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Chapter 1
I ntroduction

A. The Process of Policy Owner ship

1.1  The process of policy ownership, as adopted in Bangladesh, ams a providing a wdl-
prioritized national drategy for poverty reduction, human development and gender equdity.
For this, the process has combined policymaking and broad-based consultations with
dfferent stakeholders. Moreover, the strategy has been worked out based on the rich
experience of existing poverty research and participatory poverty assessments, impact and
outcomes of past strategies and policies, and assessment of development and reform issues.

1.2  The planning and policy-meking agencies of the Government, including the Planning
Commisson and relevant minidries, have been involved in the process. Along with using
dructured proforma, detailed interaction with Government functionaries was used to get their
perception on cross-cutting and sectord needs and issues, factors behind past successes and
falures, and views and suggestions on how the dtuation can be improved. An Inter-
Minigerial Task Force was formed to ensure close interaction and coordination. For
operational purposes, the strategy paper will form the core of the Sixth Five Year Plan (2002-
2007) beginning from 1 July 2002.

1.3 In addition, while formulating the draegies, pas achievements and falures in
gpecific areas of both income poverty and human poverty were consdered in combination
with future imperatives like achieving the Millennium Development Gods (MDGs) and the
targets sat in the Patnership Agreement on Poverty Reduction (PAPR) with the Adan
Development Bank (ADB). Additiond inputs for preparing the strategy paper were gathered
through commissioning twelve studies in key poverty related areas such as economic, socid,
and infrastructure development; public expenditure andyss, poverty diagnogtics and
governance issues.

1.4  The process of policy ownership has taken consultations with different stakeholders
as a key dement for both ensuring right priorities on competing clams based on needs and
demands of the poor and reaching a broad-based consensus to indill nationd ownership of
the poverty reduction agenda. The process of consultations was conceived in two stages and
separately for different stakeholders.

15 At the fird dage, twenty-one preparatory consultations have been conducted at
upazila, divison and nationd leves In each divison of the country, consultations were
organized a the upazila levd with the poor including women and men, members of NGOs,
and various occupationd groups. Similar consultations were dso organized with fidd-leve
functionaries of the Government ministries and agencies, NGOs, women's groups, locd and
religious leaders, local government representatives, and cross-section of the cvil society.
This was folloved by conaultations a the divisond levd with Government officids,
representatives of the civil society, professona and women's groups and NGOs. A separate
consultation with the urban poor in Dhaka city was adso organized. Findly, three separate
consultations were hdd a the nationd levd involving the Government officds
representatives of professond groups and the civil society, and the development partners.
Along with the expectations of different stakeholders, the consultations provided important
platforms to share ground redlities, assess deficiencies of past efforts and factors behind dow
achievements, and measures needed to achieve faster poverty reduction and socid



devdopment. The consultations were organized and facilitated by the Bangladesh Rurd
Advancement Committee (BRAC), aleading NGO of the country.

16 At the second dtage, after the preparation of the draft Strategy paper, mid-term
conaultations with a wider cross-section of stekeholders will be organized to solicit ther
views, incorporate suggested changes, and vdidate the proposed srategy. The process will
adso hep identify specific programs and projects in different areas needed to implement the
poverty reduction agenda. The Government would like to make such consultations a part of
the planning process of the couttry and continue efforts for fuller participation of the
dekeholders in formulation, implementation, and monitoring and evaduation of the poverty
reduction agenda.

B. The Silent Ascent

1.7 On many counts, Bangladesh's peformance has been better than the initid
anticipations after the country’s politicd independence. The predominant theme at the time
was one of negative images. The account of progress achieved by the country, however,
shows rgpid improvements in many indicators.

1.8  First, Bangladesh has achieved impressive success in the area of population control.
Totd fetility rate (TFR) declined from 6.3 in 1975 to 3.3 in 1997-99. Accordingly,
population growth rate has come down from 2.9 per cent per annum in the mid-1970s to 1.5
per cent in the late-1990s. The remarkable feature of this rapid decline was that it had been
achieved not only & a low level of income but dso a a low leve of literacy. The infant
mortality rate aso declined from 153 deaths per thousand live births in 1975 to 62 in 2000.
The pace of progress in infant and under-five mortdity reduction during the nineties was
among the fastest in the deve oping world.

19  Second, Bangladesh witnessed dgnificant success in overcoming the phenomena of
mass darvation and the threst of famine syndrome in the backdrop of endemic vulnerability
to naturd disagters. At the aggregate level, the country has achieved the desirable objective of
near sdf-sufficiency in rice production with a dedining cultivated area’ Incressed disaster
preparedness combined with expanded capacity to implement lean-season targeted wage-
employment and trandfer programs have played an important role in ensuring minimum food
entitlements for the poorest during the times of crigis.

110 Third, Bangladesh has meade impressve gains in reducing child manutrition rates
during the last 15 years. According to Bangladesh Bureau of Statistics (BBS) data, the rate of
gdunting for children in the age group of 6-71 months which was 69 per cent in 1985/86
dropped to 49 per cent in 1999/00. The proportion of underweight children has gone down
from 72 per cent in 1985/86 to 51 per cent in 1999/00. The Demographic and Hedth Survey
(DHS) data available for the second haf of the nineties show a faster decline. The rate of
stunting for the age group of 0-59 months has gone down from 55 to 45 per cent during 1996-
2000 and, that for underweight, from 56 to 48 per cent during the same period.

! The 1996 agricultural census showed that the land area operated by rural households declined from 9.2 million
hectares in 1983/84 to 8.2 million hectares in 1996, indicating that 82,000 hectares went out of agriculture every
year because of expansion of urban areas, increase in homestead land and devel opment of rural infrastructure.



1.11 Fourth, Bangladesh has achieved condderable success in maingtreaming women into
the development process. Bangladeshi women have played an important role in the success of
microcredit, ready-made garment exports, reducing population growth, increesng child
nutrition, and in the spread of primary education. The country has achieved gender parity in
primary education and nearly removed gender gap in secondary education. Recent evidence
aso suggests that the country is cose to achieving parity in life expectancy a birth as well.
While dgnificant gender gaps dill perss, the role of women in dl waks of life has become
increesingly visble and would be ingrumentd in bringing about wider socid and economic
changesin future.

1.12 Fifth, low-income contexts in Bangladesh as dsawhere suffer not only from a ‘weak’
date, but also from weak civic and grass-roots movements and activism. The advances made
by the non-government organizations (NGOs) and civil society organizations (CSOs) as
dterndtive ddivery mechaniams as wel as vocd civic inditutions have played a pivotd role
in the reversal of fortunes. Social entrepreneurialism through catayzing the deveopmentd
roles of the organizations of the poor such as community based organizations (CBOs) and
organizations for the poor (NGOs and CSOs) has been an important strategic element in the
poverty reduction strategy. These socid enterprises have been playing an important role in
developing a pro-poor development agendain Bangladesh.

1.13 Sixth, Bangladesh has achieved ggnificant progress towards a viable democratic
trangtion. Ensuring free and far dections through non-partisan caretaker government has
been a noteworthy political innovation in the backdrop of wesk democratic ingtitutions in the
country. There have dso been important gains in terms of increased politicd and electora
participation of women, enhanced press freedom, and increasingly active civic movements.
Although the process of democratization is yet to take degper roots, the success achieved so
far was not inconsequentia prompting many observers to term Bangladesh's experience as a
role modd of “moderate Mudim democracy”.

C. Progressin Cross-Country Per spectives

1.14 Bangladesh's progress dso stands out in cross-country comparisons. This supports the
propogtion that higher socid/ human development outcomes can be achieved even a a lower
level of per capita nationd income. Bangladesh's growth performance was relatively modest
with a per capita GDP growth of about 2 per cent per aonum (Annex Table 1). The growth
peformance dated to improve only in the nineties. Smilaly, the pace of income-poverty
reduction was very dow. During the period between early eghties and early nineties, the
incidence of income-poverty declined by 0.8 per cent per year in Bangladesh compared with
1.9 per cent for India, 1.4 per cent in Pakistan and 3.6 per cent in Sri Lanka?

1.15 Notwithganding the reativdy dow income growth and modest pace of income
poverty reduction, Bangladesh's achievements in the broad area of human development were
fagter and, in some respects, remakable Although the level of socid deprivations in
Bangladesh is ill high, the pace of improvement has been encouraging. Indeed, the pace of
progress in reducing TFR, bringing down the levd of under-five mortdity, and lowering the

2 Even if onetakes into account the recent performance, the pace of income-poverty reduction over the period
between 1983/84 and 2000 does not exceed 1.4 per cent per year.



prevalence of child manutrition is not only higher than the average progress recorded in
LDCs, but aso stands out in the overall context of South Asia®

116 The reatively higher sociad progress a& a low level of income is dso vindicated by the
comparison of predicted (for a given level of per capita income) with the actud vaues of
socid indicators achieved by the country (Table 1). Compared with the predicted vaues, the
actual progress recorded has been higher for the contraceptive prevaence rate, lower for
population growth rate as well as for TFR and CBR, higher for life expectancy a birth and
child immunization coverage, and lower for IMR. One vitdly important indicator where
Bangladesh is visbly lagging behind, notwithsanding the progress in the expasion of
primary and secondary education in the nineties, is the literacy rate reflecting the enormous
burden of the initid backlog of the illiterate population.

Tablel
Social Development in Bangladesh: Predicted vs. Actual Values

Indicators Predicted Actual values
values
1. Population growth rate (annua %) 2.45 1.59
2. Totd fertility rate (TFR) (births per women) 4.68 3.20
3. Contraceptive prevaence rate (% of women 23.16 53.00
aged 15-49)
4. Crudehirthrate (CBR) 35.26 23.40
5. Crude death rate (CDR) 11.49 8.40
6. Infant mortaity rate (IMR) (per 1000 live births) 70.78 65.00
7. Lifeexpectancy a birth, femae (years) 59.50 60.8
8. Lifeexpectancy a birth, mae (years) 56.19 60.4

Source: Based on available data of 163 countries out of 210 obtained from ‘World Development Indicators,
1999’ published by the World Bank.

1.17 The notable success achieved by the country a a reatively low level of income is,
however, not a source of sdf-complacency for setting out the agenda for the poverty
reduction drategy. For years, the country suffered from an overblown negative image.
Bangladesh's growth potentid was assessed a best as modest with little scope for
modernization and sructurd change. A brief account of the successes a the beginning will
help restore some bdance in the digtorted sdf-negating perception about our history
conditioned partly by an ad discourse characterized by dependence and influence. This is
aso necessay to draw attention to the realm of the possibilities amidst concelvable odds and
adverdties, that dl is not lost, that a break-through is achievable even in the mogt trying of
circumstances.

D. Structur e of the Paper

1.18 The paper is divided into seven chapters, each addressing a lead question. The first
chapter addresses the question as to “what are the broad lessons from the past development
experience’. It captures the sdient features of socia progress notwithstanding the chalenging
odds facing the country. The second chapter addresses the quegtion as to “where we stand

3 For across-country comparison of progressin social indicators, see Annex Tables 1 and 2.



now in terms of poverty and socid indicators’. It reviews the trends of poverty to set the
benchmark for the subsequent discusson on poverty targets as well as anti-poverty policy
and inditutional actions necessry to achieve the targets. The third chapter addresses the
guestion as to “what do the voices of the citizens suggest”. It discusses the key messages and
concerns—focusng on the progressve gans and regressve moments emerging from the
broad-based consultations with various stekeholders. The fourth chapter addresses the
guestion as to "where we would like to go by the year 2015". It sets the mgor targets and
god posts sketching a trandtion path for Bangladesh. The fifth chapter addresses the question
as to “how we are going to reach the socid targets’. It highlights magor policies and
inditutiond measures required to achieve the long-term poverty reduction and socid
development objectives. The sixth chapter addresses the question as to “what would be the
macroeconomic framework for poverty reduction drategy in the medium-term”. It proposes a
financing plan, outlines the broad parameters of the macroeconomy, sets the fisca targets,
and projects the growth parameters consstent with the long-term goa of poverty reduction
and socia progress. The seventh and find chapter addresses the question as to “how do we
know that we are reaching our targets’. It presents an inditutiona framework for monitoring
and evauating the poverty reduction targets and socid development goals.

E. Summary Points

1.19 Notwithgtanding the early negative predictions, Bangladesh has achieved consderable
success in severad spheres such as population control, reduction in child mortdity and child
manutrition, maindreaming women into the development process, catdyzing grass-roots
activism through NGOs and CBOs, and in making democratic trandtion. These successes
show the importance of undertaking public action (through the government and non-
government sectors) at low-income leve to redize higher socid possibilities.



Chapter 2
Poverty State of the Nation

2.1 In this chapter, we review the poverty Stuation of the country. Poverty, as is known,
has manifold expressons, maty dimendons and, indeed, many roots Given the
multidimengondlity, it is not difficult to see why dl routes, income and non-income, matter
for combating poverty in the country. Poverty, seen in this context, cannot be concelved as
something reducible or summarily expressble in terms of quantitative indicators done. What
is critical is to recognize the heterogeneity of voices and perspectives expressed in economic
as well as socio-culturd terms such as class, gender, caste, ethnicity, and community. Any
meaningful poverty reduction drategy for Bangladesh needs to be based on a
multidimensond gpproach with due weights given to dl rdevant dimensons (where
“weights’ are determined by the voices of the poor themselves).

A. Broad Trends over Last Decades

2.2  Inthissection, poverty trends are reviewed in terms of income- poverty and human-
poverty.

Trendsin Income-Poverty

2.3  Bangladesh made notable progress in income-poverty reduction since Independence?
The income-poverty trends since the early nineties based on HIES unit-record data
show the following patern. Between 1991/92 and 2000, the incidence of nationa
poverty declined from 58.8 to 49.8 per cent, indicating a modest reduction rate of 1
percentage point per year. The declining trend is robust to the choice of poverty
measures (Table 2). The results further show that progress on reducing the head- count
index of poverty was better in urban areas. However, rurd areas displayed better
progress in reducing the depth and severity of poverty, as captured by trends in
poverty gap and squared poverty gap, respectively.

24  Additiond evidence from the Bangladesh poverty literature based on HIES grouped
digribution data maps the progress in poverty reduction since the early eighties (see
Annex Tables 3 and 4). The results broadly indicate that the progress was faster
during the nineties compared with the eighties. The faster pace of poverty reduction in
the nineties is dtributable to the accderated growth in consumption expenditure
(income).> The comparative progress was uneven between rurd and urban aress. The
pace of rurd poverty reduction was dow in the eghties, but became faster in the
nineties. The reverseistrue for the urban aress.

25 Povety trends are influenced by the contemporaneous changes in inequaity. Inter-
decade contrasts are noticeable in this lespect as well. Thus, the leve of inequdity, as

* The consumption expenditure data have been used to estimate trends in income-poverty since consumption is
considered to be a better indicator of permanent income statusin a country like Bangladesh.

® Thus, the annual per capita HIES consumption expenditure growth at national level, which was just 0.6 per
cent during the period between 1983/84 and 1991/92, rose to 2.7 per cent between 1991/92 and 2000. It may be
noted that the annual growth in per capita GDP was around 1.5 per cent during the eighties, but nearly doubled
during the nineties.



measured by consumption expenditure digtribution, showed very little change during
the eghties (Annex Table 4). The picture changed during the nineties as the Gini
coefficient rose condderably, with urban inequdity risng much more then rurd
inequdity. Thus, during the period between 1991/92 and 2000, the levd of
consumption expenditure inequdity increesed from 30.7 to 36.8 per cent in urban
aress, and from 24.3 to 27.1 per cent in rurd areas (Table 2). The rigng trends in
inequality is possibly one important reason as to why the poverty reducing effects of
accderated growth were not trandated in full in the nineties.

26 In addition to sectord vaiation, consderable regionad varidion in povety is
noticegble. Dheka and Khulna (including Barisd) divisons have much lower incidence of
poverty than Rgshahi. Progress in poverty reduction over the nineties has been unequd
across regions, with rapid progress in Dhaka divison and very little change in Chittagong
(including Sylhet) divison. There is condderable didrict-levdl variation in povety, as
suggested by the didtrict leve agricultura wage data as wel as various indicators of socid
deprivations such as illiteracy and child mortdity. The levd of poverty is typicdly higher for
the landless, egpecidly those who have agriculturd wage labor as ther principal occupetion,
and for those who are engaged in margind occupations and skills. The incidence of extreme
poverty (however defined) is generdly higher for the femde-headed households. Poverty and
socid deprivations tend to be higher in case of the hill people of the Chittagong Hill Tracts
(CHT) and for tribal population residing in other parts of the country.

Trendsin Human-Poverty

2.7 Humanpovety trends dso show condderable improvement. The human poverty
index which sood a 61 per cent in the early eighties declined to 35 per cent in the late
nineties (BIDS 2001).° The index of human poverty declined by 2.54 per cent per year
compared with 1.45 per cent in the national head-count ratio for income-poverty over the last
two decades.

Table?2
Trendsin Poverty and Inequality in the Nineties
1991/92 2000 Change per year
(%)

Headcount Rate

National 58.8 49.8 -1.8

Urban 449 36.6 -2.2

Rural 61.2 53.0 -1.6
Poverty Gap

Nationa 17.2 129 -2.9

Urban 12.0 9.5 -25

Rural 18.1 13.8 -2.8
Squared Poverty Gap

National 6.8 4.6 -3.8

Urban 4.4 3.4 -2.7

Rural 7.2 4.9 -3.8
Gini Index of Inequality

National 0.259 0.306 2.1

Urban 0.307 0.368 2.3

Rural 0.243 0.271 14

® Fighting Human Poverty: Bangladesh Human Development Report 2000, Bangladesh Institute of
Development Studies, Dhaka, 2001.



Source: BBS, Preliminary Report of Household Income and Expenditure Survey 2000, Dhaka, 2001 and World
Bank, Poverty Trends in Bangladesh during the Nineties, Background Paper No. 1 (Draft), World
Bank, Washington D.C.



B. Trendsin Rural Poverty

28 Avalade evidence indicates faster progress in rurd poverty reduction in the nineties
compared with the eighties. According to HIES data, the incidence of rurd poverty, which
declined by only 0.9 percentage point between 1983/84 and 1991/92, has gone down by 9.3
percentage points between 1991/92 and 2000 (Annex Table 3). The higher progress in the
nineties is dso indicated by dternative source of data such as the 62-village pand data
generated by BIDS. Thus, the incidence of rurd poverty margindly increased from 57.5 per
cent in 1987/88 to 59.3 per cent in 1989/90; poverty Stuation improved in the subsequent
period as the rura head-count declined to 51.7 per cent in 1994. Even though the pace of
poverty reduction has accderaied in the nineties, the overdl pace of reduction has been
modest. This modest poverty reduction rate has been expressed as being restricted to about “1
percentage point decline per year”. This is borne out by virtudly al survey data for the
ningties, including HIES and micro-levd paned surveys. A recent update of the BIDS pand
urvey avalable for a sub-set of 16 villages shows a decline in the incidence of rurd poverty
from 64.8 per cent in 1987/88 to 53.9 per cent in 1999/00.” Data collected from the Poverty
Monitoring Survey (PMS) caried out by BBS with support from the MIMAP-Bangladesh
Project also show smilar modest rate of rurd poverty reduction: from 47.9 per cent in 1996
to 44.9 per cent in 1999.8

29 The immediae quesion that sorings up is-- wha explans the reativey modest
progress in rurd poverty reduction in the nineties? The dow progress in rurd poverty
reduction is especidly intriguing in the backdrop of higher agriculturd growth witnessed
during the second haf of the nineties. One possble explanation is that much of the
agriculturd  growth came from the expanson of HYV rice production, especidly during the
winter season. The increase in productivity in rice cultivation has, however, not been
trandated into higher farm incomes due to dower increase in paddy prices compared to the
wage rae and fetilizer prices. The nomina wage rate increesed dmost a par with the
consumer price index, but because of the dow increase in the nomind price of paddy, the
entittement of saple food for the land-poor households improved subgtantidly. It is possble
that increese in rice production benefited the land-poor labor-sdling households more
through the effects of low dtaple prices than the rice farmer households because of the
rdaivey smdl fam sze in the country and the unfavorable terms of trade of rice Thus, the
improvement in rice technology can make only a modest contribution to increase in
household income and hence, the rate of reduction of income-poverty in rura aress. It
gopears, therefore, that while agriculturd growth will continue to play a mgor role in rurd
poverty reduction process, its quantitative impact on poverty reduction would be contingent
on divergfying to high-value added crops as well as non-crop agriculture such as poultry,
livestock and fishery sectors. The same applies to the prospects for non-farm economy in the
rurd poverty reduction where the key chalenge would be to link the poor producers with
high valued-added non-farm ectivities.

" For evidence on 1987-94, see Hossain M. et a (2000), ‘Growth and Distribution of Rural Income in
Bangladesh’, Economic and Political Weekly, Vol. 35, Nos. 52-53. For evidence on 1987-00, see Hossain M. et
a (2002), Changesin Agriculture and Economy in the Flood-Prone Environment in Bangladesh, 1988 to 2000:
Insights from a Repeat Survey of 16 Villages, mimeo, IRRI.

8 Trends in agricultural real wages for casual daily laborers also support this conclusion. Thus, the nominal daily
agricultural wage rate has increased from 42 taka in 1991/92 to 51 taka in 1995/96, rising further to 64 taka by
2000. However, the real gains to agricultural laborers appear modest when deflated by the cost-of-living index
for the poor, as proxied by the rural poverty line. The extent of increase in real agricultural wages was only
about 13 per cent during the nineties.



C. Trendsin Urban Poverty

2.10 The head-count index of urban poverty declined from 34 per cent in 1991/92 to 26 per
cent in 2000. According to HIES data, the entire decrease in urban poverty during the nineties
have taken place during the firg hdf of the nineties while the second hdf experienced
deterioration in urban poverty gStuation. The worsening of urban poverty Stuation during the
second hdf of the nineties was dmost entirdy driven by negative growth in per capita red
consumption.

211 Avaladle information from other sources, however, provides conflicting evidence.
The national accounts data for the period show that red per capita national private
consumption increased by about 14 per cent between 1995/96 and 2000 and t is more likely
that per capita urban private consumption growth was higher compared with that for rurd
aress.

Box 1. Simulating National Poverty with Macro Growth Data

A comparison between the rate of change in per capita consumption expenditure between HIES and National
Accounts series shows considerabl e discrepancy. The rate of per capita consumption expenditure growth as per
HIES was considerably higher than the matched figure obtained from National Accounts during the first half of
the nineties while the reverse is true of the second half of the nineties. Thus, during the period between 1991/92
and 1995/96 the growth in nominal terms in per capita consumption expenditure for the national sample was
assessed at 8.7 per cent nominal per year as per HIES data compared with only 6.1 per cent per year as per
national accounts. Note that per capita GDP grew at arate of 7.2 per cent per year during the period. In contrast,
the corresponding annual growth in consumption expenditure between 1995/96 and 2000 was estimated to be
only 4.2 per cent as per HIES compared with 6.3 per cent according to National Accounts. The per capita
annual GDP growth in nominal terms was considerably higher during this period (7.1 per cent). What are the
implications of these differing growth rates on the level and trends in national poverty? A simple sensitivity test
has been done to check the robustness of the conclusions regarding poverty trends based on HIES. Using the
distribution of national consumption expenditure data with the alternative survey mean consistent with the rate
of growth suggested by the series of National Accounts on per capita private consumption and per capita GDP
one can derive two alternative series of equally plausible poverty estimates. The results indicate a complete
reversal of national poverty trends between the sub-periods. If one uses the growth rate asimplied by National
Accounts private consumption, then the incidence of national poverty would show a marginal increase by 2
percentage points in the first half of the nineties, while decreasing impressively by 10 percentage points in the
second half of the nineties. If one uses instead the growth rate as implied by per capita GDP, then the incidence
of national poverty would display a slight drop by less than 1 percentage point during the first half, while
registering an impressive decline of about 11 percentage points during the second half.

