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April 17
(Thursday)

April 18
(Friday)

April 19
(Saturday)

ITINERARY

1050
1245

1315

1430

1630
1845

2000

0800

1300
1530

1630

1730

1930
0800
0900

1100

Arrive Dacca from Calcutta (possibly
by charter aircraft) ]
Fou/ )

Briefing at McNamara's quarters aﬁtorran
Denness, van Nimmen) ‘

Lunch free

Meeting with Minister for Planning
and Planning Commission members

Meeting with Finance Minister
Meeting with President Zia

Dinner hosted by President Zia

Field trip with President Zia
Return to Dacca
St nce

Meeting with Minister for Health and
Family Planning

Meeting with Ministers for: Agriculture;
Power, Flood Control and Water Resources;
and Local Government and Rural Develop-
ment

Meeting with Ministers for: Jute;
Petroleum and Mineral Resources; and
Commerce

Dinner hosted by Finance Minister

Meeting with Minister for Industries

(Deputy Prime Minister)

Meeting with Minister for Education
+ (Prime Minister)

Departure for Calcutta/Katmandu
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I greatly appreciate the Jimd invitation to visit your (}9 ‘

country. This visit will be for me an opportunity to assess at first

o e ——

hand the progress achieved so far and the problems and prospects for

economic development.

g | TP

This is my third visit to Bangladesh since Independence.

We, at the World Bank, take pride in having been associated with your

efforts to develop your economy sin wi%f. The nk hasﬁ?o far com-
/M/Yﬁ

f mitted a total ofn$41244 millionAFo assist’some 50 mrojects in the key

sectors of Bangladesh's economy--agriculture, transport, electric power,

water supply, industry and poulation planning. S 3 iITion of

i ount has come fi ‘ ' Ssociation

o

—whieh-provides interest-free-loans on Very long-terms. We have helped

to organize the Bangladesh Aid Gféﬁﬁ to coordinate development assis-

tance from several donors.

Much has been achieved by Bangladesh in the last eight years.
? But much more needs to be done. There is an urgent need to increase

‘1 f-“‘" M}‘*ﬂ ?"L/f 4

{ food productlon and employment opportunltles,hparticula y in the rural
1 areas. The potential is thére. Bangladesh is currently engaged'in the
task of reappraising its past development strategy and preparing the
Second Five-Year Plan focusing attention on the key development issues.
We, at the World Bank, are ready to assist you in the immense task of

! ; improving standards of living of the people of Bangladesh.

-
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PROGRAMME

FOR
THE VISIT OF

H. E. MR. ROBERT S. McNAMARA

PRESIDENT OF THE WORLD BANK GROUP
TO

BANGLADESH

(April 17-19, 1980)



H. E. Mr. Robert S. McNamara, President of the
World Bank Group.

MEMBERS OF THE ENTOURAGE

Mr. W. David Hopper, Vice-President, South
Asia Region, World Bank.

Mr. C. K. Coch-Weser, Personal Assistant to
Mr. McNamara.
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ACCOMMODATION

State Guest House (Padma)
Magbazar, Dacca.

Tele :407917
407919
407932
407936




7

PROGRAMME

THURSDAY, THE 17TH APRIL, 1980

- Time

1050 Hours

1300
1430

to
1615

1630

1845
2000

3

33

5 ]

2

~ Schedule
Arrive Dacca by Special Biman flight.

Quiet Lunch.

Meeting with Hon’ble Minister for
Planning.

Meeting with Hon’ble  Minister for -

Finance (at State Guest House).

Courtesy Call on Hon’ l_)le President.

Dinnér by Hon’ble President. ..




3

FRIDAY, THE 18TH APRIL, 1980
Time  Schedule

0800 Hours Leave for Cox’s_ Bazar bjf Plane/
Helicopter to visit a Canal Digging
Project (Lunch at Cox’s Bazar).

Return to Dacca.

Meeting with Hon’ble Ministers for
Agriculture, Power, Water Resources
& F. C. and, L. G. R. D. & Co-
operatives (in the office of Hon’ble
Minister for L. G. R. D. and Co-
operatives).

Meeting with Hon’ble Ministers for
Jute, Petroleum and Mineral Resour-
ces and Commerce (in the office
of Hon’ble Minister for Commerce).

Meeting with Hon’ble Minister for
Health and Population Control and
Hon’ble State Minister and Hon’ble
Dy. Minister for Health and Popula-
tion Control.

Dinner by Hon’ble Minister for
Finance (Hotel Intercontinental,
Dacca).

1500
1600 ,,

1700 ,,

1800 ,,

2000 ,,

9
SATURDAY, THE 19TH APRIL, 1980,
Time Schedule
0800 Hours Meeting with Hon’ble Dy. Prime

Minister In-Charge of Ministry of
Industries.

0900 ., Meeting with Hon'ble Prime Minister.
1030 ,,

1200 (Noon) Depari Dacca by BG-491.

Press conference at Stat;a Guest House.
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IMPORTANT TELEPHONES

MINISTRY OF FINANCE
EXTERNAL RESOURCES DIVISION
PABX 315011—29

Name

Hon’ble Dr, M. N. Huda,
Minister for Finance.

Office
404855

Hon’ble Mr. Atauddin Khan, 404078

Minijster of State for Finance.

Mr., A.M.A. Mubhith,
Secretary, ERD,

Mr. Shafiul Alam,

Addl Secretary, ERD.
Mr. M. Lutfullahil Majid,
Joint Sectretary, ERD.
Mr. M. A. Matin Laskar,
Private Secretary,
Minister for Finance.

Mr. Abu Saleh,

Section Officer, ERD.
Mr. Abdul Awwal,

Public Relations Officer.
Mr. Sk.M. Abdul Mannan,
Protocol Officer, ERD.

314162
318871
318188

404953

317536
317930

317535

Residence
313316

313331
318222
318923
317307

311243

283607

317793

11

WORLD BANK RESIDENT MISSION
222, New Eskaton Road, Dacca.

Tele: PABX Nos. 400003—5

Name Office Residence

Mr. Alexander Storrar, 405583 301352 ..
Chief of Mission.

Mr. Alan Denness, 405405 300822
Deputy Chief of Mission.

Mr. Armand Van Nimen, 406251 301860
Senior Economist.




6.

12
OTHER TELEPHONES

Name Office

Hon’ble Mr. Shah Azizur 404010
Rahman,
Prime Minister.

252100
242111

Honb’le Mr. Jamaluddin
Ahmed, .
Deputy Prime Minister.

Hon’ble Prof. Md. Shamsul 404008
Haque , :
Minister for Foreign Affairs.
Hon’ble Dr. Fasihuddin 314086
Mehtab,

Minister for Planning.

Hon’ble Mr. Abdul Halim 404170
Choudhury,

Minister for LGRD and
Co-operatives.

Hon’ble Mr. Nurul Islam, 404149
Minister for Agriculture 404282
and Forests.

Residence

404100
281596
403315
401388

403748

301018
303045

7.

10.

11.

12,

13

Name Office
Hon’ble Kazi Anwarul 404263
Haque, 404188

Minister for Power, Flood
Control and Water
Resources.

Hon’ble Mr. Akbar Hossain, 404051
Minister for Petroleum and 404280
Mineral Resources,

Hon’ble Mr. M. Saifur
Rahman,
Minister for Commerce,

404255

Hon’ble Mr. Abdur Rah- 258150
man Biswas, 281023
Minister for Jute.

Hon’ble Prof. MLA. Matin, 404260
Minister for Health and 404082
Population Control,

Mr. S.A.M.S. Kibria,
Secretary,
Ministry of Foreign Affairs.

252050
282967

Regidence

311248

302275
304012

302485
302026

404044

460424
402445

310397




13,

14.

15.

. 16,

14
Name

Chief of Protocol, ]
Ministry of Foreign Affairs.

Mr. Khan-e-Alam Khan,
Commissioner,
Dacca Division.

404204

242775

Militery Secretary to the 404191
President.

Mr. Farug Ahmed,
Private Secretary to
the President.

404123

Office Residence

400249

404303

259068

—
-

© ® N e ;R w N

10,
11.
12,

15
MISCELLANEOUS

Bangabhaban (Exchange)

Dacca Airport (Exchange)
Bangladesh Biman (Airport)
Police Exchange

Police Control Room

P. G. Hospital

Dacca Medical College Hospital
Holy Family Hospital

Central Transport Pool

Time Enquiry
Overseas Calls
Hotel Intercontinental

. 400141-—9
. 310151

. 312111

. 24423139
. 244444

. 255194—99

254171—75

. 400011—3
. 242209

281734

. 14
. 102
. 252911—19




|
NOTES S

H. E. Mr. Robert S. McNamara, President of the
World Bank Group.

MEMBERS OF THE ENTOURAGE

Mr. W. David Hopper, Vice-President, South
Asia Region, World Bank.

Mr. C. K. Coch-Weser, Personal Assistant to
Mr., McNamara.
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background

DOH ~ Bangladesh

depariment of sicie = deoamber 1973

PEOPLE

* Bangladesh (literally “Bengal Na-
tion’) is the world’s eighth most popu-
lous_nation. Conservative projections
show its population doubling by the
end of this century. Average density is
about 525 people per square kilometer
(A similar density in

(1,530 sq. mi).
the United States would have all of the

present world population living in the
continental U.S.) The areas around

Dacca and Comilla are the most
densely settled; the Chittagong Hill
tracts in the southeast and the
Sundarbans forest areas in the south-
west the least.

Citizens of Bangladesh are called
Bangladeshis. About 98 percent of the

OFFICIAL NAME:

population belong to the Bengali
ethnic group and speak Bangla (for-
merly called Bengali). Urdu-speaking
non-Bengali Muslim immigrants from
India and various tribal groups make
up the rest. English is still used in
urban centers and among the
educated.

4

HISTORY

Although it is a young nation,
Bangladesh has a rich historical and
cultural past. The geographic region of
East Bengal has been a racial and
religious melting pot for successive
influxes of disparate peoples — Dravi-
dians, Aryans, Mongolians, Arabs,
Persians, and Turks. Buddhist and

e ——————

People’s Republic of Bangladesh

indu dynasties gave way to Muslim

_rule about 1200 A,D.
The influence of Islam played a

PROFILE

People

POPULATIOiI.Iion 978 est.).
ANNUAL GROWT RATE (1978
est.). ETHNIC GROUPS: Bengali 98%,
tribal, Muslim, non-Bengali immigrants from
India. RELIGIONS: Muslim 85%, Hindu
14%, less than 1% ristian, Buddhist,
animist. LANGUAGES: Bangla (official),
English. EDUCATION: Years compulsory—

Percentage atrendanc@ Literacy—

. HEALTH: Infant mortality rate—140
per 1,000 (US-17/1,000). Life expectancy—

(18 WORK FORCE (26.2 million):
Agriculture—T78%. Industry and com-
merce—8%. Service—14%.

Geography

AREA: 142,775 sq. km. (55,54
mi.); slightly smaller than _Wis, CITIES:
Capital-Dacca (pop. 2 million); Chittagong
(890,000), Khulna (437,000), Narayanganj

—

(241,000). TERRAIN: Flat. CLIMATE:
Tropical monsoon.

Government

TYPE: Presidential. DATE OF _IN-
: Dec. 16, 1971. CON-
STITUTION: Nov. 4, 1972. BRANCHES:
Executive—President. Legislative—Parlia-
ment (to be elected). Judicial-Supreme
Court. POLITICAL PARTIES: 20 permittec
to function. SUFFRAGE: Universal over
18. ADMINISTRATIVE SUBDIVISIONS:
19 Districts. DEFENSE AND POLICE: 11%
of national budget (1978). FLAG: Bright
red circle on dark green field.

Economy

GDP: $7.2 billion (FY 1978). ANNUAL
GROWTH RATE: 8% 1978). PER
CAPITA INCOME: PER CAPITA
GROWTH RATE: 6% (FY 1978).

AGRICULTURE: Land 66%. Products—
rice, jute, tea, sugar, wheat. Percentage of

GDP-60. ‘
’f’ e L’_ - ;Y}' 2o \ w‘-“#"/i o4l q = !
Fe ML 1) 58Y v ™0

Jute goods, jute,
ners (FY 1977)-US, UK,

INDUSTRY: Products—jute goods, tex-
tiles, leather, sugar, fertilizer, paper, phar-
maceuticals. Percentage of GDP; 8.

NATURAL RESOURCES: Natural gas.
TRADE (1978): Exports—$497 million:
tea, leather, seafood. Part-
Italy, Pakistan,
USSR, Mozambique. Imports—$1.3 billion:
foodgrains, fuels, raw cotton, yarn, manu-
factured goods. Partners (FY 1977)-US,
USSR, Japan, United Arab Emirates, UK.

OFFICIAL EXCHANGE RATE: about

15 taka=US$1 (linked with British pound).

IC AID RECEIVED: Total-

$6.2 billion (Dec. 1971-June 1978) com-

mitted, US aid-$1.275 billion (Dec.
1971-June 1978).

MEMBERSHIP IN INTERNATIONAL
ORGANIZATIONS: UN and its specialized
agencies, Asian Development Bank, Com-
monwealth of Nations, IMF, World Bank
Group (IBRD, IFC, IDA). & L

‘JZ'\/’ ’f[«'\} }.u, e ‘[{ﬁ )‘”\ { Z

R R v

b
..

Aa”

/)
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crucial role in the area’s history as a
modern political state. Although the
local population gradually came to
accept the religion of the Muslim
conquerors, Bengal’s remoteness and

rabad

WJamélpur

Mymensing|
b4
‘Madhupur

Bangladesh

= International boundary
®  National capital
~——— Railroad
Road
+ International airport

Bourdury representatian 15
ol mecessarily suthoritative

inaccessibility made it difficult to
control. This situation changed with
the arrival of the British. During the
18th and 19th centuries the British
gradually extended their commercial

Bay of Bengal

contacts and political alliances beyond
Calcutta.

Despite British successes, the late
19th century saw the rise of the Indian
nationalist movement. Antagonisms




between the Hindu and Muslim
Bengalis became apparent. The Muslim
League was founded in Dacca as an
alternative to the Hindu-based Indian
National Congress. In 1909 the British
established separate electorates for the
Hindu and Muslim communities
throughout colonial India.

Although the subsequent history of
the nationalist movement involved
some Hindu-Muslim cooperation,
intercommunal friction increased in
the 1920‘5, and by the late 193Q’s.the
Congress and the Teague-wese-stzongly

opposed political forces. The _two-
nation theary, which held that the
Muslims of the subcontinent must

have a homeland separate from that of

the Hindus, gained increasing cur-
Tency.

In 1940 the All-India  Muslim
League passed the Lahore Resolution,

which declared that ‘‘the areas in
which the Muslims are numerically in
the majority, as in the northwestern
and eastern zones of India, should be
grouped to consti i

states” in which the constituent units
should be autonomous and sovereign.”
The Muslim League, campaigning on a
“Pakistan’ platform, won the majority
of the Muslim seats contested in

Bengal in the 1946 elections. When

India gained its independence on
August 14-15, 1947, Bengal was

Punjab in the west of the sub-
continent). Predominantly Hindu West
Bengal was incorporated into India,
while the Muslim majority East Bengal
and the Sylhet District of Assam

formed the eastern Province of
Pakistan,
Movement for Autonomy

In the years following independ-
ence, notable economic development
took place in East Pakistan. Factories
were built to process agricultural
products such as jute, which formerly
were processed in Calcutta. By com-

parison with West Pakistan, however,
mmms to politi-
cal problems imposed by distance and
cultural and linguistic differences
between East and West Pakistanis.

In the early 1950, Bengalis
successfully agitated for coequal status
for Bangla, with Urdu as an official

language. By the 'mid-1960"s, seeming
disparities between the East’s and

West’s share of development expendi
T e T fha e
ftfgiina___m_m:eWum-
ment and gave impetus to a movement

in the East for provincial autonomy as
a means of redressing these im-
balances. In_1966 Sheikh Mujibur
Rahman (known as ‘IMuJiE“i, Presi-
dent of the East Pakistan Awami
(People’s) League, e a leader

and was subsequently arrested for his
political activities.

Publi of Mujib helpe

coalesce Bengali opinion against the
Ayub Khan government (1958-69).
Civil unrest m both parts of Palustan
for
office in March 1969.

Ayub’s successor, Gen.

Agha

Mohammad Yahya Khan, vowed to
return the nation to democratic rule
by civilians. A new Constitution was
to be drafted which would grant con-
siderable autonomy to the Provinces,
especially to East Pakistan.

In the 1970-71 electlons Mu_ubs

the AT VOTLE 7 of the 169
seats ﬁfotted East Pakistan in the
proposed 313-seat National Assembly.
It also won 288 of 300 seats in the
proposed East Pakistan Assembly.
The_political leaders of East and
ista e
to_ reconcile their differences over
fundamental constitutional questions
relating to division of power between
the central government and the
Provinces. On March 1, 1971, t
oposed Nation

e i T

massive civil disobedience movement
in East Pakistan, -minute
efforts at negotiation failed, the army

ress Bengali dissidence on

the night of March 25:26-Mujib-was
arrested, his party banned, and most

aides forced to flee to India,
where they organized a provisional
government.

In the ensuing strife between the
Pakistan Army and Bengali insurgents
(Mukti Bahini or “Liberation Army”),
an estimated 10 million Bengalis
JIndia, and countless others were dis-
placed within East Pakistan. Following
months of escalating tensions between
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India and Pakistan and despite appeals
by third parties for restraint, open
hostilities began in late November. On
December 16, 1971, Pakistani for
mﬁma&m-mmﬁ
Heavily war-damaged nation of
Bangladesh emerged.

GEOGRAPHY

Bangladesh is a low-lying riverine
country of South Asia on the northern
edge of the Bay of Bengal. It is
surrounded on three sides by India.
The irregular border, some 2,400 kilo-
meters (1,500 mi.) long, is not based
on any natural feature of the land-
scape but was demarcated according to
political considerations in 1947. The
country also shares a 193-kilometer
(120 mi,) frontier with Burma in the
southeast, Its marshy coastline is
about 600 kilometers (370 mi.) long.

The land is a chiefly deltaic, alluvial

lain formed by the confluence of the
‘rost Gangss T Frilizmggutza Rivers,
the Meghna, and their tributari ills
me—pmﬁ"o’m}m; the

Chittagong Hill tracts in the southeast
and in the Sylhet District in the
northeast.

Located at about the same latitude
as The Bahamas, Bangladesh has a
tropical monsoon climate. The average
temperature is 29°C (84°F), with
some seasonal variation. It has one of
the highest annual rainfalls in the
world, averaging 215 centimeters (85
in,) in the northeast. Since much of the
country is partially submerged or
subject to flood during the rainy
season, land travel can be difficult;
boats are thus the lifeblood of its
transportation system.

GOVERNMENT AND POLITICAL
CONDITIONS

On March 26, 1971, shortly after
the Pakistan Army’s crackdown,
Bengali nationalists declared an in-
dependent People’s Republic of
Bangladesh. Following the capitulation
of Pakistani forces in December, the
Government of the People’s Republic
of Bangladesh was installed in Dacca.
When Sheikh Mujibur Rahman
returned to Dacca from imprisonment
in Pakistan in early January 1972, the
government was reconstituted with
Mujib as Prime Minister and Justice
Abu Sayeed Choudhury as President.



Sheikh Mujibur Rahman
. On November 4, 1972, the Con-
stituent Assembly adopted a Con-
stitution which incorporatedm
principles of state policy—
nationalism, secularism, soci: , and
democracy—and pm\nded for a
315-seat Parliament, The government
was nominally headed by the Presi-
dent; actual executive authority was
exercised by the Prime Minister. The
independent judiciary included a Chief
Justice and a Supreme Court divided
into Appellate and High Court Divi-
sions, with the Appellate Division
functioning as a constitutional court.
The courts could not take any action
that would interfere with the im-
plementation of Socialist programs or
development work, or otherwise be
“harmful to the public interest.”” The
new Constitution was signed and
entered into effect on December 16,
1972, and the first parliamentary elec-
tions were held in March 1973.

The Bangladesh Awami League was
organized in 1949 and for many years
was in major opposition to the ruling
Muslim League in Pakistan. After 1972
the Bangladesh Awami League existed
as a mass party unifying a variety of
disparate elements under the umbrella
of Bengali nationalism.

None of several other political
parties functioning during 1972-75
was able to duplicate the organiza-
tional structure or the broad-based
membership of the Awami League.
Right-wing parties had been banned
since December 1971 for collaborating
with the Pakistan Government. On the
left, the pro-Soviet Bangladesh Na-
tional Awami Party (also known as
NAP/Muzaffar after its president,
Piofessor Muzaffar Ahmed) and the
traditional pro-Soviet Communist
Party (CPB) joined with the govern-

ment in a United Front in 1973."
The Peking-oriented National

Awami Party (NAP/B) of populist
patriarch Maulana Bhashani and the
National Socialist Party (JSD) were
vocal.in criticizing the government but
were unable to mobilize enough popu-
lar support to threaten the Awami
League parliamentary majority in the
1973 election.

The Bangladesh Government,

relying heavily on experienced civil
servants and members of the Awami
League, focused on relief, rehabilita-

.coup took place o

tion, and reconstruction of its war-
ravaged economy and society. By the
end of 1974 Prime Minister Mujib
“determined that the deteriorating
economic situation and civil disorder-
were_such._that_severe measures-were
necessary. Upon his advice, President
Mohamadu]lah who had succeeded to

office after President Choudhury,
resigned in December 1973 and

proclaimed a state of emergency in

On January 25, 1975, the Fourth
Amendment to the Constitution
created a Presidential system and
allowed for the establishment of a
one-party state. AlL political parties

ere the ed and a single new
party created, the Bangladesh Krishak
Sramik Awami League (BAKSAL, or
Peasants’, Workers’, and People’s
Party). The judicial system and the

Administration was held by General
Zia, who continued the ban on politi-
cal parties. In the meantime, sub-
stantial efforts were made to bring
order and responsiveness back to the
demoralized bureaucracy, begin new
economic development programsy and
emphasize family planning programs.

In July 1976, the Martial Law

Administration allowed-thereorganiza-
tion of political parties under strict

government guidance. Eventually 21

parties were sanctioned, and electoral
rolls were prepared for the parlia-
mentary elections scheduled for
February 1977. However, before
active political campaigning could
begin, President Sayem on November
21 postponed the elections indefi-
nitely, citing continuing border
troubles with India and the prolifera-
tion of political parties. On November

Parliament were modified, and Mujib
assumed i These changes
were called the “Second Revolution.”

In the subsequent 6 menths,
economic measures taken by the gov-
ernment began to take hold, and the
inflation rate lessened. Other promised
reforms of a political nature were slow
in being implemented, however, and as
authority became increasingly
centered in the President, criticism of
government policies was focused on
Mujib,

Mujib was killed by army officers in

st 1975 p, and the govern-
ment fell. Political activity was
banned, and the leaders of the coup
initiated reforms. Another milit
ovember 3; 4
e
days later anot ce,
and Chief of Army Staff Gen. Ziaur
Rahman (Zia) emerged as the leader.
He pledged the army’s obedience to
the civilian government headed by
Chief Justice A.S.M. Sayem.

President Sayem declared himself
Chief Martial Law Administrator and
appointed the three heads of services
as Deputy Chiefs, He also replaced the
Cabinet with an advisory council
composed of a group of politically
uninvolved senior civilians. Parliament
was dissolved, and new elections were
promised by February 1977.

Maj. Gen. Ziaur Rahman
Although President Sayem retained

the civil authority after November 7th,
the real power in the Martial Law

30, 1976, General Zia declared himself
Chie ia inistrator.
General Zi lidated his autho-
rity further on April 30, 1977 w
was named President after President
Sayem retired. Soon after assuming
the Presidency, Zia pomised national
elections by December 1978,
announced a 19-point program for
economic developments, and declared
that he would seek public approval of
his programs through a nationwide
referendum. On May 30, after exten-
sive campaigning throughout
Bangladesh, Zia and his program
received an overwhelmingly favorable
vote, Immediately after the refer-
endum, Zia named Abdus Sattar, a
Supreme Court Justice, to be Vice
President.

In late 1977, President Zia began
dismantling the Martial Law Adminis-
tration by establishing civilian review
of summary martial law courts and
abolishing the position of Deputy
Chief Martial Law Administrator.

In the spring of 1978, Zia met with
a fwtliit\m_rlf_try_(aj_gghn:ilﬁmman
attempt to form liti-
mﬁm the
Jatiyabadi Ganotantrik Dal (Nation-
alist Democratic Party), known as
JAGODAL, had been formed earlier to

Zia’s
although this was never stated ex-
plicitly and he did not become a
member, A number of Zia’s Cabinet
members became top party organizers.
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On April 21, Zia used his martial
law authority to announce that a
Presidential election would be held on
June 3 and that open politics would be
allowed in phases beginning April 24,
In early May, Zia was nominated for
President by a political front, the

Jatiyatobadi (Nationalistic) Front—
composed of JAGODAL, representa-
tives from the conservative Muslim
League, and several leftist parties.
Retired General M.A.G. Osmani, com-
mander of the Liberation Forces in
1971 and later a member of both
Mujib’s and Mushtaque’s cabinets, was
nominated for President by a rival
group. Their front, the Ganotantrik
QOikiyo Jote (People’s Democratic
United Front), consisted essentially of
the Awami League, the National
Awami Party/Muzzafar, and indi-
viduals from the previously banned
Communist Party of Bangladesh.

The brief Presidential election,
primarily between Zia and Osmani,
became a debate over whether Presi-
dent Zia’s rule should be continued or
whether immediate parliamentary elec-
tions should be held. Zia wo
election, receiving approximately 76
percent of the vote to Osmani’s 22

PETCENL DL LIS VoS
percent. Stable food prices following

good harvests and public satisfaction
with domestic stability under his
government probably contributed to
Zia’s victory. Parliamentary elections
remain scheduled for December 1978,

Principal Government Officials

President; Minister of Defense, Fi-
nance, Science and Technology—
Maj. Gen. Ziaur Rahman

Vice President and Minister of Jus-
tice—Justice Abdus Sattar

Senior Minister and Minister of Roads
and Railways—Moshiur Rahman

Foreign Minister—Shamsul Huq

Planning Minister—M.N. Huda

Ambassador to the UN—K.M. Kaiser
Ambassador to the U.S.—Tabarak
Husain

Bangladesh maintains an Embassy
in the U.S. at 3421 Mass. Ave. NW.,
Washington, D.C. 20007 (tel
202-337-6644), and a Consulate Gen-
eral at the Bangladesh Mission to the
UN, 130 E. 40th St., N.Y., NY. (tel.
212-686-5233), '

ECONOMY

Bangladesh is one of the world’s
poorest countries. It suffers from pres-
sures caused by a dense and rapidly
growing population, low agricultural
productivity, and chronic food deficits
which result in widespread malnutri-
tion. Its monsoon climate is erratic,
and the great rivers which traverse the
country are subject to periodic un-
controlled flooding. Transportation,
communications, and other elements
of the nation’s infrastructure are poorly
developed. Except for abundant natu-
ral gas, Bangladesh has few mineral
resources, Its industrial base is both
weak and inefficient. Bangladesh’s
exports, primarily jute and jute

¢ inance only about 40

products,
perc f i qui nts, and
the nation depends heavily on foreign
aid to pay for imports and other costs.
After independence in 1971,
Bangladesh faced the immense task of
establishing its own economy while
attempting to recover from the ravages
of its war of liberation and the dis-
astrous effects of a cyclone and tidal
wave which struck in 1970. National-
ization of the most important in-
dustries, a serious famine in 1974, and
hyperinflation compounded its prob-
lems, Since 1975—as a result of
successful financial stabilization
measures, a larger role for the private
sector, favorable weather, and
improved agricultural policies—the
economy has begun to recover, infla-
tion has been brought under control,
and growth, especially in agriculture,
has begun to take place. The govern-
ment’s 2-year plan for 1978-80 stresses
rural development. However, strenu-
ous efforts will be required for the
country to keep abreast of the serious
problems that remain.

Agriculture and Development

Growth of agriculture, from which
90 percent of all Bangladeshis earn

their living, is the key to economic
gg\@iggmgm. Bangladesh has fertile

soil and ample water, and the major
crop, rice, can be harvested three times
a year, The country has great potential
for i roduction through
adequate price incentives, more in-

tensive flood-control and irrigation
measures, and the use of fertilizer and

labor-intensive, high-yield varieties of
grain,

Since 1974 a stragety using these
elements has achieved promising re-
sults, Although per capita foodgrain
production has not yet reached 1970
T_E_ve_l@ a record crop of over 13 million
tons was harvested in 1977-78. Agri-
cultural growth and the __aghjwt
of self-sufficiency in foodgrains can
boost rural income and eliminat e
need for grain impaorts, which have run
at the rate of 1.5 million tons annually
in recent years.

Higher rural income will also
generate additional job-creating
economic activity such as small-scale
industry and food processing. Ac-
celerated agricultural growth requires
major efforts to improve rural infra-
structure and increase availability of
extension services, credit, and
fertilizer, especially to small sub-
sistence farmers who are not currently
realizing their potential., Parallel ef-
forts are also needed to develop addi-
tional nonfarm jobs. Because land is
fragmented into tiny,-inefficient plots
and because up to half of all rural
families are landless, agriculture alone

cann expected to absorb
Bangladesh’s growing ranks of
unemployed.

TRAVEL NOTES

Climate and Clothing—Lightweight
clothing for most of the hot, wet period;
mediumweight clothing for the short
winter (Dec.-Feb.).

Customs— All visitors must have visas and
smallpox and cholera immunizations
prior to arrival. Health requirements may
change, Check latest information.

Health—Adequate medical facilities
generally available in Dacca. Pharmacies
capable of meeting some prescription
needs. Typhoid immunization and
malaria suppressants recommended, not |
| required.
Telecommunications—Adequate internal
and external telephone, telegraph, and
mail service. Bangladesh is 11 standard
time zones ahead of the Eastern U.S,

Transportation—Limited railroad service;
adequate road transport to major cities;
river transport poor. Airline adequate.
Roads crowded.




Industry

. Bangladesh’s largely nationalized
and inefficient industrial sector pro-
duces less than 10 percent of the gross
domestic product, Jute goods—mainly
burlap and carpet backing—is the
major industry and the nation’s main
foreign-exchange earner. Poor manage-
ment, unreliable supplies, and syn-
thetic substitutes have kept profits
down. Lower production costs and
improved marketing and research are
needed to preserve this important
industry. Cotton textile spinning and
weaving, using imported cotton, is the
second largest industry. Fertilizer,
tanning, pharmaceuticals, paper, and
chemicals are other significant sectors.
Except for jute and leather, most
industries produce mainly for the
domestic market and enjoy high tariff
protection. Pharmaceuticals are the
most dynamic sector, and several
foreign companies have invested in this
field. The government encourages
private domestic and foreign invest-
ment, but it maintains control over the
major sectors such as jute, textiles, and
sugar. The government offers special
incentives to export-oriented industries
to reduce its balance-of-payments
problems.

Natural Resources and Power

Bangladesh has substantial quanti-
ties_of patural gas. Total reserves in
one offshore and eight inland fields are
conservatively estimated at 255 trillion
liters (9 trillion cu. ff.). Two fertilizer
plants using natural gas are now
operating, another is under construc-
tion, .and a fourth is being studied.
Bangladesh has the potential for other
petrochemical industries as well as for
power plants using natural gas,
Bangladesh’s 1977-78 petroleum
imports were about $165 millien—
about 33 percent of its foreign ex-
change earnings. No domestic oil has
yet been discovered, although a num-
ber of offshore wells have been drilled
by foreign companies in recent years.

Bangladesh has ample electric
power from a large —l'lgfd‘rmﬁic
facility at Kaptai (on the Karnaphuli
River) and various gas-fueled thermal
plants. The government has launched a
rural electrification program, and an
interconnector will be built across the

Jamuna River to link separate power
grids in the east and west zones.
Natural gas, limestone, and deep-lying
deposits of coal, which are difficult to
exploit, are Bangladesh’s only known
mineral resources.

