enhance gender equality and
improve the status of women;

g. create appropriate institutional arrangements with necessary financial and human
resources and authorities at all levels to mainstream women's concerns in all aspects
and sectors of development;

h. identify obstacles faced by members of disadvantaged groups in availing opportunities
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and services, in particular those suffered by women members of these communities,
and take necessary steps to mitigate such barriers;

formulate and implement specific economic, social, agricultural and related policies
and programmes in support of poor female-headed households;

review existing discriminatory legislations and make recommendations for
progressive elimination of such laws;

take necessary steps for implementation of CEDAW, the National Action Plan for
Implementation of the Beijing Platform for Action and the recommendations of the
Institutional Review of the government’s WID capability;

mainstream women's concerns in agriculture and rural development, industry and
commerce, basic services, e.g., health, education, drinking water supply and
sanitation, and in the informal sector;

ensure the visibility and recognition of women's work and contributions to the
economy;

reduce the gap in male-female labour force participation rates;

promote support services for working women, e.g., child-care and transport facilities,
accommodation, etc.;

increase women's representation in governance and administration, including in all
tiers of local government;

reduce the gender gap in literacy rates and in access to educational opportunities,
including skill development and technical training;

promote women's full access through the life cycle to health and related services under
the goal "Health for All";

adopt appropriate measures towards the reduction of insecurity faced by women and
girls, the elimination of all sorts of violence against women and for the treatment and
rehabilitation of violence survivors;

eliminate trafficking of women and girl children;

ensure participation of women in national and international peace negotiations;
recognise women's role and concerns in environmental and natural resource
conservation and management;

promote the positive portrayal of women and girl children in mass media; and
institutionalise a national monitoring mechanism to monitor progress in achievement
of plan targets on WID.

9.9 Strategic Concerns

9.9.1

The attainment of these objectives requires a conscious pursuit of a gender

redistributive orientation to the broad strategies adopted by the Plan. The following strategic
concerns are highlighted for their potential direct impact on reducing gender disparity and
contributing to the advancement of women:

a. Poverty reduction : The most significant approach towards supporting women’s

development is to alleviate the persistent and increasing burden of poverty on
women; public sector policies should, therefore, pursue sound policies that are
gender sensitive, designed with the participation of women and based on
development strategies that are centred on people.

Public expenditure : Public sector expenditures in general, and public
administration budgets in particular, need to be restructured and targeted to address
the basic needs of women; mechanisms to ensure that resource allocations at the
macro, sectoral and project levels reflect the social costs and benefits of women’s
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work need to be established; public expenditure programmes will have to explicitly
provide women with access to employment, credit and productive resources.

c. Public employment : Measures will be taken to accelerate the integration of women
into public service. For example, priority will be given to women for jobs of primary
and secondary school teachers, health assistants, family welfare workers; quotas for
women in policy level positions will be maintained; and preference in appointive
positions such as in the judiciary will be given.

d. Education : Steps will be taken to support a gender sensitive educational system
and to increase participation of women in education policy formulation and
administration; public education programmes designed to raise awareness on
women's rights will be pursued.

e. Health : Provision will be made for health interventions and services designed to
take into account women’s special health needs, including women's reproductive
health, as well as women's multiple roles and responsibilities. The doctor-nurse and
doctor-population ratios will be improved to ensure better health care services.

f. Legal protection : Support for the promotion and protection of women's rights
through more effective enforcement of law and public education will be extended.

g. Security : Mobilisation of relevant organs of the state machinery at all levels for
prevention and redress of violence and crime against women will be aimed at.

h. Institutional infrastructure and/or capacity building : Appropriate institutional
development from grass roots to national level, co-ordination of activities among
different sectoral agencies, and upholding of women's interests in all spheres will be
planned for. The planning capability of the Ministry of Women and Children
Affairs, and other line ministries/agencies to take systematic account of gender
issues will be increased.

i. Support services for women's employment : Employment support for women,
especially child-care, work-place security, accommodation and transport, as
necessary prerequisites to women's ability to sustain the gains made through
employment, will be prioritised.

j- Research and data base development : Adequate research capability on gender
issues to create a reliable knowledge/data base on the situation of women will be
developed. Generation of sex-desegregated data in all national data collection
systems and use of such data in planning and programming of development
activities will be ensured.

k. Institutional arrangements : The Ministry of Women and Children Affairs
(MWCA) as the lead ministry on WID has to act as a catalyst for action by various
government agencies, and for the promotion of a better understanding of and a more
consistent response by all government agencies to the needs and priorities of
women. Different ministries/agencies of the government will undertake and
implement their respective sector-based projects/programmes to achieve the goals
and objectives for the advancement of women. MWCA, being the lead agency, will
play a vital role to facilitate, co-ordinate, plan and monitor social development
programmes that will be implemented through the sectoral ministries/departments as
well as provide critical inputs to the overall development planning process.

An Inter-Ministerial WID Programme Implementation and Evaluation Committee,
chaired by the Minister, MWCA will be formed to review, evaluate and co-ordinate
WID activities. Thus the nodal ministry will be strengthened with increased
competence and technical resources. The Inter-Ministerial Advisory Committee for
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the Prevention of Violence Against Women, chaired by the Minister, MWCA will
continue to review reports on violence against women and monitor the functioning
of the district, upazila and union level committees, set up under the Central
Nari Nirjatan Protirodh Cell in MWCA.

The National Council for Women's Development (NCWD), chaired by the Prime
Minister, has been set up to provide overall policy guidance, oversee inter-
ministerial co-ordination and promotion of WID and monitor WID activities across
the sectors.

WID focal points have been established in 32 ministries and agencies to co-ordinate and
take care of gender aspects in respective sectors. A focal point mechanism within
the Ministry of Planning/Planning Commission, especially in the Implementation,
Monitoring and Evaluation Division, and the General Economics Division will be
evolved in order to develop a common approach and to specify a strategy for more
consistent action on women’s development. Training of WID focal points to
increase specific competence on gender analysis will be undertaken.

A Parliamentary Standing Committee for Women's Development may be constituted to
advise the government on necessary steps for effective implementation of the
National Policy for Women's Advancement. Legal reforms such as inheritance,
parental responsibility may be the main areas of attention of this Committee.

I. Administrative measures : The government will attach priority to gender analysis,
training and sensitisation of key personnel in public and private sectors. A
comprehensive training programme on gender issues will be set up through major
government training institutions. Measures will be adopted to expedite quota (for
jobs) fulfilment by women, including adoption of affirmative action in recruitment.
Service conditions and working environment for women in the public sector will be
improved. Positive measures will be adopted to expedite the increase in the number
of qualified nurses and the number of women school teachers at all levels, especially
at primary, secondary and higher secondary levels.

m. Participation in development planning : Recognising the critical role of women in
development planning, conscious efforts will be made to facilitate women's
participation in the planning and formulation of sectoral programmes/projects at all
levels (union, thana, district and national). Necessary attention will be paid to the
enhancement of skills of planners and implementors in incorporating participation
of women at all stages of the planning cycle.

n. Awareness/public education : A massive programme will be undertaken to create
public awareness of women's legal rights, and where necessary, legal support will
be provided to women survivors and victims of violence. The government
will undertake programmes for political education and awareness among women.

