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FOREWORD

The Planning Commission of the Government of the People’s Republic of
Bangladesh has prepared a Plan for recomstruction and development of the
economy taking into account the inescapable political, social and economic realitics

of Bangladesh. The Plan has charted a course for the nation for the coming five
years,

The Plan was prepared within a year and a half of the liberation of Bangladesh.
[t is unusual for a country to prepurc a Five Year National Development Plan
within such 4 short time. 1In the case of Bangladesh. it is specially so because
there was no planning machinery in the country at the Gme of liberation nor
comprchensive and reliuble dala on all aspects of the economy. These may have
lett some gaps in the Plan, Nevertheless it was decided to launch the Five Year
Plan at an carly date because the Government felr the ureent meed to provide a
sensc of direction and determine the order of priorities within the framework of
which coherent and consistent policies and programmes could be formulated.

No plan, however well-formulated. can be implemented unless there is a total
commitment on the part of the people of the country to work hard and make
necessary sacrifices.  All of us will, theretore, have to dedicate oursclves to the
task of nation building with single-minded determination, 1 am confident that
our people will devote themselves to this task with as much courage and vigour as
they demonstrated doring the war of liberation.

SHEIKH MUJIBUR RAHMAN
Frime Minister,
Government of the
People’s Republic of Bangladesh
Dacca; and
Navember, 1973, Chairman,

Planning Commission,



PREFACE

Bangladesh inherited a poor, undiversified economy, characterised by an under-
developed infra-structure, stagnant agriculture, and a rapidly growing population.
She had suffered from years of colonial exploitation and missed opportunities, with
debilitating effects on initiative and enterprise. Superimposed on all these were
the effects of the war of liberation, which caused serious damage to physical infra-
structure, dislogation in muanagerial and organisational apparatus and disruption in
established external trading relationships, She has over the last year and a half
been recovering from the ravages and disruptions of war. The First Five-Year
Plan, therefore, builds on such foundations.

One conld have delayed the formulation of 4 Plan until after the shorf-term
task of economic recovery and reconstruction was over. However, recopstruction
efforts have to be integrated into the long-term developmend perspective. More-
over, the nation needed a social perspective and a plan of action which would
provide a sense of direction and determine the priorities,

We are aware that statistical data and empirical investigations into the various
aspects of the economy were not sufficiently comprehensive and reliable to meet the
full needs of planning. But it was not possible to await the results of statistical
investigations, which are time consumine. before the Plan was formulated. The
Plan, however, provides for adequate flexibility so as to be able Lo incorporate. in
lerns of projects and programines, the results of subsequent analysis and additional
statistical information, as soon as they are available. The Annual Plans are
expected to provide the necessary mechanism of adjusiment and tlexibility.

The Plan was prepared with a very severe time constraint, Z.e,, in less than a
year's time. Tnadequacies and gaps in the Plan were inevitable given the compul-
sion to produce the Plan in this short time span rather than the normal period
extending over several years, during which detailed deliberations and studies must
take place. Therefore, a fow important issues could net be dealt with in as greal a
depth as we would have liked.  Several study groups and fechnical committess were
formed consisting of representatives of Ministries, Apencies, and many others out-
side the Government to guide and advise the Commission in its task,  All of them
had to work under pressure.  The Conunission is grateful lor the unstinted support,
cooperation and participation of all the Ministries and Acencies, who were concernad
with the formulation of the Plan.



The Plan does not set unduly high sights Test it gencrates greater expectation
than il is able to fulfil, Starting from a low income basc and all-round deprivation
as we do, we need a considerable amount of devclopment outlay to merely provide
4 rapidly srowing population with the mipimum needs. The Government has per-
Iorce to concentrate its attention on the alleviation of sufering of theose who are
on the critical margin. The Lask of reconstraction, development and meeting the
gaps caused by decades of neglect is so overwhelming that within a short period of
live years only a beginning can be made in our concerted attack on poverty. The
Plan recognises that the basic resource in Bangladesh is jits vast manpower; projects
and progravimes must be so formulated a8 to make its madimum use within the
constiaints of technology and socio-political institutions. The Plan cmphasises sclf-
reliance. TFeomomic assistance from turelgn countries will, therefore, be directed
towards building up our economy and developing domestic resources for 4 rapid
reduction of our dependence on foreign assistunce by the end of the Plan period.

The nced for social transformation consistent with our political abjectives
has been foremost in our mind, But social transformation has to be consistent
with our preparedness to make (he new systetn work.  Social changes without
Decessary preparation may, on the one hand, bring discredit to the institutional
changes and on the other cause dislocation and suffering,. The Plan proposes only
such institutional changes as are imtesral 1o the success of the Plan and which
do not tend to outstrip our ability to organise and implement. Simultaneously, it
will be necessary’ to build up an appropriate cadre of sovernment functionaries,
metivated workers and political leadership at the srass root level who will do the
ground work and prepare the country for further social changes In the next phase
of our development effort.

Development is a slow and painful process. It means present sacrifice for
future gains. It is specially painful for a country at a very low level of living
such as Bangladesh where an increasing and significant rcliance is to be placed
on domestic resources for developiment. We can make the sacriflice. which is so
cssential for development, socially tolevable only if it is equitably shared by all.
The roem for flexibility 13 so small, the ability of the socio-coconomic system Lo
withstand the effects of mistakes and waste is so severcly limited that in the use of
serace resources as well as in cxperimenting with new institutions, sreat caution
and extreme care need be excrcived.

NLURUL ISLAM
Dacca; Deputy Chairman,
November, 1973, Planning Commission.
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PART 1

FRAMEWORK OF THE PLAN



CHATTER T

SOCIAL AND FOLITICAT, PERSPECTIVES OF PLANNED DEVELOFMENT

1.1 Demoeracy

The State of Bangladesh is founded on the four hasic principles of democracy, nationalism,
secularism and sociulism,  Some of these are easicr to realise than the others. The eountry is
being governcd on the basis of a parliamentary demoeratic systemy,  The Government of the
People’s Republic of Bangladesh has adopted a Conslitution ensuring the demacratic rights of
the people.  Fundamental rights of the people—freedim of speech, freedom of the press, freedom

of assembly, end the rights of the people o sovern themselves, are all gnaranteed in the constitu-
tion,

Lz  MNutisnalism

Banpludesh which crrerged as an independent nation after o prolonged strugple for nationsl
tmancipation and a tremeadous sacrifice in terms of human suffering and bloodshed is irrevocably
committed o maiptsining ihe national inteprity, Cur nationalism, however, does not precluds
us from developing close and friendly relationships with the other countrics of the warld, Tt
only enjoins on ws that we take upon vursclves the respomsibility of bringing about the cultural,
soeial, and economic developmunt of the Bangw'ess. We cannot shift the burden of our develop-
ment on o others.

L3 Seembarism

True 1o owr secular beliel, we stand commitied (o disband gl comrunal forees from the
body politic. The War of Liberation apainst the calonial oppressors which we wagad as one
man demonstraled that Bangladesh Is able to rise above religious higotry and diflerences of caste
and creed,  Even though decades of abseurantism and religions fanativisr cannot be ablitersied
in one day, such bigotry will not be sble o hrive on the ol of Banpladech if communalism
ceases o bu u political weapon.  Qup strugele for emancipation hus highlighted our bomegeneity
and onr strugele agains povesty will only strengther it

1.4 Bodalism

However, the ideal of socialism cannol be translated into reality as casily or a5 quickly as
the ether three principles of State policy, In Bangladesh todav it remain: a vision and a dream.
We have alrcady taken some steps in ihis direction. But nmich more needs fn be done I we
a4r¢ to aveid the painful processes which some countries had 1o 20 through in their quest for &
socialist way of lifle. Woe may  falter midway or end wp with an authocilurian social order
instead of political and ccomomtic emancipation for the masses i thers s no firm commitment
to establish socialist inslilutions. Netwithstanding the differences in (he transilionary process
or in the broad sirategics, there are certnin basic conditions which sl sochalist counlries had
necessarily to fulfil for achicving their goals. We cannot be an exception to that,

1.5 The Constitutional Commitment

There are several provisions in the Constiution of the People’s Republic of Banpladesh g
ensure the establishment of an exploitation-free sovicty in Bangladesh. Aceording to the constity-
tion, {a) conditions arc to be created to emancipate the toiling masses from all forces of
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exploitation; (b) every citizen is to enjoy the right to work; o) all citigens ars to be assured
equal opportunity s¢ thai an cealitarian society can be cstablished; (d) enjoyment of uneamed -
income is to be discouraged; and {c) there will b limits Lo privace ownership of meuns of
production as prescribed by law. oS5

s i

The need {o lmit private ownership of fhe means of production, and to ensure the right to
wark and equality of opportunity for all citizens has also been recognised by the secial democratic
governmentd of the world. Our constitution has highlighted and sdopted these ohiectives =g
a social oblipation. However, we have w look beyond the goals and achisvements of the weliure
slates if exploitation is to be eliminated and egalitarianism realised in the manmer of a truely
socialist society.

For building a socialist society we must be able to make @ corroct asgeasment of the
objective conditions cbtaining in the country. Without this sssessment 4 coundry may adopt a
progeamme which 1s unrealistic, cither too ambitious or oo modest. While formulating pro-
gramuues, we need not only take intc acceunt the objectives which we wish to attaimn bl alo
the lwman agents who will be requited o implement the programie. The planners i a
country can only give the direetion. Bxceution of policies and programmes  depends entirely
on the political will of the country and as such on the commitment snd the elfectiveness of the
Icadership, the ability of the party in power to mobilise the peaple, and the dedicated functioning
of the government machincry. From this point of view, planuing is morg a political process
lhan a mere econvmic device.

1.6 Pre-Condilives for Socialist Development

The removal of the eapltalist system of income distribution, of the private opwnership of
means of production and of the precapitalist mercantile or feudal forms of production  rela-
Hons is & mecessary preconditon for socialist development. Depending  vpon  the objective
conditions of the society, this may have to be donc in stages, but no pian [or socialist transfor-
mation ¢an afford to ignore the basic necessity of fulfilling 1hesc preconditions,

A programms lor  socialist transformation will have 1w identify clearly the forms and
manncry in which the mercantile and fewdal produciion relations function and measures iave
to be taken to climinate thens. The graduulness that may have to be introduced in the metiods
required for their  transformation fs dictuted only by the needs of expedience  amd arderly
functioning of the economy since luo abrupd u dislocation ¢ one time may seriously disturlb the
productioa svstem. But the society will have 1w be preparcd for these basic chanpes, particularly
in land ownership relations. In an cconomy where more then 800 par cent of the aclivily is
dependent on agricultare, it i inconceivable to bring in socislism without the socialisalion of
apricyltore,

1.7 The Need for Production and Awsterity

In an underdevelopad economy such ag Bangladesh, the  socialist transformation of the
ceonomy  must  accompany  the  growlh of productive forecs, T has p he clearly
understood that anything which hampers increase in productivity or growth of productive force:
and diseipates the meagre resources of the country in unproductive activities and unnecessary
consymption 3 in contradiction with the basic principles of sucialism. A teaditional form of
socicty gencrates values and habits that are anlagonistic to the nurms of productive work, manual
labour and working discipline. As the democratic process protects the rights of workers and
tradeé unicns, socialism  demands basic  discipine  from labour and management and hard
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work from the population. Egalitarian distribution of social incoma is sn eesential feature of

socialist development.

In & socialist soclety the different classes of income earners and the vadous professional or
sovial and economic groups are conseious of the [uel that the govertment will take necessary
Sieps 10 ensure thelr due share of the nationa! culput.  1f all decisions affesting the lives of the
people are arrived at theoash debales and  discussions in which =1l professions and groups
participate effeclively no one’s inferests need suffer. In n mon-socialist society en  individual
can increase his own incoree when national income remain: stationery or is even drclinine.
Changes in sectoral incomes and price changes alfect different people differcntly, A particular
group of warkers can and do  exacl higher wapes  only throush  wolleciive action. Tn such
i situation a group of workers fight for wage Increases witheut fuking into account the fmpact
of such zction on the cconomy or the socicty as a whole. Such bekaviour resulis from ¢he
lack ol 4 coordinated incomes policy mwaiving vvery segment of the society. The pheénomenon
whete every one is  wying 1o resp henefils  guided by  sectarian  coonnmic interests  without
conzidering the copssguences of such action mwst be discouraged,

In a developed economy the flexibility in the economiz sirnefure and high wages enable the
ecanonmy as well ag the individual worker to withstand the destabilizing cffect of labour unrcst,
Because of hirh rates of savings and investment and the conssquent growth in incoms it is
possible to meet the demands for periodic wage increases by trade umions and thus curb their
militancy and aveid economic anarchy. When wages are high the workers are not so eager o
rezont o militant acton for the realisation of their demands. But in a low income copntry such
as ourg the distocation caused by labowr disputes can have serious economic conscquence because
of the narrow economic buse. T¢ will be difficuit for 1he socicty to absorh any labour norest which
is gencrated by sectarian wage demand warclated w productivity  or any  refusal to fulfil
obligations on the part of workers, Such  problems  cenoet, however, be solved by mere
coercive action. The government must suceeed fn convincing the people of thelr determination
to ensure that o minimum Hying wage iz available to il workers and that povetty and depriva-
tion will be shaed by all until such fime as income hag tisen sufficiently befora it can eapect
responsible behavionr from the different classes of ineome earmers. The incomes policy must,
however, apply to all members of the society irrespeetive oF whether an individual §s engaged
in the public or the private sector,

Just az disciplined huard work is necessary, so also is it cssentizl that all forms of unproduc-
tive eonsumption are removed [rom the ceomomic svstem,  Generation of economic surplus and
its molnlisation and productive lnvestment are (he means by which productive foroes have 1o e
developed.  History has no Instance of any socialist development where, in the transifion perind,
consumption  has nct been reducced o fha  essentfal minimum and where nnnecessary
loxury and conspicaous consumption were not  climinated.  For a well  formulated  socialist
plan, tha hasic premise has to be that the Government and the ruling parly will have the will and
the determinaiion {o transform o society with teaditional values to a production cricnted =ociety
where wark, discipline and savings are the bagic lenets of econcmic activity,

1.8 The Necd for Cadres

A society in transition towards socialism has to accept the nced to adopt radical measures
to [rec the masscs from their age-old bondage to traditional values and cvstoms as well as from
their cxploiters. As Tong as the broad masses are unallc to accepl  the norms n’_f hehaviour
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Mcceasary for a radical transformation of society, no amount of socialist policy adopted by the
fovernment can usher in socialism. The change in social outlook and in the institutions
cmbodying such an outlook can  never he or has never been  achieved only by government
Tunctionaties. It is only a political cadre with firm roots in the people and motivated by the
new tdeclogy and willing to live and work among the people as onc of them that can mobilise
the masses and transform theiv pattern of behaviour,

A government functionary with bis training and expertise can only function effectively where
his dufies and scope of work are clearly oullined and rules of business and code of condnct properly
laid down. Where fhese are absent, the results are invariably chaotic because civil servants with
verying background, training, expertize and responsibilities can only work harmoniguclty where
each one knows what is expectzed of him. They can, therefore, be neither inmovators nor
catalytic agenis for soclal chanpe. Revolutionary thinkipg must precede revolutionary action
by the masses,

A cadre can serve as an cffective catalytic agent only so long as he totally identifies himself
with the people. A government servant, on the other hond, is in effect a skilled worker and
only a few amongst them wonld bo motivated, specially in the early ycars of social transforma-
tion. Nodoubt his professional pride is an Important motivating force for him to do
his best. But in many cases the primary attraction for a job lies in the material incentive which
the sociely offers a functionary for his cffart. This can never be truc of a political cadre. His
ctompensation lies in the realisation of his ideals and not material rewards.

Defore socialism becomes a reality, the task is to odncate the public about the need for
sacial change. The cadres arp the instruments through which the task s carried out. We must,
however, be aware of the fact that a cadre Is as Tikely to degencrate as any one ele. The
experience of socialist countries shows that a political cadee has to he watched in the same way
A3 any Government servant or other kinds of functionaies, Whenever a party has failed to be
vigilant and to take fmmedizte romedial meastires the cadres have deviated from their poals and
resorted fo sclf-indulpence thus defeating the very purposc of their existence. It is not only
the cadre at the ground level who needs to be watched but the petformanee of the party workers
at all Jevels has also to be constantly reviewed so that neither complacence nor self-indolgence
can overiake (hem.  The cadres who are suceessful should be rewarded by conferment of higher
respomsibilittes.  Those whn fail should be punished but the door for rehabilitation must he
kept vpen for them. The hiphest level of party functionaries must subject themselves to self-
criticism and be aware of the fact that they wmst personslly sep examples for the party workers
10 emulate,

1.5 The Objeciive Condifions in Bangladesh

We have indicated some of the pre-conditions for socialist (ransformation. These have to
relate fo the objective conditions within Banaladesh if a viable stratcey for development towards
sociallsm is to emerge.  The prevailing constraints in bullding socialism in Bangladesh, therefors,
need to be faken into accownt.

~ The political leacdership must be dedicated to the ideals of socialism. Tt will have to provide
the leadership in bringing about a social transformation. ‘The party leadership must shonlder
the obligation and responsibility to set examples in social behaviour and come up with bold new
idenz for social action, which will give them the moral authority to effect desirable changes,

The Bangladesh Constitotion has precmded the cmersence of a one-party state. In
a multi-party state the administration is expectad to maintain an identity which is separate
- from he miling party so that party cadres pannot be automatically injected into the machine
to supervise its operation, Al that the party cadres can do is to supervise the machine from

.
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: ﬂEltSidB. Pulitical cadres with adequate understanding, motivation and training to control and
. direct the bureaucrecy as well ag to mobilise the people have yet to emerge in sufficient numbers.

The problen may have been partially miligated by giving ideological orienfation to the

~ burcaucracy. Bul the Government functionarics in Bangladesh are as much the product of the

socin-economic environment as any one else, They are equally exposed to and affected by the
sovial climate in the counbry.  Indesd the hecitage of the colonial structure und 1he past method
of operations tend to nllvence him more than those who work outside the system.  In independent
Bunyladush, such alicnation of 8 Government functionary and the people must be replaced by
heir positive identification with the commonman,

1n & situation where cadres are yel (o ewerge and the bureaucracy is not sufficiently motivated
the survival of exploitative clements remains a serious problam. On the land, feudat forms of
production relations are reflected in unegual land ownership. These perpetuate the subjuration
cf the village poor through dependence for land, work, credit and other necessities of produc-
tion and consumplion en the affluent farmers.

Private enterprize is still dominant i the distribution system. In the prevailing conditions
of scarciiv they have exacled scareily premimn on ifems in short supply. The state agencies
have not charged scarcity prices, but the intermediarics have reaped the benefits. Thic prevents
ihe benefits of state ownership and trading from Teing passcd on to the consumers. In the field
of constrection  and  indenting for [oreipn supplics, prvafc enlcrprise i3 also aclive In
Bangladesh today. Ta all these areas of achivities scopo for substantial vnearned income persists
without the recipicnts having to perform any corresponding productive function to earn it. It is
difficnl 1o devise a mechanism o subiect them to socfal contral ar 1o collect adequate taxes from
them.  Their high Tiving standards create social tension in a situation of acuta scarcity and
cxercises an undesivable “demonstration effect” on the rest of the socicty.

However, along with the constraints there are also positive factors working in favour of a
socialist propramme.  Some of these are indicated below,

The war of liberatinn has hcightened the political conscipusness of the prople and has made
them aware of the necd for political strugsle to reafisc a better life. The demand for social
justice underlying the political strugple has thus Been transformed into a widely held expectation
to build a socialist economic order. Al political parties are more or less inclined to work for
sociglism even though thefr strategics or interprefations wvary.

Tn the prediberation peried, indisenous private capital remaioed underdeveloped. Tt has
also Teccived a major set-back gs 8 result of the natilnalisation policies of the Governmint
an 26th March, 1972, On the Tand, whilst feudal forms of production still swrvive large-seale
fendal land ownership is absent and land ownership patterns ave more ggual than m  most
developing societies, The roral poor are also wore swere of thelr strength and the advantages
of collective action.

Same of the most able and skifled members of socisty are in Government service, in the
burcaucracy  and froductive sectors.  Given proper orientation,  mativation and  Teadership
thew can wse their skifls to mapnage the cconomy more cfficionty.

The Yiberation war has theown wp a whole gemeration of young men willing to dedicate
themselves to the transformatfon of socicty. Teadership und orgamisation can mobilise their
talent and encrgiss towards productive ends, Finally, we have a socially hnmngcnufus populi-
tion where linsulstic, religions, tibal and caste differences are not serious consiramts 1o the

development Process.
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110 The Soccic-Political Assmmplions of the Plan

. In drawing up the Five-Year Plan we havc been guided by the analysis of pre-conditions for
butlding socialism ln Bangladesh which huve heen related to the objective conditions prevailing in
the country. This Plan is thus based on the reaiilics and capubititics of Bangladesh todav. Tt dnes
not assunie that within five yvears we con approsimsie 1o the social structures  prevailing  in
other socialist counfries nor does it asspme that the experience of the post-liberation period
disqualifies uy from all attempts to ormanise productive forces more cfficiently and with a view
to realising sovialist objectives. The Plan, however, recognises the uroe fow sacial transforma-
tion among the masses. The socio-political sssumptions underlying the Plan may, therefore,
be simnmarised in the following paragreaphs.

.11 Investment Siratcgy

The Plan cannot bope to meet the full expeclations of the people with the available
resoutces. Investment strategy has however been biascd towards meeting the conswnption
needs of the masses and cxpanding emplovient opportunities both throwgh preference for a
Labour lutensive invesirmrent stratery smd  uncorventional measares to  mobilise Tsbour.  Our
comepittnent (o the prigcipls of nationalism s indicated by an investment stratepy divected to
achieve a subslantial  decline in the depree of dependence on external  assistance. This has
restricted our Plan size and put fimite on improving the levels of living of the masses during
the Plan Poriod.

1.12  Reducing Vxploitation

Under the prevailing objective conditions elementz of expleitution can only be reduced in
phases 1 the productive process is oot to be distupted.  With this end in view, the Plan spells
out the meed for land reforms along with cxiension of co-operatives with emphasis on small
farmers and landless labourers, T the Tndustrial sector investment strategy in the Plan
will wim  to seewre the ascendency of the public sector whilst leaving small and cottape
industries largely for ptivate inittative and coterprise. T the field of trade, both
dimestic  and forcipn, Slate and  co-operative enterprises ars to play an  increasioply
dominant role. leaving retail wade primarly in the hands of private fraders, The
Consumers Suoply Corporation, a state agency. will ssek to provide some safeguards o the
consmer by distribution of a few essentinl Jtems. T the howsing seotor the Plan provides Tor
i comsiderable expansion of the mole of the Stzie and the co-nneratives whilsr seeking to impose
ceflinms on wrban property and Nmilive the windfall gaing of property owners. In the transport
sectny the strategy i85 to place ownership of fraosport facilities with state ascmcics  and
co-operatives of drivars or operators,

1.12. The Boic of Material Incentives

We have eaclier spelt out the importance of Increasing prodvction  through hard and
cfficicst work. The Plan recosnises that wnder the cireumstances prevalling todav the officienl
[unctioning of the publis sector will require material incentives to comtinuc to play an
important part in motivating those who mansee and run the productive entororiscs as welli as
the workers and the emplovees at all levels. It is only with the gradual development of social
cohesion and o zense of solidurity with the masses se well as with an increasing ideofoe'zal
motivation of the people that matevial incentives and income Jifferentinls will become Joss
important instrnments for cosuring efficiency and enterprise.
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In Bangladesh today skills in the various sphercs are very scarce and they expect very
- high rewsrds, While restrictions on ownelship of  wealth  and assets  and income  from
property have been nmposed and will he continued, any drastic limitition ol remuneration
« from work and of income differcntials arising out of differences, in skills and performance, may
not only uct a5 a diswcentive against high levels of performance but may alzo adversely affost
the flow of talents Into liclds which demand considerable training and acquisition of skills.
In fact, in the carly stapes it will be necessary Lo provide high rewsids in ocder to attract fhic
How of new entrants info areas whore supply iz short,

it Is in this confext that the recommendaiions of the Pay Counnission and Wages Comiis-
sion have o be viewed. Arbitrary culs in income from work without roference to present
supply of ckills, level of responsibility and the social valae of the prodluctive functions
performed, may creale disequilibrium in the supply and demand for skiils and  jeopardiss
the ludilment of the Plan targel. Iisparity in incowe from  work and hiph  rewardas jor
exccptional  petlormance should  comtinue.  What iz necessary is to substantially  reduce
opporteiitics of ewrning locome from unproduclive actividies and cuhing estentatious consumgp-
tion. ‘lhe chite, specially the political leadership may, however, voluntarily accept the nced
o share gusterity in view of the prevailing searcity and the need o promote soeigl cohesion,

L34 Feblic Parlicipation in Planning Provess

A Plan 15 not metcly a techoical and an  coonemic document but  also a sizio-poditical
document. It 1aust be able o enthuse, mobilise ang motivate people. It must provide a yision
and perspective for the wation.  Therefore, it is cssential that people and their  represcotatives
should pluy u role in selling their socig-economic chjeetives and in ity formulation, The Plunning
Comuission is mainly involved and closely works with the political leaders in the Government,
secking their guidance and instructons on the one hand, snd advising snd making recommendutions
to them, on (he other, oo & day-io-day basi=. L should, also be able to maintain contacts with the
various proaps in socicty such ay members of Parlimment, siudents, tepreseatalives of peasunts
and waorkers as well 1z olher economic groups such as trade and industry. For this purpose it
may be acvizable to constitute resular advisory punels where the various interesl groups and the
Plunning Commission ean exchange views and experiences,

LI5 The Rele of the Cadres and Polifical Leadership

Cudres have hoeen identified us an essendial slement in the revclunonary transformaption of
society. A programme must, therefore, immediately be taken in hand 1o trajn up cadres during
the mitial phass of the development effort. Cadres will have to be carefully chosen for their
motivation, personul integrity, courage and willingness to work and make sacrifices, They chould
be drawe from all those who share the commitment o social translormation and accept the policics
ol the State direcied to this end. As far as pussible, cadres inust be drawn from areas in which
they will serve. Al the sume time It will cosure  a more direct contaet with the people to be
served by b cadres,  Cadres must undergo a rigorous lraining process in ideology and policies
to be Implemented; their practical training must be directly applied for development work. An
Institutiomal machinery will need to be devised 10 ensure supervizsion and contral over the cadres,
They cannot afford to be divoreed from the local political institutions but must at the game fime
constitute a pressure group on loeal leaders and administration to keep them committed to the
policies of the Governmeant.

The following functions of the cudre deserve considerntion by the Guvernment
and by the party leadership. The major thrust should be towards their direct parti-
cipation in the development work, educating and motivating people as to the gims and objectives
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of the Plan as well as to the role of the peopls in the suceessful implementation of the Plan. They
would help identify projects to be undertaken by the local government institutions, perswade
people to contribute land and matenals for projects, wherever necessary, ensure proper mainten-
anee and prevent pillersge and wastage of public proporty and help remove, along  with local
agencics and offices organisational botflenceks,  They may also cooperate with locs] officials, for
example, in tht distribution of scarce commodities, in collzeling revennes and taxes in aress where
cyasion Js considerable, and i serving a8 walch dogs for preventing misappropristion of public
funds and materials.  They will inform and educate the peasants and workers about the prograin-
mes and policies of the Government and help nrgamise varicus groups for collective and cooparative
action, including formation of pump proups, cooperatives, ete.

It ig cssential that the Ministers and parcy leaders personally supervise the implementation
of development projects in the field and edueate and give guidance and leadership to the people.
removing boitlenecks and coordinanting the activities of the various agencies and execuiive officers
in the ficld, To accomplish the above objcctives it is essential that people have canfidence in
ihe inlegrity and commitment of the political leadership to translate words into deeds. Fconomic
develoomenl, v the context of acule poverly provailing in Bangladesh tequires sacrifices all
aronnd. This = particularly true for the elite so that the burden on these at the bottom does
not appear infolerable.

I is speciaily teleyant in the above contoxt fo ensurg that people do not  repard
corruption as an endemic feature of our society, Corruption is basically an  anti-social act.
It is indulged in by those who have scant respect for society. It tends to misallocate resourecs
and leads to maldiztribation of income.  Apart from the adverse moral conzequences of corruption,
there i3 an ecomomic price which the society i3 reguired to pay. MNo socicly can make rapid
progress if there is widespread belief in the prevalence of corrupt practices in the country, whether
such beliels have any foundation or not.  Such a belief breeds resentment, cynicism, apathy and
Tosy ol faith in public activitics, Where there is widespread suspicion of corruption and only
hull heared attempts to root it out, even honest persons show unwillingness to  take inftiative
and eaercise independent judgment becanse no one is immune from suspicion. Thus everyonc
avoids taking personal responsibility and shares decision-making to the maximum extent pessible
to profcct himself with resultant delay and inefficiencies, Tt is in (his context 1hat «detection
und punishment of offenders Irrespective of heir  personal and  polilical alfilistions are
NOCBESATY.

""-'.“‘l.'-_-',‘
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I CIIAPTER II

OBJECTIVE, SIZE AND STRATEGY OF THE PLAN

i 2:1 Objectives of the Plan
¥ The basic objzeiives of the Plan are as [ollows :

(i) To reduce poverty. This is the foremost objective of the Plan, Tt [equirss 4n expan-
sion of crmployment opportunities for the unemployed and under-employed, It also
requires an acccleration in the rate of growth of national income, as well a5 clleetive
fiscal and pricivg polciss for its cquilable distribution,

(i} Tecontinge and comulete the work of reeomstruction, and to raige outiput in the major
seclors of the economy, particulaely in agrculture and:adustry, to the BLenghmark
of 1969-70 as adjusted for cxpansion of capacity, by 1973-74,

(iiiy Toincreasethe rate of growth of G.IOP, loat least 5+ 5 per cent per anoum, thus appre-
clably excaeding the rute of growth of population (which is gstimaled at  present
at about 3 per cenl per annum). The target of increase in full time jobs i 41 lakh,
just inexcess of the projected increasc in labour force, In addition, under-
employment will bs refuced,  Efwis will be mads, on a voluntary basis,
to mobilize labour in the unorganized nonamonetized sectors, with a view to cxpand-
ing nutput and employment beyond the largets for incume and employoent set out
above, Tt will be necessary in this context to strengthen the institutinnal framework
ab the Tocal level in the form of viable, develo,mment oricnted local governments for
the purpose of mobilizing both human and financial resources.

(v) To expand the outpul uf essential counsumption jlems with a view to provide the
minimum comsumption reqoirements of the masses, These itgms  Include, in
particular, food, clothing, edible eil, kerosenc and sugar. The capansion of
employment and itgome for the poorer people 13 reeaninglul only i cssential
comsumption powds ure available in the market at reasovable and stable prices.

{(+) To arrest the rising trend in the gencral ptice lovel, which has characterized the
Bangladesh economy singe 1ast year and Lo stabilize, and reverse the rising trend in

the prices of essential commoditios.

(v} To incrsase per capita income at the modest tate of 2.5 per cent per annum. Tho
distribuiinn policy will seek to chsure that the poorer sections of Lhe people win[d
enjoy a rise i per capila income and ecomsumption ereafer than the average
while the upper income groups would have to foregy a ise in  per capila
income and consumption , Thisis to be atlained by various direel measures
such as putting ceilings on inecme and  wealth  as well as by redistributive fiscal

Measures,
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(vil} To consolidiic the gzuins made so far in the socialist fransformation of Bangla-
desih; to extend by stages the sphere of State participation, congistently wath the
ability of the State to manages and orpanize efficiently ; to ensurc a wider diffusion
of eeonomic opportunities in the self-employed sectors in the urban and rural aress ;
and to change the institutional frumework of the economy of Bangladesh 2t 2 pace
gonsistent with concomitant chanzes in social and political attitudes, motivation,
organization and mohilization of effort,

(viil) To redoce dependense on forefgn aid over time through mobilisation of domestic
resources and the promotion of selfreliance. Maximum cfforts will be made o
achieve the expansion and diversification of exports und an efficient patiern  of
tmport substitution to reduce the foreipn exchange gap. Import substitution in
the critical sector of intermediate goods, such as fertilizer, cement, and stezl, wall
be pursued 1o the limits of efficiency with 2 view to redycing depcndence on uncerizin
external supplies.

(ix) To transform the instilutional and techrological base of agriculture with a view
to ataining  self-sufficiency in Modgrains, widening ' employment opportunitics
i agriculture and stemming the Jow of labour foree to the cities.

(x) Tolay the groundwork for an ambitious programme of population planning and
comtrol; to ensure Lhe toctal commilment of the political leadership and social
consciuusness 10 this most eritical hottleneck to development efforts in Bangladesh;
to build up ah appropriate ingtitutional framework for population planning;
Lo experiment with a wide varicty of techniques of family planning while retaining
flzxibility of approach in the light of continuous and close evaluation and
researcll, To altain @ reducticn in the growth rate of population frem 3 to 2.8 per
Cent pef annum. =

{xl] To accelerate the rate of development expenditure and remedy the glaring deficicncies
i the traditionally neglected fislds of social and human resources development by
unprovement it education, health, rural housing and water supplizs, ete., all of which
will also hely improve peneral capuhility and efficiency of work,

{(xil) To ensure a wide and equitable diffusion of ineome and employment opportunities

' throughout Bangladesh by a suitable combination of projects and programmes
designed to harmomze the requirement of econumic efficiency with the considerations
ot spatiul equity, To promete mobility of labour to the areas of expanding econcmic
upportunities,

2.2 Size of the Plan : Agoregate Tnvestment and Sayings

The size of the Five Year Plan hus been determined in  (He lizht of the above
abjectives a5 well a5 resonree comaleninis,  both  intermal  smd  extermal, Firstlv, a
mnimym consumiption basket was ditermined in the light of (@) past Icvels in normal
years, allowing for the increasc in populstion, %) a postulated rate of increase  in
consumption (this was made consistent with the income growth resulting from the
production programmes) and (¢) socially determined  minimusm acceptable *‘norms™ in some
areas,  Secondly, the Jevels of the development programmes in  the social sectors, like
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education, health, family plunning and soeial wellore 2ie., were set by socially determined tup-
gets (keeping in view the ability of the institutioral and organisstional infra-structure 1o
implement such programmes),  Iaveslment m flood conlre] was regerded as parl ol the agricul-
tural programme and & means of providing a preotection to lile, income and property,

In view of the rapidly increasing population, a sizeable investment s required
merely to keep the econemy from sliding backwards. Per capita income has registercd Jitdlo
or no increase for many vears, To attain a level of per eapita comsumption by 1977.78
which is not much above that of 1869-70, 1he Plan provides for a financizl investment of
about Th. 4453 crores in the Plan period. In addition, an investment of about Tk, 585 crores
is expecied to take place in the nen-monedzed or subsistence sector. '

The progtess envisaged over the Plun period i constrained by the amount of domestic
resourees  available lor devclopment, piven the low level of production and income.
Bungladesh suffers from a vidous crcle of low levels of iticome, production and  jnvestmcent
imherited from the pasl decades of deprivation  snd  under-development, coupled
with  the consequences of a repidly cising  population, ‘Lhis historenl process has
severely limjled the possibilities of augmeniing the rate of saving and ecapital accumulation.
The country has (o strugele agaivst the cumulstive conscquences of missed opportunitics io
the past, Bopeladesh  today hes an opportonity w break the  viciows circle and to
teke the initial significant sieps towerds establishing an efficient pattern ol domestic capital
acenmulation,  Agrieuliure, the msin souree fop the generztion of 4 soeplus for imvestment 1o
Bangladesh, was subected to a4 long perlod of exploitation in the fonn of forced savings
realised througn adverse torma of trade,  Moreover, export surplus wis thostly transforréd out of
Bangladesh, At present Bungledesh i3 nol in & vervfavourible position to generate
sufficicot surplus (or development, end it will remain s0 until it & pnt oo a growlh path
tnrangh @ carsfully delermined pattern ol tnvestment, finaneed through suvings from both withio
and ontside agriculture. There are wnconventionz] weye of enchling a country even as poor
a3 Banglidesh 1o develop a surplus for investment snd development, Bit this would require
# radical transformation of the social, politicel and institolonal fremework of rural Banglu-
desh.  Thers is a large reservorr of nnemploved and underemploved labour. To devize ways
to put them Lo work prodioetively, while minimizing demands on resources of consumption
poods and capita] cquipments, requires nol anly Lechnologieal innovations on a scale unkpown
hitherie m Bangladesh, but also & degrec of social enginegring, mobilisation of efforl and
motivation that will require detcriniped efforts and leadership at the grassrools Iovel to
develop in @ signifeant way, The Five-Year Plan does tale cognisance of these possibilities
a3 deseribed latar: the imitial but important steps o this direction must be tsken during the
First Plon Poriod so that substamiial progress con be achieved in these dircetions in the
suceeeding Plans.