Trade and Aid

To overcome its large trade gap and
reduce dependence on aid, Bangladesh
is stressing the development of
export-oriented industries. In recent
years skilled and semiskilled workers
have become an important ‘“‘export,”
and remittapces from Bangladeshis
working abroad, especially in the
Middle East, are a fast-growing sousce

of foreign exchange, The United States

is Bangladesh’s largest trading partner.
It buys about 8§70 million of
Bangladesh’s exports annually, mainly
jute carpet backing and sacking, and
exports large amounts of wheat,
cotton, edible oil, and tallow to
Bangladesh, largely under AID and
other donor financing.

Because of its underdevelopment,
extreme poverty, and weak export
base, Bangladesh has received over
$6.2 billion in aid since 1971 from all
major governmental and private
donors. Most large donors, except the
Socialist countries and OPEC nations,
participate in the Bangladesh Aid
Group, which is led by the World Bank
and meets periodically with
Bangladesh Government officials to
review development performance and
aid levels. As of June 1978 the United
States had provided $1.275 billion for
development to Bangladesh. In addi-
tion to food aid programs under Titles
1, II, and III of Public Law 480, which
are designed to help Bangladesh meet
minimum food requirements and
promote food production, U.S. aid

FOREIGN BUSINESS
INFORMATION

For information on foreign economic
trends, commercial development, pro-
duction, trade regulations, and {tariff
rates, contact the Bureau of Export
Development, US Department of Com-
merce, Washington, DC 20230. This
information is also available from any of
the Department of Commerce district
offices located throughout the US.

stresses agricultural research and devel-
opment, fertilizer, irrigation, health,
rural electrification, and family
planning.

FOREIGN RELATIONS

Bangladesh follows a mnonaligned
foreign policy. The government’s
initial foreign policy objectives have
been almost entirely realized: to
secure recognition of the new, state
and government; to establish diplo-
matic ties with foreign countries im-
portant to Bangladesh; to obtain
membership in important international
organizations and associations; and to
enlist international support for relief,
rehabilitation, and economic develop-
ment efforts. Bangladesh was admitted
to the UN in 1974, and Bangladeshi
officials regularly attend international
conferences, particularly those
concerning population and food.

India

Bangladesh has natural ties of geog-
raphy, culture, and commerce with
India. During and immediately after
the Bangladesh liberation siruggle in
1971, India actively supported the
East Bengali nationalists, assisted
Tefugees from FEast Pakistan, helped
bring about the independence of
Bangladesh, and furnished generous
relief and reconstruction aid. Both
countries place a high value on the
continuity of strong relations;
however, relations between the two
entered a period of uncertainty after
Sheikh Mujib was overthrown and
killed in August 1975.

The two countries have been
working together on problems of
common concern, A permanent Joint
River Commission of experts of both
countries was established to survey the
common river system and devise
flood-control and water-resource
management measures. In September
1977 the two governments signed a

S-year interim agreement appostioning
the waters of th a

Barrage, a newly commissioned instal-
lation in India just west of the Indo-
Bangladesh border. According to the
interim agreement, both governments
will consider jointly permanent pro-
posals to augment the flow of water in
the Ganges River.



The demarcation of the marine
boundary between the two countries
J-_--h Y e
remains an unresolved issue, Since

control over areas with potential oil
deposits hangs in the balance, the
determination of the boundary has an
economic significance for both coun-
tries. Border skirmishes in the north
and east have also contributed to
tension with India.

Pakistan

After an initial period of hostility,
several important developments in
Bangladesh-Pakistan relations took
place in 1973-74. Under the New
Delhi agreement of August 28, 1973
between India and Pakistan, sub-
stantial numbers of individuals
stranded in the 1971 war, including
some 90,000 Pakistani prisoners of
war, were repatriated. In February
1974 Sheikh Mujibur Rahman visited
Lahore, Pakistan, for the Islamic Sum-
mit Conference, where the announce-
ment of mutual recognition by
Pakistan and Bangladesh was made.

During 1973-74 the UN High Com-
mission for Refugees organized an
airlift, funded by the international
community, in which 240,000 persons
were moved across the subcontinent:
Bengalis from Pakistan to Bangladesh
and non-Bengalis from Bangladesh to
Pakistan.

Bilateral issues remaining between
the two nations include the fate of
approximately 300,000 non-Bengali
Muslims. Sometimes called ‘“‘Biharis,”
(since they came in 1947 from India—
particularly the northern State of
Bihar—to then East Pakistan), many of
these people chose Pakistani citizen-
ship after the 1971 war but still
remain in Bangladesh. The division of
the assets and liabilities of undivided
pre-1971 Pakistan also remains an
important unresolved question. Since
diplomatic relations were established
in October 1976 and ambassadors
were exchanged in January 1977, rela-
tions. between the two countries have
improved.

Soviet Union

The U.S.S.R. supported India
during the 1971 Indo-Pakistan war and
was one of the first countries to
recognize Bangladesh. The U.S.S.R.
has also been an important contributor

of relief and rehabilitation aid, pro-
viding among other things salvage and
minesweeping assistance to clear the
port of Chittagong. U.S.S.R. com-
mitments, both for relief and eco-
nomic development activities, have
totaled over $100 million, The Soviet
Union has also been active in the
information and cultural fields and
twice entertained Sheikh Mujibur as an
official visitor to Moscow. Since
Mujib’s assassination, the Soviet press
has been critical of developments in
Bangladesh, but the Soviet and Bangla-
desh Governments have maintained
normal relations.

People’s Republic of China

The People’s Republic of China
extended recognition to Bangladesh
after the August 1975 coup.Md
SAppopad fLe owsiall_batition
during the Indo-Pakistan war in 1971.
In early 1976, however, diplomatic
missions were opened in the P.R.C.
and Bangladesh. Subsequently, the
two countries have enjoyed friendly
relations, Trade and cultural exchanges
have occurred, and the Chinese have
given aid for irrigation and other pro-
jects. President Zia visited China in
January 1977, and Vice Premier Li
Hsien-nien visited Bangladesh in March
1978.

Burma

Since diplomatic relations have
been established, the two countries
have been friendly. In the spring of
1978, about 200,000 Muslims from
the Burmese State of Arakan crossed
the Bangladesh/Burma border as the
Burmese Government began an ex-
tensive effort to check the registration
of its residents. The Burmese Govern-
ment claimed that the Arakanese
Muslims were illegal immigrants, and
the Bangladesh Government claimed
that since most of the Muslims had
lived in Burma for generations they
would have to be repatriated by
Burma. Diplomatic efforts were begun
between the two governments in June
1978 to resolve the issue. Agreement
to repatriate the refugees was reached
between the two governments in July
1978, and with the assistance of the
UN High Commission for Refugees,
the repatriation process has begun.

U.S.-BANGLADESH RELATIONS

U.S. foreign policy goals toward
Bangladesh are: Support for the
normalization of relations in the sub-
continent and assistance, in cooper-
ation with the IBRD-led Bangladesh
consortium, to meet short-term
humanitarian needs and to encourage
and support Bangladeshi plans and
programs for national economic devel-
opment.

In support of these goals, the U.S.
Government maintains the usual range
of diplomatic activities in Dacca. U.S.
diplomats meet regularly with Bang-
ladesh officials on economic and
political matters, and the U.S. Inter-
national Communication Agency staff
carries on an active liaison with the
Bangladesh press.

In 1974 three American firms
signed contracts for oil exploration in
the Bay of Bengal, and surveys are
now underway. In seeking to en-
courage a favorable climate for foreign
investment, the U.S. Government has
signed an Overseas Private Investment
Corporation bilateral agreement with
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the Bangladesh Government providing
for operations of OPIC in the country,
with the Bangladesh Government
pledging certain guarantees to foreign
investment. In addition, a treaty of
friendship and commerce and an agree-
ment to exempt double taxation have
been proposed.

American aid to Bangladesh has
totaled almost $1.3 billion and con-
sists chiefly of P.L. 480 commodity
assistance and development lending to
increase agricultural production. In
addition the two governments are

working together on population
control and other programs in agri-
culture and rural development.

Principal U.S. Officials

Ambassador—David T. Schneider

Deputy Chief of Mission—Alf E.
Bergesen

Economic/Commercial Officer—Phillip
C. Wilcox

Political Officer—Carl Taylor, Jr.

Director, AID Mission—Joseph 8.
Toner

Public Affairs Officer—James L. Meyer
Agricultural Attache—Oldrich Fejfar

Defense Attache—Col. James R.
Cochran

Administrative Officer—Grafton H.
Jenkins

The U.S. Embassy in Bangladesh is
located at Adamjee Court Building,
Motijheel, Dacca (tel. 244220). The
AID Mission is located in the Hotel
Purbani, Motijheel, Dacca (tel.
256010).
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LIST OF CABINET MEMBERS

President: Major General Ziauy Rahman
Vice President: Mr. Justice A. Sattar

Prime Minister and
Minister for Education: Shah Mohammad Azizur Rahman

Deputy Prime Minister and
Minister for Industries: Mr. Jamal Uddin Ahmed

Deputy Prime Minister and Minister for

Development and Social Welfare: Mr. S.A. Bari A.T.

Finance: Dr. Mirza Nurul

Civil Aviation and Tourism and of

Power, Flood Control and Water Resources: Kazi Anwarul Haque
Foreign Affairs: Prof. Mohammad Shamsul Huq

Food: Mr. Abdul Momen Khan

Establishment Division: Major General (Rtd) M. Majid-ul-Haque
Local Government, Rural

Development and Co-operatives: Capt. (Rtd) Abdul Halim Chowdhury
Home Affairs: Lt. Col. (Rtd) A.S.B. Mustafizur Rahman

Commerce: Mr. Mohammad Saifur Rahman

Religious Affairs, Cultural

Affairs and Sports: Mr. Shamsul Huda Chowdhury
Ports, Shipping and I.W.T.: Capt. (Rtd) Nurul Huq
Agriculture and Forest: Major-General (Rtd) Nurul Islam
Women's Affairs: Dr. Mrs. Amina Rahman

Fisheries and Livestock: Mr, K.M. Obaidur Rahman
Railw%ys,

Roads, Highways and

Road Transport: Mr. Abdul Alim

Information and Broadcasting: Mr. Habibullah Khan

Public Works and
Urban Development: Mr. Abdur Rahman
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Petroleum and Mineral Resources: Lt. Col. (Rtd) Akbar Hossain
Planning: Dr. Fasihuddin Mahtab

Health and Population Control: Dr. M.A. Matin

Youth Development: Khandakar Abdul Hamid

Jute: Mr. Abdur Rahman Biswas

Relief and Rehabilitation: Mr. Emran Ali Sarker

Land Administration and |

Land Reforms: Mr. M. Abdul Haque

Textile: Mr. Mansur Ali

Posts, Telegraph and Telephones: A.K.M. Maidul Islam
Labour and Industrial Welfare: Mr. Reazuddin Ahmed

Notes: The President holds the charge of i) President's Secretariat,
ii) Cabinet Division, iii) Ministry of Defence, iv) Science
and Technology Division. The Vice-President holds the charge
of i) Ministry of Law and Parliamentary Affairs, ii) Parlia-
ment Secretariat and iii) Election Commission.



Biographical Sketches

Major-General Ziaur Rahman, President in charge of i) President's Secretariat,
ii) Cabinet Division, iii) Ministry of Defence, iv) Science-and Technology

Division. <j£§)

Major-General Ziaur Rahman was born in Bogra in 1936. He joined the
army in 1953 and was commissioned in 1955. After two years of service in
the Punjab Regiment he was transferred to the East Bengal regiment in 1957.
There he received training in intelligence and served in the army intelligence
from 1959 to 1964. During the Indo-Pak war of 1965 he was a Company Commander
of the first East Bengal Regiment. He was appointed instructor at the
Pakistan Military Academy in 1966 and in the same year he joined the Staff
College. In 1969, Ziaur Rahman was appointed second in command of the second
East Bengal Regiment at Joydebpur. At the end of the same year he went to

West Germany for training, and subsequently, stayed with the British Army
for a few months.

In October 1970, he was transferred to the newly raised eighth East
Bengal Regiment at Chittagong. In March 1971 while serving in this regiment,
he joined the revolt against the Pakistan Army. In August 1971 Ziaur Rahman
was promoted to the rank of Lieutenant Colonel. He formed the first Brigade
of the Bangladesh Army and then he served as Commander of the Comilla
Brigade. In 1972 he was appecinted Deputy Chief of Staff of the Army. In :
1972, he was promoted tosthe rank of Colonel, and in 1973, Brigadier and sub-
sequently Major- Ceneral. On August 25, 1975 {tlie Mujib regime was overthrown
on August 15, 19/3), ne was appointed Chiet of Statf of the Army.

General Rahman was put under hou rest for a few days during the
November 3-6, 1975 coup but was released by the soldiers guarding him and
took effective power in the November counter-coup.

He was appointed Deputy Chief Martial Law Administrator following
the change of Government in November 1975 and became Chief Martial Law
Administrator in November 1976. He was sworn in as President in April 1977.

He was voted President in the country's first ever Presidential
election held directly on the basis of universal adult franchise in June 1978.
““—-—_—-—

Dr. Fasihuddin @ta]:;:) Minister for Planning

Dr. Mahtab, a mechanical engineer by training, served as Minister of
State for Agriculture in the previous cabinet and subsequently as Deputy
Advisor to the President. The portfolio of Minister-For Planning, to which

he was appointed in March 1979, was re-established at that time. Under the
prior structure, Dr. Huda held the portfolios of both Plannin ance;

Dr. Huda continues to serve as Minister of Finance. Dr. Mahtab is reported
to be quite close to President Ziaur, and we are hopefully presuming that

his appointmenr ¥elflects President Zia's concern to strengthen the Ministry
of Planning, which has heretofore been gravely lacking in intellectual and



managerial leadership. Before entering the Government, Dr. Mahtab ran an
engineering and economic consultancy firm, was an active member of the
Institute of Engineers, and did considerable work on rural development in
cooperation with the Ford Foundation.

_‘.\
Dr. M. NC/EEE;;”Minister for Finance and Governor, IBRD

—\‘\_//
Formerly: Minister for Finance and Planning; Member of the Council
of Advisers to the President, with responsibilities for Planning; Professor

of Economics, Dacca University; Governor of East Pakistan; Minister for Finance

and Planning, Government of East Pakistan; Member of the Pakistan Planning
Commission; and Reader in Economics, Dacca University.

My. A:. M AﬁfMuhiéﬁﬁ Secretary, External Resources Division, Ministry of
Finance ~——

Formerly: Executive Director, Asian Development Bank; Alternate
Executive Director, IBRD; Economic Minister, Bangladesh Embassy, Washington,
D.C.; Economic Counsellor, Pakistan Embassy, Washington, D.C.; Deputy
Secretary to the Cabinet, Pakistan; Deputy Secretary and Chief of Programmes,
Planning Commission, Pakistan; Deputy Secretary, Transport, Government of
East Pakistan; Deputy Secretary to the CGovernor of East Pakistan; Protocol
Officer to the Government of East Pakistan; Sub-divisional Officer, Bagerhat,
Khulna; and Lecturer, Haragange College, Dacc=.

Major General (Retd.) Nurul Islam, Minister for Agriculture and Forests

Major General Islam joined the Army at a very young age and rose
to the office of the General Staff Officer in the Directorate of Internal
Services Intelligence. He participated actively in the Bangladesh
liberation movement. He continued his army career in the new Bangladesh
government and was posted as MilitaryAttache at the Bangladesh Embassy in
Burma in early 1974. Before long he was called back and, serving in
different capacities, rose to the rank of Major General in the Bangladesh
Army, serving for a while as Principal Staff Officer to the President.

Mr. Kazi Anwarul Haque, Minister for Power, Flood Control and Water Resources
and Minister for Civil Aviation and Tourism

Receiving his college degrees in Economics and Political Science,
he served mostly in the formerly East Pakistan police force and rose to the
rank of Inspector General of Police. In the early 60's he served as
Secretary and Chief Secretary to the then Governmment of East Pakistan. In

1965 he joined the Pakistan Government as Cabinet Minister in charge of

Education and Culture, Health, Labour and Social Welfare. In 1969 he took
over as Resident Director of Eastern Federal Union Insurance Co.



Mr.. 5. A Khair, Secretary, Ministry of Power, Flood Control and Water

Resources

Formerly: Member of the Planning Commission; Secretary, Ministry
of Commerce; Secretary, Finance Department of East Pakistan; Head of the
Natural Resource Division, Government of Pakistan; and Chairman, Industrial
Development Corporation in East Pakistan.

Capt. (Rtd) Abdul Halim Chowdhury, Minister of Local Government, Rural

Development and Co-operatives

Capt. Chowdhury joined the Pakistan Army in 1950 and served as
Adjutant and Quartermaster of the lst Punjab Regiment and aide-de-camp
to the GGC 1l4th Division in the then East Pakistan. He resigned from
the Army in 1962 and joined the East Pakistan Industrial Development
Corporation where he served in a managerial position. He started his
active political career in 1966 after joining the National Awami Party.
Capt. Chowdhury took active part in the Liberation War and was the Area
Commander of Dacca. 3

Mr. Abdur Rahman Biswas, Minister for Jute

A lawyer by profession, he was very well known in law circles. Also
active in cooperative movement in the 50's. He was elected Chairman of
Barisal Central Co-operative Bank and also director of the then East Pakistan
Provincial Bank. One time member of the former East Pakistan Provincial
Assembly, he represented Pakistan in the UN General Assembly in 1967.

Mr. Mohammad Saifur Rahman, Minister of Commerce

Mr. Rahman, a Chartered Accountant by profession, has acted as
auditor adviser and consultant to a number of national and international
organizations. He is a Fellow of the Institute of Chartered Accountants of
England and Wales and was President of the Institute of Chartered Accountants
of Bangladesh. Among the other organizations of which he was a member
were: the National Pay Commission, the Tea Industry Enquiry Committee and .
Industrial Workers' Wages Commission. Moreover, he was a founding member of
the Bangladesh Nationalist Party as well as of the Bangladesh Institute of Law
and International Affairs and President of the United Nations Association of
Bangladesh. He attended many important international conferences on economic
issues and was instrumental in easing the debt burden of Bangladesh through
his special efforts. Before becoming Minister of Commerce, he was a Member

. of the President's Council of Advisers (since December 1978) in charge

of the Ministry of Commerce.

Lt. Col. (Rtd) Akbar Hussain, Minister of Petroleum and Mineral Resources

) Formerly Lt. Col. in the Army and was decorated for his role in the
War of Liberation in 1971. Resigned from Army in 1974 and joined active
politics and was the Vice-President of United People's Party. Represented
Bangladesh in UN General Assembly in 1978 and was active in securing
Bangladesh's Security Council Seat. Joined BNP and became Minister in 1978.



v

Dr. M. S. Matin, Minister for Health and Family Planning

Trained as an ophthalmologist in Edinburgh, he worked in Royal Eye
Hospital and King's College Hospital of London as well as St. Alban's City
Hospital. He returned to Bangladesh in 1967 and became the Professor of .
Ophthalmology at the Institute of Postgraduate Medicine and Research in
Dacca. Later on he headed the Institute. As a very prominent ophthal-
mologist he served on many medical boards. 1In 1976, he was offered the
rank and status of an Honorary Colonel and became Consultant Ophthalmologist
at the Combined Military Hospital of Dacca. He was elected Member of the
Parliament in 1979 and joined the Government first as Minister for Civil
Aviation and Tourism.

Mr. Jamaluddin Ahmed, Minister for Industries

A Chartered Accountant by profession, he served with many multi-
national corporations and other corporations as a management and financial
consultant. Mr. Ahmed represented Bangladesh at the ILO Conference in
Geneva in 1972. He was the Vice-President of the Institute of Chartered
Accountants of Bangladesh and a member of the Company Law Reforms Committee.
He was also formerly the Finance Manager of Bangladesh Tobacco Co. Ltd.

Shah Azizur Rahman, Prime Minister and Minister for Education

Mr. Rahman, a lawyer by profession, has been very active in politics
for 35 years, previously as a member of the Muslim League and the Awami
League. He was a member of the Pakistan National Assembly and of the World
Inter-Parliamentary Union. Also General Secretary of East Pakistan Lawyers
Assocation during 1962-64. As senior lawyer of the Supreme Court and High
Court of the former East Pakistan Shah Aziz defended some of the most

_ famous cases before the bar. He was actively involved in the liberation
movement and he became Minister in June 1978.
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TOPICS FOR DISCUSSION

Introduction

The following topics for discussion are the major subjects which we expect
to feature in your discussions; however, they are not arranged by meeting as many
of them are appropriate for your conversations during several of the meetings. The
following is a guide for suggested review of particular topics of relevance for
specific meetings.

I
//‘",: L/ Heeting ith Minister for Planning and Planning Commission
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Meeting with Ministers for Agriculture and Forests; Power, Flood Control
and Water Resources; and Local Government and Rural Development

s Ll (A Medium-Term Food Production Plan (Special Subject Brief, Tab F.5)
Capacity Utilization and Implementation

A e Capabilities (paragraphs 19-22)
)&» o Food Situation (paragraphs 34-40)
‘ Joint Rivers (Special Subject Brief, Tab F.5)

Field Visit

The itinerary for this visit may change but at the time of writing
we expect the President to take you to the Chandpur Irrigation Project and
to.one of his canal digging schemes.

Project Summary for Chandpur Irrigation Project (Tab G.8)
Canal Digging (Special Subject Brief, Tab F.5)

Meeting with Ministers for: Jute; Petroleum and Mineral Resources; and Commerce

Jute Industry (Special Subject Brief, Tab F.5) ,,,./(
Energy Sector (Special Subject Brief, Tab F.5) /£ it

You may remember that you met the Commerce Hinisterr ‘ol Har 2 R
A copy of Mr. Hopper's March 24 memo to you is at Tab G.4. 1"1?:;"*/’
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Meeting with Minister for Health and Family Planning

Population (paragraphs 41-43)
CPP (paragraphs 50-54, Tab F.1)
Economic Report (Chapter 4, Tab F.3)

~

Meeting with President Ziaur Rahman 3 'l/ . tar 143 -
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nning (paragraphs 1-13) y

Medium-Term Production Plan (Special Subject Brief, Tab F.5) )19§}274

Meetings with Minister for Industries (Deputy Prime Minister) and Minister
for Education (Prime Minister)

These two meetings were added at the specific suggestion of the
Government in order for you to meet the Prime Minister and the Deputy Prime
Minister. There are no particular special topics to be discussed but we
suggest as extra background for the meeting with the Minister for Industries

the chapter on the Manufacturing Sector in the Economic Report (Chapter 3,
Tab F.3).
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BRIEFING PAPER FOR MR. MCNAMARA e

TALKING POINTS FOR MEETING WITH PRESIDENT ZTAUR RAHMAN

1. At the Bangladesh CPP review you requested that talking points be prepared
for you to convey to President Ziaur Rahman. We suggest that two broad categories
of points be made: E

(2) The Second Five-Year Plan (§§X§ ] if too unrealistic, could
lead ;n_ggg;ﬁ. The Government's expressed priorities for improved
agricultural production and for. population.copntrol should be reflected

in terms of the allocation of scarce investment and<gggggg:ial
resources.

(b) Specific criteria to be conveyed to the Government as measures by

which we will Bangladesh's eligibility for increased lending
should include:

(i) broad improvement in economic performance; and

(ii) improved performance in project preparation and implementation.

In your discussion with the President, you may wish to note that whenever precise
quantitative targets are mentioned, we would of course have to interpret these
flexibly, as achievement of such targets is subject to factors beyond the control

of the Government. What will be more important in our assessment will be the under-
lying policy and organizational changes made by the Govermment.

Economic Performance

2 Exports. If the Government wants to attract the massive foreign aid required
even for a smaller, more realistic Plan, it will have to demonstrate that it is

doing its share in raising ﬁg;giggﬂg;ghgggg_hz_iegrovi g export performance. Exports
of jute and jute<§3335 are expected to grow relatively slowly. Export diversification
in the form of a more rapid expansion of "non-traditional" exports (i.e., other than
jute and tea) is _essential. A cumulative average annual growt h_rate in the volume

of non-traditional exports of 7% should be feasible over the next few years and this
should be a measure for asseséing performance,

34 Resource Mobilization and Investment Strategies. If potential dangers of
overly ambitious Plan targets are to be avoided, this will imply at least two things:
improved domestic resource mobilization to enable the Government to meet its
projected share of Plan financing, and appropriate investment strategies. Specific

criteria by which we will monitor improved performance in these two fields are as
follows:




Domestic Resource Mobilization

(a) The Government should adopt measures that would serve to raise
current revenues from 8% of GDP (at market prices) in FY79 to at least 137
by_FYBS while the share of current expenditures (excluding the Jute and

food subsidies) in GDP should increase wery little,if at all.

(b) Explicit targets should also be establishe ducing subsidies.
For example, the unit subgiﬂx_gn_ﬁﬁ;;;;;zers should b ced by 20% p.a.

in real terms and eliminated by FY85, and a similar target established for
phasing out the food subsidy.

(¢) GOB now needs to consolidate the findings and recommendations of
the five resource committees, as part of a comprehensive fiscal strategy paper
that will constitute a time-bound action program for reducing subsidies and
otherwise rationalizing public enterprise and utility pricing policies. 1In
other words, the Government needs to develop a financing plan for the SFYP.
This paper should be completed by September 1, 1980.

Appropriate Investment Strategies

(a) Agriculture. The Medium-Term Food Production Plan (see the Special
Subject Brief, Tab F.5) developed jointly by Bank staff and GOB agencies should
be treated as the hard core of the SFYP for agriculture. We are proposing that
some of the changes in investment strategy which would be required be made
conditions of the next Program Credit. Some would also make appropriate criteria
for monitoring the country's eligibility for increased lending:

(1) Investment Allocation to Agriculture

Generally, the Government should reverse the decline of
recent years in Ehg#pxnpnrt;gg_gj_ggggl_gggpurces deygted"toaag:icul;yle
in the Annual Development Program (from 31% in FY75 to 22% in FY80).
While it is understood that overall economic development will require
increased outlays in several other sectors of the economy as well, and
that many other factors besides finance are important for agricultural
development, the proportion of the ADP devoted to agriculture has been
too low and should be raised.

Specifically, the Government should increase the allocations

to agriculture (including rural development and water resources develop-
ment but net of the fertilizer subsidy and Food-for-Work activities)

from 227 of the ADP in FY80 to about 307 by FY85, with major increases
In real terms to come in and Fv62. 1

(ii) Water Development Board

Generally, the Government should reduce new investments in
nulti-year, Cﬁgi£££:ig£gﬂj&}L irrigation schemes and concentrate instead
on minor irrigation cctivities, schemes that entail low unit costs and
rapid returns, and the rchabilitation of the existing irrigation infra-
structure,




Specifically, the Water Development Board (WDB) should

focus its efforts on: (i) ongoing aided projects; (ii) low unit cost
new projects for which there are firm indications of external support;
and (iii) rehabilitation and expansion of existing schemes (ground-
water and low-lift pumps in northern districts and the Ganges-Kobadak
project). The allocation of funds for major irrigation projects and
programs in FY81 and FY82 budgets of WDB should be on the lines of
the summary of WDB's Irrigation, Flood Control and Drainage Program
as shown in Table A-3 of the Medium-Term Food Production Plan.

(iii) Minor Irrigation

Generally, the Government shculd make a major push during the
SFYP to increase the area under minor irrigation. About 80C% of the
incremental irrigated area during the SFYP should come from minor
irrigation (low-lift pumps, deep and shallow tubewells, hand tubewells).

Specifically, about half of the Government's total financial
outlays for water resources development should be devoted to minor
irrigation. Allocations for the imports of diesel fuel for irrigation
pumps and spare parts of irrigation equipment should be raised to
correspond to the increase in area served by diesel pump irrigation.
To overcome delays in fuel delivery to the farmers, a study should be
made to determine the need for bulk storage facilities for diesel fuel
in the rural areas. As part of the Medium-Term Food Production Plan,
project proformas have been drafted for each category of minor
irrigation equipment. The FY81 and FY82 BADC budget and Annual Import
Program should provide for the budgetary allocation, procurement and
import of minor irrigation equipment as set out in these project
proformas and also for the import of diesel fuel and spare parts required
for the full operation of all minor irrigation equipment.

(b) Population. Spending levels on population control programs are
broadly appropriate. The main problem has been poor performance by field
workers. Measures designed to improve staff disciﬁIiﬁE"EﬁE’”rgan zation were
agreed during negotiations of the Second Population Project. Progress in
implementing them, and the civil works components in both Population Projects,
should be one measure of performance. Another problem has been inadequate
management. Many senior posts have been unfilled for long periods, and much
time was spent in quarreling with the Health Department. We should look for
rapid staffing up of the Population Department and an end to the bickering.
The Government's target for the SFYP is to reduce the birth rate from somewhere
around 45 per thousand to 32 per thousand by 1985. Meeting this target would
' require attaining rates of decline much higher than achieved in even the most
successful programs in other countries. Clearly the target should not be
regarded by the Bank as a performance criterion, but we should look for the
targetry to be supported by a greater sense of urgency in implementing the
program effectively.




Project Performance

4, Development of Realistic ADPs. 1In their recent visits both Mr. Stern and
Mr. Hopper stressed the need to shore up_the "political manifesto' SFYP with a
:gglig;ig*ggg_nx_;h;eewyean-ﬂ;ollingﬂ_plan implementation program. Such a

program shggéﬁ_gggggigﬁg_ﬁ;ggncing,plan,(as mentioned above) and a proper monitoring
component as well as a detailed investment plan. Development of such a detaileaq
program is necessary for our continued lending, for implementation of the SFYP
itself, and to enable us to play a constructive role in the Aid Group. The
Government has promised to have a "two-year ADP" ready by the time of your visit

and for consideration cf the Aid Group in May 1980. However, we think It would

be completely unrealistic, given the present state of disarray in the planning
process, to expect to have a useful document available by mid=April. What you

may suggest is that such a document should be prepared by September 1, 1980, to

be reviewed by a Bank miséESE-E;“EEEEEEEEr/October to provide the basis for

==

discussion of the SFYP at the next regular Aid Group meeting in April 1981.

5 Project Preparation and Implementation Capacity. The.Government should
strength i ca ility tolprepare projects and programs,-deOnitor progress in
implementation, identify bottlenecks, formulate measures to overcome them, enlist
the cooperation of relevant ministries and agencies of the Government in furthering
implementation and, at budget time,determine the level of appropriations needed

for the implementation of each major project or program.

6. Specific measures in the agricultural sector may be propesed under the next
Program Credit based on the recommendations of a consultant who has just under-
taken a review of the project preparation and implementation capacity of the agri-
cultural ministries and their need for technical assistance in this area. One
major proposal is likely to be the strengthening of the largel tive
Planning and Evaluation Cells in the ministries and agencies concerned with
agriculture (Agriculture, Food, Flood Control, Local Government, BADC) and en-
larging their responsibilities to include project preparation and implementation,
or the establishment of a single, powerful Project Preparation and Implementation
Cell in the Agriculture Ministry with suitable links to other parts of the Govern-
ment including the Planning Ministry. Acceptance by GOB of expatriate advice for
agriculture projects in implementation and generation will be another test of GOB's
readiness to enhance its absorptive capacity.

£ It is difficult to establish meaningful but quantitative measures in this

area. While the abgolute level of IDA project disbursements has gone up over the

last three years, and project disbursements as a percentage of the amount out-

standing at the beginning of the year also has increased, these are not really éif’/
meaningful measures. You may wish to say that we will look for evidence on more
qualitative terms: closer adherence to agreed implement schedules; fewer-

and shorter delays in the appointment of consultants and in procurement decisions;
timely and adequate provision of loc@;*§QIIﬂnQX“iuEQiEEE_Eizﬁggi:EEEEIﬁzigﬂ_gﬁ

problems when they arise.