0. Allocation of public resources : Steps will be taken to integrate gender issues into
the budgetary process and to evolve a methodology whereby all budgetary actions
and related policies are desegregated to ensure that the government's distribution of
resources contributes to the reduction of gender disparity and to the advancement of
women. Women's priorities in public investment programmes for economic
infrastructure, such as, water and sanitation, transport, markets, etc., will be
included. Poor, assetless and homeless families, specially female-headed families,
will be allotted government lands, ponds and other water bodies to assist them in
securing a sustainable livelihood. In case of married couples, allocations will be
made in names of both husband and wife.
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p- Provision of basic services : Women's access to basic services such as child-care,
education, transport, health, water and sanitation will be prioritised and promoted.
Time-bound, quantifiable targets for reaching women, particularly disadvantaged
women, will be set in each sector and implementation monitored.

g. Skill development training : Women's access to all skill development training
opportunities will be prioritised, and special programmes for women and girls on
the development of traditional and non-traditional skills will be supported.

r. Financial services : Women's access to financial services at all levels, and in
particular, to micro credit for investment into small-scale production and
undertaking entrepreneurial activities will be actively encouraged in both
government and private sector financial institutions.

s. Consideration of women in need of special measures : Steps will be taken to
reach socially and economically disadvantaged and vulnerable groups, such as
abandoned, destitute and homeless women and girls, women with disabilities,
women engaged in commercial sex work, women victims of violence and
trafficking, etc., and to take appropriate measures for their welfare.

t. Data base : Steps will be taken to ensure that Bangladesh Bureau of Statistics
(BBS), henceforth, adopts data collection and analysis methods that result in a sex-
desegregated national data base. Particular emphasis will be given to staff training
on design and analysis of data from a gender perspective, so that a gender sensitive
statistical data base, and information and monitoring system can be developed.

u. GO-NGO co-operation : Instances of co-operation between government and NGOs
have been encouraging. NGOs will be encouraged to complement and/or
supplement activities undertaken by the government towards enhancement of
women’s situation and government-NGO co-operation will be strengthened,
particularly in reaching the disadvantaged women. A GO-NGO Consultative
Council has been formed to provide a forum for dialogue between the government
and NGOs and to suggest modalities for creating an enabling environment for
greater involvement of NGOs in national development.

9.10 Child Development Issues

9.10.1 The integration of child development as a cross-sectoral theme throughout social
development programmes is of critical importance. Issues concerning children's interest cannot
be confined to a single sector. Thus, key social development sectors will be responsible for
implementing programmes related to protecting children's rights and ensuring children's full
development. Children constitute a large number of the population with 16 per cent under 5 and
44 per cent under 15 years of age. Investment in them will, thus, bring a better future not only
for the children but for the whole country.

9.10.2 The United Nations General Assembly adopted the Convention on the Rights of the
Child (CRC) in November 1989 (UNGA Resolution 44/25) and it came into force in September
1990. The World Summit (September 1990) for Children, which strongly endorsed the
Convention, was the first major global action for its implementation. The Declaration and the
Plan of Action of the World Summit for Children and the Convention together constitute the
global agenda for the well-being of children. The guiding principle adopted globally is that the
essential needs of children should be given high priority in allocation of resources at national
and international levels.
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9.10.3 The Government of Bangladesh has demonstrated its support for human development
by signing the CRC in 1990 with reservation in respect of children’s religious rights and right
for adoption making it one of the first 22 countries to do so. Decisions on these 2 reservations
are slated for revision soon. The ratification of the Convention and the commitment to achieve
the goals of the World Summit were critical steps towards recognising the importance of
placing the well-being of children at the forefront of the social and economic development
agenda in Bangladesh. The National Plan of Action (NPA) for the children (1990-1995) was
prepared by the government to accelerate progress on children's issues. The NPA set 1990 as
the benchmark year to measure and achieve World Summit goals.

9.10.4 According to the Constitution of Bangladesh, "Nothing shall prevent the State for
making special provision in favour of women and children, or for the advancement of any
backward sections of citizens" [Article 28(40)]. In pursuance of the fundamental principles of
the Constitution and the Convention on the Rights of the Child, and in order to
harmonise government actions, a National Policy on Children (NPC) was formulated. Under the
policy, all children of Bangladesh, irrespective of caste, creed, colour, sex, language, religion or
opinion, social and economic status, wealth or birth, shall enjoy equal rights and opportunities.
As envisaged in the NPC, a National Children Council (NCC) was set up as the highest policy
making body under the chair of the Minister-in-charge of the Ministry of Women and Children
Affairs. High level representatives from concerned ministries, as well as NGO representatives
and child welfare activists from civil society are members of the NCC which is expected to
give a real inter-sectoral thrust on the children's programme. As the supreme body in the
country, it is responsible for monitoring enforcement of the legislation towards protection of
child rights and all sectoral social development activities for the benefit of the children. The
Ministry of Women and Children Affairs (MWCA) acts as the secretariat of the NCC.

9.10.5 The Ministry of Women Affairs has been re-designated by the government as the
Ministry of Women and Children Affairs to emphasise the special focus on children. Therefore,
the MOWCA is the lead agency to co-ordinate and monitor the progress on child development
programmes implemented through various sectors. Bangladesh Shishu Academy was founded
with the aim of undertaking special programmes for moral, psychological, cultural and
recreational upliftment of the children and to imbibe a spirit of self-confidence among them
towards blooming up their talents.

9.10.6 There has been a steady decline in the infant mortality rate from 110 per 1000 live births
in 1988 to around 78 per 1000 in 1995, and under-5 mortality rate per 1000 from 162 in 1988 to
128 in 1995. Much of this has been due to tremendous success in immunisation coverage and
oral rehydration therapy. There have also been some forward strides in nutrition, water supply,
sanitation and primary education. Various legislations related to issues concerning children have
been enacted and revised.

9.10.7 Some other actions initiated by the government, both at the policy and implementation
level, include: (a) increased budget allocation for the development of social sectors, including
primary education and adoption of a comprehensive non-formal education policy; (b) free
education for girls upto class X and a policy announcement to make education free for girls upto
Class XII; (c) observance of Child Rights Week annually with participation from all concerned
as a sign of corporate social commitment under the leadership of the government; (d)
institutionalisation of Multiple Indicator Cluster Survey (MICS) methodology within the
Bangladesh Bureau of Statistics to monitor progress towards achievement of the World Summit
goals and an annual publication of Progotir Pathey that includes national and sub-national data
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on each major child development indicator, allowing implementors to track progress and take
corrective measures; (e) support to private sector and NGOs to develop a model for phased
elimination of child labour in the garment sector by providing educational opportunities; (f)
launching of Bangladesh Integrated Nutrition Project to address children's nutrition needs; and
(g) examination of existing laws to identify inconsistencies with CRC and revision and
enforcement of existing legislations.