In 1ae next five veurs a defermined effort will have to be made so that Bangladesh
could emerge out of the “soft state™ inherited from the past, The challenge of develop-
ment iz vecy goeat udesd, snecially sigee it 15 necessary to reconcile democratic institutions,
to which Bangladeslh {s wedded, with he oesd of radically leansforming the techniques and
patterns of capital accwmulation. :

 The general level of poverts, the small size of the organised trade and industry
sectors and  the  predoniinance of subsistence activittes in the overwhelmingly rural



12

economy, severcly limit the rate of mobilisation of domestic savings, within the existing
sozio-politizal framework., Mbreover in whatever way domeitic savings erc mobilissd, larpe
imports of capital equipment and intsrmediate goods will be required if they ace to result in
productive investment. Since the industcial sector is smaull and wundiversificd, import necds
increase disproportionately with the scale of development eifort. But cxporls with their heavy
voncentration on one commaodity, can be inereased only slowly, to pay for more imports.
An increase in the size of the Plan, therefore, would disproportionalely

lncrease the
required rate of foreign capital inflow,

There are constraints on the scale of forelzn cupital inflow, which Bunzladesh can receive
and absorb, from the point of view of both supply and demand; loans awailable on essy”
terms wre not very abundant and for thoss on haed terms debt service burdens biaild up-
very fast, The latter provide short-torm relicl but the consequential repayment oblisations sybs-
tantially reduce the respurces availabla for development in subsequent Tive-Year Plans, Farcian
loans wre not commitied for a Five-Year period, They arc nzgotiated every vear and the
magnitude of such loans is subject to vicissitudes of a changing economic and political environ-
ment in the rich, developed countries, An overwhelming dependence on foreien capital imflow
tends to create uncertainty in the implementation of aplan, A larsz plan, which iv [ormula-
ted om the basis of expectations of large mllow of foreign capital and can nol be fully
implemented due to shortfalls i foreign capital inflow is liable to crente frostrations and thiealon
the credibility of planned economic development wilhin the country.  Moreover, a high degree
of aid-dependence is not without constraints on the pursuit of independint domestic and
foreign polices,

While the crtical limits to the overall size of the developiment programme are the avail-
ability of resources, both external and internal, there are arcas where the abilily of Lxisting
organisations and institutions, both public and private. Lo undertake devalopment programmes
acts as a limiting factor specially in the short ron, Tt is not possible o inercase suddenly
on & large scale the supply of trained teachers, doctors, enginters, health und family plan-
ning workers and village extension workers. The Plan suggests measuves for significantly
augmenting the domestic capacity for Plan implemzntation; a large variety of institutiona
reforms and adminisiralive changes have been recommended,

The impact of 4 development programme on the insrcase of cutpul and income, as well 4
employment, depends on the elliciency with which the Plan is imploneuted.  An incresse in
the level of officiency in the use of existing capital stock in the various ssclory of the econo-
my, spezially in agricultore, industry and transport, could make a cizeable  contribution to
the increase in incoms, beyond the level postulated in the Plan; £ would alse expand ciuplay-
ment if [abour intensive ways of repairing, meintaining and utilising such capital stock wers
vigorously pursued. However, the plan assumes that propress in this divcetion will be limited
In the first years of the Five-Yearperind; its maior impact will be towards lhe end of the
Plan Period and during the sybsequent plans.

Viewed in the light of past levels of deveiopment expendituves the Plan sire iz poat
ambitions. Tt is cerainly not so compared to our requirements, Before 1iberul_iun_.during
the period 1965-70, desvelepment cxpenditures in  Bangladesh, including both public
and private sectors, were about Tk, 1,600 crores in terms of the prevailing prices during
that period. I adjustmenls are made for incrzases in fmpott  cost, comseguent  on
excharge rale adjustment and rise in world prices as well as for  the subscquent  rige
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in domestic ecosts of materials apd Jaboor, the flgure for  past  development
expenditure in 197273 prices would be well over Tk, 3,000 vrores. Moreover, population
has . increased by abput 25 per cent between the two planning periods so thot to ensure
the sume por capita development expsiditere durdng the corrent Plan Period it would reyLire
an aggregate plan size of nearly Tk, 4,000 crores!. The corresponding  financial outlay

sepeested in the Five-Year Plan period is Tk, 4455 crores—an [nerease of some 10 to

I5 percent abova the Tevel of 1965-70¢ in real terms

Invesunent towards the end of the sixties was  incredsing but very little increase in
per capitd incomo was recorded, The present Plan is intended to reagsert and greatly aong-
ment the momsntum of coonomic development in ways that are more fully discossed in later
soclions, There is coosiderable scope for improving efficiecey and obtaining a much booer
distribulionn of investment expenditure than have begn ageomulished in ihe pasi, Improve-
ments in these directions will help altain the incredse of 30 per cent in GNP above the
henchraatk level thut the Plan is desipned o bring about,

The Plan peovides for o totul financial development notlay of Tk, 4453 crores. it
includes gross fized iovestment and working capital requirements of Tk, 3,769 orores
as woll a4z non-ievealmenl development expenditures of Tk 686 crorss. Momeinvast-

ent develomnent  sxpenditures] ivclede such items as subsidy and distnbulion cost ol
lertilizer, pestizidss and seeds, cost of land acquisition (which may be invistment for the
Agency acquiring and but not for the socely as a whole), wages, salaries and intercst aml
payments during the poriod of construction. About  cightymine per  cent of the
total financial owtlly is in the public scclor and the remainder is in the private sector,
The preponderance of the public sector development cxpenditire is a refleclion of the eco-
nomic realities and social objeetives of develepment planning in Bangladesh, The composis
tion ol the development outlay, domeslic savings, iovestment and vequired net ipflow of
foreign capital are shown [n the following tuble,

TABLE 11-1

Development Ouflay amd its Finawcine

Mongtized Non-
monetizad
A, Tn erores of Taka for Plan Period
1. Deyvclopment outlay;
Public o T g o 3,952
luvestment .. - = 3298
MNon-inveshment i i 634 4
Private e = s A 503 585
Investrient o - . 471 585
Mon-investment i - s a2 -
Total Devclopment Outlay . i 4,455 585
lovestment .. = i i 3,760 =
MNon-investment oo % = k] Ak
2. Tomestic Resources e s i 2,698 585
Public Saving R 1,618 s
FPovale savings aud loans from the l"'EL:L'LLlDE systein 1 (1) 5HS
3. External capital inflow W 1,799
Domestic resonrces aquivalenl of cz;nml Tnﬂl_'r-.r.' LTaT

iThess Fgures relate to financigl outlavs excloding sgif-financed outlays in the unorgandzed sector and
ootfionetised investment in tae tradltionsl Sector
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G T
TABLE II-1—(Comd.) : e e 1
B. Sharcs In percentages for selected yenrs < g
1973-74 1'9'?17_’?‘_ 2
I. Grass finmancial development outlay as per cent of GLOP o 11+9 ﬁ*?ﬁ‘ 3
2. Gross domestic monetized saving as per cent of GDT i3 4-5 14- "
3. External capilal inflow asper conl of GDF 13 - T4 S+1
4, Externul capilal inflow as percont of doral financial develop- 62.2 27-0

ment outlay.

The total amevnt ol exigrnal capital inflow is estimered ot about Tk 1,800 crores
or aboul 4 por cent of total financial development owday.  The agnoal inflow of aid  will
avarage Tk, 360 croves per year. The absolore amount of external capital inflow reguired is
not expected lo increasc over (Te Plan Peried §as @ pereenlage of tolal financial Plan out-
lay, sxternal capital inflow is expected to decline frum vver 62 per cent o 1973-74 o as Litde
as 2T por cent o 1477-TE,

Domestic tesource equivalent of exfernal capitul inflow will be less than the “ed.f. value”
of external eapital infHow because some emes of commeodity ald will generate less net revenuc i
e hands of ihe Govermment than the impor! value of such goods, The difference s estimated to
be Tk-42 crores.  Thns the domestic resouree cquivalent of external capital inflow will be
Tk. 1,757 crores. ]

The planncd growin and acceleration in development outlay must, thercfore, be financcd
by additiond] domestic resouree mobilization as the Plan procesds. The average rate of domes-
tic monetized saving fur the Plan Penod 15 aboot 9-2 per cont rising from 4-5 per cenl in 197374
to 142 per cent in 1977-78. By compatison, the averape rate of savings during the Tute sixties
bas been estimaled vamously from 8 per conl to 10 per cent.  The Tow level of saving now csti-
mated for 1973-74 reflects the nzed for some componsation for the extradinary situation of wn-
wsually low levels of consumption for Lthe past twa yeurs.

The acceleraton in the rate of demestic Tesource mobilization has to be matched by
sustained efforts to close the forelgn emchunge gap. This is predicared wpon sigmificant
nport substilution In some very importanl and lapge sectors, like spricullocal loputs aod
textiles as wellas on a large cxpansion in the caports of raw jule and jute textiles.

The problem of mobillzing domeslic resources for the development effort iz not only
that ihe raie of saving has to be raised considerably, bul also lhat o laree part of total
savings must be chapneled into public investment. The policies for mobilizing development
resoaices for the public sector are discussed in chapter TIL

2:3 Strategy of the Plan

The Plan 1s designed lo gencratc a ralc and oaltern of Income growilh  which  will
ool only meel a mintmum conspoption steadard but also zxpand employment oppormunitiss
and epsure a socially desirable paltern of iwceome dwtcibnlion. With fhis end in wiew the
basic strotepy In the Plun 43 fo concsatrate on dneroasing outpul in thoss sectors of Lhe
econaupy which use large amounts of labour and to wse methods of production which
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Growth of Qutpyi and Income

The expecled expansion of ontput in the main scotors of the economy is shown in Ethe
table below :

TABLE 1I.2
Gross Domestic Prodaoct and i¢s Components (Crores Th. at 1972« 73 prices)

o

Annwal per- Anmual per-
Bauch-  Estimated Projected cootage Rate cenlape Rate
mars Aciual GDLP of Growth  of Growth

GDe GDE 1977-78  over Beneh- over Actual
197273 mark 1972-73
GDFP GDP
I. Agriculture, Livestock, ITorestry 2,583 2,407 3,602 4:6 i _-E_-:I
and Fighery. {57 @) {36-1} {35-1)
2. Manufacturing - i i 20 358 731 71 15-4
{10-4) (8-3) {l1-2
3. Construction i an 184 171 326 121 13-7
37 (4-0) (>-0)
4. Power and Gas - 5 15 15 23 11-0 110
(0-3) {03 {0 &)
5. Housing .. i ‘s 236 236 283 41 4.1
@7 (55 (4-4)
6. Trade, Transport and other 1,163 1,107 1,570 6-2 7-2
Seryices, (233 {25:8) {24-0)
5,003 494 6,543 5-5 B
Per capita GDP (Taka) G670 B0 T6G 2-5 5-7
Nate—Figwres [y pareelbesis see Peroentages of towal They moed mol eXacHy add up to 19D due to

roonding.

| The benchmark estimatzs are based upon bur are not exactly the same as the levels of
output reached it 196270, the last normal year befote the war of Jiberation, They taks inig
consideration the extension of capacity which occumed between 1969-70 and 1972-73 and assume
that the existing capacily i “reasonably” utilised, The actual levels of production and income
in [972-73 arc on the ayerapn about 14 per cent less than the bonchmark estimates as
judged by the perlormance of the first nire months of 1972-73, Therelore, whila GDP |y
expected o grow at 5-3 por ceht psr avoum, if will Increase by nearly 9 per cent per
annum over the jevel of 197273, It is important to remember thai one-third of rhis rate of
increase will be achizved by 4 recowvery to the benchmark [evel of activity through a begter
utilisation of existing capacity; the other two-thirds of the planned increase require newinvest-
ment and development progratmen,
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The Plan dones not envisage any sharp structueal change. 1t iz net marked hy_r'ﬂpid
industrialisation, The share of manufactering industry in GDP  remains relatively srl'ﬁﬂl
even ot the end of the Plan Period, just over 11 per cent. A large part of this in-
erease will takes place In small scalc and cottage industrizs, Thus the Plan avoids the paco
apd pattern of industrialisation based upon modsrn, borrowsed capital intensive technology,
excapt in areas wherg the cholee is limited and import substitution is urgently needad,
Throughout the Plan Period agriculivre will contifiue to be the largast sourcs not only of
income and employment but alse of forcign cichange carmings and savings. Expansion of
dgriculiural outpot will reduce dspendznce on lopd imports; it will also provids raw materials
needed by cother seciors of the ceonomy as well as provide cxpanding emplayment opporti-
nities hoth dirsetly and indircetly,

The expatsion in ths value addsd  in the agrieultural scctor is indicated above. The
valoe of agricultural output includes both walue of agviculiural inputs such as lertiliser, pesti-
cides and szeds, ete., and the components of value addsd soch as wages and profits.  Singe
tha valne of indais isexpzzied o incrzase mora rapidly than  the value added by agricol-
ture, total output of agricultural products will incrsase more rapidly,

The construclion sector will revord the lighest rate o erowth. Construction constitutes
moce that two-thicds ol total investment expenditure and an acceleration in the rate of aggre-
Fate investment expenditure speeds up the rate of growth of this saetor.  Moreover, compared
with the pasi, the composition of investment will bs shilted towards more construction intsn-
sive activitics like irrigation, draibags, minor flood control projects and housing, DOyen in
the late sixties the rate of growth of this sector was high.

The powcer and gaz secior will have the sscond highest rate of growth starting, as it
does, from a wvery low base, Even thougn thisis 3 very highly capital intensive sector
with no significant dircet employment or income effects, it must be expanded considerably
to mesl the need of other rapidly growing sectors of crocisl impertance. Fortunately, the
growth of this seclor can be hased onthe abundant supply of domestic natural gas.

Ower the lust gquarter century the rate of growth of housing has been barzly more than
1 per cent per year, It is plamned to quadruple this historical rate of growth during tle
next five yoars. This will mean that for the first tims in recent history this sector will
have a rate of growth ligher than that of population. The growth in the output ol trade
and ancillary services of abour 6 per cent per annum iz closely related to the rato of growth
in agriculiure and in the industrial scetor. One gquartzr of GDP originates in this sector
which has suffered from relative neglect In the past; it will now need to grow a il
laster than GDE,

B. Recovery of the Ecomonly

It is important to consider Delcfly what 15 iovolved o the wazsivon from the actual
levels of ecollomic setivitics in 1972-73 to the benchmark levels, The first sleps in putting
Lhe Plan inlo ellect arc o paise ontpul from ilg present depressed levels (0 most seetors to
the Benchmarks laid down, This can be done withoutany sipnificant new physical ibvesimeng
but what iz cowiled needs 1o be understeod, The Plan indicsies policy meusures and orga-
Oisational improyemells, Decessary for reaching thg beuchmark levels of outpur amd
iticame,
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Two-thirds of (he gap between the benchmark and actual GDP in 1972-73 iz accountcd
for by the differenes in agrieultural output, This was almost entirely the result of unpreces

& Semied drought although it is possible (hat greater and better orgamized human effort could

Bave compensated for part of the effcet of unbelpful tatural circumstances, If  weather
conditions arc normal without the cacessive drought of 1972 or eyclones like that of 1970,
output is expected to recover to benchmark [evels.

MNearly a guarter of the Jifference between benchmark and actual levels of activity is
accounted for by the decline in the vutpul of the manufacturing industries where value added
im 1972.73 was 30 per cent below the benehmirk. FRecovery inthis sector hi' geson a number of
mterrelated factors. Outstznding among the meastres required are: (1) improvement in the
managerizl and institytiopal stuctmee; (b) successful adjustment 1o 2 new pattern of trade
relations and to veastly altered scls of prices. both jotena] and cxternal, as well as exchatige
rates; (¢) resumption of repulir and adequate supplics of imperted raw marerials and spares;
(d) restoration of healthy labnur manapement relations: and () peovision of acequate incen-
tives to management and workees st the enterprise level. Thesc and  other  specific
policy measurcs are dealt with i some detaill i the chapter on the industrisl secler.

The rezt of the differencs between the beoichmark and actval 197273 GDF levels
is made wp of shortfalls ib cobstruction activity and in (ransporr, trade and other services.
Recovery in  comstroclion ouiput will depend on the rate of implemcentation of the invest-
ment plan. It should alse be reasomably easy o return o the  Benchmark Tevels lor trabsporl
services once the repair of the last major damaged railway biidee s completed 1D Septambur
1973 and the remaining digruptions 1o roadlinks removed, Tt will sl Be trecessary, however,
to chsure reasofably elficient usc of the existing transport capacily, Trade and services sheuld
recover at the sume rale as Lhe growth of industrial output and imports,

To sum up, given favourable weather conditiotis it should Be possible within the next year to '
make up two-thirds of the gap between benchmark CDI and estimated GDPin 1972-73 by bring-
ing agricultural production back to a nopmal level. Given the fulfilment ofthe exisling lapgets for
the repair of railway bridges and road systems and the implementation of the development plan it
should alzo be pogsible to atlain Ml repovery in most other non-industrial seetors. TUis much moare
difficult to prediet recovery in manufaciuning industoies. That a goed part of 1he 30 per cont
declive in output will be made up doriong the next year can oe predicted with confidence, Dut a
complcte recovery may take longer. Much, of course, will depend on the speed and imagina-
tion wilth which policies are implemented (0 efsure ldustrial tecovery.

C. Emplaoyment and Distribution of Frcofie

Foremost among the targets of the Five-Year Plan is that of itcreasing the level of
employmeni. Thig is because an ingrease in employment not only creats additional output
but also makes it awzlahle 10 the Towest of the veome proups; il thus helps to ensure
the achievement of the twin objectives of geowth in the national product and  its optimum
distribution,

Unemployment and underemployment are ®widegpread in Bangludesh foday. While no
reliable catimates sre available, it is {requently suwppested that on the aversge vp w 30
per cenl of the availablc labour is not used, although much of thiz is concsaled by work-
gharing and in underemployment. During the last two dwades umemplovment and
underemployment in Bangladesl have increased. The ceonomy fajled o provide cmployment
for the increase in labour force.

cC—-3
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The Five-Year Plan is designed to create cnough new emplovment to absorb all new

entrants into the labour market, as well as to reduee some of the sxisting wnemployinctt
and underemployment,

The table below shows that the population iz expected to jrercase by 1-14 crores, from
T+4 crores in 1972-73 to 8-54 crores in 1977-78. If the proportion of the total population
avuilable for work does mot change, the incresse in the lubour fores would be 39:9 Jakhs,
The Plin must aim to exceed this figure for employvment by as much as possible,

TABLE II-3

Projection of Population amd Labour Force

Year Population
in crores
1972-73 it 7 v 740
1973-74 i . = 762
1974.75 i o . 7:85
197576 - . 5% B09
197677 . . 83
197778 ) y . 8:54
Addition to population during the plan 1:14 crores
period,
Increass in Jabour foree w & 39-3 lakhs

To attain such an increass in employment, fnvestinent must be coficentrated Sectors
which require relatively small ameounts o capital per unit of employment and gutput, Wirh-
m 8 seclor, advantage must be luken of alternative techniques by choosing thoss requiring
small gquantities of capital per unit of cmployment,

A large proporlion of investment will take place in agriculture which is ome of the
low ecapital-intensive activities, Throughout the Plan ewphasis will he of various ermall-
scale activitics wsing libour-intensive, traditionzl techniques, Thus cloth weaving will Jargecly
be done by handlooms, and small scale leather poods, metal products and miscellaneous
manufactures will be promoted with all the incentives they descrve,

It would, however, be wrung to think that capital=nilensive jnvestment cs=n be avoided
altogether, Beonomic activities have 1o grow in 9 balanced and related fashion, For cxample
the growih o output is dependent om power and tranaport services provided by domesiic
production. These are highly capital-intersive sctivities, Alsu, capitalinlensive investment

has to be undertuken to reduce existing import dependence on such items as fertilizers, coment
and stecl.
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" The creation of employment apportumitics in the Plan Period is given in the following
table

TABLL 114
Reduction in Thderemployment and Ircrense in Employment in the Five-Year Plan
(fucreqse in 1977-78 over benchmark Fevels in Falhy of man-years)

Sector/Programme Lakhs cf
MAD-¥euTs

1. Crop production, livestock, forestry and fishery ", 260
including ancillary processing and marketing,

2. Works Programme, flocd control, jrrigation and related 5-0

agriculiural projacts.

J. ConsttrucHon and sorvicss - i 10-6

Tnduostries, power and gas ‘e g-5

#. Social seclors (Health, Bducation, ete.) i e 5.9

Total ... 340

It might be useful to explain the nature of the sectoral cslimates of employment, Em-
ployment in a sector generauy refers to the permanent employment which is created ina
scetor alter the cunstruction of the development project is over. Employment provided in
course of construction of 4 project has been shown as oecurring in the eonstruction sector.
Thus, the employment generated during the comstruction of a power plant s shown aboye
as e¢mployment in the constructiun sector while employment in the power ssctor tolers to
the additional labour required to man the completed power plamts. EBxception to this
pringiple has been made for the works programme, irrigation, flosd contrul and  similar
“programmes™ (as distinpuished from seetors of produetion); here employment during couns-
trugtion has been showm against the relevant programmes themsslves.

Extreme caulion iz needod in interprotlitg these figures. They show that ihe labour
raquirement of the economy will ingrease by 54 lakh man-years over the Pian Period. But
this should nol be interpreted to mean that 54 lakb additional jobs will be created. For
example, much of the additional demand for 26 lakh man-vears in agriculture will merely
reduce underemnployment of those who at present have to shars work or are painfully em-
ployed only for a fraction of the noymal amount of working hours, Since work sharing
resulls in extremely low ingome per head it is nearlv as desitable to reduce undersmploy-
ment as Lo ingrease employment in the sense of creating new joha,

There is no way of ascertwiniog w what extent the additional demand for labour in
agriculture will merely reduce noderemployment. 1t will depend on a Targe tuwnher  of
institutiomal, locatinmal and techaological [actors which cannot be predicted zecurately with
present knowledge. But on the reasonsble assumplion (hal the share of new jobu will be
half of the additional labour reguiremenl in agricultore, about 41 lakhs additional jobs
would be created during the Plan Perivd. This would be just above the addition 1o the
labour foree which iz estimared at 39-3 lakhs.
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It may be noted that non-agricultural employment (goite a bit of it in rural areas)
will increase by only about 28 lakhs. Urban employment will probably increase by less
than 20 lakhs since many small indostnes and a good part of the provision of services,

the works programme and flood control as well as irdigation projzets will be located in
the rural areas.

A tentative but illuminating way of looking at the employment position during the
Plun Pariod is to conclude that of Lhe estimated 39-3 takh ineresse 1o labour force nearly a
third will find sew wark In agriculture proper while the rest of the increascd labour demand
in agricnlture will redoee existing underemployment. MNeur[y another 10 lakhs of the addi-
tional labour foree will be retained in the rural areas through worle programme, irrigation
and flood control, cotiage industrizs, ancillary services and social programmes. Thus only
about 16 lakhs of the increased labour lorce will be found in urban areas where employ-
ment will expand by somewhal merte (by aboul 18 Takhs) allowing some redection in existing
uncmployment in these areas,

It must be ynderstood that the Jocation of job opportunities resolves only part of
the problem.  The movement of lubour to the location of employment opportunities depends
upon a nuwnber of laclers such as wage dillerentials belweon arcas, physical facilities and
related matters,

One spacial aspect of the employment policy needs to be discussed. The objective is
to manimise empleyment slven the amount of capital invesinent which is postulated in the
Plan, Thersfors, additional employment has o be coneentrated in sectors and techniques
which are very highly lahaur-intensive. One of the consequences of such high labour intensity

of incremental employment is low preductivity per hour of work, Muoch of the ineremental |

employment will be in traditional scctors using traditional techniques. An hour of labour
will not achieve significantly more ln these occupations at the end of the Plan than it did
in the benchmark period.

In industey and services also thete will be an altempl to promole Jess capital-intensive
techniques than in the past, As a resolt, It will be ourealistic to expect much increase in
output per labour hour,

Output per warksr as distingaished Trom output per man-hour will, however, go up
due to an inersase in the slfeclivencss of employvment, Le., reduclion in the extont of wnder-
employment per worlier, About o guarter of the increase in demand for Tabour is expectsd
Lo go to reduce underemploviment, In the abseznce of any reliable estimawe of the relative
magnitude of wnderemployment and pnemployment it is not possibie for ng to make preciss
quantiialive projections. PBui on the assumption that about two-third of the existing total
of underemployment and unemployment congists of the topmer, valus added per worker is
expecled to increass by more than 19 per cenl over the Plan Period 1.

The promotion of an equitable distribution of inegme is an important objcciive of the
Plan. To achieve this a two-pronged attack on the inherited income structure will have
to be made, First, it Is necessary to raise as many as possible of the poorest people above ths
“poverty line® by providing essential consumer goods at reasonable prices. The priorities
in the production programme are desiened to achieve this ohjective. The production plan

1 Very roushly, ths ealzulations ara as follows: Benchmark “offective emiplovment™=1 crore 80 lakhs,

banehmark coari’a] wadsriwnvorme=53 Lkl 901l bensymitk oanplovmznt -2 erorst 33 lakhs,  benchmark

vilua=added por ®arecar 2,173 Tiki. By thatrminad yeir “effectivecpiormrat”™ =2 eroros 34 1ikhs and gader
emplovment -+ 37 I3khsgo that otal omoloyogent=2 ¢roces 71 lakhs and valus-added per worker=2414 Taka,

L .;_‘? i
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#s also orcnted  towards the satisfaction of the demands of the low-income groups. The
production of commoditics and servives which have high elasticity of demand with respect
to tha incam23s of the poorer groups i plaanzd to expand fast Low-incomz housing,
chezapar varizstiss of textiles and various kinds of Inzxpensive consumption soods are among
these calegories of goods. Special jprogrammsas for the improvement of nutritional standards
have also baon formaulated, The details of such programmes are discussed in ater chapters.

The large inputs programmie i the tureal areag are to be formolated within a2 broad
institutional framework which will make a special effort to concentrate the benefite jn the
hands of the smaller farmers. In the past such programmes benefited the richer farmers
more than the poorer ones. Conscious and cifective pelicies will be adepted to avoid the
ropetition of the past experience,

Seeond, measures  will have to be taken to discouwrage high individual incomes angd
consumption, This will be achieved by the economic and social polivies of the Government,
the groundwork of which has been laid by the Natiomalization measures and the Indusirial
Policy and by preliminary steps towards land reforms and the limitation on private owner-
ship in the transport and forcigy Lrade seciers, During the Plan Pedod additional measures
will have to bhe devised including fiscal measures to tax uncarned and high incomes,

24 Physical Consumption and Prodaction Targets

The Plan sima at attaining minimyn consumption standards of essential conswmer goods
as well as at accelerating import substituticn and export expansion in sclected areas,

The following table indicates gor capitg consumplion targels in the lust year of the Plan
gompared with the levels in the immediate pre-Flan year, fe,, 1972-73 and the most recent
sspprmal yeur™, fe. 19659-Th

TABLE TI-5
Per Capita Consumpiion

1969-70, 1972-73, 1977-78,
My ey ———y

1, Rice {oz. por day) o = o - 15-41 12-91 1561
2, Sugar (lb, per year) .. - - . 4-22 3-00 4.43
3. Cigarettes {unils per year) ¥ e i 263 139 280
4. Teoxtiles {yurds per vour)t : - - T 4-4g g-14
5. Tea (Ib. per wyoar) . - .- - 0-14 016 0:22
6, Electricity (KWH per year) = = et 1463 164 335
7. Gas (¢, fr. per year) .. s i s 5-27 4493 21-37
5. llowmsing Service (Conatant Taka per year} .. - I 33 18

| 1969-70 figure for toxtlles i8 o tenfatiye esrimars based on the gygrage for lato sixtios,
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Per eapita rice consumption in 1977-T8 will be about 11 per cent abowve that in 1972-73
but only marginally higher than the relatively high 1869-T0 levcl,

Per caplta cotsumplion of most other foad items will increase significantly over the
current vzar's iow level byt comoared to 1969-70 the increase will be less substantial,

Per capita consumption of textiles was diastically cuptailed during 1972-73. In 1877-78
it ig expeeted to be nearly two-thirds higher than in 1972-73. As compared Lo the vear
[969-70 the increaze will be more mndest, that is, about 9 per cent,

Por capita hrusehold ennsumption of electricity will more than duouble and that of gas
more than quadruple. It should, however, be noted that the eonsumption of both  will have
gangraphical eoncentration and the absolute levels of the national average will still remain low
compared to other developing counlries,

One final element of exmsumption, housing service, needs special mention, Lor decades
this has been a lagsing component and its per capita availability declined significantly.

The Five-year Plan puts emphasis on the growth of housing, Tt is planned that housing
service will increase faster than population.

A description of gansumption will remain incomplete in the absence of some discussion
of the so-called “soeial sonsumption™, In this category will fall items [ike health and educa-
tion. TRadical improvemenls are expected in these areas. Tho number of hospilal beds will
increase hy B0 per cent to 222 thoussnd with very significant decentralisulion. Enrolment
in primary schosls will po up to 85:9 lakh which will be 73 per cent. of the children of
ihe relevant ape-proup as compared to Just over 60 per cent toduy. .

There is no denyinz that the average consumplion Jevel in 1977-7¢ will still rerresent
dismal poverty. Bul compared to the circumstances obtaining today in war-torn Banzladesh
it will represent a qualitatively dillerent sitvation and provide a mimimum material tasis for
further social aud econamic development. To realise a higher level of consumption by the end
of the Plan would have imelisd = higher rate of dependence on external borrowing because of
the scvere domestie rcsourCe constraint,

Table T1-6 suramarises infarmation ghoul the majsr physical targets of the Five-year Plan,
Corresponding information about benchmark production is alse shown wherever available,
Benchmark in this contexl refers to the levels achieved in the [ate sixties and not to the
generally low levels in 1972-73 (except in speciul cases like fertilizer and water iranspore in
which capacity in 1972-73 has been higher than the late sixties). The lable shows only the
mare impotlant targets leaving thedelails 1o the seotor plans below,  With a fow sxceptions, the
rate of grewth Fur cach good and service mentioned in the table will be higher thun that of GDP,
in many cases substantizlly higher thanthe rate of grewth of GDP. This is becanse grnwth
in outpnt of mast ot these products 1s aimed at both  inereased consumption and import-
substitution. T many cases import dependence has receatly been increased due Lo the sever-
ance of what was regional trade with Pakistan. Rapid imnort subsiiiution programmes have
been planned in many such eases. Outstanding among such cases are ilextile yarm, cloth,
oil-sceds, tobacco, cozineering poads, fertilizer and stesl, However, imporf-substilution of
the final product will oflen mean inercased import of raw material. Thus, for example, the
import-substitution oi steel will inercase the import of pig and serap iron,
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Elsewhore high growth in oulpur will be tnduced by cxport expansion, Raw jute and leather

products are examples of such cases,

Seme of the very hiph rates of growlh are reflections of very small levels of output in

the basc year. Examples are wheat, raw cotten and, w a lesser

ngering. Even afler such rupid prowth the size of such sectors will remain small.

extent, sleel and engi-

As already indieated, social sectors like health and education will have very nigh rates
of growth, 50 will be the case for many infra-strugtural facilities, e, g., post and telephone,

Growth in water and road transport capacity will be higher than that of GDP while
that of railway will he lower, It is believed that vast scope exists for improvement in capa-
gity utilization in transport, The Plan puts considerable emphasis ot such improvement,

TABLE II-6
Major Physical Targets of the Five-Year Plan

Unil level Year
level
i 2 3

i. Bice Lakh Tons 112-40 150-80

2. Whet Lakh Tons 0-90 3+60

3. Jute s i Lakh Bales 66-60 21 -
4. Tea . Lakh Lbs, 630 g10

5. Tobaceo .. e Lakh Lbs. 870 1475

6. Supsrcanps . o e .. Lakh Tons &0 74-20

7. TPolalo Lakh Tons 7-80 11-10

8. Oil-seeds .. e = Lakh Tons 2+00 4,00

9. Pulses Lakh Tons 2-90 3:50
10. Cotton i i i Theuwsand Bales 13 63
11, Milk and milk products Thousand Tons N.A. 1005
12. Meat Thopzand Tons M.A, 210
15, Eggs Lakh Units M.A, 5200
i4., Fishery Thousand Tons MA. 1021
15, Jule textiles Thonsand Tony 5a7 TG
16. Textils varn Lakh Libs, 63 1975
17. Clgth Lakh Yards 2792 7530

[

Benchmark Terminal Percent-

age
Iﬂﬂfﬁgﬂﬂ

385

129
170
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TABLRE 1I-6 (Conid)

Unit

18
19,

21.

2
25,
26.

28,
20
3o,
31.

a3,
34.
35,
36.
37.
38.
38,
40,
4].
42,

Engingering goods ..
Ship-building = %
Steal

Fodilizer ..

Perro-chemical 5 g s

Poper and Pulp
Supdr

Leather .-
Cinema Housc

Telephone ..

MNew Post Office e & e

Rural Health Centres (Thana level)
Rural Health Sub-Centres (Union level)
Huspital Beds s
Frimary School Enrolment

Secordary School Enrolment ..

Railway : Passcnger Miles L,

Railway : Ton Milcs e "

Buses in operation

Trucks in operation ..

Inland Water Transport ¢ Passenger Miles

Inland Water Transport : Ton Miles

Installed Generating Capacity

Power Trapsmissien Lings .. i

Power Distribntion Lines

Thousand Tong
Lakh Taka
Thousand Tons
Thousand Tons
Thousand Tons
Thousand Tons
Thousand Toos
Lakhsq. i1,
Mos,

Thousund Units
MNas.

Nus,

MNos,

Thousand Units
Lakh Siudents
Lakh Siudents
Lakh Miles
Luakh Miles
Nos,

Nas.

Lakh Miles
Lukh Milcs
Megawatts
Miles

Mile=

- e i

Bench- Terminal Percent-
Ilillzilrlei{ ;[v.;iﬂi Incﬂfc:lﬁ:
3 4 5
112-2 425-1 279
2453 810 230
20 450 463
216 1032 378
= 433 -
593 10§.9 84
10G-5 148 39
626 1694 171
120 220 83
60’ 1365 106
Ga00 10325 56
140 356 123
Nil 698
12:3 22:2 Bl
ol 8590 43
17 266 56
20610 25760 23
4400 F11920 23
T200 10030 39
11100 145%0 3
5180 5510 i |
3740 5280 41
545 il g3
647 (210 a7
5620 18130 213
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2-5 Trices and Wares

The Five-Year Plan estimates are based on constant prices of 1972.73, The price move-
ments during the Pian Period are of critical significance fur the implementation of the Dlan,
A menieral risc in the price level wonld ingrease the meonetary outlay reqquited  to  achicve
the planned investment in real tevms. It will discourage private savings; furthemmore, it will
adversely affect domestic resonrce mopilisation, specially since the Plan so eritically relics on
the mobilisation of private savings in the form of financial assets. It will restrict exporis
and frostrate atlempt to face the competition of syothetics in the case of the major export
commodity, f.e. jute und jute products. The risein prices of & few essential commodities
like Toodgrains, cdible eil, sugar, and cloth pushes up the general price level. They
raise wage cosls as well 43 the prices of sgricultural products which the agrculturists
must sell in order to buy the essenlial oconsumer goodsat hipher prices. The adverse
impact of inflation on landless labourers, small and deficit farmers i the agricnl-
tural sector and the casual workers und fiked ingome carners in the urban areas have highly
destabilising social consequences. The Government is subjected to high pressure o provide
reliet, either in the form of outright grant or of test relief, which while involving employ-
ment in peripheral  roral works de gol yield output or increase productivity, The pressure
for inereases in wages is also intensifisd.  Allthose lead to aggravation of the inflationary sitva-
tion. Thers is no unuiitised eapacity in the ceonomy which ean be used to increase output
without help of imported inputs or supplementary real demestic resourcss to offset the
pressure of ingreased monetary demand, luo view of the above cirenmstances, the Plan lays
major emphasis on approprizte fiscal ana monelary policissto contain inflation.

The abnarmul riss in prices is the most striking feature of the current econumic siluativn
in Bangladesh. Prices have probably itcreased by over 80 per cent between  the day of
liberation and June 1973 il the scasonal factors can be eliminated although the prices of some
essential consumables have mercased by much more, Very briefly, the cavses can be idenlified
as: (a) the sharp dzcline in the level of pruduction and supply caused particularly by the
failure of four consecutive rice harvests and the disruption and slow recovery in indusirial
production; (b) strustural adjustinents due to eost inerease resulling from exchange rate ad-
justment as well as change in the source of supply of some major inputs like raw ¢otton and
wage increass; () increase in monctary demand as reflocted in the sharp inerease in money
supply: (d) fuilure of the distribution system 0 cope with general shurlage, and (&) a
general rise in world prices of imports, which has particularly affected such essential items
as Tood, edible oil, raw cofton and collon yaen,

A low conteiburing faciors are diseussed below:

(i) fafi in preduction—Rice production in 1972-73 was abuut 15 per gent Jower than that
al 195970, Since in the meantime popalation has mercased, the per eapite riee oulput
Jeclined by more than 20 per cont, Lven with o massive import of 28 Jakh tons, there has
remained a snbstantial gap between requirement and  availability.

