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PREFACE 

The International Centre for Industrial Studies, 

Rejional and Country Studies Section, has undertaken, 

under its 1978-1979 work prograaae,  the preparation of 

a series of Country Industrial Developaent Profiles. 

These profiles are desk studies, providing statistical 

and econoaic analyses of the industry sector,  its growth, 

present  status and future prospects.    It  is hoped that 

the profiles will provide analyses of use to programing 

technioa.1 assistance,  industrial redeployment and invest- 

aent co-operation activities. 

This profile on Bangladesh has been prepared during 

the later part of 1978 by the UNIDO Regional Adviser on 

Industrial Econoaics, M. T. Haq, attached to ESCAP, 

The views or    consents contained in this docuaent do 

not reflect those of the Oovernaent of Bangladesh nor do 

they officially coaait the united Nations Industrial 

Développant Organisation to any particular course of action. 



L 

'Bible of Content» 

SUMMARY AND CONCLUSIONS i 

The background i 
Growth of the economy and industry in recent 
years i¿ 

The pattern of industrial development iü 
Location of Industry íü 
Inter-sectoral  linkages m 
Industrial  employment, productivity,  capacity 
utilization and external imbalance m 
Performance of the industrial  sector iv 
Institutional infrastructure iV 
Need to reorganize and strengthen industrial 
institutions v 

Deficiencies of the institutions and action 
needed to deal with them v 

New instituí tonal infrastructure for industry 
needed v^j 
Some constraints on industrial  devlopmera vü 
Areas of further industrial  expansion viii 
Participation in regional/sub-regiona] /bilateral 
cooperation ,.¿¿¿ 
Areas of technical assistance jT 

I. THE GENERAL ECONOMIC BACKGROUND AND THF; 
ROLE OP MANUFACTURING IN THE ¿JCONOMT 1 

The economic background i 
The role of Manufacturing in the economy ? 
Economic Development and Planning 2 
Growth performance,  global and sectoral 6 
The rationale of the Two-Year Approach Plan 8 
Population and income distribution 10 
The labour force 10 
Participation of the manufacturing Bector in 
groas domestic product jo 

II. THE STRUCTURE OP THE MANUFACTURING SECTOR 11 

Industrial sector by branches of industry 11 
Ragionai distribution, urban-rural location 12 
Sise distribution 
Inter-sectoral linkages 
Industrial    employment and productivity 
Capacity utilisation 
Import and export of manufactured goods 
Exports 
Capital formation in industry, investment and 
sources of financing including alternai 
financing 
Foreign aid (Foreign economic assistance) r¿} 

14 

if 

lb 
20 

1 
Pages 



1 

L 

III. C0MPARI80W OF PLAMMED WDUSTRIAl DEVELO- 
pirarr TARGETS WITH RECUIT PERFORMAMCE OP 
THE HAMUFACTURIMQ SECTOR (PAST 3-5 YEARS) 

Growth of industrial output in relation to 
OIF (Crore Taka at 1972-73 price«) 

Planned development outlay for industries 

IV. THE IMSTITOTIOMAL IMFRASTRUCTURE FOR 
IMDUSTRY AMD CCaTEMPLATED CHAMOIS 

Introduction 
Conetituente of the institutional infrastruc- 
ture for industry 
Inetitutional structure 
The national economic Council and it* exeeu- 
tive oosadttee 
The Ministry of Planning and the Planning 
Commission 
The Ministry of Industry 
The Department of Industry 
The Board of Investment 
The Ministry of Finance 
The Ministry of Commerce 
The Bangladesh Shilpa Bank (Industrial 
Development Bank) 
The Bangladesh Shilpa Sia Sasgstha (Industrial 
Credit Organisation) 
Sector Corporations for Rationalised Industries 
Bangladesh Small and Cottage Industries 
Corporation 
Bangladesh Forest Industries Development 
Corporation (BFIDC) 
Other public corporations 
Investment advisory Centre of Bangladesh 
Bangladesh Standards Institution 
Bangladesh Central Testing Laboratories 
Bangladesh Industrial and Technical Assistance 
Centre (BITAC) 
Bangladesh Council of Scientific and Industrial 
Research (BCSIR) 
Jute Research Institute 
Management Development Centre 
Institute of Business Administration, Dasoa 
University 
Bangladesh Industrial Relations Institute 
Dacca Chamber of Commerce and Industries and 
other trade and industry organisations 
Conclusion 

•• MUM FBJTUMBB OF DTOUSTRIAL DBmOFNBVT 
OBJBCKVBB AID SflUTHJT - POLICY MEASURES 
AID PROORAMsttMO OF IMPLKMBTrATICM 

Industrial dsvslopsmat objectives and strateglss 
Mvate sector Industry and changes in industrial 
policy 
Implementation 

27 

27 

28 

31 

31 

31 
32 

33 

33 
33 
34 
35 
36 
36 

36 

37 
38 

40 

40 
41 
41 
41 
42 

42 

42 
44 
44 

45 
45 

46 
46 

47 
47 

46 
50 



1 
VI. AHALTSIS OP THE HAH COHSTRAIHTS OP THE 

DEVELOPRÜT OF INDUSTRY 52 

A coherent and well-defined Industrial 
development policy 52 
Financial resource* 33 
Infrastructure 34 
Transport 33 
Energy 55 
Mater 33 
Education and training 36 
Entrepreneurs, qualified Managers and skilled 
personnel 36 
Qualified Managers 37 
Skilled personnel 38 
Growth rates of other sectors, i.e. agriculture         36 
Excessive industrial concentration 39 
Sise of productive units 61 
Sise of domestic market 62 
Incoas distribution 62 

VII. REVIEW OF PROSPECTS AHD POTEtTIAL FOB 
IWDUSTRIAL DEVELOPKBTT 64 

Raw Material endowent 64 
Small industry 63 
Energy potential 66 
Qualified Manpower 67 
Iaport substitution potential 67 
Linkage potentials with the Manufacturing sector 
and with other sectors, i.e. agriculture, 
construction 69 
Location of country in relation to Markets in 
industrialised countries 70 
Industrial cllsmte and living   conditions to 
attract foreign investment 71 

VIII. RBOIOKAL, SUB-RBOIOIAL AMD BILATHUL 
COOPERATIOR AOREEMBfTS RELATED TO HDUSTilAL 
DEVBLOPREffT 73 

Regional or sub-regional industrial programming 73 
Special trade agreement for export of 
Manufactured goods 74 

H.        REVIBf OF THE PARTICIPATIOr OF THE PUBLIC 
SECTOR,  DOMESTIC PRIVATE SECTOR AID RDLTI- 
IATI0M4L IV DTDUSTRIAL DBVELOPHEff 73 

Ownership patters - Public Sector and Private 
Sector 73 
Changes brought about after the emergence of 
Bangladesh 76 
Tmnsforsmtion of a predominant private enter- 
prise industrial economy economy to a predo- 
miarat public enterprise economy 70 
Problem faced 80 
Participation of Multinationals in Industrial 
development 82 
Regional distribution of Industry by ownership 
(Publie sad private) 82 
•ajor industrial investment projects completed 
•r budgeted for the near futur* 64 

L 



L 

X. REVIEW OF TBCHMICAL ASSISTAWCE PROJECTS 
RKEmr COMPLETED OR DI PROGRESS Df 
RELATIC* TO HDUSTRIAL M3VELOPKMJÎT 
OBJECTIVES 

United Mations Industrial Development 
Organisation (UNIDO) 
Pressât UIDP Programe 
Industry projects 

XI. POTHtTIAL AREAS OP FUTURE UMIDO COOPERATIOH 
WITH BAMQLADESH * 

Country programing 
Redeployment prospects 
Investment promotion 
Rural industrialisation 

APPEfDIX Ai    COUWTHT DATA 

APFEtDDt B:    LIST OP DOCUWEWTS AID lOOXS 

APPETOIX C:    MAP OF BANGLADESH 

APPWDIX D:    DfDUSTRT UTDER THE TWO-TEAR PLAM 
(1978-1979 to 1979-1980- 

APPHIDIX E:     HDUSTRIAL OBJKTIVES OF THE 
TWO-TEAR PLAI,  1978-1980 

AFPBTOIX Fs    OnXAWHAL STRATEBISÏ AID PRIORITIES 
OF THE TWO-TEAR PLAI, 1978-1960 

85 

85 
86 
86 

89 

89 
92 
93 
94 

97 

130 

132 

133 

134 

135 

1 



1 

L 

-  i  - 

SUMMARY AMD CONCLUSIONS 

The Background 

1. The general  economic background of Bangladesh highlights a 

number    of factors which indicate the economic and social backwardness 

of the country.    These factors are the increasing pressure of population 

on limited land,  high    population growth,  low per capita income,   high 

level  of unemployment and underemployment,  small share of manufacturing 

in GDP,   Jow yield of agricultural     produces per acre,   small  proportion 

of labour force employed in manufacturing,   illiteracy.   ìow lif«- 

expectancy,   malnutrition and  the low level  of infrastruttura! 

development  of all  kinds,   economic,   social arid  physical.    All   these 

symptoms of    under-devel opinent have pres-nted a grf«t chai lenire  to  th^ 

development planners  in Bangladesh. 

?. Bangladesh (which was  ^st Paio, s tan  then"! had no background of 

modern    industrialism at the time of the partition of the  Indian  sub- 

continent in  1947-    Nor were  ther* any  serious development  efforte macie 

to improve its lot until     after the partition  in 1947.     Before  run rging 

as an independent state in 1971 ,   however,  Bangladesh paese i  through a 

period  of planned development  for beut  two    decades as part cf Pakistan. 

To continue  the same  policy of planned economic    and  social   development, 

Bangladesh launched its First  Five-Year Plan  in July 1973    and is now 

in the final year of the plan. 

3. The major economic objectives of the Plan were:     (i)    to achieve 

5.5 percent growth in GDP per annum over the bench mark figure 

(or 8.8 percent growth    over the 197?—1973 actual)  resulting in  ?.$ percent 

annual  growth in per capita income when population was growing    at the 

rate of about  3 percent;    (ii)    to complete the work in reconstruction 

and to raise the output in agriculture    and industry to the bench 

•ark of 1969-I970;    (iii)    to arreat the rising price level of the 

essential commodities;    (iv)    to reduce the rise in the consumption of 

the   upper income group of people by putting a ceiling on income and 

wealth    as   well as by rediatributive fiscal measures;    (v)    to reduce 

dependence on foreign   aid through promotion of self-reliance;    (vi) to 

transform the institution and technological base of agriculture with 

a view to increasing output and widening   employment opportunities in 

agriculture;    and (vii)    to reduce population growth    rate from 

3 to 2.8 percent per annua. 

I 
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4. In view of the difficulties in the implementation of the First 

Plan, the Oovernaent worked out the Hard-Core Development Progranute extending 

fro« 1975-76 to 1977-78 in «ore specific and praotioal terms. The broad 

objectives of the programme have remained the same. There was, of oourse, 

a small shift in favour of the industry sector. As the preparation of the 

Seoond Pive-Tear Plan for the period 1980-85 will take a longer time and 

require adequate expertise, the Government has decided in favour of a 

Two-Year Plan (1978-79 to 1979-80) for the intervening period. The Two-Year 

Plan again remain much the same. 

Growth of the Eoonomy and Industry in Recent Years 

5. The gross domestio product of Bangladesh at 1972-73 prioes increased 

at the rates of 9.4, 2.0 and 9«7 peroent during the periods 1973-74, 1974-75 

and 1975-76, respectively. The projeoted growth rates in GDP during 1976-77 

and 1977-78 were 5.0 and 5«6 peroent, respectively. The industrial 

growth rates were 14.7 and 5.6 peroent during 1973-74 and 1975-76, respectively. 

The projeoted industrial growth rates during 1976-77 and 1977-78 were 11.6 

and 8.8 percent, respectively. The industrial growth rate was negative 

(-1.3 peroent) during 1974-75 when the ODP growth rate was only 2.0 peroent. 

The pattern of growth rates of both ODP and the industry seotor demonstrate 

considerable variations from year to year, depending perhaps on weather 

conditions and the performance of agriculture whioh inevitably affeoted 

the industrial and other seotor« of the economy. The share of the dominent 

agricultural seotor in the OOP progressively declined from 59*4 percent in 

1972-73 to 52.I peroent in 1976-77f whereas the total share of both 

large-scale and small-soale industries increased from the low figure of 6.6 peroent 

in 1972-73 to 11.2 peroent during 1976-77 for whioh the target was 11.6 peroeat. 

The aotual ODP growth figure for 1977-78 is not yet available, but it is 

expeoted to be around 8 peroent. The projeot growth rate in indumtry for 

I977-78, set at 8.8 peroent, auoh lower than that for 1976-77 "*y be aohieved. 

The industry seotor is viewed as a dynamie seotor of growth, but no major 

structural change in the eoonomy through industrialisation has yet been 

attempted or aohieved. The performamoe of the industrial seotor has improved, 

but in several sub-sectors, it is still below the 19*9-10 level. 
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The Pattern of Industrial Development 

6. Bangladesh «uooeeded in developing a few consumption goods 

industries such as textiles, food, ohemioals, etc., but it had gradually 

moved on to the production of some intermediate and capital goods. While 

t¿ere was a shift in this direction, most industrial goods produced were 

light consumption goods. Industrial production methods are more labour 

intensive and industries oonsist mainly of medium and small-sised enterprises 

producing mostly for the domestic market ezoept the jute textile industry 

which is export-oriented. 

Looation of Industry 

7. The modern manufacturing industries in Bangladesh have mostly 

oentred round the three big cities namely, Daooa including Narayanganj and 

Tongij Chittagongf and Khulna. This pattern of regional distribution 

of industry has naturally restricted employment oreaiion to oertain zones and has 

led to regional differences in industrial investment, employment and economio 

well-being. In faot the rest of the country outside the three areas is treated 

as less developed. The present polioy of the Government in regard to the 

distribution of industry, therefore, enoourageo regional dispersal of industrial 

aotivities and the location of new industrial enterprises in the non- 

metropolitan areas. 

Inter-Seotoral Linkages 

8. The pattern of industrial development in the oountry shows evidences 

of inter-eeotoral linkages which are most marked between agriculture and 

industry in particular. Industries are based mainly on looal raw materials 

and produce inputs needed for agricultural production. The future development 

of industries is to be encouraged on the basis of the advantages accruing 

from inter-seotoral linkages. 

Industrial employment, productivity, oapaoity utilisation and external imbalance 

9. Industrial employment has grown over the years, but the productivity 

of labour whioh is low needs to be raised through the training of labour 

and other methods. In most key industrial sectors, there is an under- 

utilisation of oapaoity whioh has given rise to the problem of high oosts 

incurred by the oonsumers. This is again partly due to the difficulty about 

importing amohines and parts due to the heavy deficits in the oountry's 

balance of international accounts. The value of imports far exoeeds that 

of exports and this gap is an important handioap to the oountry's economio 

development. This imbalanoe has made the oountry extremely dependent on 

foreign eoonomio assistance. The situation aggravates at times when food has 

to be imported on a substantial soale. 
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Performance of the industrial seotor 

10. The performance of the modern industrial sector whioh was all natio- 

nalized with the establishment of Bangladesh haB been very unsatisfactory. 

Almost all industries have incurred losses due to their inefficiency and 

mis-management and the Government policy of prioe control. There was no 

surplus generated within the industrial sector for reinvestment in industry. 

The industrial development banks advanced loans to these industries which 

the latter were not able to pay back. With +v i improvement in the management 

and operation of the public enterprise industries, their performance has 

been improving, but the supply of industrial capital from the institutional 

sources as well as from the public remains a serious problem. The 

improvement in the performance of the nationalized industries is, therefore, 

of paramount importance. Although the present Government of Bangladesh 

has oreated opportunities for private enterprise and foreign investment to acce- 

lerate the pace of the country's industrialization, the fact remains that 

the major industries are nationalized.  The nationalized industries must be 

managed and run on commercial lines. 

Institutional infrastructure 

11. A major bottleneck to the effioient industrial development in 

Bangladesh has been the lack or inadequacy of institutional facilities 

or services rendered to industry. A review of the functions of the various 

oategories^ of industrial institutions in Bangladesh has Bhown that they 

oover a wide range of activities. Some are concerned with the formulation 

of industrial plane as part of the national plans, the allocation of resources 

to the overall industrial sector, the formulation of national industrial 

policies and the approval of large industrial projects. Others play a 

developmental, organizational and managerial role, while some others play 

a specialized finanoing and promotional role. There are also institutions 

which support industries by rendering infrastruotural services in the form 

of industrial management and training. Some institutions render services to 

industry in respect of the standardization of products and, the control of 

their qualities. Others have undertaken the important work of scientific 

and industrial researches, both fundamental and applied. There are thus 

institutions performing industrial funotions at the macro-level, while others 

are oonoerned with suoh funotions at the micro-level, that is dealing with 

•peoifio projeots and products and their particular problems. 