9.10.8 To implement the Fifth Plan objectives within the overall framework of CRC and the
National Policy on children, a National Plan of Action (1997-2002) will be formulated by the
Ministry of Women and Children Affairs.

9.11 Situation of Children in Bangladesh

9.11.1 The actions taken so far are still inadequate in terms of needs and concern. Children in
Bangladesh continue to lack basic amenities and opportunities of life. One-third of the babies
are born with low birth weight. Infant and under-5 mortality rates are still very high, 78 and 128
respectively per 1000 live births. About 70 per cent of all children under five years of age are
malnourished and 11 per cent children are severely malnourished. One in every seven children
born in Bangladesh dies before their fifth birthday. Although sanitation coverage has increased
significantly, only 40 per cent of the children have access to sanitary latrines. Over 80 per cent
of the school-going age group children enrol in the formal schooling system, about half of them
attend regularly and almost 40 per cent of them drop out. From this precious fifty per cent,
approximately 60 per cent reach completion level of primary education and a mere 5 per cent are
able to pass the Higher Secondary School Certificate examination. In every social indicator,
the female child fares worse than the male child. Child labour has been a major
concern for Bangladesh. Laws regulating child labour exist but implementation is not
adequate. Around 11.7 per cent of the total civilian labour force constitute child labour in the
age-group of 5-14 years. Although the mean age at marriage is rising, almost half of all girls are
married before the age of 18, leading to early and frequent pregnancies. With the fast growing
urban population, 20 per cent of the total population now live in the urban areas. Of them, about
one-third belongs to the hard-core poor group. A considerable proportion of children of these
families is hard-to-reach and grow up uncared for, deprived of the basic needs and opportunities.
These children hardly have any family support. Urban poor children are generally victims of
neglect and exploitation; girl street children are particularly vulnerable to coercion and
exploitation.

9.12 Goals and Objectives

9.12.1 Giving due emphasis on the World Summit goals, Convention on the Rights of the Child,
SAARC (1996) and the declared National Children Policy, the Fifth Plan will make a co-
ordinated approach towards overall development of the children. This will be complementary to
the Fifth Plan macro objective of the human resource development. Considering the situation of
children in Bangladesh, availability of resources and national commitment to enable them to
grow to their full physical, mental and social potential, the following goals and objectives will be
pursued to :

a. make conscious efforts for ensuring children's rights to basic services such as education,
health and nutrition, water and sanitation and social services;

b. adopt appropriate measures for providing equal opportunities to all children for
development of their personality, talent and mental and physical abilities to the fullest
potential through the local government structure at various levels as well as other
institutional arrangements including NGOs;
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c. open up opportunities such as global information systems like internet, distance
education and electronic reporting systems towards ushering a child-friendly
environment;

d. improve the health status of children by reducing infant and child mortality rates by 2002
to half of the 1990 level,

e. reduce severe and moderate malnutrition among under-5 children by half over the bench
mark of 1990;

f. provide a favourable environment to children through the universal access to safe
drinking water and sanitary means of excreta disposal;

g. provide universal access to basic education and completion of primary education by at
least 80 per cent of primary school-age children;

h. promote secondary school enrolment and non-formal education with focus on vocational
education and skill development to meet the growing demands;

i. protect children from economic exploitation, hazardous occupations and to reduce

child labour in a phased manner;

take measures for delaying the age of marriage of girls and prevent early  pregnancy;

take necessary steps for children, requiring special protective measures such as urban

slum children, children without shelter, children exposed to sexual exploitation and
violence with particular focus on adolescent girls, disabled, destitute and displaced
children and those caught up in armed conflicts;

1. adopt appropriate measures towards elimination of trafficking of children, including
immoral trafficking of female children;

m. expand early childhood-development activities, including appropriate low-cost family
and community-based interventions; and

n. fully implement CRC in all its spirits and contents.

o~

9.13 Strategies : The Plan will emphasise on the public sector intervention in promoting,
supporting and protecting the children's rights to create an enabling environment for a better
world for the children. The First Call for the Children' and addressing their best interest will be
the guiding principle in developing their strength and potential. The Fifth Plan will thus, focus
on preparing the children to face the challenges of the new millennium. Keeping these in view,
following strategies will be adopted during the Plan period.

9.13.1 Inter-sectoral Approach : Strategies for child development will have a multi-sectoral
approach involving the key social development sectors, such as education, health and nutrition,
water and environmental sanitation, urban basic services, labour law, and justice, social services,
etc. The sectoral ministries will be responsible for implementation of programmes with
measurable, time-bound targets relating to tasks allocated to them. As the lead agency, the
Ministry of Women and Children Affairs will provide overall policy guidance, build up
information-base, co-ordinate with relevant ministries, review and monitor progress in the child
development programmes, and develop and sustain effective inter-sectoral linkages as important
strategic interventions.

9.13.2 Advocacy : On child development related issues, advocacy will form part of all the
programme activities at all levels to make people aware of the rights and needs of the children.
The dimension and magnitude of child development is so extensive that collaborative efforts of
the government, NGOs, civil societies and private sectors will be essential. Effective
communication for attitudinal change is necessary for the attainment of goals as well as for
development of an appropriate structural and social environment for bringing about these
changes and sustaining them. The focus will be on optimal mix of advocacy, social mobilisation
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and programme communication with NGOs, private sector and the civil society's involvement.
Declaration of Bangabandhu’s birthday (March 17) as children’s day will be acted upon to carry
the advocacy of children’s rights and potentials.

9.13.3 Decentralisation : With the active participation of concerned departments, particularly
the local government at city/town, district, thana, union and village levels, a decentralised
planning and programming for child development and welfare will be initiated. An effort will be
made to intensify child development activities and allocate more resources in the low performing
areas. Efforts will be made to build up a harmonised mechanism for decentralised programme,
planning and implementation.

9.13.4 Capacity Building : Capacity strengthening for the child development programmes at
national, sub-national and community levels will be emphasised through all the programme
sectors.  Strengthening the government's institutional capacity and the creation of new
opportunities in the private and NGO sectors, particularly in the areas of training, research,
product development and social innovative technologies, will be emphasised.

9.13.5 Community Participation : Demands for children's basic services will be generated at
the community level by empowering social groups, particularly parents, with necessary
information on child survival, protection, participation and other related development issues.
This will have positive impact, both directly and indirectly on consumer behaviour that will lead
to increase beneficiary participation in terms of leadership development. NGOs will be
encouraged to work in co-operation with the government towards providing basic services,
particularly in reaching the under-served children.