Cc—4
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Industrial owtput in 1972-73 wus wbout 30 per cent, lower thanthe nermal output of
1969-70, In terms of 1969-70 output, the juic industry’s output was 28 per cent lower,
the outpu: of volton textile industry was 23 per cent lowerin varmand 3 por cent lower
in cloth, end the output of sugar was only onaifth, There wae shurp decline jn the ount-
put otfmost other industries, oxcept fertilizer, steel and ship-building whose output surpassed
106070 level,

The two moat fmportant zeasons for low indostrial output are (a) inzdequacy of munage-
ment and (b) inabjlity to motivate lubour for disciplimed and efficient work., In a4 sensc,
the two ressons are inter-related. Industries suffered from lack of ckpezienced management.
Other problems aflcoting industrial efficiency arc power shortage, [requent power failures.
insufficient supply of spares, transporl boltlenecks, burden of irherited debt labilitics, cte.

(ii) Transport bottlensck—Wvhile damaged bridges, rouds, ete., have curtziled the carrving
capacity of the fransport system, operation of transport services suffercd badly duc to Jack
of co-ordination. For lack of co-ordination and efficictt manzgement 1ull use was not made
of tragsport cquipments . For example, barges and tugs carrying food within the country
recordad mueh longer “turn around” period than hefore: there were large numbers of rail-
way wigons which were ineffective for want of small repairs and sparc parts.

(ifiy Distriburion problems—It has become evident that the prices charged by the wholesalers,
sole-zgents, und Iicence holders are far ahove the cx-lactory costs of domestic produvets
or the landed costs of imported goods. The bip warging appropriated by the middlemen
speak of the degree of imperfection of the merket, While the Covernment has  control
over the pricos charged by public scctor indusirics and by the State Trading Corporation, it
can (o wvery little in controlling the prices charged by the middlemen. The Iarge number
of fuic price shops set np by the Government could net meet (B needs of the  silvation.

{iv) Fmports and eiports—At the time when there was very severe shortfzlls in domestic
production, imports were alse much lower. Non-food jmports in 1972-73 were about 30
per cent, less than what it should have been to meet the requirement, Apuart from shortage
of foreign exchange resonrce, import policies and the operstion of the import trade [ailed
te meet the chullenge of the (ine,

(¥) Monetgry managemeni—Thelimited supply of goods wasthe major cause of abnormal
rise in the prices. Hut in addition the Izrge borrowings by the nalionalized enterprises
from the commercial banks accentnated demand, Since liberution, money supply increased
by B3 per cent, by the end of March 1973, Such a high rise in the woney supply duping
the period in which the economy was experencing severe shortlzlls in the supply of goods
led to an cguivalent inerease i wverage price isvels,

Cne of the obiectives of the Plum is to ersure thal the level of prices in 1977-78 is
at least slightly Dbelow what 1t is today. Hogecasting futnre prices, perticularly those
as remote as five-year hence, is a hazardous occupation, Such [orecasis should not be inter-
proted to mean anything more than the determination to follow certuin policies with respect

i
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to monetary deomund and compenents of costs relative to expunsion of euiput and pro-
ductivity. Also such [ercessls can be falsificd by jnternstions] ficters cven when deomestic
policics are consistent with the objective.

lt is  important to outline the time profile  of the  genera]l  price  level
Belwern mow und Lhe Llerminal vear, A pgood desl of the rise in  prices in the
Iast  wear has been dus to structural factors.  These factors have vaned  between
mdusiries.  They have been of high  significance for industries like collon dexliles which
now have to pay much more in terms of take for the import of raw cotton which ig
the biggest component of cost, In other indusides with less significcal dependence on
inputs whichare forcign trade oriented the structurs] cost adjusiment hes been less importsnt,
Ax oA wery preliminary approximation it appeirs ressonchle fo suppest thet the stracturel
luctors (8nch ag rising world prices of imports, the opening up of new trede possibilities with India
and the ¢onsequent need to allow adjusiment in relative prices, would sceountl fer sgmething
like 60 per ccnt pise i prices) since liberation. Thezest would msinly be accounted [or
by decline in supply and incresse in monetary demand,

In pringiple, therefure, it would he possible (o lower the gencral price Jevel
te mot more than 60 per cent higher than  the level obtaining immediately after
libcration (adjusling [or scasonalily) once production recovers and sufficiently deflationary
policies are adopted to curb monetary demand. The price objectives of the Plan
1ot the near [wture are omodest,  The reasons should not be far. to szek.  While
the recovery in output may bes expected to be rapid provided bpature is not  too
unkind, it may not be possible lo adopt spfliciently deflatiomary policy o near
Mutyre. To foance the roguired currenl and development expenditure consistent with the
needs for ceonemic recovery and growth, 4 certain amount of bpank credit and mowetary
gxpansion will be tequired given the current abilily of the Govermment o tax and raise
revenue by curbing consumplion, A realistic assesyment of the possibilities along these lines
shows that forther growth in monetary Jemand may lag only a little  behind  the
expansion in supply of goods and services.

1t must be cmphasised that the achievement of thizs raodest objective would require a
preat deal of financial and fiscal discipline. Also, we must be able to  crnsure
normal and steadily growing agricyltural production,  Finally, 1o olewr peversal of the recent trend
can be expected wntil und unless the aext major rec harvgst {gman iz Movonber-Decomber,
1973} proves to be at least a noviual one.  The aboommal rise in the proce of foodperains
iz doe to severe drought last wear. If weather conditions in the latter part of 1973 ame
normal and implementation of the agiiculural programme successful, then it iz likely that the
price of foodgraing will register preater decline than general prices. It should he noted
that over the last ono your, money (ncomes and waeges have also considesably increased so that
incrcased output can at best reverse ths rising trend in eneval price to a limited extent,
The need for stability in the prices of scme essentizl items will reauoire special measures
like control of distribytion,
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Tt shoyld ba obvious that the above analysis i3 a  very temtative one. The process
of ptice changes in 2 predominantly subsistence economy e¢anm hardly be forceast with
coafidence, At the moement it i impossible to forecast the extenl to which a bumper rice
haryest through a sharp reduction in the price of rice can influcnce the general prics level
by initiating a reduction in the wage codts and in the “cost™ in the large self-employed part of
evonomy and cawsing a cumulative effoet on the rest of Lthe coonomy,

Although wages have incrcased less than cost of living the orpanised industeics have
witnessed @ sharp dse in wage cost per umil of physical oulput due Lo meliciency and

declining productivity,. A complets reversal of such trends is 8 necessary precondition  of
industrial recovery.

On the othor hand, wage rates are due (o be reviewed soon and there might be an
upward revision, It iy essential that such increases are kepl v a minimum. There are
important reusons why wase rafes in modern industries shovld not be allowed o rize fust
Spmz of these industrics, notably jule textiles, conttibute sn overwhelming share of the
nation's exports. An iocredse in wagss ahead of productivity in these industrics will saciously
jeopardise the compstitive position of the relevant exports and pecessitete change in the
rate of exchange or adoption of cguivalent mgasures,

In & more fundamental sense wapes b modern industries need to be Kept at a rea-
sonable levsl cyen if ayerage productivity is high. This is because of the special kind of
industeialisation programme envisaged in the Plan., If small scale and coilage activities ars
to be promoted to ensure growth in employment it is important that the differential between
wages in these enferprizes and those in modern large-scale enterpriges i not too high,
Otherwise industrial dualism will emerge with consequent tensions. It should, therefore, be
a major objective of Government policy to cnsure that wages m Lhe modern sector of the
cepoomy dre oot oo far above the earnings clsewhers in the ccomomy.

Within the general criterin outlined above, the stroctyre of wages should aim at pro-
moling incentive and efficiency, Differentials should be appropriately structured lo maximise
wcentive to achicvs higher productivily,

Given the shortage in cefrical supplics and infationary situation, the Plin lays emphasis
on {a) inereased supply of essential items throuph domestic production or imports, (b) mea-
supes to comain demand and (¢} institutional arrangamenis for more efficient physical
movement of goods and a 1uore eguitable distribution thereof. The main focus of pelicy
rezarding stability of prices 15 to ensure adzguate supply of a Iew items of consumpiion
through specinl measures while the supply of the rest of the items will he repulated by
menns of overall economic and fiseal policies.

As the foregoing sections indicate, the Plan provides for an increase in the supply of
foodgming, -ediblo oil, sumar, coarse cloth and kerosenc, housing and fransportation services,
These constitute a very largs proportion of the household budget of the poor scctions of
the population, Special provision -has been made, in spite of an aceclersted apgricultoral
production programme, for emergency imports of foodgrains over the Plan petied to
meet the effects of adverse weather conditions, Lomng ferm arrangements are being made
lor the supply of yarn, crude o1l and ediblo oil (oilsseds and refined) from abroad, so that
interruptions in the sopply of import: de not offset the domestic distribution programime,
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Secondly, striet financial and fiscal discipline must be ohserved so that expansion of
moietary demand is kept under control. The Plan envisags: a high interest rate policy
and considerable extension of the services of financial instilutions [or mobilising private
savings. The excess liguidity in the hands of the public, which poscs a constant thrcat o
the stability of monetary demand, must be mopped up or immobilised,

Thitdly, the Plan emphasizes that while tha organised groups of workers in the modern
sector of the economy, including the public enterprisos, sueh as industrial workers, low
income government employees, tsachers, Thealth werkers, elc,, constitutc a4 wvory vital
and productive sepment ol society, they ars nomnetheloss a small part of the entire popu-
lation at the low stratum of the ineome fevel, The small farmers, landless labourers,
the workers in the cottage industries in the vuval areas, and the casual workers and self-
smploysd in the trade and serviec: sector im  the urban arcis constitule by far the 1ar-
gost segment of the toiling masses of Banpladssh, A disproportionate shiflt of real incoms
in fayour of the organised pressups groups in the wrban areas, who are undoubredly poor,
would lower =ill further ths ceal income of the poorer scctions ol the community who
have inadeqnale bargaining power. An increasc in wages of a particular group withont
an incrocasc in productivity would aggravate inflation without increasing the real income of
this group and add to the misery of all,

Fourthly, one of the important boitlenscks in the past has been the ineffective im-
plementation of the import programme, The procedures of imports ace being stroamlined,
so that delays in the distibuvion of import licensos as well as in the actual task of im-
portation ars minimised. The Trading Corporation of Bangladesh would restrict its opera-
tions to bulk ftems which yield economics of scale in handling and purchasing operations
and wonld gradually build up uxpertise and market contacts in selected ftoms. There will
be greater decontralization of the task ol importation amcng the nationalised enterprises
which are expected to make direct purchases of their import requiraments of raw mate-
rials and sparss sothat delays could be reduced through direct contacts between domestic
anrchasers and oversoas suppliers, The distribution of import licenses in the private sac-
tor would bzso organised as to muke the volumc of imports by each individual importer
ceonomically worthwhile, A pgreacer decentralisation of authotity topublic sector agencics
in respact of purchases, which require spot decisions and which are unsuitable Tor the
prevailing tender procodures, will be undertaken along with adeqpate checks and balances
to prevent misuse of delepated authority, The institutional arrangements, including bank.
ing arrangements when improved, an: likely to reduce the long gap between the issuance
of licenses and actual arcival of imports,

The coordination of transport facilitics, startinig from the ports downto major inland
distribution centres is expected (v improve greatly, with a more effective functioning of the
transport eo-ordination cell,

Lastly, it is rocognised that so long ag there is shortage and pressure of excess demand,
there is no escape from relying upon rativning and distribution at controlled prices of the
essential items, Already, foodgmins, sugar and edible oil are distributed through a rationing
gyatem, There iz compulsory rationing in three citics, i.e., Dacca-Narayanganj, Chitfapong



and Khulna and in the rest of the country only a part of the populatiensse  covered,
While in the small citics and rural areas, emplovees in the public sector, including indus-
trial workers, are covered by the rationing system, the rest of the population get occasional
supplies of these three cssential items, and that also is limited to the lowesl jncome groups,
It is intended to expand the coverage of the rationing system graduallv, consistent with
the ability of the administration to organise distribution agencies and centres throuphout the
country. The Consumer’s Supplies Corporation would gradually cover more than the 4.000
anions (a cluster of 10 villages) as it improves and expands physical facilities and trains
up staff. Tt iz easier to undertake & public distribution syslem s0 long as the bulk of
the supplies is obtained from imports or when domestic ouiput is procurcd from a few
suppliers. As the sources of domestic procurement maltiply, =0 alwo do the difficuilies in
management and administration. Tn one field, ie., food, the Goverament would need to
undertake domestic procurement on an extensive scale. As domestic production of food
replaces imports, the sources of supply for the rationing system will become dispersed all
over the country side, among the surplus farmers. The Government would have ta procure
from surplus farmers and surplus areas, and distribute foodgrains in the deficit rural arens
as well as in the urban areas. The existing system of {ransportation of foodgraing from
the port to the consuming centres will need to be replaced by procurement and transpor-
tation of food over all the areas of the country.

The ration shops as well as the [aic price shops under the Consumers’ Supplies Cuor-
poration would need adequate guantities of supplies to be run economically and efficiently,
considering high overhead costs in the publicly run distribution systeml. The problem of
mandgement and supervision of retail shops spread all over the country is quite consider-
able. The government distribution system is, therefore, to be limited to a very few items
which are in short supply and which can be easily managed; it should in no case attempt
to supplant the existing system before making sufficient preparatory arrangements and gaining
Necessary experience,



CHAPFTER 1II
STRUCTURE OF THE PLAN

3-1 Sectoral Allocalion

The Plan provides for public sector development expenditures of Tk, 3952 CTOFEs, privats
financial development owilay of Tk.503 croresand invesument in the private subsistence sco-
tor of Tk.585 crores. The strusture and scetorul zllocations of development outlays are
shown in Table 1I-1. As much as cne-third of the estimated Tk.503 crores of private finan-
cial development outlay would be in housing and various self-employing economic activi-
ties.!  The rest would be in the organized modern sectors of industry, trede and trans-
port, but subject to limitations placed on such jnvestment by the Government’s policy on
privatc ownership of assets in verjuus scctors,

A part of overall development owtleys, particularly in ihe frst ¥EET, relidles 1o rcons-
truetion Following the destruction prior to and during the war of Kbe¢ration; most of the Plan
outlays are, however, for expansion of productive cupacity and further development of economic
and social infrastructure. The contributions of the planned development outlay to cconomic
grawth in the country is, therefore, best assessed by reference to growth during the five years
beyond the level of the benchmerk production levels rather than the tota] improvement from the
depressed Tevels of 1972-73,

The sectord] allecations of planued development cutlay have hed to bhe made consistent
with consumption targets, mies of growth of exports and of import substitutiom, a5 well g5
with the interscetoral relationships. Investment in in dustry necessitates related investment
in lie power and iransportatiom sector as well as in trade sand ancilliry serviees, Imvesi-
ment in the social seetors such as health, education, and family planning, was deternvined pri-
raarily by the need to meet postulated social abjectives, The main thrust of the Plan, however,
12 in the agriceltural sector, 1 vicw of its overwhelming importance, The requirements of a high
rate of growth in agriculturs have been reflected in terms of interreluted invesiment in the 1est
of the economy, .

1 The malyre and composition of development owlays fn the private subsisicoce spetor i3 discossed in
gection 3.3 below in this chapier
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TABLE TTI-1
'The Structure of Plupned Development Catlay

(Taka in crore)
Mon-finan-
Finuncial Development Ontlay cial Develop-
ment Outlay;
Sector Tirvest- MNon- Public Privags Privale
metit Invest- Taotal Seclur Sector | Subsistence
menil Outlay  § Quotlay | Investment
1. Mgricufture and Water 895 1a9 1067 1041 26 \ 120
: ; {24-0) (26-3) {3-1) {22-1)
' 3. Industries .. . T9% 79 877 734 139 18
fe-7 (18-7) 277 (3-13
3. Power and Matural Re-  #15 107 522 522 = —
SOULLES. r1-7 (13-
4. Physical Planning and 299 152 451 315 136 | 242
Housing. .. 5 (19-1} (&-0 (27-0) (41-3)
5, Teamsport .. i 460 125 594 528 &6 —
(13-4) (135 (13:2)
0, Conpnunicaiions s —_ — 114 114
(2-3) (2:9)
7. Edueation and Wan-power — — 316 316 = 14
i-1) (-1 {58
& Healih and Sovigl Wellare — _— 220 220 222 -y
; {47 (56
9, Tamily Planning e — — 70 70 — =
| (1-6). (1-8)
10, Government .. o — — 26 26 — —
(0-6) (0-7)
11, Trmde i = g — 170 G2 108 101
(3-8) (-8 (318 ]| a3
i; 2. Miscellangous Service .. — —_ 28 e 28 61
] (0-6) {3-7) {10-4)
3760 636 4455 3932 303 i 385

. For some sestors, distrfbution between investment ond non-lovestienl exPenditures has  not
been mads.
2. Figurea in parentheais Indicate percentapes of column totals,
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Agriculture and water sector including rural instiutions, irvipation and  fisod eontrol
has the highest sharc of resources, that is, about one quarter of the total. This soctor includes
crop producdon, livestock, forestry, fishery, irvigation, flood control and works programme,
but excludes storapge and markeling except of the rudimentary types taking plee as anciltary
activities, Ministry-wise allocations lor A gricuitural development during the First Plan Period have
been shown in Table VII-39. Storage and marketing activities are included in trade sastor. Only
a very smal] proportion of develo . ment outlay in this ssctor is accounted for by private monetised
outla¥. This i8 hecguse of the inclusion In the sector of fluod control and irrigation projects and
works programme which arc by nature public seclor activities. Moreover, the small scale peasant
agriculture of Bangladesh roles out laree-scale projects like tube-wells and low-lift numps
™0 be financed hy private savings alone. The publie scctor has to provide the initial capital
lop such investment, itcluding the ereation of workable institutional facililics for co-opera-
tive effort. The main fonction of the public sector would be to remcve the diliculties
standimg n the way of private or co-operative cflort by providing finance and techmical
assistance,

Industries have been ullocated about 20 per cent of lolal inancial cutlay, These include
the large sealc, small seale and cotluge industries. Petroleum refining is, however, cxcluded
from this sector amd v included in the matural resources sector. Industries also include cold
storage and a telephone and cables factory which forms an integral part of the communica-
tions sector’s programme.  Inindustries, the private sector accounts for neaply onc-sixth of the
total outlay, This reflecls the Industrial Policy as announged in January 1973, Any undertaking
requiring more than Tk. 25 lakhs of fixed capllal investment will have to Bo sct up under
public ownership, Sinee the Plan will be dominated hy some very big projects in the Public scotor
{e.g.. in petrochernicals, cement and slecl), the outlay inthe private sector would be a small
proportion of thetotal allocarion to the industries secror, despite the heavy emphasis in the
industrial programme on small seale enterpriscs in terms ol number of projects.

[t would, however, be wrone {o 1hink that private sector will not have a Very important
role to play. Apart from textile weaving which will be dominated by handloom and cottage
wenvers, the private sector, bascd on modern technolngy, will have a crucial roie to play
in industries like edible oils, fond processing, lextile garments und products, leather products,
eonsumer chemigals, metal produets, small scale cngineering and repairs, furniture and varous
types of eonsumpilion goods. Industries like sugar, jute iexiles, large-scale catton mills,
paper, rertilizer, petrochemical, cement and steel will. however, by their very requirement
nf heavy investment exchuwde any private aetivity.

The transport and communications sectors claim neardy 16 per¢ent of the total finan-
¢ial deyelopment expenditure, mostof it in the public sector, Transport includes rail, rcad,
water and wirways. It also includes international shipping, Communications include post
office, telegraph, telephone as well as meteorological suevey, radio and felevision., The privale
sector, operaling mainly in road transport and smaller watercrafts, would absorb about
11 per cent of the fotal allocalion for the transport sector, The public share is large,
since heavy investmen! oriented facilities like railways, road building, port facilities, civil
aviation and internationmal shipping are invariably in the public gector.

The sector of power and natural resources claims about 12 per cent of the financial
development expenditure, all of it teing in the public sector. Power aud nalursl resources
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includs elsctricity, gas, petrolenm refining, geolopical surveys and sclentific and technical
research. The main emphasis will be on transmission and distribution of electricity with
relatively small investment in powsr gemeration, There will also be sharp expansion in the
production of other kinds of energy, mainly gaz and petrolenm refining,

About ten per cent of the total financiul development expenditure poes 1o the sector of
physical planning and honsing and a3 much as one-third of this is in the private sector.
Physical planning and housing includes private dwellings, public bulldings, ancillary Facilitics
for housing including sewerage and water supplies. It also inclodes toutism and  related
facilitics. The large allocation to this sector represemts a reversal of past trend. 'This
sector hag lagped far behind other sectors and way behind population growth, The relatively small
share of the public sector in this sector derives from the fact that most dwelling houses,
cspecially those located in rural arzas, will be built by private individuals -l co-ppeTatives,

The five sectors listed above would absorb more than three quarlers of the total
development expenditure, The remainder would be distributed among Cducation and Manpower
(7 percent), Health and Social Wellare (47 per cent), Family Planning (16 per cent), Go-
vernment (0-6 per cent), Trade (3-8 percent) and Misceilaneous Serviees (006 per cent),
While the definition of some of thase sectors requires no elaboration, the last three items
need some explanation. Usoally the allpcations [or thess sectors are not specificd although
a comprehensive plan must allocate resources to them, Thuys wader trade are ingluded allogu-
tions for retail trade, wholcsale trade, warchousing, ete. In the poblic sector, agencies fike
Jute Marketing and Trading Corporations, Consumer Supplies Corporation and Warchousing
Corporation will need resources to undertake capital investment, These have been provided
for under the sector heading of trade.  Under Government (rather than upder Education and Man-
pewer) are allocations for ageneics like the proposed Civil Services Academy, the National
Institute of Public Administration and the Government Officers Training Academy. These
and other Governiment agencies and institutions require resources for capital investment, pro-
vision for which has been included under Government,

The last category refers to Miscellancous Services [n the private sector. Public investnent
in such service facilities (hotels, etc) has heen merged with Physical Planning, There remsins,
however, provision for private investment in 4 wide variety of services, including professions
and recreational facililias,

3.2. Phasing of the Plan

The annual phasing of the Dlive-Year Plan iz a dillicull exercise under the best of cir
cumstances, The financia, outlay of the Annual Plan for the first year, 1973-74 has heen
fixed at Tk 5935 crores, ol which Tk.525 croves are in the public seetor and Tk, 70 erores
in the private sector. Another Tk 80 crores of non-ronetised investment will alsg take
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plage. To fultil the Five-Year Plan targers with the starling point at this level will require

4 rapid growth in expenditure in the following years, almost doubling in four years {see
Tuhle 111-2 below):

TABLE IIT-2
Phasing of Financial Development Ouflay

(Tata in crore)

Year, Total Public Sector  Privale Sactor
1973-74 > 505 | 525 v 70
1974.75 - 725 G435 30
|'9?5-fﬁ = 870 - 775 o a5
197677 - 1040 025 e 113
1977-78 i 12325 .. 1082 S 143

The phasing is to be treated as tentative and the possibility of anopal revision is implied
inthePlan, Infact, there is nothing particularly “optimal® aborut the phasing outlined in the
above tuble, Adjustment for short-tern developinents 1nust be made in each annoal plan 1o
ensurs Meaibilily, ;

Moreover, the Plan is formulated at today's prices. The growlh of development outlayvs
indicated will have to be in real terms. In other words, the annual programme cach year
will have to be inercased Murther if the price level of davelopment goods and services rise,
i each year's aonual Plan the sectoral shares of development outlay have to be determined
with reference to what are the critical priorities and potentials over time, Thus much of
agricultural investment in tube-wells and pumps will lave to be compleicd hy the fourth
year of the Plan (although substantial provision will have to be made also in the terminal
year if only for ceplacement) to ensure the objective of fooderaing selfsufficiency by the end

of the Flan. Thus the propramme in this scefor will have to start at a rclatively higher
level and aceelerate less sharply.

The Plan has been so formulated as Lo sccure  intersectoral consistency for the lermiinal
year as well as for the plan period as a whole, but full year-bysysar infer-temporal consiatency
his not been worked our.  This must be dope at the time of formulating the respoc-
tive anowil plans, It i unlikely, however, that the sectoral investment pallern could be
allowed to deviate widely from  1hat of the bwerall plan, Maoreover, import programmes

for the intermediate years will have to be designed so a5 to bear the byrden of adjustments
peeddud,

33 Non-monetised Development Ouilay

The Plan includes an estimurs of privace saving and iovesiment in kind called investment
in the subsistence sector. These (ypes of investment are seli-financing and corresponding
savings do mot accrue in the form of organised financial investmont, Morcover, they are
based not only on self-cmployed labour but also on self-produced lnpuls, i.e., they have a
very low percentage of purchascd inputs from the market, The required inputs are produced
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either on the homestead or on the Farms or are procured through informal barter or exchange
from the neighbours in the village, In addition, much of subsistence investment has a large
component of replacement and is short-lived,

In agriculiure, non-monetised investment ingludes huilding of dykes, repaic of wells, digging
of small canals and making of traditivnal implements and their repairs, In the industrial sector,
il comsists of the repair and maintenance of owner operated handlooms and varons Tydi-
mentary equipments for the coitage industries. The biggest component of subsistence invest-
ment 5 made up of construction and maintennnee of rural housing, 1t has heen assuymed
that abont 60 per cont of the cosstruction work in the building and vepair of rural
houses 1s traditionally undertaken in the form of subsistence investment,

The subsistence investment in education is the estimated contribution in kind received
from local communities in support of new educational institutions, The other components of
such investments are in trade (rursl shops, improvised godowns within homesteads. ete.)
and™ miscellancous services (village carpenter, barbar, tailor, local entertainment facifities,
communpity buildings, charitable institutions, ete).

The guhsistence investienl programme as outlined above is by and large “aulonomouns™
in mature, These activitics normally take place in tural Banglydesh, The programmes
May reqeire some encouragement from the institutiona) network that is being et up for rural
development.  Bot no organised effort at mobilising labour for collective aclions is implied
in this kind of investment. Thus the sybsistence investment propramme should not be mis-
taken for the special voluntary labour mobilisation programme for capilal consiruction,

In the Flan voluntary Iaboor mobilisation will play 4 completely different role. To (ke
extent such labour can be mobilised it will be possible to reduce financial saving requirement,
Many public seclor development programmes can partly be financed by saving 1n the form of
mobilising yoluntary labour receiving nedor less than inarksl) wuge, Examples are comsiruclion
of small roads, local irmgation canasls, vilfage community cemrres and so on. For projects
which are Tocated inm the rural arcas, benefits of which are wisihly available to the local
community, it should be powible to require the local community to donate land and labour
as a precondition to the inclusion of such projects in the Plan. The cssential distinction
between “subsistence investment™ as defined above and voluntary mobilisation of labour is
that the former is largely a private enterprise activity (though predominantly of fon-capitalist
type) while the Tatter is a -public scctor or co-pperative aetivity,

The amount of non-monetised invostment cnvisaged for the plan period is Tk.585 crores,
i, about Tk115 crores per vesar on an average basis, Considering that there are about
one crofe rural families, the amount of average investment per family would not be nore
than Tk, 115 per family in a year JTn 1973-74 this kind of investment is expected to be
about Tk, 80 per family, ie., about Tk, 7 per month per tamily,
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j CHAPTER 1V,
'? DOMESTIC RESOURCES FOR THE PLAN

41. Introduction
. The Plan requires considerable offorts in mobilising domestic financial resources both in
the public and private sectors. The required pattern ol domestic resource mobilization is
showi below:
TABLE 1¥.1,

Conponents of Domestic Resources for the Plan

Taka in Percantage
Crora af Total
1, Covernmant revenue surplus with 1972-TXiaxes and .. 537 20-0
1ax rafes.
2. New taxes and incregsed rax rates e o 623 231
3, Government domestic capital receipts {except from Private 350 13-0
Becton.
4. Privaie saving (excluding “unmonctized saving” and Time T2 26-7
Deposits)?.
3. Long-term borrowing |tom the banking gystem? < 360 i3:3
6. Guap to be covered by addiiomal measures .. i 106 3-0

' Tuotul ee 2,008 1008

Reverue surplas deprived from existing taxes, additional taxes and capila] receipts s
expocted to linance 56 percent of the telal devclopment outlay, Provate savingis the next
biggest sonres of fingnes fullowsd by borrowing from the lanking system. There stll remains
a gap, which has to be met by additional measurss to the cxtent o 4 per cent of the
required domestic saving.

42. Revenue Surplus from Existing Taxcs

Revenue surplus [roml existing taxes is expected to generare no loss than 43 per cent of
totsl domestic resources.  As detailed in Table 1V-2 revenue receipts of Tk, 2,340 arores for
the Plan periad are projected on the basis of taxes and tox rates prevailing in 1972-73.

t To avold double countitg, the accumulation of iime deposits, whose sffccts are refAected in item 5,
bas beett excluded from itomn 4. Thisiz axplained later,
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TABLE TV-2,
Revente Surplae with Exjsting Taxes apd Tax Rares

(Toka in. crore}

Customs Duty .. " 757
Excize £ i s 626
Sales Tax . & 243
Income Tax Vi i - o s 70
Land Rewetme ., vy i i e 23
Other Miscellaneous Receipts it i 5 237
Giross Receipts from nationalized sector (excluding Deaprecia 284
tivn Fond) of which: ;

Industries . Uy - 347

Banks and Pinancial Instituwtions .. 37
Revenuie Receipis i 5 o s 2,340
Rovenue Expenditure ‘e oo o ” 1,503

Revenue Burplus .. L - - e 337

The rewipts on account of major taxes, including customs duty, sxcise, sales tax, inconie
tax and [and reveriue, are expected to be no more than about’ Tk, 1,700 crotes on the basis
of 1972-73 rates, fe,, an antual average of about Tk, 240 croes, In the first vedar of the
Five-Yoor Plan the reezipts from these taxcs, on the basis of 1972-73 rates, are cstimated
10 be about Tk, 300 crores. The expucted receipts for the Plan period imply, therefore, an
average 2anual rate of growth of 3 percent to 6 percent, about the same rate at which
Gross Domestic Troduet is expected to grow,

The most imporiant itams of tax receipts are taxes on impors, ic., import doly as
well as sales tax o duty paid value of hmports. The total value of duable imports is ex-
pected to increase during the Plan period by more than 25 percent, The qantum of ex-
cisable commodities, {.e., main)y industrial production, is expected to grow At 4 rate o Jess
than 7 per cent whereas incoms from irade and other services including consiredion, js
expocted to orow betwoen 6 per cent to 12 per cent per yeaf. Howover, the tecaipts from
taxes other than import dubies are expocted to grow at a slower piace than the sectors
of the economy which conttibute these taxss. This reflecis the fact that the bresent sfructops
of 1axes ix mol very elastic. In particular the agricultura] sector is going to ettjoy increascd
putput and income but the eXisting system of land reveneve s not responsive 1o zrowtlh
i agriculture,
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Other Miscellaneous Receipts include various minor taxes such sg wialth taxes, salate
duty, capital gaing tax, wrban property tax as well as various fecs including registratiom
foes, stamp duly, ete. Receipls [rom vardeus public ulilities ang ellerprizes, excluding nationg-
lized indusiries and Laancial institutions, are also part of miseellaneous reeeipts,

In the first year of the Five-Year Plan, fe., 1973-74, the receipls from these various
minor heads are estimated at aboul Taka 36 crores, or Taka 47 crores if interesl receipts
ofl various cutstadding toans are iocluded. The (otal of such other regéipls grew rapidly
in past years, but from a low level. 11 is now estimated that while interest receipls may
register a slight decline during ihe Plan perica Lhe other receipls will increase al an annual
rate of 6 por cent. The total yicld from this source is cobservatively cstimated to averupe
about Taka 47 crores a year,

The nationalized sector, fe., manufpcturing industries and financial institugions, is
expected to yicld an average of Taka 77 crorcs a yesr, starting with Taks 44 crores in
1973-74, The nationalized scctor is expecled to penerate surplus aft 4 rate which, whils
higher than in the past iwo years, would still be lower in reai terms than what these
enterprises peneraled in the 1960°. The rale of increase of surplus from this sector has
been set comservatively for the earlier vears of the Plan but is cipecled to acoeleraie as
improvement in operating cfficiency starts viglding results,

The current replacement value of assets in 313 large and medium size public secior
industrial enterprises is conscrvatively estimaled to be Taka S00 erores as compared Lo an
original purchase value of sssets estimated at Taka 517 erores. During 1973-74 pross cash
receipls from ihe natiomalized cnterprises are estimated as follows:

(Taka in crore)

Ingome tax = i 3 o i 3
Thlerest on Joan g e i i i 12
Repayment of loan v - i i 5
Surplys or profits = . .. - 22

Taotal cash surplus i i 44

Thus the expected total cash swrplus in 1973-74 is projected to be about 5 per cont
of the replacement value, In the terminal yenr of the Plan the target s an equivalent
cash suiplug of 12 per cent plus o depreciation fund of 4 per cent of the estmated
replacement value eof assets. Thus the gross cash surplus is projected to increase from 5
per cont in J973-74 to reach 1€ per cent in 1977-78 as shown below:

Percentage of Revenue in
Year, Replaccment Crore

Value of Asssts, Talkas,
1073-74 o W - i 3 44
1274-753 5 Be i = 75 6%
1875-76 - i i i 10 90
1976-77 . - n - 13 17
1977-78 = S it i 16 144

Total 463

of which: Ilepreciation Fund 5 i - 116

Tax, Debt Service and Profit .. 347
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The surplus of Taka 347 crores from the nationalised industries muwst be  added
the surplus fram ths banks and insurgoce companies, The twaget estimate For 197374
expacts this item to yield ahout Faka 6 crores and a |0 wer esnt per ahtiym increase’
is projected for Iater years of the Plan yielding a tolal revenve of Takn 37 crores for
the Plan period as a whole,

Revenue cxpenditure is expected to register an increuse of about 10 per vent per
vear over 1973-T4, Botween 1972-73 and |973-74, however, there will be a sharpincrease
in rovenpe oxponditure of o less than 31 per cenl, i¢, an ifgrease [rom Taka 225
crores to Taka 295 crores. The increase in revenue expendilurce inthe first year of the
Plan has been occastoned by the nesd te build up an administrative and inslitutional structure
to  meet the enlarged respomsibilities of a new national government and to provide
reasonable infrastructure lor law-cnforeing apencies, as well as Lo accommodate the increased
cypenditure arising out af the recommendaticns of the Pay Ceommission, The Plan provides
for growih in revenue cxpendilures to be contained withii & limit of 10 per cent per year.
The composition of the revenuc cxpenditure in the budget for 1973-74 is shown below:

Revenue Expenditure in 1973.74

(Take I crere)

Direct demand on revenue 15
Civil adminagtration 104
Delence 47
Bducation a5
Health 14
Civil works : 9
Tuterest o 150
DOiher non-development expenditure .., 30
Contingencies ... b
Total .. 295

Total revenue expenditure for the whele Plan peried projectod on lhe above assumptions
comes to Taks 1,803 erores.  With revenue receipts projected on the basis of 1972-73 taxes
and pates at Taka 2,340 croves, a revenuc surplus of Taka 337 crores would be available
for development without additional taxaticn,

4-3 New Taxes and Increased Tax Hates

Additiogal sax meusures, imcluding new taxes and wpward revision in the rates of existing
raxes, are expected 1o yield Taka 625 crores or about 23 por cent of Lhe total domesic
resources for development, It vepresents an increase In tolal revenus receipls by uver one-
third compared to ihe Ievel of receipts projected from tases and tax rates in [972-73,
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Altopether it is a considerable tax cffort. Howewer, it 15 nol an  utirealistic térget in View
of the experience of other developing counirics, the potentizls for imensificeticn of (he (ax
efforts through reforms in the siruciure of teXes and of the rate and patern of cconvmic
growth which iz envisaged in the Plan, The tux clorts .will bc phased in a propressive

" matner over the Plan period, as the tax s¥stem is reformed and the prowih of the cconcmy

is acceleraied, This will also reflcet @ declining coniribubion of forgign capital inflow.