1 



1 
V   - 

Need to reorganize and strengthen industrial institutions 

12. Although there are many industrial institutions to perform various 

functions, almost all of them need to be reorganized and strengthened by 

removing the obstacles that have impeded their efficient operation.    The 

present government has worked out definite industrial polioies designed  to 

create a new environment in which industry can develop and operate.    To 

conform to these policies,   industrial institutions would need to strengthen 

their organization and increase their capabilities BO that they can render 

effective services to  industry. 

Deficiencies of the institutions and action needed to deal with them 

13. There are handicaps or deficiencies from which almost all  institutions 

suffer in varying degrees.     Some of these may be pointed out.    First,  in 

general,   they lack qualified, trained and experienced staff.    There ìB, 

therefore,  the urgent  need to provide for increasing the supply of trained 

staff in the required areas.    For instance, the sector corporations are badly  in 

need    of trained managerial personnel a*d the existing facilities are inadequate 

to oope with their requirements.    The financing institutions reqaire trained 

personnel  in their areas of work such as project development and appraisal, 

finanoial analysis,  etc.    So training needs should be determined and more 

people should be trained at  all levels,  particularly when there is an exodus 

of existing trained people for various reasons the most important  of whioh ìB 

the present unattractive salary scales.     For some institutions,  it has become 

difficult to retain their trained staff because of unsatisfactory service 

conditions.    These matters were recently examined by a Pay and Services Commission, 

and conditions  in this respect were improved. 

14. Secondly, there is hardly any liaison    between the technical,  scien- 

tific and research institutions and industry and henoe the work of the former 

is not geared  to the requirements of the latter.    These institutions do not 

have the capabilities to cater to the needs of industry because they are not 

properly  staffed and equipped.    They do not have the n-^ded  expertise and 

up-to-date research facialities in the form of equipments and even teohnical 

literature. 

15. Thirdly, the organization and management of some of the institutions 

are highly oentralized.    The government has recently formulated guidelines 

governing the relations between the government and the sector oorporations/bodies 

and between the corporations and the enterprises under them.    A polioy is now 

being developed on the basis of decentralization of responsibilities and 

deoieion-making in almost all organizations. 

L 
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16. Fourthly, although the present situation is encouraging, both the 

polioy framework and the existing institutions must be so oriented as to 

bring together the entrepreneurs and the investment opportunity. Apart from 

laok of effective coordination among various agencies involved, there has 

been a insufficiency of enthusiasm and motivation in the various institutions 

and their personnels. There is an urgent need for clarifying the functions, 

delineating the respective roles of the different institutions and agencies 

involved in assistance programmes to the private sector and ensuring effective 

coordination among them. 

17. Fifthly, a situation exists in which long d layB in dealing with the 

procedural matters oonneoted with the consideration of applications for the 

approval of industrial projects and loans are involved. There is every 

reason to simplify and quioken this whole procedure. To facilitate and promote 

investment and to hasten the procedure, Borne kind of an arrangement which may 

be called a "one-door service" to the investors may be introduced. The 

"one-door service" already introduced with good results in come developing 

countries of Asia means that all the administrative procedures neoessary 

for the implementation of an investment are dealt with at one plaoe to 

eliminate red-tapeism and delays in the investment process.  A delegation from 

each institution related to investment may be despatched to the invesmtent 

institution or board concerned tc issue necessary permits and certificates 

and, when a representative is unable to solve a problem on the spot, he has 

the responsibility to coordinate with his own organization to find a way out. 

The concerned investment institution or board or agenoy will represent the 

investor to obtain neoessary papers from those* organizations which did not 

send a delegation to the investment board oragenoy. 

18. Lastly, the climate in whioh industrial institutions oan fruitfully 

operate'cannot ve viewed in isolation from the general environment prevailing 

in the country. It must be said to the oredit of the present government in 

Bangladesh that general administration is firmly established, that the law 

and order situation whioh,has greatly improved has suooeeded in restoring 

confidence of the people now working in secure surroundings and that the 

policies and priorities of the government are in the right direction. Within 

the environment now prevailing, it is expeoted that industrial institutions 

will play their full part, within the limitations from whioh they still 

suffer. One, however, oannot help feeling that effeotive steps must be 

taken to ensure that the governmental maohinery works quiokly and efficiently 
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so that the decision-making prooese at all stages and in all organizations 

is facilitated and quickened. There is no magio by which the wole machinery 

can be made to work swiftly and effectively, but what is essential is to 

oréate incentives for the officials at all levels of the government and 

elsewhere, bu suitably revising the scales of salaries and other conditions 

of service and alBo, at the same time, by installing into their minds 

a sense of devotion to honest work in the interests of the young nation 

whioh greatly suffered in the reo en t pas not somuoh from the pauoity 

of its resrouces as from the groas mismanagement of its affairs. Honest 

leadership of the oountry at the top must be able to motivate its people 

to work harder and better. 

New institutional infrastructure for industry needed 

19«     Apart from what has been said above, new institutions are needed in 

the oountry. These must include (i) a national productivity oouncil and a 

productivity unit in each sector or sub-sector of industry; (ii) an institute 

of ohemioal technology; (iii) a leather development oentre; (iv) a 

sugar oane researoh onetre; and (v) a small industries training institute 

to promote entrepreneurship development, industrial management, eto. 

20. To strengthen the institutional infrastructure for industry in 

Bangladesh in general, teohnioal assistance is required for financing laboratory 

equipments, technical books, foreign experts and consultants, fellowships 

and training and the oonduot of speoial studies aimed at reviewing, 

developing and planning the activities of the industrial institutions on sound 

and -efficient lines. 

Some constraints on industrial development 

21. Bangladesh as East Pakistan up to 1970 had a background of industrial 

development predominantly under a system of private enterprise in whioh the 

State restricted itself to industrial infrastructure building and intervened 

as a oatalyst in selected industrial seotors with the. ultimate objective of 

further stimulating private enterprise. With the oreation of Bangladesh 

in 1971, this mixed framework was completely destroyed when almost all the 

manufacturing industries were nationalized by the then Government partly 

on socialistic grounds, and partly on the need to take oare of the units 

abandoned by the non-looal businessmen. The seotor corporations were set up. 

The pattern of industrial ownership and management was basioally changed. 

The sphere of private enterprise was striotly limited to a small investment limit. 
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22. Sinoe 1974 and particularly sinoe 1975 when the present Government 

oame to power there have been again remarkable changes in industrial 

development and investment policies in favour of private enterprise 

and foreign investment. A policy of disinvestment of some of the industrial 

enterprises, on a selective basis, has been adopted.  This uncertaintly about 

Government policy towards industry has acted as a deterrent to industrial growth. 

Other constraints on the development of industry has been the scarcity of 

industrial investment resources, the damage of the already inadequate physical 

and social infrastructures like transport, energy, water, education and 

training and the lack of entrepreneurs, qualified managers and skilled 

personnel. Some other constraints include the relative stagnation in agri- 

culture keeping down the purchasing power of the general people, the limited 

market and the low income of the people. Appropriate polioy measures to 

deal with these bottlenecks will surely facilitate industrial development. 

Areas of further industrial expansion 

23. Although Bangladesh's industrial resource baBe is rather limited 

and narrow, further industrialization could be pushed forward in a number 

of dèreotions. There are opportunities for expansion in the cotton textile 

seotor if new sources of raw materials based on Bangladesh gas are available. 

The fertilizer industry based again on gas may further expand, There are good 

prospects for the growth of engineering industries. Linkage effects create 

demand for spares and components, or for agricultural tools and irrigation 

equipment, or for oomponents for the transport industry or for electrical 

accessories or equipment. There is a case for reorganization of the existing 

steel enterprise which is of basic impórtanos. Industries such as those 

using the locally available raw materials, the cement, paper and food 

and pharmaceutical industries have good prospects for further expansion. 

Another possible »rea of new industrial gowth lies in the field of petro- 

chemicals based on local natural gas. The small scale industry seotor whioh already 

contributes substantially to the industrial economy oould be further promoted 

particularly in the rural areas through the adoption of appropriate measures 

in the field of teohnology, technical skill, finanoe, marketing etc. 

Participation in regional/sub-regional/bilateral oooperation 

24*    Bangladesh has participated in regional or sub-regional oooperation 

relevant to industrial development in certain ways, Buoh as, in the setting 

up of the Regional Centre for Teohnology Transfer, the Regional Network for 

Agricultural Machinery, the formulation of industrial strategies and polioies «to. 
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The industrial    policies of the Government hava welcomed the participation 

of foreign ospitai    in the setting up of joint industrial ventures.    The soope 

in this field at one time severely restricted by the nationalization of 

industrial enterprises is now being widened and opportunities are being 

created for the establishment of joint industrial ventures on a bilateral 

basis.    Bangladesh can in fact gain a lot from teohnical collaboration and 

cooperation with other developing countries of the region in the field 

of industrial development. 

Areas of teohnical assistano,* 

23« Bangladesh whioh is listedby the United Nations as a  least developed 

country is in need of teohnioal assistance in the field of industrial development 

in many ways.    Apart from the assistance it gets from bilateral  sources and 

other organizations in the economic and industrial field,  the country's techni- 

cal assistance activities are financed mainly by the United Nations Development 

Programme  (UNDP),  partly under its allocations to assist national development 

programmes.     In the industrial projects UN IDC acts as an executing agency for 

UNDP.    There are already a number of industrial projects in 3angladesh receiving 

UNDP/UNIDO technical assistance.    To make this technical assistance 

programme more effective and fruitful in the future, action is needed  in three 

directions.    First,  for UNDP/UNIDO technical assistance,  the country indus- 

trial programming must be done more effectively than at present by taking 

aocount of the suggestions made in Chapter XI.     Secondly,  there are senoue 

gaps or deficiencies in the capabilities of the institutions which render 

important  economic and teohnioal services to industry.    The capabilities 

of these institutions need to be improved and teohnioal assistano« must be 

directed to this purpose.    This question has been discussed  in detail in 

Chapter IV.    Thirdly, attention must be paid to the integrated rural 

development programme and a strong support must be given to such a programme 

by assisting the oountry to develop an industrial ooaponent of that programme throu 

through relevant researches and studies and the building up of the appropriate 

instituttonal maohinery. 



I. THE GENERAL ECONOMIC BACKGROUND AND THE I<OLE OF 
MANUFACTURING IN THE ECONOMY 

The eoonomio background 

1. There ìB rarely a oountry in the world like Bangladesh where so 

many live in BO small an area.     Bangladesh covers an area of 55 thousand 

square miles of whioh 35 thousand square mileB are agricultural  land 

inclusive of    fallows:    8.6 thousand square miles are forest and 10 thousand 

square miles are non-oultivabi¿ land inclusive of rivers and urban areas. 

Aooording to the census of 1974,  the population of the country was 

approximately 76.4 million estiaated  to increase to about 82.7 million and 

88.7 million in 1977 and 1980,  respectively.    The average density  of population 

per square mile of agricultural  land including fallows was around  2,182 

and 2,363 in 1974 and 1977,  respectively.    It averaged 1,283 per  square mile, 

one of the highest  in the world.    The annual rate of population growth is 

estimated at around 2.8 per oent.    The large sise of the initial population 

combined with its high growth rate has exerted an ever-inoreasing pressure on 

the limited amount of agricultural land and lies at the root of the low living 

standards of the vast majority of the people of Bangladesh, about 60 percent 

of whom are said to be below the poverty line. 

2. The per ospita GNP is 1976-77 at constant prioe of 1972-73    was Taka 681m 

that is, USI 44.60 approximately while per oapita GNP at 1976-77 market prioes 

was Taka 1,208 or US$ 80.50 approximately.    In view of the low per oapita incose 

whioh is mueh less than US$ 100 and other oriteria of eoonomic and  social 

backwardness such as, the low share of manufacturing in GDP (whioh was less 

than 10 per oent), the higher rate of illiteracy (whioh is over 80 per cent), 

the high    proportion of labour force employed in agrioulture,  low life 

expectancy, malnutrition, the low level of infrestructurai development etc., 

Bangladesh was listed by the United Nations as one of the least developed 

oountries. 

3. Agrioulture (including erops, livestock, forestry and fishsry) continued 

to be the oooupation for 85 psr oent and 77*2 psr oent of the civilian labour 

force in I96I and 1974, respectively.    This eeotor still aooountsd for 

52.1 per oent of the gross dornest io product (at oonstant faetor oost ) in 

I976-77, while it aooountsd for 59*4 psr oent of the same in 1972-73. 

Agrioulture is dominated by the prodmotion of a fsw major orops suoh as 

rioe, jute, tea,  sugaroane, potatoes, etc.    The value of agricultural orops 

constituted 41,1 per oent (out of a total of 52.1 per oent)    of the gross domes- 

tic product at oonstant factor cost, in 1976-77« 
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4. While some improvements  in agriculture in recent years have been 

due to the application of the high yielding variety (YV) technology and 

other facilities or inputs such as irrigation,  the use of fertilizers etc., 

agriculture in Bangladesh is atill very dependent on the rainfall due    to 

the monzoons and is subject to occational droughts and floods.    A year of 

bumper crops due mainly to a favourable weather    will be a fe">od year for 

Bangladesh,  while a year of floods or droughts will bring a disaster to the 

oountry, destroying agricultural production and creating a famine or a 

near-famine situation. 

The role of manufacturing in the eoonomy 

5. Although the manufacturing industry is,  at present,  a growing and 

dynamic sector,  its size,  in relation to the total  economy is small,   only 

about 10 per cent and as such the economic well-being of the people  is still 

inextricably bound up with what happens to agrioulture,  the dominant  sector 

in the economy of Bangladesh.    While the present eoonomy of Bangladesh 

is still predominantly agricultural in character,  during the period from 

1947 to 1970 during which Bangladesh was part of Pakistan as East  Pakistan, 

the oountry had achieved,  under the stimulus of both state enterprise and 

private initiative,  some measure of modern industrialization based mainly 

on local resouroes and domestic markets.    The economy of    Bangladesh grew 

at an average rate of 3^8 per cent per annum during the    period from 

I964-7O, while the average growth rate in the industry seotor per    annum was 

9/0 per cent during the same period.    The growth position is shown in 

Table I. 

Economie Development and Planning 

6. Before emerging as an independent state in 1971, Bangladesh 

passed through a period of planned development for about two deoades, as 

part of Pakistan.    To oontinue the same polioy of planned development, 

Bangladesh launched its First Five-Tear Plan in July 1973 and is now in the 

final year of the Plan. 

7« The basio objectives of the First Five Tear Plan,  1973-78 ware as 

followst 

(i)   "To reduce poverty. This is the foremost objeotives of the 
Plan. It requires an expansion of employment opportunities 
for the unemployed and under-employed. It alno requires an 

aooeleratioa im the rate of growth of national inooma, aa well 
as effeotive finoal and pricing polioias for it« equitable 
distribution. 
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(ii)   To oontinue and oomplete the work of reconstruction 
and to raise output in the major sectors of the 
economy, particularly in agriculture and industry, 
to the benchmark of I969-7O as adjusted for expansion 
of capacity by 1973-74. 

(iii)  To increase the rate of growth of GDP to at least 
5«5« per cent per annum, thus appreciably exceeding the 
rate of growth of population (which was estimated then 
at about 3 per cent per annum). The target  of increase 
in full time jobs is 41 lakh, just in excess of the 
projected increase in labour force. In addition, under- 
employment will be reduced.  Efforts will be made, on a 
voluntary basis, to mobilize labour in the unorganized 
non manufactured sectors, with a view to expanding output 
and employment beyond the targets for income and employment 
set out above. It will be neoessary in this context to 
strengthen the institutional framework at the local 
level in the form of viable, development oriented local 
governments for the purpose of mobilizing both human and 
financial resources. 

(iv)   To expand the output"of essential consumption items with a 
view to provide the minimum consumption requirements of the 
masses. These items include, in particular, food, 
olothing, edible oil, kerosene and sugar. The expansion 
of employment and income for the poorer people is 
meaningful only if essential consumption good« are available 
in the aarket at reasonable and stable prices. 