9.13.6 Co-ordination and Monitoring : Co-ordination among the participating ministries will
be strengthened through the National Children Council. The forum of the Joint Government-
UNICEF Advisory Group will also continue to be used for this purpose. Effective field level
co-ordination will be enhanced by strengthening professional capacity of the local government
institutions, delegation of responsibility to the field level government functionaries and
involvement of NGOs and local communities. National and local planning and monitoring
mechanism will be strengthened through various government institutions. The NCC will provide
overall supervision in terms of monitoring child development goals. As the lead agency,
MWCA will monitor the progress on the child development programmes implemented by the
line ministries.

9.14 Major Strategic Interventions

9.14.1 For achieving the objectives and the goals, the following major strategic interventions
will be made:

a. Time-bound, quantifiable targets will be set and monitored for child development
activities, and these will be made explicit within the key sectoral social development
plans and programmes, particularly in education, health, nutrition, water and sanitation;

b. Convergence of essential services (e.g. health, nutrition, safe water, hygiene and
sanitation) will be promoted and strengthened at the community level through the local
government structures and partnership with NGO and private sectors;

c. A co-ordinated information campaign will be undertaken to apprise people about child
survival, protection, participation, development and child right issues to enhance
awareness and commitment, and to create a broad partnership;

d. Data-base on children's issues will be improved: registration of birth, death and other
important events will be acted upon;
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e. Monitoring mechanisms to review progress on the child development and welfare
activities will be established and strengthened at national and sub-national levels;

f. Due emphasis will be given to enforcement of the existing laws, rules and regulations.
Existing legislation relating to child welfare and development will be enforced, reviewed
and necessary amendments made. State machinery will be mobilised at all levels to
prevent violence and trafficking of children;

g. Voluntary organisations/NGOs/civil societies will be encouraged to supplement
government efforts in creating facilities for the development and welfare of the deprived,
disadvantaged, and disabled children as well as for urban poor children;

h. Appropriate welfare measures will be adopted to reach the socially-disadvantaged
children such as disabled, destitute, abandoned, shelterless and the children who are
victims of violence and trafficking; and

i. Activities of the Shishu Academy will be extended in order to provide favourable
conditions for full exploitation of latent and potential talents and abilities of the children.

9.14.2 Children represent one window which enables a society to gaze into the kaleidoscopic
composition of the near and the distant future of its shape in the next millennium. Therefore,
outlay in terms of planned, adequate investment in this crucially sensitive area will provide the
parameter of our ability to intervene in terms of social engineering for a rapid, planned and
positive change in preparation for the next century. The ability of the children to climb out of
the present morass and in creating an enabling and participatory environment for them will
indicate the success of the political will and the commitment of the government to prepare the
children to face the challenges of the Twenty First Century.
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CHAPTER X
ENVIRONMENT AND SUSTAINABLE DEVELOPMENT

10.1 Introduction

10.1.1 The Constitution of Bangladesh asserts that ‘it shall be a fundamental responsibility of
the state to attain, through planned economic growth, a constant increase of productive forces
and a steady improvement in the material and cultural standard of living of the
people’(Article-15). In pursuit of this goal of prosperity of the people through planned
development, the individual and the society come to interact with the environment and have
to take care of it, lest not to speak of global warming, excessive use of natural resources like
land, water and forest turn this land into a ‘dust bowl’ with ‘individuals scratching a living
like a scrawny hen’.

10.1.2 With the awareness of the above potential threat, Bangladesh has so far signed, ratified
and acceded to 22 international conventions, treaties and protocols related to environment.
The important ones, among them, signed at the UN Conference on Environment and
Development (UNCED), held at Rio de Janeiro, Brazil in 1992, are the Agenda 21, Climate
Change Convention and Biodiversity Convention. The Agenda 21 is a basis to attain
sustainable development through policies initiated and co-ordinated at the national level. The
second phase of the Bangladesh National Conservancy Strategy (BNCS), the Forestry Master
Plan and the National Environment Management Action Plan (NEMAP) all reiterate
Bangladesh’s commitment to implement the international conventions and treaties signed
from time to time.

10.1.3 As a signatory of these international and regional treaties/conventions/protocols, and in
fulfilling the constitutional obligation, further efforts will be continued to chart the course to
prosperity ensuring that no irreparable damage is inflicted on the environment and prosperity
is sustained in the long run.

10.2 Major Environmental Issues in Bangladesh

10.2.1 Environment, as per the Environment Protection Act, 1995 includes water, air, land
and physical properties and the inter-relationships which exist among and between them and
human beings, other living creatures, plants and micro-organisms. The environment is thus
the sum total of all social, physical, biological and ecological factors. Social environment is
centred round human beings. It is their institutions, group behaviour, habitation and
interaction in production and consumption of their wealth. The human activities entail using
natural resources and interfering with natural environment, increasingly with the increase in
growth. Environmental concerns have, therefore, assumed vital importance. It is now widely
accepted that there must be an integrated approach between environment and development.
As such, there is a need for integration of environment into development planning and
activities. Environment is where we live and development is what we all do in attempting to
improve our standard of living. Bangladesh has many environmental problems, natural or
man-made, such as frequent natural disasters, industrial pollution, poor health and sanitation,
deforestation, desertification, changes in climatic conditions, salinity, deteriorating habitat of
flora and fauna, etc. which we have to face, solve or compensate for.

10.2.2 Agricultural resource base : The vast majority of the population depend on
agricultural and natural resources for a large part of their food and income. Thus, a more
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dynamic agricultural sector, better use of natural resources and increased concern for
environment are essential. No growth or poverty alleviation strategy can bring success
without a healthy agricultural sector. Land and water are the two natural resources for
agricultural development. One of the difficult strategic issues is how to allocate limited
supplies of water to its uses for agriculture, salinity control, fisheries, navigation and a
growing urban population for sustained development. There is also competing demand on
land from non-agricultural uses of land. As a result, agricultural resources in Bangladesh are
already under severe pressure and environmental strain. It is essential to reverse this trend and
rebuild, and where possible, augment the productive capability of scarce and essential
agricultural resource base. To produce enough food for an increasing population, it is
necessary to maximise the benefits that can be derived from the existing technologies and to
maintain the sustainability of the food production system beyond the medium term of the
Fifth Plan, it is essential that Bangladesh continues to make all out efforts to bring about a
major breakthrough in agricultural technology.

10.2.3 Biodiversity : In making a breakthrough in agricultural technology, it is necessary to
preserve the variety of life, i.e. biodeversity. The preservation of biodiversity is both a matter
of insurance and investment, necessary to sustain and improve agriculture, forestry, livestock
and fisheries production systems in order to keep future options open as a buffer against
harmful environmental changes and as a raw material for scientific and industrial innovations.
Moreover, we must conserve biodiversity as a matter of survival. The variety of life helps
make the earth fit for balanced enjoyment of life. It plays an important role in all major life-
support services, from maintaining the chemical balance of the earth and stabilising climate to
protecting the watershed and renewing soil. Maintaining a nation’s biodiversity is integral to
maintaining its wealth. The Plan, therefore, attaches due weight to the development of our
biological resources. The importance of species and ecosystems will be considered in the
formulation of development policies and programmes. Institutions assigned responsibility for
conserving biodiversity will be supported by necessary financial and organisational resources.
The species and ecosystems on which our survival depends will be clearly identified and
appropriate technology applied to make our survival worthy of human beings.