Which of the two—the HIES or the National Accounts—gives the correct picture of rate of progress over the
two halves of the nineties? While the debate on the growth trends continue, two routes may be followed for
poverty assessments. First, when it comesto using the HIES data, it is, perhaps, desirable to focus on the broad
trends in income-poverty (or consumption-poverty) over the entire decade rather than on sub-period
fluctuations. Looking at other sources of data such as micro or panel survey available from non-HIES sources
one may try to fill in the gaps in income-poverty information. Second, apart from income-dimensions of
poverty more extensive use of measures reflecting non-income dimensions of poverty would be desirable from
the discourse-broadening point of view as well as from the premise of assessing overall progress. Thisis not to
suggest that statistics on non-income dimensions of poverty are free from controversies, but the degree of
divergencein assessing trends is much less apparent in these respects.

2.12 The Poverty Monitoring Survey (PMS) indicates that, between April 1996 and May
1999, the urban poverty gep index—a didributiondly sendtive messure of poverty—
declined from 14.2 per cent to 11.2 per cent. The squared poverty gap index for urban areas
aso declined from 6.1 to 4.2 per cent indicating improvement in the conditions of the poorest
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of the poor in urban areas. The incidence of urban head-count shows a very smdl decrease—
from 44.4 to 43.3 per cent.

213 The evidence from the Nutritiond Survellance Project (NSP) of Helen Keler
International (HKI) in urban dums of Dhaka, Chttagong, and Khulna shows that there has
been an overdl improvement in the nutritiond Satus of under-five children resding in urban
dumsin dl three cities between 1996 and 2000.

214 In gdhort, these dAternative evidence casts some doubt on negative per capita red
consumption expenditure growth in urban areas during the late nineties as indicated by the
HIES 2000. This suggests that the HIES has possbly overestimated growth in urban per
capita consumption expenditure between 1991/92 and 1995/96 and underestimated Smilar
growth between 1995/96 and 2000.

D. Dimensions of Human Poverty

215 Three broad dimensons of human poverty are conddered: () deprivetion in hedth,
(b) deprivation in education, and () deprivation in nutrition.

Deprivation in Health

216 Infant mortaity rate (IMR) stood at 153 desths per 1000 live births in mid-seventies.
The recent estimate provided by the Hedth and Demographic Survey (HDS) for 2000 puts
the figure at 62. The under-five mortdity rate was over 250 deaths per 1000 births during the
early seventies which, according to HDS, declined to 83 in 2000. Notwithstanding these
improvements, dgnificant gender discrimination continues to perds. In the 1-4 age group,
femde mortdity is about one-third higher than mae mortdity and the difference has
remained nearly unchanged between the DHS surveys of 1993/94 and 1999/00. The rural-
urban gap in infant and child mortdity has declined: in 1993/94 DHS, the gap was 26.8 per
cent which declined to 83 per cent in 1999/00 DHS. Smilarly, the gap for under-five
mortality dropped from 34 to 16 per cent between the two surveys.

217 There exig condderable socioeconomic differentids in mortdity.  Infant mortdity is
about 70 per cent higher for the poorest quintile than for the richest group. The gap for
under-five mortality is higher (about 86 per cent). In terms of gender, the poor/rich ratio is
higher for mde in case of infant mortdity, but higher for femde in case of under-five
mortdity. The higher level of under-five mortdity for femde suggess that femde
disadvantage is an independent consderation in equity over and above the traditiond
poor/rich divide requiring additiona gender focus in designing pro-poor hedlth programs.

218 The maend mortdity rae (MMR) is an important indicator of well-being. The
Bangladesh Maternal Mortdity Survey 2001 indicates a mortaity rate of 320 deaths per
100,000 live births in the period 1998 to 2001 usng the method based on household desths
with a verbd autopsy identification of maternal deeths. Clearly, reproductive hedth care
continues to remain a mgor weakness of the hedth care sysem in Bangladesh. Moreover,
ggnificant socio-economic differentids persst in maternal hedth care. Thus, 69 per cent of
the households belonging to the lowest wedth quintile do not avall any antenatd care
compared with 22 per cent in the richest quintile.
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219 Avalable evidence suggedts a high degree of morbidity in Bangladesh. The
prevdence of morbidity has been assessed at 188 per 1000 population in HDS 2000.
Diseases for which comparable inter-tempord data are available show that there has been a
condderable compogtiona shift in the prevaence of morbidity with some improvement for
diseases such as diarhoea, mdaria, tuberculoss, anemia, filaiads, goitre, kda-zar,
whooping cough, polio, and diphtheria. Although comparable data are not avalable,
indications are there that the share of non-communicable diseases such as hypertenson/
cadiac alments, diabetes, injuries due to road accidents and physicd violence, mentd hedth
problems has gone up. There is dso the menacing emergence of mgor public hedth
problems such as dengue fever and arsenicoss. The HDS 2000 shows considerable sex
differentid in case of morbidity. The prevaence rate is about 11 per cent higher for femae
than mae. The poor are more prone to illness and disease than the nontpoor and this cuts
across various classfication of socid postion. Moreover, the diseases of the poor represent a
much wider band of vulnerability than the current coverage under the Essentid Service
Package. These diseases of the poor provide one important bass for rethinking the current

drategy.

Deprivationsin Education

2.20 Impressive progress has been achieved in expanding basc and dementary education in
the ningties Underlying the progress in basic education is the rapid expandgon of school
enrollment a the primary level. Thus, the gross enrollment in primary schools increased from 59
per cent in 1982 to 96 per cent in 1999. The gender gap in education is closng a an impressve
pace. Both DHS and HIES data point out a clear female edge over male at primary and junior
secondary (VI-VIII) levels. There is, however, condderable gender gap in enrollment in age
group 16-20, which becomes especidly pronounced after 21. While one cannot undercut the
success dready achieved in promoting gender equdity a primary and junior secondary levd,
Bangladesh needs to make a mgor effort to achieve gender equdity a higher secondary and
tertiary levels

Trendsin Child and Maternal Malnutrition

221 The nutritiond dtuation darted improving snce the mid-eighties. According to BBS
data, the rate of sunting for children in the age group of 6-71 months which was 68.7 per
cent in 1985/86 dropped to 49 per cent in 1999/00. The proportion of underweight children in
the smilar age group has gone down from 72 per cent in 1985/86 to 51 per cent in 1999/00.
The HDS data, avalable for the second haf of the nineties, show that the rate of stunting for
the age group of 0-59 months reduced from 55 to 45 per cent. Smilaly, the rate of
underweight declined from 56 to 48 per cent between 1996/97 and 1999/00. The NSP data
collected by HKI aso confirms the trend of improvement in the child nutritiond Stuation in
the ninetiesin both rurd and urban dums.

Inequality in Malnutrition

2.22  Socioeconomic inequdities in manutrition--as measured by standard anthropometric
messures--gppear to be much higher than in case of mortaity. While the poor/rich ratio was
1.76-1.85 for infant and child mortdity, it was 215 for dunting and underweight. This is
egpecidly true in case of child manutrition as high initid manutrition adversdy affects child
hedth, child schooling peformance, and child's likdihood of getting high productivity jobs,
having implications for the future productivity of the nation.



Table3
Rates of Child Malnutrition among Under-five Children

Nutrition Status Indicator DHS* CNSH* HKI Rurd *** HKI Slum ***
199697 | 199900 | 1992 | 2000 | 1992 | 1996 | 2000 | 1992 | 1996 | 2000

Underweight (weight-for-age)

Moderate or severe 56 48 68 48 71 65 59 78 67 60
Stunting (height-for-age)

Moderate or severe 55 45 64 45 69 60 52 76 65 60
Wadting (weight-for-age)

Moderate or severe 18 10 17 10 15.1 14.6 145 16.9 12.7 13.2

Note: * 0-59 months, ** 6-71 months, *** 6-59 months.

2.23 Notwithdanding the generd improvement in the child nutritiond datus over the
ningties, the female disadvantage in malnutrition continues not only to persist, but has also
increased over the period. The HDS for 1996/97 and 1999/00 show that girls are more likely
to be sunted and underweight than boys. The femde-mae gap for the severdy <unted
(percentage below —3 SD) increased from 10 per cent in 1996/97 to 16 per cent in 1999/00.
Smilarly, the gap for the saverdy underweight (percentage below —3 SD) increased from 19
per cent to 26 per cent over the same period. The gender inequality is sharper in case of
severe malnutrition compared with moderate malnutrition—a striking Smilarity to what has
been observed with respect to greater feminization of extreme poverty. As expected, child
manutrition is condderably higher in rurd aeas than in urban aress. The 1999/00 HDS
shows 47 per cent of rura children as stunted and 49 per cent as underweight compared with
the urban figures of 35 per cent as stunted and 40 per cent as underweight.

224 Maend manutrition, as proxied by body-mess index (BMI) less than the critica
vaue of 185, turns out to be very high in Bangladesh. Applying this criterion, HDS estimates
the proportion of manourished mothers a 45 per cent in 1999/00, showing some
improvement over 52 per cent estimated for 1996/97. The rurd-urban ggp in maternd
malnutrition, as measured by BMI, has increased during the period—from 50 to 63 per cent.
The high rate of manourished mothers in the poor households has adverse implications for
poverty reduction. A high priority needs to be assgned to reducing maternd manutrition in
the country. Such programs should give priority to mothers from the poor households due to
exiging high degree of inequdity in materna nutrition.

E. Summary Points

Bangladesh has achieved considerable progress in reducing income-poverty and humart
poverty since Independence. The progress on human poverty reduction front was faster than
in case of income-poverty.

The rate of income-poverty reduction was dower in the eighties compared to the nineties.
However, the overal pace of decline in income-poverty has been modest, being restricted to
the reduction rate of 1 percentage point per year.

Consderable regiond variation in income-poverty and socia indicators is noticeable.

Even though the pace of improvement in socia indicators has been impressive, this has not
often accompanied by gender equality. The female disadvantage in child mortaity (1-4 years)
has remained persistent, while the female-male gap in acute manuitrition (as represented by
severe stunting and wasting) has increased.

13



Chapter 3
Participatory Consultations on Poverty Reduction
Strategy: Emerging L essons

3.1 The past decade has been both a time of hope and a time of despair. The consultations
with the poor and the civil society confirmed severd podtive trends as wdl as negative
concerns.’

A. Positive Achievements

3.2 The grassroots consultations point to generd improvement in severd quantitative
indicators. These include increase in educationa and hedth facilities, increase in enrollment
a primary and secondary levels, reduction in gender inequdity in education, better access to
preventive hedth care, greater awareness about diseases and environmental hedth, and
improvement in child nutrition status The consultations indicate the generd favorable effects
of government-supported targeted cash/food programs such as old-age penson schemes,
vulnerable group development (VGD), food-for-education (FFE), and food-for-works (FFW).
The consultations aso reved the potentids for further improvement in esch aea both in
terms of equity and efficiency.

3.3 The grassroots consultations indicate important changes in market arangements
having implications for the livelihoods of the poor. Consderable labor market dynamism has
been noted with pronounced role for seasonad migretion, tightening of the labor market and
discernible shift from casud to contract labor, and generdly risng agriculturd wages. The
consultations suggest the growing role of remittances, and faster expanson of non-crop
(especidly, poultry and fishery) and nonfarm (especidly, transport, trade, and services)
activities. A perceptible increase in employment opportunities both within and outsde of
agriculture in the rurd areas has been noted with risng share of peri-urban employment and
seasond  migration. The conaultations aso indicate condderable change in the tenancy
market, with gradud shift from share-cropping to fixed cash tenancy in case of HYV
cultivetion during the winter (boro) season. Remarkable change has been noted in the credit
market, with a generdly declining importance of the role of traditiond moneylenders and
attendant extra-economic coercion. The credit access on the part of land-poor—especidly for
emergency purposes--appears to have increesed, with women playing an increesngly
important role both as smdl savers and smdl lenders.

34 On the wdl-being dimendons, acute deprivations measured in terms of food and
income entittements seem to have improved. Enhanced access of the poor can be noted in
terms of some basic nortincome dimensons of poverty such as schooling and hedth care.
Vighility and voice of women in intrachousehold and extra-household contexts have adso
increased. Perhaps, the singular idea that emerges from the participatory consultations at dl
levels relates to the degp sense of awareness relating to under-performance reldive to
potentials in every respect. There seems to exist a generd agreement that through improved

® The materials used in this section are drawn from the Poverty Reduction Strategy Consultation Report of
BRAC (2002). Additional materials have been used from previous consultations carried out as part of the
preparation of Citizen Task Force Report on Poverty (CPD 2001), Voices of the Poor Study for the World
Development Report 2001 (Proshika 2000), and consultations carried out by the People’s Empowerment Trust
(Action Aid 2002).
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governance and better coordination among the government, the private sector and the civil
society, the mgor development impasses facing the country can be overcome.

B. Areas of Key Concerns

3.5 The grassroots consultations have aso revealed severd key concerns that represent
powerful negative tendencies in the devdlopment experience of the nineties'® As one
paticipant—a day labourer in Rupsha thana -- puts it, “podtive developments in our lives
have been precarioudy counterbalanced by equally powerful negative tendencies’.

Law and Order and Economic and Social Violence

36 Law and order has been identified as a critical concern. This has been attributed to
weekening of governance, crimindization of palitics, corruption, violation of citizen rights,
break-down of traditiond mord order, and intolerant politicad culture. The law and order
gtuation is marked by insecurity and violence, having negetive implications for poverty
reduction. This dso reveds severd interlocking aspects of vulnerability and the often
neglected psychologica aspects of poverty.

3.7  The conaultations point out the need for democratizing the date indtitutions operating
a the locd leve incduding reform in the police sysem. The identified objectives of reforms
indude accountability of the law-enforcing agencies to the civil adminidtration, grester
sengtivity to issues of human rights, increased transparency and enhanced effectiveness. The
growing violence agangt women, both in rurd and urban aress, has been identified as a
mgor concen as wel as the emergence of mastanocracy (locd terrorigm) imposing
condderable “transaction costs’ on norma economic activity. The emerging picture is
grikingly uniform in this respect—from Rupsha of Khulna and Sadar Upazlla of Barisd to
Mirsharai in Chittagong and Poba Upazlla in Rgshahi, from Sadar Upazlla of Sylhet to
Savar in Dhakal?

3.8 The grass-roots consultations have provided important insghts regarding the socid
background of the locd terorits as wel. While there exids condderable socid
heterogeneity, the terrorits are mostly high school or college dropouts, suggesting the
posshility of interface between educated unemployment and terrorism. The politica
patronage was mentioned as one of the important concerns. The consultations a the
divisond levd have dressed the need for setting up of an independent judiciary, an
independent anti-corruption body, a powerful office of the Ombudsman, and highlighted the
role of a free press and active media Many grass-roots paticipants have advocated the
Seiting up of separate TV channds for the poor, which would be focused on development
issues aswell as programs that promote awareness about citizen rights and civil liberties.

10 This has been mirrored by several micro-level repeat village studies. See Siddiqui, K. (2000) Jagatpur: 1977-
97. Poverty and Social Change in Rural Bangladesh, University Press Limited, Dhaka and Westergaard, K. and
A. Hossain (2000), ‘Boringram Revisited: How to Live Better on Less Land’ in R. Jahan (ed) Bangladesh:
Promise and Performance, University Press Limited, Dhaka.

1 As one participant in Savar has put it, “Bangladesh has become contaminated with three evils--organized
crime and terrorism, phensydyl drug, and arsenic.”
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Effective Local Government and Decentralization

3.9 The oconalltations reved the importance of locd government as one of the most
desred inditution for improved governance, accelerated economic growth, and faster poverty
reduction. Attention was drawn to the fact that Bangladesh has the highest population dendty
in the world (excduding the city-dtates) and it is difficult to govern such a vast mass of
population from “one centré’. Thus decentrdization and devolution of power has been
suggested as a technical necessty for good governance rather than a matter of politica
choice. A broad-based suggesion emerged in favor of creating a multi-tier ensemble of
effective locd government bodies a union, thana, and didrict levels. The consensus view
was tha public action can have maximum impact on poverty only with the support of a
gsrong (with adequate financid and adminidrative power) and popular (dected with people’s
mandate) loca government. Without having effective structures of locd governance & union
and thana levels, the issues of improving qudity and ermhancing accountability of public
sarvices at locd level cannot be effectively addressed.

3.10 The consultations indicated broad areas where locd government can and must play a
citicd role One such aea is the management and coordination of many nation-wide
programs such as targeted food or cash assisted programs designed for the poor. Similarly,
the conaultations srongly favored locd government's involvement (with active support from
the community) in the management of schools community dinics unionlevd family
planning and hedth centres, and thana hedth complexes A drong and effective locd
government was aso conddered necessary for coordinating various government and nor:
government programs in an area thereby reducing wastage and duplication, and fadilitating
greater synergies. The consultations strongly recommended the development of locd-levd
democracy through the promotion of grassroots organizations as wedl as fodering
community activities that encourage greater socia solidarity.

3.11 The conaultations suggested that the loca bodies should be given adequate budget
dlocations on a matching grant bass keeping in view the poverty ranking of the area. While
decentraizing without capacity building a the locd levdl would not produce the desred
results, it was argued that this should not be used as an argument against devolution of power.
The support for an effective locd government and decentrdization & various levels has been
very grong throughout the consultations irrespective of adminidrative divisons and socio-
economic backgrounds of the participants.

Quality of Education, Health, and Public Services

3.12 The grass-roots consultations pointed out many weeknesses in the current pattern of
deivery of education, hedth and public services. Many rurd participants expressed concerns
over teacher absentedism, hidden codts in getting admisson a the primary leve, leskage in
FFE and in gipend schemes for girls atending secondary schools, low qudity of education,
and rising cods for meeting private tuition expenses. Poor qudity of teachers and inadequate
learning materials were cited as mgjor wesknesses.

3.13 In both rurd and urban consultations, a criticd concern among the poor was the
widening of the “education divide” between the rich and the poor. The poor were not able to
provide ther children with qudity education. Consultations suggested a multidimensond
action program involving the provison of uniform curricula a the primary and secondary
levels, increased teacher-sudent contact hours, lowering the sze of the student-classroom
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ratio, ensuring supply of traned Science, Mathematics, and English language teechers,
periodic teachers training and qudity inspection, adequate lab facilities, playground and
extra-curricular  activities, accountability to the locad community and to paents A
paticularly recurrent theme in these consultations was the issue of inappropriate functioning
of the School Management Committees (SMCs).

3.14 Mog paticipants voiced serious disstisfection over the quaity of hedth services
avaladle a upazilla and didrict hospitas. Doctor absenteaiam, inadequate nursing Sservices,
poor qudity pathologica tests, lack of adequate diagnogtic facility, overcrowding, lack of
maintenance and unclean environment, lack of atention to the patients, lack of sengtivity to
women patients, risng hidden codts involved in avalling public services were some of the
problems mentioned during the consultations. The consultations sressed the need for greater
utilisstion of the exiging Union Health and Family Welfare Centre (UHFWC) and Thana
Hedth Complex (THC) as the most urgent imperative. The consultations recommended that
every union should have a functioning UHFWC and every thana an effective THC for greater
impact on curdtive hedth of the rurd population.

3.15 The discusson in genera envisaged a greater role for NGOs as provider of
educational and hedth services in rurd and peri-urban areas both as sources of dternative
finance and as mobilizing agents. An enhanced role for NGOs as provider of primary and
secondary  education--beyond their traditiond focus on non-forma primary education—was
suggested during consultations with the poor. Smilarly, the consultations rated pogtively the
delivery of curative hedth care services by the NGOs at secondary and tertiary levels, i.e,
beyond its traditiond role as provider of primary hedth care. Thus, suggestions were made
that the rdativey successful experience of Family Hedth Clinic providing curaive services
may be extended to dl thanas. The NGOs were dso seen as important players in the
implementation of the Community Hedth Clinic (CHC) program.

3.16 In generd, the grass-roots consultations advocated higher dlocations to education and
hedth for financing quality services, on the one hand, and indicated the need for grester
involvement of the locd government in the overdl supervison and management of these
sectors.

3.17 The concerns expressed over the quality of public services were not redtricted to
education and hedth sectors. The urban consultations reveded equdly serious concerns
regarding other basc socid services such as poor housng and sanitetion, deteriorating
quaity of water, irregular power supply, poorly mantained roads and culverts, long waiting
period as wdl as poor quaity of tdephone sarvices, cumbersome hilling facilities, and risng
hidden costs in getting access to basc public services. Municipa services were rated very
poor. In rurd consultations an additiond concern related to poor qudity of agriculturd
extensgon services, especidly with respect to promoting new production technology and
marketing skills in the area of vegetable cultivation, poultry and livestock rearing, and fish
cultivation.

Coordination among Development Agencies and I nstitutions

3.18 The conaultations revedled the need for forging greater coordination among diverse
dakeholders functioning a the loca levd such as vaious government agencies and
departments, NGOs and CBOs. The potentiad areas of development cooperation encompass
the entire spectrum of service ddivery involving agriculture, livestock, fishery, education,
hedth, nutrition, socid safety net, microcredit, and socid mobilization. A particularly
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didurbing aspect has been the lack of coordination of development activities among the
NGOs themsdves, leading to fragmentation of efforts, duplication and wastage, and lack of
synergies.

Remunerative Employment and Economic Opportunities

3.19 A condderable pat of consultations was devoted to ways and means to accelerate the
pace of income-poverty reduction. The discussion pointed out the beneficid effects of rice-
based new technology and stressed the importance of developing such technology for
unfavorable environments. The consultations noted the impressve growth of poultry and
fishery sub-sectors. Within non-agriculture, the development of road and marketing linkages
and the atendant growth of transport, trading, and service sector employment were
highlighted. The need for developing employment-generating sectors such as agro-processing
and information-technology (IT) reated industry for both domestic economy and export
markets was emphasized. The role of information technology was viewed as important for
generating employment for the graduatesin both rurd and urban aress.

3.20 The consultations a the divisond headquaters further identified the need for
exploring the full potentids of sub-regiond and regionad cooperation. The participants
emphesized the need for grester access to the regiond markets and suggested a pro-active
policy for developing trade-rdated infragtructure, lobbying for remova of nontrade barriers,
and greater trade creations.