(v)   To arrest the rising trend in the general price level, whioh 
has characterized the Bangladesh economy since last year 
and to stabilize, and reverse the rising trend in the prices 
of essential commodities. 

(vi)   To increase per capita income at the modest rate of 2.5 per cent 
per annum. The distribution policy will seek to ensure 
that the poorer sections of the people would enjoy a rise in 
per capita income and consumption greater than the average 
while the upper income groups would have to forego a rise 
in per oapita income and consumption. This is to be attained 
by various direot measures suoh as putting ceilings on inooae 
and wealth as well as by redistributive fisoal measures. 

(vii)  To consolidate the gains made so far in the sooialist trans- 
formation of Bangladesh; to extend by stages the sphere of 
State participation, consistently with the ability of the 
State to manage and organize efficiently; to ensure a wider 
diffasion of economic opportunities in the self-employed 
sectors in the urban and rural areas; and to change the 
institutional framework of the eoonomy of Bangladesh at 
a paoe consistent with oooomitant ohanges in social and 
political attitudes , motivation, organization and mobilization 
of effort. 

(vili) To reduce dependence on foreign aid over time through mobili- 
zation of domestic resouroes and the promotion of self-reliance. 
Maximum efforts will he made to achieve the expansion and 
diversification of exports and an efficient pattern of import 
substitution to reduce the foreign exchange gap. Import 
substitution in the critical sector of intermediate goods, 

L 
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Buoh as fertilizer, cement, and steel- will be pursued 
to the limits of effioienoy with a view to reducing 
dependence on uncertain external supplies, 

fix)  To transform the institutional and technological base of 
agriculture with a view to attaining self-sufficiency 
in foodgrains, widening employment opportunities in 
agrioulture and stemming the flow of labour force to the 

cities, 

(x)   To lay the groundwork for an ambitious programme of popu- 
k latiS planning and control; to ensure the total commitment 

of the political leadership and social consciousness to 
thiB most critical bottleneck to development efforts in 
Bangladesh; to build up an appropriate institutional 
framework for population planning; to experiment with 
a wide variety of techniques of family planning while 
retaining flexibility of approach in the light of continuous and 
close evaluation and research. To attain a reduction in 
the growth rate of population from 3 to 2.8 per cent per annum, 

(xi)  To accelerate the rate of development expenditure and remedy 
the glaring deliciencies in the traditionally neglected fields 
of social and human resources development by improvement m 
education, health, rural housing and water supplied, etc., 
all of whioh will also help improve general capability 

and efficiency of work, 

(xii)  To ensure a wide and equitable diffi.ion of income and 
V     employment opportunities throughout Bangladesh by ••«***£• 

combination of projects and programmes designed to harmonize 
the requirement of economic effioienoy with the considerations 
of spatial equity. To promote mobility of labour to the 
areas of expanding economic opportunities." 

8.     The major economic objectives of the plan were:  (i) to achieve 5-5 

per o.nt growth in GBP per annum over the bench mark figure (or 8.8 per cent 

growth over the 1972-73 actual) resulting in 2.5 P« cent annual growth 

in per capita income when population was growing at th. rate of about 

3 par cent, (ii) to arrest the rising price level of th ntial commodities; 

(iv) to reduce the rise in the consumption of the upper income group of p.o,l. 

by putting a ceiling on income and wealth a. well a. by redi.tributive fiscal 

»aaaures, (v) to reduce dep.nd.no. on foreign aid through promotion of 

..aliano.; (vi) to tranafor. the institutional and technological base 

of agriculture with a vi.w to incr.a.ing output and wid.nin« employment 

opportunity, in agriculture; and (vii) to reduce population growth rat. 

fro« 3 to 2.8 p.r o.nt per annum. 

1/ Planning Oo-i.sion, Ocv.mm.nt of th. P.opl.'. public of B»fl«d.rt, 

" Th. First Fiv.-Ear Plan, 1973-1978, pp. 9-10. 
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9« The objectives of the Plan were thus many and varied and    were 

undoubtedly   both economically and sooially desirable.    The size of the 

financial outlay of the    plan was Taka 4,455 orore of which    Taka 

686 orore was to be non-investment development    expenditure      About 89 per cent 

of the total financial outlay of the plan    was to be inourred  in the public 

sector and the remainder was allocated to the    private sector.    About 

40 per oent of the total plan outlay was expected from external capital  inflow. 

10. The oountrh,  however,  did not have the resources for the implementation 

of the First Five-Year Plan.    The experience of the first two years of the 

plan was frustrating.    Expenditures in ourrent prioes during the first two 

years was far behind the plan provision in real terms.    There was a substantial 

short-fall in   the levels of development effort during the period.    Moßt of 

the planned targets were not fulfilled and the gross domestic products was below 

the 1969-70 level.    In fact,  the First Five-Year Plan was formulated in the 

background of rehabilitation and reconstruction of the economy of Bangladesh 

whioh,  at liberation in 1971,  inherited a war-torn economy,  a weak administration, 

and a poor law and order    situation and a political and sooial olimate whioh 

had not favoured eoonomic and sooial development. 

11. The performance of the first two years of the First Five-Year Plan 

fell short of expectations   and as suoh the Government decided to re-examine 

the whole plan in the beginning of its third year.    As a result, the Hard 

Core Programe   for the remaining three years of the plan was prepared.    The 

Programme did not go in   for any major ohange in the economic and social objective« 

of the First Plan.    The main feature« of the Hard-Core Programme were a« 

follow«t 

(a) To undertake and formulate a aet of policies whioh would 
help in realising the objective« of the Plan to the 
maximum extent within the limit of the available resource«; 

(b) To protect the programan with such projects as would make 
the programme stable and sustained by re-struoturing 
prioritie« such as: 

(i) to ensure the efficient use of the existing productive 
capacities through complementary investment; 

(ii) to attach priority to those seotors and sub-sector« 
whioh would yield output at the shortest possible time, 

(iii) to identify programme and project« for the future to 
aohijve the overall objectives, 

(iv) to oomplete the on-going projeot« whioh are in advanced 
«tag« of completion, 

(T) to expedite completion of aided project«. 

(0)   To strive not only to maximize short-term growth but al«o promote, 
through restructuring investment priorities, the long-run growth 
prospect, l/ 

1/ The Planning Commission, Oovernwment of the People'« Rep. of Bangladeshi    The 
Two-Tear Approach Plan, 1978, pp.  20-21. 
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12. The Pirat Five-Year Plan of Bangladesh oovering the period from 

1973 to 1978 for could not be fully implemented.    The Government therefore 

worked out a 3-year Hard-Core Development Programme extending from 

I975—I976 to I977-I978 for implementation by annual development budgeting. 

The main objective of this 3-year programme remained the same,  namely,  the 

priority to the development of the agrioulture sector.    Sinoe the establishment 

of Bangladesh the growth of GDP slowed down below the population growth rate 

and hence the main thrust of the development     programme was to raise the 

growth    rate to a reasonable level that would ensure an improvement  in the 

material conditions of life.    The strategy for  this was to raise the  size of 

the development programme.    Though the highest  priority was still given to 

agriculture it was acoepted that for stable growth,  the industrial  sector 

must  increasingly assume greater importance and that the allocation of 

resources would gradually be tilted in    its favour. 

13. The overriding consideration in the determination of the size of the 

programme was the availability of resouroes.    The size was fixed at Taka 

3,700 orore of whioh Taka 960 orore would be from domestic resouroes and  the 

remaining Taka 2,740 crore from external resources.    The programme was thus 

dependent on the availability of external resources to the extent of about 

74 per oent of the total resources required for the implementation.    Whether 

this was again a realistic approach to tue formulation of the programme was 

a matter for serious consideration.    Table 2 shows the break-up of sectoral 

allocations reflecting relative priorities in the First Five-Year Plan and 

the Hard-Core Programme in the public sector. 

14. In the Hard-Core Programme,  20.38 per cent of the resouroes has been 

allocated to the industry seotor as against 18.70 per cent under the First Five- 

Year Plan.    There was a shift in favour of the industry sector. 

Growth performance, global and sectoral 

15. The pattern of investments in development programmes from 1972/73 to 

1976/77 in the Government sector inoluding the industries sector is shown 

in Table 3 and the rates of growth and in industry are shown in Table 4. 

16. The gross domestic product at 1972-73 prioes rose at the rates of 

9.4,  2.0 and 9-7 P«r oent during the periods 1973-74,1974-75 and 1975-76, 

respectively.    The projeoted growth rates in ODP during 1976-77 and 1977-78 

were 5.0 and 5.6 reipectively.    The industrial growth rates were 14*7 and 

5.6 psr oent during 1973-74 and 1975-76, respectively.    The projeoted 
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industrial growth rates during 1976-77 and 1977-78 were 11.6 percent 

and 8.8 per cent respectively.    The industrial growth was negative 

(-1.3 per cent) during 1974-75 when the GDP growth rate was only 2.0 per cent. 

The patterns of growth rates of both GDP and the industry sector demonstrate 

considerable variations from year to year,  depending perhpps    on the weather 

conditions and the performance of agriculture which also inevitably affected 

the industrial and other Bectors of the economy. 

17. Table 5 shows sectoral  shares of gross domestic product  (at constant 

factor cost)  in percentage during the years from 1972-73 to 1976-77.    The 

figures show that the share of agriculture in the groBS domestic product 

has progressively declined from 59.4 per cent  in 1972-73 to 52.1 per cent in 

I9766-77,  whereaB the total  share of both large-scale and Email-scale 

industry increased  from the  low figure of 6.6 per cent  in 1972-73 to 11.2 per 

cent daring 1^76-77-     The share of trade services     increased  from 8.7 per cent 

in I972-73 to  I3.4 per cent  in 1976-77.    There have been no appreciable changes 

in the relative shares of the other sectors.     The changes in the relative shares 

of the sectors in the gross domestic product are Borne indication of the diver- 

sification of the economic structure of the country through industrialization 

and the growth of service industries. 

18. Table 6 shows the gross domestio product of Bangladesh at oonstant 

price of 1972-73 from    1972-73 to 1976-77, whereas Table 7 shows its gross 

domestic product at current price during the same period.    Both tables 

show the changes in GNP, population and per capita national income. 

19. The Hard-Core Programme (1975-1978) envisaged a development outlay 

of Taka 3,700 orore.    About 81 per oent of this total was to bs realised by 

the end of the programme period.    An average annual growth rate of 6.3 per 

oent in QDP ìB likely to be achieved.    The economy witnessed a growth rate 

of 9.7 per oent in    1975-76 and I.7 per cent in 1976-77.    A growth rate 

of 7.8 psr oent projected for 1977-78 is expected to be realised.    The overall 

growth-rate during this plan psriod is estimated at 6.1 per oent per annua 

against the plan target of 8.8 per oent.    The achievement during the last 

five years has been muoh less than the original targets.    There are only two 

seotors in whioh the growth target has been either exoeeded or reached. 

These are power and gas and   trade, transport and other servioes.    Thar« were 

substantial shortfalls both in agrioulture and manufacturing.    Tabla 8 

shows the growth of ODP and per empita inoone at 1972-73 prioes during 

the Firrt Five-Tear Plan period. 

1 
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20. GDP rose by about 3 per cent only during    1976-77 as against 

the expected growth of 5 per cent  for the year and the actual growth rate 

of 9.7 per cent  in 1975-76.    The reduction in the growth rate primarily 

reflected the unexp -oted setbaok in the agricultural seotor.    Agricultural 

production recorded P. decline of O.5 per cent during 1976-77 as against a 

marked increase of 9.9 per Cant in 1975-76.    The negative growth rate    of 

the    agricultural sector should not, however, be attributed to the unfavourable 

wheather conditions alone aB over a large part of the year food grain prices 

ruled at levels which were even notably lower than the Governments procurement 

prices.    The low level of prices might have discouraged farmers from making 

investment in fertilizers,  seeds and pesticides and might have also discou- 

raged the use of pumps of other    irrigation equipments.    In the industrial 

seotor,  the growth rate    picked up from 5.5 per cent  in 1975-76 to 

9.I per oeftt  in I97Ó-77.    The better production programme    did not,  however, 

appear to have been accompanied by any appreciable improvement in efficiency 

levels, as several of the nationalized industries continued to suffer losses. 

21. Table 9 shows the contribution of the various sectors to the growth 

in GDP.    It will be seen that there lias been very little change in the 

structure of the eoonoay.    The prédominance of the agricultural sector and 

trade, transport and other servioe« is obvious.    There is a minor shift towards 

manufacturing and construction. 

The rationale of the Two-Year Approaoh Plan 

22. A very substantial part of the work under the First Five-Year 

Plan (1973-78) cannot be completed by the end of June, 1978.    The reasons 

are the late start,  the lack of implementation, the rise in general prioe 

level, resources constraint, etc.    When the time for the preparation of the 

Second Plan oame in 1977» two views were expressed.    One view favoured the 

launohing of the Seoond Plan with effect from July I978 for maintaining 

continuity in the planning   process.    The alternative view put forward by the 

Planning Commission was to defer    the Seoond Five-Year Plan up to July I960 

and to prepare a programme-oriented Two-Year Plan for the    intervening two 

years i.e.  I978-8O.    Other grounds for postponment were:    (i)   the poor 

performance of the First Five-Year Plan,   (ii)    inadequate data base for the 

planning exercise,     (iii)    shortage of technical staff and economists in the 

Planning Commission and in executing   agencies,  (iv)    inadequate administrative 

and    organizational support for the implementation of the plan, and (v) 

oarry over of a large number of on-going projeots whioh would limit the 
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funding    of new projects etc.    Moreover,  the formulation of the 

Second Five-Year Plan on realistic and sound lines woule require quite 

some time.    Therefore,  a Two-Year Plan was preferred to a "plan-holiday", 

to be followed by the Second Five-Year Plan to be    launched  in July I960. 

23. The objectives of the Two-Year Plan were stated as follows: 

(i) To achieve a rate of growth of GDP of  5»° per cent  per 
annum,   thuB ensuring an increase in per capita GDP. 

(ii)        To develop the rural economy with special emphasis 
on raising produccivity in agriculture.    Employment 
opportunities will also be expanded for the  landless 
ani the rural poor on and off farm,  through better use 
of local human and natural resources.     The main focus 
of rural development  strategy will be  on reduction of 
poverty. 

(iii) To improve provision of basic needs such as food, 
clothing, drinking water, and health and education 
facilities for the development of human resources. 

(iv) To create additional facilities for training unskilled 
workers with a view to finding employment at home and 
abroad. 

(v) To intensify multi-sectoral population and family planning 
programme. 

(vi)       To hold the price line,   especially of essential commodities. 
Inoentive prices for farm goods,  specially,  rice and jute, 
will be ensured. 

(vii)     To improve efficiency of the public sector and provide 
greater opportunities incentives and training to the private 
sector. 

(viii)    To meet critical gaps in the system of transport and communi- 
cation and to expand the use of natural gas. 

(ix)       To move towards self-reliance in respect of self sufficiency 
in major foodgrains,  reduction of dependence on foreign aid 
and making public sector enterprises self-financing. 

(x) To foster increasing mass participation in economic and social 
development programmes.     In   this    context,  viable development 
oriented local government institutions will be strengthened for 
mobilizing both human and financial resources,    l/ 

24. The strategy of the Two-Year Plan aims at    (i)    the growth of employment 

by adopting labour-intensive methods of production;     (ii)    the use of local 

resources both material and human,     (iii)    rural    development;    and (iv)    the 

improvement    of development administration and the implementation of on-going 

projeots.    The plan seeks a oompound rate of growth of 5.6 per cent during the 

Plan period (1978-79 to 1979-80) and a 2.8 per oent inorease in per oapita GDP. 

1 

1/ Planning Commission, Government of the People's Republic of Bangladesh:    The 
Two-Year Plan, 1978, pp. 68-69. 
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Population and inoome distribution 

25»     Bangladesh is a poor country with on« of the lowest of the per 

oapita incomes.  The distribution of inoome is unequal, although it is 

difficult to quantify it in the absence of sufficient statistical data. 

It is reported in a recent World Bank Report on Bangladesh -* that the 

highest 20 per cent of the population own 40 percent of the national 
2/ 

inoome s.    The majority of the population of the country, about 

60 per oent of the total, l^ve below the poverty line. 

The labour foroe 

26.     The total labour foroe of Bangladesh is estimated at 26.2 million, 

the break-up among agriculture, industry and services in percentage beinfe 

78, 7 and 15 respectively as shown in Table 10. 