Bangladesh Division
April 4, 1980
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TOPICS FOR DISCUSSION

This note outlines several topics for Mr. McNamara's discussions with
Government of Bangladesh (GOB) officials. The topics discussed below, whitch
may be app;opriate subjects of discussion in several meetings, concern the
country's Second Five-Year Plan, domestic resource mobilization, capacity

utilization and plag_;gnlgmen;a:man_capahilig_gs, the balance-ef payments,

the food situation, the family planning program, and the role of the private
e S A Aty Biade

sector.

Other specific topics (jute, the energy sector, the new medium-term
food production plan, and the status of negotiations in the Jeint Rivers
Commission) are covered in special subject briefs in Section F.5.

Recent economic developments are discussed in more detail in the
latest Economic Report (dated March 21, 1980, see Section F.3) and . our
lending strategy and program were discussed in the latest CPP (see
Section F.l) reviewed on March 26, 1980.

1/

A. The Second Five-Year Plan (FY81-85)— _and Related Issues

1 18 In late 1977, i.e., during the last year of the First Five-Year Plan,
the Government decided that circumstances were not opportune for launching a
new five-yearplan, and that more time was required to formulate a long-term
development strategy. Consequently, an interim Two-Year Plan for FY79-80 was
adopted, with the intent that these past two years would provide the Govern-
ment an opportunity for stock-taking, project pruning, and policy re-appraisal.

2, In the event, these past two years have been a period of continuing
disar rocess. Various background studies were prepared,

within and for the Planning Commission, on a variety of economic and social
issues. But throughout this period, the Planning Commission lacked the
intellectual and managerial leadership required to produce a Second Five-Year
Plan (SFYP) that would constitute a credible and feasible program of action
to effect the needed structural changes. It was intended that a Perspective
Plan for the period 1980-2000 would also be produced by now, establishing the
longer-term framework within which the SFYP would be set. But mainly because

of a lack of consepsus—ea-some politically sensitive issues -- e.g., the need
for land reform and the prospective role of the private sector in industrial

development -- the only product of the perspective planning exercise was the
publication in late 1979 of a 68-page brochure entitled "Preliminary Thoughts
on a Perspective Plan". Since then, under pressure of producing the SFYP,

the perspective planning exercise has been shelved.

3 The process of preparing the SFYP itself has been rather tumultuous.
Delays were occasioned by political factors prior to the 1979 elections and
appointment of the new cabinet (including the new Minister of Plang}gg) in

1/ The Bangladesh fiscal year (FY) runs from July 1 to June 30. Thus, FY81-85
refers to the pe;ibd beginning July 1, 1980 and ending June 30, 1985.
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early 1979, and since then, inter alia, by the diversion of policy-makers'
attentions from medium-term planning to short-term food crisis management.
Moreover, the President himself had meanwhile become convinced that

Bangladesh's desperate demographic, economic and socilal conditions required

that the SFYP be an extremely ambitious program of development on multiple
frEﬁEET‘"IEfHﬁx;LQTQ,’the PEesidentﬁvirtuall1,di££§££d_£hﬂ_main_£azgets of

the SFYP. During the SFYP period, the President intended in particular that
Bangladesh should: (1) double its uction (from 13 M tons to
.26 M tons); (ii) increase its fisheries output five-fold; (iii) electrify

60% of all villages; (iv) increase domestic cotton textile production by 70%

based Upon moving from near zero raw cotton production to near self-sufficiency);
and (v) "remove illiteracy" in the shortest possible time.
‘“—w

4, Throughout the past year, there has been a deep tension between the
President and the bureaucracy-concerning the Plan and its targets. Much of

the bureaucracy (including some members and key staff of the Planning Commission)
felt that the President's objectives were unrealistically ambitious and that

a Plan predicated upon their pursuit would lack credibility, both within the
country and among the donor community. In December 1979, the President
despatched letterg to Heads of Governments and to Presidents of multilateral

‘aid agencies comprising the donor community in which he requested in
of aid flows (in real terms) in support of what he characterized as the
impending Plan's "modest objectives.

5 In recent months, however, in response to both internal and external

pressures (including urgings of Bank officials), the President appears to have
eluctantly agreed to scale down both the physi o - onding
jSSEEEIEE‘?EEﬁI?emenﬁs of the SFYP. Although some last-minute changes were
still being effected as of mid-March 1980 (two months after the draft Plan was
originally scheduled to be completed), our most recent discussions with staff

of the Planning Commission indicate that the main contours of the Plan are

likely to be as follows: e
a. An annual GDP growth target of about 1%

b. First priority to accelerated food production, but with a
scaled-down target of about 20 million tons b (as

distinguished from the Presidential doubling target of
26 million tons which may be retained as a seven-year

target). "’7 er{lhqﬂ g

¢. An overall Plan size of about Tk 27,100 crores= of which
Tk 20,100 crores would be in the public sector and
Tk 7,000 in the private sector.

1/ A crore is equal to 10 million. At an exchange rate of Tk 16=$1, Tk 1 cxrore

"~ is therefore equivalent to $625,000. Thus, the total size of the SFYP would
be about $17 billion and public sector outlays would be $12.5 billion. All
figures in this section are given in constant FY80 prices unless otherwise
indicated. =




d. The targeted public sector development expenditurelj to _be
financed 70% (Tk 14,000 crores, equivalent to $8.75 billion
in FY80 prices) by foreign capital (met) and 30% (Tk 6,100
crores) by domestic resources.

6. The following table summarizes the broad sectoral allocations likely
to characterize the SFYP. For illustrative purposes, a comparison is drawn
with the corresponding allocations in this year's (FY80) Annual Development
Program (ADP):

SECTORAL ALLOCATION UNDER FY80 ADP AND SFYP
(in Taka crores in constant FY80 prices)

ADP: 1979/80 % SFYP %

Agriculture, Rural Development

e Wates 560.4 m G2.»

(Agriculture) (262.3) 12.a 7Y (2,700) (13.4)

(Water & Flood Control) (212%3) (10.3) (3,000) £15.0)

(Rural Development) ( 85.8) € ( 800) ( 4.0)
Industry 342.0 16.5 3,200 16.0
Power 303.3 14.7 2,864 14.3
Transport 346.7 16.7 2,587 1279
Physical Planning and Housing i 15 g 6.5 €247 6.2
Health and Population 134.2 6.5 1,210 6.0
Communication 84.5 4.1 750 3.7
Socio-economic infrastructure 9l 4.4 1,477 74
Others o+ F0i.2 3.4 229 s P V

Total 0 100.0

/a The FY80 ADP has been raised to Tk 2,213 crores, but n own of this

revised ADP is available as yet.

T As indicated in the following table, this SFYP would still comprise
a ve itiou am (the President originally wanted a plan at least twice
as big) both in_terms of the domestic resource mobilization-effort and the

level of foreign aid disBursements required to finmance it.

?

: 1/ Development expenditure is defined as expenditure budgeted in the Annual

Development Program (ADP). This is not identical to public investment,
as some 20% of the ADP comprises current expenditure as distinguished
from expenditure on fixed capital formation.

-
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MAIN MACROECONOMIC VARTABLES 1N THE SFYP
(in USS billions, at constant FY80 pPrices)

Base year Terminal year Annual rate As 7 of Gpp
(FY80) (Fy85) of growt:;’, FY80  Fy85

GDP 11.46 16.24 & 100.0 100.0
Cross Investment l.61 3.23 SRS 4.9 18 rd
Net Capital Inflow 1:23 2.06 Ll .4% 10.7 Z
Gross Domestic Savings .38 1 e i (25.10 &~ 323
ADp 138 3.50 (20,5 1250 '  21.5
8. Some gpecific issues relating to domestic resource mobilization will be

discussed below. As may be inferred from the table, however, the implie avings
effort would be a heroic one in the circumstanceg of Bangladesh, given the
country's Poverty and the starting point: the narrowness cof the tax base; the
limited scale of private sector activity; the inefficiency of public enterprises;
and the likelihood that the terms of trade will worsen in the coming years, The
marginal savings rate jmplied in this macro-framework would be 16.5%, as compared
to a 57 rate at Present, It may be noted that Bangladesh's First Five-Year
Plan (1973-78)_proved to be much too opt ic_with respe o _the potential
grow t mestic savings ag well as GDP, History may well repeat itself in

is regard,

9, In the current year (FY80), aid disbursements to Bangladesh will reach
some $l.4‘EEIII3E;i"E5ﬁﬁ?IEIEE_§ZﬁﬁLm&44ion—fﬁﬁa_ZIET'$500 million commodity

aid, and between $450-500 million project aid. The SFYp calls for aid disburse-
ment: totalling $8,75 billion over five years, ap annual average of $1.75 billion

Stant FY8 rices). Assuming that aid disbursements were to grow at a
constant rate over the SFYP period and that the need for food aid were to dis-

$1 billion each, i.e,, twice the current level in real terms - implying an

annual % per Y. The i ied growth rate in current Prices ]
‘mmmmher, :‘ﬁm—m@m\, |
PY¥GJect aid cormitmentg needed to facilitate the indicated growth of Project aid

disbursements. As will be discussed below, actual roje id - s
have Increased at an imp ' in recent vye S, reflecting improved

mplementation capabilities ang enlarged absorptive capacity, But the donor

community as a whole remains doubtful that Bangladesh.nnuld absorb effectively :
the indicated volume of Project aid even if it were made available. Moreover, r
the overall aid climate is such that one must question also ;hg_p:epa:gggess

of donors to increase t ts at the rate indicated unless there are
fEEEE1EﬁH“HrHEEEEE_IES;fféﬁgﬁﬁgmiimfﬁe Covernment's implementatipg capabilities
and in 1ts own domestic fEEEE?EE“ﬁEEilizaEion effoEEETE“EEEEEEEEEEE_IE-EﬁEEEE‘
%e, appear likely to be the
binding constraints to realization of the Plan's objectives.,

a "normalized" figure; the difference stems from the unusually large food
aid provided in FY80,
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10. These issues were broached among representatives of donors during the

January 1980 Food ..1d meeting in Paris. While it was agreed that a detailed
discussion must await publication of the draft SFYP, a number of participants
emphasized the need for Bangladesh to exercise gre in setting
objectives and for the SFYP o reflect more accurately what is truly achiewvable
n the light of Bangladesh's own implementation constraints and the aid flows

likely to be made available. Further discuseien—of these issues may take
place during the upcoming regular meeting of the Bangladesh Aid eduled
to be held in Paris on May 12-13, 1980,

343 As of mid-March 1980, the draft SFYP was in the final stages of editing
and clearance, and it was expected that the draf ; would be presen to

the National Economic Council in Apr £0. Meanwhile, the Government was «J]so
‘engaged in ﬁTEﬁHrtng—z—“PTEﬁfIﬁﬁizﬁfilﬂlguD ogram", initially in the form of Y i
a modified Annual Development Program (ADP) for the first two years (FY81-82)

of the SFYP period. This represents a constructive first step towards the
formulation of a detailed implementation program needed to translate the SFYP's

objectives into specific, time-phased operations and to provide an instrument

for: (i) linking physical and financial progr ; (ii) monitoring implement-
ation in terms o macro—econdm .c, sectoral and project performance; and (iii)
gearing the timetable of policy actions to the reg ents of plan implement-
ation. A sectoral implementatlon program for the ﬁiigEE?IEEIEEEEI:EEEEEEEEE

has already been produced in the form of a Medium-term Crop.Production Plan,
prepared jointly by the Govermment and IDA. It is intendad that similarly
detailed implementation programs will be prepared for other key sectors as
well. At the outset, however, the Govermment is currently concentrating on
translating its traditional one-year ADP into a two-year ''performance budget"
wherein physical as well as financial investment targets are to be specified.
The Government intends to present its draff two-year (FY81-82) investment
budget for consideration at the May 1980 Aid Group meeting, but given the dis-
array in the planning process, it would be unrealistic to expect this to be

a really useful document; more time will have to be spent on this after the
SFYP itself is finished.

32 As the Government prepares to launch its ambitious new Plan, the zé?’////
major concern is that - in light of its seemingly unrealistic assumptions
about resource availabilities - iE_Eill_gg;g@i_its_:aaouaces institutional
and managerial as well as financial) too thiply. This has been a problem in
the past, and it may well become more seriousg in the future unless greater
restraint is exercised in-commissioning new projectsg, especially large, long-
estation, capital-intensive projects such as the Teesta barrage and LNG
gE;ET33EEﬁf""CUETEQEEZEZIZEiEEH_EEEEEss in pruning the existing project pipe-
line, a principal stated objective of the Two-Year Plan, is itself a reflection
of this problem. Moreover, even with much improved plan implementation
capacity, the inherent limitations of the public sector to manage the required

development effort point to the need to engage to the fullest the underutilized
capabilities of the private sector.

335 The needs téiZAregnj]x and realistically balance resource sources‘£="”’

and uses, to make'§ ller use of existing capacity in the private as well as
public sector, t&;;gtensiig_thaqumgs;jg resource mobilization effort and to
C5E?E5é_§5gg;éEg_tnn_manyﬁaewﬂprojeee&-cca_snnn, are all themes of the latest
ank economic report. These themes might usefully be resounded in your own
discussions of the SFYP and its prospccts for successful implementation.




B. Macroeconomic Issues

14. Domestic Resource Mobilization. Although Bangladesh's domestic
resource mobilization efforts have improved somewhat in the past two years,
tax revepues still constitute less than 97 of GDP and the current surplus

is only around 3% of CDP. The present tax structure relies excessively on

import duties and other levies dependent upon the volume of imports — which

is itself largely a function of the volume of foreign aid. There is widespread

_EEE_Exgainn. Individual income taxes comprise only 7% of total xrevenues a
company income taxes only 27; agricultural income is virtually untghgd
Because of Cheir general inefficiency combined with administered prices that
do not fully reflect costs, most public enterprises and utilities have
constituted _“EEE_gEE&gﬂgn_;hﬁhpuhl;g_gggggges, as have the large subsidies
ogﬂgghligix:é}strlbuted food and on fertilizer. Consequently, despite the
large and growing volume of foreign aid in support of current as well as
capital expenditure, the implementaticn of many prolects (both aided and non-
aided) has been hampered b§—Iﬁ§ETfiEZ§§£:§i;£ﬂrdy of domestic
funds. Domestic resource mobilization will therefore need to be proved
substantially if ¢ ganﬁﬁlaallnugﬁgmentgratin is to be raised above the current
10%Z level of GDP. Furthermore, this effort will have to be all the greater
as Banglada h approaches se1f~5uffic1ency in foodgrain production, since food

aid, one of the main_ X ! ' decline.

15, The task of raising additional domestic resources is wide-ranging,
involving not only a strengthening of the tax effort, but in addition improved
performance of the public sector business enteiyrises and utilities and
reduction of the three key subsidies (on jute,
The Government has shown growing awareness of the problem. In April 1979 the
Taxation Enquiry Commission submitted its report, although this has not yet
been made public nor made available to the Bank. However, several of the 2
measures suggested by the Commission's interim report of 1978 have been e
implemented, particularly with regard to tax administration. Similarly, five
comnittees formed to study aspects of domestic resource mobilization have
completed their reports. While IDA has also not obtained these studies, it is
evident that a start has been made to implement some of their recommendations.
In FY79 and thus far in FY80, a wide range of producer and consumer prices

e raised substan in an effort ontain or reduce subsidies. In
some cases these price adjustments only kept up with inflation, but in others
they served to reduce the subsidy burden in real terms.

16 The tax effort has improved in recent years, but much more needs to
be done. Improvement in tax administration is probably the most promising
avenue for raising, in the short run, additional revenue from indirect taxes

and the income tax. The agricultural sector remains substantially undertaxed.

1/ The jute subsidy averaged nearly Tk 700 million ($45 million) annually
during FY77-79. The jute mills are expected to earn a substantial profit
in FY80 due partly to the devaluation of the Taka and mainly to the large
rise in world prices- of jute goods this year. This recent profitability
may well prove to be a very temporary phenomenon (see Section F.5).

food and agricultural inputs).

. = N
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4/
Specific new measur=ss could include an increase in land revenues (graduated
according to the size of holdings) together with &(phased re
input subsidies, especially those on fertilizer rrigation water.
itional measures would also be necessary t i A
system to the very poor, or to convert it into a genuine relief operation.

17. In view of the preponderant-xele of public sector.enterprises and
utilities in the economy, it will not be pessible to dimprave resgurce
mobilization commensurate with the requirements unless a substantial
Eﬁﬁﬁiﬁﬁﬁfgzﬁﬁcagﬁggrsecufe -om._these units. TS“EHTE‘EEEZ‘?%EE?QEQUCial
return on capital invested needs to be improved through a combination of
pricing policies to reduce subsidies and action programs to achieve greater
efficiency. Steps need to be taken to eliminate the widespread cross-
subsidization which continues to distort cost structures and financial results.

18. Bank economic reports have drawn attention to the need for improve-
ments in government accounting, auditing and financial management. Actual
expenditure data continue to be late and incomplete, including those for the
development budget., The recurring Taka shortage for financing of the local
currency component of certain development projects stems primarily from the
general scarcity of funds, but is aggravated by inflexibility in reallocating
budgeted funds from slower to faster-moving projects. Consolidated and
clarified public sector accounts and flow-of-funds analyses, detailing the
fund flows between the public sector enterprises and the Central Government
would provide a valuable instrument for managing the public finances. The
preparation of the Second Five-Year Plan provides a new opportunity to take
stock of such issues and to propose an action plan aimed at improvements.

19, Capacity Utilization and Implementation Capabilities. A major
rob ;.EE%EEEXEEE the disappointing overall performance of the economy - and
particularly the performance al output and the record to date of

the family planning program - has been a_low rate of capacity utilization.

And this has generally stemmed not so much from inadequate resources as from _

administrative bottlenecks and lack of adequate management. In the agr1culfhral$h~:}

sector, for example, existing irrigation equipment continues to operate far <f___—-
below designed capacities, mainly because of the failure of the public

distribution agencies to i d te spares, diesel fuel and maintenance
services. Available data also suggest that whereas the Government has had y
g;;E_EEEEg55‘;E_ggggga:ing_dﬂmané_igz_ﬁggilx_glann;gg_serv1ces (about 25% of 7.
e€ligible couples have expressed a demand for such services), the actual ¢:?‘"é29
distribution of contraceptive materials and services falls far short of such

demand. Failure to satisfy this demand has not been because of a lack of

financial resources, but rather is attributable to poor management, adminis-

~ trative bottlenecks, inadequate visitation of households by Iield workers,

poor coordination among concerned government agencies and inadequate transport
and other logistical support services.

20. In the industrial sector, despite a gradual improvement in productienggan,
since independence, many enterprises continue to suffer from low rates of -
capacity utilizat There has been an overall improvement in recent years

as average capacity utilization rates have risen from 56% in FY74 to an
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estimated 657 in FY79, but rates of capacity utilization remain gg;tiggl&i}ytf?/}/
low_in chemicals (50%), anginﬁﬂzing_LiQZ),_ggggl;zzggf_bnd_good processing
(40%) . Factors underlying the problem include: irregular and iﬁsﬁfficzpnt
raw materials supply; equipment breakdowns and poor maintenance; insufficient
labor training and migration of key personnel to the Middle East; adminis-—
trative delays linked to excessive centralization; frequent pover cuts; in-
adequate transportation; lack of spare parts and components linked to foreign
exchange shortage; and lack of working capital (causing insufficient procure-
ment of spares, components and,in some cases, raw materials). Thus, low
capacity utilization is only a symptom of a variety of serious problems
affecting production efficiency.

215 GOB is cognizant of the above deficiencies and has been working

closely with the Bank and other donor aid agencies to try and correct them.

For example, IDA is currently financing a pilot project for command area develop-
ment which should establish the basis for a more effective use of irrigation
facilities, both in terms of raising the capacity utilization of such facilities
and of improving access to irrigation water by small and marginal farmers.
Implementation of action programs developed under IDA-financed imports program
credits have resulted in significant improvements in the performance of various
manufacturing industries, notably in the jute, textile and export-oriented
industries. GOB has also taken a number of significant steps in recent months
to streamline the administrative arrangements for its family planning program

in an effort to accelerate the program's implementation. In all of these
sectors, however, high rates of return would pertain to intensified efforts to
improve the performance of existing programs and projects.

22 While this demonstrates that relatively poor project planning,
preparation and implementation capacity remains a principal constraint to
more rapid economic growth, there are signs of encouraging improvements.
Disbursements of project aid (in current US$) increased steadily and at a
rapid rate, from $147 million in FY77 to $255 million FY78 to $357 million
in FY79. Another significant increase, to between $460-490 million, is
projected in the current year. Total Government ''development expenditures"
(i.e., ADP expenditures) also increased rapidly over this period, from

Taka 10.4 billion in FY77 to Taka 12.5 billion in FY78 to Taka 16.5 billion
in FY79 and are projected to reach about Taka 22 billion in FY80. Disburse-
ment on IDA projects (excluding program credits) has also shown significant
improvements, increasing to over $56 million in FY79, as compared to $38
million in FY78 and around $25 million in each of the preceding three years.
IDA disbursements as a percentage of the amount outstanding at the beginning
of the year reached the respectable level of 19% in FY79, as compared to

14% in FY78 and 10% in FY77. The corresponding ratio of total project aid
disbursements to the "opening pipeline" has similarly increased significantly
in recent years, from 157%-167% in FY76 and FY77 to between 22%-25% in the
period FY78-80.

23, Balance of Payments. Bangladesh's balance of payments continues to be
characterized by a massive structural trade deficit and a heavy dependence on .
foreign aid. Export earnings.in FY79 represented less than 7% of GDP and less £~
than 40%. of the import bill. Moreover, Bangladesh's export structure continues to




be dominated by raw jute and jute goods, which together accounted for 70%

of total export earnings. The FY79 current account deficit of $865 million

was equivalent to about 9Z of GDP. Assuming that 75-80Z of the ADP constituted
real capital formation, foreign aid (according to the balance of payments) was
equivalent to between 1197 stment component of the ADP.
International reserves at the end of FY80 are expected to be equivalent to

only one month of projected FY81 merchandise imports, while debt service
currently claims 167 of merchandise exports. Unfortunately, the outlook

for the balance of pavments in the vears ahead is not favorable. The world

demand for jute and jute products is not buoyant, and the terms of trade —-
following some improvement in recent years -- are likely to deteriorate

in FY81. Supply constraints and other limitations hinder the development
of mon-traditional exports, while the possibilities for rapid import
substitution (in sectors other than agriculture) are also limited in the
short run. The OPEC price increases of 1979 and early 1980 are already
having a serious impact; Bangladesh's FY80 petroleum bill is_exp ed to

exceed its FY79 bill by over $200 million, and this bill is projected to
ificrease by at least another $40 million in FY81. 1In the short run, therefore,

a substantial increase in foreign aid (particularly commodity aid) appears
to be required even to permit the economy to grow at a very modest rate.

24, The following table summarizes the evolution of the balance

of payments as realized in the years FY78-79 and as projected for FY80 and
FY81.

BALANCE OF PAYMENTS, FY78-81
(in millions of US dollars)

e/ e/  p/ p/ Growth Rate (%)
FY78 FY79 FY80 FY81 FY78/79 FY79/80 FY80/81

Merchandise exports, fob 497 603 743 835 23 23 12

Merchandise imports, cif -1,349 -1,603 -2,497 -2,740 19 56 10

Trade Balance -852 -1,000 -1,756 -1,905 17 76 8

Services (net) ~17 -5 -16 -1 - - -

Private transfers 83 140 162 186 69 16 15

Current Account Balance -736 -865 -1,610 -1,718 17 86 7

Amortization of MLT debt -35 =55 =37 =40 - - -

Other capital (net) a/ =1 -28 145 20 - = -
Disbursement of

External Aid 797 1,016 1,366 1,760 28 34 29

of which: Food aid 182 187 394 500 2 111 27

Commodity aid 352 472 512 660 34 8 29

Project aid 255 357 460 600 40 29 30

Change in reserves
(-= increase) 25 ~124 136 ~22 - > -
Reserve level (end of year) 269 393 257 279 - - -

e = estimated actuals. - ~
p = projected
a/ Including IMF transactionms.



23, - Between August 1978 and August 1979, the Government undertook a
series of exchange rate adjustments whereby the Taka was devalued by

about 247 against the Pound Sterling. These adjustments served to strengthen
the profitability of the jute sector and the allocation of resources within
the economy. In July 1979, the IMF approved a Stand-by Arrangement for a
period of one year in an amount equivalent to SDR 85 million.

26. The terms of trade, having improved somewhat (5%) in FY79, are
expected to remain unchanged in FY80 as rising export prices for jute

goods help to offset the impact of rising petroleum and other import prices.
Total FY80 merchandise exports are expected to increase by about 24% and
imports by over 50%; foodgrain and petroleum purchases alone are expected
to account for over three quarters of the increase in imports.

27 Exports and Export Policies. Exports account for about 8% of GDP and
play a relatively minor role in the economy. Export earnings (in current prices)
increased at an average annual rate of only 107 between FY73 and FY79; the growth in
real terms, therefore, was negligible. Only in FY78 did export proceeds

exceed the average level of earnings of the 1966/70 pre-liberation period.

Six products accounted for 95% of total exports between FY73 and FY79

namely, jute goods, raw jute, tea, tanned and semi-tanned leather, frozen

marine products, paper and newsprint. Of these, raw jute and jute goods

continue to dominate, although their share in total export earnings has

declined from 89% to 69% over the same period, while the other four

product groups have grown in importance from 9% to 27%. Manufactured

goods (primarily jute products) account for about 60% of total exports

and the public sector is responsible for nearly 85% of manufactured

exports. Details on the structure of exports and on the recent performance

of the export sector are provided in Table 11 (page 61) of the Bank's

recent economic report (Section F.3).

28. Major constraints and problems in the export development effort
include the inadequacy of supplies for export and the need for active
product development. This applies to new products, but is also important
for established non-traditionals such as leather, marine products, and
tea. The Bank has been assisting GOB to identify projects in the non-
traditional areas, but progress has been slow. The Bank has also been co-

operating closely with GOB in its efforts to develop an appropriate
institutional and policy framework to foster export growth. In 1979, an

Export Development Program was launched with the aim of (i) strengthening

the institutions responsible for export promotion, particularly the Export
Promotion Bureau,(ii) initiating actions to develop export policies and to
streamline and rationalize procedures, and (iii) initiating market studies

to determine potential export items. On the basis of studies already completed
under the above Program, a draft Export Strategy Statement for FY81-85 has

been prepared for incorporation in the SFYP. Needless to say, in view of the
structural characteristics of the economy as a whole and of the external sector
in particular, the Government should be urged to make every possible effort to
promote domestic and foreign private investment as well as further public invest-
ment in the export Sector. The-Bank will continue to collaborate in such
efforts, including through the provision of technical and other forms of
assistance as may be necessary. - -




C. . Privatization of the Economy

295 Since independence, which was followed by the nationalization of
most Industrial assets, banks, and many service industries, the private sector
has played a very limited role in capital formation in Bangladesh. Successive
governments have moved progressively, albeit slowly, towards encouraging
greater privatization of the economy. Particularly in the last two years,
however, the CGovermment has increasingly recognized the inherent limitdtions
of the public sector's capacity to manage the development effort on the scale
required, and it has taken a number of constructive steps (some at the urging
of IDA and AID) to foster an enlarged role for the private sector. These
steps include: the elimination of limite on foreign investments; increased
investment incentives; the opening up of sectors previously reserved for public
enterprises for private sector participation; simplification of licensing
procedures; and an enlarged availability of long-term credit facilities to

the private sector.

30. In agriculture, GOB has similarly encouraged private sector provision
of irrigation equipment and other essential inputs. Specifically, GOB is moving
to divest itself of the responsibility for the provision and maintenance of
irrigation equipment. For example, deep tubewells, as in the case of shallow
tubewells, are now being offered for sale to farmers and a major private sector
sale program is expected to be launched over the next year under the recently
approved IDA-assisted Low Lift Pump project. Furthermore, fertilizer distribution
at the wholesale level has now been opened up to the private sector in three of
Bangladesh's four divisions, and there are plans to expand this coverage to the
entire country by the end of June 1980. In addition, the distribution and sale
of pesticides is currently being handled by the private sector.

31, In spite of these trends, private sector involvement, particularly in
manufacturing, remains modest. Constraints to a more rapid growth of private
sector investment in the industrial sector include: administative bottlenecks
and cumbersome procedures for obtaining credit and import licenses; the lack

of adequate information available to entrepreneurs on realistic investment
opportunities; and a lingering mistrust among potential investors regarding
GOB's bona fides in wishing to guarantee a long-term role for the private
sector in the economy.

32. GOB is cognizant of these deficiencies and has adopted some measures
to correct them. For example, a high-level Board has been established within
the Ministry of Industries to review and streamline administrative procedures,
a duty-free Export Processing Zone is in the planning stage, and a revised
Foreign Investment Bill is currently being debated by the Parliament.

w 33, Much more, however, needs to be done if the level of private sector
;Ezgggmggp,is to approximate tﬁEELEE?IEEEEEfihder the SFYP. The transition

rom a predominantly public sector economy to a mixed economy, in which foreign

as well as domestic private enterprises are able to make a significant contribution,

cannot be achieved easily. The Bank Group and, in particular, the IFC could

play a significant role in helping to engender greater confidence in the private

sector and in assisting GOB to develop appropriate policies for the future

growth of the sector. We should therefore continue to encourage GOB to make

greater use of Bank Group assistance and facilities in these areas.




Ds The Food Situation

34, Beglmning in late 1978 and-continuing through mid-1979, Bangladesh
experienced an ext seve . This, together with a shortage of
diesel fuel for irrigation pumps in the first half of 1979, led to the stagnation
of foodgrain production between FY78 and FY80, and in calendar year 1979 to an_
estimated 77 drop dn production as compared with calendar year 1978. Combined
with a serious slippage in food aid arrivals in the first half of 1979, this
production decline led to a drop in per capita food availability and soaring
rice prices. DMeanwhile, low domestic foodgrain procurement combined with high
offtakes under the ration system (also consequences of the production shortfall)
depleted public food stocks. In contrast to the targeted level of one million
tons, stocks fell to the dangerously low level of 209,000 tons at the end of
June 1979. ) '

35 These difficulties were increased by GOB's lack of an effective early
warning system and inadequate food policy coordination and management. Once
the full dimensions of the problem were appreciated, GOB moved quickly to
arrange direct foodgrain purchases, to obtain additional food aid, and to
accelerate deliveries. An estimated 1.7 million tons of foodgrains were
delivered over the lean period June-November 1979, GOB managed their arrival
and distribution expeditiously, and a potentially calamitous food scarcity
situation was avoided.

36. In May 1979, as the impending crisis unfolded, GOB requested the Bahk

to convene a special Aid Group meeting to consider Bangladesh's food situation.
As the urgency of the situation progressively diminished, however, the focus of
the meeting shifted from the consideration of immediate needs to the establish-
ment of a medium-term perspective and framework for evaluating key food policy
issues. A Bank mission visited Bangladesh in September/October 1979 and prepared
a report which was distributed as background material for the special Aid
Group meeting that was convened in January 1980. That report represented a
proposed licy package that comprised the following main components:

a. Those principal existing channels of the public distribution
system which do not benefit the needy classes should gradually

be closed down. Only those components which reach the poor -
such as Food-for-Work and some modified rationing - should be
retained.

b. Pending this total transformation of the public distribution
system, the subsidy component of the distribution system should
be reduced, and rice 1d be graduall stituted by wheat.

c. The main focus of food policy should shift £rom public dis-
tribution to market stabilization. Such a stabilization
mechanism should be based on two elements: an effective pro-
curement system and quick-response open market sales, whenever
necessary.
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d. To rationalize food policy, a Food Policy and Monitoring Unit
should be established.