Physical Infrastructure

321 The conaulltations drongly emphasized the role of physcd infrastructure in
accderating the rate of poverty reduction, especidly in rurd aress. The package includes nine
important dements  road, ralways, waterways, dectricity, gas, dorage, port,
telecommunication, and information. The consultations underscored the need for expanding
further the network of dl-weather feeder roads in rurd areas and drew attention to the
problem of maintenance. The neglected areas of rallways and waterways recelved particular
atention, especidly from the viewpoint of environment-friendliness of these modes of
transport. The growth impact of dectricity through its codt-reducing effects on use of
irrigation equipment was emphasized. In addition, its direct impact on modernization of
rurd industry, contribution to longer working hours for commercid enterprises, dong with
favorable influence on socid development were mentioned. The consultations stressed the
importance of deveoping adequate dSorage faciliies a the thana levd, epecidly in
promoting increesng commercidization of agriculture (vegetables, poultry, and fishery
products). The critical importance of developing adequate and efficient port facilities figured
prominently in consultetions a divisond headquaters. The consultations  strongly
emphasized the need for extending telephone networks to rural areas and advocated grester
competition and privatization in this area Tdecommunication would help in regiond market
integration and increase the effectiveness of the ealy-waning sysem for preventing
disssters. Availability of information technology a the loca level was advocaied from the
perspective of improving the overdl sysem of governance as well.

Other | ssues

322 The grassroots consultations pointed out several issues which demand additiond
attention. Thus, broad concern was expressed over the tendency of regionally unbalanced
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development, highlighting the widening gaps between infragtructurdly advantaged and
disadvantaged areas. The problems of environmentdly fragile settings such as hill aress, char
aress, river-eroson aress, sdinity and flood-prone aress received particular atentions in this
regard. An important area of concern was the lack of adequate participation of diverse
categories of socidly vulnerable groups such as those resding in ecologicdly vulnerable
aress, the triba and the hill people, specific socid categories such the disabled, woment
headed households, and those engaged in margind occupations. Another important issue was
the need for developing social solidarity a the community level. While a plethora of poor
people’'s organizations such as micro-finance groups and samities had emerged a the loca
level, the extent of cooperaion across the poor communities and groups (the bonding and
bridging aspect) was considered low undermining a potentia important source of faster
poverty reduction and socid development. The consultations dso pointed to the persstent
problem of polarized politics, lack of cooperation, mutua respect and trust among maor
politica parties, lack of democratizetion of the politicd parties and processes acting as
serious congtraints on economic and socia progress.

C. Summary Points

3.23Broad-bhased consultations around the issue of poverty reduction strategy have confirmed
severd aspects of progressve gains in the broad sphere of poverty reduction and socid
development over the past two decades. However, these have adso indicated the fragility
of the past success, suggested the points of worrying s$ippage and underscored the sdient
moments of regress. The latter relates to the following areas of citizen concerns. lack of
physcd infrastructure; lav and order dtuation amidst incidence of organized crimes,
extortion and economic violence, lack of effective locd government and
decentrdization; poor quaity of education, hedth and other socid services, lack of
coordingtion among development agencies and inditutions operating a the loca levd;
lack of remunerative employment and economic opportunities; lack of socia capitd at
the community leved reslting in lowlevd of collective action; and lack of
democratization of political processes.
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Chapter 4
Major Milestones. Poverty Targets and Key
Social Development Goals

A. TheVision

4.1  With the Conditutiond obligation of developing and sudaining a society in which the
basic needs of dl people are met and every person can prosper in freedom and cherish the
idedls and vaues of a free society, the vison of Bangladesh's poverty reduction drategy is to
subgtantidly reduce poverty within the next generation. For this, poverty reduction has been
made the overarching deveopment god and Bangladesh's commitment is to achieve the
Millennium Development Gods (MDGs) and targets set in the Partnership Agreement on
Poverty Reduction (PAPR) with the Adan Devdopment Bank (ADB). Through adopting a

comprehensve approach, the Strategy visudizes that, by the year 2015, Bangladesh would
achieve the following targets

() Reduce the number of people living below the poverty line by 50 per cent;

(i) Attain universal primary education for dl girls and boys of primary school
age

(i)  Eliminate gender disparity in primary and secondary education;

(iv)  Reduceinfant and under five mortdity rates by 65 per cent, and diminate
gender diparity in child mortdity;

(v) Reduce the proportion of manourished children under five by 50 per cent and
eliminate gender digparity in child manutrition ;

(vi)  Reduce maternal mortdity rate by 75 per cent; and

(vii)  Ensureavailability of reproductive hedth servicesto adl women;

B. Feasbility of Target Attainment

4.2  The poverty targets and socia development gods are presented in Table 4. Given the
pattern of economic growth, which is accompanied by risng inequdity, the growth eadticity
of poverty reduction for rurd aress is estimated a -0.73, while the figure for urban aress is —
0.64.12Using these dasticities, the results, as presented in Annex Teble 6, show that the
atanment of the Millennium god of reducing the income-poverty levd by hdf by 2015 will
require sgnificant additiond efforts The rurd head-count index will be haved by the year
2015 only if the per capita rurd consumption expenditure grows & a rate of at least 4 per cent
per year. The caculations show that if the god of reducing the incidence of nationd poverty
by haf is to be achieved by 2015 then Bangladesh needs to sustain a GDP growth rate of
about 7 per cent per year over the next 15 years. ™

12 These elasticities are lower than the estimates derived under the distribution-neutral growth. The paper
follows Ravallion and Sen (1996) to calculate growth elasticity of poverty reduction under inequitable growth.
The latter represents elasticities implied by the actual changes in poverty measures and the mean relative to the
poverty line, as observed over the period 1991/92 to 2000 reflecting the effects of rising inequality over the
eriod.

?3 The required GDP growth reflects the income and population growth during the period in order to sustain the
consumption expenditure to achieve the target. It may, however, be noted that the target reflects the reduction
of income poverty by half from the benchmark of 2000.



Table4
Major Goal-Posts. Poverty Targets

Target Current 2003 2005 2010 2015
(2000)

Indicatorsin light of MDGs:
Income-Poverty 50 46 44 35 25
Adult Literacy 56 63 63 79 0
Primary Enrollment 75 80 83 92 100
Secondary Enrollment 65 70 75 85 95
Infant Mortality Rate (IMR) 66 58 51 37 22
Under-Five Mortdity Rate A 82 73 52 31
Materna Mortdity Rate (MMR) 320 300 280 240 147
Life Expectancy 61 63 65 69 73
Population Growth 1.6 15 15 1.4 13
% Children Underweight 48 45 43 39 35

Reduction in Anti-Female Bias:

Female (7+) Literacy (% of Male) 80
Female Enrollment at Tertiary Level
(% of Male) 33
Eradicate by 2010-15
Female Underweight Moderate or 8
Severe, <5 Years (% of Male)
Female Underweight Severe, <5 26
Years (% of Male)
Female Mortdlity, 1-4 Y ears (% of 133
Male)

Source of Benchmark Data: Income-Poverty (Table 2); Adult Literacy (BHDR 2000); Primary Enrollment
(HIES 2000); Secondary Enrollment (HIES 2000); Tertiary Enrollment (HIES 2000); IMR (BDHS 1999/00);
Under-Five Mortdity (BDHS 1999/00); MMR (NIPORT/ Macro International); Life Expectancy (BHDR 2000);
Population growth (BBS); Children Underweight (BDHS 1999/00).

4.3  As regads other indicators, the likeihood of target atainment is higher given the
encouraging peformance of the nineties in reducing child mortdity and child
manutrition as wdl as success in removing gender inequdity & primay and
secondary schooling. The available evidence dso suggests that the MDG target of
having manutrition rates by 2015 is not likdy to be met through economic growth
done. More dfective public actions than in the past will be necessary in dtaining the
god of having manutrition. This would adso require the exploitation of important
synergies between income and norrincome indicators. Many of the socid indicators
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included under the MDGs are influenced by economic growth through the channds of
income-poverty reduction and public expenditures on socid sectors. As the levd of
income-poverty gets reduced and private spending on socia  sectors increases,
progress in ataning socid deveopment gods will be further dimulated. Better
governance of socid expenditures dong with higher dlocations through government
and non-government channels, as emphasized under the drategy, would provide
additional momentum to the process of social development.

C. Summary Points

44  Attanment of the taget of povety reduction by hdf will require dgnificant
additiond efforts given the past growth peformance. If the god of reducing the incidence of
nationd poverty by half is to be achieved by 2015, Bangladesh needs to sustain a GDP
growth rate of about 7 per cent per year over the next 15 years. As regards other indicators,
the likdihood of target atanment is higher given the encouraging peformance of the
nineties in reducing child mortdity and child manutriion as wel a success in removing
gender inequdity at primary and secondary schooling. However, these targets will not be
met through economic growth aone. Pro-active public actions will play a sgnificant role in
ataning the MDG targets.



Chapter 5
The Poverty Reduction Strategy

A. The Strategy: All Routes M atter

51 With many roots and multidimensond characterisics dl routes metter for the
poverty reduction dtrategy. These routes will combine measures to address underlying causes
and practica interventions to mitigate poverty. The drategic dements of anti- poverty
policies and inditutions will cover five broad avenues  The firsd st of policies would
accelerate and expand the scope for pro-poor economic growth for increasing income and
employment of the poor. The second set would foster human development of the poor for
rasng ther cgpability through educetion, hedth, nutrition and socid interventions.  The third
st of policies would sypport women's advancement and closing of gender gaps in
development. The fourth sat of policies would provide social safety nets to the poor against
anticipated and unanticipated income/consumption shocks through targeted and other efforts.
The fifth set would favorably influence participatory governance, enhance voice of the poor,
and improve non-material dimensions of wdl-being including security, power and socid
induson by improving the peformance of anti-poverty inditutions and removing
inditutional hurdles to socid mobility.

52 The above interventions will have maximum impact on povety, especidly in
minimizing the severity of poverty, when these are targeted to the poor regions and with
gpeciad focus on the needs of the most disadvantaged population and ethnic groups. Policies
and inditutional actions ddinested under the proposed poverty reduction dtrategy will be
designed to reach out to the poorest and the remote rura areas, which are vulnerable to
adverse ecologica processes (including chars and river erosion affected areas) and those with
high concentrations of socidly disadvantaged and margind ethnic groups. Specid  attention
will be given to the development problems of the hill people of CHT and triba population
resding in other parts of the country.

5.3 Along with integrating economic and socid policies, the drategy ams a expanding
decent employment opportunities through both wage and sdf-employment.  For this, an
integrated approach would be followed to creste an employment-expanding macroeconomic
framework through (i) adjusting public expenditure, ensuring monetary and fiscd prudence,
and promoting employment friendly private investments, (ii) addressng sectord employment
concerns with appropriate investment and trade policies and promoting ‘lead’ sectoral and
sub-sectoral  activities;, (iii) srengthening specid and targeted employment programmes for
the vulnerable poor; and (iv) implementing measures for <kills upgradation of the labour
force on the bass of demand-oriented skills magpping. In view of the importance of congenid
labour rdations and an efficient and equitable regulatory framework in attracting domestic
and foreign investments, the drategy would broaden the socid didogue on labour policies to
indude dispute settlements dong with issues related to skills development, socid protection,
productivity, gender discrimination, and child labour.'*

B. Increasing Pro-poor Economic Growth

54  Increesng pro-poor economic growth will be one of the key eements in achieving
success of the Strategy. The sources of increased growth would involve severd areas (i)
higher private invesment in dl sectors and increesed inflow of foreign direct investments

4 For major policy issues relating to employment and labor market see Annex 2.



(FDIs) through ensuring good governance and inddling measures to reduce transaction costs
and promote invetment-friendly environment; (i) increesed efficiency and technologicd
progress across the economy including promotion of information and communication
technologies (ICTs) and biotechnology; (iii) expanded growth of indudry (particularly smal
and medium enterprises) and service sectors, (iv) diverdfication in crop production and
nonfarm (eg. livestock) sector growth; and (v) expanson and diversfication of the export
sector. The am would be to increase GDP growth to around 7 per cent per year, on an
average, during the next decade dong with a high growth of the rura economy. For ensuring
such growth, priorities, sequencing and interrelationships of macro and sector policies would
be taken into account. Within the medium term framework, priorities would be given to
ensure the following: (i) stable macroeconomic baances, (ii) strong indtitutions and improved
governance, (iii) private sector-led and outward oriented growth; (iv) Government-private
sector (including NGOs) partnership; and (v) gender sengtive macro and policy framework.

5,5 Increasng growth and bringing a pro-poor orientation in the growth process would be
achieved through emphasizing four priority aess (i) accderated growth in rurd areass and
devdlopment of agriculture and nonfam economic ectivities, (i) smdl and medium
manufacturing enterprises, (iii) rurd eectrification, roads, and supportive infrastructure; and
(iv) information and communication technologies. The rurd growth strategy would be driven
by policies to intensfy rice production and spur crop diversfication and nonfarm production
requiring more effective water management, improved rurd infragtructure and inditutions,
grengthened research and development efforts, enhanced credit access, and expanded
domedtic/export marketing and digtribution channels.  To cadyze growth of non-fam
activities and smdl enterprises, expangon of infresructure facilities and supportive policies
would be given priority. The rurd growth policies would address environmental problems
ranging from widespread resource depletion and ecological degradation, arsenic
contamination of water, and vulnerability to naturd disssters to ensure sudtainability of the
outcomes. The development of information and communication technologies (ICTs) would
be used as an expanding source of growth of the economy. In al these efforts, the private
sector would play a key role.  To fadilitate the process, a strong and competitive private
sector would be fodtered, infrastructure capecity (especidly power, telecommunications,
roads and ports) would be expanded, financid markets would be srengthened, environment
for foreign invetment would be improved, qudity of the labour force would be raised,
adminigrative and legd sysems would be reformed, law and order Stuation would be
improved, and public trangparency and accountability would be increased.

B1. Ensuring Macroeconomic Balances

56 The recent devdopments indicated strains in severa macroeconomic  indicators.!®
The fiscd and externd imbadances were aggravated, pressure on foreign exchange reserves
mounted, export earnings and industrid production dowed down, and overdl growth rate of
the economy declined in 2001/02. In addition to domegtic imbaances, the globa dowdown
and a weekened globa economy fueled the events. Nonetheless, the per capita GDP would
grow by about 3 per cent this year which is no smdl achievement for Bangladesh in a
turbulent year.

5.7 The policy response by the Government involved severd measures. The monetary
policy was made more accommodating: lending rate was lowered for exports of RMG items,
frozen food, and agro-indudrid products, refinance faclity was provided for lending for

15 For abrief review of the trends and major issues in the macroeconomy see Annex 3.
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RMG exports, bank rate was lowered which led to reduction of lending rates by commercia
banks. Efforts to contain fiscd pressures included lowering of interest rates on savings
cetificates, containing public expenditure by reducing Annua Development Programme
(ADP) spending, introducing hiring freeze in public sector employment, reviewing some
contracts under suppliers credit, and cancdling the Non Aligned Movement (NAM) summit
in Dhaka introducing mesasures to increase revenue collection; and increesing fud, power
and gas prices. For improving externd badance and mitigating foreign reserve losses, the
exchange rate was refixed, regulatory duty on import of severa non-essential products was
imposed and severd administrative messures were effected eg. enhanced enforcement of
foreign exchange regulations, discouraging the use of hundi sysem for remittances through
enactment of Money Laundering Prevention Act 2002 and by improving bank services and
opening more exchange houses aroad, and increasing L/C margins on imports on selected
non-essential and luxury goods.

Box 2: Macroeconomic Fundamentals: Recent W eaknesses

The weakening macroeconomic fundamentals since the late 1990s particularly
due to slowdown of the export-oriented manufacturing sector, hgh fiscal deficit,
increased domestic borrowing, falling foreign exchange reserves, adverse external
factors, and slow pace of any meaningful structural reforms, was aggravated by the
September 2001 events in the United States and subsequent shocks to the global
economy.

- Thegrowth of industrial production slowed down: the quantum index stood
at 227 in October 2001 compared with 221 in October 2000 indicating an
increase of only 2.7 per cent;

Export earnings declined to US $ 2460 million during July-November 2001
compared with US $ 2762 million during the same period of 2000. The
RMG sector was especially hard hit by weakening of the US market (which
receives 45 per cent of Bangladesh’s RMG exports) resulting in the closure
of about 1,300 garments factories and rendering about 0.4 million persons
jobless, mostly women;

Pressures on foreign exchange reserves increased sharply due to
deteriorating external environment and |oose fiscal and monetary policies;
The Government’s increasing recourse to domestic borrowing, sharp
increases in SOE losses, and high non-performing loans of NCBs and DFIs
contributed further to macroeconomic weaknesses.

5.8 The Government's priority would be to improve externad and domestic imbaances
expeditioudy under a trandtiond programme to pave the way for implementing the
comprehensve medium term gabilization and reform measures under the poverty reduction
drategy. Within the trangtiond programme, fiscd measures would be taken to contain fisca
defiat; limit deficit financing and domestic borrowing; mobilize domestic resources (tax and
non-tax) through better compliance, collect arrears, reduce exemptions, extend the VAT net,
and improve tax and customs adminidration; rationdize pubic expenditure through
improving qudity, reducing subddies to SOEs implementing nonproductive expenditure
control messures, and improving procurement and financid accountsbility. The monetary
and exchange rate policies would undertake a drict credit programme to reduce pressure o
foreign exchange market and, if necessary, employ market based ingtruments to achieve
inflation and reserve objectives, and take measures to move towards more flexible exchange
rate management. Severd dructurd measures eg. improved performance of nationdized
commercid banks (NCBs) and development financid inditutions (DFIs), better enforcement
and dimination of loopholes in the Bankruptcy Act, privatization or liquidation and reforms
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of the SOEs to contain their demand on budgetary and bank resources would be implemented
to support the sabilization policiesin the short term.

59  While the above measures would contribute to re-establishing the macroeconomic
gability, the Government would reman vigilant againg the potentid threet to price ad
exchange rate ingtability, adverse effects on resource dlocation, credibility of its policies and
regoring confidence. In the medium term, a strategy for moving forward would be adopted
covering two dements. (i) developing a medium term macroeconomic framework incuding a
coherent set of policy measures to guide future efforts; and (ii) establishing an early warning
and effective economic information system to guard againgt possble dippage and prevent
any deerioration of the macroeconomic environment that would undermine growth and
poverty reduction. The gpproach would ensure that the underlying macro-framework is
moving in the right direction which is essentid for successful implementation of the poverty
reduction strategy.

510 A dable macroeconomic framework eg. low and sable inflation, low budget deficits,
and sudaindble externd debt would be criticd for implementing the poverty reduction
drategy. This would creste an enabling environment for higher growth with grester scope for
poverty reduction. Within the medium term, four aress would be emphasized: (i) increased
domegtic resource mobilization; (ii) rationdized and improved qudity of public expenditure;
(i) aprudent monetary policy; and (iv) improved foreign sector management.

511 For dfective resource management, the Government would limit the use of non
concessond loans, broaden the tax base and enhance the efficiency of the tax system, and
rationdize the date-owned enterprises (Box 3). The Government would set up a Public
Expenditure Review Commisson and a Commisson on Reforming the Public Revenue
System for reviewing expenditure and revenue decisons, respectively. A dmilar review has
dready been inditutiondized as an ongoing interna activity of the Minisry of Finance. The
budgeting process would be made more transparent through increased pre-budget
consultations and creating inditutiona mechanisms for paticipation of various groups and
the cvil society. The Paliamentary oversght of the budget will be drengthened through
ensuring more effective roles of the Public Accounts Committee, Public Edtimates
Committee, Public Undetakings Committee and the thirty-five Parliamentary Standing
Committees on individua minidries.
Box 3: Reforming State-Owned Enterprises

Given the large fiscal drain by the SOEs and their overall inefficiency, a key ingredient of the
Government’'s deficit reduction strategy would be to bring a balance in their financial
accounts. The Government would implement a comprehensive programme aimed at
privatization and downsizing of the state-owned sector. For the purpose, a sequenced
approach would be followed beginning with privatizing or liquidating the manufacturing
enterprises. In the case of utilities and services (e.g. gas, power, water, railways, shipping and
telecommunications), appropriate modes would be adopted like outsourcing, divestiture,
public-private partnerships and others. While liquidation of non-viable enterprises and
privatization of manufacturing SOEs would be the priority agenda to ease the administrative
and financial burden in the short run, remaining SOEs would be given operational autonomy
and allowed to operate along commercial lines under hard resource constraints. In case any

SOE is required to pursue non-commercial objectives, the costs of such constraints would be
calculated and compensated through the budget in atransparent manner.

For those SOEs which would be retained in the public domain, clear guidelines would be
specified. These would be corporatized and required to operate under hard budget constraints.
Such enterprises would access financing from the banks on their own financial strength along
with mobilizing funds from the capital market.
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512 Seved reforms would be consdered for improving budget preparation and
implementation and increedng its effectiveness and pro-poor orientation. In addition to
adopting a medium-term framework, the quality of budgeting would be improved through
usng drict criteria for project sdection, indituting draegic planning  through  budget
committees in  minidriedagencies  dreamlining financa management and  procurement
procedures, and strengthening interna control and audit syssems. The process of adopting a
modern accounting system, initiated under the Reform in Budget and Expenditure Control
(RIBEC) project, would be geared towards providing an effective management information
sysem for expenditure control and rationdization. The capacity of the Implementation
Monitoring and Evduation Divison (IMED) would be enhanced to underteke effective
performance audits and evaduation adong with follow up actions to improve qudity of
projects. For making public expenditure more pro-poor, the Government would redlocate
budgets more towards basc services empheszing qudity of service ddivery and ensuring
improved targeting.  An integrated budget framework will be adopted that effectively
incorporates the fiscal, monetary and externa sectors.

Leveraging Globalization

5.13 The move towards globdization, with its sgnificant socid and economic impact, has
brought both challenges and opportunitiess.  The drategy would be to pursue trade
liberdization and saize the opportunities by effectivdy managing the process. This would
require drengthening inditutional  capabilities, addressng  dructural  wesknesses, and
improving the policy regimes. The pro-poor programmes will be made strong to complement
the liberdization agenda Macroeconomic dability and robust growth would ensure that
employment losses as a part of needed economic restructuring can be offset by rgpid growth
in other sectors. The process would be made sendtive to socid costs with appropriately
targeted socid safety nets for the affected poor and guided by inditutional capacity to
manage the trangtion period. Exploiting globdization opportunities would require a sound
invetment dimate, affordable access to informaion and communication technologies
(ICTs), improved efficiency of trade promoting services, and investments in human capitd
and skillsto exploit new opportunities.

Developing the Private Sector

514 Under the drategy, the private sector will be the engine of economic growth. The
Government will create an invesment-friendly environment and act as a facilitator through
pursuing policies to create a stable macro economy, improve law and order, promote good
governance, maintan competitiveness, dleviae infrastructure bottlenecks, ensure cost
effective fiscd and financid services, and provide market information and support services.

515 Under the 1999 Indudrid Policy, redtrictions on private sector participation in dl
sectors except defense, nuclear energy, printing of currency notes, and forest plantation and
mechanized extraction in reserved forests, have been removed. The Government is aware of
the condraints hindering the growth of the private sector and would implement effective
measures to remove the hurdles through effective and coordinated policies and actions. The
key areas would be infrastructure development (e.g. power, telecommunications, roads and
ports), strengthened financid and capital markets, quality of the labour force, reduced codts
of doing busness by reforming inditutiond and regulatory framework, improved law and
order condition, and better environment for foreign investment.
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Financial Sector Management

516 For implementing the drategy, a sound and wel-functioning financd sysem is
required for ensuring growth and providing access to financia resources to the poor. The
Government will address three mgor issues in the financid sector: (i) weak regulatory power
of the Bangladesh Bank; (ii) poor governance of the public financid inditutions, and (iii)
deficiency of the legd framework. The Bangladesh Bank will be drengthened with adequate
autonomy and accountability to function effectivdly. For this, rdevant laws will be amended
to provide operationd autonomy and reorganize its functions dong with messures to
rationalize staff and strengthen human and management capacity.