27»     The labour foroe in Bangladesh is continually increasing 

and is characterized by a high degree of unemployment and underemployment. 

About 25 per cent of the agricultural workers are landless workers and about 

30 to 40 per cent of the total labour force are unemployed. This state 

of the economy means a colossal waste of a valuable national asset that is 

labour. 

Participation of the manufacturing sector in gross domestic product 

28.     In the foregoing discussion under sub-heading "Growth Performance, 

Global and Seotoral", the role of manufacturing in the total economy has been 

demonstrated in terms of its contribution to the gross domestic product 

and it need not be repeated. The manufacturing sector is viewed as a 

dynamio seotor of growth and it regarded as the centre-piece of the development 

prooess, although a structural change through industrialization yet remains 

to be achieved. The manufacturing sector is looked upon as a means of 

achieving improved living standards, a broader distribution of inoome, greater 

self-reliance and diversification of the eoonomy and above all aB a means 

of oreating greater employment opportunities. 

1 

\J The World Bank«    Bangladesh:    Current Eoonomio Situation and Development 
Polioy Issuer, May 19# 1977t p. 1 of 2 pages. 

2/ Ibid., p.l of 2 paga*. 
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II.    THE STRUCTURE OP THE KANUFACTURIMQ SECTOR 

Industrial sector by branchée of industry 

29. The present structure of the manufacturing industry in Bangladesh 

iß composed of the major industry groups as shown in Table 11.    The 

picture of industrial  development in Bangladesh was undoubtedly en- 

couraging,  if one went by the nature and extent of her industrialization 

right up to I97O.    With little or no industrial base in 1947,  the year 

of the establishment of Pakistan of which Bangladesh was a part as 

East Pakistan, the performance of Bangladesh in the field of manufacturing 

industry over the yearB had been impressive.    The annual compound mrowth 

rate of the large-scale industries during the 5 years from 1964-65 

to 1969-7O was 16.1 per cent,  in contrast to a 9.3 per cent growth rate 

during the preceding five-year period.    Small-scale industries exhibited 

a growth rate of 2.7 per cent during both those five-year periods. 

30. The number of registered factories in Bangladesh in 1976-77 were 

2,976 of which 5I6 (excluding handloom factories) were in the textile 

group;  576 in the chemical and chemical products group;  572 in the food 

manufacturing sector; 206 in the footwear,  other wearing apparel and 

made-up textiles; 228 in the metal products except machinery and equipment; 

147 in the leather and leather products group; and 147 in the printing, 

publishing and allied industries.    Table 11 also shows the number of 

registered factories by major industrial groups in Bangladesh fro« 

1969-70 to 1976-77. 

31. The gross value added by manufacture by major industrial groups in 

1969-70,  1973-74, 1974-75 and 1975-76 are shown in Table 12, whereaa 

employment by major industrial groups in 1969-70, 1973-74,  1974-75 and 

1975-76 are shown in Table 13.    In addition there are a large number of 

non-registered small-sea^» units. 

32. airing 1969-7O this jute industry produced 56I thousand tons of jute 

goods (hessian,  sacking, carpet backing,  etc.) declining to a total of 

49O thousand tons during 1976-77.    The cotton textile industry produced 
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IO5.6 million lbs.  of yarn and 59 million yds.  of cloth in 1969-70, 

it produced 82.4 million lbs.  of yarn and 68 million yards of cloth 

in 1976-77.     The sugar industry produced 88 thousand tons in 1969-70, 

it produced 68 thousand tons in 1976-77.    In 1969-70,  the cement 

industry produced 53 thousand tons;  in 1976-77 it produced  308 thousand 

tons.    A total of 455 motor vehicles were assembled in 1969-70 whereas 

in 1976-77,   the total number of motor vehicles assembled were 931. 

These figures would show that even  in 1976-77,  in several  industrial 

sectors,  the level  of production had not reached that of 1969-70, 

although there were gains in a few fields. 

33. In general the picture was that Bangladesh succeeded in developing 

a few consumption goods industries such as textiles,  food,  chemicals, 

etc., but it had gradually moved on to the production of some intermediate 

and capital  goods.    Por example,  Table 11  shows that the number of basic 

metal  industries factories in 1969-70 was  35;  in 1976-77 it had risen 

to 48.    The establishments for the production of machinery except 

electrical  machinery numbered 88 in 1969-70;  in 1976-77 the number in- 

creased to 114.    The number of factories producing electrical machinery, 

apparatus,  appliances and supplies rose from 34 in 1969-70 to 38 in 

1976-77.    While there was a shift in this direction, most industrial goods 

produced were light consumption goods.    Sectoral  industrial  targets 

as set under the 3-year Hard-core Programme are shown in Table I4. 

Regional distribution, urban-rural location 

34. The location of industry is an important aspect of the industrial 

development of a country.     It really means the location of work and hence 

the geographical distribution of industry indicates the distribution 

of industrial labour force in a country.    The modern manufacturing 

industries in Bangladesh have mostly centered around the three big 

cities, namely,  Dacca including Narayganj and Tongi, Chitta^ong and 

Khulna.    This pattern of regional distribution of industry has naturally 

restricted employment creation to certain zones.    The rest of the 

country is treated as less developed. 

1 
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35'    In 1973-74, there were 62 cotton textile mills under the 

control of the Bangladesh Textile Industries Corporation.    Of this 

total,   14 mills were located in Chittagong including the Chittagong 

Hill  Tracts and 27 mills were located in the Dacca area.    The rest 

of the mills were distributed all  over the country.     Of the 77 jute 

textile mills existing in 1976-77,  employing some 13?,000 permanent 

workers, most of theai are located in the  Dacca,  and  Khulna and Chitta- 

gong areas.     These two major industries are highly concentrated and they 

together accounted for an employment of 226,359 persons out of a total 

industrial  employment of 373,933 persons  in 1975-76.     Other industries 

also have tended to locate themselves in or in the neighbourhood of 

the three areas, namely,  Dacca,   Chittagong and Khulna due to the pull 

of the urban markets and other facilities available in large towns. 

The geographical distribution of manufacturing industry in Bangladesh 

is pretty uneven,  although there are a few manufacturing establishments 

thinly spread all over the country.    Handloora factories are mostly located 

in certain specified areaB such as the Pabna district,  whereas the 

small-scale and cottage industries are more widely dispersed. 

36.    In both developed industrialized countries as well as developing 

countries,  the metropolitan areas offer many locational advantages,  such 

as    markets and infrastructure advantages and,  as such, are preferred 

for the location of industrial activities.    An undue concentration of 

industry and industrial population has,   however, been accompanied by 

certain economic and social disadvantages like higher labour costs, 

lack of space for further expansion and consequent cramped fr.ctory layouts, 

undue pressure on the basic services such as the supply of water, 

electricity,  housing,  etc.    Locational difficulties in the few metro- 

politan areas have brought to the fore the advantages of, and the need 

for, non-metropolitan and rural  locations now being encouraged by the 

Government of Bangladesh through the creation of infrastructural  facilities 

and the adoption of appropriate policy measures.    The Government fully 

appreciates the dispersal of industry and the location of industry 

in Hie non-metropolitan and rural areas.     The Government has designated 

L 
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the "less developed areas" which include the whole country excluding 

only the major police station area« in the industrial zones of 

Dacca, Chittagong and Khulna.    Operative incentives are given by the 

Government for location of factories in the "less developed areas" 

than in the already established industrial zones in the main urban areas. 

37. If one goes by the distribution of population between urban and 

rural areas,  it will be seen that the whole country is practically 

rural and as such there are promising growth possibilities in the non- 

urban rural areas.    The estimated percentages of distribution of 

population in Bangladesh by urban and rural areas were 8.8 and 86.8 

respectively in 1974.    The regional distribution of industry is further 

discussed in chapter IV. 

Sise distribution 

38. The annual censuses of manufacturing industry gives some idea of 

the structure of established industries and their sises, although the 

information is not complete.    The factories employing less than 10 workers 

are not covered by the censuses.    Table 15 compiled from Tables 4.7 

and 4.8 of the Summary Statistics of Census of manufacturing industries, 

1970-71 gives some information on the number of establishments,  fixed 

assets,  employment, value added by major industry groups.    As small- 

scale and cottage industries are not covered by the census, the table 

probably does not cover more than two-thirds of the total industrial 

output.    Por lack of information on industrial factories, no sise 

distribution of groups of establishments in terms of employment or fixed 

assets can be worked out, though the average sise of the establishments 

in major industry groups can be determined.    The average sises of 

establishments in major industry groups important from the employment 

considération, namely,   food, jute textiles,  cotton textiles, chemicals, 

metal products excluding machinery, are shown by dividing the total 

number of workers by the total number of establishments in each group. 
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Inter-secto^i  Hi»i~fp« 

39*    The question of linkages should be viewed M linkages between 

primary, secondary and tertiary sectors and between different industries 

or industry groups within the industrial sector.    The objective to study 

linkages is to identify sectors and industries whose development 

would maximise eaployaent expansion consistently with overall econosdc 
growth. 

40. In the process of formulating the industrial development programe 

of Bangladesh (then Bast Pakistan) fro« the very beginning, due attention 

was given to the question of inter-sectoral linkages or interrelationships 

between the broad agricultural sector including livestock,  fisheries 

and forestry, the manufacturing sector and the tertiary sector.    There 

was a disruption in linkages after the secession of Bast Pakistan (now 

Bangladesh) from Pakistan when the economy of the whole country was 

largely developed on the basis of inter-wing interdependence.    Several 

important material inputs, intermediate goods and consumer goods were 

previously imported from Pakistan which source was lost with the separation. 

Host raw cotton, yarn and thread, tobacco and mustard seeds, cement, some 

pharmaceuticals and other chemicals come under this category.    The 

results were obvious shortages of these commodities.    Again the import 

of raw materials from abroad was difficult as the sources of supply 

were not sorted out; there was the worldwide shortage of shipping 

space; there was a shortage of oil; and the port facilities were inadequate. 

41. Several major industries had, however,  strong linkages with other 

sectors.    The jute textile industry developed mainly on the basis of 

the local «apply of raw jute.    Other examples are sugar,  fruits and 

vegetables,  tobacco, tea, fish, leather,  timber, gas, clay and li»estone. 

The industrial resource base of Bangladesh is rather limited.    In 

particular, howevar, natural gas may offer considerable opportunities 

for industrial development, especially for that of a petrochemical 

industry.    Utmost importance has been given to the development of 

industries producing fertiliser, power-pumps, tube walls, pesticides, 

1 
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sprayers and power tillers, providing inputs to agriculture.    Attention 

has been given to gradually developing through linkage effects to 

feed inputs to other sectors,  for example,  transport and other industries, 

namely,  machinery and electrical goods.    Attention has also been given 

to encouraging the growth of indigenous and seni-indigenous technology 

through research and adaptation.    The small cottage and village 

industries are encouraged for spatial  dispersal and for promotion 

of private sector efficiency and are complementary to the large-scale 

industries.    While the emphasis has been on the growth of import 

substitution industries based on domestic raw materials,  a major 

export industry,  the jute textile industry has been developed on the 

basis of the locally available raw material.    Attempts have also been 

made to promote newer products (e.g. ores) for export;  leather and 

leather products are another subsector of industry that has been developed 

on the basis of locally available hides and skins. 

42.    Por lack of input-output statistics,   it is not possible to quantify 

the linkages.    The pattern of industrial development in Bangladesh 

however demonstrates the evident existence of linkages among the 

different  economic sectors of the country.    Albert 0.  Hirschman has 

referred to two typeB of linkage effects.    First,  the input provision 

derived demand,  or backward linkage effects, i.e. every non-primary 

economic activity, will induce attempts to supply through domestic 

production the inputs needed in that activity.    Second, the output 

utilization, or forward linkage effects, i.e.,every activity that 

does not by its nature cater exclusively to final demands,will induce 

attempts to utilise its outputs as inputs in some new activities.    Hirsch- 

man continues,  "Development policy must attempt to enlist these well- 

known backward and forward effects; but it can do so only if there 

is some knowledge as to how different economic activities "score" with 

respect to these effects.    Ordinarily economists have been content 

with general references to the advantages of external economies, com- 

plementarities, «UBulative causation, etc.    But no systematic effort 
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has bean Bade to describe how the development path ought to be sodi fi ed 

•o as to maximise these advantages even though the existence of 

input-output statistics    supplies us with a few tools for an analysis 

of this kind".i/ 

Industrial Employment and Productivity 

43*    Table 17 shows the nuaber of workers in major industries, 1965-72. 

The total nuaber of workers in 1972 was only 209,980.    Table 18 

shows that industrial establishments eaploying less than 10 persons 

employed 22,073 workers in 1972.    Table 13 shows the average daily 

employment by major industry groups from 1969-70 to 1975-76.    In this 

table, the figures of handlooa factories are not included from 1973-74 

to 1975-76.    The total employment in 1975-76 was 373,933 while it was 

307,404 in 1973-74.    Total employment increased between these two periods. 

44*    Industrial productivity is a matter of fundamental importance 

and depends on many factors.    Noreoever,  the criteria of productivity 

measurement in the developing countries are different from those in 

the developed countries.    In general, however, as the supply of labour 

is abundant in relation to capital supply in developing countries, 

these countries tend to adopt labour intensive techniques of production 

in their attempt to economise the use of capital, whereas the developed 

countries where labour is scarce and capital is plentiful adopt the 

capital intensive methods of production in order to economise the use 

of labour.    This arrangement is generally expected to ensure the 

efficient use of the resources in industry that is, to ensure 

industrial efficiency.    It is, therefore, important to consider industrial 

productivity in terms of the efficiency of labour in the context of 

Bangladesh, although industrial productivity will depend on many other 

factors.    The fundamental human problems of industrial productivity 

in a least developed country like Bangladesh often relate to such basic 

matters as regular working habits, reduced absenteeism, improved 

literary and vocational training, although it must at the same time be 

appreciated that it is also predominantly a function of management 

development and technical services. 

1/ Albert 0. Hirechman: The Strategy of Economic Development, 1958, p. 100. 
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4>   Available evidence« are that the Bangladesh industry is inefficient.^/ 

Ine major nationalised industries are incurring losses and the private 

industry is also handicapped in aany ways.    "Riere is a need to 

create efficient industry, both public and private, because only an 

efficient industry can generate surplus needed for further development 

and creating employment.    The principal bottlenecks, in present 

circumstances, are lack of labour discipline, lack of Managerial ability, 

lack of trained Manpower and skill and lack of appropriate institutional 

arrangements for industrial development and promotion,  such as, for 

standardisation, quality control sad testing facilities and productivity 

increase. 

46. The paramount need for productivity increase« in Bangladesh 

industry is to set up a Rational Productivity Council and productivity 

units in each factor of industry about which More will be said in 

Chapter IV. 

Capacitar Utilisation 

47. Industrial productivity and production in Bangladesh can be 

increased substantially by more intensive use of existing capacity. 

Studies of this problem in Bangladesh indicate that not only the machine 

rated productivity has not been attained but there has been reduction 

in productivity levels compared to the past in some units.2/ 

48. Table 19 indicates production by certain key industries.    Although 

figures shown in Table 19 go up to 1974-75, «till these areas are a broad 

indication of the low capacity utilisation in the key industrial sectors. 

Recovery of industrial production still remains to be achieved.    There 

is much unused capacity according to the official figures.   This is due 

1/ The first Five-Tear Flam of Bangladesh, p. 245 

2/ The First Five-Tear Flan of Bangladesh, p. 246 
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partly to th« result of the previous establishment of units with 

capacity far beyond the ability of Bangladesh to pay for the 

imported inputs required to keep thea going and partly to the direct 

result of continuing iaport shortages arising fro« the need to save 

foreign exchange fro« purchasing raw Materials and spares, inexperienced 

aanageaent and frequent labour unrest. It is clearly undesirable 

to add to industrial capacity in general unless the iaport of intermediate 

goods can be increased. 