An {lustyative phasing of (he wield over the Plan pericd ftom additional 1ax measures
may be ag follows:

Yield from Additional Taxes,

Fiscal Year, {:T;;nrc:st i crove)
1973-74 23
1974-T3 6l
1975-76 110
1976-77 i 175
1977-T8 255

Plan Treripd ' 625_

—

11 the immediate future the main focus will be on ationalization and inerease 10 1he
rates of duty on imports and domestic excisable commoditics, The entire range of existing
vates of import duty will be reviewed with a view (o Tringing closer the present
widely varving rates of effective preotection, except where such warfations ape justificd by
snecial needs for infant indpstey protection, by reason of diffepential external ceangmics, or
by the oesd o meet secio-political objectives. The sales thxes which are related to imports
have to be similaply rationslized,

Roth :he import duties and sales tax on imports can br sclectively incredsed to mop
up ut least a part of the scareily premia which imported goods carn jn the lecal market,
Il will be recessary to devise the sysiom in the light of domestic demund snd availabiliy
o that the scarcily-premia are siphoned-off without being passed on 0 a significam extent
Lo the final consymers. The adjugtment of the fmport duties and sales tax on imports
would invelve gorresponding vpward adjusiment in the domestic excise duiy in oglor to
ensure that the protective offcct of the tax and import licencing measures do not merely
reenlt in windfall profiis o the domestic producers of import subsiitvies or 1o the whole-
sale nr retajl distribution agemeics,

Both in the case of cxeize dutics aoud sales luxes, there dre now excmptions and Joop-
holes which do not stand rational scpwiiny. For example, the standard zate of sules tax
on imports i3 20 ver cent of the duty-paid C, and F, wvaluc of imporis, but due to the
many exemptions and looploles, the revenue from this source has been barely 7-5 per cent

H—a
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of tar wulaz of datiable impocts in the recant past, The rationalization of the inheritad
structare of taxes will bz dealt with as a matter of urgency so that changes ean be ini-
tiated in 157475,

In view ofthe preponderanze ofthe public sevtor in modern industry and trade, a lurge
patk of the total income gencraled in the modern scctor of the economy outside of  agri-
culture originates inthe public sector, The incressed vield from the nationalized industrial
and linancial enterprises hasalready been taken inte account. But the trading anterprises
in the public sector must wiso yield profits, In the cxport and import seclors state enter-
prises bave a large share, The prolits which would have acerued to privaic traders will
now accrue to poblic sector enteryrises, if they are run efficiently. There is no eScape from
increasing their operating efficiency. If they are run efficiently on a no profit basis
then the auents and distributors will realize larger profits, A share of such profits must
be captured either by dircet taxes, or by inditect fees and levies of other kinds,

The yield of income tax is very poor in Bangladesh because a large number of rlatively
small Income eamers whe are self~zmployed or are enguged in professions and trades of
various kinds cun ¢vade tazes, The net of direct income taxation docs not exlend with any
degree of efficiency beyond corporate and salaried income, DEffective methods will have to
be devisad to bring within the framework of ditect taxation the activities in the small
seale trade, industry and professions, especially simes thesc are the sectors where private
enterprise and hence the geoeration of private income will be concentrated.

Furthermore, agricoltyre which i3 the predominant sector of the economy largely
eseapes dircet taxation, All holdings upto 25 bighas (about § acres) arc cxempicd from land
revenye, Moreover, comrarcd to the past the ilcrms of trade have moved in favour of
agricultural produovers through rising prices of agricultural oulpnt and subsidics an agricullural
inputs like fertiliver and pesticides ag well as on agricullural equipments like pumps and
tubawells. The Plan provides for alarge development programme for agricultural infrastructure,
extersion scrvices and  oredit, Agrnculture pow accounts for more than half the Gross
Domestic Product,  As its rate of growlh acecletrates in response to the implementalion of
the development programme, agriculture must also contribute to the financing of development
throughout the economy either by channelling its savings through financial institutions or by
direct investment or by providing tax revetiue on & much larger scale thea it has done so far.

Moreover, mest subsidies on apriculural inputs must be reduced and gradually eliminated
and insome cases these inputs must be sold at & profit, The rentals of pumps and tubeswells
are at present no higher than 5-6 per cent of the total amnual value of capital cost plus
aperating costs, These rentals have to be comsiderably incrcased.

Consistenily with the present policy of excaapting land up to 25 bighas from land revenue,
itmay be possible to devise 4 propresiive system of land taxation above this limit which
would vield substantial 1evanues, While the imtial rites could be low (perhaps a fraction
of what would be the prban income tax ralc on an eguivalent income), these should be
revised upwards gradually as agricultural growih gathers momenium. Morcover, the ralcs
of land tax could be differcritiated between more or less productive regions in the country,
or bevween areas which would receive Iarger orsmaller shares of modern inputs and technology
yu parijenlar differentigting betwecn irrigated and upirrigated land,
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To siphoa off increased income from agriculture for financing development it will be
necessary to combine judiciously both dircet methads of texation and indirect methods of
manipulation of terms of trade. These measures must, hewever, be co desipned as to
minimize disincentives to production, '

The previous system of Jand rovenue, zeitused to be administered for the small land-
owners below 25 Eighas, was imefficient and unproductive of any sigrificant revenue, 1o
the future as imcomes of small surplus farmers, especially in the frrigated areas, will rise
it will be necessary to devise new systems of local rates and taxes; some of these, such 2s
dzvelopment and edocation cesses which are now in foree, have to be revised upwards,

A new system of local goverrment will be intreduced in the mear future. It will be
opportunc to delegate some of the developmental activitics 1o the local Governments along
with the responzibility for radsing revenue by local tsxes. These activities could relete to
invostrient in the social sectors, Tocal health and educations] programmes ca well 5 phvsical
infrastructure including rural works programme.

The foregoing discussion relales to major tax reccipts, There arc wide varictics of foes
and charges included in Other Mi-cellanecus Receipts in Table 1¥-2 which also affer scope for
both intrease in ratesand considerable improvement in the efficiency of colleetion,

The magnitude of the tax effort as envisaged inthe Plan 35 evident from the fact that
while tax revenve as a share of GDP was only 473 per cent in 1972-73 and is budgeted
st 6-5 porcent in 1973-74, it is projected to increase to sbout 10 per cent by the
end of the Plan perlod in 1977-78, This i3 not an unrealistically high percentrge, compered
to the equivalent tax ratio in other developing countrfes. The present tax ratio in Banglas
desh is lower than in most of the poor countries in the world even when rseeount iz taken
of pereapitn income, rate of indnstrielisation and the proportion of foreign trede in natiomal
ingome! The countrics which have (he poorcst performance in terms of mobilizing domestic
tax resources have a ratio of tax to GNP not lower than 8-2 per cent onthe average,
India had atax tatio of 11-6 pereent in 1966-68 and Pakistan, B35 per cent® It ig in
this perspective that the future tax cfforts in Bangladesh nezed to be visualized.

4-4. Domestic Capital Receipts
Capital receipts include depreciation provisions beth by public sector apencies (see

page 39 above for nationalised industries) and in respect of development projects; the capital
receipts 1tem 2lso includes an ameunt for interest payments charged to development pro-
jects during the period of construction, the cstimate of which has been based on an analysis
of a large sample of development projects. These gross receipts arc, hewever, offset on
the expenditure side by corrcsponditg non-investment develorment cxpendiiures,

———

1 Ratio of tax Tecelpts to GNP In samples of Average lu 1966-58 In pereeniapes,
develnping counitics by Tegion,
Mididel Baze aud North Africs 15-1
South America 146
Tropical Afdea 149
Centeal Arncrica and the Caribhean 13-1
Asgia and Far Fast Hg

Average for the Banrle . i
Sonrce: 1M, F, Staff Papers, July 1971, pp, 254-323,
3 Even countties lite Bumondl apd Urper Volte, which ip vapila icrme ere Peoier than Bangladesn,

generate a tax ratio of 8-9 per cent.
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4-5 Private Savirgs

Gross private savings include savings invested in timo  deposits which arc available
to finane: lending by the banks Lo investors in the public and private sectors of the eco-
nomy.  Private monctised savings are estimated at about 4 per cent ol personal income,
which is bhelow the rate attained during the sixties. Total private savings, incleding both
monetised and non-mongtizod ravings, A expected to average about 6 per cent of personal
income, FPrivate saving, cspocially rural saving, is highly wvolatile from vear to wear, as
it depends critieally wpon Fuctuations [n agrienlteral production as well as on the inci-
dence of floods and cvelones which canse a Joss in assets and output, Ewen though an
acceleration inthe rate of capansion of fsricultural output and income is postilated o the
Plan, in view of its variabiliiy 2 conservative estimate of private saving has been made.

With a cotsiderable expansion of public investimemt in industry and in trade and see
viges, the apportunity for private saving to finance private investroent s going to be mors
limited than in a private cooerprise ceonomy, It will be necossary to fake account of this and
to develop policies and instituions that can hoth stimyfate private saving and ensura that it is
put te good wse, There is scope for promoting privately financed investmentin the field
of apriculture, Given lime, it should be possible to organisc cooperatives (n such a way that

members will be abls to make divect investments in pumps, tubc-wells, power-tilicrs, eic, State

agenoies would be able to coopsrate in this by providing trsining and repair facilitics on
a commercial basis, Such devclopments would be guite differcnt in character [rom he
cetublishment  of Jarge scale capitalistic farming ventures, With prowth in rural incomeg
and zn extension of private invesiment i cottage industries there will be new ppportunitics
for the productive wse of privaie savings,

The use tn which private savings will be prt is illustrated in the table below ;
TABLE 1V-3

Use of Gross Private Monetised Savings,

(Taka in crore)

1. Direct non-subsistence investment = - 250
2, Institutional saving in the eXisting programmes .. v oa 97
3, Accumulation of time deposiis b 5 i 2 L, 243
4,

Purchawe of Government bonds, debentures as well as prize bonds and
additiona] institutional  savings, inclvding  eontribition 10 Jocal
develoPmett programnes . ‘e i e i v 373

957
iterd (2} above, thatis, institutional savings in the existing programmmes, shows how the
accrun) of funds in the existing schemss of life insurance, |ostal savings and provident lunds might
‘develop; I thess schemos are made moge atteective and thejr seope widened, 4 great deal should
hx achieved, Part of the sqviogs to be gemepated under item (4) above might be used in 3
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similar way : for example, by bringing all wage carners, inejuding labourers, in both the publie
and privatc organised scoiers, inte a pension scheme. A schems bassd  on a comtribution
of 5 per cent of the total wags and salary incoms carnings would raisz about Tk, 4-3 crores
per yoar from the induvsrrial sector aloue. Similar schemes could mopup a largs amount
of savings in the other sectors as well,

The successfol mobilisetion of private savings in the form of (ime deposits as well as
in the purchase of bonds, dzbentures and saving certificates will requirs 3 radical transfor-
mation of the cxisting structure of interest rates, In racent wears intefost rates have not been
high enough to compensate for the rise 1o prices that has taken place. As a4 rosult peoplo
lending money have lostinreal terms and this was pattcularly marked last year when prices
rose very ranidly, Snch an increase in prices could only result from circimstances of wn-
paralielled dilliculty and will oot be repested, but 1 period of comparavive price stability is
necessary I 4 normal relationship bstweeh Interest rates and price movements s to be
ro-csiablished. In the present state of expectatioms, high intorest rates are necessary both
10 convince peopls that they will gain by lending theit savings and to make sure tha
savers will henefit from [owesting in sucli things as time daposits, life insurauce and provi-
dent funds. IT prices were expoctad by savers to inercass at 7 percent per annum, g
rate of intcrest it mongcy torms of 12 to 14 per eant would do no more than ensure a real rate of
return of 3 to 7 per cent to savers,

An ypward movement in interest rates will have to he substantial if speculative acti-
vity is to be prevented and if the vnproduetive investment of resourees in real esfate, the
purchase of precieus metals, and in hoarding stocks ana other [orms of inwentories is to
be dlsgonrapad.

The high wate of dnterest advocated  would enatle savings tz be  channeled
rewards produgtive investments which arc specificd inthe Plan. Insofar as high mates of
|nterast tended o direct savings inte financial forms of investment, grealer stabilily will result,

At present there is a relative scareity of credit in unorganicea markests whether these
are on the periphery of urban areas where the market is depinated by traders with money
lending interssts or in rural arcas where the affluent farmer with finaneial rescurcesta spare
dominates the market, Some investment opportunities in the lass orpanised seetors are
very profitable and the diversion of capital resourees to this sector from mote crganised mar-
kets might be highly agvantageous,

Proposals for increases in rates f interest must be seen in relation to the faet that the
rates of imcrest charged in oreanised markels at present are far below the social rate of
return of investment that is cbtainable in Tanpladesh. The altcrnative to hizher rates of
intergst is what pressntly prevails: a system of credit rationing in the organised sector of the
ceomomy in which the rvate of interest 13 (ar below the rate that borrowers are pre.
pared to pay. But the vnorganised market is in an isolated postion in which there iz an
inglastic supply of credit which is not supplementad from the orzanized market, and this results
in a vory high price to borrowers in unerganised markets. To link the two markets at higher
vates of interest would result in more productive uze of limited capital resovrees and a more
efficient system of borrowing and lending.  Thus the net elfect of higher mnterest rates world not
ke to eurtail inwestmant buf to redirsct il into more productive channels. This s also
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likely to increase employment opportunities becansa production would be increased by the more
eflicient use of capital. The higher price of capital (higher interest rates) would lead to a more
ecomomica]l use of it and to the substitution of Jabour for capital whercwer such substitution
g possibile,

An inerease in the price of capital is only one aspecet of the efficient use of capital resources.
Many would be harrowers with productive possibilities in front of them are unable to seourc the
capital that they need becavse of difficulties in making 1heir needs for credit effective in relation
te a banking organisation that is not geared to cater for their needs, In order to bring borrowers
in touch with hanking facilities on as large scale Az possible there has to be an expansion in the
number ol branches of banks thet are available as well as an increased confidence {n banking
institutions as reliablo financial intermediagies offering secnrity to lenders and productive
services (0 borrowsrs,

It i3 unlikely that higher interest rates will have auy adverse effects on the profitability of
banking eperations singe both lending and borrowing rates will po up, But it is possible that some
apzrations may be undesizably affected by the incidence of higher interest rates. Cottage and
small scale industrics may be so afleeted, Jf they are, a number of ways exist to ensure that they
are protected from the adverss consequences. The factor of overriding importance isto ensure
that the cost of capital bears 2 proper relationship to the social rate of return that it can ¢arn in
Bangladesh today,

Another important means of mobilising private savings is to organise the contrlbution of
local resources to publle sector projects. Many projects In road building, irdgation, flood control
and social services will benefit specific localities, People in such localities could be esked to con-
tributa & proportion of the total cost of the project. Such payment could be in cash or In kind
(voluntary local labour, donation of land or building, ete.). The propesed local fovernment
network could be used to organise such partivipation.

46 Borrowing from the Banking System

About Tk, 360 crores are to be provided by the banking system for financing of development
expenditures in tho Plan. The implivations of this for the expansion of monetary demand in
the economy aro explained below. In view of the largo increase in money supply in the past year
ind a high rate of price inflation, future expangion in monetary demand must be kept within
strict limits and carefnlly planned both in amount and phasing ever the Plap Period as a whole,

TABLE IV-4

Expanzion of Credit during the Tlan Period (Key Indicators)

(Taka in crore),

Money Supply, Tune 1973 - e - =3 il .. 697
Money Supply, June 1978 i . e i oo 1122
Change in Money Supply of  which
Change in currency 15] . i i ¥ v A28
|

Change in demand deposits 274 .- J
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TABLE IV-4 (Contd.) { Tala in crove )
Increase In time deposits .. - 45 o e - 247
Increass in volume of currency and total bank deposits i . 672
Requirement for increased liguidity 2 e W i 312

Credit for long-term development finance—

{a) Public Sector e - " B i e IS
360

{b) Private Sector - - e B s v 203
- Percentage incrcase in GDP over aclual level, 197273 i, 4 Ay
Percentage increase in Money Supply .. - & - A1
Percentage increase jn moncy requirement per unit of GDP .. o 6“3.5'

The increase in mone¥ supply is expooted to be about Tk. 425 crores implying a 1 per
cent increase over the actual level of money supply at the beginning of the Plan, The
aggregate volume of liguidity will increase by about Tk, 672 crotes, which will be uffsel (o the
extent of Thk. 247 croree hy ncoumulation of Bme deposits, OF the to1al increase of
Tk. 672 crores, Tk, 312 croves will be required for increased liquidity and other short-tomg
purposes by industry and trade os well as by the agriculture sector us credit. The
development outlay in the Plan includes the normal working capital needs of the development
aclivities in terms of stocks of raw materials and inventories but it docs pot include ike
needs for manctary hiquidity,

Of Tk. 312 croites set aside for shortterm credit and liquidity requitcrnents, about Tk, (95
Crores are expected to be required by the agricultural scctor. The details of the amicultnrzl
credit proprammme zre given io the chapier on the sectoral plan. The credit facilities are
intended to facilitate the vasiy increused use of modern iNsuts in agrigulture, as postulaied
in the Plan, The remainder of Tk 117 crores are intended 0 meet the liguidity needs of
trade and industey. ‘Uhis will slso include some “working capital® ngeds of tle trade sgetor,
specially foreign trade sector, to the extent (le working capital needs in (he trade gector have
not been fully reflecied in (he estimates of development outlay. While estimates of working
canital needs in the productive and distributive activity are difficult crough o estimate ac.
curaiely, it is far more dillieult to estimatz with any degree of precision the liguidity necds of
trade and indusiry. This is specially so' in view of the major chunge i the structure of
owhership and operation of the {ndustrialand trading cnterpriscs in the postdiberation Feripd,
It i not only that data relating 1o the pre-liberation period on the liguidity necds of trade
and indusiry for Bangladesh are not available but they are also not particularly relevant
in view of the interlocking and intra-firm fow of funds between the branches of the enter-
Prises located in both Bangladesh and Pakistzn, The stipulated figure of' Tk.117 crores mmst,
therefore, be regarded as highly teniative and subject to revision in coupse of the implemen-
taiion of annual plans. This implies annual increage of about Tk, 23 crores cver the pre-
plan level, Teintatively it is assumed thet about Tk, BO croves out nft Tk, 117 erores would
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be in the natiobalised enterprises. TFrom the point of view of the monciary pelicy to he
followed by the Government, these fgures should be treated more as a targel for credit expan-
sion fur these purposes. Given Lhe safe limits of deficit fnancing and competing sources of
demand for credit, an cipansion of eredit for shortterm liguidity  puiposes Bevend this
limil will be ineonsistent with the ohjeclive of Drice stability.

The additiona] hank credit for financing Plan development outlay is cstimated al aboul
Tk, 360 crores of which Tk, 203 croves are expected to finunce private development outlay,
Thus deficit fisancing to mect public sector development capenditure is expected to be no
more than Tk. 157 crores. This modest amount of deficii financing by the public secior
postuluted in the Plan assumes that the mobilisation of tax and pon-tax reccipts in the pub-
lic sector will he implemented with all vigour, Moreover, borrowing by the public secior
from the Bangladesh Bank has to Bo resulated carefully Lo prevent any unintended jnereusc
in the cash rescrves, which might lead to excessive credit being given 1o the private seclor
by the bunking syswm, Monetary discipline will have 1o be strict iff the volume of hank
credit is to be kept within the narowly defined limits. In the recent past, the major fac-
tors contributing 10 the expansion of money supply have beett the financizl requirements of
the nationaliced enterprises n the field of trinde and industey ard deficit financing by the
Government, Proper discipline must be stricly enforeed in a1l public seclor agencies ner only
to prevent long-erm  finanging thrcugh the creition of bank credit but also to prevemi ex-
cesgive recourse to bank fimancing in tiew of the gereration of a current cush flaw (o mect
shotl-lerm credil roguirements,

in view of the correni inflationary sitvation, monctary discipline will be vitally TIECESSATY
in the carly years of the Plan period.  The Uming of creait ereation s crucial e the roain-
tenance of price stability and jt will need to be related 1o the increuse in output which s
likely 1o be aceclerated lowards the end of the Plan period. when development projects start
yielding the Jurger part of the ipcressc in oniput. In a predominantly asricultural CCUnomY
Like Bangladesh, credit ereation will heve to be closely relaied to the seasomal and anryal
vanatons in food production and the movement of marketable surplnzes. Furihermore, i:
will also have to be related to changes in the balance of payvments. A Credit Plup will be
formulated every wear at the same time as the Apwual Plan o work out in detad] e SUP-
ply and demand for credit, m (Fe publie and privale scetors, and take accoumt of relevan)
considerations at the tme. Cootrel of eredit will be casier Il restlutive income and wage
policies are sirictly follewed.  In the past year the upward peessure ol the money supply has
been parily cuusea by wage increase. The wage push in turn was causea by mcteusing de-
mands of the labour vnions, and by (he desire of the Government 10 provide relief to Iow
income groups in a siwation. of distress, when adequate supplics 0f goeds were nol avaitahle,

The implication of the expected increase in mwney supply for ptice movements cannoi
be forecast wili any degres of reliabiliiy in a highy velalile agricultural ceomomy, which is
in the process of recovery [rom damages and dislovalions causcd by the war of Hberaiion, I
is assumed that the incrcase in money supply will be offset to some extent by an increase
in the degrec of monetisation of the ccomtmy at a4 rate of a litle over 1 per cepy,
The inerease in agrculivral oulput which is 0 be reatised, lax measures to mobilise increases
in meome from ahe agriculiyral seeor, and =n cxpanced owput of saleable won-sabsmier oo
orops will contribute Lo @ vise in 1he rate of moetizalion of the cconomy, Some repression
of prices from their present nigh levels is antivipated as owmput incresses; if the fingneia]
plan is fully implemented, price increases in fulure years snould be held wiinin tolerable fimits,

=
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47 Closing the Gap

Even after all tne measnres indicated abeve have besn taken, a gap of about Tk, 106
crores will s1ill remain., Thers are a oumber of ways in which this cao e closed. Imprave-
ment in the tux ecollécling macninery could make a greater conttibulion than nas  been
ailowed for, if it were pursued decisively: additional taxation sufficient to increase dax re-
ceipts by a furtner 4 per cenl of domestic resources would suffice to close the gap. A
variety ol other meassure desizned (o economuse  non-development expendituce, to  increase
savings or mohilise resonrees by unconventional means are availuble for consideration durin;
the Plan peried in the light of progress of its implementation,

48§ Conclusions
The Collowing table sammarses the various methods of financing the public and privaie
sector  financial  development  programmes,

TABLE LV-3

Pattern of Financisg Development Ouflay.

Pyhlic Sectoy { Taka ' orore)
M. Planued putlay =2 e = 3952

B. Finanoced by

1. Publi¢ saving (Revenue surplus, addidnnal 1axes, capital receipts and 16138
additional measurcs Lo close the gap).

2. Counterparl resources of cxternal borrowing and grant 2 1707

3, Borrowing from the banking system - b e 157

4, Borrowing from the private sector = i 470

3052

Privafe Sector

A, Planned outlay o - W - 503

B. Financed by—

1. Direct fnancial investment P i = - 230

2, Borrowing from the banking system i s - 203

3. Buorrowing from abroad o ] o= 50
503

The public scctur programeme js to be financed by borrowing to the extent of 43 per
went from abroad, 12 per cent from the private scctor and 4 per cent from the banking
system. Mo more than 41 per cent will be financed by savings gencrated in the public
seclor, The private sector programme is to be financed to the extent of about 30 percent
[rom its own tesources and 50 percent by borrowing {rom the banking system and abroad.
However, the private sector is expected o  generate more gross savings than js to be

B—7
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invested directly in this sector; it Jends to other sectors, both to the Government and
to the banks, and a¢ the same time it also borrows from the banking system and abroad,
On balance it is a net lender to the rest of the cconomy,

Ot of gross savings of Taka 967 crorss (nclusive of lime deposits) the private seclor
will invest Taka 250 crores directly and lsad about Taka 717 crores. The following table
shows the intersectoral flow of funds belween the private sector and the rest ol the economy.

TABLE TV-6
Source and Use of Funds by the Private Sector.
(Taka in crord)

Sotrces of Investible Frnds

1, Baving s o i 24 i i 9467
2. Borrowing a I A 253
3 TFrom baoking system o - - g 3 203
4 From abroad .. % % o i Rt 50

Total funds available 1,220

Use of Invesiidle Funds
1. Lending to banks by accumulating time deposits n > 247
2. Lending to Government—

(i) Institutional saving (pension, contributions, ete.) iz i 87
(ii) Purchase of Government bonds, etc. v L e 373

3. Sell financed investment i - s o 250
4, Iovestment financed by borrowing .. e = ik 253
Total use of funds .. x ) 1,230

The private secior lends Tk, 717 crores to the rest of the cconomy and borrows Tk, 203 arorss
from the banking system and Tk. 50 crores from abroad ; on balance it is & net lender to the exlent
of Tk, 464 crores.  About 25 per cent of its savings are lent o the public ssotor and aboul 25 per
cenl e the banking system. The rest is invested together with the amount borrowed from the
vanks and abroad which come to abaut 23 per cent also of private seetor savings., Thos toughly
30 per cent of private sector investment iz financed out of borrowed money,
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CHAPTER V
BALANCE OF PAYMINTS AND EXTERMAT, RESOURCES

5.0 Fatepduction

The Plan envisages a rapid expansion of cxport earnings fo provide for the imporls of
consumer goods, cupital goods and intermediate inputs. ‘The production programmes in  the
various gcclors liave been devised to achieve this and to bring about an optimum patiern of
import substiton.  Durmg the Plan petiod, the total visible imports (CIF bagis) are expected to
cost abont Tk, 3787 crores and visible exports would be about Tk, 1985 crores (FOB basix),
both al bench-mark prices.

52 Impori Requiremenis of the Plin

Very lew natural and meineral rescuarces are known to exist in Uanpgladesh.  Agriculture is
relatively undeveloped and undiversified, being concentrated on a few crops.  Infermediate and
capital goods industries are few and very underdevwcloped. In such circumstances, an increasing
iempo of development activity leads to a rapid increase in the imports of raw materinis, inter=
mediate and capital goods. In 1973-T4, on coonservative eslimale, regquircments of a few basic
raw materials, intermediate poods and essential consumer goods, cxcluding food, are expected
to lotal about Tk, 200—2350 crores, which is abowt 60-70 per cent oi the total exporl earnings
expected to be about Tk. 340 crores. These imports consist of consumer goods liks sugar, editle
cil and oil seeds, textiles, drugs, and medicines and raw materials and intermediate goods such
a8 ryw colton, cotton yarp, tallow, cement, coal and €, 1, sheets. This reveals how large a
drain on forgign exchange earnings is cgused by a limiled number of essential itcms which
barely enable Bangladesh to maintain the curtent level of economic activity and conspmption.
If imporis of foodgrains are included, no surplns is left over forcipn exchange earnings at

prasent.

The intended increase in the impart needs for raw materials and capital goods doring the
Flan period 15 a dircct consequence of an acccleration in the rate of mwvestment,  The toial value
of non-foodgrain imports in 1969-70 measured at the current rate of exchange was about Tk. 400
crores, I 1973-74 they aee likely w0 be aboot ene-thisd  higher, Most of  this increase is a

result of the rise in the average price of imports in the intervening years. The teal volume of
imporls would hardly be 10 per cent higher than it was In the year 1969-70, The ratio of non-

fondgraing Bnports to GDP at current prices was about 10-2 per cent. in 1969-70 and ig expectec?
to risc to shout 10-8 per cent in 1973-74, It is, howeyer, uncertain whether this implies a rise
i the ratio of the 1eal value of imporis to real GDP, in the abgence of information about the
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relative movements of the prices of imports and domestic prices, The import réquirements for
the 14an peried are shown below.
TARLE ¥%-1

lwports during the Five-Year Plan
{(Taka in crore)

Consump- Tual
Capital Inter- tiongoods Tnvisi- non- Food-
Year, goods mediate ERCEDT bles foodgrains grains
goods foodgrains itmports
1973-74 - i 179 21 125 a3 540 "
197475 s i 237 7 151 25 651
1975-76 o e 260 274 167 28 720
1976-T7 s o 273 309 190 30 202 £
1977-78 il i 281 242 144 32 701
Shipping and Aviation {phasing 45 it ) ‘. 43
nod yel finalised),
Foodgraing (phasing uncertain) 13 i i i - 350
Total .. 1275 1283 T79 141 3478 350
Provision for delays, uncettaln. 2% i o s 100
tigg and shortfalls in import
substilution programme and
export projeciions. —
Total - 3578

The total imports and their commedity composition in the otminal year of the Plan are consistent
. with the corpmedity composition of demand for consnmption and output.  Projections for the
intermediate years take the following factors inlo aceount: (1} the time phasing of development
programme over the Plan Period, (2) the time profile of the completion of the imporfant import
substitution projects and () the likely time path of growth in industrial production and GDP
during the Plan. The totz] valoe of non-foodgrain imports is expected to increase above the
level of 1973-74 at about 10 per cent per year, while GDP will grow at about 5+3 per cent per
annum, By 1976-77 non-foodgrain imports will have tisen to 12-5 per cent, of the GDP.  But
by the last year of the Plan Period, many import substituting projects are expected to be completed
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and as’'a consequence import/GDP ratio could decline to about 10+7 per cont.  ‘The Plan, kow-
ever, provides for the eflect of unforeseen leuds and Iags, delays and shortfalls in Imporr substi-
tion activitles. Many of these projects are to be financed throush forsign loans.  Uhere may be
delays in negotiations as well as delays in the implementation of projecis, Imports wiil provide
the mechanism for adjusting the unforeseen imbalance between domestic siupply and demand,
The cronomy of Bangladesh is operating on a narrow domestic resource buse and at a tme when
new institutions are being devised and sources of imports and now markets for gxports are being
cxplored, uncertainties are bound to be greatl. Even though impact of thess uncemainties will be
felt throughout the Plan, the effect of delays in impor substituting activitics will be fult mafnly in
the later years of the Plan,  Consequently, it has been considered prudent to provide for Tk 100
ctores of jmport 1o meet contingencics. Ewen i the entire amount of additional fmporm wers
needed in the lust year of the Plan, the ratio of son-foodgrains imports 1o GDP in the final year
of the Plan would be 12-2 per cent. A decline in imporl dependence would, therefore, sl take
place by the cnd of the Plan.

An additona] faclor of uncertainty 1n estimating the total import hill relates to the imports
of foodgrains. "'he annual phaging of domestic production of foodgraing and the annual import
requircwernts giver in the agricultnral production plan i subject to uncertainties »f weather.
Therefore, an additional one million tons of foodgrains imports have been allowed for to offsct
any possible failvre of crop and to bwild vp additional stocks. Thus ths total impotts of food-
graing are expocted to be about 32 lakh tons for the whole period.

[TABLE v-2
Major Imports during {he Plan Period
{Poka in crove)

—— . T, Lol s i

A g L < 3, T

Commodilies, 1369-70 IT—TE Plep peried.
A e P e R

o value | Quy. value © Qty, Valge.

1. Edible oil - . 26-5 . 38+5 - 161G
2. {ement .. 4:3%T1akh Lons g1 7-901akhions 170 52 8Blakhtons 113:9
3. SBugar .. 0:20lakhtons 1-6 0-7llakhtoms 14-1  3-72lakhtons  74-3
4. Raw cotton .. 3-66lakhbales  16-0 2-6Blakhbales 29-0 22-007alkhbales 134-0
5. Collom yaru v 091lakhbales  10-4  0-56 lakhbeles 80 16- 18 lakh bules 230-6
a8, Textles Pt 24-2 .. 1-6 v 3904
T. Tobacco .o FTOEG lorms 0.3 2H214 tons T+ 132857 Lons 7.2
g, Mauchinery i v B3 i 232.9 iy T32-8
Q. Bieel .. s i 287 4-26labhions 426 21-25lakh ons  212-5
13, Coal .. & i 4-5 T-8lakhtons T 33-8 lakhuwns 3348
11. (wher Metals apd WA, N.A. i 22.9 i B6-0

Meial Products,

12, Transport Equipment 14-3 - 306 - 270.0
13, Pharmaccuticals .. - 47-8 i 20-4 i 73-8
14, Oiher Chewigals i v i 650 i 2352
15, P.OL. e MAL ] 5 53-8 o 2043
2853 G200 2629-04

! FurthermoTo, in the prefent state of knowledge abogt the structnral coeMieicots relating ta the
coductive system as well 83 demand, they are invarisbly subjest to wider dearees of <frur than ysual
Elnw statisticdl data refating to the struceure of the economy of Bangladesh are in the process of baing
collected  snd, thefcfore, could Dot be folly inecrporamed im fhe Plan,
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Of the wotal pon-foodgrains imports roughly 37 per cent consists of capital goods ‘and an
equal percentage of inlermediale gouds. While wll catcsorics of importy rise during the early
vears of the Plan period, imports of both conswmer poods and ndermedinte poods declioe in the
termingl year. ‘Lhis is because some of the imporiant projecis designed to substilule for the
impearis af inermediate and consumption goeds such as perrochemical complex, and cement,
gto., are expected tn yizld outpul in the last year of the Plan periodt. The impeorts of nog-
foodgeain consnmer gonds snd intermediate goods will be about 13 per cent higher n the last
vear of the Plan than in the fitst vear, if investment activity is realised on schedule.  This, howewver,
marks a decline of about 22 per cent in the terminal year over the preceding year.  In the termina]
vear fhe share o the capital goods in the total imperts is the highest. A more defailed compogition
of impurs during the Flan perlod as compared with 1969-70 1s indieated in Luble V-2, A few
wajor iwms or catepories of imports constitute about FO per cent of tiw total import bill. The
paiters of Impori substitution = also eviden, in somie cases, there is an absolute doeling in
the quactity or valuc of imports such as raw cotton (substituted by synthetics), cotton yarn, textiles,
tobacce and pharmacenticals, while in a [ew cascs, & modurale inerease is observed.

53 Projestions of Foreign Exchange HEarnings

Fxports are projected to expand by about 43 per cent by the end of the Flan period as
compared to the benchmark Jevel of 1369-70.  The rate of growth of exporls is intended 1o be
higher than the rate of growth of GDP during the Plan period. The planned rate of growth is
higher ihan Bungladesh bas ever achicved before, 'Lhe main compomenl ol this mujor thrust
in cxport is the promotion of exports of jute and jure poods. This will be done by capleiting
the opportunity of o discontinuous upward shift in exports of raw jute to India and by apgressive
price and matkeling policy o arrest the declining  trend m the world consumption of julce
products. Pasl wrends in exports and past policies most be radically transformed i the export
cainings are o be incrcased sufficiently to meet the forcign exchapge requiremcnts of the Dive-
Year Plan, while at the same time keeping the tolsl volume of foreign capital inllow withia
feusible and desirable ]imits,

Exports of raw jute and jute manufactures would continue te remain the mainsiay
of foreign exchange carnings for some yoars. These two exports are expected to provids
about 80 per cant of the tolal exports by the end of the Tlan period, The cxpansion
in the export of raw jute and jule manufactures iz predicated on an optimum priciag pelicy in
the domestic and foreign market; thix i discussed later.  The establishment of a wniform rate of
cxehanue for taw jute and jute goods after liberation ended the discrimination against raw jute
which wae practised during the twenty years of colomal rule and which acled as a disincentive
towards improving the productivity of raw juic cultivalion. Secondly, new prospects for the
expansion of cxporis of raw jute have opened up with the normelisation wf trade refutions with
india, During 1972-73, some significant advances have been made in thig direction, India
purchased a large volume af raw jule from Bangladesh in 1972.73 and is expected to increase
its purchases n the futore.

| Eorign exchin@e compment of ihs dovelopment o@ilay 13 mat co-lermious with  the impeors of

papital mopds Sincs a patt of the farslz exchangs component inclrdes what ix defined as intermediate goods
and scrvices
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Ba.th in the eastern part ol India and Bangludesh raw julc compeles with rice us an
ﬂltrf:1aU1fa crop. . Faced with the need for inereasing food production the two countdes need to
ﬂ_ﬂw-‘wc, in Iha intcrest of efficlent use of domestic resources, 4 patern of production of raw jute and
tice which would be consistent with their relative cosis and demand. Indian demaned for raw inie for
meeting the requircments of her domestic Jute manufzeturing indurry i3 inercasing; it is crucial to
determine how much of her needs would be supplicd by Bangladesh.  The increase in the
troduction of raw jute in India in the past twenty-five years resulted from the wrlual suspension
of trade relations between India and Pakistan. It is expoected that Tadin will fnd it profitable,
given an assmed supply of raw jute nr competitive prices from Baneladesh, (o rasivier her jute
growing in the marginal areas where cultivition of rice or ather allcrmative erops may be more
economical and o refrain from attempting to increass onlput of jute to meet her incteasing
domestic demand for jole poods, On the hasis of cnirent pocsililitics, Bangladesh may cxpect to
scfl by the end of the Plan Perlod arenmd 13 lakh bales 1o Tndin, This is orly 20 per cent, of the
carrent use of raw jute in India, The sale of raw jute ‘o India must be scon in the context of a
volume of total trade with Tndia, much larger than in the past. Replacement of Indian domestic
production of jute by fmports from  Dangladesh would be a part of o mulually  beneficial
cxpansion of trede as well as a more rational and efficient allocatiom of productive Tesources
within each country, '

Ernarts of raw fute by Bansludesh are cxpecled to be ahont 50 lakh hates or §5-92 lakh
tons by 1977-T8.  This constitufes an increase of about 13 lakh bales over the averase quantity
exported churing ihe half decade ending Tune 1970, Mo increase In the acorepate porchoses by
the non-Tndian buvers shove the benchmark Tevels i3 assumed in fhis profection.  Fxport of
iute manufactures, as distinpoished from raw jute, s expected to srow ar abour 4 per cont nap
vear, Thiz 5 much Iess than the rate of srowth experienced in e sintizs.  The ped mte of
growth of jute mamsTactures was achicved by Bomoladesh by cntting i the Tnding share in
the warld trade of suckine and hessian, the molatlvely Tow-valued typas of jite manafactures.
The possibilities of expunsion of exports in these tvoes of jute mmnnfactrres are rather Jimited
in the foture. Bangladesh at the moment has Emited produstion capacity for svperior types of
ufe manufacture.  The production plans in the nte manofachming  sector  are. therelore,
destzned  to shift the product mix in  the ditection  of non-traditional,  hich-valned tynes
of fute monufactorez, The tnmber of loomy in the jute manmfastiging  toctor i #n he
cxpanded 2nd the share of carpet-backing din the tolyl output and ezports is ecxpected to #o
up. However, in spite of the shift towards hich-valved tepes of nannfastuees, the ratz of
growth of exports achicved in the past is unlikely 1o be attained.