10.2.4 Biomass: In Bangladesh, especially in the rural areas, where about 80 per cent of
people live, biomass plays an important and complex role. The problem is not merely the
supply of wood or of fuel or of food. These products are linked by competition for land and
by different product’s end uses that may compete with, or complement one another. Thus
shortage of any form of biomass will affect the quantity and composition of different end-
uses. At the moment, there is an acute crisis of biomass fuel, which constitutes 73 per cent of
total energy consumed. The per capita supply of biomass fuel is declining. There is an
increased use of crop residues and dung as fuel which is depriving soil of valuable nutrient
and organic matter.

10.2.5 Impact of chemicals : Modernisation of agriculture has led to an extensive use of
fertilisers and pesticides. Although production of foodgrain and other crops has increased
significantly by the use of fertilisers and pesticides, quality of land has suffered due to
indiscriminate use of chemicals. Farmers spraying pesticides and using fertilisers, in many
cases, are suffering from heart and skin diseases. Cows, goats and other domestic animals
eating fertiliser-fed and pesticides-affected grasses are also suffering from diseases. Fish
population in the rivers and other water bodies have drastically decreased due to water
pollution by chemicals including fertilisers and pesticides.
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10.2.6 Industrial pollution: The growth of industries in the country has generally been
unplanned without keeping the issue of environmental protection in careful consideration.
There are many industries in the residential areas causing air and water pollution through
smoke emission and dumping of untreated effluent. Industrial wastes have polluted the water
of the Buriganga, the Shitalakhya, the Karnafuli and the Rupsha rivers. Effluents from
tanneries are extremely harmful to human beings since they contain high concentration of
chromium compounds. About 250 tanneries in Hazaribagh area within the Dhaka city are
causing serious environmental pollution and health hazard making the area unsuitable for
human habitation.

10.2.7 Deforestation: Bangladesh has a classified natural forest area of around 6-8 per cent
of the total land area which is far below the desired level. According to a study, 50 per cent of
destruction of forests took place during the last 20 years affecting top soil and causing land
erosion. Such deforestation could not yet be compensated by social forestry and backyard
plantations.

10.2.8 Wetland and fisheries: Bangladesh has a high proportion of wetland area, which has,
of late, been declining. Rivers, canals, beels, lakes and haors are the open wetlands while
baors, dighis, ponds and ditches constitute the closed ones. They are significant sources of
sweet water fishes. The decline in fish production has been attributed to a general
deterioration of the wetlands, characterised by silting up of bed levels, water logging as well
as water pollution.

10.2.9 Mangrove ecosystem: The Sundarbans, located in the south-western part of
Bangladesh is the largest single expanse of mangrove forest in the world. It is a dynamic,
fragile and complex ecosystem in delicate balance with land and water. It is a good habitat for
offshore fisheries and onshore shrimp cultivation, a natural coastal protection, a highly
valuable forest resource and a recreational resort. But a gradual degradation of environment in
the Sundarbans has been taking place due to rapid deforestation, top-drying, saline water
intrusion, killing of wild lives, inadequate reforestation and lack of efficient conservation
programmes.

10.2.10 Coastal and marine water: Disposal of chemical fertilisers, insecticides and
industrial effluent into water are leading to a severe pollution of the coastal and marine
environment. Rare species living in these areas will disappear if they are not preserved.

10.2.11 Salinity: Diversion of the Ganges water has thus far drastically reduced the down
stream flow of its distributaries. Consequently, saline sea water entered into the mainland
rivers. It has adverse effects on agriculture and sweet-water shrimp cultivation and also on
availability of sweet water for domestic and other uses. Following signing of the long term
treaty on sharing of water of the Ganges with India on December 12,1996, there has been an
improved inflow of water down the Ganges in Bangladesh. This seems to be having an
improving effect, which needs to be further improved through building a barrage across the
Ganges.

10.2.12 Sanitation: In order to benefit from the increased coverage of water supply, the
vicious cycle of bacterial contamination has to be broken by introducing some form of safe
disposal of domestic waste including human excreta. The present state of affairs in this area is
quite unsatisfactory particularly in the rural areas. Only 36.9 per cent of the population have
acceptable sanitary system for safe disposal of excreta.
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10.2.13 Urbanisation: Serious problems of environmental degradation resulting from
unplanned urbanisation need to be evaluated in terms of (i) land use alterations, (ii)
inadequate shelter, water/sanitation, and other facilities in slums and other urban poor areas,
(ii1) degradation of community ambient environment, and (iv) little control of industrial waste
emissions, which often greatly compounds the problem of environmental pollution due to
inadequate management of human and domestic wastes. Provision of water, sanitation and
other environmental infrastructure will adequately improve urban life.

10.2.14 Inter-sectoral linkages: Rapid economic development will put ever increasing
pressure on natural resources such as land, water, energy, etc. and tend to increase the
discharge of pollutants to the environment. It is, therefore, essential to choose the future
pattern of development in such a way that environmental degradation is minimised through
judicious use of resources on an inter-temporal basis and development is sustained.
Moreover, the access of the poor and the disadvantaged, especially women, to common
property resources is to be appropriately looked into to promote sustainable management of
the environment. Such developmental efforts must focus on the creation of an “efficiency and
quality culture” in our planning process. Along with the increase in capital and labour
efficiency, the contribution of other factors to growth has to be maximised through measures
like development and application of appropriate and/or modern technology, inter-sectoral
linkages, internal and external economics in production, etc.

10.3 Goals and Objectives

10.3.1 In order to promote, nurture, protect and expand nature and natural resources and to
link all developmental activities with environment for improving the quality of life, the Fifth
Plan aims at the following objectives:

a. promoting sustainable environment management in pursuit of quality livelihood and
to alleviate poverty;

b. promoting participatory, community-based environmental resource management and
environmental protection (considering the poor’s access, equity as well as gender
issues);

c. ensuring active participation of the poor, especially women, in environment protection
activities;

d. promoting environment-friendly activities in development interventions;

e. preserving, protecting and developing the natural resource base;

f. strengthening the capabilities of public and private sectors to address environmental
concerns;

g. controlling and preventing environmental pollution and degradation related to soil,
water and air;

h. creating public awareness for participation in environment promotion activities; and

i. conserving non-renewable resources and sustaining auto and eco-generation of
renewable resources.

10.4 Policy Outline

10.4.1 Sustainable environment management has emerged in response to the need for new
co-ordinated approach and practices which can accommodate diverse realities, yet not so all-
encompassing as to be vague and ineffective for leading to action. Such action must still
flow from institutional arrangements, policy making, resource mobilisation and initiatives by
the society’s major actors such as government at all levels, NGOs, leaders of business and
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civil society and groups. The flow must, however, be within an interactive and dynamic
framework which has the promotion of sustainable environment for all the people as its goal.