49* Although the situation in regard to capacity utilisation aight 

have iaproved recently due to the creation of a «ore favourable 

industrial cliaate due to changes in the industrial and investaent 

policies of the governaent initiated since 1976, there are reasons 

to believe that there is still considerable under utilisation of 

capacity in the industrial sector. As the World Bank report on Bangla- 

desh issued in 1977 stated: 

"The overall index of industrial production has yet to reach the 

I969/7O level the peak reached before independence, and capacity 

utilisation reaains at low levels, perhaps less than 50 per cent 

in aost industries. A aore efficient utilisation of industrial 

capacity in Bangladesh reaains a serious probiea.M^ 

Iaport and Export of Manufactured Goods 

50. Inevitably it is necessary for Bangladesh to iaport a wide variety 

of raw «ateríais which are not available in the country either in crude 

or Manufactured for«. Further, there are nuaber of coaaodities that 

Bangladesh could not hope to be able to produce economically, for lack 

of production know-how, technical •kills and access to large enough 

aarkets to aake possible significant economies of scale. The aarket 

l/ The World Banki Bangladesh: Current Bconoaic Situation and Development 
Policy Issues, Hay, 1977, p. 9, 
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for «may nigftly BU«ufactur«d producta it ••Hl in Banglad««h and hence 

it e« u««fully «poetali»« in ih« production of eoa» iteaa, relying 

M iaport« for the «upplie« of other«.    Thor« «re thus the general 
eoaatraint« of the site of amrket« and econo.de. of «cale and, in spite 

of tat»«, i«port «ub«titution «till go« <*» •** *mo *"orU conii"»8 

to ho aud« to «xplor« «reim«« of export promotion.    In th« long run 

May thing, currently iuport«d can b« provided fro« Bangladeoh'« 

ow production.    Import requirement« nay he effectively eaaed if oil 

•ay M di«eov«r«d in th« Bay of Bengal and if food iaport« could be 

«»bstamtially r«duc«d through th« incraa.« of production and productivity 

at BOM «md if alao oth«r crop« and raw «ateríale, naaely, rubber, 

eoffoo, limo-toa«, «to. could M dom««tically producd.   While the.e 

aoomihilitio« ar« th«r«, Bangi«*«« continu«« to iaport a wi«ty of 
aaaufactared good«, raw material« aad food.    Tabi« 20 «how« th« principal 

manii I111— importod into Bangladesh froa for«iga countri«« fro» 1973-74 

to 1976-77. 

51.    I« «pit« of iaport amhatitatiom, Bangi ad.eh ha« to «ubrtantially 

iaoroaa« it« «sports n«odod to pay for it« incra»««d quantiti«« of 

iaport«.    labi« 21 «ho»« th« eoapoaitioa of «xporta fro« Banglad««h to 

feroiga ©omatrieB in volume.    It «ill b. ««on that ao.t of th. item« 
except jato ammafactarea «ad Bowoprlat «ad papar eon.i«t of agricultural 

raw «aterial. aad ran «at«rial« in «eai-proc««««d fora lik* l«ath«r and 

hide« aad skia«.    »• «xport baa« of th« country i« «xtr«a«ly narrow. 

«M tab!« «how tao extrema dopondone« on jut« aanufactur«« which have 

aot very good loag-rm proal««,    »o «tudio« of th« potoatial of jut« 

«a am ««port amtorial« aad of th« markat for jut« "Baufactur«« hold 
that tao lapon«ni of juto i« declining in th«   developed area« of th« 

«arid with «one exceptio*., aad expanding oaly in th« der el oping araaa 

aootly la th« Iadiaa amb-eoatiBeat it«elf.    The doeliae in tho importance 

•f Jut. baa boom da« to two powerful force..   Oa« i« th« movement to bulk 
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transport which hap tended to reduce the demand for packaging material 

and the other i a the widespread use of synthetics to replace jote 

when packaging continues to be required as well as other uses such 

as carpet bagging.      The capacity of synthetic substitutes to compete 

with jute is very strong and jute can only retain its importance in 

competition with ether substitutes by maintaining its relative cheapness 

in the international market which again swans an efficient production 

o. jute and jute manufacture«.    The jute industry, however, could not 

be considered to be an expanding industry and, as its position in the 

future is not promising, Bangladesh's reliance on this as the chief 

export item must be reduced. 

52.    Table 22 ahows the provisional estimates of the Balance of Payments 

of Bangladesh for 1976-77.    The country suffers from a chronic deficiency 

in the balance of trade account and is largely dependent on capital 

transfer and other loans and grants, private transfer and I.«.P. 

account drawings for balancing its international accounts,    foreign 

aid plays the dominant role in the economic life of Bangladesh, 

but the dependence of the country on aid need« to be reduced by working 

out a mechanism of economic growth based on self-reliance and consistent 

with modeat living.    Thia demands the management of the available resources 

of the country in the proper way by reducing the dependence of the country 

on food importa and foreign aid and exploiting the available and potential 

resources of the country moat judiciously both for domeatic and export 

requirements.    Realistic development plannir.^ on the basis of self- 

help with a view to reducing dependence on foreign aid, with strong 

policy measures in strategic areas, namely, the urgent need to produce 

food from agriculture and to control population by limiting family aise 

and other methods, seems to be the only effective instrument for economic 

and social progress in Bangladesh. 

33.    In view of the serious balance of payments position of the country, 

the Government has adopted appropriate measures to stimulate the export 

1 
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of tndlttMl pri-ry commodities « «11 a. the export of manufactured 

product, covering a wide range of article., .uch as, the pre-.hipment 

and packing loan fro« commercial hank, at cheap rate of interest, 

the provi.ion of the loan, up to 80 per cent of the letters of credit 

which the exporter, can get fro« the bank.,  the addition of new item. 

in the li.t of export industrie, eligible for obtaining Pxport 

Performance Licence«, the increaae in the percentage of entitlement 

in re«pect of .one non-traditional ite«, at different rate, BO that 

the exporter, of these ite«, can be conpetitive in the international 

market and can thu. increase their quantu« of export etc.    Both 

the export and import policie. of the Oovern«ent have taken account 

of the overriding need to improve the balance of payment, position 

of the country.    The growth of new export indu.trie. and the .trengthening 

of institutional arrangement to promote export, have both occupied 

the attention of the Government. 

Capital formation in lndu.trv. investment and sources of financing 

including external financing 

54. The task of mobilising the resource, of the country for both current 

public expenditures as well a. for development i. a crucial one.    The 

imbalance, between public expenditure and public revenue, in Banglade.h 

have continued to grow.    The maintenance of existing investment, and 

the expansion of the development effort have nece..arily «eant a 

continuing growth of expenditure.    The Government has tried to improve 

it. fi»cal performance, by improving it. tax effort in both level, of 

taxation and tax administration.    As the average per capita inco«e is, 

however, too low, the emphasis ha. been placed le., on direct taxe. 

and «ore on   indirect taxes •specially import duties.    About 90 per 

cent of tax collection comes from the indirect taxes of which almost 

40 par cent comprises customs duties.    Recise duties and sale, taxes 

accoont for about 25 per cent and 15 per cent respectively, of the indirect 

taxes levied.    This structure has remained almost unchanged, mainly 

L 
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because of the increased volume of imports and the very slow growth 

in income.    Por instance, the ratio of imports to GPP increased 

from 13 per cent in 1972/73 to about 24 per cent in 1975/76.    This 

problem is acute and there is an overriding case for increasing 

the revenue potentials in Bangladesh by improving the country's 

fiscal management. 

55. But then where will the resources for development come from?    The 

revenue resources of the country are extremely limited.   With independence 

in 19711  the sources of institutional savings such as the life insurance 

companies, banks and other productive institutions were lost, as these 

organizations were all nationalized in a hurry and became losing concerns. 

The present proportion of investment as a percentage of the gross 

domestic product is no more than 10 per cent which is very low.    In 

earlier years, it was even much lower. 

56. An area of source of potential revenue and resources lies in public 

enterprises numbering about 4OO units and accounting for over 80 per 

cent of the value added in manufacturing industry.    These units cover 

most large and medium-scale enterprises and are organized under a number 

of public sector corporations.    The First Five-Year Plan (1973-78) 

estimated the replacement value of assets in nationalized industries 

to be Taka 9 billion (at 1973/74 prices) and also expected a 10 per 

cent rate of return from these assets by 1975/76.    Unfortunately,  the 

financial performance of the major corporations has been deplorable. 

The enterprises servicing the domestic market have generally done better 

than industries geared to exports.    Table 23 shows the financial performance 

of the public sector corporations.    The overall position is that the 

losses sustained by three major industries, namely,   jute,  paper and 

chemicals, have more than offset the small profits by the rest. 

57* The real problem is to transform the losses of the nationalized 

industries into profits by taking effective and sustained action on a 

number of franta to solve the key problems, namely,  lack of operational 

autonomy,  price controls, inadequate incentives, and insufficient 
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accountability.    "The ability of public  enterprises to pursue 

flexible policies and to act as true commercial  entities has been 

hampered by a tendency towards excessive centralization of decision- 

making in the Government ministries,  including such matters as the 

selection of personnel".    These difficulties have been recognized 

and the Government,  in May 1976,issued guidelines on  the relationship 

between the Government and sector corporations and the sector corporations 

and the enterprises under them.  Detailed Rules of Business for all 

sector corporations have now been formulated. 

58.    Price controls existed and/or exist for "essential" commodities 

(cotton yarn, medicines, soap,  edible oil,  cement,  paper, newsprint, 

cigarettes etc.) and "monopoly" products like fertilizers,  chemicals, 

steel products and sugar.    As a result the financial  performance of 

many public enterprises is highly dependent on centrally determined 

prices.    Newsprint and fertilizer prices were initially controlled 

without reference to production lots but were later on raised substantially. 

In the cotton textile industry,  profits were turning into losses, 

largely because the controlled prices of the finished products did not 

reflect the higher prices of imported raw cotton.     In the case of jute 

manufactures,  the price of raw jute is adjusted to provide incentives 

to jute growers.    While product prices have to be maintained at levels 

competitive with other exporting countries and with synthetic substitutes, 

this has contributed to heavy losses.    It is,  therefore,  essential  to 

maintain cost-price relationship by relaxing price controls. 

59«  Incentives for public enterprises employees should be improved by 

establishing a bonus system on productivity for workers and financial 

performance for managers of all  public enterprises by making the pay 

structure of employees of public enterprises independent of that of 

the civil  service and by adopting a system of profit participation for 

workers.    Apart from these,  prompt and reliable auditing resolution of 

the financial liabilities inherited by the corporations,  the realistic 

valuation of the assets of public enterprise for measuring financial 
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performance in terras of a rate of return  on investment and the 

formulation of appropriate principles for depreciating capital stock. 

60. A special group of public sector entities are the »natural monopolies" 

-- the public utilities such as water supply and sewerage works,  gas, 

electricity,  telephone and air transport.    These utilities suffer from 

unsatisfactory financial rates of return.    These units must be able 

to make returns on the assets so that they could contribute to their 

own investment and maintenance programmes. 

61. Apart  from taxation and improved profitability of public sector 

enterprises,  the revenue -  expenditure gap could be reduced by curtailing 

the high level  of production and consumption subsidies which also tie 

down a large part of the Governments'  administrative machinery.     There 

may also be a good case for reducing subsidies in due course. 

62. In Bangladesh, as in other countries of the Indian subcontinent, 

public enterprises, both in the traditional as well as in the modern 

manufacturing sector,  plays a dominanti role and hence this sector must 

be looked upon a8 the leading sector for profitable operation and capital 

formation.    The yardstick applied for the measurement of efficiency 

in the  sector must be the same as in the private sector and it is the 

generation of surplus in this sector that can usefully be invested for 

further industrial development in the national  interest,    ttofortunately, 

this fact is not sufficiently realized in Bangladesh, and hence develop- 

ment has suffered and the country has been made much too dependent on 

external financing. 

63. While the sources of domestic capital in Bangladesh are limited, 

there are a number of specialized financial institutions in the country 

which provide industrial  finance for development and as working capital. 

This matter will be dealt with in the appropriate section on institutional 

arrangements. 

Foreign Aid (Foreign Economic Assistance) 

64.    Bangladesh has to depend considerably on foreign aid from bilateral 
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sources and from international institutions or bodies, only a part 

of which may have gone into industrial development.    It is however 

difficult  to separate it out.    There are certain industrial  projects 

in Bangladesh under the IPP   of UNDP for the second cycle a part of 

which is used for industrial projects assisted by UNIDO.    This 

will be described in Chapter XI. 

65. Table 24 shows the total commitment of foreign economic assistance 

to Bangladesh from 1971-72 to 1976-77 and the disbursement of foreign 

economic assistance to Bangladesh from 1971-72 to 1976-77 and the 

disbursement of foreign economic assistance during the same period. 

Foreign economic assistance has been given to Bangladesh in the form 

of grants (non-project aid and project aid), loans (non-project aid 

and project aidB) ani export credit/suppliers-   credit (non project aid 

and project aid).      Bangladesh received foreign economic assistance 

of various kinds amounting to USI 3,628,629 million from December 1971 

to 30 June,  I977.    Of the total amount of disbursed foreign economic 

assistance,  US$ 1,841,348 million was in the form of grants and 

USI 1,787,081 million as loans/credits.    A lot of this assistance has 

been received as food aid over the years. 

66. Bangladesh is dependent on foreign aid to an unusual  extent and the 

problem of debt servicing including the repayment of the principals 

in a serious one.    This dependence needs to be reduced and the strategies 

for development should accordingly be formulated by placing a greater 

reliance on self-help in any scheme of her economic and social development. 

It has,  however,  been found to be extremely difficult to do so till now. 

Por instance,  for the implementation «f the first five-year plan (1973-78), 

Bangladesh was dependent on external resources to the extent of over 70 

per cent of the total outlay which was to be gradually reduced, whereas 

for the implementation of the Two-Year Plan (1978-79 to 1978-80) alBo, 

it would still be dependent on external assistance to the extent of 

over 60 per cent. 
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111 •    COMPARISON QP PLANNED INDUSTRIAL DEVELOPMENT TJROETS WITH 

RECENT PERFORMANCE OF THE MANUFACTURING SECTOR (PAST 3-5 YEARS) 

Growth of industrial output in relation to CDP (Crors Taka at 1972-73 prices) 

Benchmark 
Industrial 
Output 

Manufacturing 520 
(10.4 # of 
the total 
GDP) 

Estimated 
Actual 
Industrial 
Output 

1972-73 

358 
(8.3 i of 
the total 
GDP) 

Projected 
Industrial 
Output 

1977-78 

731 
(11.2# of 
the total 
GDP) 

Annual 
Percentage 
Rate of 
Growth 
Over Bench- 
mark 
Output 

7.1 

Annual 
Percentage 
Rate of 
Growth 
Over Actual 
Benchmark 

1972-73 
Industrial 
Output 

15.4 

Source: From the First Five-Year Plan, p. 15,  table 11-12. 

67. The figures given above show planned industrial development targets 

as set in the First Five-Year Plan of Bangladesh,  (1973-78).    The bench- 

mark estimates is based upon but are not exactly the same as the levels 

of output reached in 1969-70, the last normal year before the war 

of liberation.    While a small part of the increase could be achieved 

by a recovery to the benchmark level of activity through a better utilisation 

of existing capacity, the large part of the planned increase would require 

new investment and a development programme. 

68. The plan did not envisage any sharp structural change through 

industrialization.    The share of the manufacturing industry in GDP would 

remain rather relatively small; even at the end of this plan period, 

perhaps just at over 11 per cent.    A large part of this increase will 

take place in ••all-scale and cottage industries.    Thus the plan avoided 

the pace and pattern of industrialisation based upon modern, borrowed 

oapital-intensive technology,  except in areas where the choice was limited 

and import submtitutimn was urgently needed. 
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Planned Development Outlay for Industries (Taka in Crore) 

Financial Development Outlay Non-financial 

Investment 
Non- 

Investment Total 

Public 
Sector 
Outlay 

Private 
Sector 
Outlay 

-    devel opinent 
outlay private 
subsistence 
investment 

Industries        798 79 877 
(19.7 i 
of the 
total) 

738 
(18.716) 

139 
(27.756) 

18 
(3.I56) 

Source:  The First Flve-Year Plan of Bangladesh,  p.   32,  Table III-I 

69.    The above figures show the planned development outlay for industries 

in the First Five-Year Plan of Bangladesh,  1973-78.    Industries were 

allocated about 20 per cent of the total financial outlay.    These 

include the large-scale, small-scale and cottage industries.    Petroleum 

refining is however excluded from this sector and is included in the 

natural resources sector.    Industries also include cold storage and 

a telephone and cables factory which form an integral part of the 

telecommunications programme.    The private sector industries account 

for nearly one-sixth of the total outlay reflecting the industrial 

policy,  as announced in January 1973.    Any undertaking requiring more 

than Taka 25 lakhs of fixed capital investment was required to be 

set up under public ownership.    The plan was dominated by some very 

big projects in the public sector (e.g. in petrochemicals,  cement and 

steel) and hence the outlay in the private sector would be a very small 

proportion of the total allocation to the industries sector, despite 

the heavy emphasis in the industrial programme on small-scale enterprises 

in terms of the number of projects. 