The combined cxpore targets for raw jote and jore goods assuinz that the post trends
in the world demand for jute and fule manofelures can be aroested by averessive price and
marketing pelicies deslined to combal fhe onstaughl of synthetics,  Fxport prices will bave o
be low enough 1o enable stiputated cvantily of exports to be sold in the world market,  For this
reason, adeguate allowonces have been maode for the appropriate pricing of exports.

The projeetions of eanorts indicsted above zre thus based npon a number of sssumpiions.
Tirst, the dowmward trend in the world consumotion of faw jute and jule manufactures can he
arresied] by appretriate and timely pricing policy,  TLomay he possible for jute to captore a
share of thc cymending mrarket foreseen by the prodvcers of synthefics, fe., mairly polyoropvlene,
the major swimtitute for jote. Recent FAOQ projections indicate an jacrease in demand for this
syithetic from 12-5 Tokh tops in 1970 to 65 Takh tons in 1980 About a third of this Increase
in dernand, that fs. 17-1 lakk tons, relates to the vses for which jute and rolypropylene are



- *‘ﬁ%‘
456

(i1} Introduction of classes VI—VIIL instructions in 1530 primary schools in the aflerncen
where there would be no double shift for primary education to accommodate additional
2-3 takh students (Table XIV-4-2);

tiv) Consolidation of existing 4,000 junior and sscondary schools to achieve an optimum
class room size of 50, to accommodate an additional 2-0 lakh students.

In the upper level (classes IX-X), expansion would be relatively moderate. Compaied to 66 per cent
at the middle level only 36 per cent increase Is envisaged at the upper level, An additional enrobment
of 1'9 lakh will raise the enrolment level from 53 lakh to 72 lakh. The thrust would be on
seience and diversified educativn. Enrolment in science would increase by 70 per ccnt, agrieulture
by 333 per cent, home management/nursing by 275 por cent, industrial aris by 150 per cent and
commerce by 36 por cent in the plan period (Table XIV-4-2).

During the Plan  about 127,500 places will be created to meet the nzeds of seience and
diversified education. OF these. 64,000 will be for science, 19500 for agriculture, 22,000 for
home management/rursing, 3,000 for indusirial ants and 19,000 for commerce. In order to meet
the tazgets of enyelmenl, central laboratories (200) and ccmmunity workshops (2003 will
bo established in growth centres. Science teaching units will be provided in schools which
does not have access to central laboratories. Wireless receiving sets will be supplicd to all high
schools of Bangladesh. Televition will also be provided to schools with clectricity,

A sum of Tk. 53:880 crore which constitutes about 1858 per cent of the amount allocated

to the Education Sector has been earmarked for the development of secondary education

| {Tables XIV-Z). The local communities wure also cxpected to  contribute to  this
l development, the waluc of which has been cstimated to be abow 3407 crore. Fifiy
t per cent of all the lands required for building new schools arc eXpected to be donated
by the villagers themseives. As in the case of the primary schools, they are also expected
to donaie materials and labour for reconstruction of old echools and building of new schools,
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rather than by incressing output per acre, thus reducting cost per unit of tea, The domestic
price of tes in the protected market was twice the world market price. Hawever, during the
Plag period the emphasis sl be on increasing owtput per acre and on improving the guality of
tea and reducing cost of production so that production and exports of tea become more remunera-
lve. @Qiven the anticipated increase in owipll whizh is relatively modest in view of the factors
stated above. and assuming a certain incrcuse in domestic demand, it scems unlikely that the
exportable surplus would be very much more ihan 6 crore Jhs. This js higher than the average
level of exports duting the sixties, which was about 5 crere lbe. This export targst could be
exceeded only if production increases at o faster rate than foreseen ag a result of techmological
innovations and erganisytional improvements and if the export quota under the Imternational
Tea Agreement iz revised upward and prospeets of tea exports under the barter trade sgreements
improve.

Export of lzather and leather products including hides and sking are cxpected to by mois than
double compared to the benchmark quantity. Exports in this scetor are primarily limited by
supply considerations including the capacity of the domestic tanning industry and posubilitics of
increasing the supply of livestock. Projections of world demand end supply sugeest that there
are good prospects for increasing exports, specially since Bangladesh exports are small in melation
to world trade. The projection of export value is, however, conservative sfoce it is based upon
the prevailing export price.  The unit price is likely to be higher because the composition of
exports i cxpected o changs in the direction of products of hiph value, Already by 1969-70,
raw hides and skins constimted about one per cetr of the total value of the hides and skins and
leather taken together. Tt 1s cxpected to climinate the export of hides and to move progressively
into the highar stages of tanned leather pmocessing.  An overwhelming proportion of exports
loday eongists of wet bloe Ieather which is prepared in the first preliminary stages of tanning and
is really to be regarded as only semi-tanned lesther. The objective is to move towards exporting
Fully tanned leather and leather goods.  The eurtent surplus capacity in the tanning industry which
relates mainly to semi-tanmed Jeather has been caused by the limited supply of hides and skins.
The livestock sector hos barely registered an increase in output and productivity aver the years.
While the agricnltural Plan provides for an increase in the supply of livestock, the indusirig]
plan provides for an expansion of capacity to alter the composition of production and export mix
in the dircction of 'crust’ and *ready to finish™ [orms.

Fish it expected to consfitute an important item of exports; this will consist of exports of
fresh water fish, predominanly to Tndia, and marine fish, mainly to overseas markets. Market
surveys indicete a possible export demand for frozen shrimp and prawns st about 70 thousand
mettie tons, vielding atound Tk15 crores out of a fotal exports of fish of Tk 19 crores planned
for 1977-78. T1he rest will include exports of fresh water fish to India. The target for increase
in fich productian is vety much higher than the export target.  This is because domestic conenmp-
tion iz expected to inercaer very considerably, which iz hiphly desirable in view of the serious
protein deficlency in the average diet in Rangladesh.

Before liberation, Rangladesh cxporled to Pukistan a large number of mizecllaneous ftems
including such manolactured prodocts aa paper, newsprint, matches, cte.  These exporis amount-
cd to shout Tk 60 crores during 196%-70. They arc crpected to reach no more than Tk, 26
crores ar soe by the ond of the Plan peried.  This iz pattly duc to a rapid jncrease In domestic
ahsorption as projccted in the Plan period. speclally of paper and mewsorint owing to a eonsi-
derahle morezse in the use of text books and paper in the edeeatiomal sector. Tn some other
rases Tike matches. the quality of exporls is not hich enongh for a headway to be made fn the
internationa]l market during the Plan period. In all these cascs, it iz assumed that high prices
secired for fhese items in the protected Pakistan market will not be received until improvement
in quality of products iz achieved in 2 significant way.

B—8
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The composition of the cxpost projection in terms of some mujor exports during the Plan
period are shown in Table V-3.
TABLE V-3
Exporl in 1969-70 and 1977-78
(Tokcet 1 Crore )

196270 1977-78
Iy g i i T s =i
Quantity Valuel Quantity Walue
Raw Jute .. oo 628 lakh tons 128 B-92 lakh tons 123
Jute poods .. i 572 lakiy tons 145 694 X 235
Flish s i M.A. 3 MN.A, |9
Leather and Leather pro- N.A. g MLA, 20
ducts,
Tea o i 24 6 crore 1ha, 12
Miscellaneous Exports. . M.AL G MLAL 24
Invisibles .. G M.A. NLAL 34

gy 324
Total export eatnings over the Plan period as 2 whole would amounl w about Tk, 2055 crores
without making any adjustment on account of terms of trade losses, As suggested carlier, the
unit prices used in the projoctions bave been generally lower than the curremt levels,
In addition, further flexibility im the pursuit of an optimal cxport price policy  has
been assured by incorporsbing a terms of trade loss in the projection. Although it {a difficult
to make @ reliable forecast of the required changes in the tenmus of trade, allowances have been
made for a possible decline to the extent of 2 per cent of the value of exports during 1974-75,
and thereafler a decline by an additional 1 per cent per year hus been assumcd so that ln the
Tnst wear of the Plan there will be a total decling equal ta § per cent of the export carnings.
The phasing of the rate of decline in terms of trade it arbitrary but the total magnitude uppears
to be reasonable. Bangladesh has o pursue an appropriate price policy for exports of jute
and jute goods, if the trend of her declining share i the world market is to be reversed. For
o large numter of new products, it will be nzcessary to find new outlet In world markets even
in the face of established trade chanuels and comsumer preferences of long standing. The annmal
phasing of cxports s shown in Table V-4.
TARLE V4
Exporis doring ihe Plan Peried?

{Faka in crore)

Loss of eurn-  Totsl Coreign

Merchandize Invisibles megs dus to Exchange
Year Exports decline in Earnings
terms ol trade
197314 .. i i 3|5 23 53 30
1974715 .. i 5 3Th 26 87 304
197376 .. G i 413 28 [3 425
197677 .. i 4 453 0 19 164
1977-78 g o - 498 1% i 303
TUE&T 2055 41 A7 2129

tExports In lgﬁﬂrﬁl ere cyvaluated of Tk, & per$ ewcept for exports to Pakistan,
Al exports upa shown 2t FOB, pricss,
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3.4 Instituilens and Policics in Foreima Trade

in the post-libcration period, there have been importani changes in the institutional frame-
wark of foreign frade in Bangladesh. The direct participation by the public scetor agencies in
the conduct of foreign trade has greatly expanded, By now between 80 and 90 per cent of
foreign trade is conducted by the public sectar apencies, The extension of state participation
mn foreign trade has been partly du to the direct consequence of cxpanded state participation in the
ownetship of indusirial cuterpriscs, The industrial enicrprises ditectly import their requircments
of raw materials and spare parls under a system of indvetrial Licencing. Since more than
80 per ceat of the indosirial assets in the Jarge scale sector are owned by the state, an over-
whelmingly large part of imporis of industrial raw materiale s undertaken by the state enter-
prises. The imports of consumer goads, raw materials and miscellansous capital goods required
by the private industdal sector are now shared between state trading ageney, private industry
and private commercial jmporters, Tt is the role of fthe Inst category which has sigmificantly
deciined in the pesi-liberation period. The Trading Corporation of Bangladesh is the State
agency which undertakes imports of both industrial raw materials, consumer goods and some
miscellaneous equipments, The expanded role of the T.C.B, in import trade has been due
rartly to the disappearance after Lberation of the established importers who were of Pakistani
origin. In addition, the vacuum was also sought to be met to some extent by inducting new
private traders in the import sector. A large number of small importers cmerged, many of whom
had little experience jn jmport tade and [wctioned incfllciently. Consequently in  1973-74,
attenipts g1 being made to reduce the oumber of importers and to leave private participation
I import trade in the hands of cstablished impotters. The additions! reasons for the expanded
role of ihe Trading Corporation of Bangladesh are as follows:

Firstly, there are items of import for which bulk purchase ay well as bulk shipment wicld
economies of scale.  Consequently the importation of these items by one State agency rather
than by & larpe number of private importers is more efficient, To some extent, however, over
centralisation of imports may lead 1o dolays and bottlenccks. Therelore, the nativnaliscd
industria sector corporations who are capable of handling the Import requirements of the
enterpriges under them have been allowed to import divectly in the intcrest of cllicicney and
specd.  In short, in the casc of industrial taw materials, the sector corporations import for the
galiondlised indusirics, while the T.CB, undertakes imports for the private industries,

Secondly, in the case of barter trade where monopoly sellers gbroad confront purchasers
in. Bangladesh, import by I.C.B. is likely to yield advuntages in terms of betler forms of trade.
However, lhe volume ol wrade which is to be handled by T.C.B. has to be restricted to the
Imit of its organisational ability and aypertise. Tor those commodities in which close contact
between ultimate user and sellers is important and  where knowledge of detailed product
specifications cannot be casily obtained except through consiant negotiations between sellers
and importurs, it has been thought desirable Lo leave the responsibility for imparting s the
actual vser or industrial eoterprises.

In the case of commodilics which were previously boupght from Pakistan, Banpgladesh has
heen engaged in finding new sources of supply. It is intended to build up expertise in the
T.CE. to handlc intermatiomal trade in commodities which have relatively few sources of supply
and in case where supply limitations make it necessary fo forceast and [ollow short-term move-

ments in prices closely.
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The prevailing system of implementing the anmwal import programme is through a system
of import policies covering periods of six months each. An allocation of forcign exchange for
capital goods for putilic scctor enterpriscs is made directly by the Government as l2id down in the
Annual Development Programme incorporated in the Annual Budypet, For private sector enter-
prizes, import requitements are indicated in the investment schodules prepared by the Govern-
ments and funds are allacated by the specialised credit institutions after am exumination of
individutl applications. The allocation of faw maletiuls for industrial enterprises, both public and
privats, is made throngh a gystem of import licensing, which idicates the requirements of raw
materials and spares {or each individoal enterprise.  This is bascd on a survey of requirements of

"raw materials and spares undertaken by the Ministry of ludustry, The requirements ate bascd on

one shift capacity and fhey arc specified in detail. However, the process of specification can
never be complets and the survey Is neccssarily imperfect. Periodic revisions are made as
requirements change with changes in the product-mix and in import prices. This is all the more
necessary because reguirements of imports arc identified in torms of quantity as well as of value;
the licences are usable for imports of a specific list of items in predetermined quantities. This
system has crcated some bottlenccks and delays, but in a sitwation of acute scarcity of foreign
exchange a system of rationing such as this can be rclaxed only in the context of a more effactive
system of macre-cconomic controls lo be operaled by liscal and monetary pehicics.

It the sphere of export trade, state participation has also been considerably cnlarged. The
cxpott of raw jute bas been centralised in the hands of one State enterprise celled the Jute
Ezport Corporation. There arc three agencies which are enpuged in the internal marketing of
jute, in addition to private traders. Both private teaders and internal marketmg apencies channel
their export threugh the Jute Export Corporation, The direct contact between the foreizm
buyers and individual private exporters no longer takes place, The offers of purchase from
overseas cusiomners arc recsived by the Jute Export Corporztion which then allncaies amongst
the markcting sgencics and the private shippers their individual shares of exporte. While the
actwal arrengements for physical meovement and shipment of exporte as well as their
documentation are made by the private traders and marketing agencies, all exports
are made in the name of the Jute DCxpory Corporation at prices agreed by it. This
hag helped mitigale dangers of under invoicing. In Lhe remaining export trade, private traders
are engaged m exporting producls oripinating in the private sector Whereas public scetar
enterpriscs exporl their own outputs direetly.

During the Plan Period, Bangladesh will strive lo explote oew markets amd forge new
trading tinks; this is made all the more pecessary by the disruption of preiberation trade links.
The expansion of lrading relationship with India iz one of the important new links which are
being forged.  Similady, in the past one year, Bangladesh has entered into a number of bilateral
trade agreements with a pumber of socialist countrics. At prescat, about 10 per cent of the
export trade oi Bangladesh proceeds through barler apresments. Bangladesh neads to find new
markets lor tea, leather and leather goods, fish and miscellaneous manufactured goods in both
the free market and centrally plammed ecomonties. The cotry of the UK into the EEC will
also silect the exports of Bangladesh. Steps will be taken to negotiate an agreemcnt with EEC
1o Jiberalise the Now ol sxporls from Bangladesh into EEC. The overwhelming dependence of
the country on a few limited exporls, spocially jute and jute poods, which are exported in large
volume to UK and EEC makes it all the more imperative to obtain liberal and concessional
acoesa to lhese markets. In the nest few years, in view of the highly underdeveloped state of
the cconomy, lack of diversification, low per cepita income and the poverty of physical and
socio-cconomic infra-structure, Bangladesh will remain one of the “least developad eountries”
af the world, as defined by the UN, and will, therefore, be eligible for speeial concessions in trade
negotiations giving access 10 the markcls of the developed eountries.
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Exploration for cxport markets s omly partly @ multer of trade npegotiations and the
establishment of an appropriate sativnal snd multinatonal framework of trade; it is also a
function of appropriate pricing and export promution policies. Tn view of a rise in domestc
costs, wages and prices in the last year or so, the majorily of the cxports of Rangladesh bave
lended to become mom-competitive in the world market. This is particularly and immediately
relevant . the case of the most important cxporls of Bangladesh, ie., raw jute and jute exports,

In onder to vombat effectively the threal of symthetic substitnics, it s necessary 1o make
downward adjustments in the price of raw jute. Thisx is also necessary to recover the markets
lost during the disturbances of 1971 and 1972, While, on the one hand, it is necessary o
make a downward adjustment in cxporl price, it is essential 1o cnsure on the other hand that
the domestic purchase price at which the state marketing agancies and private traders purchase
taw juce from the farmers provide adequate incentives for the coltivation of raw jute in
comnpatition with rice and other crops.  Juie i% mrown on about & per cent of the cultivated
area; since a large part of this area could also be used for growing rice, the relative prices of
rice and juie are most important in determining the vulput and supply of raw jute. In tha
post-liberation period the internationa] price of rice las increased mueh more than that of
jute with a resultant lall in the relative price ol jule; this has discouraged the production of raw
jute. Traditionally, jute has compered with Aus crop but with the new high yielding variety
ol rice, late Boro is alsu a competilor which has increased the opportunity cost of growing jute,
Ihe need to change the internsl purchase price of raw jute in accordance with the increasing
returns obtained frum growing other crops can be reconciled with the need lo lower the export
price only by raiging the effective rate of exchange for jute cxporls by some means,

‘I'he case of a higher effective exchange rate for jue goods is no different and, in fact,
much stronger.  On the one hand, the costs of prodection of juie manufacumes have gone up
due to a rise in wages and increased cost of raw jote and on the other hand, the jate industry
has lost the subsidy which was derived from the export bonus scheme and which was withdrawn
in the post-liberation period.  The loss of managerial wnd entreprenenral talent in the julz
manufactaring industry after the biggest and most important units were abandoned by the Pakis-
tanis hay forther eroded the profitability of this export industry. It is wrgently in need of export
subaidies, in addition to a considerable improvement in organisational and managerial efliciency
fo attain the export targets indicated in the Plan. The future of exports of jute manufaciures
also depends upan Improvement of the product and on the suceesstul development of new uses
of jute. The importance of both technological and market research con hardly be cxaggerated.
The role of the proposed Tute Intzmational wilh ils technical research centre in Bangladesh is
critcal in Lhis respeet. Bangladesh has already accepted thiz scheme and committed iself to
its future devclopment. In this respect India and BE‘I'I'IEIE:ldEEh must coordinate their efforts,
both financially and organizationally, and persuade the importing countries as well as other
jute producing countrics such as Thailand, Nepal and Burmu to participate in this international
elfort.

In the past, one of the inporlant obstacles in the way of expansion of jute exportz has
been the lack of an assured supply as well as drequent intermuptions in caxports and delivery
schedules. Tt is ome of the prime objectives of the siate trading agencies to remedy these
deficicneies.

The manvfacturing exports of Bangladesh, other (han jute goods, have suffered from aven
a greater fall in the effective exchange rafe in the posi-liberation perind, following the withdrawal
of the cxport bonus scheme.  They have alsp been subject to riscs In wage and row material
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costs inn this period. Consequently, they also are in need of a higher effeciive exchange rate.
An improvement in the cffective cxchange rate is all the more necessary to enable them to fncor
additional selling costs to effect a successful entry inwe new markets.

The (echnigues of marketing, incloding  approprinie shipping arrangements, are  also
imporiant in the promotion of new exports and in the expansion of old cxports in the now
markets.  The Export Promotion Bureau with ils regional branclics iy beipg strengthened. The
Buresu is charged with responsibilily of promotional activities in the overseas markets, Tt is
guided by the recommendations of an Export Promotion Councll which has inter-ministerial as
well as private sector representation.  There are a large number of nationsl cxport promotion
commitices which are concerned with the promotion of specific Bangladesh cxports.  Promational
- etivilies including specific marlet studies as well as proparation ef appropriate design for export
products are specifically relevanl in the case ol the products of cotlzue industrics.  Moraover,
un Export Market Development Fund hus been ereated to promote the participation of Buangla-
desh in internalional trade fairs and to intensily other sales promotion  activities in eXPOLE
markers wbroad, Assistance will be sought from such badies a8 UNCTAD and the Intervationsl
Trade Centre for the identification of new muarket possibiities and for adviee on promotiongl
activities. Finally, serious attention will e paid to quality control and the enforcement of
intermalional standards for exporis.

5.5 Foyreign Capita]l Inflow

The pap between exchange earnings and import requircnents has o bo mel by capital
inflow which Includes granis, loans and private foreign investment, The foreiga capital requirg-
ments  are ectimaled at about 1800 crores for the five years. This requitemunt is estimated
net of debl serviee payments. Mo cstimate of required debt service paymenis Tias been made;
most of the loans contracted in the post-Hbcration period would not involve any significsmit debt
service payments in the noxt five years. All the ongoing aided projects, some of which v
been reactivated in the past one year and the rest of which would aleo he reactivated, would
mvolye debt service payments within ihe Plan period. Requircments of sross capital inflow
would, therefore, be higher than the net inflow. The composition of net foreign capinl inflow
is shown in Table Y-3:

TABRLE ¥-5

Foreign Capital Inflow during the Plan

(Take fn crore)

1. Poymoents (excluding debt servico payments) .. te - e 008
2. Not recaipls [rom Exports .. i i s - ” 2129
3. Required Nel Capital Inllow of which i i i = 1799

(1) Project Credit and Aid (including projeet related technical assistance) ,, 532

(b} Commodity credit and Aid (including food and services under  techni-
cal assistance) Vi 5 Bt 0 o - us7

4. Estimated Counterpart Fond equivalent of Capital Inflow i r 1757
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The allocwiion of the met foreign capilal inflow beiween project and commodily assistance
depends upon the extent fo which proiect loans include local cost of linamecing, It also depends
upon how a commodily loan is defined, fe., whether it includes to some extent the supply of
equipment and machinery. In some cases, project assistanco may noi be svailabls in time for
the execulion of the development projects as scheduled in the Plan. Forcign cxchanpe
camings of Banpladesh may huaye to be spent on the import of machinery and equipment m a
few cases which are olherwise financed from project loans but delay in nepotiating project loan
may upset the fulhlment of the Plan. Projeet assistance takes a particularly long Uime invalving
long drawn out negotiations with the crediters; some of the delay being inherent in the procedures
and systems laid down for the peguliation of project aid by many creditor countries. Tt i unlikely
that more than lwo-thirds of the nvestmeut projects will be eligible for project loau, "This
makes il all the mure important for cither the component of commadity credit to be enlarged or for
preject loans o inelude liberal financing of the local cost componenl of the developmant
projects,

(1

Project and commaodity Joans  indicated above nciude technicsi sesistance.  Techmical
assistunce w the form of services of experts and consultants ss well as training fucilities for
Bangladesh cinzens is partly tied lo the projects which are financed under specific project
losns.  Experts are often needed for the instullation of plant and machinery as well as for on
the job training of the local persormel in conuection with the operation and maintenaoee of
specilic  foreign aided  development projects.  Both kinds  of assistance  will be needed in
substantial amounts in connectlon with the loreign aided projects during the Plan period.

In addition, there is nced for technical assistance not as a part of project loans but for
projects which are financed from domestic rcsources as well as for foreign finanecd projects
for which training facility and services of comsu’tanis are not available as @ part of a total
package of project loans and techmical wssistance. The choice of fields of traiving, number of
trainees as well as the number wnd specidlitics of experts are negotiated -independently,  “This
kind of “untied” technical assislance is included above in the estimares of comnmodity loans.
It is estbmated that during the Plan period, services ol expeits and consultants as well ag
training facilities for Bangalses abroad would eost ahont Tk 35 crores,

lo addition, there would be need lor technicsl assistance for preparation of fensibilily
studies and reports for new developmeat projects. The domestic capacity for undertaldng such
studics i2 limited. ‘The services of foreign, specialised consuliing firms would be reguired for
undertaking detailed studies as well ag prepaving projeet reports, The amownt estimaled for
this purpose is about Tk. 15 crores. Thus the total smount of technical assistance reguirced
would be gbout Tk, 50 crores,

The wuiding piinciples for the wse of technical assistance, us Indicated above. would he
a5 follows!

(1) Maximum emphasis would be placed on the development of insilfetions within the
countty fur trgining faciliics, cxeeptine whare the fivld of lruinipg {2 lighly
specialised, numbers involved arc small and cost is high, For marming the techni-
cal training institutions in the early vears, services of cxperts shouwld be sesured
while Fangladesh citizens are at the same time frained sbroad to take aver e
maining functions on their refurn. In short, emphasis showd be placed on
buildine up domeste Institotions,
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{2) Munpower requirements in the various sectors of the economy have been worked
out us part of the sectorg! plans; training facilities and services of cxports should
e coneisient with the requirements of the Plan. A proper balance shoeld be
maintsincd Detween specialisation in narrowly defined skills and thar in the Broad
categeries of skills. This is necessary for two reasons.  First, it is diffieult at the
initial stage of development (o forecast the requirements of very nacrowly defined
skills. Secomd, there must be room for flexibility snd adjosiment so that im-
balances between supply and demand of namrowly defined skills can be rectified
Dy mohility between skills whick is facilitzted if training iz imported in broad
catepories of <kifls,

{3} There ks a critical limit on the speed of absorption of fnrcizn tochnical caperts and
adviee, This is determined by the availability of local counterparts who arc able to
work alongside the expatriate cxperts to be eventually replaced.  Moteover, the nse
of foreign consulting firms for feasibility studics or [or direct involvement in dke
execntion of development projects should, whenever possible, be conbined with
the use of il consulting fimms o1, in thelr absence, individoal consultants. The
ability to wvse forelen cunsulting [rms f8 as critcally bepeatant as the quality of
forcipn copsulting [enms; terms of reference of thelr work as well ps adoguate
nicthods of evalpation of forcign copsultants must bo properly worked our, I
wasimus wse i85 to be wade of the forclen comsulilng Orns.

The teguiremenis of capital inflow are indicaled in terms of disbursement or uctual
atiliswtion of capital inflow. There is u lug betwesn commitment in the scnse of signing loan or
credit ggreements and the actual flow of commodities or equipment under the credit agresments,
This lag #s very large W the case of project assistance—much larger than in the casc of commudily
assistance.  Tn view of @ substuntial lax in the disbursement of project loans, it Is necessary (o
build up = portlolio of projects as Tast and early as possible in the Plan period so that the desired
rate of disbursement can he maenrcd for the new projects included in the Flan, Many of the
ongeing projects are covered by existing credit agreements and dishursements under them will
need to be expoedited.  Previous experience indicates that ashout nne-third of the opening pipeline
of project Joans iz likely to be wtilised ciach wear, whereas about 90 per cent of the opening
pipeline of commodity loan is disburscd cach year, From the new commitments of loans made
each year no more than 55 per cent of commadity loans and 15 per cent of project Inans are
likely to be disbursed within the same year. With an opening pipeline of about Tk. 414 crotes
ott June 30th, 1973, additional commitmcnts of loans during the Plan period will need to be not
less than about Tk, 1900 crores in order to ensure the required dishursement of foreign Ipans.
This fizure includes new commitment of gbout Tk 1000 crores of project loan and Tk, 900

crores of commodity Joang.

TABLE V-&
Time Phasing of Foreign Exchange Receipts and Payments and Required Foreign Capital Tnflow

(Taka in crore)

Year Receipts FPayments  Capital Inflow
1973-74 gom .o MO T10 3
197475 it .. 394 742 45
1975.76 P .. 428 To4 366
197677 < .. 464 B4R 384

1977-78 o .. 303 534 33l
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The time profile of payments and receipts of foreign exchanpe has been based on certain
arbitrary, but plausible, phasing of payments for food imports and payments for civil aviation
aod shipping equipment. The requircments of emereency food imparts are expected fo be high
during 1973-74, partly becanse of the scasonal nature of the shortuge tesulting from the fact that
Anan crop is not available until the end of 1973, and partly from the nesd to build up stocks,
The foreign exchange expendiinre om shipping and civil aviation is distriboied owver the last
four vears of the Plan period. The provision of Tk, 100 crores of loreign capital inflow for
meeting uncertainty and delays in the implementation of import substituting projects is put in
the last year of the Plan period.

Thers is an absolute decline in the requirements of capital inflow in the second year of the
Plan period owing to a decline in the requitements of food imports. Thereafrer there is a steady
increase mocapital inflow linked to the incressing enpo of development acticily, Howcwver, in
the last yeur of the Plan period there is agam an absclute decline in capital inflow on the
assumption that large numbers of import substituting projeets would be completed. Because of
the varour uncertainties mentioned above and arbitrary assumptions involved in the phasing
of a few important imports, the time phasing of the capital inflow i3 to be regarded as highly
tontative, At the time of the preparation of each subscquant Annual Plun, the requirements will
be revised in the light of the prevailing circomstanees and the stale of the balance of payments
and domestic resource availabilily.

The cost of capital inflow must be kept a3 low as posaible by subjecting aid offers o constant
social profitabllity analysis. The diversification of ald-sources will alse permit Hexibility in the
choice of projects and policies.
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CHATPTER VI

MOBILISATION OF LAKOUR FOR DEVELOIMENT
61 The froblem

In the preceding chapilers the programme of mobilising resources has been outlined. The
main componcnts of this programme are public saving, private monetised saving and some
altonomeous parts of private non-monctised saving, The last item consists of activities under-
taken by private individusls and houscholds more or less regularly in small forms of capilal
construction whirh have been described in detail in Chapter 3.

The sbove programme will epable the cconomy to absorh 54 lakh man-years of Tabour
force, quite a bil of it in subsistence activities of a sell-employing varicty. There will still remain
a vast roservolr of idle man-power which cannot be provided with gainful employment because
of a shortage of complementary inputs. Tn Bangladesh o casval observer will continme to soé
3 1ot of work nceded to be done all over the country and 2 lot of peaple going around without
work”. This dilemma arises from the fact that the employment of additional labour usually
requires material snd capital inputs, in addition to Tabour itself.  These inputs are very scarcc.
Furthermore, employment also involves the payment of wages which requires the generation of
gaving somcwhere in the economy.

Tnday those who are unemployed and underemployed arc able to mect thcir “subsiatence™
partly by infermittent earning and partly by demendence cn their families, Tt may, therelore,
be arpued that since these peeple are somehow able to obtain a subsistencs lncome. they could
use their idle skill and/or labour power if they had sufficient motive and opporturity to da so.
Such valuntary contributions of labour wonld presume thal thete arz profects where compleimen-
tary capilel and resource requirements are megligible. While n many areas of conventional
develanment activity such projects ure rare, one can easily idenlily a eood many activitics for
which the sssumption would be walid, For example, an edueated young man can feach the
children nf his own village even if there i= no conventlonal school. He ecan teach the villagers
haw to improve sanitary conditions in homes and sillages. Youwth and student labour could
build o grest many things, Jke ancillary roads and small dams, with woluntary Iahour and little
cyuipment. A student enpineer can participate in skill-intensive devclopment projects during
vacalions,

But this cannat happen unless there s motivaton to  perform any of these functions
witheut sdequate direct vemuncration, The potential bepeficiarics arc unable or unwilline to
pay fer these services ar perform  these functions themselves becsose the benefits  of thess
activitics ara likely 10 accrue to the soclety as a whole and not exclusively o some individuals
who could and were willing to pay for them.

There are several other important problems that need Lo be taken into account in under-
standing the Implications  of mohilising labour.  Tirstly, fhose whe are underemployed or
wnemptoved and work on'y casually and live ofl their friends and relufives may require an
add:tional intake of consumption soods when Chey are put on mote intensive cmployment. At
subsisience levels of consurmmmtion the demand for food is wsually directly related to the volume
of physical [ibour, This pensrares additiomal demand for wape goods. Secondlv, [amilies who
are wresently meeting The consumntion needs of the underemploved or utternmloved  members
may be unwilling to bear the burden of consumntion once the latier find “employment™.
Thirdly, location of the development projects and that of ynemployed Jahour may not always
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coincide. If those who volunteer for work arc to be transported and arrangements have to be
macle for their food and shelter, their employment is not only not costless but may also involve
costs higher than the prevailing wage ratc, As a rule, thervfore, voluntary activity nceds to
be underteken in snd around the notmal place of residence. Fourthly, there is pormally a
need for some implements and tools which workers themscives supply and which are not usualiy
in the conventional cost cstimates of development projects since workers usually have thess
tools. The uncmploved or wnderemploved who have not heen engaged previously in this kind
of work would need w he soppicd with these toels, In formulating the programmes for the
mehilisation of labour due consideration must he given io the sbove problems.

Mabilisation of Jabour need not be restricted to the unemployed or underemployed Tahour
foree; those who are employed can also be prossed into service for productive work during their
leisure hours or holidays. To this group belong teachers. smidents, sclf-cmploved persons ag
well as those employed in public and private enterprises, The present educational curricuia
do not keep the students busy throughout the year. More than four monthg in 2 year are
holidays, It is possible to reschedule the holidays fn such a manner so as to coincide with
peak scasoms in agriculture and the construction season in the winler months,

One of the by-products of the use of students for productive work would be to establish
the dignity of Jabour and to demonstrate that preference for white—collar work is not socially
desirable or covetable. Tt will bring the wian elite in touch with the rural noor and may arrest
the process of alienation between the rural and urban aress as wall a3 between those who work
with their hands and those who work in offices.

However, there are 8 fow considerations which need to he kent in mind before productive
utilisation of student Tabour can be organised. Tirst, their employment has to be near thuir places
of residence so that when they return home during vacations, they can hc maintsined by thelr
families. Secondly, o the extent that colleges and schools arc Iocated near to the rural areas, they
cap also work in and around the campuses during the academic vear Thirdly, this tyne of
employment should be so devised as not fo compete with wnemployed or undererployed Tabonr.
This would ereate social tensions because the memeloved or undercmploved would tend te
believe that these cmployment opportunides would otherwise have been available to them.

Tmportant fields in which students and vouth can be employed would be fo meet labour
shortage during peak seasons and to provide services which require skill but for which available
respurces do not permit the emvloyment of sufficient mannower, In addition, student lahour may
be used for work in the utilisation of unused land in college and schoal campuses. The students
may also act as watch-dogs for the speedy Implementation of the profects in their areas, ensure
that supplies of materinls and inputs arrive in time, and that malpraciices by th2 exzcuting
agencies in the field arc avoided. They can also scrve, after a crash programme of training, as
extension agents for disseminating knowledse of new agricnltural techniques. The use of
students as watch-dogs over the performance of the implementing agencies, however, has to be
carefully coordinated so that no conflicts and contradictiong may =merge. Tt is evident that a
planned inflow of educaled manpower even without expericnce will substantially improve the
quality and productivity of village life, whilst equiping the studentz with g range of practical
expetience which would make their formal education mnch more relevent to the nalion’s needs,

One important obstacle in the ways of vsing the unemploved or the undereinploved arnong
the small farmers and landless labour. either on a voluntary or on a compulsory baszis, is the
uncqual distribution of economic and political power in the villages, Tf the benefits of the
projects are mot directly related to the daily lives of those offering unpaid labour. this type of
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mobilisation of manpower 18 unlikely to be widespread and sustained. Fwven i rond twilding or
dyke construction heips the entire community, it 15 likely to be more helpful to the surplus farmers
ot bigeer land-owners.

Tn a sitwation of unequal disteibution of land and economic power the first step, short of
drastic land reforms, is to require all economic groups in the village to provide labour scrviecs
for common benefit. One way of oroanising such work is Lo oguire all land-owners to donate
Iabour proportionate to his land holding, for cxamole. one day per bigha.  Parl of this Tabour
ohlization may be commuted by monetary contribution instead, but it is fmportant that some
Iabate 1% given, subject to constraints of age and health. hy cvervhody irrespective of wealth or
sorcigl stalus in order 1o estahlish s sense of social =olidarity, Over and ahove the obligatory
labour, any zmount of voluntary labour will be welcomed,

Notwithstanding the difficultics mentioned above, it will be possilde to mobdise the idle
labour force of the country If our elfte sToups purticinale in the nation-buildine activities in thelr
areas.  Already, there are instances of eroups beine formed 0 the wake of the Tiberation war
with these ends in wiew. Such groups need active encouragement.  Their actiens are bound fo
exerl a powerfol impact on all those who profess fo hald socialist and eeslitarian beliefs.  The
mass media most give wide poblicity to the activities of these proons including the difficelties
which are heing (aced by them. The new volunteers will thus not anly he motivated buot wall
also be phle to learn fioan the experiences nf the pioneers.

&2 A Prnumme for Laboor Mobilisation

Keeping these problems in view. a programme [or Tubour mobilisation in rural Bangladesh
centred around the irstitutions of local self-Government may be haswed on the following lines:

{i} All males of working age m the asea will be required to donatz a given amount of
labour in a calendar vear. Tt mavy be considered whother the landless and/or
destitutes be exempted from donation of labour.