517 The poor governance of the nationdized and domestic commercid banks and
goecidized development banks has resulted in high share of classfied loans, low loan
recovery rates, lack of discipline and other symptoms limiting access to credit to genuine
investors, raigng interest rates and acting as a drag on economic growth.  Along with
necessary legd amendments, the Government would improve overal governance of financid
ingtitutions through severa measures e.g. appointing suitable persons on the boards and in the
top management of public financid inditutions with adequate restructuring authority and
autonomy, drengthening loan agpprova  depatments, and enforcing the requirement to
regularly publish financid datements prepared in accordance with Internationd  Accounting
Sandard (IAS). A banking sector policy will be formulated including an efficient regulatory
framework for the microfinance inditutions (MFIs).

B2. Promoting Good Governance

518 A broad consensus on the need to improve governance exists dong with the
recognition that poor governance is a strong impediment to current poverty reduction efforts.
Keeping a long-term vison, the drategy of improving governance will cover three mgor
aess. (i) credting a compstitive environment across al segments in the society dong with
unhindered flow of information; (i) establishing and enforcing clear rules and regulaions for
public sector administration supported by separation of power among three branches of
governance (the legidaure, the executive and the judicary) dong with pragmatic oversght
arangements, and (iii) promoting voice and participation of the civil society, particulaly the
poor and disadvantaged groups, as a step towards a transparent and ‘ open’ government.

519 The Paliament, being the apex inditution for ensuring accountability, will be mede
more effective.  The role of the Parliamentary Committees will be strengthened through
providing research and logistic support so that these Committees can submit detailed reports.

These reports will be discussed in the Parliament and the deliberations will be made open to
the civil society and the media The Government's action on the observations and
recommendations will be amilarly reported.

520 The Government's commitment is to guarantee the conditutiond rights of the citizens
through an efficient legd system. To this end, a judicid reform programme has been
developed and the process of implementation has started. Measures to separate the judiciary
from the executive, which is a conditutional requirement, have been taken on the bass of
time-bound and specific directions of the Supreme Court. The process of establishing
separate Judicid  Service Commisson and Judicid Pay Commisson has dated. The
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Government’s priority is to take al necessary measures for ensuring a strong and independent
judicid system.

521 With increesng concerns regarding law and order Studtion and violence agangt
women, comprehensve and fundamental reform in the police service is a priority agenda for
the Government. The messures will include review of the dructure of incentives training
and modernization of the police force, seps to remove undue political and other interference
in peformance of duties, rgpid action agang negligence of duty and corruption, and
mechanisms to inditutionalize civilian oversght.

5.22 For ensuring accountable management of public resources, the Government would
undertake measures for establishing effective planning and budgeting system supported by
timely accounting and auditing with feedback for corrective actions. Severa changes ae
contemplated in the budget sysem eg. framing the budget within a consgent macro-
economic and medium-term  expenditure framework, preparing a consolidated budget to
remove the mismaich between the revenue budget and the development budget, improving
the qudity of projects, and enhancing the planning and oversght capecity of the minidtries.
A more effective and independent role of the Comptroller and Auditor Generd’s (C&AG)
office would be ensured. For this, the separation of accounting and auditing functions would
be effected. The Public Accounts Committee of the Parliament will be made more effective
within the chain of accountability.

5.23 Improvements in public purchase and procurement sysems are closdy linked to
financid accountability. For improving efficiency, trangparency and accountability, severa
measures will be adopted eg. introduction of effective and well-specified public procurement
rues and guiddines, sandard bidding documents, procurement laws, public procurement
website and dectronic bid processing, rationdization of procedures and approva process,
framing of code of conduct and procurement auditing and monitoring indicators. For this a
Centrd Procurement Policy Unit in Implementation Monitoring and Evauaion Divison
(IMED) would be crested. The management capacity will be improved through training and
inditutionaizing monitoring and evauation of performance.

5.24 The Government would take steps to promote unhindered flow of information and
enhance the role of the press and mass media as agents of accountability. Decentralization
and deveoping effective loca government inditutions would be taken as a key dement in
improving accountability of public service ddivery. The progressve building of networks of
civil associations and socid capital of the poor would be encouraged to ensure their equitable
access to public services and strengthen ability to influence palicy.

525 A competent and motivated public adminigtration sysem is centrd to achieving the
poverty reduction and development gods of the drategy. Along with providing adequate
compensations and right incentives and promotion on the bass of menit and efficiency, a
credible oversght sysem will be indaled which is results-directed and regulations-driven
rather than inputs-oriented. The Government would establish the office of the Ombudsman
and edtablish an independent Anti-Corruption Commisson dong with measures to expedite
investigation procedures to ensure better governance.  The recommendations of the Public
Adminigration Reforms Commisson (PARC) would be implemented in phases garting with
those that ae citicd to vigbly improve efficdency, effectiveness accountability and
trangparency in the short run eg. rightszing the Government, redesgning performance
gopraisa system, gppointing competent persons from the private sector on contractua basis



a senior policy levels, and transferring relevant government support services to the private
sector on a contract bass.

526 The use of modern information and communication technologies (eg. e-governance)
has a ggnificant scope in addressng weaknesses in governance. The Government’s am is to
use informatics to improve governance in multiple ways eg. as a tool to enhance productivity
and improve service qudity, inditutiondize management systems to reduce the scope of rent-
seeking opportunities, and srengthen information flows both across government agencies and
with the private sector and the civil society. Recognizing that good governance requires time
to ensure, the Government would initiate time-bound action plans with cealy defined
objectives, responghilities and performance evauation systems to measure progress.

B3.  Agricultureand Rural Development

5.27 For rgpid poverty reduction, the Government’s priority is to develop the rurd areas
where mogt of the poor people live. This requires accelerated growth of agriculture and the
rurd nonfarm sector. A rapid agricultura growth will sustain high growth with better
capacity to reduce poverty through enhancing rurd wages, cregting synergies for diversfying
the rurd economy, and enabling the supply of low-cost food to improve nutritiona status and
food security of the people.

528 Encouraging agriculturd growth requires various polides ranging from new
technology to credit for smal fames The past growth in agriculture was helped by new
high yidding variety (HYV) technology, paticualy in rice, in which both the state and the
market played important roles. The Government would continue its pro-active role in key
public goods in agriculture particularly in improving the ability of the farmers to adopt new
technology and providing gppropriate mix of incentives to pursue profitable operations.

5.29 The recent growth of agriculture was grestly influenced by macroeconomic and sector
gpecific policy changes. Reforms in trade and exchange rate policies crested favourable
incentive dructures and dismantling of date interventions, market-oriented reforms  and
reduced regulations favoured growth in agriculturd production and productivity.  The
reforms led to faster growth in minor irrigation, increased the supply of fertilizer and seeds,
helped in wider adoption of high yielding varieties (HYVs), and encouraged the farmers to go
for more rationa input use and production decisons. The Government’s priority would be to
intengfy efforts such that pogtive achievements are expanded and the condrants limiting
their potentia are resolved.

530 The Govenment would creste a policy environment that is (i) supportive of
agriculture and rurd nonfarm sectors, (i) oriented towards smal farmer development; (iii)
cgpable of providing right incentives to adopt new technologies, (iv) conducive to higher
invesments in socid and economic infrastructure in rurd aress, and (v) adequate to ensure
proper functioning of rura inditutions and provide market access for rura products (see
Annex 4 for detailled policies). For the purpose, the Government has taken up a Plan of
Action (PoA) to implement the Nationd Agricultura Policy 1999 which indicates specific
areas where interventions would be needed.



Rural Non-farm Growth

5.31 Through rapid expanson of nonfarm activities, the Government’s drategy is to make
the rurd nonfam sector as the leading sector of Bangladesh's rurd economy. Given the
characterigtics of the rurd labour market and the sructure of farm holdings dominated by
andl and margind farmers, both fam and non-farm incomes would be increased dong with
incentives for movement of labour from fam to nonfarm sector. This requires a steady
growth in productivity in the nonfarm sector. The access to non-fam income is criticd in
rasng household income dong with enhancing the cgpacity of the farmers to invest in
agriculture,

532 In the padt, rurd nonfam activities played an important role in generdting new
sources of employment in the rurd area but the productivity growth in the sector has been
modest. The way-out from the Stuation requires some degree of upscaling with improved
technology and marketing support. The process can be further stimulated by forging urbant
rurd links in desgn, production, and marketing stages. For this, a decentrdized industrid
process around secondary towns and periurban areas will be pursued.

5.33 For accderating rura non-farm growth, measures would be taken to strengthen both
backward links eg. agriculturd equipment and repair services marketing of fertilizer, seed
and other inputs as wdl as forward links to agriculturd activities like processng and
marketing of agriculturd products. Since increasing urbanization and higher incomes would
increase the demand for processed food products, links with urban and export markets would
be used as a mgor factor in increesing the beneficid interactions. The thrust will be on rurd
nonfarm activities in the periurban fringes of mgor cities to take advantage of better
transportation networks and urban spillover benefits.

5.34 Along with a trade regime that focuses on correcting the policy digtortions that hurt
rurd nonfam ectivities and rationdizing tariffs on raw materids and inputs used by these
indudries, the Govenment would address infrastructurd problems eg. power,
communication, information, transport facilities, roads, market places, ports and other
facilities needed to improve their competitive edge and growth potentia.

535 For ensuring product sandardization, quaity control and flow of information
necessary for access to foreign markets, the Government would encourage formation of smdll
enterprise  associations to support respective activitiess  These would provide market
information, qudity guiddines and link rurd enterprises to large enterprises or export houses
through contracting arangements. The Government would devise mechanisms to access
required levels of credit by the rurd nonfam entrepreneurs from formd financid
inditutions.  The NGOs will dso be encouraged to expand their coverage of credit
programmes to include rurd smal and medium scade enterprises.  Investments in education
and kill training would be congdered crucid inimproving rurd productivity and incomes.

536 The Govenment has formulated the Nationd Rurd Development Policy 2001 to
guide the comprehensive development of the rurd areas. The Policy attaches importance on
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cregting efficdent and effective locad government inditutions as the decentraized decison
meking framework within a participatory mode. The Government would operationdize the
integrated approach of the Policy to expand employment and decent income earning
opportunities in rurd areas dong with measures to enhance the capacity and power of the
rurd poor to develop, protect and sustain thelir livelihoods.

B4. Manufacturing Growth

5.37 For sustained growth and poverty reduction, the Government would pursue a globaly
competitive indudridization drategy dictated by the dynamic comparative advantage of the
country.  This means an employment-intengve indudridization with emphass on smdl and
medium enterprises (SMEs) and export-oriented indugtries. Manufacturing growth in the
country gill remains narrowly based with only a few indudries (eg. readymade garments)
spearheading recent growth.  While trade liberdization measures in the early 1990s provided
eader access to imported rav maerids particularly for smdl industries, severd factors eg.
increased imports of competing products due to lowering of tariffs illegd imports from India
encouraged by unfavourable movement in Bangladesh's exchange rate vis-a-vis Indian rupee,
didocations caused by naturd and manmade factors, and deterioration in the overdl
investment climate led to adow and fluctuating manufacturing growth

5.38 The foreign direct invetment (FDI) flow into the manufacturing sector is amdl.
Foreign investment in Export Processng Zones (EPZs) accounted for less than 10 per cent of
totd manufacturing invesment in the 1990s. Bulk of the invesments in the EPZs went into
garments, textiles, footwear and other labour-intendve indudries with little in high-tech
indugtries.  The FDI outsde of the EPZs went modtly into gas and power sub-sectors. The
limited gze of the domesic market and lack of a facilitating environment discouraged the
inflow of FDI into manufacturing industry outsde the EPZs.

539 Sow manufecturing growth and the emergence of indudrid sckness have many
roots. The problems relate to deficiencies in indudrid finance, dow pace of privatization of
public sector enterprises, mixed impact of rapid trade liberdization, lack of a competitive
exchange rate policy, discriminatory fiscd incentives, and the perssence of a legd and
regulatory framework that is characterized by pervasive, archaic and unnecessary laws, vague
and discretionary regulations, and flawed and week enforcement. Infrastructure bottlenecks
eg. inadequate transport, power, telecommunications, ports and other facilities, lack of
investment-friendly labour rdations and procedura complexities make setting of viable
indudtria enterprises very codtly in the country.

540 The Government’s efforts to accelerate manufacturing growth and increase its poverty
reduction role would emphasize severd dements. For the privatization programme, a firm
timetable would be set to assert the Government's politicad will and send clear Sgnds to
those who oppose the programme. Necessary measures would be taken to reduce socid costs
of labour adjusment through appropriate safety-nets and help retrenched workers to
reintegrate into the labour market (see, Annex 5 for details on indugtria policies).
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B5. Infrastructure Development

541 The impact of roads on poverty is well documented in Bangladesh. Smilarly, dong with
the soread of literacy, improvement in road network, and higher household savings through
microcredit operdtions, the avalability of dectricity is important in promoting private
investment in rura arees. In rura Bangladesh, alarge part of the growth impact of dectricity is
redlized through its cogt-reducing effects on use of irrigation equipment.  In addition, provision
of dectricity will directly impact on the modernization of rurd indudry, contribute to longer
working hours for commercid enterprises, adong with favorable influence on socid
development. In generd, power sector investments would be given priority over other
investmentsin physicd infragtructure in the coming years.

542 Tdecommunication is the third criticd dement in the infrastructura package for pro-
poor growth. The reative importance of tdecommunication has increased manifold following
the revolution in information technology. Tdecommunication would hdp in regiond market
integrtion, increase the effectiveness of the early-warning system for preventing disasters, and
help improve the system of governance (see Annex 6 for detailed policies).

B6.  Technology Policy

543 A comprehensve technology policy (especidly ICT and biotechnology) would be
adopted for purposes of eradicating poverty in the country. New technology is criticd in
developing new seeds for agriculture and in ther adoption in adverse agro-ecologica
environments. It will dso hep linking hitherto disintegrated national and locad markets with
globa markets. Devdlopment of information technology will be an important source of future
economic growth and play a critical role in employment generation, fostering productivity
enhancing human development (impacting on both knowledge as wel as service ddivery
dimengions) and improved governance.

544 The present inditutiond infrastructure for ddivery and adoption of new technology,
however, is inadequate. Enhancing technologica capability in the public sector and removing
bariers in the private sector remans the drategic chdlenge.  Innovation and adoption of
technology requires <kills that depend on vocationd and technicd education, transfer of
appropriate technology and more reliance on “learning by doing” in the globdized supply chains
of production.

C. I ncreasing Human Development of the Poor

545 In the medium term, policies that have a direct bearing on the basc capability and
human devdopment of the poor will be emphaszed. Three man dements of human
development will be targeted: education, heath and nutrition.

546 The devdopment of human capitd has strong poverty reducing effects in Bangladesh.
Severd agpects of human development will be given priority. First, while there has been
consderable quantitative expandon of education, hedth and nutrition reman reativey
neglected. Within the hedth sector, athough some success has been achieved in preventive
hedlth care, a small proportion of poor people has access to public hedth care services. In short,
addressing the pro-poor concerns in hedth remains an unfinished task and the sector needs to be
given the priority it deserves. Developing a pro-poor agenda within the rubric of a sector-wise
approach to hedlth represents the biggest ingtitutiona challenge in this regard.



5.47 Second, the control of communicable diseases and improved maternd and child hedth to
reduce high child and maternd mortdity remains the highest public priorities. The main causes
of avoidable deaths in the low-income countries including Bangladesh are tuberculoss,
childhood infectious diseases, maternad and perinatd conditions, micronutrient deficiencies, and
malaria and tobacco-reaed illnesses. The epidemiological evidence from Bangladesh and
elsawhere conveys a crucid message: the vast mgority of the excess disease burden is the result
of a rdaivdy smdl number of identifisble conditions, each with a st of exiding hedth
interventions that can dramatically improve hedth. The problem is that these intervertions do
not adequately reach the poor. A package of essentid hedth interventions with enhanced
programs of family planning catered to the needs of the poor would have strong poverty
reducing effects as the improvements in hedth would trandate into higher qudity of children,
lower income erosion due to hedth shocks, higher productivity, and higher economic growth.
Implementation and access of current essential service package (ESP) under the sector-wide
approach need to be ensured with specia focus a the health needs of the poorest and the most
vulnerable both in rurd and urban aress. Even though the priority focus is currently on
communicable diseases and maternal and perinatal health, non-communicable diseases (NCDs)
ae dso of great dgnificance Many of these non-communicable diseases, including
cardiovascular disease, diabetes, mentd illnesses, and cancers, can be effectively addressed by
relatively low-cost interventions, especidly usng preventive actions relating to diet, smoking,
and lifestyle. The coverage of current ESP needs to be broadened to include some of the key
NCDsaswell.

548 Third, such a re-orientation towards wider coverage of the poorest as wdl as
broadening of the scope of essentid hedth package will have consderable resource
implications. According to the recent estimate by the WHO Commission on Macroeconomics
and Health 2001 the set of essentia interventions costs, on average, about $34 per person per
year, which is much higher than the current level of public spending of around $5 recorded
for Bangladesh. The huge resource gap in financing the hedth needs of the poor cannot be
met  without additiond resource mobilization from extend resources. The key
recommendation of the WHO Commisson on Macroeconomics and Hedth is tha the
world’'s low-income countries, in partnership with high-income countries, should scae up the
access of the world's poor to essentid hedth sarvices, including a focus on specific
interventions. This issue merits consderation under the proposed poverty reduction strategy.
A plea for higher resource alocation for the hedth sector should, however, accompany strong
commitments to subgdantidly improve the present leve of hedth sector governance within
the shortest possible time. NGOs can emerge as an important actor in this regard by
ddivering high-quadity health care services, especidly at primary and secondary levels.

549 Fourth, manutrition in Bangladesh remans high despite some improvement in the last
decade. Such a high degree of undernourishment has adverse implications for future poverty
reduction. The introduction of Nationd Nutrition Program (NNP) to address the manuitrition of
children under two as well as pregnant and lactating mothers through the provison of food
supplements, nutrition and hedth counsdling is a postive step to address the problem. These
programs will be strengthened inditutiondly, with specid focus on poor areas and communities.
Exiging food-targeting programs such as Vulnerable Group Deveopment (VGD) and Rurd
Maintenance Program (RMP) would aso be used to reach the poorest and the most vulnerable
with nutrition-support package.



5,50 Fifth, even in basc educationd indicator such as enrollment, the country is yet to
achieve complete enrollment at the primary level. The dropout rate (including non-enrollment) is
edimated at 35 per cent a the primary level, with poverty being the most proximate cause.
Incentives that are currently provided for enrollment of children from the poor households as
well asfor girl’s education will be strengthened in the future.

5,51 Sixth, the issue of qudity cuts across al the above components of human development.
As for education, this implies that mere graduation from the primary levd would not give the
desred results on the ill leved. At the secondary level, more emphass will be given to
vocationd and technica education, including dissemination of improved agriculturd practices.
The qudity of tertiary level education dso needs to be improved given the risng demand for
higher order <kills in the context of globdization. A high-qudity educationd sysem a dl
leves will aso have additiond resource implications. The current pattern of public spending on
education in the order of 2.2 per cent of GDP gppears inadequate in the light of suitable
international comparisons and merits increase to a least 4.5 per cent by 2010, as has been
suggested by the Nationa Educationd Policy 2000. However, desired progress in raising the
quality of education can be achieved provided a radicdly improved sysem of governance
(incdluding the reform of the examinaion system) within the education sector is in place
Addressing the issue of widening “qudity divide’ in education between the rich and the poor as
wdl as ensuring the enhanced access of the poor to various levels of education represent two
criticd areas where much improvements need to take place under the proposed poverty
reduction srategy. NGOs can play an important role in sharing the responsbility of providing
high-quality public education in the country aong with the government and private sector.

5,52 Seventh, the mis-match between the development needs of the society and basic form,
content and orientation of the education system is obvious from the fact that even a large
section of the educated people is unemployed. The success rate in the combined result of al
public examinations held in 2000 was about 41.6 per cent (SSC 41.1 per cent, HSC 39.6 per
cent and at the tertiary level 46 per cent) indicating a colossd system loss of around 58 per
cent in the education sector. Further, 35 per cent of the enrolled students at the primary level
do not complete the full cycle and less than 2 per cent of those who complete pass the
rdlevant competency test. Thus a redigic esimate of sysem loss in the education sector will
be much higher because the weight of students at the primary levd is greater and falure to
complete the full cycle and pass the competency test is quite high. It needs to be redized that
education is both a process and a system. The inputs of one stage are fed into the next and
completors of a certain stage of education get involved as providers of knowledge for earlier
dages. The unsatisfectory performance of primary education vitistes the whole education
sysem and contributes to the colossd system loss in the education sector as a whole. For
Bangladesh, the priority need to be given to improving the qudity of primary education and
making it universa, and then prepare adequately to expand secondary and tertiary education
by subgtantialy increasing investmentsin these levels.

D. Women’s Advancement and Removing Gender Gaps

5,53 Empowering the women is cruciad both for its intringc vaue as a wdfare god and as
instrument for bringing about favorable social and economic change. Bangladesh has made
consderable progress to bring about grester women's empowerment, which, in turn, led to
sgnificant development effects Mogt of the micro-success stories of Bangladesh are associated
with the pronounced role of women in economic and socid spheres. The strengthening of these
measures would further contribute to decline in fertility rate, improvement in child and maternd
nutrition and greater welfare for the women themsalves.



554 While the gender-gep is dosing in Bangladesh for mogst socid indicators, the overdl
level of empowerment measured in terms of literacy, work force participation, property rights,
and credit access leaves much to be desred. A related inditutiond issue is to incresse the
politicd voice of women, especidly poor women, which will further enhance their agency role
and hence, contribute to faster progress in the well being of children and women. Severa aress
of critical importance will be emphasized for furthering women's advancement. These include:
policies and inditutiond actions to combat continuing negative sex ratios, violence agangt
women, high maternd mortdity, redrictions on women's employment and economic
opportunities, policies to ensure forma equdity, supporting affirmative actions a al levels and
in dl spheres, creating women-friendly inditutiond environment, and generating gender-
disaggregated statistics.'®

E. Strengthening Social Protection

555 Three sats of policies would be emphasized for the poor to cope better with various
income (consumption) shocks. These policies would help increase the criss-coping capability
and form important risks-insurance policies for the poor. Besdes, a dgnificant aspect of
Bangladesh's growth process, which will be given greater atention in poverty reduction, is
the continuing ggp between employment cregtion and increase in labor supply. While anti-
poverty and employment-oriented growth that increases income opportunities for the poor in
both rural and urban areas would be given priority, direct interventions will be used to make
the process more employment friendly in the short run. By addressing the critical needs, well-
executed and well-targeted direct interventions would be used to sgnificantly improve the
welfare of the poor.