37 In broad lines, the Government accepted these policy recommendations,
and it so stated in its own memorandum prepared for the special Aid Group
meeting. More specifically, the Govermment annoupnced (in confidence) that
ration prices would be increased on March 22, 1980 and that the composition
of the ration entitlement would be shifted from a 1:1 wheat/rice ratio to a
2:1 wheat/rice ratio,

38. As of March 26, however, this much-needed ration price increase had not

yet been effected. Tie Government has stated that This CIme was inopportune

in view of the fact the Parliament was still in session and because a strike of
low-level Govermment workers was underway. In the event that the ration pliculéiffl
has not been increased by the time of your vigit, hcwever, it would be appro-
priate to ezg;ess grave concern about the implications of further delay for

donor credibility. "

39. Although there was a large measure of agreement expressed at the
January 1980 meeting about the principles of food policy reform, a significant
shift from public distribution to a market price stabilization system appears
unlikely to materialize in the very near future. The Government argues - and
the Bank's food policy report concurs in this view - that such a shift would
require foodgrain stocks of at least 1.0-1.2 million tons. But such stock
levels seem unlikely to be attained in the near future unless the donors prove
willing to provide a significant amount of additional food aid. Very little
additional aid was in fact forthcoming at the January 1980 meeting as the
donors, on their part, expressed both their skepticism about the Government's
ability to run an open market sales system and their concern that additional
food aid might be dwindled away in the traditional channels of the public
distribution system. In a sense, therefore, the January 1980 meeting concluded
%E_ggglgmane,,with the Government.arguing.that it needed more food aid in

order to acquire the level of f stocks that would facilitate its-takdmng—-the
needed reforms, “while the QQQQ;S were incliEgg_gg,n:gss_fn:_xafnrms_(partlcu—

larly in terms of the ration system) before committing more food aid, Having
failed to obtain such additional aid commitments, the Government has undertaken
large commercial purchases - notwithstanding its very tight foreign exchange
budget position - in order to avoid a possible repetition of the 1979 food
crisis.

40. The food problem of Bangladesh is of course at base a production
problem, and most of the distortions in food policy stem from GOB's attempts
to reconcile conflicting objectives in dealing with the overall scarcity
situation. Hence, the issues relating to procurement, the ration system

and its structure, the burden of food and agricultural input subsidies,

the design of an open market sales system, the establishment of an adequate
food security stock, etc., must all be appraised in the context of food
production programs and policies. The thrust of our prospective negotiations
2i_lER2IE§_££2§£EEHE£EQEE_IK_Wi11 be on these dual sets of issues, i.e. food
Eroduction and food policy issues. With respect to the former, our objective
will be to accdﬂﬁﬁﬁé%?ﬂszﬁzzgzied programming and implementation of the joint
GOB/IDA Medium-Term Food Preoduction Plan (see Section F.5, Tab 4).

With respect to the latter, our objective will be to establish with GOB an
agreed agenda and timetable for implementation of some of the key recommendations
of the Bank's recent food policy report.

-
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E. Population Control and Family Planning

41. The population of Bangladesh is growing at a rate estimated
between 2.5 = 2.77 per annum; there are no clear indications vet that .AE’//

thie growth rate is declining. The Govermment's official target is to ye
reduce fertility to the replacement level by 1990, a slight backing off vip=/
from an earlier target (Ifcorporated in a Seven-Year Population Control §23L1«5334
and Family Planning Program, FY79-85) which was to reach that level by 1985.

In view of Bangladesh's socio-economic conditions, current administrative

realities, and most of all in light of the slow improvement in the performance

of the family planning program to date, there is no prospect that such an

ambitious target will be attained. The Government frequently expresses

its concern with and political commitment to population control, and

family planning is expected to receive high priority in the SFYP. Yet

much remains to be done to strengthen the performance of existing programs.

Their principal shortcomings are (1) managania;—iaadgggééies underlying
the failure of field workers to deliver services effectively, and (ii)
insufficient cooperation among the Government agencies involved.

42, In some respects, progress has been achieved. A large cadre

of field w x ired, trained and put in place. Partly due
o Government efforts, the dema i ing. Two IDA-

demand_for services is increasing
assisted population projects (totalling $37 million) are currently underway.
Marked progress in their implementation has been achieved over the past
six months, although such progress has not been reflected in the level of
disbursements because of the slow rate of civil works conscruction. GOB
has also recently taken some measures to improve staff discipline and
organization (including through the preparation of a newly developed
time-phased annual "Work Plan" for program implementation) and to
intensity the sterilization effort currently underway.

43, The overall results of the Government's program, however, é&fﬂ;?
are still far short of target, the supply of services is well below
the level of demand (which demand itself has been created in part by
the program), and the birth rate remains very high. Hence, there is

a need for an ever-greater sense of urgency to implement the program
more effectively.

F. Bank Group Assistance to Bangladesh ;

44, Bangladesh became a member of the Bank and IDA in 1972, Initially,
Bank Group operations in Bangladesh concentrated on the reactivation of eleven
credits, amounting to US$148.6 million, made originally to Pakistan before
1971. 1In addition, 40 new credits have been approved, totalling USS$1,146.7
million. Of these, USSS illion have b for program creditg_fE%gHE‘Iﬁﬁsit ;
program credits and one fertilizer imports credit). A Statement of Bank Loans and
IDA Credits as of March 25, 1980 is contained in Section G.1. A copy of the
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proposed Lending Program as given in Attachment 1 of the March 5 CPP is at
F.1l. Of the 40 new credits, 14 credits totalling US$258.5 million have been
directed towards agriculture and rural development, excluding subprojects
under various Technical Assistance credits allocated to that sector. On

June 18, 1976 Bangladesh became a member of the IFC, and IFC's only investment

(High Speed Shipbuilding and Engineering Co., Ltd.) was approved on May 10,
1979,

G. Amount of Lending

45, The issue of an increase in IDA lending to support GOB's SFYP has
been raised repeatedly in recent discussions. The CPP recommended that we
inform GOB that IDA could increase Bangladesh's shares of IDA resources (the
CPP suggested from 8% up to about 10% of total IDA) given improved performance

on three specific criteria:
(a) measures to improve absorptive capacity and continued

improved implementation performance;

(b) appropriate investment strategies, particularly in the agri-

cultural sector; and

(c) domestic resouree-mohilization.

(See paragraphs 98-103 of CPP at Tab F.l.) Support for the agricultural sector
would be the cornerstone of project lending. (See paragraphs 82-94 of CPP.)
This was the subject of President Ziaur Rahman's letter of December 22, 1979
to Mr. McNamara which requested an annual IDA commitment of US$600 million in
support of Bangladesh's SFYP efforts. 1In both his discussions with Ambassador
Husain on January 7, 1980 and his formal reply, Mr, McNamara reiterated the
position IDA has consistently taken for some years now: A lend e
increased if GOB improves its overall project preparation and implementation
capacity. In his remarks to the Ambassador Mr, McNamara indicated that

in response to significant improvements in these areas, the Bank Group could
approach the $600 million target in FY85, the last year of the SFYP period.
Mr. Stern repeated this amount in Dacca in February, but it was not mentioned
in Mr. McNamara's Tetfer reply to the President.

H. Program Lending

46, GOB is also likely to raise the issue of program lending and request
that future amounts of this form of assistance be ent
approved levels (US$75 million p.a.). As stated in the CPP (paragraphs 85-89),
while continued program lending will be necessary, in the absence of conditions
conducive to structural adjustment lending, we do not now recommend an increase.
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OFFICE OF THE PRESIDENT

BANGLADESH: Country Program Review Meeting, March 20, 1980

Present: Messrs. McNamara, Stern, Baum, Gabriel, Haq, Waide, Horsley, Yang,
Robless, Hopper, Wiehen, Picciotto, Holsen, Dunn, Slade, Armstrong

Mr. Stern commented that this CPP was the first produced under new
CPP guidelines. While the document was very complete and persuasive in its
assessment of the country's many problems, it was not very strong in its under-
lying policy analysis. As to the lending program, Mr. McNamara had already
informed President Ziaur Rahman about the Bank's willingness to increase its
lending level if the country's economic performance improved; however, the
paper's criteria for evaluating country performance were rather imprecise.
The analysis of program composition was also rather imprecise; while the paper
put emphasis on agriculture and population, only two agriculture projects were
in the program for FY81, raising questions with regard to the Bank's prepared-
ness and pipeline. He concluded that (a) the Bank should not go up to 100% in
project cost financing; (b) the Bank should not take the initiative of telling
the Government anything further with respect to its intentions; during his
forthcoming visit, Mr. McNamara should only restate that the Bank could increase
lending if the Government improved performance; and (c) program lending should
be maintained at a rather modest level and the suitability of structural adjust-
ment lending in the case of Bangladesh should not be considered because, in the
case of this country, structural adjustment was indistinguishable from the
general development process.

Mr. Baum commented that he had also been struck by the lack of defi-
nition and the imprecision of the criteria for measuring performance. CPS
strongly disagreed with many elements of the Government's overblown investment
program. He agreed with the country's emphasis on agriculture but observed
that the Government would have to discontinue its large uneconomic water
schemes. He recommended that the Bank assist the Govermment in strengthening
the administration of its population programs. Finally, he said that the paper
was rather weak on the country's energy situation and program.

Mr. Gabriel commended the Region for an unusually candid assessment
of the country's difficulties and suggested that the Bangladesh aid group be
emphasized as a good vehicle for the Bank to influence the other donors. Mr.
Waide commented that the Bank should not limit its assessment of the country's
performance to just three criteria; a broader set of criteria was needed.

Mr. McNamara made the following points:

(a) He asked Mr. Hopper for a statement in writing on the performance
criteria to be used by the Bank which he could use during his forthcoming visit.
Project preparation and implementation performance were the central elements for
the Bank's further involvement and management had to be very clear about what
constituted good performance.

(b) Program lending should not exceed 20% and should not be as high as 20%
if there were no good performance in terms of macro-economic policies as well
as project preparation and implementation.

(c) As to project financing, the Bank should maintain its present policy,
i.e., total foreign exchange financing should not exceed 90% or total cost financ-
ing should not exceed 75%.
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(d) He was worried about the unrealistic targets of the country's
development plan which was, as the paper put it, a political manifesto rather
than a plan.

(e) He asked Mr. Hopper for a brief statement on talking points for his
meeting with President Ziaur Rahman during his forthcoming visit.

(£) The next CPP review should assess more carefully the Government's
program for the landless.

With regard to project cost financing, Mr. Hopper replied that the
shortage of local currency funds was a serious limiting factor. Other donors
had gone up to 100% of project cost financing; he enquired whether the Bank
could go as high as 100% in the case of cofinanced projects. Mr. McNamara dis-
agreed; lack of domestic resource mobilization was one aspect of poor country
performance. It would be wrong for the Bank to be financing 100% of project
costs.

Mr. Hopper agreed with Mr. McNamara's statement on the lack of real-
ism of the five-year plan. The document was a political statement made by the
President and the Region was trying its best in its dialogue with the Government
to introduce realism into the annual investment programs. If these annual plans
turned out to be as unrealistic as the five-year plan, the Region would have to
come back for a review of its program.

CKW
March 31, 1980
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I. BACKGROUND

A. Introduction

1is The last CPP for Bangladesh was dated December 22, 1977 and reviewed
on January 13, 1978. The most recent Economic Report (Bangladesh: Current
Trends and Development Issues) was distributed on December 15, 1978 and sub-
sequently published as a World Bank Country Study in March 1979. An economic
updating mission was in the field in September/October 1979 and will complete
a report in March 1980 for the May 1980 regular meeting of the Bangladesh Aid
Group. A food policy review mission was in the field at the same time; its
report which was issued in December provided the background for a special
meeting of the Aid Group in January 1980 to discuss food aid and policy.

2. On the basis of the normal DPS guidelines for the allocation of

IDA funds, Bangladesh should be receiving about 10 percent of IDA resources.
In fact, this was the share which Bangladesh did receive during its first
years of membership. Thereafter, as the difficulties of project implementa-
tion and preparation in Bangladesh became more apparent, it was decided to
reduce its share below what would otherwise be justified. Bangladesh is
therefore scheduled to receive only about 8 percent of IDA resources under
the Fifth IDA replenishment and is projected in the current matrix to maintain
the same share in IDA Six. While Bangladesh has shown some significant pro-
gress over the past few years, we are not yet ready to recommend an increase
in the currently authorized lending levels to Bangladesh . However, in line
with our repeated stat nts to the Government that improved perfermance
would bf1Egh5E35Eﬂzaggzggégziﬁz;nganu:nes, if current positive trends conti-
nue, we would expect our next CPP to recommend that Bangladesh's share of IDA
resources be increased progressively to the share it would receive based on
IDA allocation guidelines. This CPP recommends specific criteria to be-
communicated to th___yernment for JudgL g whether Banzlgdggh_a_peziarmance

merits such an increase in its share of IDA resources.

2 The major positive factors which, if continued, would justify an
increased share for Bangladesh in IDA resources are as follows:

(a) 1increased absorptive capacity as indicated by significant
_increases in project disbursements by IDA and other
lenders (see paragraphs 55 and 56);

(b) 1mproved domestic resource mobilization, and reduction

in subsidies (see paragraph 11);

(c) improved export performance (see paragraph 12);
(d) EEE;EZEEEEEEﬂiE—ngiéll agricultural policy and
er formar taking account of weather variations
‘?Eﬁii:ﬁ;ph 14);

(e) improved policy toward the private-sector
(see paragraph 13); and

(£) improved project generation (see paragraph 56).
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These were backed by increased political stability and positive and dynamic
political leadershlp setting goals which, while unrealistically ambitious,
are generally in line with economic prlorlties.

4. One of the areas where there has been little if any improvement is
in planning. The Government will launch its Second Five Year Plan (SFYP) in
July 1980, but current indications are that it will set unrealistic targets
and will lack a consistent macroeconomic framework or a suitable set of poli-
cies for 1mplementat10n. The projections contained in this CPP are our own ;
these set forth a normative and reasonably dynamic scenario (as reviewed in
the light of past performance) 1/ but still a much less ambitious program than
is expected to emerge in the Government's SFYP. Plan preparation has been
made more difficult due to conflicts between the President and the planners
themselves, who have argued for more modest goals. We do not consider it
feasible to persuade the President to change his targets, nor do we see any
advantage in openly opposing them. In most cases the areas of concentration
enunciated by the President are correct. It will be more fruitful to support
efforts to achjeye as rapid prggzggg_aﬁ_pgggihi% in prlorlty areas by provid-

ing assistance to the concerned Government officials in developing action

programs and carrying them out, e.g., _g_;gg;gaag__agglgultural production,
improved domestic resource mobilization, and 1mproved im glementag&gg_gﬁ devel—
ggggggﬂgggjgﬂza¢_ We appear to be achieving positive results in our efforts

assist the Government in development of a medium-term crop production plan,
and we expect to continue to make agriculture a cornerstone of our assistance
to Bangladesh. We have also recently been requested by the Minister of
Planning to provide technical assistance in the development of policies and
programs for accelerating plan implementation. We have responded favorably
to this request and are working out arrangements for identifying more pre-
cisely the type of assistance required. Given the sensitivities involved in
assistance to planning in Bangladesh, this effort (like previous ones) may
be stalemated, but it is worth pursuing. Through these and similar efforts
it is hoped that we can work around the difficulties caused by the overly
ambitious plan.

5. Out ability to influence policies in a positive direction will be
strengthened if we indicate that further improvements in performance will
bring increased lending activity and that deterioration would reduce the
amount of assistance which Bangladesh could expect. It is proposed (see
paragraphs 98-103) that we inform the Government of three specific criteria
for evaluating whether Bangladesh's per formance justifies anreaSLng o

decre351ng its share of IDA sources:
S L e s

—

~ .. (a) improved absorptive capacity, as indicated inter alia

. by disbursement performance and project gene ion

e ‘ capacit

(b) appro riate investment strategies, e.g. progressive
increases in agrlcuIture's share of investment, and

1/ Five percent annual real growth in GDP and 4 percent annual growth
in value added in agriculture.
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avoidance of low-return, capital intepsive, long
gestation projects; and

(¢) domestic resource mobilizati particularly growth
in the Government resources made available for devel-
opment purposes, strengthening the revenue structure,

and efforts to stimulate private sector activity

leading to greater private sector savings and invest-
ment,

The above criteria have been selected because they are prerequisites to
increased productive lending by IDA to Bangladesh.

B. Recent Major Political Events

6. The most important political phenomenon of the last three years has
been the gradual and peaceful transition of President Ziaur Rahman's govern-
ment from a martial law regime to civilian rule. The President, having had
his position endorsed by a 99 percent vote in a referendum on May 30, 1977,
won a Presidential election with 76 percent of the vote in June 1978. Parlia-
mentary elections were held in February 1979. The President's new Bangladesh
Nationalist Party (BNP) won 68 percent of the 300 seats contested although it
polled only 41 percent of the votes. A faction of the Awami League (the party
of the assassinated Sheikh Mujibur Rahman) received 24 percent of the votes
but only 13 percent of the seats. The Parliament was convened in March. It
has substantial powers on paper, but so far it has been allowed only a figure-
head role, serving mostly as a debating arena.

T's The President's political performance has been impressive in some

respects. He has gained a significant measure of genuine political support,
but this has been at the cost of wooing and i i i i ,

representatives of almost every part of the political spectrum. Most of his

popular support seems to come from the urban middle class and the rural power
elite, the landed and wealthy in towns and villages. A major factor in his

success in establishing the BNP came form the backing of many former members
of the Muslim League, a hard-line, conservative Islamic party. The President
is seeking to obtain broader support form the rural masses and appears to be
genuinely popular with the people. However he lacks the political organiza-
tion in the countryside established by the older political parties, 1In the

meantime, the President's real power remains substantially based on the army.

This is still in essence an authoritarian, military regime. The President is
ing. more to trusted military friends to fill key positions in the

cabinet and the bureaucracy. Some dissension in the army remaims, in the form

of remnants of the radical left, "soldier's army" revolutionaries who origin-
ally put the President in power in 1975. The army's support for the President

may be waning, and thus his campaign to gain ground at the grass roots level
—— . - B ——— e ——————
seems even more important.

R m———

8. This presents the President with a formidable problem in providing
a policy focus for his Government. On the one hand, he needs to placate
the rural masses and the lower ranks in the military, but on the other hand
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he can't do much to really improve their lot without alientating his carefully
acquired backers from the urban and rural elites. This will affect the Govern-
ment's ability to move in certain directions, e.g., towards redistribution of
income, through land reform or a more equitable food distribution policy.

Thus, while a real degree of stability has been achieved, there remain areas

of strain. It is conceivable that a severe crisis, poorly managed, could

bring down the Government. Over the longer runm, the need for significant

growth of E;ggysiiﬂn_EQ‘BQQE,EEEg with population growth and avoid a further
decline in rural living s lards, and the need for policies to cope with the

= growing problem of rural landlessness, provide serious challenges to the

Mo

L]f

—-f"/“'— i

——- _—

stability of any Bangladeshi Government.

oA Recent Major Economic Events

9. The performance of the economy and policy-makers over the last two

and one-half years has been reasonably good. Foodgraip ched a
record level of 13.1 milli in_FY78, partly as a result of constructive
government measures to increase the supply of inputs and to maintain incentive

output prices. Industrial output grew by 10 percent, again partly because of
government policies such as increased investment and liberalized imports. GDP

grew by an estimated 8 percent in real terms.

10. However, a prolonged drought was the major cause of successive

crop failures in FY79. A serious potential food shortage situation, which
was not well foreseen, arose in mid-1979. Notwithstanding the decline in
agricultural output, other sectors, notably manufacturing and construction,
showed continuing growth momentum. Faced with a potential food crisis, the
Government performed well in mobilizing additional imports and coping with
the logistical problems of emergency food transportation requirements. But
while the danger of famine was overcome, the food crunch did lead to inflation,
and the need for emergency food imports required a slowdown in other imports
reducing the rate of growth in other sectors of the economy. Over the last
eighteen months, then, there has been little growth in per capita income, and
inequity in income distribution may have increased.

Iis On the bright side, there have been several positive policy steps,
particularly in domestic resource mobilization and reduction in subsidies.
Agricultural input subsidies have been reduced--for example on fertilizer,

an action advocated by IDA., Foodgrain ration prices have been increased and
the wheat/rice ratio improved. Procurement prices for rice and wheat have
been increased to maintain adequate farmer incentives. In the public utili-
ties sector, most entities have increased their prices substantially. Tax
administration has improved significantly, although there is still substan-
tial scope for further improvement. Overall, Government revenues increased
by 20 percent in FY79 and a further 20 percent increase is projected for FY80.
The rise in current expenditures (excluding those included in the development
budget) was limited to 9 percent in FY79 and is budgeted at less than 6 percent
in FY80. The percentage of development expenditures financed by the current
budget surplus increased from 17 percent in FY78 to 23 percent in FY79, de-
spite a 30 percent increase in development expenditure. The current budget
surplus is projected to finance 29 percent of development expenditure in FY80.
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L2 Relations with the IMF have been good, and agreement on policy
measures including a series of mini-devaluations led to an IMF standby in
September 1979; an EFF mission is proposed in early 1980. Remittances from
Bangladeshis working abroad have continued to increase. Foreign exchange
reserves increased temporarily in spite of emergency cash food imports and
the familiar imbalance between exports and imports, but still comprise only
two months imports equivalent. Total exports increased by about 20 percent
(in current US dollars) in FY79. The trend to diversification continues with
the share of non-jute exports in total exports increasing progressively from
10 percent in FY73 to over 30 percent in FY79. The institutional support in
the Export Promotion Bureau has improved considerably and the Bureau is
working on proposals for improving export incentives. Nevertheless export
earnings in FY79 were still less than 40 percent of imports and the
Bangladesh economy must continue to be expected to be heavily dependent

upon foreign aid.

{3 Government policy in recent years has attempted to expand the role
of the private sector. Measures taken during FY79 for encouraging private
industrial investment include improvements in the incentive structure for
investment, simplification in the industrial licensing procedures, waiving
of the previous $6.7 million maximum ceiling on private investment, and the
establishment of a special group within the Ministry of Industries to expe-
dite administrative approvals. In the agricultural sector, the private
sector's role in fertilizer distribution has been substantially increased:
based on the experience gained last year in one quarter of the country,
incentives were introduced in January 1980 in three of the country's four
divisions to encourage the private sector to take over most fertilizer dis-
tribution activities, expanding previous retail activities to the wholesale
level. Efforts are also underway to increase the role of the private sector
in the sale and maintenance of irrigation pumps.

14. The keystone of Bangladesh's economic performance for the foresee-
able future must be the rate of growth of agricultural production, particularly
food production., Bangladesh's performance in this field is still dominated by
the effects of weather, and the statistical analysis of trends gives results
varying greatly depending upon which years are taken. Nevertheless note
should be taken of record setting foodgrain crops of 12.8 million tons in FY76
and 13.1 million tons in FY78, and of an average 17 percent per annum increase
in fertilizer use since independence, with a 40 percent increase recorded in
FY78. Measures taken in recent years to improve input availability and to
maintain incentive pricing are believed to have been helpful in producing
these record crops, although much more can be done in these fields. The
recent steps referred to above to free the distribution of inputs from the

“constraints of an inefficient bureaucracy are a positive development, both in

their expected short-term effects and as an indication of the Government's
increased pragmatism in its efforts to increase agricultural production.
Other positive signs include the results of a joint Bangladesh/IDA review of
the Water Development Board leading to official endorsement of a strategy of
small, quick-yielding, low-capital intensity investments, and the progress
being achieved in the joint exercise to produce a medium—-term crop production
plan. The President's public commitment to achieving very high rates of
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growth in foodgrain production may aim too high (the Plan target will probably
be at least 20 million tons per annum, or a 50 percent increase in five years)

but it still may be useful in achieving appropriate increases in resources
being devoted to this key sector.

155 A major disturbing aspect of the economic scene is the status of
planning in Bangladesh. FY79 and FY80 were designated as a Two-Year Plan
(TYP) period. The two years were meant to offer an opportunity to focus on
longer-term development needs and priorities, to reorient policies, and to
think out the strategy and actions to be incorporated in the Second Five
Year Plan (SFYP) period, to begin in July 1980. 0ld projects were to be
finished off or weeded out, to clear the decks for new schemes supporting
the revised strategy. The results of this two year interim period have been
disappointing. Certain fundamental questions posed in the TYP document about
the direction economic development would take (such as the respective roles
of the public and private sectors, and policies regarding land ownership and
tenurial patterns to ensure rapid growth with equity) have not yet been
answered in the course of SYFP preparation. Virtually nothing has been
achieved in terms of the announced goal of selecting lower priority projects
to be terminated or deferred.

16 Preparations for the SFYP itself were somewhat delayed, by political
factors prior to the 1979 elections and appointment of the new cabinet in
April 1979, and by the diversion of policy makers' attentions from medium-
term planning to short-term food crisis management through the summer and

fall of 1979. In December 1979, with the first draft of the SYFP due in
March 1980, several vital decisions had not yet been made. The overall size
of the SYFP was still in doubt, as were the targets for GDP and the GDP growth
rate. Sector agencies had been asked to draw up their plans, but they had

not been given sectoral output or growth targets, overall or sectoral employ-
ment targets, or guidelines for likely sectoral resource allocations. Under-
lying the Plan's preparation has been a political conviction that a break

has to be made with the past and a more vigorous development policy pursued
during the plan period. There is a set of objectives, set out in the form

of Guidelines and National Economic Council decisions - in effect, directives
from the President. First priority is likely to be assigned to agriculture,
and within agriculture to the production of food. Since only one objective
can receive the highest priority, it may be argued that family planning should
take first place. “The Government also has indicated its intention to intensify
its family planning efforts. 1In any event, in view of the country's economic,
social and political circumstances, these are the appropriate first two prior-
ities. Emphasis in the next five years also is likely to be placed on the
satisfaction of a number of basic needs, including the provision of adequate
c¢lothing and primary education; rural electrification also will receive higher
priority. Given the delays experienced in the Plan's preparation, together
with the mixed signals received by the planners with respect to the politically-
determined plan targets and parameters, the draft SFYP cannot comprise the
detailed action programs that are required to translate an inspirational set
of targets into a truly operational instrument of economic management. Nor is
the draft Plan likely to clarify the relative priorities between the various
targets, the means to achieve them or the instrumentalities to resolve poten-
tial conflicts between them.
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17. Preliminary indications of the likely size of certain key parameters
of the SFYP are unsettling. The overall size of the Plan is likely to be
about US$17.6 billion, of which $12.5 billion will be in the public sector.
The private sector investment target of roughly $5 billion during the plan
period includes an estimated $1 billion in the form of non-monetary capital
formulation (canal digging and the like). Nevertheless, it implies that
private monetized investment will have to be raised to 6 or 7 times its '
present level (in real terms) by the end of the plan period. Net foreign aid
inflows are expected to be targeted at about $9-10 billion--or 70-80 percent
of public sector outlays. 1/ The President reluctantly allowed his original
food production target - doubling to 26 million tons in five years - to be
reduced to something over 20 million tons, with doubling now targeted for
seven years. The extremely ambitious, in fact unrealistic, nature of these

targets, and ho l w , will be the key determinants of IDA's
counfry strategy and plan for the next year or so. It 1s obvious that the

SFYP will be, at best, a political manifesto and not an economic guideline.
How to d ith this situation is a central question in the review which

follows of Bangladesh's country objectives.

I1. GENERAL REVIEW OF COUNTRY OBJECTIVES

18 While the SFYP is still being prepared, the direction the Government
intends to take is clear enough. The keystone of the SFYP will be the large
targeted increase in foodgrain production. The official target is likely to
be the achievement of foodgrain production of roughly 20 million tons per year
in FY85, compared to the latest estimate of roughly 13.0 million tons in FY80.
This revised target is technically achievable but would require significant
improvements in institutional performance and resource allocationm.

19. The second principal feature of the Plan will be its large size.
$12.5 billion of public sector investment, the lowest figure likely to be
accepted, compares to current actual Annual Development Plan (ADP) expenditure
of about $1 billion per year.

20. The third main feature of the SFYP is that this outlay would be made
possible by continued reliance on, and availability of, massive foreign aid,
which would finanee $9-10 billion or 70-80 percent of the total. The
President of Bangladesh has written to major bilateral and multilateral donors
mentioning these numbers and requesting commensurate aid pledges which total
to at least $30 billion. Achieving the likely SFYP target aid level would
require a significant increase in net transfers. The plan also would require

“that significant efforts be made to mobilize domestic resources and increase

exports,

1/ Even at this late date there is ambiguity about this crucial number. The
latest (February) drafts we have seen say $9 billiom, but the Planning
Minister still talks of $10 billionm.
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I While such goals of significant increases in the rate of growth of
foodgrain production and concomitant overall growth and aid are laudable, and
may even be technically conceivable under optimistic assumptions, they are
also unrealistic in the Bangladesh context.

22 An evaluation of Bangladesh's development strategy and performance
must be set in the context of this SFYP. Some key implementation questions,
yet to be d in Government documents and which feature in the discus-

“sion, include the following:

(a) The targets for food production necessitate an increased
proportion, and large absolute amounts, of investment for
agriculture and supporting infrastructure. Will it be

possible-to achieve this and at the same time avoid. an
u i att which could lead to less

rather than more growth?

(b) The rapid rate of growth targeted will require greatly
increased absorptive capacity. How will this be achieved?

(c) The plan will require significant progress in improving
domestic resource mobilization, while maintaining incen-
tives for increased private sector production and invest-
ment. How will this be reconciled?

(d) The Government's stated policy is to give a larger role
to and rely on the private sector to assist in achieving the
ambitious targets for investment. How will this be done?

23, Further, the SFYP will have to be evaluated within the familiar
context of constraints to growth in Bangladesh: a large population in a small
area; meager natural resources; inadequate infrastructure; and frequent

natural disasters. To this must be added a growing concern of recent years:
that the poverty problem is increasing. Landlessness seems to be on the rise;

fragmentation is certainly a problem and income distribution may be getting
worse. Another vital question then, is whether dramatic changes in the rate
of growth can be achieved without worsening the equity position. Can rapid
agricultural growth be matched by equally rapid rates of growth of rural
employment?

III. EVALUATION OF BANGLADESH'S STRATEGY, PLANS AND PERFORMANCE

A, Appropriateness of GOB's Development Objectives and Strategy

24, The Government's intended heavy emphasis on agriculture and rural
development in the SFYP, and especially a big push for accelerated growth in
foodgrain production, is surely appropriate. For many years IDA economic
Reports have taken the Government to task for failing to match rhetoric about
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the importance of agriculture with actual cash outlays. Agricultural invest-
ment as a percentage of the ADP has declined over time, from roughly 30 per-
cent in the early years after independence to roughly 25 percent now, and a
large part of even that inadequate allocation has been consumed by the sub-
sidy on fertilizer.

25. Bangladesh should be poised for large gains in agricultural produc-
tivity from the technical point of view. Cro i (especially in rice)
have shown little or no increase in spite of the development of modern tech-
niques, and are the lowest in Asia. With a concerted, well-planned, and
coordinated effort, dramatic gains and high rates of growth can, no doubt,

be achieved. 1IDA should support a major effort to increase foodgrain pro-
duction, but not endorse targets that are unattainable. The primary risk is
that the Government will embark on an investment program that is either so
unbalanced, or so in excess of available resources, that investment will be
dissipated and result in slower, rather than faster, growth. —

26. "Self-sufficiency" in foodgrains is a somewhat imprecise target,
depending as it does on the assumptions made about the requisite number of
ounces of consumption per capita per day, or the elasticity of demand for
foodgrain of people whose production and incomes are rising, or the rate

of population growth. A low estimate of gross production required in FY85
would be 18 million tons, and a high 22 million tons, compared to the prob-
able SFYP '"self-sufficiency" goal of over 20 million tonms.

27. The recent "Report on Food Policy Issues'" presented an illustrative
scenario for moving from 13.0 million tons in FY80 (the official estimate) to
a little over 18 million tons in FY85. This would require a growth rate of
nearly 7 percent a year, but this may overstate the difficulty of the task.