(i) A person may oot A part of his Tahnur ohlication commuted by pavment of an
agreed sum for every day he wishes commuted. This fund accumulated from
cotmmuted Iabovr will be used to give cmployment to the destitutes and lapdless
as g wage.

(iii) All enllzees and Universities will programme their vacations fo enincide with the peak
demand senson for labour. During thesz vacations students will have e retomn
for a minimum period In a year to their villame homes. Urhan hased stndents
may be organised for work in their Tespective campuses or localities.

{iv) Everyome will be free to voluntecr Tabour over and above the stipulated minimum.

{v) Az far as poesihle apecial skills of students should be used when thev visit the rural
arcas,  Whilst (hoy must certwinly undertake manval work, their comngrarive
advartage, however, livs in ntilicing this hicher ednecation 1o the semviee of the
farmers. TFor example, agricultvral stodents cen serve as extension workers,
medical students can wotk as "barefoot™ doctors amd female students as family
planning motivators,
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(v1) In urban areas, collcges and Universitics could, in addiion to the labenr donated
for wark in villages, undertake routine veluntecr work throughout the year. In

these nrban-based projects, there are more oppoctunitics for using their edueetional
skifl.

(vi) The educational curricula wonld have to provide special courses for equipping the
siudents o play their new role.

6.3  Oepanisalion

This programme for mobilising under-utilised fabour and voluntary labonr is a radical
departure from traditional methods based on memclury incentives, A major organisstional and
political effart will he tequired to make such a proeramme an integral part of the development
process tather than a shortlived sesiure. The following steps are propuosad o sct up such a
programme:

(i) A Labour Mohilisation Committee should be immediztely constituted vnder the
Prime Minislcr. This committez will sef up the inslitotional fromework. [ormulate
rerulations and lawe to implement it and work out the programme for deploying
labour and the phasing of the programme,

(i) The instilutional arrangements will have to he related to the provosale [or local
institptions now under considerstion,  The local institoflon will have to be the
basic unit for organising the use of this Tshour.  The provosed Committes must.
it the light of expericnce and what is feasible, define the tasks of the various
institations,

The pregramme for mobilissng labour will ko meomoratad in the projects included in the
Plan. This will finarce part of the labour component of such projects. The projects which
are particularly suitable for this purpose are mormaly in such seotors as road construction and
works prooramime,. education, health, rural sanitation, irmication and drainaee, ete. In respect
of the projects in the Plan the local authoritics will reccive certain resonrces in cash and kind
fram the national budget. Most projects will pay for cement, ateel. skilled and even unskilled
labour, Mohilised labhour will provide for only that part of the lahour costs which have not
been budgeted for. In addition to the projects included in the Plan the loca! authonty will also
work out a series of additional projects Lo utilite the mohilised labour. Thes: may be logal
projects which de not require vse of any resources budected for in the Plan and reavire no
matetial input compenient or very limited amounts which can be locally produced and finaneed.

Once the e has been accepted and local Governments are orpanized to pzeform budssting
and planning tasks the local labour budects will be made available to the planmer at the time the
annual plan is prepared for fnclusion in (he national resource budgst.

Propramming the available Jabour inte productive profects muost be carelolly done or such
labour services will be wasted. To this end, looal anthorities must set wp olanning cclls which
will draw vp and programme the menpower adects in consuliation with local Jeaders,

Tt has not been possible to quantify this labour inout info the resontee budest of the Firat
Five-Year Plun.  Much depends on the devclopment of political motivation, the transformation of
sociyl altitedes and the cmermence of local institutions without which actnal awantification can
pnly be purely conjectural. The Five Year Plan does enumerate a resource gap. This gap
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can be filled in part or whele by resources geperated from the lobour mobilisation programme,
To the extent that the programme is succnssful it may be possible nat enly to cover the resource
EBp but increase the size of the investment progromme. As expuericnce is gathered over the

DEx{ year or two a more quantitatively precise estimats may be meorporated in the mid-term
revision of the Pian,

Jrganising & nation-wide labour movilisation programme will take time particularly  since
newly clected local government institutions have yet to assume  their responsibilities, It will,
therelore, be necessary to initiate the programme on an interim basis through the organised student
community who have already given the lead in some voluniary labour mobilisation projects, The
Prime Minister may immediately set up an autonomous body to organiss and programme student
labour nitially on a voluotary basis. Experience derived from this interim programme  will
provide a busis for drawing up the full flodged programme for labour mobilisation discussed
earlier. -

In this perspective the task for the political readership remains the most demanding. To
lead, organize and inspire such @ radical programme an 2 snstained basis will only be possible
if the Teadership itself takes the lead in mobilising labour at the village Jevel. ‘They will have to
aclivate local organisations by heir presence and participation in local projects and will have to
inspirc students by Tcadership on the ground rather than by mere exhortations to hard work,
They will have Lo cnsure both at the national and local levels that these programmes are not
diverted to promote parochial interests or that individuals or groups are not exempted from their
obligations due to use of local influence or pressure fram gbove, The lcadership, students and
nation will need to respond to this challenge for mobilising our abundant human energy in order
ta expand tha frontiers of our development possibilities bevond the limits of a conventional
monetised plan to accelerate the pace of social transformation in Bungladesh.,
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CHAPTER VI1
THE ITMPLEMENTATION OF THE PLAN

71. Plamned Development and Administrative Machinery

A Plan, however well designed, is only as good as the scrionsness with which its
discipline and policy prescriptions are observed, the cxtent of political commitment
behind it and Lhe eficiency with which it is implemented. Ilistery of planning
in many countries indicates that a Plan easily degenerates inte an  gcademic  axervisa
if political leadership and administrative machioery are not serfously committed to
its implomentation. Plan largets will remain pious hopes if this happens which, in turm,
will gencrate frustratfons, This necessitates that Bangladesh must devise necessary
institutions aml policies comsistent with the puortics and allocations suggested in the
Plan. It will regnire considerable adminisirative, social and instihutional changes if the moder-
nigation of the economy that we are striving to bring about is to bo achieved. In this
chapter we are not concerned with the political aspeets of such a transformation but with
its adminisirative aspects in relatien Lo the implementation of the Plan,

The Administrative Reorganisation Commities is at prosent cngaged in deliberating onthe
present administrative stoucture and developing a system that will be both efficlent and con-
sisteat with Lhe country’s aspirations, Ino the public sector of the ecomnomy jmplementation
depends essentially on administrative actions while in the privale seetor of the economy
the Plan must bo direeted more byindirect means through the application of suitable fiscal,
commiercigl, and monstary measures rathor than by direct admindstrative aclion. Heavy demands
will be made on the administrative capacitics of governmenl, whelher itis concermed with
organising ils owo aclivities or oversesiag the privale sector of the economy. Tncach of the sectoral
programmes, the apiropriate institutional framework has been discussed in detail, In Bangladesh
this iz specially imporiant because hefore liberation many of the required  Institutions  were
cithor abseat or juadequately developed. Morcover, in several impertant sectors such as manu-
facturing indusicy, external and internal Lrade, and banking and finaveial institutions, there
has beon o major transformation in the pattern of ownership and management,

An important pre-requisite for plan jmplementation 13 the presence of 2 speedy decision
making process. This basic nged relates to the optimum degres of centralisation under the
circnmstances prevailing in Bangladesh today, speciallv when the various adminisirative agencies
or ministries are not adequately equipped. v the dav to day decisiot-making proeess which
is specially rolevant [or the exceution of development prosrammes, the locus of decision-
making must be clearly defired. While initial inexperience and desire to avoid mistakes may
have goatdbated te the state of over-ceatralisation, its continuance s not desimable. The
individual ministries need to demenstrate initiative and enterprise In identifying the problems
in their sectors and in taking quick remedial action. The delegation of aothority and fixa-
tion of clear-cul responsibility are recognised to be the best method of cosuring the Frowih
of initiutive and respoasibility, The risks involved in decentralisation are, in the loug rum,
much less than those inhereat in a system of over-centralisation, 7This iz because the range
and complexity of isgues requiring quick decision are far too great to be handled by 2
single decision-making unit. It will juvelve cither delay or inellicieney since adequate thought
and alteniion eannot be given fo each individual issue. Over-centralisat{on often makes it

impossible to distinguish between more and Ieas important issues, ; : . aty
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The cost of a delaved decision is mot less than that of a wrong decizion, Decision
muking ability improves through a process of Jemrning by doing «s one js invelved in
decision-mzaking, To minimise the risk of wrong deeisions and to develop collective res-
ponsibility it is necessary to evolve infer-ministeriz] consultation procedurcs, Therelore, the
next importsnl pre-requisiie for en jmproventent in the efficiency of development  sdministre-
tion is inter-ministerizl co-ordination ard consultetion on ipportent policy issues as well
2g ontheimplementation of developrent programumesend projects.  Tnadeguete co-ordinalion
hetween different Ministries sdversely =ffucts the execution of development projects and smooth
fanctioning of (he economy. Inter-ministeric]l comspltetion js not casy even under the

best of vircumstances; it requires offective leadership for the svecessful eperetion of each
of the inter-ministeris] commitloes,

There zre £t provent severs] ohstreoles to eflzctive co-ordinetion. One s the distribution
of the closely rclated subjects smongst a mumber of seperatc Mintstrics which prevents a
more ritionz] grouning of subjects which are cognale 2nd closely rclated, Splitting up of
telated subjects into separcte mimistries is Dot necessamily sninsurmountable problem if instis
tutionel orranigenwents are made for co-ordination ot #ll levels, But the difliculties of
co-ordinztion increase i1 proportion to the number of Ministries which need to be co-ordinated,
Moreover, il passionate and rgervessive promotion of individusl identity of each ministry is
combined with relalive administraiive inexperience, the adverse conscquenccs of divisien 10le
separate ministries of the closely related subjects are zgeravaicd.

7.2, Machiner¥ for Ecotiomic Planning and Policy Making

The Plmning Commission is entrusted with the functions of preparing annual, five-vear
and perspeciive plens as well as formulating nolicies for the implementution of the plans.
In zddition, it has the responsibility of evilucling tlen performence and monitoring of the
progress of plin fmplementition on p continuows busis, The Plinnjog  Commission also
detarmines external (i requireriends snd negotistes #id with foreign countries. The Planning
Commissich also hag the responsibility for recommenrding policy mefsures on important
ecoflomic issuss.  Finclly, the Commission asuists the vericus Ministries in project formulation
and advise on Lhe nslure of mechinery lor efficient execution of plans, progrommes. and
policies. The Plunning Commission. as the zbove functions would suggest, should play a
critical  tole i cconomic policy making as well as jn cdvising on the appropriate
institutions and administrotive mechinery, znd  the policies fur the cxecution of plang
and programmes. [t must not only allocate resources on the basis of prioritics in the

Flan, but also evaluale and review the progress of implemeniation of the Plan including
that of individual major proojects.

The Planning Commission ajso has to play a key role in the technical and ecotpmic
evavation of development projects. This s specially so et the present siage when the in-
dividua]l ministrics are naot properly cquipped to rerform this function, As individual minjs-
lrigs become bettor equirped it may be desirable to enconrage a preater Cecentralisatinn of
this Function. TIn Bangladesh, there is an aeute scareity of technical personnel for project
appraisal.  Griven this scureity, there is a need for the centvalisation of the task of evaluation
of development projects, There ore addilional reasons why this task should be performed
by the Planning Commission, Tirst, it [s necessary to establish uniform standards for the
gvalyation ol ailsehemes in all ministries. Secondly, it is absvlutely essemtial to provide
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an ¢valuation of a projeet by a body which is net invelved In its inftial sponsorship dor
will be invelved in its exceution, This may ¢ontribute towards proater objectivity. Thirdly,
and perhaps the most imporiant reason why the evaluation of projects has to be gentralised
18 that projects of one Minisiry nr sector are intee-related with those of another Ministry
or seetor, No individval Ministry can, therefore, have a comprelensive view of the worth=
whileniess or desirability of an individoal project except with reference to the projects  in
other seclors and its effects on everall economic development,

Undcr the present arrangement projects worth Tk, 25 lukhs are to be svaluatea by the
individual minmstrics and then sent to the Planning Commission for comments, Tn case of
‘Plunning Commission's adverse comments, the rclevant Minister is 1o leke the fnal decision.
For projects worth above Tk, 25 lukhs, the Planning Commission js to undertzke the preli-
miniry evalustion as to whether a project is technier lly and econamicilly [easible and viable.
The National Economic Council is entrusted with the function of taking the ultimate decision
on the bnsiz of the recommendations of the Planning Commission,

When Lhe snnual development programme i3 presented to the Cabinet, each individual
project included in the Annual Plan is cxumined by them, The Czbinet has the final autho-
rity to selecl lrom the st of viable projects for inclusion jnthe budget; at that time, they
also examine the total list o projects ineluding those which are not lound technically and
cconomically viable,

The fulfilnent of the targets of a Plan depends wpon the discipline of 2 Plan buing
strictly cbserved a5 well as wpor the policics and nstituticns being comsistent with the prio-
rities and requirements of the Plin. The enforcement of the disciplime of & Plhn would
imply that there should be no devistion from the inter-secters] and intre-seeven] zlloc:tions
which arc made in lhe plan, 1L i3 necessary to ensure that once the cubnet =md the Per.
liament approve & Plun, od hoe reullocctions sre not made within a seeror by the indivi-

dual Ministries,

However, the need for flexibility has to be provided [or gspecially in an  sgriculingal
geonomy, deperdent to o large extent on weuther conditions where wetual agriculivral ouiput
and eaports may devicte from the assumptions or projections mede m the Plan, It is also
possible (hat world prices &5 well a5 supply and denwend ol important exports st imports
may uhdergo unforeseen changes.  Also the assumptions regerding the availability of foreign
agsistance arc subjoct to the greatest degree of uncertzinty, All these parcmeters should he
sﬁbjcct Ly continuous exsmination and study, In this context, readjustmenis mthe Plan may
be occasionally required during the Plan peried.  The Planming Commission will conlinuously
evaluate all those parameters which alleet the assumptions made in the Plan.,

The principel instrument for ensuring flexibility in the procsss of formulution and imple-
meitition of 2 Five-Year Plen 16 the Anouwl Plan,  Ezch Annual Man, covering both public
and privatc sectors should be based on an evaluation of Uw prevediog Anoesl Plan, The
forecasts of resources wodexpendilure s will be reasscssed every vesr =#tthetime of the pre-
parslion of the Annual Plan, keeping in view the tarpats and rrojections o resources forthe
Eive-year Plan. The Annusl Plan iz the means by which the Fiveyoar Plan is mads operas
tions| because expenditure decisions, fiseal, motetary ind zid policies, nzed o be formulaied

each year,
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Apuart from preventing ad-hoe inter-scotora] reallocations, it js importent to ensure not
only that the developmeni projects are properly phised over time, but alo that in
each year there is o consistency hetween scctorzl and sub-cectoral programmes.  The phasing
of the programme of one sector is not unrelated to the phasing of another scctor’s programme.
A perfect balancing is unhikely snd, therelore. 1t 15 possible that there will be a deficit in
one sector and surplus in anether in a given vear, The cbjective would be to keep the
imbalances to the minmimum and toke Decessary correclive meesures, The anpuial plaoning
exercite is intended to climitate or at least minimise the possibility of Dmhelznces between
supply and demand in the case of essentiu] commodities and critical and basie inputs
which are common to many scctors like cement, stecl, chemicels, tremsterl cquipment and
power, and jnpuls to top priority secters Fhe egricullure, The imbslences in the course ofa
year hetween domestic supply and demend cen only be cormeed threvgh adjusiments in the
import policy and forcign excharge budgeting.

As stated above, the development expendituras have to be co-ordpated and planned
g an annual and five woarly basis with (he Iist of resources and priorities. Similarly,
corresponding policies in the sphere of price, (ax, subsidy, imporlsand exports as well as
the wide ranpe of prevailing comtrols over rroduvetion and trade have to be coordinated.
The two most imporlant areds of co-ordnation are the tax and price poliey, and
foreign trade policy. The eponomic policies musl be consistent with the targets and postulates
made in the Pian, For examele, if export targets are sct at a Tewel it will be necessary
tx pursue approprialc price atd exchunge rale policies to achicve that level, Similarly
tax assumplicns mac'e in the Plan st be made operative by the enforcement of cooerete
tax proposals, To neglect the task of seanmie co-ordination in a complex interdependent
world 18 lo eteourapge misuse of resources. There will also be no schse of priorities and
diraction in economic atfairs. If the tusk of cconomic co-ordination is dong independeotly of
the task of preparationof a Fian, then the tasks of economic co-ordination would be without
any sense of direction and priarities,

In thelight of the above functions of the planning machinery, there needs to be a
close relationship belween the planning machinery as the central co-ordimating mechanism
and the highest pelicy making body of the countyy fe. the Cabinet. The link between
the Cahinet and the Planning Commission is the Walional Economic Council. The latter is
congeived as 4 standing Commirtee of the Cabinet for deliberation and decisicn-making on
the allocation of economic resources and on all major economic policy issuck, The NMational
Econpmic Council is responsible for examiming all policy rccommendations and plans prior
to their preseutation befors the Cabinet, Its principal {unctions arc as follows:

(1} To approve:
{a) The Five-year Flan, and
(b) The Annual Development Programiwe,
() Te approve coullemis policies recommended by the Plamming Commission,
(3) To allow changes in the Plan and secteral readjustment within the vverall Plan
allogation,
() To review implemcutalion of egonomic plams,

5) Tn appoint such committess or bodies of experts 2% may be nocsssary to asmt
1% P
the Couneil in the performance of its funeticnos,
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In a parliamentary democracy, there could Fe a rreblem of reconciliation between the
commitments or obligations of each individual Minister to his constitueney or a group af
- Mitisters to their region far o ¢laim on searcs resburces, awl the eollective responsibilily
of the Cabimet fur ensuring an efficient use of national rosouress in the eontext of oweral]
priorities which cut across the special neede of conslituencies or districts, The polenial
conflicts can he resolved only in a political forum, In ihis context, the functions of the
Planning Commission, as the central advisory orgaft of the Cabinet, can be hest performed
otily if it is treated as such, Unless the Cabinet nzes the Flamming Commission a5 ite cwn
secretariat fer amalysing, advising and monitermg all developmant rolicies atd programmes
and performance, its utility is litnited. :

7-3. Revision of the Financia]l Pracedures

There are two inter-related sets of issues which affecl the spesdy implementation of the
Plan, Dne relates to the necessity of a contitweus wawch on the flow of Tesmrees  and
oxpetiditures, The other fssuc is the nced o ensurs correspondence between [inancial expen-
ditures und physieal implementation of projects, It is essential to streambine the administrative
procedures for the rclease of funds for development projects and for periodie revicws of the
release of funds in the lipht of the assessment of the flow of resoures and the prigress
of expenditures.

In onfer o resolve these jssuss it is necessary to devise an appropriate nfopmation
systern on the flow of resources and expenditurcs,

[t is cssential to generate a continvous flow of data on (2) lax resources and non-tax
reseurces, (b) export earnings, Including invisibles, and (<} eommitment and utilisalivn of
foreign assistenee, including project and commodily assisiamce, The information on the flow
of expenditures should include not cnly allocations from the Minisiry of lianance 1o the
admimsirative Ministrics and agencies but also actual expenditutes incurred by ihem, Delays
in this regard would jeoprardise the shert term adjustment in the Annual and the Five-
Year Plan.

The presenl financial accounting sysiem is ontmoded and upenited to the peeds of
development planning as it docs not meet the requirements of modern eost analysis and
managerial comtrol. A modernisalion cell needs to be established in  Lhe Audilor-General's
Office to refoem the accounting system with 8 view to climinaling “suspense accounis”,
speeding up the processing and publication of aggregalive socounts, and making accounting
records consistent wilh an ceonomic classificarion of (he budgets. 1t is nceessary to simplify
classification of expenditures shown in budgei documenis whilst accounts for all Ministrics
and auionomous bodies should be made consistent, A uniform  classifeation sysiem of
resources and expenditures in the budget should be worked out through consuliation among
the Mimstry of Finance, the Planning Commission, the Ceriral Stavistical Apency and the
operaling agencics. The clussification of budget estimates, revisions and actnals, needs to
be intwgraled with the national aceounts framework., Aparl from the Government  acco-
unts, it is Dnecessary to  gemerale more  comprehonsive apd ddequate  duty oo
public sector operations as a whele in order to provide an  overall view of finaneial
relations between this sector and the rest of (he economy; this s impotiant both
for annual budgeting and for longer-lerm  economic planning. It is not ensush that the
Government accounts include the financial transactions of autoncmous public cndiies only
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to the extent thal they divectly affect the fimarelal position of the Governmelnt, e g, on the

revenue side, interest ond amortization payments, profit remittances to Govermment and o

the expenditore side, loans and grants from Govermmnent om of budested funds. To enable

a proper asscssment of the role of the public scelor asa whole, the reccipis and outiays of! 3

antonomous public entilies have (o ba covered more fully ard should be comsolidated with
Governmment hudgel data.

The financial procedures fue the release of fonds according to Plan priorities i crucal
in determining the specd with which 2 Plan is implemented, Once the Annval Plan  iacluding
ihe specific projects and programmes is gpproved by the Cahinel, the Finance Minisiry should
release funds on a quarterly basis. As  the information  system becomes more efficient
and projections become more roliable, the release of funds could be made on a half-yearly
basis. During the middle of the finarcizl vear. a revision ol the Plan needs to be underiaken
onihe basis of performance of the last six momhbs and revised projecidons of Tesources
and capenditures for the next six months, Lhe revision of the Anmual Plan is based upon
the revision of the csiimates of imernal and exiermalresources. It is imperative thatthe foreign
exchange budget is prepared simultancously witk the annual budger, There is at the moment
a Furcign Exchange Allocarion Commillee consisiing of the Planaing Comrnission and Finance
Ministry to sorotinise the competing claims for foreign exchange by dillerent sectors for
both developmoent and non-development purpoescs.

7-4. Project Preparation and Tmplemcentation

In the past one of the obstacles in the way of accelerating the pace of econcmic develop-
ment has been the failure to devise and implemenl suitable projects. This problem siill
remains and most be climioaled as quickly as pussible, The Planning Comprission indlends
10 sirengilen its section  concerned  with  monitoriog the  development peiformance.
It also intends to review the progress in projecls proparation as well az implementalion
at regular intervals, Time-1ables will belaid dewn for the completion of project preparation
and will be Iimked to the niesd for technical assistance where appropeipte.  Each
Ministry or agency rosponsible for the prepuration of projects will be asked fo submit
such 4 lime-table to the Planning Commizsion stuting the dare when preparation Of projects
15 expecled to be completed. This will form the basis of veriflving the progress that has  been
made.

In a similar way & detailed schedule will be drawn up for csch project showing the
progress thit is expecied 1o be secomplished by certnin date,  The smount of detdil needed
for this will vary from project (o project, Ttis intended to slevt with 2 [airly simple system of
reporting which will indic: te primarily when mijor steps in the execution of a4 project are
expected to be completed,  Such dates will be zgreed upon between \be cgency responsitle for
the progect snd the PTlenning Commission before the profcet sterls, Feilure to complete
projects according to schedule will require explanation, and verification of progress will be
an important part of ensuring the discipline neaded for the timely execution of plans,

A5 sgon as experience is gained with the application of 4 simple system of conlrol
a more sophisticeted snd cffective systemn of plan preparation and repofting such o8 critical
path unalvsis will be introduced, This will enable 3 much more deteiled schedule for exe-
ention to be deown up end will cell for much closer supervision to be cxercised over the
cxcoution of projects, The implication of the adoption of such a system of project control
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Is' Firereaching. In a refined system the method of execution of projects can be improved
a8 a conscquence of attempting to redece construction paths lo a minimum by adopling

‘an improved ordering of the czecution of the work and by changing constructicn methods

wf_th the intention of siving time. 1o 11 cases shortening of the time teken for construc

¢ ton has the effect of reducing costs, Thiz ig all the more imporlanl when the cost of
- eApital is high, as it iz in Bangladesh.

~ All plans for the S}'Sf:emat.ic ¢xecution of projects are subjecl to the possibility of un-
foreseen delay., Beeause of adverse weather condilioms or mnatural disasters exccution of
projects may be delayed, perliculerly those involving earth moving or a large amount of
comstruction. Allowances would thus have to be made for the effeet of such unpredict-
able events on construction times. Delays in exceution, however, are not nlways cansed by
natural factors or methods of excention, The availability of imported goods, the provisions
of licenses when these are required and feilures on the part of sub-conlzsctors are zlso
factors which affect exccution. '

In some cases a simple way of monitoring the progress of a Project i to compare
the rute of disbursemcnts tzking place with thet which was plamed.  This methad . an
penerally be wsed to detect excessively slow imiplementstion but it is subject to difficuliics
if disbursements are irregular.  The monitoring system should be desipned to eliminate such
irregularities. The excrvise of full tudgetary wonlrol over the cxecution of projects needs
to be both financizl, in order to verify that expenditures ere rightly made :nd to identify
increases in costs, and physical to ensure thet construclion hes token plece on lime angd
at the cost budpeted for. This kind of sorveilleree is knowm 25 pecformance budgsting,

It will be the responsibility of the Planning Commission to see that Pressures  are
applied to ensure 4 vast improverment in performance, It will be the rtespomsibility of the
Planrmng Commission fo ewsure thet in the preparalion and cxecution of Projects a
properly phased programme s prepared. Im every case, guarterly report will be sent by
all implementing agencies to the Planning Commission indicating how project preparstjon
or implemeniation  is procecditg in rel:tion to the progrommes laid down, The Connmis-
sion will them exemine these reports and prepare o bricf report for submission to the Natjional
Economic Council drawing attention 1o zny feilure to attain largets and the tensons
therecf, It will also be the duty of the Plenning Commission tao devw the attention of the
Cabinct to instances where majar changes i procedurcs sre needed.  To do its task morg
effectively the officers of the Projects Section of the Planning Conimission will spend 4 considerablg
time in the field epot-checking on the accuracy of reports on project implementation, idenlifying
bottlenecks and dircetly monitoring the impact of the development plan on the performance of
the cconomy.

7-5 Administraiion of Local Activitics

The questjo'n of peorle’s participationin the development offurt needs alsa to he comsidersd
in this conncclinn., Paternalism of 1he goverument funcliodaries which was  (he dominant
feature for over two centuries prior to liberation cannet work in a demoeratic society where
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the mussca are besoming inereasingly politicised, Unless government operations are within
their reach and gomprohension, seople cannot feel involved. The only way we can ensure
their participation is by decentralising development activities. Small projects and varions
development programmes particularly in the rural areas must be implemented through the
Iacal government itstitutions. Such decentralization may lead to some inefficiencies in imple-
mentation at the sarly stages until logal cxpertise in planning and cxecuting development
programmes has been gained. But this is unavoidable if participation of the people s to be
secnred. While formulating a fairly comprebiensive plan for the country, the details in many
arcag bave to be worked oot by logal government ageneizs, The National Plan must be
explicated inte Distriet, Thana and Union programmes and targsts, wherever possible, Loeal
Government officers should be responsible for drawing up Jdetailed district and thana plans
under the snidance of the local zovernment representative, Some of the issues relating to
tho implementation of apriculture, water and rural development programmes have been discussed
in the scetoral plans. Here we would [ike to empbasize the need to ecombine technical
and ingtitutional planning at the local government level. The Zilla and the Thana Parishads
will be able lo act as oo-ordinating authorities only if the services of the officials of the
various ministries and agencies working at District/Thana levels are placed under the opera-
tional control of the Parishads. The primary role of the enncerned ministries will be servie-
ing, back-stopping and monitoring of perfurmance,

There 18 an implicit assumption in the Plan that the resources made available by the
ational Government through the annual development plan will be augmented by the com-
munity with its own rcsources, The communily participation and financial contributions will
be realiscd only if thelocal goveromuenls can show in their plans the kind of work they
will undertake ont of their own resources. If a community finds that il is nol only sxpec-
ted to implement a programme but also draw it up and where necessary and femsitle
make a contribution ta the offwt by using their own ressurces, they will gain confidence in
their own abilities and alse bs more enthusiasuc about the work. The responsible Minsiry
must be preparcd to transfer funds from projects and areas which have a poor
performance record to those which are doing well. However, if monitering means a mere
preparation and submissinn of progress reports but no follow-nup action as supgested abowe,
then we cangot hope to achieve much, To be able to encourage those who are performing
well there must be enough Aexibility in the Plan, Government must also be preparcd to
withetand undue political pressure even at the cost of becoming unpopular with these who
would wish to get a chare of national resources in spite of their poor performance record.

7.6 Control af the Private Sector of the Economy

The Goverttment is in a position to coftrol many aspects of the operation of this
scolor by administrative means, DBut it will have to be azsurad that the effisient operation
of the private sector of the ecotiomy is not hampered by administrative controls. The Go-
vornment bas resolved thal the private seclor is to be given the [ullest opportunity to euntri-
bute to the development of Bangladesh provided that the principles laid dewn for ils opera-
tion are obgerved and that any outcome inimical to socialistic development is avoided,

The influence of the Government is cxerclsed on the private seclor through fiscal policy
which ellcets the costs and revenues of businesses, through monetary policy which aflecls the
cost and availability of [unds for nvestment, and through commereinl policy which affects the
nature and volume of imperts and exports. These are powerful means of controlling and in-
fluencing the actions of the private sector. But the Government recognises that the private
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seetor of the economy must not be forced by cxeessive control into g position where it loses
all initative and can supvive only behind high tarif walle o sirict exchange contral,

The private ssctor can Play its assigned role provided (he resourees heeded pan be
made available, Considerabic stringenicy in the availability of means to pay for imports
limits the extent to which the private sector can implement its share ofthe Plan, The
privale sector may be permitted certain fexibility in terms of allocations of FERCAITCES 50
that moderate deviations from Plan projeetions are not Lecessarily pepalised.  Admitiedly
the projection of sepply and demand implicit in the Plun is suhject to ulcertaintics,

The Government will alse be able to influence the actions uf the private sector and
bring them into conformily with Plan obieclives in a variety of other wiays. Locationa]
dspects of private seclar operation will be influcnced by the development of induarrial
cstates; the provision of infrastructure by the public seetor will also exert i considerabia
inflyence, The demands of the nationalised sector for products of (he private sector will also
be an influence helping 1o keep private sector opopations o ling with the Plan, 8o too
will be the operations of Small Industries Corporation. Many small scale activitics such as
handloom weaving and coilage indusirics will he Pighly dependent on Govermment supPOT
which will help t¢ ensure that the former cirr¥ owt the funclions laid down for them
in the Plan. The coneept of Industrial Associations is also proposed as an ingtitytionz-
lited format for inlerrelating the public and private sector.

7-7 Structure of Services and Development Planning

Thz Servicss Reorganisation Commitiee cstablished 1n Mareh, 1972 has explored at
length the role of the structure of services for planned  economic development, A

few relevart and tentative recommendations which deserve close seruting are as follows
(2) Development is 2 specialized tesk and needs specialists,  Admibisirators sfould
chopse an area of specialization and cach should receive inlensive specialized
training in that area ; each should also sta¥ in the chosen urea sufficicntly
long to acquite relevant experience while at senior levels where inter-disciphi-
tary approach is nccessary, miove among Linked areas only. The  preseng

system of generalist officers who are transferred frequently from one Minjstry
to anether should be changed,

(b} Merit atd not scmiority should deminate in the determination
and contact of gdministration officials with ficld level workers
aged, Unless they spend a significant portion of their lime at periodic interyals
in the fleld they will not be able w clearly comprohend the problems awhich
the people and the ficld level officers face in petforming their activities, It is

necessary to grade officers” work and to introduce strict examination system for
promotion,

() The responaibility of cfficers and chain cf cemmand in decisinn making must
be clearly outlined. An officer canrot work cffectively  uuless his powers,
functions, and responsibilities are clearly stated. Once (lwse are stated, he should
be allowed to operate without any undue interference.  The smooth functioning
of the Government is grea(ly Bampered and delayed by the outdated and Lum-
bersome office procedure currently in foree, Unless these are simplified gnd
streamlined, the sysiem of office work canunnot be changed and it will be difficuit
to improve efficiency, The administzative Reorganiyation Committce will lay down
detailed rules and proccdures for specdy disposal of work in the Government offles,

of  promotion,
mus( he encoup-

E—11
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fd) The Ministrics concerncd with development activities must he so rearganized that they
are able to perform the following three functions efficiently : (i) policy formulation,
planning and evaluation of development projects, (ii) personnel management,
and (i1} financial management,

(¢} The exisling system of having Departments, Directorates and Corporationg in
addition to Ministries to carry out executive fonetions and responsibilitics
should be seriously re-examined. In such Ministries the scerctariat stoff should
bz cut down in Size and serve as staff ollicers to the Minister rather than
as a tier in the line of commund.

78 Strengtheninz of the Statistical System of Banciadesh

The guality of statistics in Bangladesh i3 poor. Statistiesl aperation has zo far been
coneeived of as clerical compilation of whatever data are Available, rather than scicntific csti-
mation of eccomomic concepts to be used for planning and policies, There is a need for
improvement in the quality of statistics and for developing a statislical system which would
provide quantitative guides for planning and policies at natienal or sectoral levels,

The siatistical syslem cannot be sizaificantly improved without & thorough reorganisalion
of the statistical institutions. Orpanisationally, the present system isVery much decentralised
and unco-ordindted; therc are 2 many as 18 agencies with over 2,000 employess. The
madin permanent Agencies are two : (1) the Bangladesh DBurean of Staijstics under the
Minisiy of Planning employing 670 employess, and (2) the Bureau of Agricultural Statistics
under the Ministry of Agriculture employing 578 employees, In addition, there are two
temporary organisations, namely the Population Census Commission under the Ministry of
Home and the Agricullural Census Commission under the Ministry of Agriculture which
are also reguirced to produce basic statistics. The other 14 agencies are primarily engaged
i progessing data mostly nesded lor the current operation of their parent organisations,

It 1z proposed that the statistical system of Banpladesh should be reorpanised
(a) to integrate the present decentralised statistical agencies into onc statisticd] organisation
capable of discharging its funelions to producc reliable statistics nceded for aualysis, plunning
and policies; (b} to strengthen the statistical organisation by raising its statys and by making
provisions for appointment of an adequate number of highly qualified statisticians, cronomists
and administrators and (c) fo design the systemn of salistical information into a co-ordinated
frame-work chifting emphasiz from mere elerical compilation 1o scientific estincation apd
research,

The four principal organisations, namely {(a) the Bangladesh Bureau of Statistics,
{b) the Burcau of Agricultural Statistics, (¢) the Population Census Commission and (d) the
AgricuTtural Census Commission, should be integrated into one central organisstion. The
remainine stalisticdl cells i various Minjstries and Departments may continue fo function
ta meet their internal requirements,
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CHAPTER VIII
AGRICULTURFE, WATER RUESQURCES AND RURAL INSTITUTIONS

£1 AGRICULTURE
£.1.1 Introduction

A, Role of Agriculture

The economy of Bangladesh is predominantly aericultural, Of the 7-4 crore popilation
about 90 per cent live in roral arcas and over 75 per cent are engaged in agricultural activities.
With a rate of population growth sround 3 per cent, high initial ynemployment, and limited non-
agricultural employment oppartunities, it is likely that for decades agriculture will have to provide
the bulk of productive work opportunitizs to the population. This is particvlatly so beeauss
employment-capita) ratio is low in the non-agricultural seetars, ' "

The predominance of agriculturs in our cconomic 1ife also becomes evident if we look at the
magnitude of its contribution to the GDP of the country.  Agricutural output in recent vears
accounts for about 55 to 58 per cent of GDP at current prices, Approximately 40 per cent of
GDP is derived from the major crops and 28 per cent from rice alone. Fishery and Livestack
each canttibutes around 5 to 6 per cent of th: GDP and Forestry about one per cent, The rale
of growth in agriculture, and more particularly crops is, therefore, of crucial imperanes for the
economic development of Bangladesh. Labour productivity and income per head in agiculture
are relalively low and cannot be raised without increasing capital investment in agricnlture.

B. Stueture of Agriculture

Crep produciion dominates agricullurc in Bangladesh., Rice covers about 78 per l::_f.:ﬁt uf
the cropped arca, Other imporlant crops arc Tute, Suparcanc, Tea, Tobacco, Oilsccds, Potato
and Pulsca. By world standard the vyield per acre for all thesc cropg is very low, Table ¥ITI-1
shows the acreage, production und vicld of major crops (average of 1965-66 to 1969-70).

TABLE VIIL-1.