556 The firg set of policies will focus on the social safety net for the poor through works
and income trandfer programs. These include various food-asssted and cashassisted
programs such as VGD/IG-VGD, FFW, old-age penson schemes in rurd aress, support for
the femde deditutes, and traditional reief programs. The second set of policies will put
emphasis on the devedlopment of social solidarity. This is a rdaively new area but would be
used as an increasngly important route for socid interventions. The newly st up umbrdla
support organization such as the Socid Development Foundation (SDF) will play an
important role in fostering socid capitd formation by promoting CBOs and loca associations
in bulding and mantenance of gmdl-scde community infrastructures. Encouraging the
bonding and bridging across sdf-help groups under GOs and NGOs at the loca level will be
an important area of intervention. The third st of policies will relate to risks insurance.
Policies for preventing and/or mitigating risks will cover four categories First, providing
access to credit to the poor in times of emergency to ease the burden of shocks, reduce
distress sdes and “negativeé’ methods of coping. Second, ensuring god public hedth services
to reduce hedth hazard related income and consumption shocks. This would be particularly
rdlevant in the context of emergency hedth care provisoning (as in the case of hedth hazards
due to injuries and accidents) as wel as mgor public hedth problems such as arsenic and
dengue fever. Third, drengthening disaster preventing and mitigating mechanisms to enhance
the coping capability of the poor in times of naura disssters. This is important from the
perspective of averting large-scale entitlement falure, which may result in as a consequence
of savere naturd disasters (including river erosion). Fourth, the poor often suffer more from
violence and persond insecurity. Costs of coping with such shocks impose enormous burden

18 For abrief review of issues related to women’ s advancement see Annex 7.



on the poor. Counterveiling measures will be adopted through a broad-based action program
including improvement of law and order, accountability of police adminidration, ensuring
better human rights, decentrdizing and democraizing the functioning of date inditutions to
reduce harassment and transaction cods, smplifications of rules and procedures, legd and
judicary reforms to reduce high coping costs involving lega/ court expenses supporting
ctizen actions agang gross violaions of human rights, and ensuring the freedom of the
press and the media.

F. Enhancing Participation from Below

5,57 Pdlices and inditutiond measures for broadening participatory governance and
enhancing the “voice’” and “influence’ of the poor would involve severd actions. The policy and
inditutiond measures would mainly relate to drengthening the sysem of good governance,
epecidly decentrdization at the locd level. Decentraization and devolution of power will be
regarded as an essentid pre-condition for good governance. Policy consultations on poverty
reduction Srategy a the grass-roots leve have unequivocdly favored the cregtion of a multi-
tier ensamble of effective loca government bodies a union, thana, and didrict levels. The
consensus view emerging from the consultation supported the idea of a strong (with adequate
financid and adminidrative power) and popular (elected with peoples mandate) loca
government. Local government was seen as one of the key insruments for ensuring improved
qudity and enhanced accountability of public services both in rurd and urban areas. The
locd bodies would be given adequate budget alocations on a matching grant basis keeping in
view the poverty ranking of the area. There would dso be emphasis on capacity building at
thelocd levd.

558 An additiond group of measures would emphesze building grassoots leve
initigtives—outsde the domain of locd government—to create a demand-driven receiving
mechanism “from below” to act as a pressure mechanism on the qudity of governance. To
this end enabling environment needs to be crested for the deveopment of loca-levd
democracy through the promotion of grassroots organizations as wedl as fodering
community activities that encourage greater socia solidarity.

G. Pdliciesand Ingtitutionsfor Reducing I nequality

559 Along with economic growth, policies would be emphasized to prevent any serious
worsening of income didribution to ensure poverty reduction as average income increases.
For the purpose, one important avenue would be to ensure broad-based asset access to the
poor. While traditiona asset (eg. land) didribution has limited scope in Bangladesh, other
measures for reducing inequdity will be emphasized. The poor can get access to land through
the tenancy market and benefit condgderably through enforcement of better terms and
conditions for tenancy. Moreover, the problem of reducing inequdity will be addressed in
teems of a broad asst framework. Since the access to physicd capitd is technicdly
congtrained by limited availability, access to other assets on the pat of the poor will be
conddered. Providing access to human assets such as basc education and higher leve of
skills will hep the poor to access better employment and income.  Smilarly, ensuring
expanded access to financid assets via microcredit would help the poor to undertake income-
generating activities. Access to natural assets such as common property resources would help
the poor in mitigating risk in times of distress Access to socid assets will be expanded by
building grassroots organizations of the poor a the village leve, leading to better networking
capacity and act as a risks-insurance mechanism. Finaly, the access to politica assets—
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greater empowerment—would help the poor to ensure a fair share in public resources and
benefits of development.

5.60 Further, the efforts would emphasize policies to further democratize and srengthen
the organizations for the poor (such as NGOs and CSOs) as well as the organizations of the
poor (such as CBOs). Thiswill create an environment whereby social entrepreneurs can play
a role. Socia entrepreneurs will include a range of actors including NGOS'CBOs, corporate
bodies, trusts with socid charity initiatives, and individuas with philathropic motives. This
will ds0 indude socidly motivated class of managers specidized in serving the organizations
of the poor. The purpose will be to involve the NGOs/CBOs into a permanent collaborative
framework with the government in dl rdevant spheres of poverty and vulnerability reduction
which will not be limited, as a present, to the traditiona roles of ddivery agents in the sphere
of microcredit and safety net.

5.61 The policies would be directed to developing institutional capability of the poor for
making the agencies accountable to the poor. All pro-poor agencies including large and small
NGOs CBOs would be encouraged to remain accountable to the poor much the same way
that corporate bodies are accountable to their shareholders. A faster pace of poverty reduction
would require greater voices of the poor. Greater voices would be ensured through moving
beyond the narrow doman of micro-empowerment measures such as access to credit. For
grester agency role of the poor, measures would be taken for building institutions for the
poor a sectord, sub-nationd and nationd levds with emphass on deveoping new
inditutional ways and means for their collective empowerment. This would be needed not
just for catayzing the active pressure group function of the poor, but adso for increasing their
agoregate cdams in the digribution of overdl benefits of economic growth and socid

progress.

5.62 Measures would be taken for removing existing legal and institutional barriers for
free entry and effective functioning of socid entrepreneurs and the organizations of the poor.
Fodering socid entrepreneuridism and developing indtitutiona  capability of the poor would
be promoted through changing the “indtitutiona rules of the game’, eg. enacting appropriate
legd and inditutiond reforms.

H. Caring for Environment

5.63 The link between environment and poverty can hardly be overemphasized. Factors
influencing poverty like inadequate access to physical asset bases, preponderance of risks,
uncertainties and vulnerabilities and spatid problems affecting livelihoods and criss coping
capacities do indeed originate from environmenta factors and one can, therefore, find certain
linkages between the two. The more visble environmenta problems are mostly associated
with regenerdive resources, which are in danger of exhaugtion from excessve use. These
resources include not only animd, bird, plant and fish populations, but dso land, water and
ar. They can complement other goods and services and can aso supplement income a time
of dress. So depletion of many of these environmental resources can make some categories
of people dedtitute even when an economy is growing. That there is an intimate relationship
between environmental degradation and an accertuation of dedtitution is recognized under
the grategy. Women and children are particular victims of environmenta degradeation and the
poor are not necessarily polluters. They are mostly forced to face an adverse environment
(eg. srinking opportunities of gathering water, inadequate access to locd commons) with
ggnificant implications for deprivation. Ther workload goes up and sources of income



dwinde. They then suffer from manutrition and ill hedth with further impact on income
erosion.

5,64 A degraded environment implies that there are less resources avalable not only for
the present but dso for the future generations meaning greater risk of unsudanability. It
crestes adverse impact on both production and consumption activities of the poor.
Bangladesh is 4ill an agrarian country and the livdihoods of the poor depend largely on
agriculture, forests, and fisheries. Indeed around 80 per cent of the total population depend to
some extent on the utilization of natura resources or on processng of the resultant products
which can be categorized as environmenta resources. So the policies would srike a redigtic
badance between the exising livelihood requirements of the people and sound environmenta
resource management that can ensure sustainability.

5,65 Unde the drategy, environmenta conservation would be integrated into nationd
povety dleviation drategies. Given the large number of environmentd problems across
various ecologica zones, some target groups of people are dways a high risk of exposure to
poverty and environmental degradation. They would be identified clearly. The nexus among
poverty and environment as well as with development and populaion policies would then be
understood in a holigic manner. Isolated poverty dleviation drategies will not be effective if
these are not environmentdly sound, participatory in nature and focused on building loca
and nationa capacities for sdf-reliance. Incorporating peoples knowledge, perception and
dtitudes in plaaning and implementation will be taken as vitd for environment friendly
development.

l. Summary Points

There are five main avenues of the proposed poverty reduction drategy. These are
pro-poor economic growth for increasng income and employment of the poor; human
development of the poor for rasng therr cgpability through education, hedth,
nutrition and socid interventions, women’s advancement and closing of gender gaps
in devdopment; social safety nets to the poor againgt anticipated and unanticipated
income/consumption shocks through targeted and other efforts, and participatory
governance for enhancing voice of the poor and improving non-material dimensions
of wdl-beng incuding security, power and socid indudon by improving the
performance of anti-poverty inditutions and removing inditutiond hurdles to socid
moility.

Policies and inditutiond actions ddineated under the proposed poverty reduction
grategy will be designed to reach out to the poorest and the remote rural areas, which
ae vulneable to adverse ecologica processes (including chars and river eroson
affected areas) and those with high concentrations of socidly disadvantaged and
margind ethnic groups. Specid atention will be given to the development problems
of the hill people of CHT and triba population residing in other parts of the country.



Chapter 6
Medium Term M acroeconomic Framework

6.1 For implementing the poverty reduction srategy, a medium term macroeconomic
framework has been specified covering the period FY2003 and FY2005. The framework has
been worked out based on the estimated values for FY2002. The purpose is to enable the
tracking of relevant indicators and monitor the progress based on key intermediate outcomes.
Obvioudy, desgning such a framework is a part of the continuous process of preparing the
drategy, which will be updated and adjusted periodicdly on the basis of actua changes and
developments.

6.2 As a firg gep, the key macroeconomic fundamentals have been specified which will
provide the policy outcome targets (Table 5).1 These targets will be supplemented, for
monitoring the progress, with related sectord and sub-sectoral indicators in key poverty
rlated areas eg. food avalability and consumption, nutrition, education, hedlth, population,
water supply and sanitation, access to microcredit and targeted programmes, and other
welfare progranmes.  The indicators will be specified a a sufficiently disaggregated leve to
bring out gender, spatial and other characteristics.

6.3  The macroeconomic framework is supported by a detaled budgetary expenditure
framework indicating the public resource enveope and expenditure pattern required to
achieve the desred growth and poverty reduction targets. The expenditure framework,
however, will be further disaggregated to identify sectoral poverty focused programmes and
projects dong with ther detailed costing in order to implement the proposed dtrategy. The
expenditure pattern is consstent with the Government's proposed macroeconomic
framework. A key concern of the Government will be to achieve the macroeconomic targets
in order to ensure that the expenditure pattern, particularly its poverty reduction dements, is
protected. Tables 6, 7, and 8 give the details of the current and revenue expenditures of the
Government and the resources that would be devoted to redizing the specific targets of the

Srategy.

6.4  The macroeconomic framework envisages a dable macroeconomic  environment
during the period from FY 2003 to FY2005. It seeks to achieve and nantain ability through
ensuring higher growth and keeping budgetary deficits under control. The fisca deficit as a
proportion of GDP will be brought down over the three years period. Increased domestic
resource mobilization and rationalized and improved qudity of public expenditure will form
the basis of reducing the budget deficit. Further, broad money will be dlowed to grow in line
with the demand for money in the expanding economy so that a stable money market is
ensured dong with macroeconomic sability.

6.5 The budget deficit will be financed by both domestic and foreign resources. The
Medium Term Macroeconomic Framework puts emphasis on domestic resource mobilization.
It is expected that greaster volume of foreign resources will be forthcoming to finance, among
others, the poverty reducing projects under the drategy. The domestic component of
financing will depend on borrowing from both the private sector and the Bangladesh Bank.
Traditiond savings indruments as wdl as innovadive insruments like poverty reduction
bonds will be consdered for mohilizing resources from the private sector. A clear objective
will be set such that crowding out of private invesment through public sector borrowing does

Y The details are provided in Annex Table 7.



not teke place. Borrowing from the Bangladesh Bank will be in line with money supply
growth target to maintain price sability.

6.6 Accderated poverty reduction will require higher amount of domestic resources. The
Government has dready depped up its efforts to mobilize grester amount of domestic
resources through various short term measures.  Future efforts to increase resource
mobilization will focus on further reforms in the revenue sysem. Measures have been
initited to tighten VAT adminidration and drengthen VAT audit and enforcemert.  The
current discretionary VAT exemption will be gradudly eiminated.

6.7 The yidds from Income tax will be improved through modernization of income tax
laws, broadening the tax base, smplification of procedures for filing tax returns under sdf-
assessment, and srengthening the tax adminidration. The revenue from customs duty will be
increesad  through  drengthening  customs  adminigtration and  intdligence, audit and
automation of the customs process. Norrtax revenue will be incressed through strengthening
the nontax revenue cdl, plugging the leskages in nontax revenue system and raiondizing
the rates and charges for products and services.

Table5
Medium Term M acr oeconomic Framework

Estimate Projections
FY 02 FY 03 FY 04 FY 05
National income and prices
Real GDP growth (%) 4.8 5.6 6.0 6.3
Inflation (annual average, %) 2.3 31 35 4.2
Investment and savings (% of GDP)
Gross investment 23.2 239 24.6 255
Private 16.1 16.8 175 18.1
Public 7.1 7.1 7.2 7.3
Gross domestic savings 179 184 19.0 195
Gross national savings 22.4 231 238 24.5
Government budget (% of GDP)
Total revenue 9.8 10.7 11.7 12.4
Tax 8.0 8.7 9.5 10.0
Non Tax 1.8 2.0 2.2 25
Total expenditure 151 15.9 16.6 17.2
Revenue 8.1 8.2 8.2 8.2
Development 6.1 7.0 7.7 8.3
Budget balance -53 -5.2 -5.0 -4.8
Net financing
Domestic 3.0 3.0 2.7 2.7
Foreign 2.3 2.2 2.3 20
Money and credit (% change)
Domedtic credit 10.40 12.77 12.99 13.61
Private sector 10.60 11.24 13.08 14.08
Broad money (M2) 10.00 12.84 13.05 13.64
Balance of payments (% of GDP)
Exports 13.09 13.56 13.86 14.14
Imports 19.45 1958 18.92 18.12
External flows (billion US $)
Remittances 2.39 242 2.62 2.83
Aid disbursements 148 159 1.66 167
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6.8 The Government expenditure as a proportion of GDP will decline dightly during the
three years period. However, the decline will not affect the sociad sectors which have greater
poverty reducing effects In fact, sgnificantly higher expenditures will be devoted during the
period to socid sectors and infrastructure to achieve accel erated poverty reduction.

6.9 A dedining trend is observed in ad disbursements in recent years. However, the
expenditure programme under the dsrategy would require increased resources from both
domestic and foreign sources. Consequently, an increase in the level of ad disbursement is
contemplated for implementing the poverty reduction agenda.

Table6
Budgetary Expenditures. Revenue Expenditures
Estimate Projections
FY 02 FY 03 FY 04 FY 05

Billion % of Billion % of Billion % of Billion % of
Tk. GDP Tk. GDP Tk. GDP Tk. GDP
Total Expenditure 410.51 15.14 468.50 15.87  538.80  16.64 617.16  17.21

Growth (%) 13.30 14.13 15.01 14.54
Current/Rev. Expend./1 220.80 8.14 241.00 8.16 264.80 8.18 293.66 8.19

Growth (%) 9.50 9.15 9.88 10.90

Composition of Revenue Expenditure

A. General Administration 87.15 3.21 92.24 3.13 98.36 3.04 105.46 2.94
GPS 33.01 1.22 34.90 1.18 37.33 1.15 40.10 1.12
Defence 36.39 1.34 37.52 1.27 38.83 1.20 40.46 1.13
POS 17.75 0.65 19.82 0.67 22.20 0.69 24.90 0.69
B. Social Services 63.96 2.36 71.93 2.44 83.82 2.59 96.05 2.68
Education 38.50 1.42 43.12 1.46 50.50 1.56 56.42 1.57
Health 12.18 0.45 14.10 0.48 16.54 0.51 19.85 0.55
[V 10.80 0.40 11.88 0.40 13.53 0.42 15.98 0.45
RCRA 2.48 0.09 2.83 0.10 3.25 0.10 3.80 0.11
C. Economic Services/2 12.88 0.48 13.67 0.46 15.50 0.48 17.92 0.50
AFL 9.091 0.37 10.06 0.34 11.08 0.34 12.62 0.35
MMC 0.55 0.02 0.69 0.02 0.83 0.03 0.98 0.03
RDC 0.82 0.03 0.98 0.03 1.25 0.04 1.56 0.04
CHTs 0.97 0.04 1.05 0.04 1.18 0.04 1.36 0.04
CLE 0.63 0.02 0.89 0.03 1.16 0.04 1.40 0.04
D. Infrastructure Services/3 12.54 0.46 14.71 0.50 17.62 0.54 21.96 0.61
ST 0.97 0.04 1.17 0.04 1.45 0.04 1.88 0.05
FE 0.09 0.00 0.14 0.00 0.18 0.01 0.25 0.01
TC 4.76 0.18 5.80 0.20 7.25 0.22 9.48 0.26
HCS 6.72 0.25 7.60 0.26 8.74 0.27 10.35 0.29
E. Interest 46.47 1.71 48.45 1.64 49.50 1.53 52.27 1.46
Domestic 36.68 1.35 37.81 1.28 38.75 1.20 40.72 1.14
Foreign 9.79 0.36 10.64 0.36 10.75 0.33 11.55 0.32

Notes:  The composition of FY02 refersto atotal of Tk. 223 billion.
/1 Current Expenditures also include losses of Railway and Post Office.
/2 Rural Development and CHTSs are assumed to be parts of Economic Services rather than parts of GPS.
/3 Science and Technology is as well assumed to be part of Physical Infrastructure rather than part of GPS.

SSW = Social Security and Welfare, RCRA = Recreation, Culture and Religious Affairs, MM C = Mining, Manufacturing &
Construction, AFL = Agriculture, Fisheries & Livestock,

CLE = Commerce, Labour & Employment, HCS = Housing and Community Services, GPS = General Public Services
POS = Public Order & Safety, RDC = Rural Dev. & Coop, ST = Science & Technology, FE = Fuel and Energy, TC = Transport
and Communication.
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Table7
Budgetary Expenditures. Development Expenditures

Estimate Projections
FY 02 FY 03 FY 04 FY 05
Billion % of Billion % of Billion % of Billion % of
Tk. GDP Tk. GDP Tk. GDP Tk. GDP
Total Expenditure 41051 1514 46850 15.87 538.80 16.64 617.16 17.21
Growth (%) 13.30 14.13 15.01 14.54
Development Expenditure/1 165.20 6.09 206.50 7.00 250.00 7.72 296.50 8.27
Growth (%) -0.40 25.00 21.07 18.60
Composition of Development Expenditure
A. General Administration 3.88 0.14 4.44 0.15 5.38 0.17 7.11 0.20
GPS 2.91 0.11 3.20 0.11 3.68 0.11 4.60 0.13
Defence 0.09 0.00 0.09 0.00 0.10 0.00 0.11 0.00
POS 0.88 0.03 1.15 0.04 1.60 0.05 2.40 0.07
B. Social Services 47.46 1.75 58.07 1.97 71.95 2.22 88.60 2.47
Education 23.21 0.86 28.42 0.96 34.55 1.07 42.75 1.19
Health 12.32 0.45 16.01 0.54 20.41 0.63 25.50 0.71
SN 10.25 0.38 11.79 0.40 14.74 0.46 17.40 0.49
RCRA 1.68 0.06 1.85 0.06 2.25 0.07 2.95 0.08
C. Economic Services/2 26.55 0.98 31.08 1.05 37.12 1.15 43.44 1.21
AFL 21.53 0.79 24.76 0.84 28.70 0.89 32.28 0.90
MMC 2.88 0.11 3.24 0.11 4.05 0.13 4.96 0.14
RDC 0.18 0.01 0.60 0.02 1.10 0.03 1.65 0.05
CHTs 0.86 0.03 1.00 0.03 1.20 0.04 1.45 0.04
CLE 1.10 0.04 1.48 0.05 2.07 0.06 3.10 0.09
D. Infrastructure Services/3 94.11 3.47 112.91 3.83 135.55 4.19 157.35 4.39
ST 0.92 0.03 2.25 0.08 3.38 0.10 5.50 0.15
FE 23.39 0.86 26.90 0.91 31.62 0.98 35.95 1.00
TC 39.33 1.45 47.20 1.60 54.85 1.69 63.36 1.77
HCS 30.47 1.12 36.56 1.24 45.70 1.41 52.54 1.46
Other Expenditures 24.51 0.90 21.00 0.71 24.00 0.74 27.00 0.75

(Non-ADP Capital, Food and other
Expenditures)

Notes: The composition of FY 02 refersto atotal of Tk. 172 billion.
/1 Development Expenditures = ADP — Self-Finance + Non-ADP FFW.
/2 Rural Development and CHTs are assumed to be parts of Economic Services rather than parts of GPS.
/3 Science and Technology is aswell assumed to be part of Physical Infrastructure rather than partof GPS.

SSW = Social Security and Welfare, RCRA = Recreation, Culture and Religious Affairs, AFL = Agriculture,
Fisheries & Livestock, MMC = Mining, Manufacturing & Construction

CLE = Commerce, Labour & Employment, HCS = Housing and Community Services, GPS = Generd
Public Services

POS = Public Order & Safety, RDC = Rural Dev. & Coop, ST = Science & Technology, FE = Fuel and
Energy, TC = Transport and Communication.



Table8
Budgetary Expenditures. Revenue and Development

Estimate Projections
FY 02 FY 03 FY 04 FY 05
Billion % of Billion % of Billion % of Billion % of
Tk. GDP Tk. GDP Tk. GDP Tk. GDP
Total Expenditure 410.51 15.14 468.50 15.87 538.80 16.64 617.16 17.21
Current/Rev/1 220.80 8.14 241.00 8.16 264.80 8.18 293.66 8.19
Development/2 165.20 6.09 206.50 7.00 250.00 7.72 296.50 8.27
Non ADP Capital, 24.51 0.90 21.00 0.71 24.00 0.74 27.00 0.75
Food & other
Expend.