If FY78, a better weather year, is used as the base, the total growth re-
quired is only about 4.5 percent a year. Realization of such a scenario would
represent a sharp break with past performance and would require substantially
increased development allocations to agriculture, reordering of investment
priorities within agriculture, and above all a greatly improved capacity for
planning, monitoring and implementing programs for supplying the various
supporting services to the farm population. Most of the increase will have

to come from increased HYV cultivation, which is still constrained by lack of
suitable varieties, inadequate water control and periodic shortages of agricul-
tural inputs. Comsideration of these facts makes it clear that achievement

of the highly desirable goal of food self-sufficiency in the medium term will
require significant increases in the resources made available for grain pro-
duction and improvements in the distribution of agricultural inputs. Recent
measures to increase the role of the private sector in input distribution are
‘important positive developments. One of the principal conclusions of this

paper is that IDA should continue to assist the Government in drawing up an 4
implementation plan designed to reach its foodgrain production targets. A e

start has been made in this direction with IDA efforts to help prepare a o B A
medium term crop production plan. The next phase of this work should lead to /,kgifanr,
development of a detailed program of investments. We should carry on, to ““'}Ldk/d

assist in working out the associated implementation plans and required policy
changes.
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28. It is clear that the main element of any strategy will have to

be to get as many inputs - fertilizers, HYV seeds, and irrigation facilities -
into the field as idly-aé-.possible. Rough estimates of the resources re-
quired indicate that agriculture's share of total investment may have to

- _‘_-Fﬂ" —— ~ LE . - -

lncrease to 35-40 percent. Such a reordering of priorities is feasible, but
it will require a great deal of discipline in rationing expenditures in other
sectors. '

29. Whatever foodgrain production objective is adopted, its attainment
will be made difficult by constraints, other than input availability, which
have held back growth up to now and which may be more difficult to attack.
However great the effort to provide increased modern inputs and protective
investments, the weather - floods, droughts, and cyclones - will still con-
stitute a threat to foodgrain production targets. It may be hard to find the
political will, or strength, to counter well known socio-economic impediments:

2.8., tenancy arrangements which provide inadequate incentives to invest in

modern inputs, and inter-group rivalries which get in the way of effective
cooperative movements. Inefficient Government support institutions are
another familiar problem, but recent progress in expanding the role of the
private sector in providing inputs to the farmers, if continued, could over-
come a good deal of the bottlenecks holding up input supplies. Given adequate
assured inputs, Bangladeshi farmers have indicated an ability to learn new
techniques (e.g. the rapid growth of wheat production) despite the lack

of effective extension or research support.

30. Apart from obtaining rapid agricultural growth, the other clear and
necessary objective for any development plan for Bangladesh must be to reduce

population growth. The Government used to state that this was the number one
pfﬁﬁfﬁifiﬁﬂ%ﬁfg-solution the number one priority, for the country. In the
SFYP Guidelines, however, population control has been slightly downgraded to
"equal number one" with food production. This may be both reasonable and
understandable; the trouble is that the control of population growth is

given only passing reference in th i ines. In contrast to other objec-
tifE§"§ﬁEﬁ“E§_?GE§_S;;HuCtion, universal primary education, and rural elec-
trification, no targets are given, although they already had been set in
earlier statements. As for implementation, while population control still
figures predominantly in public and private statements by the President and
other leading members of his Government, performance is poor. Most observers,
including workers . in the program as well as external aid agencies, agree with
the analysis of the appraisal of IDA's Second Population Project, that the
main problem is that field workers are undisciplined and ineffective, partly
because of weak direction and inadequate supervision by the central adminis-
tration (see paragraphs 50-54 for further discussion of population matters).

FL Looking at these and the rest of the Government objectives as ex-
pressed in the SFYP Guidelines, they would please almost anyone. The prob-
lem is the absence of implementation. or investment pr to achieve these
objectives. While it may be premature to say that the SFYP will definitely
not provide such supporting plans, it seems very likely that it will not, and
that it will have to be judged instead simply as a statement of appropriate
goals. Planning Ministry officials recognize this gap and have requested IDA
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assistance in arranging for appropriate technical assistance in developing
their ability to prepare such programs and in supervising their implementa-
tion. We are following up on this request and hope we can work out an
effective assistance proposal, but even if the Government continues to follow

up on this matter with determination, it will take sometime before any improve-
ments can be effective.

B. Efficiency of Resource Use

a3ke Historically this has been one of the biggest problem areas in
Bangladesh's economic performance. The country's record will have to improve
if there is to be any chance of accelerating the pace of economic development.,
There are three aspects to the problem: the choice of appropriate individual
investment schemes; the allocation of resources between sectors so as to

achieve a balanced program in support of primary goals; and the effective
utilization of existing capital formation.

33, With respect to the first, the Government will have to defer large
capital intensive projects. There will have to be a premium in all sectors
on short-gestation, labor_ intensive, low capital-cost projects. The country
inherited at independence a legacy of dinosaurs - large scale, long-gestation,
high cost, capital intensive schemes - like the steel mill, the world's second
largest machine tool factory, and major gravity irrigation schemes. Since
independence Bangladesh has avoided such major uneconomic investments, but
this may reflect more the growing maturity of the aid community than the in-
creased discipline of Bangladeshi planning authorities. A disturbing element
of recent months has been the birth of several new grandiose schemes, and

the resurfacing of some old, which even in the past could not Find financing
because they were so obviously uneconomic. New proposals include a billion-
dillar liquefied natural gas plant and the purchase of an extensive ogean
cargo fleet; some dusted-off old ones are several barrage schemes on he major

rivers, another steel mill, and minin e deeply buried, poor quality coal
and Timestone deposits. Continued dialogue within the Aid Group to avoid
offers for financing of such investments should be helpful in strengthening

the hand of those within the Government striving for rational planning
priorities.

34, One bright spot is the agreement finally reached with the Water
Development Board, and recorded in the recent joint GOB/IDA report on its
activities, (Review of the Bangladesh Water Development Board, Report No.
2327-BD, April 2, 1979) that the WDB will in future concentrate on small,
low-cost-per-acre schemes. But even here (as noted above) a potential prob-
lem lurks: the Guidelines to the SFYP contain an addendum in Bengali, not
translated into English, which makes it clear that construction of the Teesta
Barrage will be in the Plan. The President already has officially inaugurated
the project. Under the timetable and priorities supposedly agreed in the
Joint Report, only design work should be done now, and construction of this
very expensive scheme would be deferred for five years. Drafts of the water

sector portion of the SFYP indicate that more such big schemes also may be
started during the Plan period.
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35 As for intersectoral balance, the push for increased production of
foodgrain will mean that the relative investment shares of some other sectors
will have to be reduced. The emphasis in those sectors should be on schemes
which complement the agricultural thrust or which contribute to a reduction

in the balance of payments gap. Industries should be stimulated in rural areas
to provide employment, to manufacture items needed for the new technology, to
meet the consumption demands of higher rural incomes, and to process agricul-
tural products. Export oriented industries also have priority particularly if
they are labor intensive. Unfortunately, little is known about exactly what
kinds of things should be manufactured, what plant sizes are appropriate, and
how to get entrepreneurs to set them up. Similar questions arise in other
sectors, of which transportation is the most obvious. The Planning Ministry
must now concentrate its efforts on finding the answers to these and similar
questions, and developing appropriate policies and strategies.

36, Bangladesh also has had problems with respect to the economic use
of existing resources, as measured by the rate of utilization of existing
capital. The familiar case is the low percentage of capacity utilization in
public sector industries. There has been some improvement over time, partly
as a result of action programs under IDA program credits, but performance

i1s still less than desirable. Basic problems are overcentralized control,
the lack of persomnel incentive systems which base promotion or reimbursement
on good performance, and pricing decisions dictated by political motivation.
Utilization rates are also low in the agricultural sector. Tubewells and
pumpsets reach only abouft 50 percent of their potential irrigated acreage.
Several reasons have been advanced for this, and all probably account in some
part for the phenomenon: poor extension and repair services and socio-economic
constraints are examples. An important cause may be that pricing policies
give inadequate incentives to put facilities to full use in order to generate
income, whereas lack of certainty of spare parts and fuel supplies gives a
positive incentive to minimize use of equipment.

g Effectiveness of Domgstic Resource Mobilization

37, Bangladesh's domestic resource mobilization effort is inadequ

but improving. Current revenues are low (a1tFEEgE“EEEE_EEG?EEET'ETgfsziiE
revenue, are rising rapidly). Current expenditures are growing less rapidly,
however, so that the current surplus increased by almost 80 percent in FY79.
However, current surplus is still less than 3 percent of GDP. Furthermore,
development expenditure 1s expanding, so that the increase in the current
surplus could only raise the percentage of domestically financed Government
investment from 17 percent to 23 percent. This is projected to increase to 29
percent in FY80. In spite of these improvements, unusually large proportions
6f any investment plan must be financed by foreign assistance. Large subsidy
items, including those on fertilizer and publicly distributed food, and the
negative contribution of the public sector enterprises as a whole, exacerbate
the problem. Finally, the difficulty is accentuated because the inadequate
funds are spread over too many development schemes and projects.

38, The Government's strategy of making rapid strides in food production
will provide a further test for the adequacy of efforts at domestic resource
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mobilization. For years, the receipts from the sale of aid-financed, often
donated, food aid have been a mainstay of GOB revenue raising. If food pro-
duction rises and receipts of food aid decline, greater burdens will be placed
on other sources of revenue. Further, if total aid disbursements are to in-
crease in order to continue to finance the bulk of significantly increased
development expenditures, disbursements of project and commodity aid will

have to grow even more rapidly as food aid declines.

395 It is doubtful that the aid community will support Bangladesh's

ambitious SFYP targets with the aid inflows asked for, if the Government does =
not make substantial strides towards achieving greatly increased SFYP financ-

ing from domestic sources. The first real test of the seriousness of the

Government's intentions will be provided in the FY81 Annual Development Plan

(ADP). Donors will look for specific measures. Particular areas which must

be addressed are:

(a) The contribution of the agricultural sector. If agriculture
is to provide the basic momentum for growth, and the biggest
absolute share of GDP growth, the sector must directly and
indirectly make a larger contribution to the increase in
internal resources. Agriculture will have to bear a larger
tax burden, especially if it proves difficult to guarantee a
larger than proportional share of increases in productivity
to the lowest income groups. At the same time, prices of
agricultural inputs must be further ratiomalized. Current
large unit subsidies cannot be sustained, both because of
their budgetary impact, and because there is evidence that
large farmers reap the greatest share of benefits of current
subsidies, and that prices which are not cost-based result
in uneconomic use of assets. The agriculture sector thus
presents a very difficult task for planners and policy-
makers: how to increase input prices and the agricultural
tax burden, and still provide the incentives necessary to
accelerate growth. It is possible in theory, of course, but
achieving the right balance between policies and maintaining
a favorable psychological attitude amongst farmers will not
prove easy in practice.

(b) The other side of the food picture is the public distribution
system. At the moment, the ration system represents a drain
on public revenues to finance a subsidy which is believed to
benefit the relatively well off more than the poorer segments
of society. As food production increases, and the needs of the
system have to be met increasingly from internal procurement,
it will become more necessary to reduce costs and convert the
public distribution of foodgrain into a true relief operation
and/or a tool for income redistribution to the poor.

(c) Improvement in the financial performance of public sector enter-
prises in transport, industry, and public utilities is another
potential source of savings/earnings which must be tapped.
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While some progress has been made, particularly in the indus-
tries which have been the subject of action programs agreed
with IDA, more fundamental changes are needed, such as:
granting of financial and managerial autonomy to individual
units; cost based pricing; financial rewards to staff for
good performance; possible return of units to the private

sector.
D. Effectiveness of Trade and Exchange Policies
40. The structural imbalance between domestic revenues and expenditures

is reflected in the balance of payments by the serious disparity between
imports and exports. Economic managers in Bangladesh deserve some credit

for the fact that exports now finance over 35 percent of the import bill,
instead of about 30 percent as was the case three or four years ago, and that
the share of non-jute exports has increased from 10 percent in 1973 to over
30 percent. Whatever the overall size of the SFYP, the import bill will have
to be high, if acceleration in growth is to be achieved. An expansion in
development spending will create enhanced demand for capital goods imports.
This will affect agriculture as well as industry until local manufacture of
fertilizer and irrigation equipment can be built up, which also will require
considerable capital infusion. Raw materials, spare parts, and capital goods
imports still will be required in large amounts to facilitate further improve-
ment in rates of capacity utilization in existing industries. Higher income
levels may necessitate more imports for consumption. Energy costs will be
higher, at least in the short run. Finally, the Government should continue
its recent cautious but real steps toward liberalization of import policies.

41, The terms-of-trade are projected to deteriorate sharply in FY81 and
to remain relatively constant thereafter. The trade deficit is expected to
increase by about 3.5 percent per year in real terms even with good performance.
This should be accommodated by donors in the form of enhanced aid flows. At
the same time, the Government must do its share by stepping up its export
efforts. Significant export growth can only be expected through progress in
Bangladesh's export diversification efforts. Nevertheless, jute will continue
to dominate the export ledger over the SFYP period. In this sector, exchange
rate policy and international price trends are adequate and favorable for the
moment. A 15 percent decline in jute export prices can be expected in FY81
but the increase in oil prices should permit jute to compete sufficiently
effectively with synthetics over the long run to enable jute exports to main-
tain current levels (in real terms) and perhaps even show some modest growth,
Problems continue in adjusting domestic pricing policy to the changes in sup-
ply due to weather variation and avoiding the wide fluctuations in price which

"have characterized revent years. A jute buffer stock may be worthy of consid-

eration in order to produce stable and adequate raw jute supplies.

42. While Bangladesh's export efforts should not be expected to show
great results in the next five years, Bangladesh should be in a good, albeit
not excellent, position to launch a viable export drive. Low-wage labor is
readily available. There is a considerable degree of commercial, and even
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industrial, experience in the private sector. Banking services are reasonably
well-developed and experienced. The policy framework is good, although more
could be donme. An Export Performance Licensing Scheme, and an Export Promo-
tion Bureau, have been established and the latter institution has shown good
progress. An Export Processing Zone has been started in Chittagong. Rebates,
tax reductions, subsidies and preferential financing rates are available, but
could be improved. Yet, an acceleration in manufacturing exports has occurred
in only a few instances,

43. The real problem seems to be that potential manufacturers, in both
the public and private sectors, don't really know what they ought to make,

or how to market it. Another difficulty, discussed separately in this paper,
is the continued reluctance of the private sector to respond to Government
attempts to revitalize it. As for demand and marketing, something must be
done to provide more effective export promotion services. Knowledge of inter-
national opportunities must be expanded. Entrepreneurs should be granted
easier access to foreign exchange to acquaint themselves with products and
potential customers abroad. In this respect, studies launched or planned
under the Export Development Program agreed in connection with IDA Import
Credits should help to identify. new product lines. More attention should be
given to possibilities for industries based on the processing of imported raw
materials.

44, Exchange rate policy is reasonably adequate. A major improvement
occurred with the 1975 devaluation. Since then the Government has shown a
readiness to make repeated marginal adjustments to keep the rate appropriate.
A series of "mini-devaluations" in 1979 preceded a standby agreement with the
IMF.

E. Effectiveness of Programs Aimed at the Alleviation of Poverty

45, This is perhaps the area of Government strategy which is the most
difficult to evaluate. There is no doubt that the Government's intentions are
good, in the sense of setting targets and establishing priorities. The SFYP
Guidelines cover the basic needs adequately in terms of goals: food self-
sufficiency by FY85; achieving universal primar ati 1990 or earlier;
electrifi i all villages by 1987 and 60 percent by FY85; provision of
safe water supplies in all villages by FY85; construction of housing for the
urban workers. But even to make a good start towards attaining all these

targets will strain the human and financial resources of the country.

46. The starting point is certainly discouraging. Poverty levels are #{/’
bad and may be getting worse. It is estimated that 75 percent of the rural

population and 55 percent of the urban population are bglow the absolute ‘(/,

poverty line. DAata sWow that landlessness and sharecropping are Qn the rise,
and that nutrition levels are falling. 1In a bad crop year (and usually in

the year that follows, for example FY79 and FY80), per capita consumption of
foodgrains falls below even the controversially low Government "minimum" level
of 15.5 ounces per day, in spite of massive food imports. The data base is
admittedly bad, but the trend seems to be there. The one slightly optimistic
result of recent studies is that employment in rural industries may be higher
than had previously been thought.
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47. Although it has specified various basic needs targets, the Govern-
ment is still struggling to devise a workable program for poverty alleviation;
given the enormity of the problem, however, hope appears to rest primarily

on the expectation that the rural thrust by itself will provide employment,
The employment problem is recognized, but policies to address it are only
suggested, and then not always consistently. For instance, the Guidelines
speak of building rural and urban infrastructure through "mass participation",
but in different places the labor is described as both voluntary and involun-
tary, and paid and unpaid,

48. In the circumstances, the Government has chosen to put first priority
on increasing food supplies. Of course, if access to development possibili-
ties is captured mainly by the better off, inequality may grow and the poverty
of the poor will restrict demand and thus overall growth. 1In Bangladesh, high
levels of agricultural growth can be achieved only if the poor have better
access to the means to increase production. But it is also true that in the
absence of fundamental land reform the "rich" must be allowed to have their
share if there is to be rapid growth. It must also be remembered that the
"rich" farmer in Bangladesh with eight acres would be considered poor in most
other countries, and that although some large landholdings do exist, the oppor-
tunities for meaningful land reform in Bangladesh (beyond improved security

of tenure and regulation of share-cropping arrangements) are limited. In a
country as poor as Bangladesh, then, the concentration on food production is

as good a way as any to improve the lot of the poor, at least for the next

few years.

49, Attention must be paid, however, to ensuring that the programs
adopted do not make income distribution worse. Smaller farmers must have real
access to modern agricultural inputs, at incentive prices; that is more likely
to happen if subsidies are reduced and supplies increased. In the current
situation of high subsidies and scarce supplies, the large farmers corner the
market, while the small farmers must pay a black market rate to get any inputs
at all. TImproved practices should concentrate on labor-intensive technologies.
Mechanization of farming should be adopted only where it increases employment
(as with irrigation) and not when it is labor-displacing (as with mechanized
harvesting). There are some recent data to show that increased production by
itself will help to ease the problems of the poor. The employment elasticity
of foodgrain production has been estimated as high as .5, if processing,
transportation, and marketing activities are included. So the emphasis on a
rapid increase in food production, for its own sake, seems to be an appro-
priate first line attack on poverty in Bangladesh, so long as the policies
adopted do not discriminate against the poor and the landless. The use of
labor intensive rural works in increasing agricultural production opportuni-
ties while alleviating poverty should be expanded, with improved direction

and complementary investments to make the rural works more productive.

F. Effectiveness of Bangladesh's Population Control Program

50. The basic population situation in Bangladesh is well known. The
population is estimated to be about 89.1 million as of January 1, 1980 1/

1/ Based on population estimate in Bangladesh: Staff Appraisal of a
Second Population and Family Health Project, Report No. 2323-BD,
May 16, 1979, =
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and to be growing at a rate which is 2.5 percent per annum at least and is
declining slowly, if at all. (Basic data are given in Attachment 5). The
implications are staggering for the standard of living, employment meeting
basic needs, land ownership, and indeed every aspect of life in the country.

51+ The Governmment's official target now is to reduce fertility to the
replacement level by 1990. This represents a slight backing off from the
earlier target, which was to reach that level by 1985. To call even the
more modest target extremely ambitious is an understatement. Reaching it
would require a rate of progress greater than that achieved in any other
developing country, even those whose economic and social development offered
much more favorable environments. While it might not be demographzcally
impossible if draconian measures were adopted, it is inconceivable in the
light of past experience on the Indian subcontinent, of the religious makeup
of the population, and most of all, the slow pace of performance of the family
planning program to date.

52. In some ways, the foundations for a sound program have been laid.

A large cadre of field workers has been hired, trained, and put in place.
Demand for services is increasing due in part to the efforts financed under
the first IDA population project. There are data to show that the number of
acceptors is increasing, but there is little evidence yet to demonstrate that
fertility is declining. The truth is that the program isn't worklng well

because the field workers don't work well. oy
b Why this is so is a matter of some dispute. There are still those

who say it is unrealistic to expect female workers in a Muslim country to do
the kind of daily trekking around which is requlred Others point to the in-
adequacies of training, lack of technical superv131on, and inadequate logis-—
tical support. But one of the principal reasons is that there has been no
real effort made to enforce discipline upon the field staff. This is acknow-
ledged by high level members of the Government and administration, but so far
they have either lacked the power, or the will, to do anything about it. Much
of the energy of upper and middle echelon managers has been absorbed in in-
ternal squabbles, among themselves and with the Health services, for control
of resources. Senior officials said the situation would change when the
President had secured his political position; that he would take over, and
reform the cadre of workers as he had reformed the army, and force them to
work. This has net yet proved to be the case; so far, directives to "do better"
have not addressed the real problems. A set of measures designed to increase
the performance of field level workers was agreed during negotiations of the
Second Population Project; it remains to be seen whether these will address
and correct the real factors which underlie the present torpid working pace.

"Particularly close supervision by IDA and the other major donors is envisaged

to keep track of progress under an agreed timetable of key project activities.

54, The Government's ability to turn this program around will be another
key test of its seriousness under the SFYP. It is widely accepted that the
efficient delivery of services is the primary task, but this is exactly where
the program fails now. Progress will depend in part on the Government's
willingness to devote greater resources to family planning. 1In financial
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terms, the costs of the program through FY85, partly financed by IDA's Second
Population Project, will require an increase in the sector's share of develop-

ment expenditure, and of current expenditure levels. Managerial resources -
will be at least as important. More and better staff at upper and inter-

mediate levels will have to spend more time on training and supervising in

the field the workers who constitute the primary contact with the populace.

G. Evaluation of Absorptive Capacity

53, The description of some of the factors inhibiting execution of agri-
cultural and family planning programs demonstrates that a dramatic improvement
in absorptive capacity is needed. Performance in project preparation and '
implementation is a reasonable proxy for this criterion. Bangladesh needs

to make considerable progress in this respect if there is to be any chance of
approaching the levels of external resource transfer envisaged in preliminary
SFYP projections, or indeed if there is to be any real increase in the rate

of growth of the economy. Project aid disbursement is a rough indicator

of such progress, and the record shows significant recent improvement. Dis=-
bursement of foreign project aid (in current US dollars) increased by 41 per-
cent in FY79 to $357 million as compared to $254 million in FY78 and $147 mil-
lion in FY77. Total Government ''development expenditures'" also increased by
about 40 percent in FY79. Some caution is needed in interpreting this result
since some current expenditures, such as the fertilizer subsidy, are classi=-
fied as developmental. Nevertheless the increase in development expenditure
is estimated to be real and significant.

56. Disbursement on IDA projects (excluding program credits) also has
shown significant progress, increasing to over $56 million in FY79 as com—
pared to $38 million in FY78 and about $25 million in FY75, 76, and 77. Dis-
bursement as a percentage of the amount outstanding at the beginning of the
year reached the respectable level of 19 percent in FY79 as compared to 14
percent in FY78 and 10 percent in FY77. The pipelipe is also in better shape
now, although it is still thin. The pipeline development may owe less to the
Government's project preparation capacity than it does to IDA staff work,
technical assistance financed by external agencies including IDA, and inputs
from other agencies such as the FAO/CP; nevertheless, the cooperation given to
such efforts has shown significant improvement, without which these efforts
would have continued to founder. While credit must be given to Bangladesh for
the improving trend in disbursements, much more could and must be done to
achieve higher levels. Some of the continuing constraints to absorptive
capacity in Bangladesh are discussed in the following paragraphs.
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BANGLADESH DISBURSEMENTS

(Figures in parenthesis are net of Program Lending)

Undisbursed balance as of July 1
Commitments during FY/a
Total disbursements during FY

- Disbursement rate (3+1) x 100
. Comparators'

disbursement rates
(a) All other countries ’

; in S. Asia Region

(b) Bank-wide IBRD/IDA average/

(c) Selected comparators i
India (IDA only)
Sri Lanka (IDA only)
Indonesia

Egypt
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other data in this table.

5% Institutions.
the public sector are weak.

management,

behave accordingly.

58. Sector agencies and ministries, with a few exceptions, have no

FY79

FY78 FY77 FY76
374.1(290.5) 321.5(264.1) 287.5(242.0) 228.0(182.6)
271.0(171.0) 139.0( 64.0) 122.0¢ 47.0) 184.3( 84.3)
192:5(,56:3) 86.4( 37.6) 88.0( 24.9) 124.8( 24.9)
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19.8( 19.8)
12.3( 12.3)
15.0
18.3
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23.3( 23.0)
19.0( 19.0)
1.3
15.9

/a For FY76 commitments are shown net of cancellations

pproved but not yet effective loans/credits from the
undisbursed balance, and disbursement rates are ¢

would be the case if such loans/credits had been

organization for, nor expertise in, project preparation.
assist the Govermment in building up project preparation cells with technical

assistance have met with little success in the past.

30.6( 10.3)

3222
31,1

40.2( 32.9)
22,3¢ 22.3)
26.2
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IDA's efforts to

Whatever the reasons

Insuf-
vel of
fragmented,
Managers of public sector manufac-
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F4.7( 13.6)

.3
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wn W

3
3
41.7( 28.4)
2191¢ 21.1)
35.9
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herefore somewhat higher than
included similarly to the
Bank-wide average also includes program lending.

Most administrative and industrial institutions in
Ministries and agencies, as well as public
corporations and enterprises, suffer from overcentralized control,

ficient delegation of responsibility is a problem at almost every le
Organizational responsibilities are splinterasd and
and yet at the same time overlapping.
turing and financial institutions are bureaucrats

(disagreements over the necessity for detailed preparation, a reluctance to
accept high paid foreign experts in essentially Government jobs, belief that
domestic abilities are adequate to do the job) Bangladesh has not yet been

willing to make a real effort to set up such cells.

Government, through the new Planning Minister,
welcome technical assistance for this purpose.
experiences of the past, the importance of the task is

trying again.

In recent months, the

has said again that it would
Despite the frustrating

such that we are



- 20 -

59. Once projects are prepared, approved, and funded, there is no ade-
quate mechanism for control and monitoring of physical and financial pro-

gress. This is true of individual projects, organizations, and the Government
as a whole. The Project Implementation Bureau, originally created for this
purpose, has not functioned effectively. It was never given the power to
order corrective action, and it became a recipient of hastily prepared,
incomplete progress reports which were not taken seriously. During the first
years of the current Government, it became too closely associated with the
Martial Law apparatus and lost its credibility with civil servants; it is
questionable whether it can now obtain the confidence of the bureaucrats,

An important task of the SFYP period will be to establish some other control
and monitoring mechanism; this will have to include the establishment some-
where in the administration of a focus of power which can direct corrective
action once problems are identified. Given the lack of experiemce in this
field and overall manpower constraints, it will probably be best to begin in
a limited way.

60. Social. We have inadequate knowledge of how local power structures
in the rural areas of Bangladesh affect the development effort. It does
appear that there is little village cohesion. Villages seem to be divided
into several factions, often very antagonistic to each other. The factions
each appear to be headed by a better off village member and include dependents
loyal to the faction leader based upon his providing protection, access to
Govermment benefits, loans and other financial support. In this atmosphere
of factional competition, efforts to form village wide institutions (such

as cooperatives) are likely to fail; those in control of a pump may be
unwilling to share the water with farmers belonging to another faction.

61. Financial. At the current, inadequate, levels of development ex-
penditure, available EEEEEEE%E_EEE—ﬂlLEAd¥—SPLﬁad too thinly over too many
projects. In the SFYP period, it will be essential to restrict the project
Tist to the rea iorities. Unfortunately, the prospects for this are
uncertain. Efforts to prune the list in the TYP have had-meager results.
62. The Government economic ministries (Planning and Finance) appear

to lack the ability to exercise strict control to ensure that only high
priority schemes are financed. The Governmepnt in general seems to be unable
to rank priorities - everything seems to be highest priorit?%—fKTT_ETEE;E;ies
are seeking, and Seem to think they have, the President's support for all of
their pet projects, especially the large and newsworthy ones. The chaotic
process of plan preparation in recent months has contributed to the problem.
In the absence of a macroeconomic framework, or sectoral investment targets,
ministries were in effect asked to submit their shopping lists and thus
éncouraged to shoot for the moon. The danger is that if unpopular choices
are not made, the problem of too little money to finance too many projects
will become even worse than it is now.

63. Private Sector. Since independence - and the nationalization of
most industrial assets, banks, and service industries = the private sector has
played a very limited role in capital formation in Bangladesh. In accelerat-

ing the rate of investment as planned, the private sector could be a substan-

tial instrument for mobilizing and utilizing resources. President Rahman's
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Government has made some significant moves in this direction (see paragraph
13). While response of the private sector to new opportunities in such fields
as fertilizer distribution and pump maintenance has been reasonably good,

progress in new manufacturing investment has been slow. Private sector repre-

sentatives are reluctant to articulate their reservations, but these seem

to boil down to not trusting the Government. They don't accept assurances
that there will be no more nationalizatioms; they say they would be more
likely to do so if the Government returned some assets to former owners. They
aren't sure the Government is really serious about a big role for the private
sector, and they note that whenever something comes to the test the advocates
of the public sector seem to have more favor. They argue that they aren't
clear which kinds of manufacturing the Government would like them to pursue,
but that in any case the areas which are open to the private sector, or to
"joint ventures'", are too narrow to allow room for a major expansion of
private activity.

64 . The task for the future will be for the Government to show its bona

fides by meeting some of these points. An attempt should be made to define

some precise areas in important and financially attractive sectors where
private investment should be directed. It may prove necessary to reduce
the sectors restricted to or requiring public sector investment, or indeed
to reserve some sectors for private investment. The proposal (recently
approved for negotiations by IFC) for an investment promotion company for
the private sector is expected also to be helpful in encouraging the pri-
vate sector to invest and in identifying and preparing suitable projects.

65. Administration and Manpower. Underlying most of the other absorp-
tive capacity problems is the shortage of trained and competent administrators.
The reward structure in ministries and agencies as well as in public sector
corporations is not geared to give managers incentives to run their operationms

efficiently. In the public enterprise sector, salaries are not allowed to
reflect good performance; and within the Government, salary levels are-mot

sufficiently competitive to attract enough first rate individuals. Promotion
is based almost entirely on seniority, and not on merit. The results are well
known: even amongst the competent, complacency and corruption are common.

66. Training is another problem. There 1is %g_;aal_p:ngzam_£g~gggglgp
the large cadre of trained personnel needed at all levels of government and
public enterprisé, TTradining is also a problem in terms of technicians and
skilled workers. Even where personnel development schemes exist, they are
generally inadequate. Emigration of skilled workers, especially to the Middle

East, has put a further strain on the already meager manpower resources.
While the foreign exchange revenues sent back have become a significant and

“useful "plus factor" in the balance of payments, the tradeoffs in this area

need to be more closely studied than the Government has done in the past.

67. The President has recognized the existence of the administrative
problem, at least to some extent. He seems to have become exasperated by the
senior levels of the civil service. Frustrated by their doubts and questions
about some of his targets, and the lack of immediate action and success on
some of his programs, he appears to attribute blame to the civil service for
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lack of dynamism and for opposition to his goals. So he is deliberately try-
ing to break the hold on senior positions of the old Civil Service of Pakistan
(CSP) generalist cadres who have dominated for so many years under the system
inherited from the British. He is trying to give a bigger role to technocrats
from the other streams of the civil service and from outside, including the
military. Many middle level CSP managers, i.e. at the Joint and Deputy Secre-
tary levels, have been told they can no longer expect to make it to the top.

68. It would be an important achievement if the President could break
the grip of the corrupt, the complacent, and the mediocre on so much of the
public administration. But attainment of his praiseworthy objective is
threatened by serious risks in execution. His campaign seems to be demoral-
izing much of the bureaucracy. This may produce less rather than more action.
In the absence of changes in the incentive and promotion system, it may be the
best who choose to leave government service and the worst who lumber on.