10.4.2 Sustainability is based on decision making which reflects a balance among long term
economic growth and efficiency, ecological unity and human well-being including equity.
More specifically, the concept seeks to offer an alternative approach to redress the failures of
the past development strategies to contain growing inequality and deprivation of decent
living. It builds on the lessons learnt in ‘delivering development’ and the challenges of
today’s world due to changing nature of work and its multiplicity and the desire for
sustainable well-being and environmental security. The sustainable environment management
concept allows the integration of social, gender and environmental equity issues in the search
of a better living in a sustainable state.

10.4.3 National Environment Management Action Plan (NEMAP) of Bangladesh provides
the policy framework of an action plan for environmental development in combination with a
set of broad sectoral guidelines which emphasise, inter alia, the following:

a. maintenance of the ecological balance and overall progress and development of the
country through protection and improvement of the environment;
protection of the country against natural disasters;

c. identification and control of all types of activities related to pollution and degradation
of environment;

d. undertaking environmentally sound development programmes in all sectors;

e. sustainable long-term and environmentally congenial utilisation of all natural
resources; and

f. active association with all environment related national and international initiatives.

10.4.4 Government has its forestry policy and the 20-year Forestry Master Plan in operation.
National Conservation Strategy (NCS) is in its final stage of approval. National Environment
Management Action Plan (NEMAP), finalised recently, is a government plan prepared by the
Ministry of Environment and Forest in consultation with people from all walks of life.
NEMAP is the product of a pro-active public consultation process, where the concernd people
had the opportunity to define the environmental concerns, priorities and problems and
suggest solutions. It is a synthesis of perceptions of the government, NGOs and the people on
environmental issues and actions required to address them.

10.4.5 There are other sectoral plans and policies with emphasis on environment and its
conservation. They are: Flood Action Plan, Bangladesh Water and Flood Management
Strategy and National Energy Policy.

10.4.6 A range of parallel/sequential interventions will be necessary to help promote
sustainable environment. The actual range, combination, sequencing and methods of
implementation will be determined in the local contexts. The interventions will include:

a. policy: eco-tax reforms, subsidy shifts, land tenure, licensing arrangements, credit,
incentive schemes, education, health, macro-micro linkage, especially a bottom-up
feed-back for policy-making;

b. governance: strength of the democratic process and institutions, accountability and
transparency of the government, local government autonomy and capacity, people’s
democratic institutions, participatory decision-making, independent judiciary and law
enforcement;
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c. technology: identification of opportunities for synergy between local and outside
technologies in agriculture, industry, environmental services, telecommunications,
energy, etc. and promoting such synergy; and

d. finance, investment and private sector development: debt relief, micro-credit,
entrepreneurial development, etc.

10.5 Strategies
10.5.1 Strategies will include the following :

a. National Environment Council will be activated;

b. Environment Committees at district and thana levels with people’s participation will
be formed and activated;

c. Ministry of Environment and Forest will be strengthened in the light of the existing
Environment Policy and Action Plan in order to co-ordinate, monitor and oversee all
NEMAP implementation activities by various sectoral ministries and agencies;

d. Rules, regulations and guidelines under the Environment Protection Act (EPA), 1995
will be finalised earliest in order to ensure effective enforcement of EPA;

e. Sectoral legislation are to be reviewed and formulated in the light of Bangladesh’s
commitment to international conventions and protocols on environment;

f.  ‘Polluters Pay Principle’ will be followed in order to ensure strict compliance of
environmental legislation;

g. Incentives in the form of tax rebate, tax holiday, etc. will be provided and the
incremental cost incurred by the environment-friendly entrepreneurs will be met in
various forms;

h. ‘National Environment Fund’ will be established in order to provide assistance to the
victims of environmental degradation caused due to natural disasters and
anthropogenic activities; and

i. Environmental impact analysis will be continued in processing development projects
for approval of the government.

10.6 Financial Management

10.6.1 Implementation of NEMAP, Forestry Master Plan, National Conservation Strategy
and a number of development activities related to environment will require adequate
financing. The shared responsibility for improvement of the environment by all partners in
development including various government organisations, local government bodies, NGOs,
research and training institutes will be strongly emphasised. Private sector will be
increasingly involved in providing support to the environment protecting programmes under
the Fifth Plan.

10.7 Government-NGO Co-operation

10.7.1 Growing instances of co-operation between the government and NGOs have been
witnessed on the issues like environment, resettlement and disaster management, education,
health, population, women and youth development, livestock and fisheries. The participation
of the poor in these sectors is increasingly high. By and large, the government acknowledges
the effectiveness of the NGO approach in reaching the target groups, while NGOs enjoy
widening (scaling-up) of their impacts as a result of such co-operation. Till now, it has been
more prevalent in project implementation than in project formulation and design with a
broader perspective.
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10.7.2 The increased involvement of NGOs in forestry and fisheries programmes is a step in
the right direction. GO-NGO co-operation at local levels in project formulation and
implementation has a high potential for conservation of environment.

10.8 Disaster Management

10.8.1 Bangladesh faces many natural hazards. The environment in Bangladesh is adversely
affected by severe floods which erode lands and by cyclones which destroy natural
vegetation. Bangladesh is also in the seismic zone. Man-made hazards like over-use of land
and over-exploitation of forests and unrestricted burning of fossil fuel by industries are no
less important to be aware of in securing national well-being by averting environmental
degradation.

10.8.2 Previously, people reacted to the situation after a disaster had taken place. The
concept has changed in recent years. People need to be prepared in advance to face a disaster
through information and motivation and by adequate structural and nonstructural measures, to
mitigate the impacts of a natural disaster. Advance preparedness which reduced the loss of
life to the barest minimum during the devastating cyclone of 19th May,1997 is a success story
that might be cited here. In the light of experience gained from this success disaster
management committees have been formed at national, district, thana and union levels. A
national programme in line with International Decade for Natural Disaster Reduction
(IDNDR) objectives and resolution is being implemented to minimise the adverse impacts of
disaster on population and environment in Bangladesh. The government has undertaken a
massive programme to train people living in the disaster prone areas in order to improve their
capability to cope with natural disasters. Development partners and NGOs are also working in
this field. The government has issued a new set of standing orders for disaster management
and necessary legislation are being processed. A National Disaster Management Plan is also
being prepared.

10.8.3 The impact of cyclone can be reduced by massive afforestation and construction of
appropriate housing and cyclone shelters in the coastal belt. Afforestation also helps diminish
chances of drought and desertification. Strong embankments in the coasts and islands can
reduce devastation by tidal bores and salinity. An effective early warning system may alert
people against natural disasters and help them take precautionary measures in time. Cyclone
shelters in the coastal areas and raised earthen platforms in the flood prone areas can save
lives and properties. Incentives and awareness creation at the grassroots level can help
develop coping mechanisms of disaster victims. Strongly built structure (houses in cluster
having low heights, roads, bridges, culverts, sluice gates, etc.) can better withstand onslaught
of disasters.