70.    The sphere of private sector industry was severely curtailed, although 

it would continue to play an important role in some industrial activities. 

Apart from textile-weaving dominated by handloom and cottage weavers, 

the private sector, based on modern technology, would have a crucial role 

to play in industries like edible oils,  food processine, textile garments 
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and products, leather products, consumer chemicals, metal products, 

small-scale engineering and repairs,  furniture and various types 

of consumer goods.    Industries like sugar,  jute,textiles,  large-scale 

cotton mills,  paper, fertilizer,  petrochemical, cement and steel ware, 

however, by their very requirement of heavy investment were excluded 

from private enterprise.    Table 25 shows the major physical targets of 

the industry sector during the Five-Year Plan (1973-78). 

71. The allocation to the industry sector which was 18.7 per cent 

under the Five-Year Plan was raised to 20.38 per cent of the total 

public sector outlay under the Hard-Core Programme. 

72. It would appear from Table 4 that the growth rates of CTOP and 

of industry were realised and projected as follows: 

At 1972-73 prices 

Growth Industry 
GUP 

1972/73 - 

1973/74 9.4 14.7 

1974/75 2.0 -1.3 

1975/76 9.7 5.6 

1976/77 (projected) 5.0 11.6 

1977/78 (1 projected) 5.6 8.8 

73.      In Table 5 the shares of industry in gross domestic product 

(at constant factor price) in percentage are shown as follows: 

1972/73 1911 !2H I???/?» 1976/77 

6.6 6.9 10.8 5*6 11.2 

74.      The two s^ts of figures here may not be strictly comparable, 

but it appears that the projected growth rate in industry, 11.6 per cent 

in 1976/77, was nearly achieved, that is 11.2 per cent.    The actual GBP 

growth figure for 1977/78 is not yet available, but it is expected to 
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be around 8 per oent.    The projected growth in industry for 

1977-78 hu been set at 8.8 per oent, nach lower than that for 

1976-77, which may be more than achieved.    The present position of 

industry has been Maintained, but no structural change in the economy 

through industrialisation has yet been attempted. 

75*    The performance of the industrial sector in achieving the physical 

targets compared with the benchmark level is a good indication. 

It appears that the performance of the industrial sector is improving, 

bat in several sub-sectors it is still below the 1969-70 level. 

76.    In Table 26 it is noticeable that in sugar, cement and cotton 

yarn, both the levels of 1969-70 and the target levels of 1976-77 

were surpassed, although in other sectors, production has yet to recover. 

1 
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IV.      THE INSTITUTIONAL INFRASTRUCTURE FOR  INDUSTRY AND CONTEMPLATED CHANGES 

Introduction 

76. The Lima Declaration of 1975    set an important target:     that by the 

year 2000 the present developing countries should provide at least  25 per cent 

of the total world industrial production.     The accompanying plan of aotion noted ^ 

a number of measures which the national industrialization policies of developing 

oountries should emphasize  in moving towards that goal.    One of    these was the 

"development and strengthening of public,  financial and other institutions 

in order to proteot and stimulate industrial development of the developing 

oountries".    In thiB    oontext a reviee of the institutional arrangements for 

industry in Bangladesh which has been designated by the United Nations as a lsast 

developed country becomes important. 

Constituents of the institutional infrastructure for industry 

77. There are institutions which are concerned with the formulation of national 

industrial plans and polioies and with the determination of industrial priorities 

as part of the overall national plans and eoonomio policies.    Thess institutions 

or bodies are the National Economic Counoil and its Exeoutive Committees, the 

Ministry of Planning (Planning Commission),  the Ministry of Industries and other 

concerned ministries, departments, and agenoies of the Government.    A second 

set of institutions include the various public corporations set up by the 

government for    the development, administration and supervision of the different 

sectors or sub-sectors of the industrial  eoonomy.    Under a public corporation, 

oome the many oompanies formed for    the operation and management of individual indus- 

trial enterprises.    The third category of institutions includes the finanoign 

bodies or corporations which finance industries in both public and private 

seotors.    Before deoiding to finanoe industrial projects for    which loans 

are requested by the promoters, these institutions undertake the feasibility 

studies of projects and evaluate them inali their aspeóte to ascertain if they 

are technically feasible,  economically viable, financially sound and socially 

desirable.    These aspects of the projeots myst be studied before the projects 

are approved by the sponsoring agencies and the lioenses are issued by the 

Government for the starting of the projeots.    The fourth category of institutions 

are oonoerned with the training of management personnal as wall as with on-the- 

job training of persons engaged in industry or training institutes.    The fifth 

oategory of institutions are   oonoerned with suoh speoifio responsibilities a« 

the determination of the standards and the qualities of industrial products. 
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Another category of institutions are oonoerned with such speoifio responsibi- 

lities as the determination of the standards and the qualities of industrial 

products. Another category of institutions may be called industrial research 

institutions serving speoific industrial sectors or sub-sectors. Then there 

are the private organizations like the industrial associations concerned with 

the general or specific problems and interests of industry. This is only 

a broad classification of the industrial institutions in Bangladesh adopted 

for the sake of convenience of discussion. 

Institutional structure 

78.  The institutional structure for industry at present consiste, in the 

maini of the following: 

(i) The National Economic Council and its Sxeoutive Committee 

(ii) The Ministry of Planning and the Planning Commission 

(iii) The Ministry of Industry 

(iv) Department of Industry 

(v) The Board of Investment 

(vi) The Ministry of Finance 

(vii) The Ministry of Commerce 

(viii) Bangladesh Shilpa Bank (industrial Development Bank) 

(ix) Bangladesh Shilpa Rin Sangstha (industrial Credit Corporation) 

(x) Seotor Corporations for Nationalized Industries 

(xi) Small and Cottage Industries Corporation 

(xii) Forest Industries Development Corporation 

(xiii) Other Publio Corporations for Industrial Subsectors 

(xiv) Investment Advisory Centre 

(xv) Standards Institution 

(xvi) Central Testing Laboratories 

(xvii) Industrial and Teohnioal Assistance Centre 

(xviii)   Council of Soientifio and Industrial Researoh 

(xix) Jute Researoh Institute 

(xx) Management Development Centre 

(xxi) Institute of Business Administration, Daooa University 

(xxii) Industrial Relations Institute 

(xxiii)  Daooa Chamber of Commeroe and Industries and other industry 
organisations. 

The functions of these institutions are briefly described. 
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(i) The National Eoonomio Counoil and its Executive Connittee 

79» The National Eoonomio Counoil is a standing committee of the 

highest policy-making body of the country,   i.e., the Cabinet.    The Counoil 

is the link between the Cabinet and the National Planning Commission. 

It examines all policy recommendations,  deliberates on the allocation of 

economic resouioes and on all major economic and industrial polioy issues, 

approve the national plans and the annual development programmes before all 

these matters are finally placed before the Cabinet for its approval.    All 

large projects need to be approved by the Executive Committee of the National 

Eoonomio Council. 

( i i ) The Ministry of Planning and the Planning Commission 

80. The Planning Commission of the Ministry of Planning is charged with 

the task of preparing all periodic and perspective plans as well as formulating 

policies for the implementation of the plans.     The Commission aots in an 

advisory capaoity and the Planning Division of the Ministry of Planning aots 

as the Secretariat of the Commission,  the two other divisions of the Ministry 

being    the External Resources Division and the Statistics Division.    The 

Minister of Planning is the Chairman of the Planning Commission.    The Commission 

is divided  into various Divisions.    The Division of Industry is charged with 

the task of preparing plans for the industrial seotor.    A member of the Planning 

Commission is in charge of the Industry Division. 

(iii) 

81. 

for formulating industrial development and investment polioies for both 

the publio sector and the private seotor industries (except the jute textile 

industry and the cotton textile industry,  whioh are now under the Ministry 

of Jute and the Ministry of Textiles,  respectively). 

82. With the ooming into power of the present government,  the Ministry 

of Industry has been reorganized in view of the new changes introduced by 

the government in the field of industrial ownership, polioies and 

investment.    The purpose behind this reorganization is to seoure a homogeneity 

and coordination of industrial policies aimed at by the present administration. 

The Ministry whioh has now one    Seoretary only is divided into a number of 

The Ministry of Industry 

The Ministry of Industry headed by the Minister is responsible 
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wings, each wing being under a Joint Secretary, as mentioned below: 

(i)    Planning, implementation and evaluation; 

(ii)    Corporate bodies including sector corporations and 
other corporations; 

(iii)   Administration including the Department of Industry 
which is solely in charge of the private sector industry; 

(iv)    Industrial Policies and implementation of policies; and 

(v)     Disinvestment dealing with the release of abandoned 
industrial units to local entrepreneurs, the payment 
of compensation, etc. 

83. The organizational set-up of the Ministry has been streamlined on 

practical lines so as to enable it to carry out the new policies in the 

industrial field. The reorganization has made the decision-making process in 

different areaB of industry, direct and definite.  It is expected that as a 

result of the reorganization, decision-making will be quick and efficient. 

(iv )    The Department of Industry 

84. The Department of Industry of the Ministry of Industry acts as the 

secretariat of the Investment 3oard which is headed by the Minister of Industry. 

One of the main functions of the Department of Industry which is under a 

Director-General is to prepare the Industrial Investment Schedule for the plan 

period, which is intended to serve as an instrument for implementation of the 

planned objectives by guiding and regulating private investment in the desired 

channels. The objectives of the lates schedule for the years 1976 and 197B 

for the private sector which was announced on 15 July 1976 are: 

(i)    to ensure optimum utilization of the existing capacities 
in the country both in the public and private sectors, 
increase in the production of items of essential consumption 
goods, dispersal of industries throughout the country parti- 
cularly in less developed areas to foster balanced development 
and preferential treatment for the promotion of export- 
oriented industries; 

(ii)    to ensure proper tuilization of indigenous raw materials, 
machinery and manpower; 

(ili)   to reduce the unemployment and under-employment in the country 
by developing small and medium sized industries and other 
labour-intensive industries; 

(iv)    to develop agro-based and import-substitution industry. 

85. The sanctioning agencies of the country have to work within the disci- 

pline of the schedule. Suoh agencies in operation now are (a) the Investmen Board; 

(b) Bangladesh Shilps Rin Shangstha; (o) Bangladesh Shilpa Bank; (d) 

Bangladesh Small and Cottage Industries Corporation and (d) the Department 

of Industrie«. The Department of Industries is the official organization 
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of the government entreusted with the task of formulating industrial policy, 

planning of industries in the private sector within the targets laid down 

in the national development plan and preparation and implementation of the 

investment schedule.    These sanctioning agenoies aooept and process projects 

within the limits of investment specified for them. 

86. Bangladesh would welcome foreign investment for which a liberal 

polioy has been adopted.    There would be no bar to foreign private investment 

going into any industrial field.    Foreign private investment    would be 

particularly welcome in   all export-oriented industries  (except  jute, textile, 

and sugar) suoh as the capital-intensive and technically complex.    All 

foreign investment oases are also processed by the Department of Industry. 

87. The Department of Industry is a major institution active in the 

promotion of private industrial enterprises.    It has, however,  experienced diffi- 

culties in a number of areas.    First,  there is a big gap in the availability of 

expertise in projeot appraisal and evaluation.    It is short of trained 

staff particularly in this area.    A seoond major difficulty is that some 

useful industrial institutions stimulating private industrial investment 

promotion were either inadequately developed in Bangladesh or deolined 

in their soope of work due to the restriction on private enterprises in the 

immediate post-liberalization period.    On such instance ìB the Investment 

Advisory Servioes Centre of Bangladesh.    This and other institutions giving 

supporting facilities to private industry ought to be revitalised and 

strengthened.    In the same way, the small industrial advisory services of the 

Bangladesh Small Industries Corporation should be expanded and strengthened, 

for the benefit of the private entrepreneurs.    The licensing of industrial 

enterprises has been much expanded in soope.    The collection of information alone on 

various matters affeoting private industry and its dissemination among the 

intending entrepreneurs is a very important task which must be performed 

by some specialized industrial institution.    To acquaint the inoending 

entrepreneurs most of whom are not well informed with all the formalities 

relating to the establishment    of industrial projects is a    very important task. 

(v) The Board of Investment. 

88. Referenoe has already been made above to the Investment Board whose 

soope of aotion in the sphere of private enterprise has been considerably 

widened lately.    New investments processed by the Bangladesh Shilpa Bank and 

the Bangladesh Shilpa Rin Sangstha in the private sector involving a loan of 
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more than Taka one crore (Talca 10 million), either in foreign exohange or 

in local ourrency or both or where the import liability is more than 20 percent of 

total raw material requirement (regardless of the   amount of the loan either in 

foreign exohange or in looal ourrency or both exoeeds Taka. 10 lakhs  (1 million) 

or where the import liability is more than 20 per cent of the total raw material 

requirements  (regardless of the amount of loan) also require the approval of the 

Investment Board. 

(vi) The Ministry of Finance 

89« The role of the Ministry of Pinanoe in relation to industrial 

development is extremely important because important financial institution 

participating in the development activities of the country work under the 

general supervision of the Ministry and their    policies are substantially 

shaped and guided by the measures taken by the Ministry of Pinanoe.     In the 

years to come,  the commercial banks and the specialized financial institution, 

namely    the Bangladesh Shilpa Bank and the Bangladesh Shilpa Rin Sangst ha will 

play a vital role in the industrial development of the country, through the mobi- 

lization of re so uro es into the most desirable directions.    To facilitate the 

operation of the new investment polioy, new financial institutions may have to 

be created and, in this   task, the Ministry will play an important role. 

(vii) The Ministry of Commerce 

90. There is a great emphasis on the promotion of export-oriented industries. 

The Export Promotion Bureau of the Ministry of Commeroe takes care of their 

promotion.    There is also an Export Promotion Council operating under the 

chairmanship of the Minister of Commerce.    Joint industrial ventures which 

are export-oriented are particularly weloome for establishment in association with 

foreign partners. 

(viii)       The Bangladesh.Shilpa Bank (industrial Development Bank) 

91» The Bangladesh Shilpa Bank was established in 1972.    The undertakings 

of the former industrial Development Bank of Bangladesh and the Equity participa- 

tion Fund were vested in the Shilpa Bank. The Fund was originally established in 

I97O to oat er to the needs of small entrepreneurs. 

92. The Head Offioe of the Bank is located in Daooa.    It has 6 branohes 

in 6 district headquarters, viz., Bogra, Chittagong, Comilla, Khulnna, 

Rajshahi and Sylhet.    Two branohes, namely, Rajshahi and Bogra, are looated 

in the northern part of the country whioh is relatively less developed and to whioh 

the Government has given special attention for industrial development.    The 

Bank mobilizes resources within and outside the oountry for investment in indus- 

try and stimulates industrial development through financing and advising industries 

regarding the establishment of new projects and the balancing, modernization, 

replacement and expansion of the existing industries.    It performs all the 
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developmental and promotional functions of an industrial development bank 

and follows the prooedureB, methods and criteria relating to industrial 

project appraisal before it lends long-term and short-term loans to 

industrial concerns. 

(ix)    The Bangladesh Shilpa Ria Sasgstha (industrial Credit Organization) 

93. The Sangstha (BSRS) was established in 1972 to provide credit facilities 

and other assistance to industrial concernb and to encourage and broaden the 

base of industrial investment in Bangladesh.  It has been vested with the 

undertakings of some former development finance organizations. The Sangstha is 

authorized to provide finanoial assistance without limit to projects in the 

Publio sector and in the private sector to projeots with fixed oost of 

Taka 20 lakhs (2 million) and above. BSRS also assists prospective entrepre- 

neurs in identification of projects and formulation of project proposals. 

This assistance is particularly aimed at promoting export-oriented projects and 

ihose to be located in less developed areas. The Sangstha is a development 

finance organization and is expected to render long-term and short-term finan- 

oial assistance or loans to industrial projects which are economically viable, 

technically feasible, financially sound and socially desirable. It follows 

the prooedure, methods and oriteria aooording to which a development bank 

should operate and extend long-term and short-term loans to indiTidual 

projeots. 