IV. ASSESSMENT OF BANGLADESH'S EXTERNAL ASSISTANCE REQUIREMENTS

69. The official govermment target for aid disbursement during the SFYP

is likely to be $9-10 billion in FY80 prices. Gross disbursements reached $1
billion in FY79, and are projected to be $1.45 1/ billion in FY80 and $1.7
billion in FY81 (in current prices). If a rate of increase of 10 percent

could be sustained, disbursements would be about $2.25 billion in FY85 and

a figure between $9 and $10 million for the five years would be reached. It

is possible that this could be done, but it would require a great effort to
overcome the absorptive capacity constraints enumerated in the previous section.
A major complication will be caused by the changing composition of aid flows.
The record of previous years makes it extremely difficult to project the future.
While a significant positive trend appears to have been established for project
aid disbursements (see paragraph 55) there have been wide fluctuations on

a yearly basis in the other major categories of aid - food and commodity aid.
While no clear trend lines are derivable from past experience, some general=-
izations are possible, and it is possible also to draw some valid conclusions
from them.

70. jEEEngg_Ei;l,declipg_if_gﬁgqﬁood production program is successful.
Disbursements of program and project aid thus wilTl have to grow at rates
faster than the overall rate. Disbursements on food aid have been roughly 25
percent of the total in recent years. If self-sufficiency in food is achieved

and food aid disappea TS, dlsbugggggg§s<3§_gyogram and ptO]ect aid combined
‘would have to grow at an annual rate of about 20 percent al térms, com—

pared to less tham 5 percent per anmuf over st the last 5 years. (In real terms
projEEE“Exﬁ*drsbursemﬁﬁt*hzs increased 4t am avérage rate of about 8 percent
per year, while non-food commodity aid has shown no increase in real terms

1/ This substantial increase over FY79 reflects largely the effect of

- inflation ($150 million) and the 140 percent increase in real terms
of food aid disbursements in FY80 (i.e., roughly $135 million). Proj-
ect disbursements grew by 15 percent in real terms while non-food
commodity aid disbursements grew at only 2 percent.
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between FY75 and FY79). Further, if investment strategy is successfully
centered on agriculture, imported capital goods will decline as a percentage
of the total. The shares of local currency and commodity financing will have
to increase.

L5 Another limiting factor will be the willingness of donors to "foot

the bill". The scenario in the recent IDA report on domestic resource mobil-
ization assumed that aid might continue to finance 10 percent of GDP and 60

percent of investment. The Government's scenario assumes that external
finance will cover 7Q-80 percent of public investment. That would mean that \
aid disbursements would grow to about 15 percent of GDR. It is questionable

whether this would be accepted.

T2 Given all these considerations - the doubtful absorptive capacity,
seen in the context of the extremely rapid growth rates which would be needed
in program and project aid, and the burden which aid donors would have to bear,
it might be more realistic to plan on a more modest, but still ambitious,
target, $8 billion in disbursements over the SFYP period would be more
realistic, and would imply annual rates of growth of about 6-7 percent over-
all and about 11-12 percent in project and program aid in real terms.

73. An unknown quantity, which might assist Bangladesh in reaching the
higher level in spite of existing obstacles, is the amount of aid it will be
able to attract from Arab countries, which are now outside the Bangladesh Aid
Group. It is hard to guess what may happen. Aid flows from this source have
increased in the last few years, but in a very sporadic way. The form of aid
has also varied widely - from cash donations, to financing of projects that
other donors were not willing to take up. Fitting aid from the Arab world
into the overall framework will pose a difficult problem in aid coordimation
during the SFYP.

V. IDA'S ASSISTANCE STRATEGY AND PLAN

A. Strategy
74. This paper has presented a frank assessment of the Government of

Bangladesh's development strategy and plans. While there has been significant
progress in Bangladesh's economic performance and in its absorptive capacity,
implementation remains a problem. Moreover, while the Government's objectives
are generally correct in emphasis, its targets are unrealistic and there is

as yet no thought-out strategy or plan to achieve them. IDA's role for the

next few years, as an individual aid giver and as leader of the Bangladesh Aid

Group, will be delicate.

155 The essence of the strategy proposed here is simple. Since it makes
sense for Bangladesh to give high priority to increasing the production of
food, IDA's economic work and lending program should concentrate on helping
the country prepare and implement a concrete, detailed food plan. Such a plan
would include action programs for the provision of inputs, specific projects
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and timetables, detailed elaboration of the necessary investments for comple-
mentary infrastructure, and precise policy measures, To ensure that agricul-
tural investment targets would be consistent with available resources, we
should also require that the Government prepare (and we should be ready to
help) a two or three year financial resource plan, including especially a
targeted contribution of domestic resources, again supported by a specific
delineation of the required policy actions. Finally, we should try to assist
the Government in improving its implementation capability and thus its absorp-
tive capacity.

76 The existing approved levels of IDA lending are significantly below
the levels justified by Bangladesh's poverty and population. They represent

a deliberate reduction of Bangladesh's share of IDA resources below the level

of abcut 10 percent lEEElf1ﬁQ_EZ_EEE—DRS—SMIdeligﬁéa This pollcy was es

lished, and has been maintained, through years when Bangladesh's lmplementatlon
capaC1ty and economic policies were significantly worse than they are today.
While problems remain, the Region believes that continuation of recent improve-
ments would justify progressively increasing Bangladesh's share of IDA resources
from the roughly 8 percent shown in the current matrix to the level provided

in the DPS guidelines.

73 Progress in three areas (improved absorpti icity, appropriate
investment strategies, and domestic revenue mobilization) should be the basis

for establishing criteria for monitoring and evaluating the Government's per-
formance., Criteria are proposed in paragraphs 98-103. It is recommended

that the Govermment should be informed of the precise nature of the evaluation
criteria and that increased levels of lending (up E;‘EEEEEaTEiEEEEEEE_Eﬁ773i£‘
resources) can be expected if the qﬂglna;;5‘*§£1§§£§§:§§§:pet. The Government
should @Iso be warned that fal ure to maintain recently achieved progress
would result in_a reduction in its share of IDA resources.

78. Aid Coordination. As Chairman of the Bangladesh Aid Group, we will

be asked by other donors what attitude to take towards the ambitious goals

of the Govermment. We should indicate to them the strategy which we ourselves
intend to follow. Reporting to the Aid Group should focus on the Government's
progress in meeting IDA's evaluation criteria, as a measure of whether the
Bangladesh development program justified enhanced international aid flows.

The donor community should be urged to provide aid commensurate in quality to
IDA's, in terms of commodity and local currency financing, and untying.

79 A special effort should be made to influence the project financing
activities of other donors. Our advice to them should be as specific as to

the Government in exercising selectivity to make sure that only the highest

priority projects are supported. The Aid Group forum should be used much

more than in the past to discuss and coordinate project financing. A start
has been made already by using meetings DE‘TUEHi*rep?E§Eﬁf§?T;;;% in Dacca,

to review specific sectors and subsectors. This should be expanded, with the
intention of guiding investments in the right direction. Consideration should
be given to the preparation-of papers for such meetings, and greater partici-
pation in them, by headquarters staff. The Resident Mission has also made

a start in collecting and disseminating information on who is doing, or being
asked to do, what. This should be intensified.
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80. The Arab States and Funds present a special problem. They are not
now members of the Aid Group, and show no interest in joining. Some of them
came to earlier meetings, but they did not like the emphasis on discussing the
Government's economic programs and performance. They expected more in the

way of being told how much finance was needed, and especially for what pur-
pose, than in criticism (as they saw it) of the aid recipient they were being
asked to help. It is precisely the kind of aid coordination they sought -
helping to select appropriate applications of funds - that has been identified
above as deserving increased attention in the Aid Group. It is doubtful,
however, that the Arabs can be persuaded to join or rejoin the Aid Group.
Other ways will have to be found to improve our dialogue with them, although
it should be recognized that they and the Government of Bangladesh may resist
attempts to include them in aid coordination. In the past, the Arabs have
shown a tendency to finance dinosaurs and it is important to try to steer them
away from such projects in the future. There have been some recent signs that
they welcome and will heed such advice. This indicates the direction our
future efforts should take: we should try to increase our bilateral contacts
with them, and help them to answer the questions - what to finance and how
much - that are important to them. It might also be possible to get them to
associate a little more closely with the rest of the donor community, perhaps
by attending some of the more informal meetings of the local representatives
in Dacca when these kinds of questions are discussed.

B. IDA Assistance Plan

Amount of Lending

8l. As stated above, the Region recommends that Bangladesh's share of
IDA resources be maintained at its current level of about 8 percent of IDA
resources as authorized under the current matrix. However, if current pro-
gress should continue, based upon the criteria described in Section C below,
the Region would recommend in its next CPP a progressive increase in Bangla-
desh's share of IDA resources to the level indicated by DPS guidelines, that
is, up to about 10 percent of IDA resources.

Lending Program

825 General. Support for the agricultural sector should be the corner-
stone of project lending, based upon the medium-term crop production plan.

The Region recommends that at least 35 percent of the lending program should o
go for projects in the agricultural sector. About 20 percent should go to " L'/
program lending required to provide imports to permit increased utilizatiom ,éL_
‘of Bangladesh's existing productive facilities. About one third of this pro- *()459

y . ; + Ao
or of spare parts and raw materials for industries serving agriculture (e.g. A 7
fertilizer manufacture) or processing agricultural products (e.g. jute). The &« |
~y

remainder of the lending program, roughly 45%, would be allocated to projects 4=
selected to:

(a) provide the infrastructure to support the agricultural thrust
of the SFYP (e.g. manufacture of fertilizer and transport of
agricultural inputs or commodities);
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(b) reduce population growth or provide basic human needs (e.g.
water supply, primary education, textiles);

(c) strengthen the private sector and/or reduce the balance of
payments gap; and

(d) improve project implementation and preparation capacity (e.g.
vocational and management training, technical assistance).

83. Agriculture. The central thrust should be to provide the inputs
required to support HYV grain production: irrigationm, fertilizer, pesticides,
seeds, extension and research. As noted above some of the required imports
will be supported through program lending. As the food production strategy
will depend in large measure upon increases in imported inputs (at least at
the outset), it will be essential to assure adequate supplies; program

credits can supplement project lending in accomplishing this. In the field

of irrigation, to the maximum extent possible we will support expansion of
irrigation through low-lift pumps and tubewells. In line with our support of
an increased role for the private sector, we would expect to finance most of
this type of equipment in the future (with the possible exception of deep
tubewells) through agricultural credit projects. A first phase credit project
is currently being prepared for FY8l and we would expect to continue work to
strengthen the credit institutions to enable them to undertake an increasing
load. We would also support civil works irrigation projects of the kind
normally carried out by the Water Development Board (WDB) with emphasis on low
costs per acre. In Attachment I, these are divided into four types of such
projects:

(a) Small Scale Drainage and Flood Control. As with the FY80
project, these would provide structures for rural works done
under other programs such as Food for Work.

(b) Sector Credits. Collections of very small scale subprojects
to be appraised in a DFC-type operation by WDB.

(c) Drainage and Flood Control. As with the FY79 project, cover-
age of a small number of medium-sized (approximately $5-10
million each) subprojects.

(d) "Large Scale" Projects. Schemes whose components would be
similar to one of the other categories but which for other
reasons, e.g., geographic or political, it will be useful to
finance separately. The Government's Barisal/Patuakhali
project (a lot of minor irrigation disguised as a regional
development project) is a good example.

We will attempt to establish criteria which would guarantee large-scale parti-
cipation of small farmers. Finally we will be working to develop methods to
improve the efficiency of existing irrigation resources and hope to prepare

a command area development scheme to demonstrate methods for use in future
irrigation projects,
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84, In addition, there would be a few projects designed to support

high priority agricultural development outside the foodgrain sector (e.g. jute

and fisheries). In connection with our recent report on Food Policy Issues, )
we would try to reach agreement with the Government on the improvements in the
foodgrain pricing, marketing and distribution systems. In this context we

would expect to finance additional grain storage and perhaps driers and market-

ing facilities. Finally we would expect to finance agricultural training

facilities to increase the supply of manpower required for the various projects.

85. Program Lending. Bangladesh will need continued program assistance
because of the gross inadequacy of its domestic savings to finance its invest-
ment and the equal inadequacy of its export earnings. A large inflow of exter-
nal capital is required merely to achieve a very modest growth of per-capita
income. At present, national savings constitute about 3 percent of GDP. Thus,
although investment is qui i aquate ercent of GDP, external
assistance is financing about 80 percent of that. In the public sector, for-
eign capital, directly and indirectly in the form of counterpart funds gene-
rated by commodity aid, contributes about 75 percent of the development budget.

86. The corollary of this savings/investment disequilibrium is a simi-
larly severe imbalance in the country's external payments position. A marked
shift in the terms of trade against Bangladesh, that began in 1973, further
exacerbated an already very difficult situation as world prices for jute and
tea, which together make up about 70 percent of the country's exports, weakened
while essential imports of emergy, food and fertilizer became considerably
more expensive. Export earnings in FY79 were equivalent to about 38 percent
of imports (up from 30 percent in 1975) but would have financed only about

35 percent if not for delays in receipt of normal food imports. The share of
capital goods in total merchandise imports has increased to 24 percent as
contrasted to 12 percent in 1975. However, this is still inadequate. The
remainder consisted of food (16 percent, but likely to increase temporarily to
30 percent in FY80), other essential consumer goods (18 percent), fertilizer

(8 percent), industrial raw materials (22 percent), and petroleum products (12
percent).

87. These structural characteristics, both internal and external, make
1E ﬁggg;sibie—£e—%f&&9£e;~to—Bangladeshﬁtha-amount—aEMaxLe:nalhAESiiLance;zer
quired to sustain.a modest rate of growth by means of project financing alone,
éven if it includes a substantial provision for financing local currency ex-
penditures. It is generally recognized that there are limits to the extent
that the components of a country's development or investment program can be
formed into projects suitable for external financing. Usually, it is not pos-
sible to push the share of projects beyond one half the total program. As
external financing rarely goes beyond 70 percent of total project cost, the
limits of project financing are usually reached when it approaches an amount
equivalent to 35-40 percent of total development or investment expenditures.
In Bangladesh the limit may be lower, because of the relatively small propor-
tion of large projects, and because of the still limited administrative capa-
city for project formulationm.

88. Similar structural constraints exist in the composition of imports.
Export earnings, after covering service payments, including debt service,
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are sufficient only to finance about 55 percent of imports other than food
and capital goods. Without program assistance to finance imports of general
commodities, the supply of non-agricultural goods to the economy would be
reduced greatly. 1In particular, production in the industrial sector, which
provides commodities essential to the livelihood of the population and to
exports and which constitutes the beginning of the productive base on which
the economic future will depend, would be reduced substantially.

89. Despite the fact that the case for program lending in Bangladesh is
based on structural problems, we do not expect to be able to propose "struc-
tural adjustment" lending for Bangladesh in the immediate future. We have had
considerable success in affecting short term policy decisions, but it will be
more difficult to achieve agreement on a broad package of longer term policies;
also, the nature of the problems is so fundamental that it will be very diffi-
cult to formulate a comprehensive program to overcome them, but we propose to
work in this direction. Consequently, at least the next few credits are expec-
ted to focus on shorter-term economic issues. As noted in paragraph 72, if
Bangladesh succeeds in substantially increasing its foodgrain production,
reducing the need for food aid, the rate of growth of program and project
assistance will have to increase by about 6-7 percent per year in real terms
to produce the $8 billion of external assistance included in our projections.
Even assuming a 15 percent per year increase in project disbursements, programs
assistance would have to grow by about 5 percent per year in real terms and
about 14 percent per year in current terms. For the above reasons, we recom—
mend that, assuming reasonably good performance, we should at a minimum main-
tain program lending at the $75 million per year average of the past and we
‘Ishould urge other donors to increase their program assistance. For FY81 we
intend to make the proposed $50 million credit 1/ conditional upon reaching
agreement on policy improvements in agricultural production and food distribu-
‘tion, building on our work on the medium-term crop production plan and on our
recent report on food policy issues. For subsequent years we would expect to
make our lending conditional upon similar improvements in sectoral or macro-
economic policies, possibly focussing on domestic resource mobilization. If
it should be possible to reach agreement on a set of basic policy changes
suitable to form the justification for a structural adjustment credit, we
would propose at that time that additional program credit resources, beyond
what is currently proposed, be made available to Bangladesh. Further, if
sufficient progress is made on economic management in general or towards a
structural adjustment program, we may request an additional program credit
toward the end of FY81.

N

—

90. Supporting Infrastructure. This category would comprise projects
needed to facilitate or complement the agricultural sector push and to reduce

1/ As stated, approved levels of program lending have been $75 million per
K. annum. In FY79, the Region requested additional program lending for
fertilizer. It was decided that two $25 million fertilizer credits
could be made in FY79 and 80, but that total program lending could not
be increased. As the FY79 program credit had already been signed for
$75 million, this meant that the FY80 and FY81 program credits had to
be reduced to $50 million.
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bottlenecks interfering with the economy's overall performance. 1In transport-
ation, for example, improvements are required to facilitate the movement of
agricultural inputs and to bring the products to market. There would be
projects for rural roads (farm to market roads in particular) and minor inland
waterways (channel improvements, terminals, etc. in rural areas). With respect
to the main transportation arteries, we would concentrate on removing key
bottlenecks, improving the maintenance of facilities or augmenting services,
and not on major new capital investments. Assistance to private sector truck
and barge operators to increase their capacity would be provided through our
DFC or small industry credits. In the power sector we would concentrate on
rural electrification or on areas where increasing generation or distribution
would be required to support ongoing bilaterally financed rural electrifica-
tion programs or where frequent breakdowns have been a major impediment to
utilization of existing industrial capacity. Education as a sector would fit
partially into the "supporting infrastructure" category and partially in

the other categories. Primary education, management and public administration
training, and especially training of workers for agricultural support services
and rural industries should be emphasized. 1In the industrial sector support-
ing infrastructure would include fertilizer production and small and cottage
industry projects designed to reach rural industry. As evident from the
description of civil works irrigation projects above and supporting infra-
structure transport projects, rural works will constitute a major element

of the investment to be supported through project lending. Most of what would
normally be included in a "Rural Works Project" will be covered in this way,
but it may be necessary to develop specific new projects if key facilities,
e.g. markets, are left out.

81. Basic Needs. Paramount here should be support of the "equal number
one" priority sector: population control. We would expect, as in the case of
the first two population credits, that we could attract bilateral financing
amounting to two to three times the amount of our credit. The proposed third
population project would be expected to finance a time slice of the Government's
population program, with emphasis on increasing the number and efficiency of
field staff and the development of appropriate supporting facilities and
services. Primary education financing would begin in FY81 with a 40 thana
project designed to demonstrate methods for improving both quality and cover-
age within affordable costs. Another main concern would be for supply of safe
water and sewerage facilities, with our attention widening to include smaller
towns and even villages as well as major urban centers. Finally we would try
to improve the efficiency of the existing textile facilities, with emphasis on
the production of yarn for the handloom sector.

9Z; Other. 1In addition to the above, some projects are proposed because

‘of their contribution to strengthening the Government's project planning and

implementation capacity, strengthening the private sector, or reducing the
balance of payments gap. Technical assistance should be provided for planning
lmprovement, project preparation, and project implementation. Management and
civil service training in our education lending would also support this goal.
DFC and small industry lending would be directed towards creating a strong
private sector. Specific larger scale industry lending (i.e., for cement or
rayon) may also be proposed if feasible projects can be found to assist in
reducing the balance of payments gap. Similarly oil and gas investments would
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reduce requirements for imports as well as (in the case of gas) providing
feedstock for the fertilizer industry. If appropriate institutional improve-
ments can be achieved, some telecommunications investment would be useful in
improving the Govermment's ability to manage and monitor project implementation.

93. Local Cost Financing and Cofinancing. Financing of expenditures in
local currency will continue to be justified, but there is no need to change

the guideline adopted in the last management review: _IDA fipnancing now covers
,1i_pezngn1_nf_£g£§lﬂgg§ts net of taxes and duties, except where there are

special project circumstances or when foreign costs exceed 75 percent of the -
total, in which case IDA financing covers either all foreign costs or up to

, 90 percent of total costs. The Region recommends, however, that the "special

project circumstances' exception be flexibly interpreted, so as to allow high

~ percentages of financing if it appears that this will be helpful in securing

Government acceptance of important policy changes.

94, The Region intends to pursue cofinancing possibilities more actively,
especially with Arab sources, in order to achieve better coordination of aid

in support of appropriate strategies and projects. In such cases IDA will re-
duce its own share of project financing in order to accommodate other donors,
but also should be prepared to have external financing from all sources cover
up to 100 percent of total costs (net of taxes and duties) for high priority
projects.

Economic and Sector Work Program

95. In addition to meeting to needs of the Aid Group, the economic and
sector work program should have two main objectives. The first should be to
provide support for the IDA Assistance Plan. The second should be to provide
the basis for a policy dialogue with the Government; the dialogue itself
should concentrate on helping the Govermment to overcome its problems in
planning and to develop suitable policies to pursue appropriate goals. These
two objectives will overlap to some extent. Within them, we should concen-
trate most of our efforts on a few main subjects, including especially those
on which we have already done considerable work. Experience shows that we
have the best results in terms of influencing policy when we hammer away year
after year on the same points. Eventually, the message gets across. The need
for a particular action is usually recognized by those in Bangladesh nearest
the issue, but persistent persuasion on our part helps to get difficult
decisions taken.

96. To support IDA's lending strategy, there will be, initially, two
main tasks. First, we should build on the work done on preparing a medium-
term foodgrain production plan, and help the Govermment draw up an lmplemen-
SAEAY
tation program, with detailed policies, projects, and time-bound physical and
financial targets, for the food production effort. Second, we should assist
in the delineation of a domestic resource mobilization strategy, again with
specific targets for achievement as well as agreed policy directions. This
should start with a realistic financing plan, which is a necessary base for
considering resource needs.
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%7 Both of these tasks will also support our general economic policy

dialogue with the Governmment and help to provide the economic program under-

pinning our program lending. When these are well underway, we should broaden

our attention. We should seek eventually to help the Govermment produce a

plan implementation program for the entire SFYP. On the policy side, we

should try to fill in major gaps, especially in the area of poverty allevia-

tion. Some of the missing links we should address are: how to match big
nggggggg_ig_jggd.p:ﬂduntigﬂ43ﬁdﬂ1_gmpln¥mgg£;jggifigiggg generation for the

poor; how to build up rural industries; and how to revitalize the private

sector and build up exports. &

C. Targets for Monitoring the Government's Development Effort

98. In the discussion in the preceding sections of this paper of Bangla-
desh's objectives, and assessment of their appropriateness and the effective-
ness of the Government's pursuit of them, a number of critical points have
emerged, where the Govermment's efforts will be vital to the success of its
development program. These clearly suggest themselves as providing suitable
subjects for formulating measures which can be used to evaluate the adequacy
of the country's performance and its eligibility for higher levels of IDA
lending.

99, Improved Absorptive Capacity. Further improvements in project imple-
mentation are needed. There are still important areas where Government per-
formance is poor - procurement, appointment of consultants, adequate and

timely funding. While the main effort here must be the Government's, IDA
should be willing to provide assistance in improving project execution
capability. Admittedly, we have not been immediately successful when we have
tried to do this in the past, through technical assistance. In spite of the

support of some civil servants, resistance from most of the Government was 27 </

strong enough to delay implementation of some recommendations and to defeat R s
some technical assistance proposals entirely. However, some of our institu- 4(' i S ae
tional interventions, particularly in the agricultural sector, appear to have A
borne fruit in readiness to look at institutional problems (e.g. the role of e
BADC, the types of projects financed by WDB, the need for decentralization

withn the jute industry) and to take corrective actiomn. Similar efforts to

assist in planning have been failures, so far. However, the new Minister of

Planning, who has the personal backing of the President, says he is willing

to try again. Because of the importance of the task, we must do the same.

OQur strategy should be to build up project execution capabilities in the short

term. This should include:

T

(a) building project preparation cells with expatriate expertise
|
an y training ng 1s; and

(b) creating a monitoring and review mechanism.

It will be necessary to get the Govermment to change its attitude, and be more
willing to accept expatriate consultants in project execution. At the same
time, there must be a major program to train Bangladeshis. Finally, it would
be prudent to start in a limited way. Given the importance of agriculture,
and our commitment to help prepare the food plan, we should begin by trying
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to build up project preparation, planning, and monitoring mechanisms in the
agricultural ministries.

100. As noted in paragraph 56, IDA disbursements for projects increased
in FY79 to 19 percent of the amount outstanding at the beginning of the year,
Even in the absence of IDA technical assistance for implementation, it would
not be unreasonable to expect disbursement performance to improve further.
However, disbursement as a percentage of the amount ou anding at the begin-
ning of the year is an imprecise criterion dependent upon differences in the
age and sectoral composition of the portfolio. A computer program was used to z
calculate expected disbursements based upon Bank wide averages by sector and

year of investment. The results indicated that Bangladesh's disbursements in

FY79 (excluding program lending) reached 86 percent of the Bank-wide average,

up from 62 percent in FY78 and even lower figures in earlier years. Continua-

(tion of disbursement performance on project lending at no less than 80 percent

of the Bank wide averages by sector and year of investment would be a criterion
for judging Bangladesh's eligibility for an increased share of IDA resources.

101. Appropriate Investment Strategies. The sectoral allocations in the
annual development plans which will be the working documents of the SFYP will
have to be gradually restructured to channel more investment to agriculture
and food production. It will be hard, if not impossible, to make dramatic
changes quickly. How much it will be practical to do will be one of the real
limiting factors affecting whether or not the Government can meet its objec-
tives, but the effort will have to be made. The Region recommends that a
second criterion for judging eligibility for an increase in Bangladesh's share
of IDA resources should be annual increases in the agriculture sector's share
of investment in accordance with the targets specified in the Medium Term Crop
Production Plan. It would also be a criterion that the composition of agricul-

tural inv egwm‘mm,masmw ‘
102, A qualitative aspect of the general subject of making appropriate

investments could also provide a monitoring criterion. The overall project
list should be watched closely. The Govermment should be asked to avoid

capital intensive, long gestation projects which sensibly should be deferred
until later. It would be possible to specify some investments which are not
appropriate at this time, but it probably would be better to express this

criterion in general or illustrative terms, and tell the Govermment that the
exercise of discipline in this respect will be treated as a crucial test of

e ——

its seriousness and its eligibility for higher IDA allocations.

103. Domestic Resource Mobilization. The Government proposes that 20
to 30 percent of the SYFP be financed from domestic resources. This would

‘require substantial increases in domestic resource mobilization and prepara-

tion of a more concrete financing plan. Performance measures in the form of
quantitative targets could be unrealistic given the dependency of the economy
on year to year variations in the weather affecting crop production and upon
fluctuations in the export prices of jute and jute products. However, short
term objectives can be set each year, in coordination with the IMF, as to
measures which the Government could reasonably be expected to take to improve
domestic resource mobilization, and which under "normal' circumstances could
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reasonably be expected to result in the desired improvements. Further econo-
mic work in this field is planned to improve our ability to make specific
recommendations.

VI. CONCLUSIONS AND RECOMMENDATIONS

A. Summary Statement of Recommended Assistance Strategy

104. Bangladesh's economic performance and project preparation and imple-
mentation capacity have shown significant improvements. However, one major
area of weakness is in planning. While the priorities set forth in the SFYP
are generally correct in emphasis, the plan is expected to be a political
document providing unrealistic targets, and lacking in a set of projects and
policies to achieve its objectives. However, it would not appear to be fruit-
ful to attack the plan's targets. Instead it is proposed that we continue

our efforts to assist the Govermment in preparing projects and policies to
increase food production as quickly as possible over the next two to three
years. We would also try to help the Government prepare a two to three year
financial resource plan to assure that the agricultural sector gets the re-
sources required to support the food production plan. Finally we would con-
tinue our efforts at assisting the Govermment to improve its implementation
capability and its absorptive capacity.

105.° No increase in Bangladesh's share of IDA resources is proposed in
this CPP. However, if recent improvements in performance are sustained we
would expect to recommend that Bangladesh's share of IDA resources be in-
creased progressively from about 8 percent to about 10 percent of total IDA
availability. It is proposed that we inform the Govermment that our decision
to increase or decrease Bangladesh's share of IDA resources would be based
primarily on the following three criteria:

(a) measures to improve absorptive capacity and continued
improved implementation performance;

(b) appropriate investment strategies, particularly in the agri-
cultural sector; and

(¢) domestic resource mobilization.

Program lending is proposed to be maintained at current levels averaging US$75
million per year. However, if we succeed in reaching agreement on a set of
policies justifying a structural adjustment credit, we would propose at that
time an increase in program credit financing.

106. Management's approval is requested for the above assistance strategy
and specifically for following lending economic and and sector work programs
substantially similar to those set forth in attachments 1 and 4.



B. Next CPP

107. In about a year, in mid FY81, we should be able to determine whether
Bangladesh's recent improvements in performance have been sustained suffi-
ciently to justify an increase in lending. A short paper would be prepared
emphasizing an evaluation of the Government's progress in accordance with the
criteria described above. A more extensive evaluation, in the form of another
CPP strategy paper, should await one year's experience under the SFYP; that
is, preparation should begin early in FY82 for review in mid-FY82,
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nited Stactes J26.3 1588 11.53 aL.4 92.1 .
cehers 188 52,5 12.5 132.5 1029 . . %
Tocal =ultilacaral 2.1 W08.7 1.3 2381 S14.3 3520 505.0 395.0 310.0 S45.0 7T00.0
ADB az.1 .6 68.5 459.8 3.3 0a .a 3.8 e . p
-0} 150.0 187.1 22,0 1390 27,0 22%.0 270.0 5.0 378.0 192.0 416.9
Jthers - + .9 3.3 1330 W% i - ‘e o s
~goncesstonal loan » = " X * - b % = - 2,
TOTAL CReOTMENTS 1239.1  948.2 734.7 1085.1 1881.8 2200.0 2030.0 2385.0 1755.0 12805.0 10%0.0

{1 As of the end of he fiscal
72 The exchange adjuatmeac of
_}  The axchange adjusczanc If
L[4  Tha exchange edjusctoenc of 3

75 the exchange adjuscoent of 36,2 2ullise as of June 30, 1978 has bees ineluded Ln
15 The sxchange sdjuscaenc of 38.1 aiilion as of fune 30, 1979 5as Seen included in

-
-8 millicn as of June 30, 1973 has besa tncluded i3 thase figures.
L.5 aillion a3 of /uma 30, 1976 has Seen included L
+7 atllion as o€ June 30, 1977 has Sewn

luded in these &

2 these figutes, wich a decrease of 52.2 aillion sinca FY75,

« with an {
these figures, with aa increase of 35.% ailliom since 7¥77,
thess figures, with an locresse of 51.9 ailliom since 7¥74,

of 52.3 mllliton since FY76.