Composition of Expenditure: Revenue and Development

A. General Administration 91.03 3.36 96.68 3.28 103.74 3.20 112.57 3.14
GPS 35.92 1.32 38.10 1.29 41.01 1.27 44.70 1.25
Defence 36.48 1.35 37.61 1.27 38.93 1.20 40.57 1.13
POS 18.63 0.69 20.97 0.71 23.80 0.73 27.30 0.76

B. Social Services 111.42 4.11 130.00 4.40 155.77 4.81 184.65 5.15
Education 61.71 2.28 71.54 2.42 85.05 2.63 99.17 2.76
Health 24.50 0.90 30.11 1.02 36.95 1.14 45.35 1.26
SV 21.05 0.78 23.67 0.80 28.27 0.87 33.38 0.93
RCRA 4.16 0.15 4.68 0.16 5.50 0.17 6.75 0.19

C. Economic Services/3 39.43 1.45 44.75 1.52 52.62 1.62 61.36 1.71
AFL 31.44 1.16 34.82 1.18 39.78 1.23 44.90 1.25
MMC 3.43 0.13 3.93 0.13 4.88 0.15 5.94 0.17
RDC 1.00 0.04 1.58 0.05 2.35 0.07 3.21 0.09
CHTs 1.83 0.07 2.05 0.07 2.38 0.07 2.81 0.08
CLE 1.73 0.06 2.37 0.08 3.23 0.10 4.50 0.13

D. Infrastructure Services/4 106.65 3.93 127.62 4.32 153.17 4.73 179.31 5.00
ST 1.89 0.07 3.42 0.12 4.83 0.15 7.38 0.21
FE 23.48 0.87 27.04 0.92 31.80 0.98 36.20 1.01
TC 44.09 1.63 53.00 1.80 62.10 1.92 72.84 2.03
HCS 37.19 1.37 44.16 1.50 54.44 1.68 62.89 1.75

E. Interest 46.47 1.71 48.45 1.64 49.50 1.53 52.27 1.46
Domestic 36.68 1.35 37.81 1.28 38.75 1.20 40.72 1.14
Foreign 9.79 0.36 10.64 0.36 10.75 0.33 11.55 0.32

Notes:  The composition of FY 02 refers to allocations mentioned in Tables 6 and 7.
/1 Current Expenditures also include losses of Railway and Post Office.
/2 Development Expenditures = ADP— Sdf-Finance + Non-ADP FFW.
/3 Rural Development and CHTs are assumed to be parts of Economic Services rather than parts of GPS.
/4 Science and Technology is as well assumed to be part of Physical Infrastructure rather than part of GPS.
SSW = Social Security and Welfare, RCRA = Recreation, Culture and Religious Affairs, MMC = Mining, Manufacturing &
Construction, AFL = Agriculture, Fisheries & Livestock,
CLE = Commerce, Labour & Employment, HCS = Housing and Community Services, GPS = General Public Services
POS = Public Order & Safety, RDC = Rural Dev. & Coop, ST = Science & Technology, FE = Fuel and Energy, TC = Transport
and Communication.



A.

Policy Matrix for National Poverty Reduction Strategy

A broad outline of the magor policy initiatives necessary to implement the poverty
reduction agenda is given in Table 9. Severa of these measures have been daborated in the
text as wel as in accompanying annexes. These will be further elaborated as the process
moves towards preparing a full-blown poverty reduction strategy.

Table9
Policy Matrix for Poverty Reduction Strategy
Objectives Actions Taken Future Agenda
A. Macroeconomic
Framework
Create a stable and Short term Adopt a transitional programme to implement comprehensive
pro-poor macro- measures to medium term stabilization and reform measures emphasizing (i)
economic environ- address recent increased domestic resource mobilization; (ii) rationalized and
ment that supports fiscal and improved quality of public expenditure; (iii) prudent monetary
growth and poverty external policy; and (iv) improved foreign sector management.
reduction targets of imbalances
the nat_lonal poverty and improve Set up a Public Expenditure Review Commission and a
reduction sirategy growth Commission on Reforming the Public Revenue System for
prospects. reviewing expenditure and revenue decisions, improve budget
preparation and implementation, introduce a transparent
budgeting process, set up an effective MIS for expenditure
control and rationalization along with effective performance
audit and evaluation.
Adopt an integrated budget framework and re-allocate budgets
more towards basic and pro-poor services improving their
quality along with better targeting.
Create a Poverty Foca Point for tracking pro-poor expenditures
and publish regular reports, monitor poverty reduction
indicators and assess impacts.
Make explicit the gender concerns in macro and policy
framework.
B. Macroand Trade
Reforms
Ensure efficient Measures to Implement programmes to improve financial accountability
and equitable improvetax through installing efficient systems of procurement, accounting,
resource policy and tax audits and internal controls; privatize and rationalize SOEsS,
mobilization and administration, adopt efficient personnel and management practices for the civil
resource utilization strengthen service; reduce anti-export bias and tariff anomalies; and ensure
regimes, and expenditure policy consistency.
improve export controls and
performance and improve Enhance autonomy and regulatory power of Bangladesh Bank,
external sector expenditure improve governance of public financial institutions, and remove
management. quality. deficiency of legal framework.
Financial
sector reform Create facilitating environment for private sector led and
programmes outward oriented growth and Government-private sector
initiated. (including NGOs) partnership.

Pursue the trade reform agenda along with supplementary
domestic reforms.




Objectives Actions Taken Future Agenda
C. Governance
Ensure good Steps of Strengthen the role of the Parliament and the Parliamentary
governance by moving Committees.
creating towards a
competitive transparent Implement the judicial reform programme, separate the
envi ronment, and ‘open’ JudICIary from the exeCUtive, establish Judicial Service
enforci ng clear government Commission and Judicial Pay Commission.
rules and have been . . . . .
regulations, and initiated Introduce comprehensive reform in the police service, establish
promoting voice ' the office of the Ombudsman and an independent Anti-
and participation of Corruption Commission, draw-up action plan for phased
the civil society implementation of PARC recommendations, use informatics to
' improve governance, ensure effective and independent role of
CAG office, improve public purchase and procurement systems,
promote unhindered flow of information.
Ensure decentralization and devolution of power through
effective local government institutions.
Enhance the role of mass media and the civil society as agents
of accountability.
Encourage building of the poor's social capital to ensure
equitable access to public services and strengthen ability to
influence policy.
D. Sectoral Reforms
Ensure integrated Sectoral Implement agriculture and rural development, industrial and
and pro-poor policies other sectoral policies through formulating time-bound action
growth of formulated and plans.
employment and actions
output. initiated. Implement power sector reforms based on priorities to

Provide quality
education, health,
nutrition and other
public services and
re-orient policies
for enhancing pro-
poor orientation.

completing on-going reforms and addressing the problems of
BPDB and DESA; enact an Electricity Act for providing
adequate regulatory framework and transparent tariff policies.

Enact a Gas Act and enhance gas sector development through
reformsin regulatory environment.

In telecommunications, create policy and regulatory
environment with separate policymaking, regulatory and
operation functions; operationalize an independent regulatory
agency with specific mandatory functions; introduce reformsin
BTTB to provide quality and competitive services.

Implement social sector policies to improve access to the poor
and enhance quality.




Chapter 7
Monitoring and Evaluation

7.1  The success of the poverty reduction strategy would require a systematic approach b
monitoring and evduating the progress in implementing the draegy. To ensure that the
targets st in the drategy are met, a comprehensive poverty monitoring system will be used to
help the policy makers to monitor progress and adjust the actions to meke them more
effective and efficient. This will dso be used as a system of dissemination of poverty data to
relevant stakeholders thus contributing to fuller participation of the civil society in poverty
reduction efforts. For the purpose, a ligt of core indicators required to track trends in poverty
and the inditutiond framework for monitoring and evduation of the drategy would be
worked out. The framework will be further elaborated based on consultations to serve as the
guiding mechaniam for poverty monitoring in the country. One of the key outputs of the
system will be an annuad Report on Poverty and Human Development, which will provide an
overview of progress in achieving economic growth, human development, poverty reduction
and gender equality targets and analysis of factors behind the observed trends and their policy
implications.

7.2  The indicators of the sysem will serve multiple actors providing information on
changes in povety and causes behind the outcomes. The Government will use the
information for informed policy and decsonmaking, re-set priorities, and guide the
implementation of the drategy. This will ensure that the country is on track to achieve
poverty reduction targets. For the people and the civil society, this will help in assessng how
effective and accountable the Government is in reducing poverty.

A. Ingtitutional M echanisms

7.3 A Poverty Focal Point would be crested within the Government for effective poverty-
monitoring and tracking progress in implementing anti-poverty policies and programs
envisaged under the national drategy for economic growth and poverty reduction. The foca
point will be desgned such that it can grow and function as an inditutiondly effective and
technicdly competent Poverty Monitoring Unit  with  grong  inter-miniderid  linkages.
Adequate measures will be taken for capacity building, and for undertaking poverty reduction
drategy related research, monitoring and evauation.

7.4  One of the key tasks of this unit would be to monitor progress in the implementation
of the nationd poverty reduction strategy and outcome indicators. The poverty diagnostics,
drawing on quditative and quantitetive information, would be used to set medium and long-
teem outcome-oriented targets for the country. These targets would be linked to
macroeconomic, structurd and socid policies that together comprise a comprehensve
draegy for achieving these outcomes. Setting clear tagets in line with  Millennium
Devdopment Gods (MDGs) would add transparency to the process of dlocating resources
and provide a benchmark against which to monitor the progress.

75 The Povety Monitoring Unit would engage in regular consultations with the civil
society at suitable levels of socid and regiond disaggregetions as part of participatory
poverty assessment (PPA) in tracking progress in the implementation of nationa poverty
reduction srategy as wel as for identifying new aress of anti-poverty interventions and/or
corrective actions.
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7.6  The poverty reduction monitoring initiative, however, will not be redricted to the
efforts on the pat of the Government done. Civic initiatives for monitoring poverty—samilar
to the Social Weather Sation in the Philippines—would be supported for getting an
independent assessment of trends in poverty as wdl as effectiveness of poverty reduction
policies. Such a group of concerned citizens will act not only for poverty-monitoring, but also
function as an advocacy group for influencing policy. The activities of the group would help
trigger collective action in repective sectors for reducing poverty and vulnerability.

B. Monitoring Indicators

7.7  The matrix of proposed poverty reduction tracking and monitoring indicators is given
in Annex-8. Evidently, the inditutiondization of a comprehendve and efficdent mechaniam
to ensure timey monitoring will require capacity building and coordingtion among the
relevant agencies and depatments. The details of the requirements will be worked out aong
with technicd assgtance requirements for meeting the needs. A sustainable poverty reduction
drategy requires an effective sysem of managing the macroeconomy. Annex 9 provides a
detailed description of tracking and monitoring indicators for macroeconomic management.

C. Road Map to Full Strategy

7.8  The nationd drategy for economic growth and poverty reduction, as outlined in this
paper, may be consdered as the equivalent to what is often termed as the Interim Poverty
Reduction Strategy Peper (I-PRSP). Three important eements will be congdered in
transforming Bangladesh’s current gpproach to anti-poverty policy meking into a full-blown
poverty reduction srategy: (i) continuous and effective interaction and consultations with al
dekeholders to make it ‘dynamic’ with capability to address ongoing development and
emerging priorities dong with consensus to guide and pull poverty reduction efforts of al
actors including the Government, NGOs, civil society and development patners in an
integrated manner; (ii) devisng and implementing specific policies and programmes and
time-bound action plans to support the drategic thrust of the drategy; and (iii) ingdling an
effective inditutiona mechanism to monitor the progress and provide regular and timey feed
back to articulate actions needed to achieve the proposed targets.

7.9  The proposed poverty reduction dtrategy, as delineated in the present paper, provides
the broad (eg. nationd) directions for achieving the poverty reduction gods. The efforts will
be to move towards disaggregated targets to facilitate the formulation of specific programs/
projects and detailled cogting and its financing by the time the full-blown strategy is designed.
During the period, the inditutiond framework and monitoring indicators dong with thar
sources, benchmarks and mechaniams for ensuring regular information flows will adso be
findized such tha an adequate monitoring and evauation method becomes operationd. The
cvil initiatives for regular monitoring of poverty and progress towards achieving the gods
would aso be developed during the period.



Table 10
TimeLinefor Full Strategy

Activity Completion Date
Consultations  with ~ stakeholders  and December 2002
adjusments in the framework
Specification  of disaggregated  targets, March 2003
programg projects, and detailed costing
and financing
Operationdization of the Poverty Focd March 2003
Point and civic initicives
Findization of the full Strategy March 2004
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Annex Table1

I nter— Country Statistics on Growth, Human Development, and | ncome—Poverty

Bangladesh India Pakistan  Nepal Sri-lanka South Asia LDC Developing
Countries
Per capita GNP Growth, 1975-95 20 2.8 31 1.6 3.2 14 -0.2 23
(% per year)
Total fertility rate
1975 6.8 51 70 6.3 39 54 6.6 5.0
1997 31 31 50 45 21 33 50 30
% change per year -21 -15 -11 -11 -18 -15 -0.9 -16
Life expectancy at birth (year)
1970 44.2 49.1 49.2 421 64.5 49.0 434 545
1997 58.1 62.6 64.0 57.3 731 62.7 517 64.4
% change per year 11 10 11 13 05 1.0 0.7 0.6
Infant mortality rate
(per 1000 live births)
1970 148 130 118 156 65 131 149 111
1997 81 71 95 75 17 72 104 64
% change per year -16 -16 -0.7 -19 -2.7 -16 -11 -15
Under- Five mortality rate (per 1000
live births)
1970 239 206 183 234 100 207 242 170
1997 109 108 136 104 19 106 162 94
% change per year -20 -17 -0.9 -20 -30 -18 -12 -16
Head-count index of income-poverty
Early 80s 52.3 46.50 29.1 425 273 454 na 339
Early 90s 47.0 37.36 26.3 45.0 224 43.1 na 31.9
% change per year -0.84 -1.87 -1.37 0.53 -3.59 -0.84 na -0.98

Source and Note: 1.  Per-capita GNP growth data are from 1999 HDR.

2. Information on fertility, infant mortality, under-five mortality and human development index are
from 1999 HDR; adult literacy rate is taken from World Development Indicators (CD-ROM
version). For Bangladesh, adult literacy data for 1995 are taken from the Fifth Plan document.

3. Aggregate poverty estimates for South Asiaand devel oping countries are from Ravallion and Chen

(1996).

Annex Table2

Child Malnutrition Ratesin South Asia, 1990-2000

Nutrition status indicator Bangladesh India Pakistan Si Lanka
1999-2000 1998-99 1990-91 1987

Stunting (height-for age)

Moderate or severe 50 57 57 34

Severe 20 32 36 -
Underweight (weight-for age)

Moderate or severe 56 58 46 48

Severe 17 24 19 -
Wasting (weight-for height)

Moderate or severe 9 13 10 13

Severe 1 2 1 -

Source: Various DHS Reports.
Note: For comparability, comparison is limited to children 24-35 months (24-36 in the case of Sri Lanka).
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Annex Table 3
Trendsin Poverty: Consumption Expenditure Data

1983/84 1985/86 1988/89 1991/92 1995/96 2000

Rural

H 538 459 49.7 529 458 436

P(1) 150 10.9 131 14.6 115 11.3

P2 59 36 48 56 39 40
Urban

H 409 30.8 359 336 24 264

P(1) 114 73 87 84 49 6.7

PQ) 44 25 28 28 14 23
National

H 52.3 439 478 49.7 412 39.8

P(1) 145 104 125 136 10.2 103

P2 57 35 4.6 51 34 36

Note: The estimates for 1983/84 through 1991/92 are taken from Ravallion, M. and B. Sen (1996), ‘When Method
Matters: Monitoring Poverty in Bangladesh’, Economic Development and Cultural Change, 44: 761-792 whilethe
rest are estimates by Sen, B. and M. Mujeri (2002), Poverty in Bangladesh: Trends, Profiles and Deter minants,
Background Paper Prepared for the National Strategy for Economic Growth and Poverty Reduction (Draft). National

poverty estimates are popul ation-weighted poverty measures obtained separately for rural and urban sectors. Therural

population shares are 88.7% (1983/84), 87.2% (1985/86), 86.6% (1988/89), 83.4% (1991/92), 81% (1995/96), and
78% (2000). These measures use mean consumption expenditure asreported in Table 2.03 in successive HES reports,

and are based on the suitable parametarized L orenz curve as estimated from the grouped distribution data ranked by
per capita consumption expenditure. These estimates differ from those presented in Table 2 on two counts. First, they
use grouped distribution data rather than unit-record data used in deriving estimatesin Table 2 for the sake of

comparability with the poverty series available for the eightiesin the Bangladesh literature. Second, the availability of

only grouped distribution data for the eighties al so dictated the choice of base-year non-food poverty line. Thus, the
above estimates use the 1983/84 non-food poverty line as the base-year non-food poverty line, whilethe estimates
presented in Table 2 use the 1991/92 non-food poverty line as the base-year non-food poverty line.

Annex Table4
Summary Statistics on Growth and Inequality: Consumption Data
(Tk/month/person)
Poverty Line National Mean/Poverty Line Gini
Survey
Mean
Urban:
1983/84 301.72 396.53 131 298
1985/86 368.62 581.13 158 314
1988/89 45365 695.19 153 326
1991/92 534.99 817.12 153 319
1995/96 650.45 137247 211 375
2000 724.56 1430.12 197 379
Rurd:

1983/84 268.92 284.84 106 24.6
1985/86 319.06 37393 117 24.6
1988/89 379.08 43539 115 265
1991/92 469.13 500.67 109 255
1995/96 541.77 661.47 122 275
2000 634.48 820.20 129 297

Source: See, noteto the Annex Table 3.
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Annex Table5

Simulation of National Poverty Based on Alternative Growth Assumptions

Year Survey Mean, Per Capita Per Capita National Head-Count Index (%)
Actual GDP National Actual Under Per Under Per
(Tk/Person/ Adjusted Accounts CapitaGDP Capita
Month) Survey Mean Private Growth National
(Tk/Person/  Consumption Scenario Accounts
Month) Adjusted Private
Survey Mean Consumption
(Tk/Person/ Growth
Month) Scenario
1983/84 297 297 297 525 525 525
(Base Year)
1985/86 400 375 358 44.6 50.8 551
1988/89 468 500 ar7 485 426 46.7
1991/92 550 640 583 511 377 458
1995/96 779 853 744 440 370 476
2000 942 1174 939 414 26.1 37.9
Source: Sen, B. and M. Mujeri (2002), op. cit.
Annex Table 6
Simulating Trendsin Poverty Under Alternative
Growth Scenario, Bangladesh: 2000-2020
Year Per Capita Consumption Expenditure Growth
Rura Urban National
2% 3% 4% 2% 3% 4% 2% 3% 4%
2000 53.0 53.0 53.0 36.6 36.6 36.6 49.8 49.8 49.8
2001 52.2 51.8 51.4 36.1 35.9 35.7 49.2 48.9 48.6
2002 514 50.6 49.8 35.6 35.2 34.8 48.6 48.0 47.4
2003 50.6 49.4 48.2 35.1 34.5 33.9 48.0 47.1 46.2
2004 49.8 48.2 46.6 34.6 33.8 33.0 474 46.2 45.0
2005 49.0 47.0 45.0 34.1 33.1 321 46.8 45.3 43.8
2006 48.2 45.8 434 33.6 324 31.2 46.2 444 42.6
2007 474 44.6 41.8 33.1 317 30.3 45.6 43.5 414
2008 46.6 43.4 40.2 32.6 310 294 45.0 42.6 40.2
2009 45.8 42.2 38.6 32.1 30.3 28.5 44.4 41.7 39.0
2010 45.0 41.0 37.0 31.6 29.6 27.6 43.8 40.8 37.8
2011 44.2 39.8 354 311 28.9 26.7 43.2 39.9 36.6
2012 434 38.6 33.8 30.6 28.2 25.8 42.6 39.0 354
2013 42.6 374 32.2 30.1 27.5 24.9 42.0 38.1 34.2
2014 41.8 36.2 30.6 29.6 26.8 24.0 414 37.2 33.0
2015 41.0 35.0 29.0 29.1 26.1 23.1 40.8 36.3 31.8
2016 40.2 33.8 27.4 28.6 254 22.2 40.2 354 30.6
2017 394 32.6 25.8 28.1 24.7 21.3 39.6 34.5 294
2018 38.6 314 24.2 27.6 24.0 204 39.0 33.6 28.2
2019 37.8 30.2 22.6 27.1 23.3 195 384 32.7 27.0
2020 37.0 29.0 21.0 26.6 22.6 18.6 37.8 318 25.8

Source: Sen, B. and M. Mujeri (2002), op. cit.



Annex Table7
M edium Term Macr oeconomic Framework

Estimate Projections
FY 02 FY 03 FY 04 FY 05
Billion % of Billion % of GDP  Billion % of Billion % of
Tk. GDP Tk. Tk. GDP Tk. GDP
Nominal GDP 2711.23 2951.72 3238.33 3586.77
Growth (%) 7.06 8.87 9.71 10.76
Real GDP 2258.50 2384.98 2528.08 2687.35
Growth (%) 4.80 5.60 6.00 6.30
Inflation (%) 2.30 3.10 3.50 4.20
I nvestment and Savings
Grossinvestment 628.46 23.18 705.17 23.89 796.95 24.61 913.55 25.47
Private 435.96 16.08 496.18 16.81 565.09 17.45 650.64 18.14
Public 192.50 7.10 208.98 7.08 231.86 7.16 262.91 7.33
Gross domestic savings 485.31 17.90 544.00 18.43 614.31 18.97 700.50 19.53
Gross national savings 607.86 22.42 681.26 23.08 769.43 23.76 876.97 24.45
Aggregate Budgetary Position
Total Revenue 266.60 9.83 316.10 10.71 377.49 11.66 446.05 12.44
NBR Tax 207.30 7.65 243.60 8.25 289.40 8.94 339.00 9.45
Non-NBR Tax 11.50 0.42 13.50 0.46 15.52 0.48 17.85 0.50
Non Tax Revenue 47.80 1.76 59.00 2.00 72.57 2.24 89.20 249
Total Expenditure 410.51 15.14 468.50 15.87 538.80 16.64 617.16 17.21
Revenue Expend. 220.80 8.14 241.00 8.16 264.80 8.18 293.66 8.19
Development Expend. 165.20 6.09 206.50 7.00 250.00 7.72 296.50 8.27
Non-ADP Capital, Food 24.51 0.90 21.00 0.71 24.00 0.74 27.00 0.75
and other Expenditures
Budget Balance -143.91 -5.31 -152.40 -5.16 -161.31 -4.98 -171.11 -4.77
Financing 143.91 5.31 152.40 5.16 161.31 4.98 171.11 4.77
Net Foreign Financing 63.18 2.33 63.73 2.16 75.01 2.32 73.16 2.04
Grants 37.58 1.39 34.55 1.17 38.56 1.19 42.88 1.20
Gross Borrowing 50.60 1.87 57.68 1.95 71.79 2.22 78.58 2.19
Amortization -25.00 -0.92 -28.50 -0.97 -35.34 -1.09 -48.30 -1.35
Multi and Bilateral Prog. 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Budget Financing
Net Domestic Financing 80.73 2.98 88.67 3.00 86.30 2.66 97.95 2.73
Banking System 35.35 1.30 38.60 1.31 35.54 1.10 39.45 1.10
Non-Bank 45.38 1.67 50.07 1.70 50.76 1.57 58.50 1.63
Discrepancy 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Money and Credit (% change)
Domestic credit 10.40 12.77 12.99 13.61
Private sector 10.60 11.24 13.08 14.08
Broad money (M2) 10.00 12.84 13.05 13.64
Balance of Payments (billion US$)
Exports 6.12 13.09 6.67 13.56 7.48 13.86 8.45 14.14
Imports 9.09 19.45 9.63 19.58 10.21 18.92 10.83 18.12
External Flows (billion US$)
Remittances 2.39 5.11 242 4.92 2.62 4.85 2.83 4.73
Aid disbursements (gross) 1.48 3.17 1.59 3.23 1.66 3.08 1.67 2.79
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Annex 1

M ethodology of Poverty Analysis

Methodology of poverty anadyss used for the various components of the poverty diagnostics
in the strategy paper is described below.