94. The Sangstha has its problems. Most of its financial assist uioe from 

I972 onwards has been given to nationalized industries. The performance of 

there industries has been unsatisfactory and as suoh the reoovery of the 

loans advanoed to them has been very unsatisfactory. Seoondly, one big gap 

in its operation is the laok of an organized stook market in the country, now to 

be developed under the stimulus of the new industrial investment policy of the 

government whioh seeks to stimulate private investment. The Government has 

already set up the Investment Corporation of Bangladesh. These steps will 

stimulate the work of the Sangstha and facilitate its operation in the future. 

95. The present position of both industrial finanoe corporations - 

BSB and BSRB - is unsatisfactory in that the reoovery of loans most of whioh 

have been given to nationalized industries (about 80 to90$) has been bad. It 

is expeoted that revised industrial investment polioy of the Government 

aimed at stimulating private investment, improving the position of nationalized 

industries through better operation and management and oreating new institutions 

or strengthening the existing institutions in the related field, will 

reactivate the operation of these two important finanoial institutions on a 

oommeroial basis. 
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(x) Sector Corporatione for Nationalized Industries 

Q6. There are ^t present  five public sector corporations  in Bangladesh, 

namely,   Chemical  Industries  Corporation,   Sugar and Food Industries Corpora- 

tion,   Steel and PJnfirineerinp; Corporation,   3angladesh Textile Mills Corporation 

and Jute  Industries Corporation.     Immediately after the emergence of Bangla- 

desh, all  larere-scale industries were    nationalized  and  10 sector corporations 

were created.    The number of these corporations has now been reduced to 

!? by bringing several industrial sectors under one corporation.    The public 

Sector Corporations have been consolidated in this way for reasons of 

administration and economy. 

97. The public corporations were created  in a great  hurry to take over 

all large  industries owned by both local as well as non-local  entrepreneurs. 

Industrial activities were disrupted and disorganized and the corporations were 

faced with financial and other problems.    The most  serious were the management 

problems.    There was a serious scarcity of management personnel with required 

skill and experience leading to a complete vacuum in the managerial field. 

Production planners, managers and marketing experts were scaroe in supply. 

Training in all fields was a great need  and even if few trained people 

were available,   it was difficult to keep them because of low local salaries and 

better attractions elesewhere.    There    were virtually no principles formulated 

by the Government to govern the organization,  management  and operation of the 

corporations and xhe    enterprises under them.    There was no definite labour 

policy.     A.11 these iefioiencies made the operation of the public corporations 

extremely difficult and unprofitable. 

98. The corporations have now been organized on a sound basis.    Each 

corporation is headed by a Chairman and the Directors are appointed on a 

functional basis.    Por instance,  the Board    for the Bangladesh Chemical 

Industries Corporation,  consists of 5 Directors as follows: 

(i) Director - Planning and Development 

(ii) Direotor - Commercial (Sales and Purchase) 

(iii)        Director - Pinanoe 

(iv) Direotor - Production 

(v) Direotor - Engineering 

Other corporations have   been organized more or lees on the same basis. 
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99. There are a larfre number of enterprises under each corporation. 

The Bangladesh Chemical Industries Corporation has 99 units under its mana- 

gement. There are 74 jute mills under the Jute Industries Corporation, while 

the Steel and engineering Corporation has 60 units of large and medium sizes. 

100. The present government has recently formulated useful guidelines 

governing the relationship between the government and the corporations 

and the corporations and the enterprises under them.  The corporations 

are to operate, as national concerns, on commercial and economic basis and 

to meet the needs of the public in the most efficient and economic manner. 

101. As regards the relationship between the concerned ministry and the 

corporations, the functions of the Ministry are confined to policy-making, 

appointment of Chairman/Director, approval of budget, appointement of auditors 

and review of audit reports and evaluation of performance. The functions of a 

corporation are confined to its smooth and efficient operations within the limits 

of respective laws, rules and regulations. The corporation is required to 

submit a report periodically in such form as prescribed by the government in 

a ministry. The responsibilities of the corporations and the procedure in regard 

to personnel administration, labour matters, financial matters, pricing policy, etc. 

have been clearly laid down in details. 

102. As regards the relationship of government, corporation and enterprises 

under them, government as owners of the corporation set the overall policies 

and objectives of the industry and provide the environment in which these can 

be achieved.  As a shareholder of the individual enterprises, the corporation 

guides and assists them to achieve the overall objectives of the industry 

within the guidelines of government policy. The enterprises act with the 

maximum commercial authonomy to achieve individually their share of the 

required contribution of the sector.  The functions of the corporation are 

confined to supervision and coordination to ensure smooth and efficient 

operation of the enterprises which have to submit performance and other reports 

to the corporation periodically. Each enterprise (or a number of enterprises) 

forms a company which operate on a commercial basis and haB a Management/ 

Enterprise Board. The Board is the highest policy-making body at the 

enterprise level and may consist of the following: 

Chief Executive of the Enterprise 

Corporation appointee 

Financial Institution nominee 

Workers' Representative 

The principles underlying the administration of the nationalized industries are 

efficiency, professional competenoe, decentralized authority and workers' 
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participation and the necessary guidelines and the rules of business have 

been formulated by the government.    It  is    expected that the corporations and 

the enterprises will now be able to work with speed,  efficiency and autonomy 

to fulfil their responsibilities. 

(xi) Bangladesh Small and Cottage Industries  Corporation 

103. There were previously two organizations,  namely, the   Bangladesh Small 

Industries Corporation, which was the main institutional mechanism to assist 

the private eeotor small industries and the    Bangladesh Cottage  Industries 

Corporation    entrusted with the task of promoting the growth and development 

of cottage industries.    The functions of the Cottage Industries  Corporation 

are to promote oottage industries, to preserve the traditional arts and 

crafts,  to develop handloom and other cottage industires and to undertake measures 

to carry out all forms of activities connected with or    ancillary to cottage 

industries.    The present government has merged the two corporations to create 

a single corporation,  the Bangladesh Small and Cottage Industries Corporation. 

104. The merging of the two corporations will    be meaningful and useful  if 

the deficiencies and shortcomings of both corporations are    remedied in order 

to enable the new institution to fulfil its assigned tasks effectively.    The 

reorganized corporation must be given autonomy in the discharge of its functions. 

It should be treated on the same basis as the sector corporations and development 

banks in respect of the service conditions of its emploees.    The corporation 

requires qualified, trained and experienced staff to do the important tasks 

assigned to it.    Unless the corporation is strengthened through reorganisation, 

it will not be able to command the resources, particularly external aid needed 

for    its activities in the context of the new industrial investment policy.     At 

present,  the corporation lacks in effectiveness    and its resources in terms  of 

expertise and fund are limited. 

(xi i) Bangladesh Forest Industries Development  Corporation  (BFIDC) 

105. The corporation was established in 1959 and is responsible for the 

extraction and utilization of timber.    It has set up projects  in different areas 

of the oountry such as Chittayong Hill Tracts,  Chittagong, Khulna, Dacca 

and Sylhat.    The corporation supplies the government, government agencies, 

industry and private oliente with various timber products.    It has timber- 

processing plants in several areas.      The    corporation participates in an supports 

development of forest-based industries in Bangladesh.    The corporation is run 

by a Chairman and Board of Direotors under the supervision of    the Ministry of 

Agriculture and Food. 

L 



L 

- 41 - 

106. The corporation's work is that the concern with the use of solid 

wood only. It needs to work out programmes and projects to satisfy domestic 

requirements by economising the use of solid wood and for this purpose, 

the organization has to have the benefit of expertise and technical know-how. 

(xi i i )   Other Publio Corporations 

107. There are a number of other public corporations in charge of the 

development of specific industrial sub-sectors such as Bangladesh Mineral 

Exploration and Development Corporation, Bangladesh Oil and Gas Development 

Corporation (Petro-Bangla). Bangladesh Fisheries Development Corporation, 

Bangladesh Film Development Corporation organized on more or less on similar 

lines. The Power Development Board has the overall responsibility of the 

development and supply of power to industry. Titas Gas Transmission and 

Distribution Company is another important organization dealing with the supply 

of gas for industrial and domestic purposes. 

(xiv)    Investment Advisory Centre of Bangleaesh 

108. The Centre was originally started in Dacca as a zonal office of the 

Investment Advisory Centre of Pakistan to render valuable services to private 

enterprise.  both in planning and formulation of new projects and in the 

expansion of existing ones and to assist the investors in securing technical 

advice for making investment deeision. In Bangladesh mobilization of oapital 

for industrial development the growth of entrepreneurship, the collection and 

dissemination of information relating to industrial investment, pre-investment 

studies and the preparation of feasibility reports, identification of industrial 

opportunities and consultancy services are important industrial functions which 

need to be performed by a specialized institution. The Centre was established 

with a view to rendering these services to private enterprise and other interested 

bodies. 

109. In the post-liberation period, the whole industrial policy and ownership 

underwent a change and not much room was left for private enterprise and initiative. 

The industrial picture was completely different and as such the Centre became 

a problem child and there was little scope of work for it. It laoked personnel, 

expertise and resources. With the formulation of revised industrial investment 

police and the creation of renewed opportunities for private enterprise, the 

Government has decided that the Centre will be organized on sound lines and 

strengthened in respect of expertise. The Centre will operate as a consultancy 

body under the Ministry of Industry for the benefit of private industry. 

(xv)    Bangladesh Standards Institution 

110. The institution is an autonomous body under the Ministry of Industry 

and is responsible for dealing with standardization, quality control, and 
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matrology.    The present  institution has been inherited from the Pakistan 

Standards Institution which was set up in 1958.     It inherited about 400 standards 

from the former organization.    The institution is a member of the International 

Organization for  Standardization. 

111. Starting from 1975,   the institution has made about 4-0 standards. 

Most of the standards are in the field of agricultural and food products. '     ' 

The quality control of products for both export and internal    consumption is 

treated as very  important and the institution issues the necessary certification . 

in this respect.     On the instruction of the government the institution is also 

working on the metrication of weights and measures.    The institution has staffing, 

equipment and expertise problems and seeks UNIDO assistance in the field 

of metrology. 

(xvi) Bangladesh Central Testing Laboratories 

112. The Central Testing Laboratories were set up as centralized 

laboratories under the administrative control of the Ministry of Industry. 

The laboratories are connected with the development of trade and commerce, 

industries and construction activities   and their work is concerned with 

researches and testing.    Research is mainly concentrated on utilizing the 

country's resources in the most efficient manner,   on developing new 

methods and techniques to achieve certain objectives and new ideas and new 

products for the welfare of the country.    Testing is done with a view to 

determining the quality, quantity and suitability of any product for a 

specific purpose and various other things.    All products, domestic, exportable 

or importable, are oovered.    Testing is done according to the standards 

desired. 

( xvi i )        Bangladesh Industrial and Teohnioal Assistance Centre (BITAC) 

113. The Centre was set up in I966 on an effeotive scale to improve 

industrial productivity.    It was establisshed to  increase expertize and 

teohnioal know-how, tooling faoilitieB, training and trained personnel 

and oonsultanoy servioes.   With available facilities in a number of areas, 

on-the-spot industrial training is imparted   to trainees periodically.    The 

Centre now needs modernization in respect of its equipment and facilities* 

(xviii)      Bangladesh Counoil of Sojentlfio and Industrial Researoh (BCSIR) 
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114. The 3angladesh Counoil of Scientific and Industrial Research 

has been inherited from the Pakistan Council    01  Soientifio and Industrial 

Research started in 1953.    BCSIR now consisting of three regional laboratories 

are located in Dacca,   Chittagong and Rajshahi.     The Counoil acts as the oentral 

body to coordinate and control the research progresses and activities of the 

regional laboratories.     It operates under the Ministry of Scientific and Tech- 

nological Research and has many aimes and objects.    Some of these most relevant 

to industrial development are as follows: 

(i) Initiation,  promotion and guidance of scientific 
and industrial researoh having a bearing on problems 
connected with the establishment and development of 
industries; 

(ii) Establishment or development of national institutions 
for researoh, testing and standardization, with the 
overall object of utilizing the economic resrouoes 
in the best possible manner; 

(iii)       Encouraging the establishment of industrial researoh 
associations by various industries;    and 

(iv) Taking out patents and arranging industrial utilization 
of processes developed in the institutes and laboratories. 

115« BCSIR laboratories, Dacca under a Direotor have recently been 

reorganized into 10 divisions, eaoh under a soientist-in-charge. These 

divisions are as follows: 

(i) Pood technology and nutrition 

(ii) Natural produots 

(iii)        Glass and ceramics 

(iv) Fibre and polymer 

(v) Fuel technology 

(vii)        Physical instrumentation 

(viii)      Analytical 

(ix) Industrial physios, and 

(x) Engineering and process development. 

116. The Chittagong Laboratories have !> researoh divisions, namely, 

(i) Chemistry,   (ii) Nutrition,  (iii) Botany,  (iv) Pharmaoology and (v) Mibro- 

biology, while the Rajshahi Laboratories consist of 4 divisions such as 

(i) Lao Researoh Division,  (ii) Oils, Fats and Wares Division,  (iii) Fibrea 

Division and (iv) Fruit Prooess ing and Preservation   Division. 
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117. The fields of research covered by the Council are very wide. 

Although one of the main purposes of the Council is to servioe industrial 

growth,  the Counoil has not been able to make a demonstrable impact 

on it.     It is,  therefore,  essential to increase reeearoh and technological 

capabilities of the Council.    The bottlenecks in this respect seem to 

be the lack of both a definite technological policy of the Government and also 

a responsible coordinating government machinery for it.    Foreign technical assiB- 

tanoe in this field is muoh desired. 

118. AB regards the contacts of the Counoil with industry,  it has liaison 

with private industry but with public seotor industry it has till now no 

contracts which are essential in view of the faot that the major industries 

now belong to the public sector.    The Council  is in need of expanding its activities 

so that it can be operationally effective and more useful. 

(xix) Jute Research Institute 

119. The institute is engaged in two types of research - agricultural 

and technological researoh.    The main    purpose of the agricultural researoh 

on jute ìB to increase its productivity, while the main object of the 

technological research is to find new uses of jute for manufacturing purposes. 

The Institute is however,  not an effective research institute    beoause of its 

laok of up-to-date and adequate equipments,  lack of liaison with the jute indus- 

try etc.    What is needed is an effeotive jute industry development centre 

under the Jute Mills Industries Corporation.     Such a project is now 

in the process of development with UNDP/UNIDO assistance. 

( xx ) Management Development Centre 

120. The Centre operating under the Ministry of Industry serves as a 

management development centre in the fields of general management, super- 

visory training, financial management and accounting, market researoh and sales 

promotion productivity and consultancy and researoh.     Its training programmes 

consist mainly of short period courses    in the various fields.    Its trainees 

oome from enterprises both public and private and extend from the supervisory 

level to the top management level. 

121. The need for knowledge and application of modern management skill, 

techniques and methods in Bangladesh is very great.    The Centre has been 

1 



r i • - 45 - 

an extremely useful organization in the country and has helped the private 

and publio industrial enterprises in training and developing personnels at 

all levels of management.     In the post-libaration period due to nationalization 

of industry, banks and insurance companies in the country,  the need for training 

for management development has assumed greater importance.    The responsibilities 

for training the personnels of these organizations also fell on this Centre. 

The Centre has trained 400 to 500 persons per year.    It has liaison with the 

Institute of Business Administration, Dacoa University,   industry and various 

agenoies. 

(xxi) Institute of Business Administration! Dacoa University 

122. The Institute was established in 19-66 with a programme of management 

eduoation at the post-graduate level designed to eduoate and train young persons 

who intend to build up their career mainly in the field of business and 

industrial management.    It seeks to produce managers who can provide 

leadership in the management of the industrial, commercial and    other seo tors 

of the society.    The Institute conducts executive development seminars and 

short courses in functional areas of management whioh have been found to be 

very useful, particularly in the    past-liberalization period, when the need for 

—nags—nt    personnel was greatly felt. 

(xxii)        Bangladesh Industrial Relations Institute 

123. The Institute operating under the supervision of the Ministry of 

Labour Mas set up in I963 for the benefit of the eaploers, trade   unions and 

governaent organizations dealing   with labour-management relations.    To 

aohieve this purpose the institute plans, organises and    runs periodio 

training oourses, seminars and symposia among government officials, management 

offioials and trade unionists including workers. 

124« The institute is not purely an academic one.    The oourses organized 

are praotioe-oriented so that these he', p the participants in the development 

and maintenance of healthy labour-management relations in the oontext of pre- 

vailing local conditions.    In Bangladesh labour-management relations have not 

been ourrently oonduoive to industrial productivity and management.    A lot oan 

be done through the institute to promote healthy labour-management relations if 

if iti« strengethened with adequate resources. 
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( uri i i )  Daooa Chamber of Coimero e and Industries and other trade 
and industry organisâtione 

125»    As the major industries of the oountry were all nationalized in 

1972, the soope of work for the manufacturers' associations was strictly limited. 