Souch Asta Region
March 5, 1980



TABLE
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SANGLADESH - SOCTIAL INDICATORS DATA SHEFT

MOST RECENT

1970 /b ESTIMATE /b

REFERENCE GROUPS (ADJUSTED AVERAGES
= MOST RECENT ESTIMATE)
SAME SAHE NEXT HIGHER
CIDGRAFHIC  INCOME INCOME
REGIOR /c GROUP /[d  GROUP [e

46.0
51.0
30

2.5
6.3
4640
18.0
3.2

1103.1
8.9

98.0

93.0
58.5
8.0

23.0

47.0

140.0

53.0
15.0
55.0

5.0
&0.0

7600.0/g 11350.0
72030.0/g 53700.0

8120.0/h 4430.0

LAND ARFA (THOUSAND $Q. KM.) RANGLADETE
TOTAL 164.0
AGRICULTURAL 9.9
1960 fb
GNP PFR CAPITA ]E!!t 40.0 60.0
ENERGY CONSUMPTION PER CAPITA
(EILOGRAMS OF COAL EQUIVALENT) .- s
POPULATION AND VITAL STATISTICS
POPULATION, MID-TEAR (MILLIOAS) Sl.4 £8.3
URBAN POPULATION (PERCENT OF TOTAL) 5.2 7ié
POPULATION PROJECTIONS
POPULATION IN YZAR 2000 (MILLIONS)
STATIONARY POPULATION (MILLICNS)
YEAR STATIONARY POPULATION IS REACHED
POPULATION DENSITY
PER SQ. DM. 1s7.0 474.0
PER SQ. EM. AGRICULTURAL LAND  540.0 583.0
POPULATION AGE STRUCTURE (PERCENT)
0-14 TES. &3 4.4
15-64 YES. 52.5 51.0
65 YRS. AND ABOVE 3.2 2.6
POPULATION G20WTE RATE (PERCENT)
TOTAL 2.4 2.9
CRBAN e 6s7
CRUDE BIXTE RATE (PER TEOUSARD) 49.0 48.0
CRUDE DEATE RATZ (PER THOUSAKD) 3.0 20.0
GROSS REPEODUCTION ZATE .5 3.1
FANILY PLANNING
ACCEPTORS, ANNUAL (THOUSARDS) - 345.6
USERS (PERCENT OF HMARRIED WOMEN) .. s
INDEX OF FOOD PRODUCTION
PER CAPITA (1569-71=100) 107.3 101.0
PER CAPITA SUPPLY OF
CALORIES (PERCENT OF
REGUIEEMENTS ) 89.0/¢ 89.0
PROTEINS (GRAMS PER DAT) 62.6/¢ FF
OF WHICE ANIMAL AND PULSE 9.2/F A
CHILD (AGES l—4) MORTALITY RATE 29.0 25.0
HEALTH
LIFE EXPECTANCY AT BIRTH (TEARS)  42.0 45.0
INFANT MORTALITY IATE (PER
TEOUSAND) - 5 153.0
ACCESS TO SAFE WATER (PERCENT OF
POPULATION)
TOTAL = 45.0
DRBAN oa 13.0
BURAL . .. 47.0
ACCESS TO EICRETA DISPOSAL (PERCENT
OF POPULATION)
TOTAL i 6.0
URBAN . .-
POPULATION PER PHYSICIAN =3
POPULATION PER NURSING PERSON e
POPULATION PER HOSPITAL BED
TOTAL 11000.0/h
ADMISSIONS PER ES0SPITAL BED s 4a
EOUSING
AVERAGE SIZE OF EOUSEHOLD
URBAN = -
AVERAGE NUMBER OF PERSONS PER ROOM
URBAN - .

ACCESS TO ELECTRICITY (PERCENT
OF DWELLINGS)

TOTAL .
URBAN .
RURAL .

-
-

e
-

3:0/2

191.1 209.6 467.5
69.1 B.9 262.1
13.2 16.2 2.6
86.6 9.4 45.3

230.2 252.0 149.0
hb.3 43.1 45.2
52.4 53.2 51.9

3.1 3.0 2.8
4 2.4 1.7
%l “b 43
dhak 2.4 ©39.4
16. 4 . 15.9 11.7
3.2 2.9 T
7.9 12.2 13.2
9.4 98.2 99.6
93.0 93.3 947
$6.1 52.1 54.3
10.4 13.6 17.4
19.2 18.5 11.4
4.1 49.3 S4.7
- m,-‘ “l 1
3.5 26.3 e
63.9 58.5 57.9
20.1 15.8 .2
15.7 16.0 0.8
5.8 65.1 71.3
2.5 3.5 27:7
7107.9 11396.4 6799.4
12064.0 5552.4 1522.1
2738.4 1417.1 T26.5
s 197.3 i72.7

. 2445.9 1404 &
.. u-. v-’

i 5.3 5.4
. 4.9 S.1
s Sea 5.5

a% 2.5 28.1

. 17.8 as. 1

.. . 9.9




TAELE 3A
BANGLADESH = SOCIAL INDICATORS DATA SHEET

REFERENCE GROUPS (ADJUSIED AVERAGES

LANGTADESH - MOST RECENT ESTIMATE) <o
~ SAME SAME  NEXT HIGHER
MOST RECENT GEOGRAPEIC INCOME INCOME
1960 /v 1970 /b ESTIMATE /b REGION /e  GROUP /d GROUP /e
EDUCATION
ADJUSTED ENROLLMENT RATIOS
PRIMARY: TOTAL . 47.0 61.0 83.0 59.5 63.3 82.7
MALE 66.0 80.0 106.0 74.9 79.1 87.3
FEMALE 26.0 42.0 60.0 43.7 L84 75.8
SECONDARY: TOTAL 8.0 19.0 23.0 19.5 16.7 21.4
MALE 14.0 30.0 34.0 27.8 22.1 33.0
FEMALE 1.0 8.0 11.0 10.0 10.2 15.5
VOCATIONAL ENROL. (I OF SECONDARY) 1.0 1.0 1.0 1.3 5.6 9.8
PUPIL-TEACHER RATIO
PRIMARY s 49.0 55.0 42.2 41.0 3.1
SECONDARY . 26.0 24.0 ey 21.7 23.4
ADULT LITERACY RATE (PERCENT) 21.6/1 e 22.0 25.5 31.2 54.0
CONSUMPTION
PASSENGER CARS PER THOUSAND
POPULATION @ 0.4 0.4/4 2.3 2.8 3.3
RADIO RECEIVERS PER TEOUSAND yeer
POPULATION as 6.0 i 15.5 27.2 76.9
TV RECEIVERS PER THOUSAND Y
POPULATION is s - vn 2.4 13.5
NEWSPAPER ("DAILY GENERAL
INTEREST") CIRCULATION PER
THOUSAND POPULATION - = 5.0 . 6.2 5.3 18.3
CINEMA ANNUAL ATTENDANCE PER CAPITA .. = e e 1.1 2.5
LABOR FORCE
TOTAL LABOR FORCE (THOUSANDS) 18516.0 23402.0 29900.0 . . .
FEMALE (PERCENT) 1.2 16.5 17.0 (21.4 24.8 29.2
AGRICULTURE (PERCENT) 86.8 85.9 78.0 66.3 69.4 62.7
INDUSTRY (PERCENT) . 3.5 7.0 9.6 10.0 11.9
PARTICIPATION BATE (PERCENT)
TOTAL 36.0 3.6 34.4 35.8 36.9 7.1
MALE 58.7 55.8 55.3 52.3 52.4 48.3
FEMALE 11.4 11.8 12.1 15.7 18.0 20.4
ECONCMIC DEPENDENCY RATIO 1.3 1.4 1.3 1.3 1.2 1.4
INCOME DISTRIBUTION
PERCENT OF PEIVAIE INCOME
RECEIVED BY
HIGHEST 5 PERCENT OF HOUSEHOLDS  18.3/ 16.7/% o 5 = 15.2
HIGHEST 20 PERCENT OF HOUSEHOLDS 4&4.571 42.37% b an i 48.2
LOWEST 20 PERCENT OF HOUSEHOLDS 5.9773 7.97% i as s 6.3
LOWEST 40 PERCENT OF HOUSEROLDS  17.9/3 19.67% . . - 16.3
POVERTY TARGET GROUPS
ESTIMAIED ABSOLUIE POVERTY INCOME
LEVEL (US§ PER CAPITA) ~ . ~ . d A
URBAK .e & 110.0 86.5 99.2 261.3
RURAL ) e a4 91.0 Th.2 78.9 136.6
ESTIMATED RELATIVE POVERTY INCOME
LEVEL (USS PER CAPITA)
URBAN is i e - 91.9 179.7
RURAL . ¥ o 50.4 54.8 103.7
ESTIMATED POPULATION 3ELOW ABSOLUTE
POVERTY INCOME LEVEL (PERCENT)
UREAN P . 55.0 44.3 sh.l 24.8
RURAL o s 74.0 52.4 53.9 37.5
«s Mot available
Yot applicable.
NOTES
/_l The adiusted group averages for each indicator are population-veighted gecmetric seans, excluding the extreze

values of the indicator and the zo0st populated country in each group.

indicators depends om availability of dara and is ot uniform.

Coverage of countries asong che

4] Ynless otherwise noted, data for 1960 refer to any vear becween 1959 and 1961; for 1970, berween 1969

/e Souch Asia; /d Low Income (5280 or less per capita 1976);
1976); /£ Av. 1961-65; /z Regiscered, not all practicing in the councry;

omiy; /i 1972; 1963-84; [k

¥

1966-67; /1

1962; /a

Most Recent Estimate of GNP per capita is for 1978.

and 1971; and for Most Recent Estizate, between 1974 and 1977.

1973.

/e Lower Middle Income ($281-550 per capita,
/h Govt. establishmencs

August, 1979



SELEC

TED INOICATORS

169
“etii
AVG, I
“uag,
M/30P
l/60p
a/s0e

(1

3
MAT, 3Av, RarE
NAT, Sav, Aurg

COMPINENTS waAY 43T agn uyp

1970=78 1978489 1980wss 198%99
3,09 2.54 3,25 3,74
=1,53 3.53 0,57 1,08
0,02 0.01 0402 0,08
«,25 aee 0419 0,12
0,14 0.22 0,22 0,22
0,08 0.15 0,17 0,19
0,07 0.15 0,1a 0,15

3ECAUSE OF QUNDING
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Srasfussesssassssssea

£xe, Al
140, A1
T11

GOPOEFL

A TTAaCHMENT

34&

ms=w

EecaOaNIMIC DEVELOPMENT

BT A EHEETA

GROATN

ra
B
w
(5]

O PN oewWw O

-

PR ND D W .

-

e
L)
.

—
E U =0 S SRy VT

B P2 r2 b 00U O = e D
O~ W~ DOy s

" 1]
s
™
© D P L s e

w
L=

e
[ER- Nl
-

=4 k3 O
O o n o
L DO
~ = o o
WL L

o

o= - EE LT T
1977
SMARE
1985 oF
1990 GoP
Teww "-weww
5.0 100.0
ces -1.4
5.0 99.5
5.2 12.1
3.7 8.8
9.1 7.4
3.6 Sl
4.5 34,3
6.1 10.0
12.8 5.1
6.8 4.2
1.3
6.9
7.3
=0.8
6.0



1974
LT L]

1eeCONSTANT 1373 PRICESase

(MILLIONG OF OQLLARS)
141 FOQ0
1,2 JTHER CONS, 308
2, PeTA, OIL, \LUBA,
3, ITHER INTM, GDS
4, CAP, GO3
S,1 TOTAL G03 (CIm) 1062.2
$,2 TOTAL 308 (rOm) 934.7
b, NF3 187.2
T, TOTAL GUODS ano NFS 1121.9
seedRICE INOEX 1978 9 (a0eww
ly1 7000
1,2 JTHER CONS, GOS8
2, PETR, QIL, LuBm,
3, JTHER INTM, GOS,
4 CaAP, GDS
s, TOTA, 308 37.08
5, NFS 87,08
7, TOTAL 30008 ANO NFS 37.08
eaaURAENT YALUESews

(YILLIONS OF uss)

TewSuswsesessseSwee
1,1 #000
Ly2 3T=ER CONS, GODS
2, 2JETR, JIL, LuaRm,
3¢  ITHER INTM, GD3
4, E£aP, 508
5,1 TOTAL GOS8 (CIm) 92%,9
§,2 rOTAL 508 (F03) 814,0
b, NFS 163,0
T, TATAL GOO03 AND 4P 377,08

JANGLADESRN

NTY &LHNENY is
fevensdeaTN TR TR TR ey

I 420 AT - o A0 S ]
ARSI LA AR RARRERERREL}
197% 1974 1977
swew sase LR L L]
1173.5 11664.3 323.8
1032.7 1026.6 726.9
1561.9 188.2 153.2
1194.5 1212.8 ara.l
119.50 108.70 104,95
119.50 108.70 104.35
119.50 1C8.70 104,35
1129.0 1285,7 Bau,h
93,5 1113,8 Ta0,3
193,5 204, s 180,8
1187,0 1318,4a 21,0

1978 1979

149,7
182,56
17249
523.2
194,0
0 1a21,8
el 1421,5
3 48,2
.0 1509,7

129,95
114,18
115,73
113,28
ETINE
100.00 115,089
100.00 11u,18

100.00 115,01
194,45
2n8,5
199,1
592,7
4a9,9

13u9,0 leua,s
1187, ladud,n
248,9 10047
1433,0 173%,3

1980

LL AL

42,0
00,9
182,11
$74,0
82,9
1051,9%
1851,5

92,2
1944, 1

151,37
120401
183,57
122,98
120,01
134,83
128,01
13a,6d

447,13
2154,3
297,48
710,7
538, !
2496,3
2d9e,3
17,3
281,48

PACE: 1

245,48
209,9
192,7
207 ,4
538,4
1794,2
1794,2

97,2
1991 ,4

172,91
140,00
212,68
134,79
130,00
159,52
140,00
149,99

42,9
93,9
409,8
418,2
53,7

1700,8

2700,8
13,1

23%a,7

1985

58,5
250,43
2620
T22,7
dud,b
2121,9
élal,?

118,2
2duv, |

433,97
L8s,00
22,81
179,00
188,00
200,73
140,00
199,90

135,9
4ad,0
78149
12984
1978,5%
“d99,3
“259,5
219,8
4479,



COMMODITY & : Octher
COmMmMOOITY v
HANUF, 308

ML ITHER 303 43,8
TITAL G008 ¢rom) 381,08
NFS 3040
TOTAL GOSNy 39y ,8

59,0
358,0
82,0
48040

17,3
3&0,s
83,0
4us, s

138,808
48,42

53,0
519,0

40.0

158,0
497,0

83,0
950,90




TeeCONSTANT 1373 3R{CESqaw
(MILLIONS OF ugs)

141 SOMMIDITY |: Raw Jute

1,2 COMMQOITY 2: Jute Goods
1.3 20%M20ITy 3: Leacher, Hides
1,3 COMMODITY q: Tea

1,5 COM™O001ITY §: Pish

Il COMMODITY &: Other

LyT COMMODITY 7

2, YANYUF, GD3

3o MLL ITHER 5o8
4y, TOTAL 508 (rna3y
5. NF3

b, TOTAL GO3ENFS

CeePRICE INOEX ( 1978 wl0g)sees

rew - - - -

lol COM™ODITY |: Raw Jute
1e2 SIMMOQITY 2:Jjuce Goods
le3 SOMMIQITY §: Leather, Hides
4 COMMODITY a: Tea
o5 COMMOQITY 8: fish
lyd CI9MO0LITY &: Other
L7 2MmM30LTY 7
« MANYF ., G038
3. ML ITER 303
L]
.
L

NES

: TITAL 508 trosy
]
5 TOTAL GOSEnFY

(L] RENT YALUESeew
v=ILLIONG O uss)

feeSSssevvasscsuss

1ol COMMI0ITY |: Raw Jute

1,2 Co%md0LTY

2t Jute Coods

1,3 COMMOOLITY 3: Leather, Hides
1,8 EOM430ITY a: Tea
1.5 CIM™IDITY §: Fish

1974

emaw

&g
DUDM:-J

30,10
92.81

51,51
80.62
36,96
31.08

124.0
194.0

- 47 .

BANGLAOESH
ATTACHMENT 33
l"'ll'I'Il".il'.!ll‘l.l

TXPQ0RT oEvraly

."..'"'.'.'l!"..."ll'

19753 1974 1977
L L L] LA L T weew
30.2 136.7 136.7
180.5 207.8 215.7
35.2 135.4 217.5
356.0 479.7 570.0
58.5 39.8 56.2
426.8 539.5 526.2
35,29 38.74 1.4
117.9 37.63 91.90
59.20 57.06 52.34
100.53 79.32 30.59
119,53 108.70 104.38
103.53 32.39 32,38
36.0 121.3 125.0
* 213.0 182.0 198.2

Coooo

1979

129,00
127,12
147,51
,1]
114,29
185,26
115,00
«2Q
118,45
124,01
114,18
122,83

143,41
2784,0
78,0
49,9
33w

1980

133,8
218,5
51,5
35,7
24,3
34,5

0
150,0
50,1

89,3
571,48

107,79
178,48
157,22
88,380
123,43
11,40
120,40
190
124,00
165,39
128,81
141,35

Ldu,0
390,0
81,0
31,0
Jo,0

1981

sewe

134,39
220,7
§3,8
4s5,7
30,0
42,3

"
71,9
527,5

72,9
200,

144,00
180,51
le9,80
49 .59
133,30
124,89
132,84

00
13,02
141,89
L4o,00
1el 41

187,3
3%4,5
9,4
4140
“0,0

1985

semw

190,4
229,71
88,1l
51,0
43,9
al,?

ddd 9
$93,0
44,8
sdl,a

led 70
218,51
248,50
b9, e
181,38
109,55
179,95

el
181,50
192,40
I%8,y0
191,92

23e, 9
501,9
lau,2
55,5
79,7



1974
"gaw
TRaUMMARY Q7 BALANCE 37 P YMENTYwaw
1 Fxe, (INCL, NFY) 19,8
2. IMP, (INCL, NFPY) 9.0
ll '!!l i‘Le !5!5.“
4, VET FACT, sgAv, 1Ive, 19,7
ol NET INT, Pymr 7
P wm[CH ON 2uB, (Jans 7,3
W2 IR, [NV, INe, 9
W3 4QRK, 3IgM, 19,0
S, CUR, TIANSP, N
5, CUuRBAY w5b8,7
7, 319, mepv, Iny; .0
8, GSAUNTY L GAANT&_ICE F|wg 347,0
PUSLIC ML T LOaNS
9, Jtss, 28%, 1
10y AWT, “10,7
11, “ET Jr9s8, 274,14
OTYER “LLT LJaNS
12, J1%8, W0
13, imT, .0
14, NET 2133, ,0
15, JSE IF [9F aEg, 35,2
16, SHRT=TAN Ca®, ,0
17, Ca® NET 33,2
18, CHNG IV RES, (exlveRr,) 57,8
19, €3, (ENOD OF »mgm,) 118,0

ATTACHMNENT

s &=

BANGLADESH

lc¢

fl'l'.l.""'.l.‘Il'l."'

197

ewsw

usd,7
1187,0
-718,3

21,9
12,1
10,1

34,0
W0

436 ,4
W0
395,86

529,1
20,9
508,2

1974

AE Ty

"seevssgues

44, s
1318,4
=372,

29,4
38,8
21,9

82,0
0

«847 .4
W0
244, s

569,3
a0, 4
s02.4

1977

519,0
21,8
*402,8

82,3
18,7
28,4

.0

41,9

)

*340,3
o
229,7

278,1
-lo.l
248,90

SALAMCE QF PavsgNTY uND EXTERANAL A8313TANCE

lil‘I'...‘Il'l".li.l.l'...!.!!l‘i.l.ill.'l

1578

1979

tsT,

e78,5
1749.,3
wlose, 8

114,9
“d0, )
wd0,l
15,9

14049
WV

=951,9
15,0
495,13

520,7
=55,3
eSS, 4

L1980

maww

.

194}

1982

vewa

LS W 8 A

LR AL LI L L L L)

a97,9
613,
“{808,s

139,8
wd§, 4
*5l,n
23,0
108,90

0

"1580,0
20,49
470,5

932,5
o714
301,5

849,

283e,8

Lh

=1

87,7

150,46
51,4
“ha b
23,3
178,2

WV

837,3

Fuu, 7
3el32,»
“2287,9

lod,0
nl,?
=-717,2
27,8
98,0
v

=2120,9

30.0
7

1166.7

v
o
oy



teeGRAANT

tenMEMOAANOUM [TENSawe

1y
2,
3

AND L2AN CONMITNENTSwws

arr,
rar,
1580
1o4

I,
30V,

3arT,
PUB,

“ULTT

LIANS

LAT,

IF =AlCH CPE (2)

yRey
FIN,
L IE ]

[ERS
INsT,

2yBLIC LIJANS NET
ITHER YLLT LOANS

Sumevsssssvesvew

e

GRANT EL, 9F roTa, com)

AyG,
AyG,

INT,
AT,

ar,
(YEangy)

la97a

T a9
1031
25,300

1978

weas

1853
019
3g, 500

197

TU7
1017
71,700

1977

1978

720
018
38,900

1979

100,000
1000
2000

1980

82,497
019
35,321

198}

30.50%
017
36,153

PAGE: 14
1982

30.536
J18
36.052



1983
sneJUMMARY OF BALANCE IF PLYMENTS7en
..Q..I---..‘...--.1-.--;."..-
1. ExP, (INCL, NFS) 1052,5
2. 4P, (INCL, NFS) 1544s,5
3, RES, 34, 24941
4, NET FACT, BERV, InE, 11043
W1 NET INT, Pyur 74,9
IF W=[CH ON 28, LJANS 93,5
2 D19, INv, INC, 30,5
I A0RK, REM, 218,86
5. CUR, TRANSTF, .0
b, :URE‘L '132207
Te 3IN, 2RV, :NV; 34.5
3, GRANTS L GRANTeLIKE FlA4s 1197.9
PUBLIC MLLT LOaNs
9, orsa, 1221.2
10, AMT, -78.2
11, VET 3138, 1143.0
OTWER “LLT LOANS
12, o138, W0
13, amT, W0
14, NET 9138, .0
1S, JSE JF [vF RES, .0
16, 3HATLTIM CaP, .0
17, CaP NEX .0
18, CHNG IN RES, (ewINCR,) =52,4
19, €3, (END 3F PER,) (1) 593,38

BANGLADESN
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BANGLADESH

COUNTRY ECONOMIC AND SECTOR WORK PROGRAM

FY80-82

s The principal objectives of our Economic and Sector Work Program
(ESWP) are set out in Section V of the text. The cornerstone of the ESWP

is an annual Country Economic Memorandum. The members of the Bangladesh Aid
Group are a major audience for this report, as are the Bank management and
staff, and the Govermment. In the past we have found it difficult to forecast
accurately beyond one or two years ahead what will need to be the main themes
of our ESWP; this difficulty is accentuated just now by the uncertainty sur=
rounding the FY81-85 Second Five Year Plan (SFYP). Therefore, we have not
tried to define a detailed ESWP beyond FY82. For most of the reports, other
than annual CEM's, the audience would be the Bank staff and the Government.
However, as we have done in the past, we would expect in the process of
completing some of the major studies to decide, on an ad hoc basis, to give
them a wider circulation to the senior management and Executive Directors.

The Medium Term Agricultural Production Plan may be a candidate to follow

the example of the FY79 Review of the Water Development Board and the FY80
Food Policy Review.

2. During FY81, the Govermment of Bangladesh (GOB) will launch the
SFYP. It is envisaged that the Medium-Term Agricultural Production Plan,
jointly prepared by GOB and Bank staff, will become an integral part of the
SFYP. The keystone of the SFYP will be an extremely ambitious program to
increase food production and this will require greatly increased domestic
resource mobilization and project implementation capabilities. One major
problem is likely to be an intensification of GOB's propensity to start too
many new and/or overscaled projects, thereby stretching its financial and
administrative resources too thinly. Another problem we anticipate is that
the SFYP will be very weak in its policy content. A central objective of our
ESWP, therefore, is to address several of the key unresolved issues relating
to the SFYP and its implementation. For example: how to improve GOB's
financial programming and allocation procedures; how to increase domestic
resource mobilization; how to achieve a sectorally-balanced investment pro-
gram; how to mobilize private sector investment and economic activity; and
how to develop non-traditional exports.

s Several of the programmed activities for FY81 and FY82 bear directly

upon these issues. The FY8l Country Economic Memorandum (CEM) will focus
primarily upon the SFYP, as will the FY81 Aid Group meeting for which the CEM
will be prepared. Work to be done in connection with Import Programs Credits
IX and X (which will claim a large share of the manpower available for all
tasks) will be focused mainly upon the above-mentioned issues, as will several
of the other programmed tasks. This work will be coordinated closely with the
IMF's work on a prospective EFF for Bangladesh, especially with respect to
taxation, pricing and subsidy policies.
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4. In view of the emphasis to be given to agricultural (and especially

foodgrain) production in the SFYP, another major objective of our ESWP will

be to follow up on the considerable work already done in this sector. A sub-
stantial share of the proposed program will be directed at following up on our
recent work on food policy, medium—term agricultural production planning, the
investment program of the Water Development Board, and minor irrigation works.
The program also reflects our concern to know more and to understand better
the nature of the social and institutional constraints to growth imposed by
the prevailing agrarian structure., It is also recognized, however, that even
rapid agricultural growth will not solve the problems of creating both suffi-
cient employment opportunities and effective demand for the increased agricul-
tural output. Hence, another facet of our work on rural development will
concentrate on analyzing ways and means by which non-farm rural employment

can be stimulated, and on related distributional issues relatively neglected
by GOB.

s B I1f Bangladesh is to succeed in approaching self-sufficiency in food
production during the next five years, greatly increased volumes of inputs
(fertilizers, seeds, pumps, tubewells, pesticides, etc.) will have to be
distributed far more effectively than the public sector has been able to do.
The private sector will have to be induced to play a far more active role in
this area. Similarly, the development of small-scale rural industries and
non-traditional exports will also be highly dependent upon whatever role the
private sector is prepared to play. Yet the Govermment lacks not only a
coherent strategy and set of policies aimed at stimulating this sector but
also the requisite information base for devising such policies. Several of
the proposed tasks are, therefore, concerned with these issues: tariff
structure review, foreign investment act review, export processing zone and
private sector studies.

6. A continuing objective of our ESWP will be to provide support for
the design of Bank lending activities, particularly in the more important
sectors of agriculture and water resources, rural development, industry and
transport. These are sectors in which both our lending activity and our eco-
nomic and sectoral work has been concentrated in the past and will continue

to be concentrated in the foreseeable future, in keeping with the priorities
of GOB's own development strategy. Moreover, experience has demonstrated that
our efforts tend to be more productive and our dialogue with GOB more effective
when we follow-up on prior analysis rather than diversify into new activities.
By-and-large, the ESWP adheres to this principle, the major exceptions being
our proposed new work on the private sector, energy, and plan implementation
programming.

" Work Program for FY80-82

|
|

7 A program for the current year, FY80, and the first two years of

the SFYP is given below. Because of the number of tasks, we have chosen not

to present a summary table but to describe ongoing work in FY80 and the tasks
for FY82 by topic name alone giving detailed descriptions of the studies for
FY81l only. Further details including manpower estimates were given in the
Region's Indicative Statement of Budgetary Needs. In that submission, however,
economic work to support program lending is designated as operational, not
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economic work. For that reason, the lists of specific tasks given below have
one outstanding omission: they do not contain detailed write-ups for domestic
resource mobilization, following up on our earlier work. However, we have

shown such work by topic name below, even though it does not appear in the
Bank-wide ESWP.

FY80

L. CEM/Planning Technical Assistance

2 Food Policy Review

3 Medium Term Agricultural Plan

4, Food Policy Review Follow-up

B Initial Draft SFYP Review

6. Appraisal/Preappraisal Imports Program Credit IX
7 Rural Non-Farm Employment Study

8. Labor Migration Study

9. Trade/Industry Study
10. Minor Irrigation Sector Review
11. Water Development Board Review - Follow-up
125 Industry Sector Review - Follow-up

FY81

1s, CEM/Final Plan Review

The FY81 Aid Group meeting tentatively has been scheduled for early
1981. Since the May 1980 Aid Group meeting is expected to focus on the draft
SFYP to only a limited extent if at all, the FY8] meeting would concentrate
mainly upon the final Plan and its implications for donors. By then, GOB
would have had sufficient time to prepare at least some key elements of a Plan
Implementation Program (PIP) which would, inter alia, comprise the require-
ments for its FY82 investment program. The CEM, therefore, would include both
a review of recent economic developments and an appraisal of the final SFYP
and related policy measures. Particular attention would be given to: the
food situation and food policy development since the January 1980 Aid Group
meeting; the FY8l budget and ADP; measures taken with respect to Imports
Credit IX and a possible EFF; progress in improving domestic resource mobil-
ization and in stimulating private sector activity; and the Plan Implemen-
tation Program, ineluding the scale and composition of projected FY82
investment.

2. Program Lending/Domestic Resource Mobilization Follow-up

3 Plan Implementation Programming

This activity will comprise follow-up to work to be initiated in
FY80 aimed at assisting GOB to prepare an action program for implementing the
SFYP. Evidently in response to an informal draft IDA staff paper entitled
"A Plan Implementation Program," the Minister of Planning has requested Bank
technical assistance in this area. It remains to be seen how much and which
kinds of assistance will be requested and warranted; discussions of these
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matters are proceeding currently. In any event, Bank manpower constraints as
well as other considerations point to our playing a very limited role with
respect to providing or supervising this assistance. We should be prepared,
however, to advise GOB at least on the appropriate terms of reference for
domestic or foreign staff to be recruited for plan implementation programming,
and perhaps also to advise on related organizational and procedural aspects of
this exercise. It is likely that we will concentrate on two areas where we
have a "head-start": agricultural investment for a food production strategy;
and domestic resource mobilization. We may also add assistance in investment
plan monitoring, again concentrating on agriculture. Bank staff inputs would :
be limited to modest contributions from ASADD and Planning Advisory Division.

4. Medium-Term Agricultural Production Plan: Follow-up

The Joint GOB/Bank Medium-Term Agricultural Production Plan is
expected to be ready by June 1980. Implementation of the recommendations on
institutional development for preparing detailed investment programs, and for
monitoring of sectoral policies and programs will require a continued dialogue
with GOB.

5. Rural Non-Farm Employment Study

The objectives of this study are: (i) to assist GOB in developing
a need-based long-term strategy for rural development and non-farm employment
creation; and (ii) to develop new operational approaches for integrated rural
development projects. This work will follow-up on investigations begun in
FY79/80 on such dimensions of rural poverty as land and income distribution,
the structure of household expenditure, and institutional constraints to
rural development. The investigations to be carried ocut in FY81 will focus
on the following issues: sources of income of the rural poor; real wage
rates in rural areas and their determinants; rural non-farm employment/under-
employment; feasibility of small-scale rural industries and prospects for
raising the productivity of existing cottage industries; regional differences
in the above and their significance; and problems associated with GOB's
announced intent to effect decentralization of decision-making and to
strengthen the economic and political role of local institutions. It is
envisaged that the study of some of these issues can be contracted out to
local Bangladeshi institutions (e.g., BIDS, Dacca University). Some of the
information/analysis generated will be used in the FY81 CEM. This activity is
highly complementary to the Agrarian Structure and Agricultural Growth Study
described below. These two studies (or sets of studies) may be merged into a
single activity.

6. Food Policy Follow-up

During the course of preparing the FY80 Food Policy Review (FPR),
the mission collected and compiled a considerable volume of disaggregated data
concerning a number of key variables relating to food policy. Given severe
time constraints, however, only a small fraction of these data was processed
and analyzed in time to be incorporated into the FPR Report. 1In brief, the
data relate to the following variables (by months and by districts) for the
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five years since 1974/75 for rice (by varieties) and wheat: production
prices; wholesale and retail prices; procurement; public distribution; stock
levels; storage capacity; and milling capacity. The proposed activity would
comprise a follow-up analysis, making use of these data, to provide answers

to such questions as: what levels of procurement and open market sales are
required to achieve certain targets of price support and price stabilization;
and what are the recommended levels and locatioms of foodgrain stocks and

the implied storage requirements to achieve both food security and price
stability. The proposed analysis of the detailed regional data (employing +
only relatively simple statistical techniques) will relate the above-mentioned
variables to price variations by location and over time and indicate the
implications for storage requirements and stock levels,

T Private Sector Study

As indicated in Part A above, it seems necessary that the private
sector must be induced and helped to play a much more active role in
Bangladesh's development if the ambitious targets of the SFYP are even to
be approached. Yet, the Government is still ambivalent, uncertain and even
contradictory in its policies concerning the private sector. The proposed
study would aim first to provide a more adequate information base concerning
the present status of private sector economic activity (and constraints
thereto) than is now available. It would then proceed to appraise alterna-
tive policy options (e.g., incentive packages) and make recommendations to
both GOB and donors concerning the kinds of investments and technical assist-
ance that might best stimulate private sector initiatives and channel them in
socially desirable directions. Considerable additional work needs to be done
to design this task. Much of the required research might be carried out by
local researchers (e.g., the Institute of Business Administration) financed
through IDA's technical assistance credit. It is envisaged, however, that the
study would focus on some of the following issues: the sources and uses of
existing private savings, and the flow of funds between the public and private
sectors; the composition of existing private investment activity, and deter-
minants thereof; capital and credit markets and the structure of interest
rates in both the formal and informal sectors; legal and bureaucratic impedi-
ments to private sector activity; fiscal incentives and disincentives to
private sector investment; requirements for an expanded private sector role
in the distribution of agricultural inputs; determinants of monopoly/monopsony
conditions in the trading sector; political constraints to the emergence of a
resurgent entrepreneurial class and to private foreign investment; import
licensing criteria and procedures; price controls and distortions, and other
determinants of discrepancies between social and private profitability; ways
and means to foster the adoption of appropriate technologies, especially in
small-scale manufacturing and transportation; and identification of poten-
tialities for joint ventures with foreign investors.