Trendsin the Nineties Based on Unit-Record Data

For mapping recent changes in the poverty Stuation in the nineties the study uses poverty
estimates reported in the 2000 HIES Prdiminary Report issued by the Bangladesh Bureau of
Statistics (BBS).® The Cost-of-Basc-Needs (CBN) method was used to estimate the
incidence of poverty. With the CBN method, poverty lines represent the level of per capita
expenditures at which the members of a household can be expected to meet their basc needs
(food consumption to meet their caloric requirement, but aso non-food consumption). CBN
poverty lines were first etimated for a base year, chosen to be 1991-92, and then updated to
1995-96 and 2000 for changes in the cost-of-living udng a price index. Price indices for
updating the 1991-92 CBN poverty lines to 1995-96 and 2000 were derived by combining
price information available in the HES daa sets and the nonfood CPl. The HES data
provide price information on food items and fuds that account for gpproximately two-thirds
of the tota household expenditure. Inflation of non-foods that cannot be calculated from the
HES surveys was estimated by the non-food component of the CPI. As prices of some goods
and services may vary between geographicad areass in Bangladesh, the HES-based Tornqist
price indices were derived separately for each of the 14 man geographica regions. A
weighted average of these and non-food CPl (disaggregated by urban and rura sectors) was
then taken to derive the 14 regionspecific cost-of-living indices for 199596 and 2000.
These composite price indices were then used to update the 1991-92 CBN poverty lines to
1995-96 and 2000.

The base year CBN poverty lines for food and non-food have been derived by the following
manner. The food poverty line is edtimated by cosing a fixed-bundle of food items
corresponding to the age-sex adjusted normative calorie requirement of 2,122 kca per day
per person. Once the food poverty line is derived the setting of the non-food poverty Ineis
done by cdculating the amount of nonfood expenditures spent typicaly by households
located at the food poverty line (the so-called “upper poverty ling® method, which has been
reported in this paper). The next step conssted smply of adding to the food poverty lines the
non-food dlowances to yidd the tota poverty lines for each of the 14 geographica aress.
The edtimates derived under this method were used in this paper for setting the long-term

poverty target.
Long-Term Trends Based on Grouped Distribution Data

The poverty esimates reported in the 2000 HIES Prediminary Report issued by the
Bangladesh Bureau of Statigtics (BBS) cannot be used, however, for mapping the long-term
changes in poverty and socid development, especidly since the ealy eghties This has
necessitated the application of grouped didribution data avalable from the various HIES

18 These estimates were derived collaboratively by BBS and the World Bank.



reports used extengvey in the poverty literature on Bangladesh. In estimating poverty trends
based on grouped digtribution data the method used is the Cogt-of-Badc-Needs (CBN)
method similar to the one described above (see, Ravallion and Sen 1996, op. cit, for an earlier
gpplication of this gpproach). These measures use mean consumption expenditure as reported
in standard Table 2.03 in successve HES reports, and are based on the suitable parametarized
Lorenz curve as edimated from the grouped didribution data ranked by per capita
consumption expenditure. These poverty edimates differ from those reported in the 2000
HIES Prdiminary Report issued by the Bangladesh Bureau of Statistics (BBS) on two counts.
Firg, they use grouped distribution data rather than unit-record data, which had to be used
for the sake of comparability with the poverty series available for the eghties. Second, the
availability of only grouped digribution data for the HIES data points before 1991/92 aso
dictated the choice of base-year non-food poverty line. Thus, the estimates based on grouped
digtribution data use the 1983/84 non-food poverty line as the base-year non-food poverty
line, while the estimates presented in the 2000 HIES Prdiminary Report use the 1991/92 non-
food poverty line as the base-year nonfood poverty line. It may be noted that both the
poverty series comparable for the nineties display smilar trends.

57



Annex 2

Employment and Labour Market |ssues

Under the Strategy, the agpproach to poverty reduction will be centred around the key issue of
employment cregtion. Since the poor have ther own labour as the only mgor resource,
access to employment is the best route for them to move out of poverty. This would require a
sustained process of pro-poor and employment-creeting growth.

During the 1990s, the labour force in the country has expanded rapidly with around 1 million
people entering the labour force annudly. Since 1989, the labour force has been growing by
about 1.7 per cent per year and the growth is unlikely to taper off during the next decade.

Two characteridics of the evolution of labour force are sgnificant: (i) rgpid growth of urban
labour force due to ragpid urbanization and rura-urban migration; and (ii) persgtence of low
|abour force participation rate for women.

The sectord share of employment changed very little during the 1990s.  Agriculture is the
magor sector providing employment to more than 60 per cent of the labour whereas expanson
in employment opportunities in non-agriculturd  activities mostly occurred in the services
sector including congtruction, trade, transport, hoteds and restaurants, and community and
persond services  The most driking devdopment was the dedine in manufacturing
employment with the share declining to around 7 per cent in the late-1990s. In absolute
terms, the level of manufacturing employment declined to 4.1 million in 1995/96 from 7
million in 1989 (which has margindly increased to 4.3 million in late-1990s). The decline in
manufacturing employment and its concentration in two indudries (textiles and gaments
account for more than 70 per cent of the manufacturing labour force) are worrying snce
Bangladesh needs to absorb an increasing number of unemployed people and the entrants to
the urban labour market.

The employment patern is characterized by low and declining level of forma sector
employment (in 1996, the share of private informa sector was 87 per cent of total employed
population over 15 years of age), low sKills and literacy (the literacy rate was 44 per cent of
the total labour force in 1996), and overwheming dominance of the sdf-employed, unpaid
family helpers and wage labourers (comprisng nearly 85 per cent of the labour force). The
employment datus of women differs greetly from that of men. More than three-quarters of
the employed women above 10 are unpaid family labourers (compared with 40 per cent for
men). Moreover, around 40 per cent of the labour force remain either unemployed or
underemployed. Three groups of people suffer the most: the women, the rurd population and
the educated persons. The underemployment rates are higher for severa specific groups.
The mae underemployment is concentrated in agricultura sdf-employment activities and
dally wage labourers and, for femades underemployment is extremey high for agricultura
wage labourers and sdlf-employed in agriculturd and non-agriculturd activities.  Despite the
economic growth in the past decade, it has not been high enough to reduce underemployment,
adequatdly expand forma sector employment, lead to satisfactory increase in red wage rates,
and reduce labour market segmentation.

The chdlenge of the drategy will be to address the problems of cregting enough employment
to absorb the growing labour force. While the anti-poverty and employment-oriented growth
that increases income opportunities for the poor will be accelerated, several direct



interventions will be made to make the process more employment-friendly in the short run.
Along with sdf-employment generation through government and NGO interventions, public
works and other labour-based infrastructure development programmes will be stressed. The
labour-based infrastructure programmes will be designed such that these become cogt-
effective investments with gppropriate employment practices and Standards, economize on
use of scarce resources, enhance poverty reduction role of physica infrastructure, promote
better management and use of locdly avalable resources, and increese employment
opportunities for the poorest segments of the population.

For ensuring growthrenhancing and poverty-reducing impact, macro and micro-levd
interactions will be emphaszed dong with maximizing direct and indirect employment
multipliers through both horizonta and vertical linkages of infrastructure development.  For
this dose interactions will be ensured between the centrd and locd government inditutions.
The labour-based rurd infrastructure programmes will focus on provison of basc economic
and socid sarvices a locd adminidrative levels in collaboration with locd government and
nor-government inditutions.  The public works programmes will be directed to creating
community assets in response to demand by, and for the benefit of, loca communities. The
gopproach will am to generate both employment and macroeconomic benefits and linkages.

With the dggnificant importance of the informa sector and its dominance in overdl
employment in the country, draegic importance will be given to transform the informa
sector as the engine of productive employment generation.  For this, the thrust will be on
expanding higher productivity dynamic ectivities and sdlective support to ‘resdud’ activities
as a pat of the livdihood drategy of the poor. The drategy would focus on promoting
entrepreneurid kills,  creeting  information  channds  on  appropriate  technology and
organization of production; dsrengthening rurd-urban and externa linkages and marketing
chains ensuring necessary infragtructure including dectricity, trangport and communication
fecilities, providing credit facilities; providing busness advisory and deveopment services,
and ensuring conducive investment and policy regimes.

The gpproach under the drategy will am to diminate child labour to ensure the access to
basc education for dl children. In view of the widespread sdf-employment of children in
the informa sector, concelving child's work as access to employment in the forma sector
done will not be redigic in Bangladesh. Practical approaches will be consdered for the
children from poor households eg. ensuring work for an adult member of the family in lieu
of the child or provison of minimum income to compensate for the child's income loss A
learn-and-earn methodology (in nornthazardous occupations) will aso be consdered for those
dudents to whom full-time education is difficult due to extreme poverty. This will indude
mandated reduction of dailly working hour to accommodate education for the children (at the
expense of the employer).
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Annex 3

M acr oeconomic Setting and Balances of the Bangladesh Economy

Bangladesh's economic performance in the 1990s has been rdatively srong.  Prudent
macroeconomic management and generdly sound policies led to improved peformance of
most economic indicators.  The growth rate of GDP increased from less than 4 per cent per
year in the 1980s to 5 per cent in the 1990s. The period witnessed a doubling of annua per
capita GDP growth rate to more than 3 per cent in the 1990s manly due to a faling
population growth rate.  Stll, the growth performance is wel below Bangladesh's potentid.
A near df-auffidency in food production has been achieved which is dgnificant for
Bangladesh, the most densely populated non-city state in the world.

The growth performance was underpinned by rdatively Steady rates of investment reaching
23 per cent of GDP by the end of the period. Investments n both public and private sectors
increased. The country, however, needs to invet more to creste new employment
opportunities for absorbing the growing labour force. Despite the increase in gross domestic
savings and gross nationa savings, the country is yet to generate adequate savings to finance
its growing investment needs. Hence, the flow of externd resources, particularly foreign
direct invesment (FDI), is criticd in the medium term for financing invesment. For this
sudained maintenance of a Sable macroeconomic framework is a priority adong with
measures to increese domestic savings, privaie invesment and prudent use of investment
resources.

Although sgnificant success was achieved in bringing macroeconomic baances in the 1990s,
the soundness of the macro-economy remans fragile Bangladesh succeeded in keeping
inflation in the gngle digits during the 1990s. However, saverad macroeconomic
fundamentals weekened in the lae 1990s by extena and fiscd wesknesses and
developments in the global economy. The overdl budget deficit increased to more than 5 per
cent of GDP. The domedtic financing of the deficit incressed sharply.  Although foreign
borrowing is less codly in terms of interest payments, its avalability as a share of GDP
declined. As a result, domestic public debt increased a a rapid rate: from 9 per cent of GDP
in 1996/97 to 15 per cent in 2000/01. The burden of domestic interest payments aso rose
sharply equaling 13 per cent of tota revenue earningsin 2000/01.

The continued operation of the loss making state owned enterprises (SOES) emerged as a
mgor drain on public resources. Tota losses of SOEs increased from Tk. 14 billion in
1996/97 to more than Tk. 33 billion in 2000/01 (1.3 per cent of GDP). Moreover, tota
borrowing of these enterprises from the banking system was nearly Tk. 74 hillion in 2000/01
equivaent to 3 per cent of GDP.

In the externa sector, export growth averaged nearly 14 per cent per year and Bangladesh's
exports increased from around 6 per cent of GDP in the early 1990s to 14 per cent in
2000/01. Remittances grew a over 55 per cent per annum. The current account deficit
remained below 2.5 per cent of GDP on average during the 1990s.

The crawling exchange rate policy was ale to mantan relativdy dable red effective
exchange rates dthough developments during late 1990s indicate the need to adopt a more
flexible exchange rate management sysem. The foreign exchange reserves started to decline
snce the mid 1990s and was equivaent to less than two months of imports in 2000/01. The
low reserves put the economy under pressure with high vulnerability to domestic or externd
shocks.



Annex 4
Agriculture and Rural Development

For rapid poverty reduction, the Government's priority is to develop the rura areas where
most of the poor people live. This requires accderated growth of agriculture and the rurd
nonfam sector. A rapid agricultura growth will sugtain high growth with better capacity to
reduce poverty through enhancing rurad wages, cregting synergies for diversfying the rurd
economy, and enabling the supply of low-cost food to improve nutritiond status and food
security of the people.

Encouraging agriculturd  growth requires various policies ranging from new technology to
credit for smdl famers. The past growth in agriculture was helped by new high yidding
vaiety (HYV) technology, particularly in rice, in which both the state and the market played
important roles. The Government would continue its pro-active role in key public goods in
agriculture particularly in improving the ability of the farmers to adopt new technology and
providing appropriate mix of incentives to pursue profitable operations.

Although the share of agriculture in the country’s GDP declined from about ahdf during the
1970s to a quarter in the late 1990s, the sector provides employment to more than 60 per cent
of the labour force. Traditiondly, Bangladesh agriculture experienced a modest growth
averaging around 2.5 per cent per year. Since the mid-1990s, agriculture has performed
relatively wdl regigering an average annud growth of 4.6 per cent manly propdled by rapid
growth in foodgran and fish production. Both crop and noncrop (anima farming, forestry
and fishery) production increesed. The production of rice increesed subgantidly: from
aound 10 million metric tons in the early 1970s to more than 25 million tons in 2000/01
bringing the country to near self-sufficiency in rice production.

The recent growth of agriculture was gredtly influenced by macroeconomic and sector
gpecific policy changes. Reforms in trade and exchange rate policies crested favourable
incentive dructures and dismantling of date interventions, market-oriented reforms and
reduced regulations favoured growth in agriculturd production and productivity.  The
reforms led to faster growth in minor irrigation, increased the supply of fertilizer and seeds,
helped in wider adoption of high yielding varieties (HYVs), and encouraged the farmers to go
for more rationd input e and production decisons. The Government’s priority would be to
intengfy efforts such that podtive achievements are expanded and the condraints limiting
their potentia are resolved.

The Government would creste a policy environment that is (i) supportive of agriculture and
rurd nonfam sectors, (ii) oriented towards smdl farmer development; (iii) cgpable of
providing right incentives to adopt new technologies;, (iv) conducive to higher invesments in
socid and economic infrastructure in rurd aess;, and (v) adequate to ensure proper
functioning of rurd indtitutions and provide market access for rurd products.

Crop Agriculture: The drategies would respond to two dominant factors shaping future
dructurd change and growth pattern of crop agriculture eg. decline in population growth and
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higher growth in per capita income.  Such income-induced pettern of food consumption
would result in a lower growth in demand for cereds and a strong market demand for non+
cered crops and non-crop agriculture.  The policies would push agriculture in three broad
directions. intengfication of production of the maor crop (rice); diversfication to high return
non-cered crops having comparative advantage; and improvements in non-crop agriculture.
The Nationd Agriculturd Policy 1999 provides guiddines and policy priorities for the
purpose.  With limited avalability of land, the medium-term srategy for crop production
growth would emphasize severd opportunities (Box 4).

Box 4: Medium-term Potentials for Crop Production

Crop production in Bangladesh has several comparative advantages and,
even with limited availability of land, the country can significantly increase
production through exploiting a number of opportunities.

0) With fertility decline and dow population growth, the dependency ratio is
faling whic% will favour the promotion of a broad-based agriculture;

(i) Theirrigated cropland can be expanded through appropriate land and
water management. Similarly, the scope for increasing the productivity of
ran-fed agriculture is wide;

(i) The existing improved varieties of crops can produce higher yields, can be
extended to new lands, and can be made to provide higher yields in lands
where it is aready planted,

(iv) The potentia capacity of available technologies and agronomic practicesis
till high to generate further productivity growth. Good management of
land can raise soil productivity and cropping intensity which, aong with
expangion of irrigation system, would produce more per unit of land and
water, and achieve the full potentia yield;

(V) The access to technological capital and creation of supporting ingtitutions
can alleviate physical resource constraints and address resource
degradation problems. This can expand the ability of the poor farmersto
enlarge their scale of production, adopt high return activities, and invest in
productivity-raising human and physica capital formation; and

(vi) The past growth in agricultural productivity indicates high returns on
investments in public goods in agriculture (e.g. research and extension)
relative to other public investments.

The intengfication effort would be directed to rice cultivation through severd options eg.
pursuit of a breeding drategy with focus on gran qudity, shorter maturity, and hybrid/super
rice offering bright prospects of increasing yields, adaptive research and effective researchr
extenson linkages, and efficient water resource management. In case of rice, around 45 per
cent of the total area is currently planted with locd varigties dthough the average yidd of
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loca varidties is hdf the yidd of HYVs The remova of agronomic and other condraints to
tranform the potentid area from locd into HYVs of rice will contribute to increased rice
yidd. Smilaly, in areas, which are suitable for loca rice varieties, measures to raise yidds
will contribute to increased production.

The measures for diverdfication would include intendfication of rice production to release
land and other resources for nonrice crop cultivation; specific targeting of flood free uplands;
incorporation of nonrice crops in rice based faming sysems, effective extendon messages,
promotion of agri-busness and agro-processng; and investments in  transport,
communication, and storage infrastructure and information network.

Noncrop Agriculture: For developing noncrop agriculture, quantity and quality of production
would be enhanced without adversdly affecting the natural resources and the ecology. The
poultry and livestock subsector has low per-bird and per-anima production of meat, milk and
egos due to condraints of disease, poor genetic stock, shortage of land for pasture, and
inadequate feed supplies. The production is dominated by smdl holder famers who ae
rddivey unfamiliar with basc animd nutrition, feed value of different sources, disease
control and breed sdection. The Government's dtrategy would be to increase output of
livestock products by improving animd hedth and introducing modern methods of
production, expanding technicd skills of the famers and building supportive policy
framework and infrastructure.  Commercid poultry, beef and dairy farms would be promoted
in areas around large cities to meet the demands of urban consumers and create links with
export markets. The Government’s actions would concentrate in two aress where private
initigtives are lacking a present: supply-sde factors (eg. research, technology, markets,
infradtructure and indtitutions), and dructure of incentives to provide right dgnds to the
producers. A comprehnensve Livestock Sector Policy would be prepared to guide
development interventions.

In fisheries, technologicd and marketing gaps are widespread. For marine fisheries, more
advanced practices would be introduced to increase production. Fish production in inland
water bodies would be expanded usng good management, quality control, and adopting
improved technologies in farming and hatcheries.  Shrimp production and exports would be
increesed by enforcing effective regulations on land and water use, adopting sanitary and
phytosanitay  measures, and  drengthening  infrastructure  facility and  information
dissemination. Based on 1998 Nationd Fisheries Policy, the Government has initiated
measures to address severd sectoral concerns. The Government would continue the
implementation of mitigation messures to minimize the negative impact of unplanned
inddlaion of water management sructures on floodplain fisheries in collaboration with locd
communities.  The recently initited community based floodplan management programmes
would be scaled up to cover dl floodplain fisheries in phases. The unplanned shrimp culture
development, which has led to socid and environmental problems, will be addressed through
wdl-informed decisons based on studies carried out under the Fourth Fisheries Project and
available research. The capacity of the Department of Fisheries will be strengthened in order
to bring a fundamentd chift in its role from regulation and control to participation and
cooperation with local communities and the private sector.

In managing forest resources, some success has been achieved through indudtria plantations,
mangrove afforestation in newly accreted lands and degraded forestlands, public awareness
on tree planting and efforts of the NGOs. The Government would expand these momentum



and address several concerns eg. conservation of naturd forests and protection of
biodiveraty, management and utilization of existing public plantations, development of wood
sources, and management and expanson of mangrove plantations. For proper management,
severd options would be adopted eg. use of new management plans, better dlvicultura
trestments, expandon of computerized resources information system, drengthening forestry
research, capacity building and human resources devdopment. The communities would be
involved through participatory forest management with better access of locad communities to
natura resources.  Enabling environment for private sector plantation development and
public-private partnerships would be crested.

Planned agro-forestry will be developed to manage forest lands according to household needs
of fud, food, livestock and other activities. For the purpose, degraded forests, strip lands
adongsde roads and embankments, margind homestead lands, private hilly lands, and surplus
lands from tea plantation would be targeted in partnership with NGOs and community
organizations.

Rural Finance: Reforms and innovations will be introduced to improve credit market
opportunities for the poor famers and increase the efficacy of rurd finance. The barriers
hindering rurd credit ddivery to the smdl famers lagdy deive from inditutiond failures
for monitoring and enforcing credit transactions and ineffective mechanisms for reaching the
poor farmers. The need is to bring new inditutiona mode through building upon the success
of microcredit to service the credit needs of the smdl famers. Severa innovative approaches
introduced by microcredit would be consdered for replication in desgning credit
programmes for the smdl farmers eg. peer pressure to remain current with loan payments,
traning and technicad advice to resolve low profitability, and portfolio diverdfication to
reduce vulnerability. The retal banking to the smdl fames would be expanded by
incorporating successful features of financid intermediation for smdl dients eg. character-
based lending in lieu of group lending using locd agents to assess creditworthiness, monitor
performance and enforce cortracts, decentralized decison making and performance based
remuneration system; nontraditiond collatera (e.g. borrower’s trustworthiness and character)
and dependence on socid hierarchies (eg. eected locd representatives) for contract
enforcement.

Agro-processing and Agri-business Development: The rapid growth of agriculture would
require agro-processing and agri-business development to facilitate access of the famers to
modern inputs and ensure increased demand for agriculturd products.  For sustaining growth
and divergfication of the rurd economy, in addition to exchange functions, such activities
will be used to (i) provide a resource-bed for better farm investments to raise production and
productivity; (ii) generate a vaue added price to the farmers; (iii) support crop diversficaion
and develop logidics of efficient marketing a grassoots leved; and (iv) hep in evolving
better marketing practices and linkages to expand the benefits of public policies.

Under the drategy, the potentid of promoting high technology oriented agro-industries (e.g.
horticulture and floriculture) in the Export Processing Zones (EPZs) will be explored. The
posshility of consortium funding with technical cooperation of foreign firms and buy-back
agreements woud be conddered as a rewarding option to help deveop linkages with nearby
areas and indiill avison of international marketing.



Along with cregtion of an endbling environment, the Government would play a mgor role in
overcoming dructurd deficiencies, creating linkages and developing compstitiveness  for
these activities, The Government will make conscious efforts in  entrepreneurship
development, building up technologica capabilities, improving access to finance and
developing appropriate policies and inditutions.  An integrated policy framework will be
crested which will remove policy digtortions, develop linkages through subcontracting,
relational contracting, and other mechanisms create legd and inditutiond framework for
enforcement of contracts, provide invetment incentives and credit; support technology
development, product quaity improvement, extenson, maketing and <ill traning;, and
access to new domegtic and externd markets. The Government would adopt appropriate
measures to promote value added crop production on a regionalised production strategy based
on agro-climatic and market advantages and encourage private sector initigtives through
infrastructure development and other incentives.

Foodgrain Procurement Programme: The present foodgrain procurement programme would
be re-oriented keeping severa developments in the 1990s.  The rice price in the country has
become more dtable over the years and increasingly targeted nature of the Public Foodgrain
Digribution System (PFDS) has reduced the Government’'s share in totd foodgrain sdes and
its capacity to influence market prices. Moreover, trade liberdization and private sector
participation in food imports have opened up new posshilities to ensure market stability. For
maintaining foodgrain price stability, private sector trade and price bands close to import and
export parity levels would be more widdy used. Since export parity does not provide an
effective floor for rice price a present, domestic procurement will be continued in the
medium term.  Severd measures will be adopted to improve the efficiency of the
procurement system and increase access by smdl famers eg. increasng the number of
procurement centres, inditutionl changes to ensure timey purchase, minimizing
irregularities and rent- seeking activities, and removing barriers to market integration.