Acreage, Production and Yield Rates of Major Crops in Bangladesh (Average of Years from
1965.66 to 1969-70),

Crops. Acrcage Production Yield
{lakhk acres).  (lakh tons). (Tonsperaers),
Rice 5 o i i 23900 1607-20 447
Wheat A o . L) 2413 0Dag 370
Potato e S 4 iy [-80 633 -840
Sugarceme .. = i i £.91] 75-25 15-000
Ol seeds ) = ¥ X A 28l 0-320
Pulses i = e o 568 2-61 ‘ - 300
Jute v o . Vi 23-00 11-90 : Q-317 .
Tobacco s ea . " 11z 0-33 0-294
Tea & 5 i i {-94 0-29 0:293.
Others i - i1 i 15-88 st i
Total area of all Crops i 307 L8
Net cropped area including corrent fallow . 224-28

s i,
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Totel agricultural Jand (including current fallow) in Bangladesh is about 2-24 crore acres.
Tnf;ﬂ Iumr.rpcd area in 1969-70 was estimated to be 3-2B4 crove actes,  Appregate cropping
mtensity thus works out at 116 per cent though it varics {rom district to district, Almost all

;:ultivabie land is now wnder plough apd there is hardly any scope for further extension of
and area,

According to the Master Survey of Agrculture of 1966, Bangladesh had about 687 lakh
farms as against 614 lakh in 1960 of which 61 per cent are owner-operated and 37 per cent
are owner-cim-fenant farms, Pure tenant farms are rather an insipnificant proportion of the total.
Approximately, 3 per cent of the farm area is cultivated by the owners themselves whils 17 per
cent i cultivated by the tenants mainly on the basis of sharing the creps. About 20 per cent
of the rural houschold do not possess any land, and this number is incremsing. The average
size of farm in Bangladesh in 1973 is estimated to be 3-2 acres as against 3-5 acrcs in 1960.
Approximately, 92 percent of the {amms in Bangladesh arc below 7-5 acres and cover about
70 per cent of the total farm arca, Almeost all farms incloding small holdings are fragmented.

C. Revicw of Past Apricultural Development

Agriculture in Bangladesh cxperienced o modest prowth of about 2-5 per cent per annum
from 1960-61 to 1965-70 which was Tess than the rate of growth of populadon. Growth in rice
production, by and large, remained stagnant until 1958, Tt however, fluctuated periodically
mainly due to weather. Annmal average growth rate in the fifties was 0:7 per cent as against
that of population of about 2.9 per cent. As a result, there was a steady rise in fooderain
deficit in the country. Even though the gverzge growth rate in rice output was 2-45 per cent per
year in the sixtics, Bangladesh had to depend on foodnrain imports on a much Iarger scale than
in the fifties. During the period 1960-65, the annual average import of foodgraing was about
#:5 lakh tons. This went wp to about 11 lakh fons during 1966-70, The actnal import
fn 1969-70 was 15 lakh lons. The annval import requirement of foodgraimg in 1972 and
1973 amounted to more than 23 lakh tons because of the war of libefation and the conscquent
dislocation in the cconomy and Lhe unprecedented drought in 1972,

Production of jute, the major export crop, declined in the fifties but registered some increase
in tha Jate sixlics. The average annual production for the period 1955-56 to 1959-60 was 575
lakh hales as against 65-7 lakh Dhales during the period 1965-066 to  1969-70. Production
in 1969-70 wag a< high g 72 lakh bales, mainly due to the increase in acrease.  The arcda under
jute crop from 14:6 lakh geres in 1955-56/1950-60 to 228 lakh acres in 1965-66/1969-70.
Jute acreape reached an all-time hisgh of 24-6 lakh acres in 1969-70. The present vield rate of
jute iz phout 3 bales per acre: it should be possible to increate thiz to 5 —6 bales per acre, Despite
the incresse in production, the sharc of Bangladesh in the world export market of jute and
allied fibres declined in the sizties. Jute has been under threat from synthetics. The cxternal
markel sfluation reguires that the cxporl price of jute be kept at a competitive level, At the
same time it is mecessary to maintain the domestic price at a level relative to rice which will
provide incentive for growing jute. To resolve this dilemma, the yield per acre must be increased
sharply and/or the cffective exchange rate for jote exports made more favourable.

Production trends of some important crops from the eardy sixfies (1960-61 to 1964-65)
to the late stxties (1965-66 10 1969-70) are shown in Table VIII-2, Production of wheat
and polatocs hag registercd 2 sionificant increase which has been  contributed by both
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higher avreage and ibcrease in yield. Wheat, howeser, constitules a very small proportion of
cereal acreage and production. With the exception of tobacco and vilseeds increase in the
production of other crops has been contributed mostly by acreage increase. Production of
pulses, fruite and vegetables has not shown any significant increase during the last decade.
Production and acreape of short gluple cotton declined.

Fishery, forestry and livesinek scctors made very lilile contrbotion to the growth.
Per capita consumption of fish has declined. The value of livestock output, e.g., milk and milk
prodocts, meat, eges and poultry has declined from Tk, 81-8 crore in 1964-65 to Tk, 80-2 exore
in 196%-70. Thober and firg-wood extrgetion bas declined considerably,

TABLE vIIT-2,

Percentage Change in Acreage, Production and Yield Rates of Crops.

Crops, Acreags, Froduction, Yicld.

Rice -+ %1 13 -+ 11
Juie* 1-32.9 S-10-6 - IR
Wheat 4-43.2 +6-5 -25.0
Potatoes +30-4 -+90-9 446.8
Sugarcang ... +32-4 --53-0 +16: 1
Tea 1193 214-0 —4 3
Tobacco + 8.7 +32.9 +2.D-_T
Oilsepds oo - 13 +34-5 432.2

Mote—The changes relats to fhe average of 1965-06/1989-70 over 1950-61 196465,
*In the carly sintics tho acreage was uwndsr teperied, “The change may not; therefors, reflect the sctual trend,

L. Causes of Slow Growth in Agricedire

The poor growth in apriculturc in Bangladesh during ths last Jecade can be attiibuted to
a number of inter-related factors. These are: (i) lack of uppropriale development stratepies
in wgriculiure, (i) lack of incentive, (i) Jack of right technalogy, (iv) low level of imvestment,
(v} low absorption of high productivity inputs, (vi} incfective’ implementation of the develop-
ment programme and (vii) inadeguate physical and instirofionz] infrusteochoce.

Natural hazards caused considerable fluctuations in produetion of erops perticularly Aus,
Aman, ard Jute.  Dovelopment efforts were, by and Targe, oricnied towards teadifional agricul-
ture. For example, high yielding varictics (HYV) of rice were not intraduced on a wide scale
until the late sixties. Their large-scale expansion was dependent npon the availability of
controlled irrigation water. Water resources development, particulutly frigation coverage which
accounted for about 7 per cent of the culiivated atca and quickly maturing development pro-
jects received much less attention than they deserved. As a resnit production remained hased
on traditionally low vielding vadeties.
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Gross annud nvestment in agricullure during the last decade h

a3 been extremely inade-
quate, The use of modern inputs was very small,

Though fertilizer consumption inercased
from 66,000 tons in 1960-61 to 2,65.000 tons in 1969-70, the quantities nsed were substan-
tally Iess than the umount of fertilizers that could be profitably used in Bangladesh, Necessary
incentives to imvest in modern inputs were Tacking among the farmers. ‘Ihe arca covered under
plat protection  inereased substantinlly towards the end of (he sixties. It went up from

6 lakh spray acres in 1960-61 v 98 lykh spray acres in 1960-70. Bul the total plant

Protection coverage was only arcund 12 to 15 per cent of the cultivated fand. One hundred

per cent subsidy coupled with ineflective distribution arrangements resulted in wastage of both

human and material resources, Consequently, the expanded plani protection work contributed

Distribution of improved seeds did pot muke much headway
in the sixties and local improved sceds did not win the confidence of farmers. Low-lift pump
irrigation programme which brought substantial arcas unds:

of irriguliom in the late sixties (64 lakh
acres i 1969-70) was the major contributory factor in increasing boro tice output, Neither
the tube

-well nor the canal irfigation programme made auy significant contribution. Credit-flow
from public sponsored institutions to agricullnre during the last decade was also quite inadeguate
refative o the volume of credit needed. Institutional cradit sourees in 1969-70 did
even 10 porcent of the eredit needs of the Tarmers,

very litie (w crop produetion,

not meet

High yielding varictics of tice which were introduced in the mid sixfies covered only about
6-5 lakh acres in  1969-70 as against the total rice area of 25-5 Jakh acres. The impact
on rice output was not, therefore, very significant. There has been rapid increase jn the aren
under HYV in 1970-71 and 1971-72 hut this still accounts for loss than 5 per cent of the totgl
rice acreage. Omly small amonnts of resoures: were allogated in the past for the development
of crops other than rice, No appropriate policy was adopted to encourage their expansion.  An
effective extension programme for introducing fmproved varietics and an intensive reseatch
prograrnme  for  evolving  improved  varieties for all these crops were lacking.  Since
relative price moved in favour of rice, farmers did not have suficlent incentive to incremse
production of other crops.

8.1.2 Objectives and Ceneral Stratepy
A, Objectives .

For the next one or two decades the objective of the apriculivral development programme of
Bangladesh must be to gradually replace the traditional and ereatly unstable agriculturz by a
modern agricvltyre capable of sustained growth, This can be attained not only by exploiting
all the opportunitics currently available for increasing agricultural production within the present
structure of the agricultural  industey, but also by gradioal struetural trapsformation  within
apricultare, <o that each individual area of the country sueeceds in realisiog ity growth potential.

While primary emphasis i to be laid on creating a modemn agriculture, other important
objectives of ageicultural plenning, should be:

1. To merease agriculivral incomes,



87

2, To provide productive employmenl 1o the growing rural Iabour force, for whom
prospects of non-agricudural cmplovment will remain small for maly yeats to
come. Lasbour inlcnsive methods of production as applied to the new high-
yielding cereal varieties can greatly contribute to this end,

3, To reduce rural poverty and promote equalily of income disiribution. “Thiz iz
particularly relevant to Bangladesh where agricullure is dominated by small farmers
and landless Jabourers. It is possible for agricutmaral growth to be accompanicd by
a contingation of acute poverty, This happens when technological innovations
flow only 0 a relatively small number of big farmers and some specific regions,
& exemplified by ‘preen revolulion' in many contemporary societies, Inerease in
agricultural production has, in facl, made rural incomes more nncqual in many
countries than they were before:  This cannot be allowed to happen in Bangladesh.
Rising rural incomes, must therefore, be accompanied by improved income distribu-
tion, which then will reduce rural poverty, consistent with onr social philosophy.

4, To contribute to the improvement of the forcign exchange situation by inercasing
pipotts and substiluting imports by domestic production of agricultural and
forestry products wherever it is efficient to do szo. This ia indeed eassential for
Dangladesh because of the huge import needs in terms of foodprams, cilseeds,
tobacco, cotton and forcst products as well as raw materials and machinery,

5. To improve nuiritional standards theouph incressed supplics of cheap calovies and
proteinous food including fish, animal produets, fruits, vegetablez and sugar.

6 To increasc the contribution of forest resources to the development of the country
throngh an improvement in the efficicney of forest management and weilization.

B. Specific Aims of the Plan

Tt is against this hackground of relatively long-term objectives that the agricultural develop-
ment programme for the Five-Year Plan (1973.78) aims at:

1. Selt-sufficiency in the production of foodgrains,

2. Creating employment opporfunitics for the rural vnemploved and under-empioyad
5o 8% to enable thom to aitain & basic minimum ievel of congumption.

Self-suMiciency in foodgrain production will refer o the level of foodgrain production which
will climinate our dependence on the Jevel of foodgrain import by the terminal year of
thz plan, 1977-T8. Thus defined, sclf-sufficiency as an objective js considered desirable end
justifiable becaute the drive for foodgrain production promises high and quick retoens on capital
and would bring an end to dependence on foreign sourecs of food.

The rccommended package of improved practices in connection with the self-sufficiency
drive will creale mnployment opporfunities for the rural unemployed. IE for example, apgricul-
toral outpot grows at 5 pee cent yearly, farm  employment is expected to  grow at 31 per cent
provided labour displacing mechanization is avoided. In addition, the Rural Works Programme
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will have an impartant employment component. To the extent efforts are concenfrated in
siven areas in the interest of the self-sulliciency drive, inter-regional disparities will tesult. Fural
Weorks Programmme will, therefore, have to be directed to palance the situation.

Achievemcnt of a basic minimum nutritional standard is a key objestive implicit in the
search tor grain self-sufficiency; yet paradoxically that scarch may posc a short run nutritional
threat. Replacement of wheat imports by domestic rice outpul will somewhat reduce protein
availability (wheat contains 10 per cent protein, while local and standard H. Y, V. 1ice 7 per
cent) and crcatc supply problems for deficit areas now led substantially from grain impotts.
It will therefore, be nccessary o

(i) arrange supply of domestically produced rice fo the consumers of wheat hitherto
impozted ;

(1} identify perticplar arcas at risk, and risk groups of CONSUMErs, &.8. pregnant and
lactating women, pte-school children in Jarge tamilies, houscholds with no male
heads, who ace likely to be more deficient nutritionally, and devise schemes to

help them;

(iii} congentrate atention on improved  pulsc cultivation and cxtend and improve
groundnnt cultivation ; -

(iv) increase the protein content of cereals {which provide 70 pet cent of all pmui.n in
Bangladesh) by varietal devclopment at Bangladesh Rice Eecearch Tmsttute
(BERI);

(v) avoid a high degree of rice polishing, which can induce golire and beri-beri;

(wi) taise fish yields; and
(vii) raisc animals, e.g., daity cows, beel eattly, poullry birds, sheep, elc., in areas whers
thers gre natural advantsges in dong =0,

C.  The Strutesy jor Eguitoble Rural Income Distribution

The distribution of operational farm holdings suggests that rural inequality in Bangladesh
is relatively less than in other developing countries. However, there has been on increass in
the number of landless Iabourers during the Jast decade. Although the strategy of =eed-based
technology adopted in the Five Year Plan s designed to have the widest possible application and
ihus benefit to some extent a large mumber of [armers, however, il may add to the trend of
jmercased  ncquality if the large farmers continue 1o have greater access to inpuls, credit,
infiomation and power than the <mall farmess.

Tn order to counteract the adverse efteets of the new lechnology on income distribution, a
number of specific measures are incotporated in the Plan. Thusg, the agricultural plan on
the whole will significantly contribute towards realisation of a socialist economic order in Bangla-
desti.  Some of the specific measures are :

1. The agricnltural plan envisages concemtration of the new seed-based technology in
cartain areas on account of technical, instifutionsl and financial constraintz. But
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the area of concentration will be distributed over almost all the districts covering
approximately one-third of the total cultivated area. Such large, widely distributed
“areas of concentration” together with normal  “diffusion effects” will promote
the sharing of benefits from the technology by a vast section of the rural population.

2. Special attention will be paid to developing rural institutions at a rapld rate, The
small farmers, tenants, share-croppers and landless agricultural workers will be
dmwg into all credit and co-operative organizations by providing incentives and
Carrymg out intensive promotional work. They will be given special representatipn
in the management of such bodics.  This depresscd class of people will be allowed
to save and repay Joans in kind and by contributing labour. [he credjt organiza-
tions will build storage facilities so that they can accept crops for payment of debt
and sceurity for new loans.

3. A Ruoral Works Programme will underiake a Targe number of labour intensive projects
all around the country, It is expectad that thig programme will generate a substan-
tial volume of employment during the plan period, This programme will equally
benelit the large und small Lindewners by ensuting better drainage, irmgation and
transportation tacilities,

4, Si;:miﬁcanj; changes in the cropping pattern, and labour intensive techniques in farming,
will raise employment in famm-work and in many areas will make work availabls
during traditionally slack seasons. !

S. A policy of withdrawing subsidies on all inputs will have a favourable effect on incame
distribution. IL will climinate the unjust practice of henefit being monopolised by the
more influencial and privileged people and regions, The elite class will not bs
allowed to exert their authority and influence in getting benefite from subsidies by
depriving the poorer and less privileged class. Instead, they will have to pay
allention to improving the efficiency of their farms.

6. The co-operative institutions will assist by organising landless labourers and invelving
them in decision making. Such organized Jabour-force will facilitate implemen-
tation of Rural Works Frogramme schemes and help the workers to systemntically
migrate towards new jobs seasonally. :

7. Rural industries will be located in a dispersed manner. This will be dene specially
in regions outside the intensive agricultural arcas, perhaps somewhat more than
would be justified in terms of costs and benefits. Many of the rural industries will
be co-operative based so as to ensure benefits to a large number of rural families.

8, The people in arcas of special nutritional risk will be helped by encouraging consump-
tion of grovndnut protein and fish protein concentrate.

The measures suggesied above are necessary but not sufficient to significantly inerease mral :
equality and Jead Bangladesh towards the cherished goal of a socialist economie order. Radical
land reform measures will have to be implemented because distribution and tenure systems are
the fundamental factors determining rural employment and income distribution in a predominantly
agrienltural society.

E—12
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ln .crrd&p 1o ac]:lrlﬂe +dhe objectives outlined in Section 8.2 the targets for crop productien
durmg the 111311 pexiod have been fixed as shown in Table VIII-3.

TABLL YII[-3

Target of Produciion of Imporiamt Crops during ihe Plan Peried

; _ . Percentage
Crops. Unit of Bench-mark | Target in.  increasg  over
measprement.  Production. 1977-78.  bench-mark,
Rice .. i .. Lakh tons 1124 A . Bai
W het i i i 0 36 0o
Julc . - e =1 Gh-6 {7210 o0 370 {26.0)
Sugarcane .. G o - 600 742 240
Potato P e B & -8 11:0 41-0
Oilseeds .. = i i 240 A0 Y lUE!-G'
Pulses - .. " o B 2y §ig 200
Tobacen .. e .. Lukh pounds 870 L4TSD T 690
Fruits and Vesetubles .. Lakh tons 42 S %) [0
Cottem .. 5 .. Thousand bales 13-00 63- 00 | 38-4

© Male Bench-mark Production relaies o the avereye oF the 3 yers from 196468, For -Jute, 1]'= tofput
v::u?:ludcs Mesta, Tho figurés in parsnll®ss wefers A0 outpet in 1060-70 which  wes” the perk ot
of e,

The general strategy for achieving the crop production targets s to focus attention on
increasing yield per acre by the introduction ol high yielding varieties of sced, application of
chemical fertilizers, control of pests and diseases, adoption of improved intercultaral practices, and
contralled irripation.  This intensive agriculture approach will he adopted in areas of concentra-
tion with a view @ folly wtilizing growth potzntial of different regions.

1. Rive and Wheat

Tn spite of a larpe rice acrcage, the overall foodgrain production has not kept piaee with
population growth.  An intensive foodgrain production programme was launched during the late
sixties but achievement fell far short of cxpectation due to a number of contributing factors already
tnentioned, The unnual growth rate in the production of rice during the sixties was only 2.43
per sent.  Production of foodprains as well as other crops suffered 2 serious setback rluru:lg tha
War of Liberation. The preparation of the present Plan had to be undertaken keeping in view
the adverse effect of the War on the whale cconomy.
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o Tm‘ﬂgrmm pmduutun Is ‘planned t nerease from the I1Lm.]1rn'|r]£ revf:l r:rE 113 Ial’h tn:m-_-.
(achieved in the late sixties) to 154 Takh wons.  This jodicates an increase of 36 per cemt over
the plan period wnd 64 per cent per year annually compounded. The larget production is
planned to ensure  sclf-sufficiency in foodgraine by 1977-78 thereby  making costl} jmpurrs,
innecessary in the terminal year of the plag.

TABLE VTIT4,

Annual Requirement and Projected Production of Foodgrain during the Plan Peried -

Foodgrain Gross Foodgrain
- : Popualation  consumption Productionel avallable for  Deficeit /surplus
Year. - . (in crorel reguirement fooderwins  consumplion  (in lakh tens).

fin lakh fin lakh {in lakh

tons) tons), tons)
197374 . 167 1204 120-3 108 4 —12-0
197473 = 783 1231-0 132-2 119-0) —4:4
[373-Th - Fe0u 127-5 1379 124-1 v G0d
1976-77 . = 831 1301 1441 1297 14

1977-74 Ll 354 139-0 1544 139:0 Nil

TEATte nEu:lLlCtmg 19 per gont lrom the gross poduction for sqed, [ved and westsgr.

A number of issues need lo be discussed (o make some of the coucepts and implications
clear. First, the mﬁ.ininf, of selfsufficicricy necds (0 be understood. Tt the production
plun succeeds ihen in 1977-78& per capita availability for wﬂsumpuun from domestic production
will roughly be 16 oz. per day. Thus by implication self-sufficiency is buing defined as 16 oz,
diily consumption per head.

Such definition, without reference to the standard determinanls of per capifa consumplion.
wiould appear tao migid, Questmns will naturally be raised as to whether such a mnsumptuan
larget is consistent with the postulated rute of income generation, the target of toleruble food prices
and a great many other factors.

Implicit in the farget is the recognition that active policics will have to be pursued with
respect lo many of these [uclors, The acget per capiia consumption has not been derived from
the usual kind of projections bused on eobserved incume elasticities. A wore important deter-
minant has been the produetion possibility, The sequence of sleps ivolved in arriving at (he
estimutes was as follows:  First, it was cstimated by how much oulput could be increased
il a determined effort was made. This estimate was based on detailed arcu and specific analysis of
production possibilitics for esch crop.  Mext, it was asked whether the outpur Jewel, thus deter-
mined, would be enough, given certain policies regarding distribution, to feed the population. If
was found (hat after -allowances for seod, wuste, ete., per capita daily availability wounld be about '
16 0z. 'This'is a reasonable average level znd can be seecpted unce it is onsured that the standard
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deviation of consumption wonld be low. Finally, it was asked what policies would be necessary
to keep the standard deviation low, I distribution is left entircly to the market, the objective
will mot be achieved. The Government must be prepared to have distribution programmes
gimed at ensuring reasomable comsumption for the low income groups.

At this stage it is not easy to forecast the gruin price in relation to that of olher goods
in the context of the target of keeping consumption within the wtipuluted limits during the period
of rising incomes, particularly in rural arcas, It is possible that consumption demand will be so
much higher than availability that the resulting market price will be unacceptably high, le., in-
consistent with the permissible standard devigtion even after the available Government distribution
system has been Fully ured. '

To cops with this poseibility, additional provision has been made in the Plan. As can be
seen from Table VIII-4 tafal foodgrains imporls will have to be only 21-8 fakh tons for the
five years if the consumption targets are adhered 1o and production targets are exactly achieved.
In the import programming an additional provision for about 10 lakh tons has been kept to cope
with the possible nced to liberalise consumption beyond stipulated limits and the possible failure
of some crops. If distributed over the five years, these additional imports will raise per caplta
daily consumption by 1 oz

Tl vagertainty of agricultural production alss needs (o be raken into aceount to cosure suffic-
ent (lexibility. The plan shows target output for cach year under assumptione of normal weather
and notural conditions. It is quite possible that some crops will wrn oot to be worse while
others will prove better than projected. Tn the past, standard deviation was ronghly & per cent
of mean production of rice. With the increased share of bore (which iz a far Joss nncerfain
crop than others) such standard deviation should go down in future, but some 1;::Hiali:slilltg,r from
the projected trend would be inevitable. The additional imports are partly designed to offwet
such possibility, Rouehly a million toms of additional imparts will be needed to cover the
deficit in the mid-year if the standard deviation is 4 per cont of the mean owtput and the crep
failure Is of an intensity which is no greater than one can expect to happen, cn past evidence,
more than once in twenty years.

(6) Strategy

Two broad sirategies will be employed to increase production of fuu&gra?ns: {i]. increase in
vield rates and (i) increase in cropped area by multiple eropping, made possible by irrigation,

The increase in yicld will be achieved by introducing HYV in irrigated areas, SF]CGt'Eﬂ rainfed
areas, and in traditionally irrigated Boro arens.  Supplemental irrigation u.-i‘ll. he provided to profect
areas under HYV of Aus and Aman, if affected by drought. The expansion of the '{T'{V ul{der
rainfed corditions will be at an accelerated yate in the initial years of the Plan, This iz mainly
hecause of the fact that the frrigation capacity will take some time lo expand to apcommoadate a
larger aren under HYV,

Distribution of inpuis, credit and technical information necessary for a successtul _I'ﬂﬂdf_!.miﬂ
programme will be specifically directed to the arcas under irrigation and HYV. For this, :{PTT;;
ptinte policiss will he formulated and mecessary transport and institutional arrangemen
be made. _ o '
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Keeping in view the objectives of achieving self-sufficiency in foudgrain production during
the plan period, a programme has been prepared by which the present bench-mark foodgrain
praduction level of 113 lakh tons will be raised to a total of 154 lakh rfons at the end of
the plan petiod (Table VII-5),

As the exisling deficiencies In communication, transport, organisation and institutional faciki-
tiss cannot be eliminated quickly, foodgrain production is not expected to increase Initially ns fast
as. it could by mere introduction of HYVs in the rainfed areas. With increasingly efficient
infra-structural supports, the production is expected to gain momentum from the thied year onward,

The three major rice crops which will receive emphasis during the first Plan perind with seed-
based technology will be transplanted Aman, Aus and Boro. These three classes of tice constitute
about 81 per cent of the total rice crop.

TABLE vl1ll-5

Contribution of the Rice Varietles to Production duging the Plan Pericd.
(In fokk acres and s

Bench-mark, First vear (1973-74). Fipal year (1977-78}.
i —_— e — [ S — S T, S — T .-—cl—r-l—ll—ll—-k-——- —

Acreapge, Produc- Acreage. Produc- Acreape, Prqduu-
Lion. tiomn. tion.

[. Trrigated HYVs ;

iy 5 . 2 16 30 32 440 382
K 3 % 2 i £00 320  26-50 2550
il A i 9:50  10:89 1600  18-30  30-60 3825

SubTotal .. 10-12  11-05 2030 21-52  61-50  67-28

AL e st

11. Raiofed HY Vs @

Aunz .. i i o 2 300 1:35 1100 5450
At . 1240 625 2100 1176  22-00  13-30
Borg  (with  iraditional 342 2-25 348 2:33 3-70 4-05
irtigation).
Sub-Total .. 1592 850 27-48  15-44  38-70  22.75
II]‘ Lﬂcﬂ] : . wErT. o —y pr— g, ] L ) E— ey et L L SRR § P — —
e i . 7979 2872 7555 2644 5120 1690
Aviad . .. 8305 3968 7200 3384 3850 2533
Bors (with teaditional  11-00 550 7.5 3.68 5-00 3-30
Trrigation).
Sub-Total .. 173.84 7390  155-07  63-96 11510  44-53
ki . .. 4800 1872 47-00 1833 44-00 1628
Wheat - i, 300 90 300 100 600 360
Total ..  250-88  113-07  252-85 12085  265-30  154.44

—— e ———
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¢ Flunsplanted Aman :

re o Transplinted Amdanlconsiitutes ubbut 38 per centof. thé féa sown and contributes about 41
pet cent of the total rice production. The increase in production of this erap is contemplated throngh
!flle _r_gpl_ﬂ_cc{mut of local varleties by IRRI-20 (or IR-5 for irrigated areas) which can be salely grown
nareas which are net flocded upd are dlso more or less free from droughts. The Planning Com-
"mvasion_cstimate that it would Be safe to grény IR-20'in an arca of about 30 lakhs acres which will
Have -assured rainfall and which are rélatively free from- floods or standing rain water. The first
thnljs.l with IRRISZ0 was made in 1970271 with an area of one lakh sixty-seven thousand acres.
'I_‘]Jls went up 1o 12-5 Takh acres by 1972-73.  During the First Plan Perfod the area iz expected to
rise from 25 lakh acres during 1973-74 to 40 lakh acres by 1975.76. The area under rainfed
HYY Aman niay sttt showinmg some decline from that veat as some of the Aman areas maj;* go
under supplementary irrigation (deep tubewell or low Lift):  The grea under supplementary irrigation
om the ather hand will increase from 4 lakh acres in 1973-74 to 26 Takh acres by 1977-78. The

arca tnder HYY T. Aman {irrfgated and rainfed) will show an increased of 288 per cent over
1972-73 acreage. : :

" "There iz dyery likelibood that there would be some increase over the estimated production
of both rajnfed and irrigated high yielding varictics of T. Aman due to increascd cxperience in
cultural t‘cu{1_niq1|;5,_ spill over effect and also increased “cfficfency i the utilisation of supple-
‘Tentary irrigation, e ' 3 ' I

Aus ' © e ey

Aug constitutes abot 32 per cenl of the total rice acreage and contributes about 25 per cent
of the peoduction.  Experience with seed-based technolopy in  Avus crop has not been very
enconraging as suitable HYVs for growing in the Aws season had not been  adequately tested.
The three new vaneties *Chanding’, Mala® and ‘Porbachi’ have recently been released and have
proved their superiority ‘over the local varicties and have been readily accepted by the prowers.
These variciics ave of short duration and will be suitable for Ays scason both under transplanted
and troadeast conditions.

Under rainfed conditions, HYV Aus wvacieties will be grown in an area of 1-7 lakh acres
in 1973-74, The area will gradually increase to 11 lakh acres in 1977-78, a substantinl portion
of which will be srawn under transplanted condition in arens with assured pre-monsoon showers.

_ The irrfigailed Aus will be  confined to deep tubewells and gravity irrigatien areas. The
area under irrigated  Aus will mercase from 22,000 acres in 1972-73 to 30,000 acres during
1973-74 and: to 4-40 lakh acres by the terminal vear of the plan period.

The traditional Aus avea will consequently show somc decling from  about 80 lakh acres
o whout 51 lakh by the terminal year.

Boro

“Boro which . constitutes about 0 per cent of the tolal rice acreage and contributes about
"16 pek cent of the total riee’ production will receivie the greatest emphasis during the Plan period
as it has the highest vicld potential and is gown during the most stable season of the year.
The uew strateey will, thergfore, place greater emphasis on irrigated Bore. The arca under
wrrigaled  Boro will loerease trom about 10 lakh acres  during 1972-73 to 16 lakh acres in
1973-74 and to 3G lakh ascres by the terminal vyear. The traditiopal irrigated areas
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with lvcal varieties, on the other hand, will. decline. from. 11 lakh- -aergs: itoq. 50 Hakh
by the termifial year, as more ok such aress will go either undsr HY My with. traditienal - itripatisn-
or undér maodern controlled irtigation, The Hyvs undes. traditional irrigation, at-presenL COVEE
about 3-& lakh acres (1972-73) which will increase ta 5.7 Takh acres by the. termisal. year:
of the Plan. The areas under HYV Fofu (midern and. tradifional irrigation) will, shuw . aim
increase of ubout 300 per cent over (he 197273 average, PRS o

Broadeast Ammn

Tice sereage and cuatributes about 17
ior growing under highly flooded conditions of
The new: seed-based. technology, therefore, will not
have much impact on Broadcast Aman production, the acceage and. production of. which, in-
fact, will decline from the ¢ugrent 48-0 Takh acres with a production of 187, lakh. tons ta. 44:0.
lakh acres with w production of 163 lakh tons (1977-781. The decrease. inucreage fs estimated
mainly duc to conversion of 13, Aman lund into Bora land, . AR

Broadeast Aman accounts lur 20 per cent of the total
per cent of the total production. HYVs snitghle
broadcast Aman have pot yet been evolved.

The. principal cropping patlern on the irrfguted lund during  the First: Plun period |
will, therefore, be HYV Boro followed by HY'V Aman, secondly, and to 2 lesser extent, Y.V
Aus (Chanding, Mala and Purbachi) followed by HYV Anian, In -the terminal year. of the
Plan, Boro will contribute 29-6 per-eent, T, Aman 42 4 per cent, Aus 17-2 per cent angd.
B. Amun 10 per cent of the estimated tols) rice production.  This is in contrast with the current
pattem of producion, in which Aus contriburtes 258 per cent, T. Aman 0.9 per gent,
B. Aman 16-7 per cent and Bom 166 per eent of the toral rice productivn,  The e
strategy places greater reliapee on irmgated rather thag on rain-fed. rice calture, as:this is. expected
to substantially reduce the extent of annual flwcluation m production cansed by drovghts and.
foods, The estimated rice arca under modern irrigation ut the terminal vear will be 61-5 . inkh
acres or 237 per cent of the totul rice acreage and will comribute sbout 67-3 lukh tons or
about 44 per cent of the sstimated lotal foodgrain production. This contrasts with the current
rice acreage under modern irrigation of only ghaut 4 Per cont of the \otal riec area practically
all of which wnder Boro, contributing about 9-& per cent of the total foodprain production,

Considering lund development units, soil characteristics, hydrolngical conditions and climu-
tic factors, 3§-7 lakh acres have been carmarked for growing HYV rice crops  under rainled
conditions and under traditional frrigetion, This is gspected to contribute about 2275 lakh
tons or 14 per cont of the total foudgrain target by 1977-78. Local varieties of rice will still

be grown m about 160 lakh acres and will contribute about 41 pet cent of the total foodgrain
production, ' :

- Production und consumption of wheat in Bupgladesh have been inercasing . though _in,
vomparison with rice, wheat &fill constitules a small proportion of total foodgrain,  With aceclern-
tion of tice production some marginal substitution of wheat amsumption by rice is expected..
At present a mujor proportion of wheat supply is met bv imports.  Tn the Plan, wheat production
is proposed to be increascd from the benchimark level of -9 Jakh tony to 3-6 lakh tons in
1977-78. This increase in production is cnvisaged through gradual replacement of the loesl
varieties of wheat by improved high vielding varietics_and- increasing ares undar wheat from the
present 3 Iakh acres to 6 fukh actcs In the lerminal vear of the Plan, . :

-4
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The ioodgrain production programme will be greatly dependent on irrigation by the termin
ycar_t{f the Plan; keeping to the irrigation schedule will, thetefors, be crnagirf the ?rmpumnt pr:l-
requisites. Some of the Jarge-scale Irrigation Projects (LSP) and ‘Deep’ tube-wells (DTW)
will be used for double cropping with HYVs., Al the low-lift Pumps (LLP) will be used for
Boro while a certain percentage will also be used for supplemental irrigation in the Aman season.
In calculating the area under irrigation for rice and wheat, requircments of water for other crops,
insufficient water availability, mechanical failures, and other factors have been taken into consi-
deration. Effect of such factors is expected to be felt more acutely in the initial years of the plan
Fm‘iﬂd but with increasing organisational and iechnical efficiencies the situation is expected to
umreove towards the final years of the plan period.

Full advantage of irrigation facilities and the IIYVs will not be obiained unless adequate
supply of fertilizers is assured, Considering various factors, different levels of fertilizer combina-
tions pave been suggested for the rice and wheat crops, Highest doses have been suggested for
HYVs grown under irrigated conditions followed by rainfed HY Vs and local varieties and none
has been recommended for the broadcast Aman crops. The dose sugpested for HYV Boro for
the irrigated area is 90 Ibs. of Urea, 46 Ibs. of T.5.P. and 14 lbs. of M. P. in the final year
againat the bench-mark figures of 60 Ibs. of Urea, 27 Ibs. of TSP and 2 Ibs. of M.P, per acre. The
doses for the HYV Auvus and Aman have been recommended to be 75 lbs,, 40 1bs. and 14 Ibs, of
Urea, ISP and M.P. respectively against a very low benchmark of about 13 Ibs, of Urca, 8 Ibs,
of T.S5.P. and 2 Ibs, of ML.P. for local Aus and 15 lbs. of Urea, 4 1bs. of T.S.F, and 2 Ibs. of M.P.
per acre for local T. Aman. For the traditionally irrigated HYV Boro a lower doss of 50 Ihs.
of Urea, 23 Ihs. of T.SP. and 7 Ibs. of M.P. per acre has been suggested for the terminal year.

On the basis of suggested doses, the use of commercial fertilizer for foodgraing is expected
to increase three fold over the benchmark figure of 233 thousand tons (Table VIIT-6). Periodical

review of the programme will be necessary.

TABLE VIIL-6
Annual Input Requirement for the Foodgrzin Crops during the Plan Period.
{{n thousand fcms).

Inputs, Bench-mark, 1973-74, 1974-75, 1975-76,  1976-77. 1977-T8.
Commercial Fertilizer .. 233.000 340-000 385-000 473000 S81.000 732000
Pesticides 1G-800 13-400 15:200  16-1C0 17000 18.000
Seeds i - 12631 42«17  23-920 I1-3la 14: 155 18-360

With regard to availability of seeds of IR-B and IR-20, which will form the bulk of the HYVs
in the initial years, no serlous problem is expected since sufficient area is already covered by these
erops. It can be reasonably aswumed that considerable quantities of seeds will be exchanged by
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the farmers themselves. Nevertheless, the executing agencies will have to take neceszary steps
for assuring the purity of seeds.  In addidon, varieties (Purbachi, Mala, Chandina, ete.) developed
by BRRI and muliplied in the BADC farms and through registered growers will be made
available fo the farmers asg certified sceds. The annual requirement of seeds for the Plan
petiod has been shown in Table VIIL-6.

It 3s estimated that 10 to 15 per cent of feod crops are affected by posts and diseases
annually. In order to prevent production losses, an cxtensive programme is envisaged to provide
complete plant protcetion coverage in the areas with HYV, Rest of the area will 1cceive 30
per cent coverage by the end of the Plan period. Plant protection services will be re-organised
and strengthened in order to achieve the desired targets. Annnal requirement of pesticides may
be seen in Table VILI-G.