10.8.4 The Fifth Plan will accord priority to disaster preparedness, warning system, response
and rehabilitation. Appropriate resource allocation will be made for measures to mitigate
impact of disasters and prevent environmental degradation.

10.9 Implementation

10.9.1 Major thrusts for environment protection will include the following:
a. training of technical personnel for control of pollution;
b. environment education in schools, colleges and universities, and creation of
environmental awareness among people;
c. land use planning;
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optimum utilisation of water resources;

coastal and social afforestation;

conservation of genetic resources;

wildlife preservation;

development of agricultural resource base through biodiversity and soil conservation;
conservation of coastal and marine resources;

industrial pollution control;

preservation of living aquatic resources; and

disaster mitigation measures.

—FT TR e e

10.9.2 Environmental concerns encompass all sectors of the economy. A multi-disciplinary
approach is, therefore, needed for the formulation of policies and implementation of
programmes related to environmental issues. Poverty, environmental degradation and
sustainable livelihood, all interact in a complex way. A comprehensive approach is also
needed for implementation of policy measures. A distinguishing feature of the Fifth Plan is
the explicit attention given, inter alia, to environmental issues. Public sector involvement in
encouraging, supporting and protecting environment is manifest in all government sponsored
development efforts. In addition to the specific measures for protection of environment
through active monitoring, enactment of enabling laws will be actively pursued.

10.9.3 A two-fold approach in the public sector will be adopted to create an environment
friendly society all over the country for improving the quality of life. The first is an inter-
sectoral one which requires perceiving the sectoral impact on environment, collecting
appropriate and relevant information, carrying out assessment of impact and suggesting
remedial measures. The second is the adoption of direct measures to prevent environmental
degradation. Review, amendment and implementation of laws for the protection of
environment will be actively pursued under the Fifth Plan. While the responsibility of
establishment of the institutional arrangement for development of environment will remain
with the government, in view of the success of NGO programmes on environment issues,
formal mechanisms allowing for the exchange of information as well as undertaking joint
programmes will be encouraged.

10.9.4 NEMAP will require continuing efforts and multiple strategies. It will require close
monitoring, supervision and evaluation of implementation of various programmes and
measures with swift course of corrections in government approaches, process and skills from
time to time.

10.9.5 Implementation of NEMAP as a follow-up of the Agenda 21 as well as needed
institutional and administrative supports for the purposes mentioned above, require
participation of many different ministries and agencies of the government. To this end, and
for the various steps to be harmonised, in-house leadership role is the precondition to attain
the desired goals and objectives of the Plan. MOEF will be in a better position to pursue a
cohesive strategy, apply clear priorities, select appropriate programme/project activities, and
to monitor/co-ordinate effectively with all other concerned ministries/agencies to maintain
ecological balance.

10.10 Public-Private Sector Co-operation

10.10.1 In recent years, industrial pollution as well as urban environmental condition has
been worsening. In this regard, co-operation between the public and private sectors is an
important input needed for environmental protection. There are four main areas, in principle,
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where public and private sector co-operation in industrial and urban pollution management is
possible:

a.

d.

Policies and guidelines : New policy initiatives will be duly introduced to curb the
current levels of industrial pollution and to bring it to a satisfactory level. This
package of new policy initiatives will contain a blend of improved guidelines and
standards; improved monitoring and enforcement of those guidelines and standards;
and the introduction of newer market-based policies such as changes in relative
prices; tax swaps and tradable discharge rights. The private sector will be vigorously
persuaded for its strenuous involvement in the shaping of these guidelines and
policies.

Information, technology and financial programmes to support pollution
abatement : Under the possible umbrella of the public and private sector co-
operation, encouragement will be given for unhindered dissemination of new
technologies to enterprises of all sizes. This may involve specific programmes to
promote clean technologies, improved energy efficiency through access to
information, and training and credit. Also, in the international arena, increasing
pressure to comply will be exerted on firms through inspection of quality standards,
since export companies who do not abide by the environmental standards will be
exempted from large export markets. Some form of cushion such as concessionary
credit requiring public funds may be needed for smooth adaptation of the change to
market solutions of pollution abatement.

Privatisation: Increased managerial and technical efficiencies as well as increased
environmental accountability to the public can possibly be obtained by the
privatisation of SOEs. This is likely as this will end the conflict of interest inherent in
SOEs in relation to their self-assumed regulatory roles. In turn, these changes will
provide incentives for SOEs to lower pollution intensities.

Municipal service delivery: Through the possible commercialisation, or even
privatisation of the concerned sector, more efficiency will be ensured in the delivery
of municipal services such as solid waste disposal, water supply and sanitation.
Across Asia, contractual use of the private sector services is becoming wide-spread in
all of these municipal service areas. Also in Bangladesh, new management approaches
involving the private sector will be scrutinised. However, in general, relevant policy
and legal issues will be within the realm of the public sector, whereas the actual
service delivery can increasingly be procured under competition.

10.10.2 The tools to achieve increased public-private sector co-operation are briefly
mentioned below with an eight-fold modality of programme implementation:

a.

Environmental standards and guidelines: From 1995, series of consultations took
place among the Department of Environment (DOE), and representatives of public
and private sector firms. Consequently, a forum for dialogue was initiated.
Continuation of this mode of work is vital, and hopefully, this attitude can further be
strengthened during the elaboration of the remaining set of sector-wise rules and
regulations. Moreover, the role of the Bangladesh Standard and Testing Institute
(BSTD) will be enhanced commensurate with its capacity to provide necessary
certification.

Incentive-based policies: A review of the present environmental policy framework
should be undertaken. This is to be done to see how a system of incentives, operating
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through the price and tax system, can be designed to expedite compliance with the
Environmental Protection Act and NEMAP. The government will establish close
contacts with its counterparts in other Asian countries to compile examples of
effective and efficient market-based policies. A framework for a joint government and
private sector review will be set up to lay out feasible solutions to distribute the cost
of pollution abatement and adoption of cleaner technologies in a rational way.

Access to information: While a more incentive-based environmental policy will be
developed, the government will emphasise to ensure continuous updating of basic data
on pollution levels, and perhaps, even firm-specific compliance, and that information
on these are available to the people. In this regard, close studies of recent experiences
from Indonesia, the Philippines and China will be undertaken for applicable lessons.
Awareness: For productive discussions on the industrial pollution issues, the
prerequisite for the private sector is to educate itself in replicable, common and
international practices on the subject. To achieve this, the private sector should spring
up a set of internal activities on environmental topics. These activities should be
designed to prepare the private sector for its role as a partner with the government in
policy formulation and implementation. Some of the issues to be studied and
discussed are : (i) the net financial implications of pollution abatement and improved
waste management; (ii) the need for information and incentives regarding investments
in cleaner technology; (iii) ways to introduce ISO 9000/9001/14000 into Bangladesh
ensuring compliance, and (iv) new business opportunities emerging from improved
environmental management. More concretely, since many firms will be required to
invest in cleaner technologies, both general awareness of the issues and specific
information on available options will be required. The Federation of Chambers of
Commerce and Industry and the other business groups should consult with their
international counterparts to establish a data-base in environment-related actions and
investments, including the following :

i. ways to conduct environmental audits;

ii. improving factory house-keeping;

iii. models for process modification;

iv. examples of smart product design and its adaptation in Bangladesh;

v. consolidation of inefficient units;

vi. methods for conservation and recycling of inputs; and

vii. methods for upgrading of energy systems.