Input Delivery Systems. The Government's policy of privdization of the input ddivery
gysems in the past led to more efficient response to market sgnas by the farmers and
reduced the cost of marketing. The reforms in the irrigation sector led to large scde
expanson of private markets in irrigation services and area under irrigation expanded. The
Government’s priority will be to sustain these policies and support private sector initiatives to
acceerate the pace of adoption of modern inputs. The exiging policy digtortions would be
removed and regulatory framework reformed in the inputs market particularly in fertilizer and
seed markets to ensure effective liberaization.

Global Opportunities: Under the Agreement on Agriculture (AoA), Bangladesh being a lesst
developed country is exempted from reduction commitments on tariffs, export subsidies and
domestic support to agriculture. In order to expand externa linkages, actions would be taken
to promote agricultural technology transfer and market research, develop infrastructure, and
create policy environment to support agro-processing activities.

Measures would be taken to avail opportunities dong severd directions geogrephicdly (fast
growing import markets), horizontdly (increesng the soread of export commodities, and
vertically (increesng vaue added of export commodities). The Agreement on Sanitary and
Phytosanitary (SPS) measures has implications for Bangladesh's exports of frozen food, dried
fish, tea, vegetables and other food products. Steps to harmonize SPS and Technicd Barriers
to Trade (TBT) messures with internationd <tandards would be implemented.  The
goplication of good agriculturd practices (GAPs), good veterinary practices (GVPs), good



hygiene and manufacturing practices and adoption of quality assurance systems eg. Hazard
Andyss and Critical Control Point (HACCP) system will be encouraged to boost agriculturd
exports. This will assg to consolidate trade with traditiond markets, open new
opportunities and attract premium prices by ensuring consstency of safety and compodtiona
qudity of agriculturd products.

Trade Environment and Public Expenditure in Agriculture: The Government’s policy
would be to pursue a competitive exchange rate policy, remove tariff anomdies and end-user
discrimination, and complement supply-focused agriculturd policy with a supportive macro
and trade framework. The Government's role would be to devise and adminiger inditutions
(legd sysem, regulations, policies) that provide incentives for efficient production and
ensure avallability of public goodsin agriculture.

For increesing agricultural investments, action on two fronts would be taken: creating an
inditutiond and policy environment that provides incentives for accderated privae
invesment; and enhancing public invesment in key areas.  Public invesment in agriculturd
research and development (R & D) will focus on building capecity to accelerate technologica
progress. The emphass will be on dte and seasonspecific technologies and extenson
messages in combination with credit and marketing services. The management problems of
the National Agricultura Research System (NARS) would be effectively resolved dong with
a move to inditute a demand-driven research sysem. The extendon services would be
geared towards srengthening links between research ingtitutions and those who can gpply the
rescarch eg. farmers, NGOs, loca government inditutions and other service providers. A
grengthened dlient-orientation by decentraizing programme development to the upazila leve
will be given priority. For efficdent marketing, public invesments would be increased in
rurd infradructure, eectrification, developing regulatory frameworks and avalability of
market support services e.g. quaity control, grades and standards, and market information.

The reform agenda in input and output markets would be pursued to creste enabling
conditions for the farmers to adopt new technologies. The Government has dready
liberdized the seed industry except for some natification requirements on the results of one-
year multi-location adoptive trids of five important crops — rice, whesat, jute, potato, and
sugarcane.  Increased investments and further liberdization would be pursued to ensure more
extensve participation of the privaie sector in multiplication, didribution and qudity control
of seeds as envisaged in the Seed Act 1997. Severd actions would ke consdered eg. tariff
preference on import of seed cleaning and drying equipment, credit support for seed
production, and policy on intellectud property rights to protect the seed indusry. The
fertilizer policy would be directed to diminate the imbdance in fertilizer use which leads to
soil fertility degradation.

The policy framework would emphasize improving the equity, cod-effectiveness and qudity
of agriculturd sarvicess  This would be achieved through decentrdization and locd
participation.  Local government inditutions, NGOs and other community organizations
would be used for deivery of agriculturd services Severad options eg. contracting out
ddivery services of public agencies to NGOs and the private sector, increasng partnerships
with NGOs and the private sector and smilar measures would be adopted to deliver services
in areas where loca and beneficiary participation is akey component.

For ensuring the delivery of essentia services and cregting an enabling environment, public
sector dlocations to agriculture would be rationdized. The public expenditure on agriculture,



as a percentage of tota development expenditure, has steadily declined in the 1990s while
agriculture's share in private invesment has dagnated. This indicates premature shifts of
resources away from agriculture cregting dampening effects on the rurd economy. The
Government’s  support programme would am to increese productivity-enhancing private
investments in agriculture for creating robust and sustained growth.

Rural Non-farm Growth: Through rapid expansion of nontfarm activities, the Government's
drategy to make the rural nonfarm sector will be the leading sector of Bangladesh's rurd
economy. Given the characterigtics of the rurd labour market and the dructure of fam
holdings dominated by smdl and margind farmers, both fam and nonfarm incomes would
be increased dong with incentives for movement of labour from farm to non-farm sector.
This would require a seady growth in productivity in the non-farm sector. The access to
non-farm income is citicd in rasng household income aong with enhancing the capecity of
the farmersto invest in agriculture,

In the padt, rural nonfarm activities played an important role in generating new sources of
employment in the rurd area, but the productivity growth in the sector has been modest. The
way-out from the Stuaion requires some degree of upscding with improved technology and
marketing support. The process can be further stimulated by forging urban-rurd links in
design, production, and marketing stages. For this, a decentrdized industrid process around
secondary towns and periurban areas will be pursued.

For accderating rural nonfam growth, measures would be taken to srengthen both
backward links eg. agriculturd equipment and repar services, marketing of fertilizer, seed
and other inputs as wdl as forward links to agriculturd activities like processng and
marketing of agriculturd products. Since incressng urbanization and higher incomes would
increase the demand for processed food products, links with urban and export markets would
be used as a mgor factor in increasing the beneficid interactions. The thrust will be on rurd
nonfarm activities in the periurban fringes of mgor cities to teke advantage of better
trangportation networks and urban spillover benefits.

Along with a trade regime that focuses on correcting the policy ditortions that hurt rurd non:
fam activities and raiondizing tariffs on rav materids and inputs used by these indudtries,
the Government would address infrastructurd problems eg. power, communication,
information, transport facilities, roads, market places, ports and other facilities needed to
improve their competitive edge and growth potential.

For ensuring product standardization, quality control and flow of informaion necessary for
access to foreign markets, the Government would encourage formation of smdl enterprise
asociations to support respective activities.  These would provide market  information,
quaity guiddines, and link rurd enterprises to large enterprises or export houses through
contracting arangements. The Government would devise mechanisms to access required
levels of credit by the rurd nonfarm entrepreneurs from forma finencid inditutions The
NGOs will dso be encouraged to expand their coverage of credit programmes to include rura
gndl and medium scade enterprises.  Investments in education and sill traning would be
consdered crucid inimproving rurd productivity and incomes.

The Government has formulated the Nationd Rurd Development Policy 2001 to guide the

comprehensve development of the rurdl aress. The Policy attaches importance on cresting
efficent and effective locd government inditutions as the decentralized decison-making

67



framework within a paticipatory mode.  The Government would operationdize the
integrated approach of the Policy to expand employment and decent income earning
opportunities in rurd areas aong with messures to enhance the capacity and power of the
rurd poor to develop, protect and sustain their livelihoods.



Annex 5

M anufacturing Sector

For sustained growth and poverty reduction, the Government would pursue a globdly
compstitive indudtridization drategy dictated by the dynamic comparative advantage of the
country.  This means an employment-intengve indudridization with emphass on smdl and
medium enterprises (SMES) and export-oriented industries.

The pace and leve of manufacturing growth in the past was dow: the share of manufacturing
in GDP increased to around 16 per cent in 2000/01 from 13 per cent in 1989/90 indicating a
growth rate of less than 7 per cent per year. The performance of both large/medium and
gndl scde indudries was Smilar. Manufacturing growth remains narrowly based with only a
few indudtries (eg. readymade garments) spearheading recent growth.  While trade
liberdization measures in the early 1990s provided esser access to imported raw materids
paticularly for smal indudries, severd factors eg. increased imports of competing products
due to lowering of tariffs illegd imports from India encouraged by unfavourable movement
in Bangladesh's exchange rate vis-avis Indian rupee, didocations caused by naurd and
manmade factors, and deterioration in the overal invetment climate led to a dow and
fluctuating manufacturing growth.  Tota manufacturing investment remained a aound 14
per cent of GDPin the late 1990s.

The foreign direct invesment (FDI) flow into the manufecturing sector is smal. Foreign
investment in Export Processing Zones (EPZs) accounted for less than 10 per cent of tota
manufacturing invesment in the 1990s  Bulk of the invetments in the EPZs went into
garments, textiles, footwear and other labour-intengve indudries with little in high-tech
indudgtries.  The FDI outsde of the EPZs went modtly into gas and power sub-sectors. The
limited d9ze of the domestic market and lack of a facilitating environment discouraged the
inflow of FDI into manufacturing industry outside the EPZs.

Sow manufacturing growth and the emergence of indudrid dckness in the past had many
roots. The problems relae to deficiencies in indudtria finance, dow pace of privatization of
public sector enterprises, mixed impact of rapid trade liberdization, lack of a competitive
exchange rate policy, discriminatory fiscad incentives, and the persstence of a legd and
regulatory framework that is characterized by pervasve, archac and unnecessary laws, vague
and discretionary regulaions, and flawed and wesk enforcement. Infrastructure bottlenecks
eg. inadequate transport, power, telecommunications, ports and other facilities, lack of
invesment-friendly labour relations and procedurd complexities meke setting of viable
industrid enterprises very codtly in the country.

The Government's efforts to accderate manufacturing growth and increase its poverty
reduction role would emphasize saverd dements  For the privatization programme, a firm
timetable would be st to assert the Government’s political will and send clear dgnds to
those who oppose the programme. Necessary measures would be taken to reduce socid costs
of labour adjusment through appropriate safety-nets and help retrenched workers to
reintegrate into the labour market.
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Trade Policy Reform: For proper pacing and sequencing of trade policy reform, the
Government would announce well in advance planned changes in trade policy and help reax
supply-side bottlenecks through complementary reform measures. For  curtailing illegd
imports, trade infrastructure will be improved and measures will be taken to control the
trangmisson of remittances through the hundi channd. A competitive exchange rate policy
will be followed to restore the baance in bilaterd exchange rate with mgor export competing
countries and discourage the inflow of legd and illegd imports.

Legal and Regulatory Framework: The legd and regulatory framework would be
greamlined in severd respects eg. contract enforcement and dispute resolution, bankruptcy
and labour laws, copyright protection, land titling and transfer procedures. The regulatory
requirements would be streamlined through coordination among relevant agencies so that the
One Stop Service of the Board of Investment (BOI) could help complete al requirements
within a pre-pecified time. These, dong with measures to improve the lav and order
gtuation and creste a legd environment, would assure prospective investors, both domestic
and foreign, that there is adequate lega protection to legitimate business.

Industrial Finance and Fiscal Incentives: To meet the demand for term loan financing, the
Government would revitdize the nonbanking finendd inditutions induding invesment
companies and the stock market by enhancing their capacity to mohilize funds and cresting
enabling conditions for their operation as quas-commercid banks. Along with necessary
financid sector reform and new inditutiond initiatives, best practice methods of investment
financing will be devel oped.

For developing the capitd market, grester transparency and accountability of the stock
exchanges would be ensured. The Centra Depostory System (CDS) would be speedily
introduced and the stock exchanges would be drengthened by updating the rules and
regulations dong with measures to facilitate survelllance and enforce compliance of rules.

Fiscd incentives to export indudtries would be raiondized dong with adopting a more
gopropriate definition of export industries and effective measures to simulate backward
linkages  The prevalling sysem of duty drawback would be smplified and the cash
compensation scheme would be replaced by appropriate measures consstent with WTO
regulations to ensure competitiveness of domestic export industries.

The ongoing process of reforming cusoms and improvements in VAT and income tax
adminigtration would be acceerated and sustained through appropriate reorganization of the
Nationd Board of Revenue (NBR). The customs reform would be extended to cover al
agencies at sea, air and inland cargo terminals to ensure speedy import and export clearance.
The problems relaing to pre-shipment ingpection (PSl) would be resolved to ensure effective
implementation of the system.

Skill and Technology Upgradation: Skill and technology upgradation will be geared to
achieve severd objectives eg., diverdfying the industrid base and the export sector, meeting
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the enhanced hedth, sanitary and phytosanitary standards of the exportables in the post-WTO
era, dtracting FDI in high-tech indudtries, and complementing trade liberdization through
adequate supply response. The Government would enhance investments in vocationd
traning sysems and make them more relevant to current needs of the indudtria sector. The
efficdency of public technicd training inditutions would be increased through in-factory skill
upgradetion and training activities.  Technology acquidtion, adgptation and upgradetion
would be given priority to ensure competitiveness in manufacturing and export sectors.

Capacity Building and Industrial Support Services: The ingtitutiond capacity to provide
quality support services will be enhanced. The Government would revamp the industria
datistics wing of the Bangladesh Bureau of Statitics (BBS) to generate consstent data on
manufacturing sector.  The capacity of the WTO cdl of the Ministry of Commerce would be
enhanced through reorganization and an autonomous Foreign Trade Inditute with links to the
private sector would be edablished. The Government would undertake appropriate
reorganization to ensure drong leadership, autonomy and professond capacity of the
agencies sarving manufacturing and business such as Board of Invesment (BOI), Bangladesh
Smal and Cottage Industries Corporation (BSCIC), Bangladesh Standards and Testing
Indtitution (BSTI), Export Promotion Bureau (EPB), Bangladesh Taiff Commisson (BTC),
National Board of Revenue (NBR) and Office of Patents, Designs and Trademarks.

IT and Export Oriented Industries. The information technology (IT) sector is yet to take-off
in Bangladesh and its growth is panfully dow manly due to poor informatics infrastructure.
The Government would emphasize three areas for developing the IT sector: (i) improvements
of tdecommunicetion infragtructure; (i) rationdization of BTTB’s monopoly and regulatory
roles, and (iii) human resource development in the I T sector.

For ensuring competitiveness of Bangladesh's readymade garments (RMG) sector after 2005,
setting up of backward linkage industries would be encouraged based on careful assessment
of the long-term viability of different ssgments. The Government would address other
factors tha dso influence competitiveness eg., skill upgradation and training of workers,
better management practices, adoption of better technology and improved maintenance of
machineries and equipment, better working conditions, power falures and politicd unrests,
law and order gStuation, corruption and procedura complexities, port congestion and delays
in port clearance, and problems of export finance.

With high potentid of agro-based indudtries for both exports and import subgtitution, the
Government’s policy support would cover severd areas eg. infradtructure development for
transportation and preservation of perishables, acqustion and adaptation of improved
technologies and upgradation of locd <kills preferentid import of related input and
equipment; development of intermediate indudtries such as packaging, bottling and printing;
extendon of ar cago fadlities rationalization of ar freght charges and expandon of
cooling and storage facilities at export points.

Developing Small and Medium Enterprises. The devdopment of smdl and medium
enterprises (SMEs) would be the key dement in pro-poor manufacturing growth. Cresating a
vibrant SME sector would require pro-active policies beyond removad of policy biases due to
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their persging sructural weeknesses.  These include: increased public investment in SMEs
in areas of traning, extendon, ressarch and market promotion; provison of finance and
preferential fiscd measures, legd reforms to expand and simplify the use of nonred estate
security for facilitating access to inditutiona finance and implementation of an effective
credit guarantee scheme.

The Government would adopt a consstent set of definitions for various Size categories of
enterprises s0 that the current anomay (e.g. between BBS and NBR) is removed. Despite
attempts to provide access through targeted lending, actud delivery of inditutiond credit to
SMEs remained grosdy inadequate due to severd factors eg. lengthy and cumbersome loan
goplication process, inadequate capability of financid inditutions for proper project
evauation, pre-occupation with fixed asset ownership as collaerd, and lack of proper
autonomy and accountsbility of financd inditutions resulting in inflexibility, inefficency,
politica interventions and corruption.

For addressng credit problems, the Government would introduce reforms in financid and
fiscd sectors. The financid inditutions would be encouraged to seek deposit relationship
with small entrepreneurs and use cash flow rather than asset ownership as the criterion for
creditworthiness.  An expanded credit guarantee scheme would be used to support the policy.
By removing exiging discriminations (eg. in VAT, wedth tax and provisons for tax
holiday), the fiscal policy would be talored to provide support to SMEs. For cregting a
conducive business environment, laws and regulations and policies reated to SMEs would be
improved; incentives to develop inditutiond network to support SMEs eg. financiad and
credit guarantee  inditutions, busness devdopment sarvices, training,  technology,
information and advocacy services would be provided; and the ability and involvement of the
gekeholders in planning and policy/programme implementation would be increesed.  The
access to resources by SMEs would be enhanced through severd means like cresting
incentives for financid inditutions to support SMEs and micro-enterprises dong  with
expanded role of the NGOs, expanding sources of financing through viable schemes such as
loan guarantee, venture cgpitd, and promoting leesing indudry; improving management
cgpacity of inditutions providing busness deveopment services drengthening training
inditutions and ther networking; and reorienting and redructuring government training
agencies to create dronger links with SMEs. The Government would implement
programmes to improve knowledge, entrepreneurship, and productivity of SMEs and support
new entrepreneurs (busness dat-up). The Government’s overal approach would be to
remove unnecessary regulatory barriers and amplify required laws and regulaions since the
impact of regulaions fdls unevenly on the SMEs compared with their large-scae
counterparts.
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Annex 6

I nfrastructure Development

Despite recognizing the dgnificant role of infrastructure in economic growth and poverty
reduction, infrastructura deficiencies continue to act as a mgor drag on Bangladesh's
development efforts.  In addition to inadequate infrastructure coverage, poor management
and inefficiency of publidly managed infragiructure utilities have crested a huge fisca burden
and condrained the much-needed expanson of infrastructure services to meet the growing
needs of the economy. The Government will adopt a new approach to infrastructure
development involving reorientation of sectoral priorities and increased private participation
to dleviate infrastructure bottlenecks.

Road Sector: The road network has expanded rapidly: starting with only 4 thousand km of
primay and secondary highway networks in 1971, Bangladesh has now an extensve road
network of nearly 223 thousand km covering four broad categories — nationd highway,
regiond highway, feeder road, and rurd road. The road sector also accounts for an
increesing share of passenger and freight movements. Despite the progress, the criticd issue
of the road sector is to maintain and improve the network and address the poor efficiency and
safety of road operations. The Government would develop a coherent land transport policy
and bring changes in the inditutiond framework of various land transport related agencies to
support the policy framework. This will clarify ther roles and help introduce performance
monitoring mechanisms.  The Government would explore various options for financing road
maintenance and operation and condder edtablishing an autonomous road maintenance fund
to ensure adequate and dable recurrent financing of roads. Monitorable indicators would be
et to assess progress in key areas eg. increased dlocations for maintenance, increasing the
levd of cogt recovery, and more effective road traffic management like road safety, traffic
control and overloading enforcement.

Trend in Transport Modal Shares

Y ear Passenger Freight
Billion Modal distribution (%) Billion Modal distribution (%)
paSEenger Road Rail Water tonkm Road Rail Water
m
1984/85 35 65 20 16 4.8 48 17 35
1988/89 57 68 17 15 6.3 59 11 30
1992/93 66 75 12 13 9.0 61 7 32
1996/97 72 73 13 14 10.0 63 7 30

Source: Planning Commission, Bangladesh Integrated Transport System
Study, June 1998.

For ensuring a sound road trangport system, clear assgnment of responsbilities for
management of different types of roads among the Roads and Highways Depatment (RHD),
Locd Government Engineering Depatment (LGED) and municipd/locd  government
inditutions  would be enacted. Smilaly, effective coordination among relevant
minidries’agencies and forma mechanisms of interaction with non-government stakeholders
would be indituted.  Cgpacity building of agencies like Bangladesh Road Trangport
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Authority (BRTA) and locd government inditutions would be given priority to ensure
sisfectory peformance of ther responghilities. Management reforms  would  be
implemented with darified responghiliies between agencies, improved planning and
implementation capacity, and trangparent and competitive procurement and implementation
process. For integrated development of al modes of transport, the Government would move
towards forming a Minisiry of Transport in place of the present fragmented gpproach under
separate minidries.

Power Sector: Rdiable access to dectricity is essentid for development and poverty
reduction in Bangladesh. Yet only 18 per cent of the people have access to dectricity which
is of poor quaity and unreliable in nature. The problems of the sector are well-documented
adong with the need for reforms.  The sector's financid performance is poor with the two
man utliies — the Bangladesh Power Development Board (BPDB) and Dhaka Electric
Supply Authority (DESA) — plagued with system losses and inadequate collections. As a
result, investments in mantenance and expanson of the network have been inadequate.
Despite recent addition in generation capacity through both independent power producers
(IPPs) and the public sector, capacity condraints of the transmisson and distribution systems
remain serious bottlenecks.  The public ownership of the power grid with its inadequate
commercid orientation in decison making isamgor root of the sectord problems.

The Government initiated power sector reforms during the 1990s. In 1995, a Nationd
Energy Policy was endorsed followed by adoption of a private sector generation policy and
measures to creste the Power Grid Company of Bangladesh (PGCB), the nationd
transmisson company, and the Dhaka Electricity Supply Corporation (DESCO) in 1996.
Efforts were initiated in 1999 to corporatize BPDB power plants. The Government approved
policy and vison statements on power sector reform in 2000. The progress in implementing
the reforms has, however, been dow with mixed results.  While success has been achieved in
atracting 1PPs (with atotal contract of 1,780 MW), reformsin other areas faltered.

Given the chdlenging nature of reforms in the power sector, the Government would adopt a
re-designed approach to implementing reforms based on priorities.  Priority would be given
to completing the ongoing reforms and formulating an action plan for addressng generaion
and digribution problems dong with other sectora concerns. The approach would be to
involve dl rdevant gstakeholders, including the labour, in the process to integrate ther views
and ensure successful implementation of the reform measures.

The Government would prepare financid action plans to address the problems of BPDB and
DESA dong with effective legd and public motivation measures to reduce defaults  An
Electricity Act would be enacted providing for an adequate regulatory framework and
transparent tariff policies.

Natural Gas Sector: The naurad gas sector, with its tremendous potentia in contributing to
the devdlopment of the economy, would be effectivdy managed to maximize its role in
poverty reduction and generate equitable benefits. The present gas infrastructure remains in a
poor condition due to lack of commercid orientation and inadequate funding for expansion
and operation and maintenance. The financial and technical capacity of Petrobangla, the key
agency, iswesk.

The Government would implement severd measures to improve the peformance of the gas
sector. A Gas Act would be enacted providing the regulatory framework for fixing tariffs,
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endbling effective private sector paticipation, and defining the sector restructuring
programmes. An action plan would be implemented to improve the financid performance of
Petrobangla and reduce the arears.