Although this is only a very preliminary listing of important
issues, it may readily be seen that SW requirements would greatly exceed
prospective availabilities -- even if most of the work were subcontracted to
Bangladeshi institutions. A partial solution might be to induce IFC, USAID
and other interested donors to undertake some of this work.
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8. Rural Roads Study

This (desk) study would comprise a review of available documents concerned

with the rural roads subsector, with a view to identifying projects suitable
for IDA financing.

9 Minor Irrigation Review

This would be a continuation of a study which is to begin in FY80.
Key study objectives are to: strengthen the capacity of GOB to plan and
execute small-scale irrigation schemes; improve the utilization and coor-
dination of public and private entities to enhance subsectoral performance;
and improve on farm water use efficiency and distribution of benefits from
minor irrigation facilities. To achieve these objectives, the study would
operate intermittently, over two to three years (embracing FY80-82) to:
identify institutional and socioeconomic constraints to minor irrigation
development; propose remedies; and monitor results and propose adjustments.

10. Water Development Board Review Follow-up

The Joint GOB/World Bank Review of the Bangladesh Water Development
Board (Report No. 2327-BD) recommended two sector studies to be funded by UNDP
with the World Bank as Executing Agency. Project documents are being prepared
following general GOB/UNDP/World Bank concurrence on details. These sector

studies are identified as: Improving Water Sector Planning; and BWDB Task
Force on Organization and Implementation.

I1. Engineering/Leather Industries Study

This study, to follow up on our work on the Machine Tool Factory,
would extend our knowledge of the engineering goods industry (e.g. GEM plant,
dock year, diesel plant, etc.) and its problems. The study would also focus
on the potentialities of the leather industry created by changed incentives
and the work of the Leather Committee; the latter may be covered partly by
supervision of Imports Program Credit VIII.

12, Intermodal Container Study

At present, few containers are entering Bangladesh. However, a project is
now under preparation for the construction of two multipurpose berths which
will allow for the possible future development of container traffic. 1In

order to obtain the full benefits of using containers, arrangements will be

needed to handle containers to or near their final destination. This will

involve railroad and road transport and storage facilities. What is needed

1s a phased program which will minimize expenditure for the handling of con-
tainers, yet allow Bangladesh to participate economically in trade with the
developing countries. It is therefore proposed that an intermodal study be
undertaken which would encompass transport, handling and storage of containers
through the port to inland destinations, with a view to identifying priorities
and a phased development program.
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13. Tariff Structure Review

This follow—up on the Boston University Study of DRCs and trade policy would
comprise a review of the tariff structure, with an aim to improve the uni-
formity of effective protection. Such a review was previously recommended

in the 1978 Industry Sector Report (2191-BD). The final design of the review
will depend upon the quality of the final report submitted by the Boston
University Group. GOB's receptivity to such a review will also have to be
ascertained. (GOB has already done a "review" of nominal tariffs, mainly

for revenue purposes).

14. Study of Agrarian Structure and Agricultural Growth

Recent analyses of Bangladesh agriculture have given 1ncreasxng
emphasis to the constraints imposed on growth by the prevailing agrarian
structure in the country. Patron-client relationships, based on a skewed
land distribution and reinforced by differential access to factor and product
markets, are conjectured to dominate the rural social structure and claimed
to be key obstacles to better utilization of the country's agricultural
potential. Most existing analyses are, however, impressionistic, i.e., based
on fragmentary and questionable empirical evidence. The nature as well as
the magnitude of the problems related to agrarian structure -- not to mention
the policy options for overcoming/circumventing the related constraints --
are at best only partially understood. The objective of the study, there-
fore, will be to develop a better understanding of the problems and policy
options concerning the agrarian structure. The study should also be useful
for sharpening our lending strategy for Bangladesh agriculture. The first
phase of the study would largely be a desk review involving a critical assess-
ment of the available evidence concerning land distribution, landlessness,
sharecropping and tenancy, tenurial arrangements, farm and non-farm employment,
rural wage rates, and the extent of inter-relatedness in factor and product
markets. Differences in productivity, input usages rates and production
incentives among various farm sizes and tenurial arrangements will also be
reviewed and analyzed. Areas of agreement and disagreement as well as gaps
and definitional ambiguities will be identified. Subsequent work would largely
depend upon the results of Phase I. It is tentatively expected that Phase II
would involve some field data collection work to fill critical data gaps for
resolving disagreements on the nature and magnitude of the problems. (The
data collection work could possibly be combined with surveys for some ongoing
projects in Bangladesh.) The last phase will concentrate primarily on analysis
of the policy options for dealing with the constraints related to the agrarian
structure. Given the sensitive nature of the underlying issues, the study
will have to kept "low-key" and will preferably involve local institutions
and agencies.
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Program Lending/Domestic Resource Mobilization Follow-up

Agricultural Sector Taxation Study
Regional Development Study
Statistical Review

Public Administration Review
Public Enterprise Pricing
Fisheries Sector Survey

Minor Irrigation Review
Engineering/Leather Industry Study
Intermodal Container Study

Tariff Structure Review

Foreign Investment Act Review
Agrarian Structure Study

Country Boats Study



BANGLADESH: POPULATION BASIC DATA

Total Population (January 1, 1978, estimate)
Area
Density of Population (1976)
per km? of total area
per km2 of agricultural land
Birth Rate (1978 estimate)
Death Rate (1978 estimate)
Growth Rate (1978 estimate)
General Fertility Rate
Total Fertility Rate (1975)
Total Eligible Couples (1974 estimate)
Life Expectancy (1975)
Infant Mortality (1975)
Population Rural as Percentage of Total Population (1975)
Population Below Age 15 as Percentage of Total Population
(1975)
Dependency Ratio (1975)
Per Capita Income (1977 estimates at current prices)
Labor Force (1972/73 estimate)
Unemployment Rate
Labor Force Engaged in Agriculture (1975)
Adult Literacy Rate (1974)

Primary School Enrollment as Percentage of Age Group (1975)

Population per
Population per
Population per

Percentage of Population with Adequate Protein Intake (1977)

Physician (1976) (000)
Hospital Bed (1976) (000)
Nurse (1976) (000)

Attachment 5

84.8 million
144,000 sq. km.

558
795
44
19
2595
200
6.3
15.7 million
42 years
140
91%

46%

95
Uss$91
26.2 million
30%
77%
2332
73%
9.6
2.0
62:7
50%
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OF ICE MEMORANDUWI

Mr. Robert S. McNamara DATE. March 24, 1980
(Through Mr. E. Stern, VPO) /
W. David Hopper, VP, South Asia RV

BANGLADESH: Your Meeting with the Commerce Minister

1. You are meeting Mr. Mohammad Saifur Rahman, the Bangladesh

Minister of Commerce, at 6:30 p. m., Tuesday, H@ggb_%é: Mr. Stern will
meet the Minister at 11:30 a. m., Wednesday, March 2 Mr. Rahman will

have opened a Bangladesh Trade Fair in New York the previous Sunday. He
is a close friend and advisor of President Ziaur Rahman. Although we
have no close dealings with his Ministry, he has been used on occasion as
an emissary of the President to amplify the President's views. I went to
Dacca in early February at the request of the Aid Group to convey some

- concern about the overly ambitious Second Five Year Plan targets, and

especially about the levels of aid requested in the President's letters
to heads of state. The President had by then received many replies
(including yours) to his letters. Most of the replies were noncommittal,
at best, and the President was disappointed. He told me that he intended
to send personal envoys to all of the original recipients of his letters
to seek more affirmative statements. Apparently, that is the purpose of
Mr. Rahman's meeting with you.. We are informed by the Embassy that the
Minister wishes to discuss the Plan with you and to explain to you some
of the "political necessities" which underlie the President's goals.
Since my visit, Mr. Stern has been in Bangladesh, and once again reiterated
that the Bank Group could increase its lending to Bangladesh if project
implementation improved. Mr. Stern said that in such circumstances the -
level of $600 million per annum requested by the President could be
approached in the last year (FY85) of the GOB Second Five Year Planm, &
figure you mentioned to Ambassador Husain when he delivered the letter,
but which was omitted in your written reply to President Zia.

2 An official GOB descriptive biography of Mr. Rahman is attached,
as is a copy of the President's letter to you, your reply, and the back-
ground note I sent you at the time. When the Aid Group met in Paris in
January (on food aid and policy) a quick survey of heads of delegatiens
revealed that the total aid commitment requested in the President's letters
for the five years was over $30 billion. The Plan draft is still not
available but our latest information is that the targets are likely to be
increased, if anything, beyond.those indicated so far.

3 Finally, may I remind you that Wednesday, March 26, is Bangladesh
Independence Day.

attachments

Cleared with & cc: Mr. Wiehen

DADunn:c
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION &2 - f:{ﬂﬁf
OFFICE MEMORANDUM
Mr. Robert S. McNamara DATE March 12, 1980
Ernest Stern, VP, Operations‘éi?) i fjﬂ
My Recent Visit to Bangladesh T

My visit to Bangladesh left me with an unusually encouraging view of the
economic management and prospects. The development 't problems are obviously

as immense as ever, the Governméfit service on the whole as inadequate, and
the political situation only slightly more stable. But there is now a
reasonably clear set of priorities. There are managers in major ministries
and agencies which are more capable and action-oriented than before. There
is a strong drive from the President to gg;_gxpﬂdi&ig%gly and to focus
efforts, and there is a new sense of confidence - perhaps slightly excessive -
created by recent achievements. The political institutions are being shaped
with appropriate emphasis on local government and on getting central
ministries into field operations. The development priorities focus on
foodgrain production, population control and education. In agriculture,
there 15 @ long overdde focus on minor irrigation, quick-yielding investments,
motivating farmers to undertake land improvement and canal clearance, and

on broadening the services to the farmer by, on the one hand, strengthening
research and extension through reliance on the T & V approach and, on the
other, by shifting the distribution of pesticides and small pumps to the
private sector. The result is that a scenario which includes an agricultural

growth in foodgrain output of 5.5% is_ idered feasible, albeit optimistic.

There is also a much improved willingness on the part of the Government
to take advice. The dispute about the realization of the Plan targets,

particularly for agriculture, seems to be satisfactorily resolved.
L S =

In population, the targets may not.yet fully reflect the objectives-of
the President and the Planning Commission. The Health Ministry staff, which

is new, promised to review them to see what obstacles there might be to more

rapid progress. Our own contribution to this exercise and to the establishment

of very ambitious family planning objectives needs to be strengthened. There

is, at the moment, no lack of political emphasis on family planning, but the
Ministry is weak. It is being reorganized in an effort to strengthen it.
Absorptive capacity has<imp;nxgd both as measured by disbursements and by ]
better economic management. Our willingness, as expressed in your letter to e
President Zia, to gradually increase our lending is fully warranted. However,

we shall have to keep progress under careful review and be Bure that the progress

remains focused on high priority Invéstments. But within that, I believe it may

now be timely to QEEE§;?H3gg_;gggstmeﬁt_in_tha_ecnnomy. There are major 2 |
institution-building objectives with which we might be able to assist but have * =+
not yet done so. These certainlyL;pc1gggﬁghg,niL4uuL4¥ugg§219552522_252§£§m L, )
(on which work has started), energy planning, power system maintenance an o

transportation.

As I mentioned to you, the Government is looking forward to your visit and I
think this can be structured in such a way to strengthen the momentum which
is being built up.

cec: Mr. Hopper
EStern/lms
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OFFICE MEMORANDUM

TO: Memorandum for the Record DATE  January 15, 1980

/
FROM: W. David Hopper M & i il

SUBJECT: BANGLADESH: Meeting with His Excellency, Ambassador Husain, and
Mr. Al-Hussainy, Member of the Planning Commission

p il Mr. McNamara met with His Excellency, Ambassador Tabarak Husain, on Monday,
January 7, at 6:00 p.m. Mr. S.M. Al-Hussainy, a member of the Planning Commission,
was also present at the meeting. He was here to negotiate the Bangladesh Eighth
Imports Credit.

2, After appropriate New Year's greetings, Ambassador Husain indicated that he
hoped 1980 would be a better year for South Asia than the close of 1979, but that he
was apprehensive of the present circumstances. He went on to indicate that since

Mr. McNamara's last visit to Bangladesh the nation had attained modest economic gains
and the Government was appreciative of the assistance and support it had received
from the World Bank.

3 The Ambassador then turned to the main purpose of his visit which was to
give Mr. McNamara a letter from President Ziaur Rahman, of Bangladesh, seeking
assistance of $600 miITion per yg§£3£2;J§5;ﬂ£xta&h&h¥aa:s at the Bank's
constitution to the proposed Bangladesh Second Five Year Plan. The proposed plan
calls for external assistance of approximately $10 billion over the Plan period.

The Ambassador pointed out that the new Five Year Plan had a targeted rate of growth
of approximately seven percent. He indicated that this was rEEZ%EEE—ZE—E‘“EEHEEE"“'
rate of growth for a nation of 85 million people whose present per capital income is
very low. He further added that in the past year the Marshall Law regime in
Bangladesh had given way to the establishment of a Parliamentary democracy based on
adult franchise, and that there is strong political support in Bangladesh for rapid
economic progress. The Second Five Year Plan, which is still under preparation,

will have a target investment level of between $15 billion and $18 billion. He
added that the Plan is within the range of the guidelines suggested by UNCTAD.

4, The Ambassador said that while the external assistance required by Bangladesh
in support of their Plan would be sizeable, Bangladesh has a substantial resource base
upon which to found a strong economy. He pointed out that his nation has adequate
supplies of surface and general water for an advanced agriculture, proven reserves of
natural gas, coal and limestone, and that the development of these resources is the
central feature of the Plan. He indicated that the Plan will have as its objective
the creation of employment opportunities that would reduce the present high rates of
under- and unemployment in the nation; that the Plan will strive to build urban and

rural industry to improve conditions in the rural areas and to provide both urban
and rural job opportunities.

e He then passed Mr. McNamara President Ziaur's letter expressing the hope it
would receive the consideration it deserves.

continued .....
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6. Mr. McNamara assured the Ambassador that he would give the letter every
possible consideration. Mr. McNamara went on to point out, however, that it was
inconceivable that the Bank could provide an average of $600 million per year over
the next five years, particularly as the present level of Bank assistance to
Bangladesh is only $225 million. NevertheIEEET“H?TfﬁENgggEQ_igdicated that the
Bank would, with the authorities in Bangladesh, strive to develop a program to

move from present levels of Bank lending to, say, $600 million in 1985-86, the last
year of the Plan. Mr. McNamara pointed out that he has given assurances to the
Government of Bangladesh many times that if good projects were forthcoming, the
Bank would not hesitate to provide more IDA assistance for the nation's economic
development. He made the point that project implementation problems seemed greater
in Bangladesh than in many other countries, and for Bank levels of lending to reach
$600 million by mid-1985 would depend upon the Government of Bangladesh developing
a suitable pipeline of projects and improving its present implementation capability.
He added that if these improvements are made he would be willing to try to reach
levels of assistance requested in President Ziaur's letter.

7. Mr. McNamara gave the Ambassador his assurance that the Bank would do all
it could to assist Bangladesh in developing projects suitable for Bank assistance.
But he emphasised expanded Bank assistance rested on the work to be done by the
people and Government of Bangladesh.

8. After a brief discussion of the general problems facing developing
countries, the Ambassador turned to seek Mr. McNamara's assistance in discussions
with the U.S. on additional food for Bangladesh to be supplied under PL-480.

Mr. McNamara indicated that he would provide what assistance he could in this matter.

9. In closing the meeting, Mr. McNamara assured the Ambassador again that he
would consider President Ziaur's letter most carefully. He added that he was
disappointed in the present level of aid which is too low for a country of the size
and poverty of Bangladesh. He said it was his desire to do all that is needed to
respond to the efforts of the Government of Bangladesh to open the way for economic
improvement with Bank help.

The meeting concluded at 6.30 p.m.

CuCs Messrs. Stern, Wiehen, Dunn

WDHopper#pve
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OFFICE MEMORANDUM

Memorandum for the Record DATC  October 15. 1979

Michael H. Wiehen, Director, ASA ‘1&;2:3‘ :

1979 Annual Meetings - Meeting of Bangladesh Delepation with Mr. McNamara

1. ‘The head of the Pargladesh Delegation, Minister of State for
Finance znd Ccverner of the Bark fer PLengladesh, Attuaddin than, called
or Mr. McNarara on Cctober 2, accempanied by Messres. Mukith, Tazzaaque,
Syeduzzaman snd the Pangladesh Ambassador in Belgrade. Also present
were Messrs. Stern, Eopper, Loch-Veser st YoehED;

2, Mr. McMamara started by thanking the Bargladech Coverrment fer
voting for tke CCI at an early date.

3. Be then acked the Minicter what he could tell him about the
country and its eccrory, perticularly the statuc of feod preducticr.
The Minister begar by congretulating Mr. Mclenera om his opening car
adéress. He explained that his courntry had rrepereé & first S-year Flan
right after Independence but had been vriable toc achkieve its goals. Fis
Government was now preparing a new Plam, and he espressed his gratituce
for the Bank's assistance in this prccess. The mest impertant target cf
the new Plan was tc double food precduction and to increase internal
resource mobilization substantially.

4, Mr. McNamara said a doublipg in five years would require zn annual
increase of 14%, which no country has ever done, and which was not likely
to be achieved, but any*IEE;EEEE'EE“fEEEfE;EEEEtion was so important that
the Bank would welcome and support any investment program towards that
end. He added that it was absclutely essential that Eangladesh increase
;gg_gigggggIggagggélizing more domestic savings, even though tkis required
2 rdduction in domescic consumption, and offered again that the Bank would

give any advice desired by the Government in this regard.

3. Regarding the levels of IDA lending, Mr. McNamara suggested
thaE;EEEAEgéapggggénggg;d,bﬂﬁg§yanded Erovideé»(i) existing commitments
were carried out well and (ii) the project pipeline were strengthened.

He said the Bank, through the Aid Group, was also putting pressure on
other donors to increase their commitments to Bangladesh. However, he
remarked that even in the IDA replenishment discussions Bangladesh was being
cited as a bad example as regards the utilization of aid and therefore
tremendous efforts had to go into improving that past record. In response
to Mr. Syeduzzaman who thought that the project pipeline for FY80 and &1
was all right, Mr. McNamara said he hoped Mr. Syeduzzaman was correct, but
that Bangladesh in general should prepare at least 50% more projects than
they thought the Bank Group could finance, and thus put the pressure on us.

6. Mr. Muhith expanded further on the Plan target of doubled food
production, admitting that it was extremely ambitious (the highest increase
Bangladesh had yet achieved in any one year was 8%) but stating that the
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Government had to try for it. Even if they achieved 20 million tons rather
than the 26 million tons targeted, they would be pleased. On this Mr. McNamara
commented that an overambitious target could easily lead to serious and
cnstly imbalances in the investment program, e.g. sterage capacity being
turit tor 26 millicn ctons while irrigaticn investrents were gcared tu a
production level of only 15 million tons, etec. Mr. Muhith acknewledsed
this danger but assured Mr. McNamara that his Government would continue to
work closely with Bank Staff toward a total integrated investment prcogram
which would be adjusted on a five year rolling basis.

1 As regards nohilization of domestic rescgroge, Mr. Mghith gaic

that last year Pang_=cesh

ad mcbilized internally 6% cf the investrert
program, and that the tarpet was to reachk 207 in five years. In the last
six wcnths alone, the tax burder on farily earning 1C0C Taka a rerth had
beern increased by 277. All subsidies on fcod were to be elirinatec by

the end of the Plan.

(1

8. ‘As regards the project pipelir ¥r, Muhith said they were werking
hkzrd cn it, and he expressed hics hepe that Bargladesh would nct bte held
back, due to shortage of .IDA funds, if preojects were ready for financing.
Ee stated his dismav that the lending precgrem in FY80 was scheduled tc gec
dowvn to $175 millicen, from $275 wmillien in FY79. Mr. McNamara respcnded
‘ that he would favor a larger program in FYEO, and asked Mr. Sterr to "find
the funds", provided sufficient projects are ready tor financing.

9. Mr. Muhith also commented on_project implementation performarnce

and acknowledged that there were problems. However, he argued that
Banglacdesh was a new country and that, apart from those inherited frcm the
previous Government, new projects were only 3 years old or younger. A
disbursement percentage cf 20% was low, and they were trying for 25%, but
he thought some improvements were already visible, and Mr. McNMNamara agreed
that there were.

10. Mr. Muhith further argued that despite strong efforts at accelerating
disbursements his Government would have a net transfer problem in FY8C and 81
and he asked the Bank Group to assist with a higher level of program lending.
He pointed at the recent IMF agreement with Bangladesh and suggested that that
agreement merited additional program lending support. Mr. McNamara responded
that an IMF agreement was a necessary but not the only element in a case

for program lending, and that the absence of a comprehensive development
program was a major problem. He said that as he had stated ftmrhe
Development Committee, the Bank would like to increase program lending

in general but that there was resistance from Germany and Japan. Besides,
the Articles of Agreement limited program lending to "exceptiomal circum-
stggggg_, and he did not wish to see the whole Bank program for program
lending endangered because of 2 dtsproportiomately high level of such

lending in Bangladesh.
. ¥
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: At the conclusion of the meeting, the Minister, on behalf of i

-

i, the President of Bangladesh, extended an invitation to Mr. McNamara to
visit Bangladesh again and expressed the hope that Mr. McNamara could come

before the end of the year. Mr. McNamara thanked the Minister for the
invitation and replied that he would gladly visit Bangladesh, though he
would be unable tc do so in the near future, due to cther corritmerts.

cc: Messrs. Stern =
Hopper
iccictto
Foch-Veser
Storrar
Eangladesh Division -

MHWiehen:ad
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OFFICE MEMORANDUM '

Files ' DATE: September 21,

Mr. Michael H. Wiehen, Director, ASK . Qég;\tj) I~

TANGLADESH - Meeting of Petroloum Minister witl Mr. Stern

1. Lt.Ccl.(Retd.) Akbar Hossain, Minicter for Petroleum and
Mineral Resources, met with r. Stern on Wednesday, September 19, 19793
the Minister was accompanied by Messrs. A.S.H.Y. Sadique, Secretary, .
Ministry of Petrcleum; Nazul Islam, Chairman, Fetrobangla; Sirajul
Majid Mamoon, Serior Executive, Petrobangla; The Bangladesh Ambassador
in Washington, D.C.; and Mr. Syeduzzaman, Alternate Executive Director.

rF The liinister explained to Mr. Stern the present attitude
of his Government on the utilization of the country's gas resources.

He said the Government saw the natural gas as .1 major resource earnetr
for the economy and was pianning to push ahead with exploration and

exploitation as (uickly as possible. Gas would be solc "in whatever
form" to domestin users (including industry, the power sector and any
other customer that could be developed) and th: export of gas in the

1979

form of LNG woull also be considered. e acknowledged that many investments

necessary for th: utilization of natural gas w:re capital-intensive but
ke felt that due to the very quick pay-off of aany such schemes the
investnents were justified and investors could be found. Mr. Stern
expressed his agreement with the Minister's statement that the uviilizatiecn
of hydrocarbons sas a matter of international rather than simply national
interest and he reiterated the Bank's offer to Bangladesh Lo assist the
Government in both exploring and exploiting its oil and natural gas
resources. He only cautioned the Minister that gas, being the only
significant natural resource of the country, should be exploited very
carefully, balanced, and should not be used up too fast. He pointed .
at the populaticn growth problem, the increasing laber. pool and the
traditionally lcw productivity in agriculture and said that these
obviously long-term problems required very careful utilization cf a
depletable resoivrce such as gas. The Ministel responded that he
understood the Jong-term nature of Bangladesh's development problems

but that in view of the high rate of undernou: ishmsnt and poverty in
Bangladesh, the need for resources was nov, ard he could not afford

the luxury of cirefully phasing the use of gas resources.

A% The Minister also made reference 10 the forthcoming pipeline
project, in pariicular the dinlopue between the Bank and Bangladezh on

the size of the pipeliue, and pleaded that an arguiznt that could make

a diiference of perhaps §5 million in the total capital cost of the
project should not cause a delay in construct .on leading to a

loss of benefits that would far outweigh the rossible savings. e
explained in this context that the Government was planning to interconnect
all nine gas fi:ds, in order to optimize the use ol gas resources, and
that this objective should also be kept in mid in desipning the pipeline.
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s The meeting broke up before Mr. Stern had the opportunity

to respond on this last point; subsequently he called me to urge us

to proceed with the appraisal as quickly as possible and, on the pipeline
size issue, to bear in mind the*foregone benefits which a protracted
discussion on design criteria might cause.

A1

cc: Mr. Stern
Mr. Hopper
Mr. Dunn

MHWiehen:lah
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OFFICE MEMORANDUM

Memorandum for the Record

9}//’ DATE; September 21, 1979

-

W. David Hopper, VP, South Asia lv*

BANGLADESH - Meeting with Dr. Fasihuddin Mahtab,
Minister for Planning

. Mr. McNamara met with Dr. Mahtab on Tuesday, September 4, 1979
at 5.30 p.m.

Dr. Mahtab informed Mr. McNamara that Bangladesh had managed
to ride through the consequences of a severe drought that had lowered
domestic food production and reduced availability to a critically
low level. He added that though the stock position was presently
low, frod aid arrivals were running ahead of offtake and the Government \
was overcoming many of its internal transportation problems. The '
monsoon this year has been fairly good after a slow start, and it \
looks as if the main crop, about to be harvested, has been reasonably
good. There is the promise that the harvest and the Government's

stock position will carry the nation satisfactorily through the dry
season ahead.

Dr. Mahtab went on to explain that the drought this year has
emphasized the importance of agricultural development to the President
and the Cabinet. He pointed out that at present only eight percent of
Bangladesh's land is irrigated and it is planned that this percentage
should r¥ise to 25 or 30 percent under the new Five Year Plan now under
preparation. The Minister mentioned that in a simulation study of the
Northwestern Region of Bangladesh it was found upwards of 75 percent
of the land could be irrigated from appropriately located and designed -

" tubewells. To facilitate the expansion of irrigation, Bangladesh was

turning to collaboration with the German firm of Deutsche for the
manufacture of diesel engines within the country. Plans were also

under way to use a machine tool factory for production of pumps and
engines (as well as equipment needed by the jute and textile industries).
The Minister pointed out that with an expansion of irrigation there

will be a simultaneous need to meet a larger demand for agricultural
inputs, such as, fertilizer, seed, extension services, credit, etc.,

and that the nation's ability to provide these inputs will depend very

much on the building of a stronger, more comprehensive institutional
base servicing agriculture.

The Minister then turned to the population question. He pointed
out that Bangladesh's own projections are that population will reach
212 million people by the year 2005, a year when they expect thé net
reproduction rate to have fallen to_1.0. The Minister indicated that
this was very much larger than they hoped. Indeed, it was hoped that
Bangladesh could stabilize its population around 100 million, He
expressed his concerns that population control had not been given the
priority in the past that it should have received and pointed out
that it was now "high time to tackle this problem". He commented that
"the situation is grim, with more and more peopl d, and
with stagnant agricultural 1nGEEEﬁEHE“EHEEE‘IEBE?Eﬁgﬁmgtgﬁié for them
to find work". The Minister pointed out that in the last few years
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there has been little investment in agriculture and that there "must
be a break-through in the next 5 years or Bangladesh will not

survive - it is simply a question of survival". The Minister went

on to point out that the neecds of the country are for the early
development of its infrastructure. This meant irrigation, powered
‘by electricity produced by using domestic gas resources; it meant
also fertilizer and the manufacture and distribution of modern plant
nutrients and plan production materials; in turn, this required the
development of agricultural support industries and an extensive network
of rural electrification. He stated that the Bangladesh marketable
grain surplus is about 10 percent and that the transportation of this
small proportion of domestic output (1.3 million tomns) is even now a
problem. If agricultural production is to increase, investments must
be made in transport facilities,:§Lg;age_fﬁcilitig§*_the production

of assured inputs to farmers and the assurance of an economic incentive

to farmers.to encourage output growth. He pointed out that the
Government's procurement program in the past had been focused on benefits
accruing to urban consumers through cheap food, and that while this
program has provided- the nation and the farm community with some price
stability, the price level to cultivators has not been high enough to
provide the incentive to expand output. He indicated that Bangtadesh
would need at least another half million tons of high quality food

storage to add to its present facilities of a little over one million tons.

Returning to irrigation, the Minister pointed out that crop intensity
on irrigated land is close to the factor of 3.0, whereas on non-irrigated
land it is about 1.5, but that the expansion of irrigation will depend

very much on the availability of locally manufactured pumps and engines
and spare parts.

The Minister turned from agriculture to a discussion of small scale
industry where the GOB plans to promote the use of handlooms as soon
as more industrial spinning facilities are available to provide the yarn
for the weavers. He indicated that with the help of ILO and UNDP, a
Human Resource Study is under way that is to complement an experimental
project in the Comilla area where a T&V approach to small industry
development extension is being undertaken. It is anticipated that this
experiment will lead to a package program of price supports, of technology,
of tools and other hardware, and of skill training that will be made
available to small entrepreneurs to complement credit facilities now being
extended by various Bangladesh institutions.

From small industry he turned to the need to build local leadership
and to revitalize local institutions. He pointed out that little eflort
had been made for many years to encourage local planning and to assist
the Union (a circle of about ten villages) and the Thana (a circle of
about ten unions) Councils in undertaking local development programs.
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The Union and Thana Councils should be more effective in raising
domestic resources, inc¢luding resources in kind, for the planning

and execution of local development. The Minister referred to resource
constraints and promised that the GOB would do its best to increase
the availability of local resources, bhut that there were limits

because of the extent of the non-monetarization of the ec¢conomy.
{

The Minister indicated that this was the thinking providing
the foundation of the present approach to developing a second Five
Year Plan. He asked for Bank help in both the planning process and
in Plan implementation.

Mr. McNamara responded that he was delighted with the directions
that the Minister indicated that the planning process in Bangladesh was
taking. The President went on to point out the development of sound
projects of the kind the Minister was referring to would justify an
expansion of IDA assistance for Bangladesh. The President also pointed
out that domestic resource constraints were a major problem that would
have to be overcome soon if the Plan targets were to be met.

Mr. McNamara also pointed out that he hoped the planning process in
Bangladesh was not going to resuit in targets that were overly ambitious
and incapable of attainment. “He took the position that targets should
be established that would put the nation under some stress as it reached
for the projected goals, but_nhat,the_targets _should not be so_far
beyond attainment that national morale was made cynical or destroyed.
The President also indicated the importance of developing in Bangladesh
well prepared projects for submission to the Bank and other donors.

Minister Mahtab responded that Bangladesh was attempting to initiate
its own project designs and he cited the Northwest Tubewells Project
as an example of the Bangladesh conceived and prepared project. He
pointed out that this project was now with the Bank for its consideration.

In closing, the_yigiggggﬂg;knuﬂledged that Bangladesh had not done
an outstanding job in Implementing projects. He said that Bangladesh
would have to improve its implementation capacity in the years ahead,
but he was sure this would be done. He pointed out that very frequently
Bangladesh's projects were built around one conception, but that the

donors had a different conception or point of view and the resulting
project was an unhappy compromise that was difficult to bring to fruition.

He hoped that this would not constrain project development and implementation

in the future. He conceded that internal discipline within Bangladesh
was the most needed aspect of their economic development implementation,

and that this included discipline at the project site, as well as discipline
between ministries and Government agencies involved in the project implementat ion.

The meeting adjourned at 6.30 p.m. with Mr. McNamara extending his
good wishes to the Minister and to President Zia.

/
cc: Messrs. Wiehen, Dunn

WDHopper/vm