Companies that want to get access to updated information on the international agenda
can also establish links with various green business networks such as ‘The Natural
Step’ and similar groups. The government assistance will be mobilised for work in
this area.

Voluntary compliance: Once firms become more aware of international efforts at
voluntary compliance, the process of modernisation should begin. Any company can,
and usually should, start with a simple EMS which reflects the character and
sophistication of that enterprise in relation to environment. As an enterprise gains
experience and upgrades its operations, it can seek ISO 14000 certification to
demonstrate that it has a high quality EMS in place. In many cases, this issue of
certification is critical or controversial and is at the very heart of discussions on trade
implications. It is possible that ISO 14000 certification may eventually become a
practical requirement for success in trading in a small number of sectors and markets,
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and it may also be a useful marketing tool for companies to demonstrate their
commitment to environmentally sound behaviour.

f. Financial incentives: Both large and small companies will need financial concessions
to afford necessary pollution abatement or process-change technology. Even access to
capital, whether or not at subsidised interest rates, may help some firms as commercial
banks may not be willing to lend for investments in pollution control equipment. In
these cases, the government will facilitate investment in clean technology through the
establishment of a ‘Green Fund’. The fund may ideally be handled through the
existing banking system, whereas, the screening of applications should be shared
between the public and the private sector. The screening criteria should seek to ensure
that the funding goes to companies that will have difficulty in finding regular bank
credit for environmental investments. The financing facility should be for a limited
time, say for five years. Several examples for such schemes can be found in SAARC
countries, drawing on both the World Bank and the Japanese support.

g. New business opportunities : Environmental concern does not only incur costs for
the private sector, it also opens up new business ideas. In the short run, various types
of environment-related services to manufacturing companies such as environmental
audits, engineering, import/export of environmental technology, environmental
assessment, and ISO certification are all expanding. In case of urban pollution,
possibilities for municipal service provision such as through the privatisation of
collection and management of solid waste can be promoted. The case of increasing the
application of renewable and more energy-efficient resources has a strong
environmental impact, but is generally unexplored in Bangladesh. In this backdrop, at
least five areas may be suggested for further studies and actions:

i. preparation of renewable energy development programme;

ii. a feasibility study and assessment of wind energy;

iii. a socio-economic survey of the photo-voltaic pilot project for the Rural
Electrification Board;

iv. assistance to Grameen Shakti’s photo-voltaic market development project; and

v. field visits and training of staff involved in renewable energy development.

This is another area where constructive co-operation between the public and private
sectors may yield important results. A public-private and donor cost-sharing approach
to technology demonstration and dissemination may be explored.

h. Cleaning-up of hot-spot pollution areas:
The operation of the Hazaribagh tanneries in Dhaka is considered a major provocateur
of environment pollution. In the path to improved co-operation, the government and
private sector will take this problem up as a test case. Rather than completely
relocating the tanneries, attempts will be made to set up one or more common
treatment plants. The prescribed actions to clean up Hazaribagh are :

i. The government
a. acknowledges the importance and relevancy of leather industry;
b. condemns the existing pollution levels i.e. leather industry;
c. directs the concerned ministries to produce a feasible solution to the problem;
d. ensures that, possibly through the Green Fund, part of the investment for a common
treatment plant will be financed;
e. recommends a practical financing arrangement defining public and private sector
burden-sharing in conjunction with the main stakeholders in the leather industry.
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ii. The leather industry:

¢ abhors the existing production environment;

¢ pledges full co-operation in the common plant solution;

¢ accepts the binding financial responsibility, i.e. paying the waste charges necessary
to finance the running of common plant(s); those who cannot afford the charges
should probably shut down ;

¢ seriously assesses the cost of cleaner technology and take a longer term view in
the profitability of the industry;

¢ informs and trains management staff and workers in environmental management.

iii. Media:
¢ shed light on the present situation, its health impact and ways to improve the
situation;
¢ mobilise the local community (residents, workers) to take active part in the
process to clean up the area.

Steps along these lines will encourage collaboration, prove both political and private
intentions and provide valuable experience for tackling other important, although perhaps less
urgent, pollution management issues in Bangladesh.

10.11 Areas of Special Concern

10.11.1 A special note has to be taken of the environmental damage caused recently at
Magurchara while exploring gas. Attention needs to be intensified on drilling for gas and oil
in offshore areas. Following ensuing exploitation of coal deposits in Barapukuria, Jamalgon;j
in Khalispir, hardrock in Madhyapara, and limestone at Joypurhat, special attention will have
to be given to avoid environmental loss or degradation. Similar attention should be there right
from now while extending roads and highways into the remote areas of the hill tracts
following establishment of peace in the area and setting up of tourist resorts in places like
Kuakata, Mujibnagar, Madhabkundu and Teknaf. Conscious preventive steps in all these
areas and cases will be in order in stead of mitigation of degradation after it takes place
because of implementation of projects prima facie designed in public interest.

10.12 General Remarks

10.12.1 There is feeding frenzy in the present global economy to ascertain higher exploitation
of resources, superior technological innovation, bigger markets and exponential profits.
Monetary and psychological pressures are pushing people in the developing and developed
parts of the world alike towards a blind profitability bereft of social costs or consideration.

10.12.2 There is a little opposition to a unified global economy but a little realisation about
its social and environmental disadvantages. The concept of unity has a symbolic. The ideals
of universal harmony and coming together have been accepted by all countries and have
come to fleet high goal of humanity. ‘One market’ implies community of mutual exchange
and co-operation and the ‘global village’ sounds like a healthy place of tolerance and living in
prosperity.

10.12.3  There is almost no recognition that economic unification and technological
uniformity are actually causing environmental destruction and the disintegration of
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communities. Rather than bringing people together, economic unification is fostering
divisiveness and creating a gap between the affluent and the lesser beings.

10.12.4 Information about the long-term effects of everything from uses of antibiotics to
dependence on fossil fuels tend not to reach the least developed areas. And the alluring
images in the media and advertising that are not accompanied by warnings about toxic
wastes, erosion of grove lands, acid rain, or global warming, nor do they secure rights to
choose - between the beneficial and the harmful.

10.12.5 As things stand now, we need to regain a balance between the local and the global
positions. Even though the phrase ‘think globally, act locally’ is uttered frequently these
days, the thrust of modernisation is mostly in the direction of globalization. Local cultures
and economies are disappearing at faster rate, taking animal and plant species with them.
Finding a sustainable middle path will necessarily involve active steps toward realisation of
these effects and decentralised production and decision making.