2. Tute y O

Jute plays a dominane role 1o the econemy of Bangladesh, [n 1947, producticn of Jute
was [2-1 lakk dows which was 80 por cont of worldd production of juie and allied fibres.
Althwough world  production  increased from 18 lakh tons io 1949-50 to 34 lakh tons o
1969-70) the share of Bangladesh, however, declined to only about 35 per cent of the total

There was o sleady decline in the acreags and produetion of jufe ju Bangladesh during the
fiftics. ‘'Vhiz trend was reversed in the sixiies when there was some increase in production.
Jate planting was reciricted in Bangladesh vp to 1960 to stahilize the price of jute.  This resulted
in rapid exiension ol juie gnd kenaf cultivation in Tndia, China, Thaiisad and other comnties.
Uncertaimity in the supply of jute from Bangladesh topether with hich  world  prices  also
encouraged the growlh of syntheties in developed countries posing a sermous threat o jute. The
yield per acre of jutc remained essentially stagnant. Tn fact, some official stalisties show that
the vield declized from 4-1 bales per acre in the late fifties to 2-9 bales per aere in the daie
siztics. ‘The divergence hetween the two figures is, however. open to question since the methods
of arriving at the estimstes were quite different. Formerly, the vield fizures were oblained
based on subjective eve estimetion method, which was later replaced by scientiliz samrle survey
method, Furthermore, the acrenge figures of jute wete under-reported during the fifties when
the Jute Regulation Act was in operation The ¢flect of this continued to be reflectad in the ollicial
slatistics until the mid sixties. Modemn inpuis liks improved seeds, fertilizers, cte, were not
applicd in the previovs decade and this had been one of the major factors for  the poor
performance of juts. During the year 1970, a pilot projeet on intengive cnltivation of jute was
Inunched in 54,000 acres of packape-deul urea and 3,038,000 acres of non-package deal area. It
was clearly demonsirated that as a result of the vse of improved sccd, cultural practices, plant
protection measures and fertilizer jute yield mcreased o about 43 bales per acre in the package-
deal area and about 4+0 hales per acre in the non-package deal areas, as agwmst 2-9 bales

per acre in the mon-project areas,

Bangladesh must adopt a strategy of increasing per acre visld of jute and reducing cost
per unit of product. The price palicy should he declared before the beginning of the sowing
season. Jute production target is fixed at 91 lakh hales [ecxcluding Mesta) by 1977-78 from
the level of 72 lakh bales (excluding Mesta) in 1968-70. This means tbat the production

K—13
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be-

will increase by 26 per cenmt. Year-wise targets during the plan period is indig:&tcd'in the
following table: *.

TABLE VIII-7
Projection of Production of Raw Jute doing the Plan Period.
[Zakh bales)
Production,

S f_HEIuLe, Mtar't';_ Tﬂtﬂl.ﬁﬂi
1972-73 (Actual) 65-1 1-1 06-2
197374 . 73.0 2-0 F‘.f'i'D
1974-75 730 2-0 500
1973-76 82:0 3.0 45.0
1976-77 B7- 0 4-0 910
1977-78 91-0 70 9%-0

The production targeis take into consideration requirements of domestic mills, village con-
sumplion and exports. While the village consumption level is assumed i increase from 2+ 5 lakh
to 3+7 lakh bales, comsumption of mills will depend on productive efficiency of the existing
mills, installation of additional capacitics amd cxports demand for jute pands. The mill consump-
tinn s estimated to grow at an annpal compound rate of 5-6 per cent rising from the
current 28 lskh bales to about 40 lakh bales by 1977-78. Export fiputes are bhased on
the assumption that with a more reasonable export price, vigorous marketing and stable supply,
the demand will iherease at an annoal rate of about one par cent. Thiz does net take inte eonsi-
deration any special offtake bevond the present level of 2 lakh bales by TIndia. Indian
purchases of Bangladesh rew jute may incréase as a result of gpecial trade agrecments between
the two countries. Deducting the quantity for internal consumption by mills and farmers, the
supply of raw jute for export from Bangladesh by 1977-78 will be about 50 lakh bales.

Bangladesh has about 45 lakh acres of potential jute growing area of which nearly half
is suitable for production of high quality jute. Besides, in actual practice growers have wide
choice of prowing either juic or dee in the same aréa. The acrcage during the last decade
varied from 15 lakh to 24 lakh. Jute occupics about 9 per cent of the total cultivated area as
against 78 per cent by rice in the same prowing season.

In order W aitaln the phased target Juid dows in the Plan, the development programme
of jute has been deslgned to increase per acre yield and reduce cost of production. By using
high yielding varicties as evolved by the Jute Research Imstitute, tozether with improved cultural
practices, it is possible 10 increase per acre vield from existing 2-9 hales to about 5 bales per
acre. Thea factors which contribute towards increased vield are: (i) improved seed, (i) chemiecal
fertilizer, (i) improved cultural practices, and (iv) plant protection. ‘The siraregy  would,
therefore, be ta bring progressively 17 lakh actes under improved method of cultivation over
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8 perind of 5 years, leaving 5 lakh acres under traditionsl method of cultivation zs these
would be teo scattered and silwated mostly in the low-lying aress for a svitable package pro-
gramme spproach. The areas which will receive all inpats except improved seed would be
considered as ‘nen package deal’ areas. Swvch areas will alse be brought undar the packags
deal within the first plan period. Production from the project areas duoring the plan period is
ipdicated in the following table :

TABLE VIIT-8

Jute Production Programme for Plan Period.

Sources. 1973-74, 1974.75. 1975-76. 197677, 1977-78.
1. Area (Lakh amPH:_. T i
Package-dcal area 4-0 5-0 80 12:0 17:0
Mon-package deal area ... G-0 G-0 §+0 4-0 Nil.
Traditional area 11-0 11.0 B-D 6.0 50
Total .. a0 220 220 220 220

e — — —

2. Production (Lakh Bale:),

Package-deal area 12.0 22.5 16-0 540 76+5
Non-package deal area ... 24-0 24-0 24-0 16-0 Nil,
Traditiona] area 319 3 +& 23.2 27-4 14-5

Total e 139 784 83-2 $7-4 910

Though it is visualised at this slage that the jute acreage will be maintained ot 22 lakh
acres, this is pot a rigid policy. 1[ production targets are not met by increasing yield, atterpts
will be made 1 divert more areas to jute from other crops through appropriate price policies.

Varieties svolved at the Juie Research Institute have demonstrated potentiality of higher
yield up to 10 to 20 per cent over local varietics. These varietizs promise higher retuins at
low investment, The high yielding varieties which would be wsed for the development programme
are D-154 and C-6 in Capsularis and (-4 n (Witorins. The requirement of seeds has been

based on the following assumptions :

- The total area under jute has been cstimated at 22 lakh acres of which 17 lakh will be
put under the package programme hy 1977-78.

- %eed rate has been assumed to be 4 seers per acre.

- Beplacement of scod would be at the end of five years, Tt iz assnmed that 25 per cent
of the growers in the package deal areas will not keep their own seed and will

require fresh supply from Government.
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On the basis of these assumptions, the total annual requirement af improved seed s estimated
at 43,500 maunds by 1977-78. Nucleus secds and foundation seeds will be multipfed in the seed
farms of Bangladesh Central Jute Committee (BCIC) and through registered prowers who will
produce certified seeds which would be distributed amonget the jute farmers of the package deal
arcas. The quality of zeed will be checked by apn independent sced certification agenc;,r to be
get up under the Ministry of Agriculture.

The genetal recommended dose of fertilizer per acre is 45 seers wrea, 22-5 seers TSP and
22:5 seers Murate of potash. The tequirements will vary somewhat depending on the soil
types, It would be necessary to [ommulate recommendations based on soil fertility tests for each
broad soil fracts separately, Awailable indications are that the response to TSP is only marginal
and the actnal recommended dose could be reduced to mamlain reasonable phosphatic putrient
level in the soil, The requirement of potash for jute is, however, well demomstrated, and more
active extension efforts will be ncecssary to push the application of potash fertilizers in jute as
it improves the quality of jute and increase resistance against diseases,

Jute is subjcct to attack by pests and diseascs.  Plant protection measures will have to cover
the cntite jule crop.  Unless pests of jule erops in all the areas are simultansously controlled,
infestation may spread from ope area to another. The requirement of pesticides has been caleulated
on the assumptico the if at least 60 per cent of the area is covered on the basis of three sprays
per acre, protection 1o 100 per cent  arca can be expectcd. Regquiremcnts of pesticides and
sprayers for the project areas have been calculated om the basis of 3 pounds of pesticides for
lhrce sprays per acre,

Both vield and quality of jute depend greatly on the agronomical practices that are followed,
f.e, tmely sowing, optimum plant protection, time of harvest, weeding operation, cte.  One of the
important measures to reduce cost a2 evolved by the Jute Research Institute is to sow jute in line
and use mechanical implements {Wheel-hoe) ot weeding which conziitute a substantial item in
the cultivation cost. Line sowing of jute during the optimum period as recommended by the Jute
Research Tnstitute assures maxinmum yield with all the inpuls,  Tn ocerlain aread in North Bengal
provision of irrigation water will enable farmers to sow in time and theteby maximize yield, as
in these arcas drought causes delay in sowing and drastically reduces yield.

The success of the jute programme will depend to a large extent on the scalc and intensity
of training of jute growers in the adoption of improved practices, Not only supply of inputs will
have to ke adequate and t:imcljr but also the farmers must know how to use the inputs effectively,
The existing agricultural exfension organisation will be strengthencd h}r appointment of additional
jute staff. Some staff appointed under the pilot scheme arc already mn position. The extension
staff will check and support village leve] stall who will be trained from among the progressive
Farmers. A number of these progressive farmers have already been trained for {his purposs
during the last three vears. The extension staff at the thana level and district level will be trained
at the Tute Research Institute and they, in rom, will irain the farmers.  The operation of the it
workers will be constantly supervised by the special jute extension stafl at the thana and district
level. The propramme will be evaloated anmoally to assure effective implementation. The
major juta districts will be taken under the jute development programme, The selection of area
nnder each thana for development programmes will be based on the intensity of jute cultivation.

For suecessful implemantation of the jute production prosranoe an amount of Tk, 10-0 erores
has hecn carmarked for supply of credit to jute growers through Jutio Samabaya Bank, Thana
Central Co-operative Aszsociations and Scheduled Banks. The credit will be linked with
gﬁardjﬁeed' purchase operaticns hy state trading sagencies as this will ensure better realization
of loans.
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Government should fix a stetutory minimum price cvery year taking into consideration the
cost of cultivation, price ol rice, internal and oxternsl demand for jutc and other relevant
factors, Since state trading agencies operate ar the secondary markets, the minimem price is
rarcly available to jute growers as most o them (70U per cent) sell ther jute in their homesteads
or the primary markels, Besides, srowers sell imassorted jutz and thus are deprived of the
higher price for quality jute. The requirements for the growers to get minimum price will
involve; (i} formation of jule growers’ co-operative linked with warchousing Corporation-cam-
Eutcha presses, (ii) opening of many purchasing centres at primary markets by state agencies
which will have adequate finameisl support, (iti) making purchases on the basis of assoried
grades and setting up of regulated markets for controlling mofsture and weights, ete,

It would be necessary to cvalve higher yiclding and higher fertilizer responsive vareties which
will also have higher fibre percentape. Stmilarly, vareties thut are photoncairal and of short
duration are required in wmultple cropping areas. To carry out research more inten-
sively and effectively it would be necsssary to strengthen  the Juls Research Institute  with
competent staff, Inboratory equipment and field facilities, etc. The Institute will also co-ordi-
nate the research setivities of the technological and agticultural wings, and plan and implement
a comprehensive research programme. i necessary, as a short lorm IE4RUIE, eXpatrigtes may be
appointed in areas and ficlds where expertise is lacking,

Many government agencies are involved in the processes of production, marketing and

research of jute. A central authority should- be sst up which will co-ordinate the activides of
these apencies and also formulate policies and programme in the field of jute,

3. 'Tobaceo

Tobaceo 15 an imporfant crop of Bangladesh especially in Rangpur district, The acreage
and production of tobacco remained almost static at about 1-10 lakh acres and 2-60
crore pounds tespentively during the late sixties. Mafifari tobaceo. which is mown 11 over
Bangladesh, accounts for about 66 per cent of total production and is meinly used for hukka, bidi
and chewing purposes.  Jari tobacen, which aceomnts for abour 30 per cent of lotal production
is penerally prown in Rangpur and used for bidi, chewing, zorda, kimamn, hukka and also for
the manufacture of low grade cigarctte, Manila and Sumatra vareties are grown only in
Rangpur and Cox’s Bazar and used for making cigars. Cultivation of fluecured atid air-cured

Virginia, generally used for making cigarcttes, has recenlly bren started in Kushtia, Jessore,
Rangpur and Dinajpur.

Per capita anoual consumplion of tobacen and lobaceo praducis durlng the period from
1966-67 o 197071 was 1-80 Ibs. With the gradual urbanization and chanze in constmption
habits the demand for Mukka and bidi tobaceo s belng substimted by cheap cigarettes. ATlowing
for an annmual growth of demsnd for cigarettes al an estmated rate of 3 per cemt, the

prejeeted requirement of cigeratte and other types of tobaceo products by the cnd of the Flag
period comes to 6-38 crore Ibs. and 8- 60 crore Ibs. respeciively.

It 1= expected that with the introduction of improved technology and application of ferti
lizer in moderate quantity, it may be possible to  meet the requirement  of tobacen from
a total acrcaze of 1-48 lakh acres (0-70 under ciparette tobaceo and 7% under ather
types) as against the present acreass of 1-10 Takh acres. ‘The addiijonal acrcag:  can  bo
obtained by bringing under cultivarion the current falow lunds availzble in Taldaka, Nilphamart
and Domar of Rangpur, Kushtia, Jessore and Dinajpur.
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Total production of cigarctte tobacco and other types have been fixed at 1480 crore lbs,
of which cigaretic tobacce accounts fur 6-20 crore 1bs. and the rest accounts for 8-60 crowe lbs,
The projected consomption and preduction of tobacco are shown in Table VIII-9,

TABLE VII-S

Projected Production and Comsumption Demand for Tobacce during the Plan Period,

{In crore Ibs.)

I Consumpton Demand, Projected Production,
Gar,
Upumr e Tl CEZHA AR peu

1973-714 5-250 B.600  13-B50 1- 550 &-600 10-150
187475 5513 B.600 14-115 2.640 2-600 11:240
1975-76 ' 3-788 B 600 14-388 3-830 8- 600 12-430
1976-17 6078 2600 14-678 5-000  8:600 13-600
1977-78 . §-381 $.600 14-581 6-150  $-600  14-750

The production of cigarette tobzeco will be progressively increased and by the end of the
Plan pecried the import of tobacee will almost be climinated,

To attain self-sufficiency in cigarctte tobacco, the main strategy would be to increase
production on the following Jmes:

{1} to brng about 70,000 acres under cigarette tobaceo (28,000 FCV-42,000 ACV)
by organising the growers;

(ii} to train tobacco growers in the production, curing and prading of tobacco, parti-
cularly flue-curing of locally grown virginia tobacco:

fiii) to comstruct and manage about 15,000 barns of different sizes for flue-cuting of
locally gropn virginia tobaceo;

(iv) to ensure proper matketing facilities;

{v) 1o conduct research to evelve high yielding warieties of tobacco, Improved coltural
praciices and technolopy at lower cost;

(vi) 1o produce virts free seeds, specially of virginia tobacce In the farms of Rescarch
Institute; :

(vii) to arrange supply of credit, fertibzer, pesticides and other cegential fasiliHes to
tobacco growers in adequate quantity and in time;

{¥iii) to sel up storage facilitics 10 cnable small growers of Mafiuri and Jai tobacco to
avoid post-harvest sale at a very low price,
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A total quantity of about 29 thousand tons of fertilizers, 800 tons of insecticides and

fungicides and 9 tons of tobaccs seeds will be required during the Plan pericd for the
PIOETANMIIIE.

4. Sugarcane ' S T T I

Sugarcane is mrown in almost all the districts of Bangladesh but more than two-third of
the total acreage are in Dinajpur and Rajshahi districts. During the peried 1962-63 to 1969-70,
the tofal acreage under sugarcane incressed from about 3 lakh acres to 4 lakh  acres
whik: the yield per acre which remained more or less constant at 15 tons, The increases in
acieage have been mosily outside the mill zone which has gons up from 1-42 lakh acres to
1-80 lokh seres. The percentage of recovery of sugar in the past has shown a downward
trend from B per cent to 6 per cent resulting in less production of sugar. Both inadequate
supply of cane and low recovery rates have led to higher cost of production of sngar. Delivery of
cane to the mills was about S0 per cent of their crushing capacity. Tn 1962-63 the per capita
availability of sugar and gur per annum was 3 Ibs. and 4 Ibs, respectively.  In 1969-70 the per
capita availability increased to 4 Ibs, of sugar and 7 Ibs. of gur.

Inadequate supply of cane to mills and low recovery were dus to (i) lack of price incentive
to the cane growers, (ii) supply of inferior quality of cane to the mills by the farmers due to fixed
price of cane, (iif) poor vield due to lack of HY Ve, judicious application of fertilizer, better cultural
practices, inscet and pest control measures and irrigation and drainage facilities, (iv) inappropriate
location of sugar arcas, difficulties of transportation and ineficient extraction process in the mills,

i ¢ LK | Ly i i .

Considering the past consumption trend, milling capacity, pessible growth rate of cane produe-
tion, the projectioms of demand and supply of sugarcane have been made as follows:

(i) The total requirement of sugar and gur by the end of 1977-78 will be 1-90 lakh

tons and 3-0 lakh tons, respectively (at the rate of 5 Ibs. of sugar and 8 Ibs. of
E"UT [JE!T Cﬂpﬁitﬂ].

(3 For this smount of sugar and gur 28-20 lakh tons and <4400 lakh toons aof e,
respeclively will be required.

{iii) The yickd per acre is expected to rise to 20 tons in mill-zones and 17-8 tons in gur
arcHs,

‘The following sleps will be taken to achicve the targets of production:

(1) Intoduction of HY Vs, fertilizers, pasticides, irrigation and drainage facilities in both
mill and gur zones to increase per acre yield.

(hy Payment of incentive price fo cane prowets on the basis of quality of cune supply,
{c) Adequate extension and credit facilitics,

Fur the mill zone the following measures would be necessary:

(a) Concentration of cane production and procurement within five miles of the mills,
(b) Improvement of roads and transport facilities within five miles of the mifls.

(c) Improvement of procurement and payment by the mills to minimise waiting at the
eane delivery cemtres.
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{d) Bntrusting the Sugar Mill; Corperation with the responsibility of sepply and services

of all inputs Including ercdil requurement of the growers in the mill zonge area.

¢¢) Sugar industry scclor will creale [acilities for mdustrial uvlilisation of molasscs For
the production of spirt, alcohol, dexirin, veast, etc. Mcolasses can ako be used
for feed-supplament of livesiock. Simultanconsly, the industrial vdlisation of
Uagasse in hard-beard and paper industry may be another source of income to the
Sugar Mills Corporation,

Total requirements of feriilizer and pesticides have been cstimated al about 250 Iakh tons
and 1,800 tons respectively during the Plan period. Total requirement of ssed-cane
tor covering an acreage of 4 Jakh at the ratio of two-third under new crop and omne-third under
ratoon is estimated o be 26-50 lakh tonz during the Flan period (calculated at the rate of 2
tons per acrel.

= o

5. Cotiton

Extra short staple Comilla Cotton is grown In a system of shifting agriculture on some 33,000
acrez in Chittagong Hill Tracts area prodocing about 13,000 bales. Comilla Cotton fibre s
extremely short and rough which are ideal gualities for mixing with wool and, therefore, it gets
preminm in the market oves other cotton in the sab-continent.  Efforts will be made to increase
the production of thiz cotton by moderate application of fertilizer and insecticides. According to
the statisticr of the Directorate of Soil Survey, an approximate acreage of 4 to 3 lakh may be
spitable for medium sfaple cotton in Rangpor, Bogra, Dinajpur, Xhulna, JYessore and
Dacea, under irrigation. Moreover, in some parts of Tista silt and alluvial tracts of
Rangpur and Dinajpur distriets, mediom  staple cotton can also be grown  practically without
trogation and fertilizer application with an average yield of 10 to 12 maunds of seed cotton per
acrs,  Assuming that the present usage of 2-4 lba. cotion fibre per eapiia per annum remaing
conslant, the fibre requirement for the projected population by the end of the plan period comes
to 5-10 lakh bales. At present Bangladesh has 45 spinning-mill: with 830,700 spindles,
besides about 200,000 spindles are under inslollalion. Tt s estimated that abeut 5.0 lakh bales
of cotton will be required annually to run these textile mills,

Since production of medium staple cotlon will e & new venture in Bangladesh agriculture,
a very cautions approach will be needed. By the terminal year of the Flan, it is proposed to
produce 63,000 balcs of raw cotton from an atea of 50,000 acres against the total requirement
of 5-0 lakh hales by the end of the plan perind. As 2 by-product 3,300 tons of cotton
ail and 17,000 tons of oil cake will also he available.

In the initial years a modest beginning will be made on the following lines:
{i) to distribute the C-1 and C-5 varieties of cotton to the prospective growers;
(ii) to train the pest control stalf in Chitlagong Hill Tracts cotton area;
(iii} to start the multiplicution programme of these two varictics and 1o install—small
5 pinneries jn some of the selected cotton prowing area ;

During the first two years cottan would mainly be grown for field experimentation, staff
traiing, seed multiplications and demonstration purposcs on government farms and in some
textile mill areas covering minimum acreage of 450-500 acres, In addition, field research
would be concentrated on various agronomic aspects of the crop,

Tn the later years, the programme will include:

{i} Wide spectrum variety screening and seed bulking, along with improved technological
and cultural practices wnder local conditions.
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(i) Large scale demonsiration using improved vardeties and cultwral practices, along
with a sound training progroimme for the prowers.

(lii) Textile Mills Corporation will be entrusted with the responsibilities of village
ginning before purchasing the fibre from the growers. : £

& Polafo

Potatp is 8 pepnlar vegetable item and is grown in all the districts of Bangladesh. However,
the main concentration of areas under potato are in the districts of Dacea, Comilla, Bogra,
Rajshahi, Dinsjpur and Rangpur. Acreage under potato steadily increased from 140 lakh
acres o 2-00 lakh acres during the Tafe sixfies. Prodoction has similarly gone up consisteatly .
from about 4-0 lakh tg.abont 8-0 lakh tons during the same period. Imperted high-yiclding
varietics contdbuted greatly to this increased production. :

In order to mect the increased demand for potata, which is cxpected to rise due fo Increased
population and wbanization, the production target has been fixed at 11-00 lakh tons by
1977-78 comparcd to the bench-mark production of about 8-0 lakh tons.

This implies an increase of umﬁur;tinn by about 38 per cent in five years. The main
strategics that will be adopted to incrcase the output of potato will be as follows:

() The acrzage under potato will be maintained at the existing level. The increased
output will be obtained by avgmenting per acre yield substantially. The vield
rate iz expected to increase by a maximum of 50 per cent over the present Ievel
{150 maunds per acre as against 100 maunds) over a period of five years.

(i) Eligh yiclding varieties will be imported and further multiplicd -in the country for
distribution to farmers on an extensive scale.

(i1 Additional capacities will be created for preservation of potatoes for both seed and’
consumption purposes. These storage facilities will mot enly help avoid
wastage but will also even out the seasonal fluctuation in prices and thuz provide
inecntive to farmers,

At present only 40 per cent of the recommended dose of fertilizers is wused by farmers.
Even with this application they get a fair vield. As application ol fertilizers along with improved
varieties provide a high retumn, it will be tealistic to expect farmers to use the recommended
dose of fertifizer, which is estimated to rise from 2-1 maunds per acre 1o 3-8 maunds per acTé
by 1977-78. On this bagis, the total requirement of fertilizers for polate during the plan period

will be 1:25 Takh tons,

It has been proposed 1o cover 100 per cent of the potato area at L:ast. by ome spray. j??:is
is mecessary to protect the crop which is susceptible to pest attack, Regquirement of insecticide
is estimated at 20 lakh lbs. znd lungicides at 10 lakh lba.

Requiremen: of sceds to cover 2 lakh acres comes o ahout 94,000 tens per year, At
least 5 per cent of the requircment will be fmported in the initial years for multplication but
in the subscquent years the import of seeds can be gradually reduced. :

J—14
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Cold-storage facilities will be provided in accordancs with the production in major potato
growing districts so that potato can be presecved both for seed and table purpote. Programmes
for cold-storage will be included in the industrial programme of the c::untr_',r i the plan perlod,

Emphasis hns to be given on evdlving suitable high yielding varietics thr@ugh a sound breed-
ing programume. KResearch work on these lines will be undertoken.

7. Oilseeds _ ' : b

. A large number of oilseed crops.are grown in this covntry, out of which mustard and sesame.
have the largest coverage and also consumers’ prefercnce. Groundnut is a crop with high vield
potential and therefore peeds to be singled out. for special attention, In 1969-70 the area nader
mustard, sesame and groundnot was 5-40 lakh acres, 1-20 lakh acres and 0-80 lakh acres
respectively. The total preduction of edible ol was only 0-60 lakh tons against a total
requiternent of 1-80 lakh tons, The yield rates of almose all the oil secd crops are very poor
due to poor cultivation practices, lack of wse of lertilizers, particulmly nitrogen and phesphorous,
and lack of control of insect pests,

It is estimated that at the rate of 262 seers of oil consumption per capita the total require-
ment of edible oil will be about 2-0 Iakh tons in 1977-78 or in terms of seed approximately
6 lakh tons. Considering the requiremcny snd production possibilitics the target of oil seeds
preduction has been fixed at 4-0 lakh tons o 1977-78 against a hase year (1969-7() prcrdi.m
ton of 2.0 lakh tons. The total production of edible oil will be about 130 lakh tons which 15
about TO per cent of the total ra]_ulremcnt

The programmes for oil production will aim at increasing yield of mustard and Increasing
acreage and yield of groundout. A tota] acreage of  2.50 Jakh will be brought under an
intensive mustard cultivetion propramme. The extension of area under groundnut wili  be
possible in the districts of Dacea, Bogra, Comilla, Noakhali, Sylhet and Kushtia without affecting
the rice or jute mcrempe. The existing aren vnder sesame will he lcft under normal production
programme.

The Agricultural Research Institute will undertake applied research programume for improve-
ment of production technology and development of HYV oil seeds. Incentive prices will be fixed
in comsultation with the oil mills and w4ll be announced every year before owing ceason. A
total quantity of 1.68,000 tons of chemieal fertilizer and 46,300 tons of sesds will be requirced
during the Plan period. Plant protection mensures will be adopted in the mtenswe: production
areas 1o prevent losses due to pests and diseases,

B. Puises

Pulses like-khesharl, mug, masur, gram and peas are important  sources of protein
especially for low income group people. The present consumption of pulses s only § grams
por capita per day. The desirable consumption considering nutritional requirement would be
about 29 grams per day. Therefore, it is imperative that production of pulses be increased to
meet the objective of higher nutritional staodard especially of the poorer soction of the com-
iy,

# With the mcmaamg irrigation f.;cihmi a decline in the acrengs -of pulses is more likely
during the initial years due to higher’ profitability of rice, potate and fobacco, ete,
The programme for production of pulses is expected to correct this sitwation.
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The target of production of pulses is fixed ot .3-50 Jakh tons in 197778 from a base

production of 2.90 lakh’ tons, am increase df “about 21 per cent. This target has heen
fixed keeping in view the production possibilities by the use 6F modern inputs. The acreage
under pulsss wili ba maintained at the present level of 9-20 lakh acres but tha yisld pet
Acre will be increased from 8 mawnds ta 10 maunds per aces, The inercase in yicld rate
“will be achisved by: _ |

(i) introdueidg high yielding varieties of sged;

(11} introducing phosphatic fertilizer, sawing in line and effective plant protection measuroes;

(iii} increasing the aroa under masur by reducing area under kheshari.

The estimated total vequircmient of femilizer is 0-26 lakh toms of TSP. Improvad
varietizs of sced will be imported. The Agricultural Research Institure will test the suitability
of improved szeds under local conditions,

9. Tea :

Tea plantation oceupies 1,10,000 acres, employing about 1,40,000 workers, and provides
about 4 per cent of Bangladesh export earnings, Formerly it enjoyed a subsidized and pro-
tected market in Pakistan. Now it must compeie and at a lower price than befors, Cver
the next 3-7 years Bangladesh tea will mest severe competition from high-yielding, low cost
clonal vaticties developed elsowhere. The ocal glowers have not only failed to replant with
such varieties but have also neglected to fill dead {ea bushes in mature plantations, They
also neglected prunning and factory development. The present unsatsfactory state of affairs
may ba ascribed to throe factors: (i) lack of a cloar policy on ownership of tea lands, (i)
unpemunerative pPricos at least since 1971, and (i) failure to cncourage replanting and associter
research. The prosent production of tea in Bangladesh is shown in Table V1110,

TABLE Y1II-10. -
Presen Production of Tea in Bangladesh.

; s VE Total area Average
w o ol No. of . dovered by Aresunder Production producticn
Class, - - gardens, the tea  Production m. fhs.  per acrs
estates, {Acrcs) (1bs.)
) (Acres)
All =& anw B9 1,756,803 TR257 5%.44 T4
(Sterling *A") .. (37 (LI7433) (52,165  (38-40) (736)
B N . 14 27,091 10,230 438 2%
A T ' 43,923 10,974 531 ¢ 38
B s oD 31,180 6,539 0-81 L 120
Total . .. W7 279187 106000 . 69.00 5

SOURCE: Tea Lnguiry Commirtes Reporf,
Nete—Figures im bracket arc fncluded under “Ap A class,
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Tea land iz Jeased only for Lve vears at a timz. In accordance with the Government's
recent industrial policy statement, prowsrs need io be ussured that leases will he remawed
for at least fifteen yems and will not bo taken over without fair compensution. The amount
of compensation may be decided, if necessary, by agreed arbitration, Meanwhile cxperithents
with commercially managed estates, co-nperative piantations and with smallholdings will continue,

Many cstates are now failing to cover costs, aod to adept improved practiccs because of
low prices. Ten gardens suffered heavy damages during the war of liberation and the
production in 1971-72 was reduced to 40 per cent of that in a normal year,

Certain actions for improvement in yicld and quality arc indicated below:
{a) Intensive cultivation
Tea cultivation in Bangladesh has not been much intensive; not mote than 50 per cent

of the potentiality of tea land has been exploited. The cxieni of estimated losz dus to
diffarent faclors is:

Vacancy £ i g o e 25 per cent
Weeds, poor drainage, inadequate shade, insufficient fertilizer, faulty

prunning, &tc, i i 33 .. 13 per cent
PBosts and discascs ul e .. 15 per cent
Lack of adequate irrigation ... £ - .. 10 por cent

There ia thus plenty of scope for increasing the crop from the land already under planta-
tion by tuking recourse to intensive cullivation which, Infer alia, will involve weeding,
drainage, proper shade plantation, application of fertilizer, proper prunning, pest and disease
control, infilling of vacancies, imrigation focilitiea and replanting old tea sections,

(b} Production of other economic cropa

Ag incvme [rom tea is declining, the toa estales can conveniently cultivate other erops side by
side with tea in order to reduce the cost of production of tea, Cultivalion of Jave cirronells
had been taken up widely by the tea cstates in Assam. Other crops that can be grown
successfully in the tea soils of Sylhet ond Chittagong are black pepper, cotton on the hills,
robber, pineapple and lemon, Cultivation of these crops will mot only bring additional in-
come for the tea estates but alsa will provide mew avenucs of employment for the surplus
labourers,

(©) Repair of fanpuries

The repuir and repovation of the damaged factorica and modernization of old worn-outones,
althouzh @ long term programme, should be taken up immediately with a view to improving
the quality of manufactured tea. The economy of a garden is largely dependent upon the
modernization of its factory. Co-operative factorias may be set up for small groups of gardens.
The possibility of arranging the muchinety for these co-operative factories on ahire purchase
system could also be looked intg.
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The most important mediym-tern issue concerns replanting policy. Mature VF (vegeta-
tively propagated) tea greatly increases yield, improves quality and cuts labour-cost, But
there s a temporary sacrifice to the grower and to Bangladesh of the foreipn exchanpe
Ioss while the land (fotmerly yielding seed tea) iz rehabilitated and replanted. Since
labour costs are similar for replanting and for cultivation, reimbursement of output value fore-
gone by loan (about Taka 300 per acrc) would compensate the grower, provided he was confi-
dent of continued ownership (or falr compensation) and of a fair ouwtput price.

It i not at all obvioys which land should be replanted whother to seed tea, or VP, and
whether with irrigation. Also some land should be diversified ont of tea, An Agro-economic
texm will he constituted by the Government to evaluate the desirable rales, location, and com-
position and changes in the vse of tea lands; assess the foreign exchangs costs, and identify
Potential sources of aids both fur replantingand associated tea factory rehabilitation. The exact
dereage and speed of replanting would be deterrained after the rerort by the team.

Considerable staff and other support are needed for the Tea Research Institute, in order
to enable il to develop much grester amount z=nd variety of clomal material. Tt will also
reguire economic expertis¢ to evaluate technical recommendations before extension, to suggest
priority research arexs, to evaluate land-use and pricing progeammes by cost of produection and
price response studies on tea and possible alternative crops and to investigate possible measures
to improve the condition of tea estaie labourers, especially threugh improved farming of their
homedtead  land,

It will be desirable 1o have the Teu Beoard near the tea estates. The responsibility for
the management of the natiomalised plantations ia being transforred to the Tea Industries
Management Committee (TIMC) which, with a manager and an elected committee of the
workers, shonld perform day to day business within a given policy Mramework,

{d} Programme outlay
The cost of the programme has bsen estimated to be Taka 26-10 crore for the plan
period, Ttemwise and yearwise disiribution of cost is shown in the tabkle below:

TABLE VIII-11

Cost of Tea Programme
{1 aka in crore)

1973-74  1974-75  1975.76 1976-77 1977-78 Total,

Replanting of Tea lands .. 1+5 3.0 45 60 T:5 2250
Co-operative Tea [astorics .. 0-2 0-2 0:1 i i g-3
Factory Rehabilitation A 0-4 0-4 0-4 0-3 H 145
VP Sub.stations (IR5} . 04 0:3 0-3 3 - 1)
TRS Research/Extension - 02 01 0-1 0-1 o1 06

Totil i 2+7 4 544 G4 T6 26.10
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The replanting and factory rehabilitation loans will be fully recoverable. with interest from
the 5rnwer5 Tho cost of "FP Sul:-stslmm will be partly recovered frnm tlie sale of clonal materiz!-

() Recommendations ; :

The problems faced by the tea industry today meed more -careful and sympathetic appre-
-giation from the financing institutions to enable (hem to overcome the crisie. Certain step,
are snggested below: :

() The ADBB ard the Commercial Banks should conlinue to grant hypothecation loans
to the tea indistry on usual terms and conditions on e monthly rquirement. basis.

(i1) The rate of interest on hypothecation lesn advanced to tea esiates by the Agri-
gultura]l Dewelopment Bank shoold ba the sume as that charged lo other sectors
-in agrisulture,

(iif) The comsortium of hanks created for meeting the financial requirements of indus-
tries sector should come forward to advance adequale loans to the tea industry,
With the risks being shared by all the baoks inihe consortium it should not be
difficult for them to meet the requitement of the tea Indusiry,

(iv) 1t was felt that the cash eredit basis to these gardenz could be 80 per cent of the
anticipated price of the crop as against the currcnt estimafes of 75 per cent parti-
cularly when the Agricultyral Development Bank of Bangladesh has obtained
a Govemment guarantee.

(%) Customs duties on fertilizers, pesttcldss and. ungatmn equipment , ¢te., qhould be redu-
ced te the level of the rates f'ar the agncuItm"h sector,

{(vi) Special credlt facilities to gﬂ:dcns should be arranged for intensive cultivation
infilling vacancics in young gardens, growing a second crop alesg with tea and
other improvements of gardens, .

{vil) For sales promotion the following aciions are suggested:

Sales promotion teams should be senf to eountries importing large quantities of tea
_including those in the Middle East and Africa as soon as such contracts are feasible,

A “Bangladesh Tea Centre’ should be organised in Londen as dome by Ceylon and
- India, since London is still the biggest tea centre of the world,

Tea may be included as an item of cxchange in commodity agréements entered into
by the Government partw'ula:l:.r with those countries which are mojor importers
of tea,

Sales promotion means should be assisted by such measures as production of tea bags
which seem to attract consumers’ preference.

-0, Froits and Vepetahles

_f--.-_-;{c-mage and- produgtion of fruits and vegetables in Bangladesh have not shown much
_ingranse during the last twenty years, At present about 10 lakh acres of land are under
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frults and vegetables with a total production of 1610 lakh tons and 26-90 lakh tons  TShe
pectively, The yield per acre is very low. The current Ievel of consumption of Aruits is only
133 ounces per head per day which is deglining. The factors listed below are directly andy
or indirectly responsible for the inudequate supply and availability of fruits and vegetables:

(a) non-availability of requisite oumber of good varielyof seeds and seedlings;

{b) lack of organised fruit and vegetable markeiing system;

(c) inefficient tramsportaton system:

(d) lack of sufficient information onmodem technigues of fruit and vegetable ;ﬁlﬁm‘ciﬁn;
(¢} ivadequate [aciiities for storage, canning and preservation;

(f) lack of sufficient number of technically qualified persomne