With the reoent changes in the industrial investment policy of the government and 

stimulation of private enterprise, the role of the trade and industry associa- 

tions has inoreased. Trade is now mostly in private hands and governments has 

retained only bulk supplies under its oontrol. The Daooa Chamber of Commeroe 

and Industries has just submitted a proposal for an Export Credit Corporation 

to the government. The chamber is represented on the Consultative Committee 

for Industry to express the private sector views. The representative of 

the Chamber thinks that things were moving in the right direotor for the private 

sector whioh will surely play an increasing role in the industrial development 

of the oountry. 

Conclusion 

126.    Bangladesh has a fiarly comprehensive range of institutional 

infrastructure for the development of industry with only a few gaps such 

as the need for a National Productivity Council. Many of the existing 

institutions have, however, inadequate staff and expertise, out-of-date 

equipment and machinery and laok of finanoial resources and need modernisation 

in order to be able to render better servioes to industry. The first line 

of aotion needed is therefore to inorasse the effectiveness of the existing 

institutions by re-organizing t hem with the most up-to-date facilities. 



r .... i 
V. MAI» FEATURES OP INDUSTRIAL. DEmOPKUTT OBJECTIVES AXD 

STRATEGY - POLICY MEASURES AMD PBÒORAKMÌMU OF ÎrpLÊMHfTATIOIf 

Industrial development objective« and strategies 

127* To repeat, Bangladesh as East Pakistan up to 1970 had a 

background of industrial development predominantly under a system of 

private    enterprise in which the state restricted itself to industrial 

infrastructure    building and intervened as a catalyst in selected 

industrial sectors with the ultimate objective of further stimulating 

private enterprise.    With the creation of Bangladesh in 1971,  this mixed 

framework   was completely demolished when almost all the manufacturing 

industries were nationalized by the then Government partly on socialistic 

grounds, partly on the   need to take care of the abandoned units.    The 

sector corporations were set up.    The question of public ownership and 

management of industry and the problems arising from them have been 

discussed in chapters IV and IX*    The sphere of private enterprise was 

strictly limited.    The ceiling for a private sector enterprise was restric- 

ted to an investment below Taka 2.5 million as announced in January 1973. 

128. As regards to industrial development objective    and strategies these 

were laid down in the First Five-Year Plan (1973-1978).    The objectives of 

planned industrial investment were laid down in the Plan and remain the same. 

"The Government has set for itself the task of realising a level of development 

where people will be assured of adequate food, clothing,  shelter, health 

care,  education, transport and such other basic needs.    The industrial plan 

can only   be viewed as a part of this endeavour.    In achieving this goal, 

it is also expected that the broadened industrial base of the economy will 

generai«   substantial surplus, create additional employment and income and 

usher in a self-reliant economy through utilization of the nation's own 

resources". 

128a.        "The essential ingredients of the above objectives are: 

(i) to increase supply of key agricultural inputs such 
as fertiliser, power pomps, tubewells, pesticides, 
sprayers and tillers; 

(ii) to utilise doaestio resources such   as jute, sugarcane, 
tobacco, fish, leather, timber, gas, clay, limestone, 
fruits, vegetables, fish and livestock products; 

(iii) to gradually develop a capital goods industry starting 
from simple operations and developing through linkage 
effoots to feed inputs to other sectors (e.g. transport) 
or other industries (vis., machinery and parts); 
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(iv) to «courage growth of iniigenous and seal -indigenous 
technology through research and adaptation; 

(v) to encourage small, cottage and village industries 
for spatial dispersal and for promotion of private 
sector efficiency; 

(vi) to aia for economic self-reliance by building up export- 
oriented and import substituting industries; and 

(vii) to aia at a balanced geographical distribution of 
industries for wide dispersion of incoae and employment 
effects".    1/ 

129« As a strategy for increasing industrial  output,  reliance has been 

placed both on the nationalized sector which continues to remain a dominant 

element in the industrial sector and which must be made efficient.    The 

private sector industry whose role has been enhanced will also play an 

important part in increasing industrial production.    The policy towards 

attracting foreign investment has been liberalized.    Efforts will be made 

to achieve a geographical dispersal of industry.    There is more emphasis on 

increased capacity utilisation and on industrial growth through linkages. 

The development of management and skill has also been emphasized.    There 

is a greater emphasis on the use of labour-intensive technology, although 

linkages.    The development of management and skill has also been emphasized. 

There is a greater emphasis on the use of labour-intensive technology, 

although    the use of capital-intensive methods    is not ruled out,  for 

example,  in petrochemicals. 

130. The important elements in the objectives and strategies of industrial 

development have been to further strengthen the linkage between agricultural 

development and industrial development, to establish and strengthen inter- 

sectoral    linkages, particularly these between large and small industries, 

to redistribute or disperse industries away from the metropolitan to the 

non-metropolitan or rural areas in order to create employment opportunities in 

the latter and to encourage the growth of export industries. 

Private Sector Industry and Changes in Industrial Policy 

131* Since 1974 and particularly since 1975 when the present Government 

came to power, there have been again remarkable changes in industrial 

development and investment policies.    All large scale industrial enterprises 

were nationalised and the sector corporations were set up.    The ceiling for a 

private sector enterprise was restricted to an investment below Talcas 2.5 million. 

The new industrial investment policy was announced in July 1974, as a modification 

1 
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of the industrial investment policy announced in January 1973. 

In view of the high increases in the prices of   land, building« and 

machineries for setting up any sizeable industry and an expanded 

scope for investment in the private sector,  the ceiling on private sector 

was raised from Takas 2.5 million to Takas  30 million.    The new policy 

was reviewed by the present government.    Industries of basic and strategic 

importance or in the nature of public utility    services should remain in the 

public sector.    To ensure mobilization of investment    funds and rapid 

industrialization,  the private entrepreneurs should be afforded adequate 

scope and failicites for setting    up industrial enterprises.    In view of 

higher investment cost,  the ceiling on private sector investment was 

raised from Takas  3 crore (30 million) to Takas 10 crore (100 million). 

The reference in the new investment policy to the moratorium on nationa- 

lization for a period of fifteen years was doleted.    It was also made 

clear that if any industry was ever nationalized,  compensation would be 

paid on fair and equitable basis.    Tax holiday and other incentives    will 

be offered.     Institutional support  for industrial  development should be 

strengthened and reactivated.    Foreign private investment will be permitted 

in collaboration with both government and local entrepreneurs.     Disinvestment 

of abandoned industrial units under the sector corporations to the local 

entrepreneurs will be followed. 

13?. According to the new industrial investment policy of the government, 

an Industrial Investment Schedule ftr two years (1976-1978)      for the private 

sector has recently been announced.    The strong expectation is that this 

will  stimulate private    enterprises and investment and accelerate the 

pace of industrialization in Bangladesh. 

133. The policy also attached considerable importance to the development 

of labour-intensive small and medium sized industries for creating employment 

opportunities and producing essential commodities within the country.    Further, 

the geographical distribution of industry will be controlled so as to 

discourage growth in the industrially developed areas of Dacca, Chittagong and 

Khulna and stimulate the growth of industries in the relatively less 

developed areas, particularly the northern part of Bangladesh. 

134. The emergence of Bangladesh radically changed the industrial Mane 

of the country.    The Government took over all unit« owned by non-locals a« 

abandoned units and then nationalized all units in the large-scale manufac- 

turing induatries.    The scope of private enterprise was strictly restricted. 

Within this framework, industry in Bangladesh suffered from a number of 

difficultie« since independence,  such a« inexperienced management,  disrupted 
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aarketing, shortage« of foreign exchange, inadequate infrastructure 

and frequent labour unrest. 

135»    The present Gov errasent has »est recently taken a number of 

important steps to stimulate and proaote industrial development and 

investment in Bangladesh including (i) the raising of the ceiling 

on private investaent fro« Taka 30 ail li on (US$ 2 ail lion) to Taka 100 

Billion (USt 7 Billion), (ii) the reorganisation of the sector corpo- 

rations by combining soae of thea nnd the formulation of guidelines and 

the rules of business according to which the corporations and the autonomous 

bodies will operate (iii) the payment of compensation to the former 

owners of nationalised enterprises according to an announced schedule; 

(iv) the reactivation of all institutions supporting industries both 

in the public and private sector and (v) the disinvestment of public 

enterprises, where possible, to private entrepreneur«. In short, the 

sphere of private enterprise has been considerably widened. The 

investaent schedule has been revised for this purpose. All institutions 

supporting industry are also being reactivated. The ministry of Industry 

has been reorganised so as to ensure a homogeneity and coordination of the 

different aspects of the industrial policy. 

136.   With the new favourable cliaate for economic development in general 

and for industrial development in particular, it is strongly expected 

that industrial development which is being and will be supported in various 

way« will play an increasingly important role in the econoay of Bangladesh. 

Iapleaentation 

137«   At the national level, there i« Plan Iapleaentation Bureau which 

overseas the iapleaentation of the national plan of which the industrial 

plan is a part. In the private sector, it is the Department of Industry under 

a Director-General, which is responsible for the implaaentation of the indus- 

trial programme through the issue of the Industrial Investaent Schedule 

for the plan period. For bigger industrial project«, the approval of the 

Board of Investaent of which the Department of Industry acts as the 

Secretariat is necessary. It is the Department of Industry which receives, 

processes and evaluates all applications for development project« and act« 

in cooperation with other sponsoring agencies till the projects are approved 

for iapleaentation. The mechanism ha« already been described in Chaper IV. 

In the wole procesa, the Departaent of Industry, the Board of Investaent, 

the Saall and Cottage Industries Corporation sad the financing agencies play 

their important respective role«. 
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138« In the public sector, it is the concerned sector corporation 

which is responsible for the development of   and iapl«Mentation of 

projects, subject to the approval of the Ministry concerned.    The projects 

are implemented through annual development programmes. 

139* Disinvestment of selected industrial projects to private 

enterprise if suitable    suitable business parties with the necessary 

financial and Managerial resources are available has been a significant 

elesient    in the present policy of the sector corporations.    The approval 

of the Dis-investment Board working for the   Ministry of Industry for 

this purpose is necessary.    The abandoned units are handed over to the 

purchasers who are actually the highest bidders.   Quite a few industrial 

units have already bean disinvested by the sector corporations. 
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VT.     ANALYSIS OF THE MAIN CONSTRAINTS  ON  THE DEVELOPMENT OF INDUSTRY 

A  coherent and well-defined industrial  development policy 

140. The   short  history  of industrial  development  in Bangladesh may be  divided 

into three distinct  stages:     (i)   the period from 1947-1970 during which  the 

country was a part  of Pakistan as East Pakistan;     (ii)   the  period  from I971  to 

1975i   that  is,   from the establishment  of Ba gladesh until   the political   change 

that took  place towards the  end  of 1975;     and (iii)   the  period since I976 

marked  by   significant   changes  taking place in   industrial   development  and  invest- 

ment   policies. 

141. The  first  period is characterized by the  growth  of a few major industries 

based primarily  on the availability of  local   raw materials under private  enter- 

prise  stimulated by a considerable degree  of State enterprise through the 

development  of an institutional arrangement  which substantially aided the growth 

of these  industries.    This period witnessed the  predominance  of private  enter- 

prise in  trade and industry - a pattern in which the State  played a catalystic 

role. 

142. The  second period starting from the  establishment   of Bangladesh right up 

to the major political  change towards the end of 1975 was accompanied by radical 

changes in industrial  organization and ownership.     During this period the pre- 

dominantly private enterprise industrial   economy was too swiftly transformed 

into a public  enterprise industrial  economy by an indiscriminate Government 

policy of the wholesale nationalization   of the  major industries in its attempt 

to create  the  so-called socialistic  society.     Thus a fundamental  change was 

abruptly brought about  in the pattern of industrial organization and ownership. 

This period was characterized by an utter inefficiency in industrial management, 

labour unrest,   complete dislocation of production ani  marketing and heavy 

losses.     Private enterprise was throttled and had hardly any role to play.    Many 

of the mistakes  of this period were being gradually realized and steps were 

already being taken by the Government to remedy the situation by adopting the 

practices of sound business administration for the nationalized sector and 

appropriate action in favour of a more active role for private enterprise - a 

process  of change which was hastened by the political changes from mid-1975 to 

the end of 1975 which eventually brought the new administration into power. 

Thus the way was paved for the new policies actively initiated during the 

third period.    The new changes in industrial  development policies,  investment 
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and administration were already described in Section V.    There was thus a 

lack of conherent,   consistent and well-thought-out industrial  development 

and investment  policies in Bangladesh for which the  country's industrializa- 

tion had no doubt  received  setbacks. 

Financial resources 

143. The industrial  development  programme during the First Plan aimed at 

broadening the  industrial base for generating industrial  surplus,   creating 

additional  employment  and income and building up a self-reliant   economy.    The 

provision for  the three-year hard-core programme (1975-1978)  and allocation 

for the first  two years of the Plan (1973-1975)   for the  public  sector indus- 

tries worked out to be Taka 791-68 crore of which  probably about   pO per cent 

would have been required in foreign exchange.     The  programme included on-going 

but not  yet completed projects,   new industrial  projects,   balancing,   moderniza- 

tion and replacement  along with reconstruction and rehabilitation  of the indus- 

trial assets;     and research and development  including feasibility studies and 

provision of certain technical institutions in the industrial  sector. 

144. The performance  of the manufacturing sector during the First Five-Year Plan 

period,   though   showing substantial improvement  over the benchmark  level   of 1972- 

I973 in  some sectors,   had fallen  short   of expectation due to financial and other 

constraints.     The First Plan was formulated on a weak base and optimistic assump- 

tions.     The ec nomy of the country,   particularly the industrial   economy,  was  such 

that industrial  output in the base year was about   23 per cent below the normal 

output   of the  pre-liberation period.    In addition,   damages and dislocation 

suffered by industrial  enterprises during the war with Pakistan  took a longer 

time to recoup than expected.    Also,   the investment  programmes of the Plan ran 

into serious difficulties due to severe resource constraints arising from 

strains and stresses of world wide inflation,   oil  crisis and instability of 

the world economy.    Because of these difficulties,   the Plan's much emphasized 

balancing,  modernization and replacement programme fell  short  of  expectation. 

145«  There are   specialized financial  institutions to provide industrial  finance 

such as Bangladesh Shilpa Bank (Bangladesh Industrial Development  Bank),  Bangladesh 

Shilpa Rin Sangetha (Bangladesh Industrial Credit  and Investment  Bank),  Bangladesh 

Small and Cottage Industries Corporation,   and the newly established Investment 

Corporation of Bangladesh.    Some of these institutions,  particularly the 

Bangladesh Shilpa Bank,  have been active in financing industrial  projects by 
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giving credit,  but have been quite inadequate to meet the requirements of 

industry.    Moreover,   the existing industries were,  for various reasons, 

unprofitable and the new enterprises were also not very promising and hence 

the industrial  operations were not credit-worthy from the point  of view of 

the development banks.     In respect of the provision of working capital also 

the commercial banks were reluctant to advance  loan as the industrial ventures 

were not  efficient and hence unattractive  from the credit point  of view.    Thus, 

whereas the financial resources for investment in industry from institutional 

sources were inadequate,   it was not easy for inefficient industry to attract 

whatever resources they had.    Institutional arrangements for the provision of 

industrial finance have been described in Chapter IV. 

I46. A more fundament'1   reason for the scarcity of financial  resources is that 

the volume of domestic investment as a proportion of the gross domestic product 

is very low.    It was 9-10 per cent of ONP in the  late sixties.    It is much lower 

than that today and it is doubt ful if it can be raised substantially by I98O. 

The per capita income of the people is low and as such their saving capacity is 

very low.    Savings from small inoomes are rarely possible in an inflation-ridden 

poor society.    High population growth,   social customs and conditions have also 

served as an additional brake on savings. 

147» While the prospects for internal financial  resources are not bright,   foreign 

aid is only of limited help in the provision of industrial capital.    The country 

suffers from a chronic balance of payments deficit and a good deal of foreign 

aid is spent on importing food alone.    The  scarcity of financial resources then 

acts as a powerful impediment to the industrial development of the country.    The 

early seventies had been a particularly trying time for Bangladesh as the war- 

ravaged economy further witnessed natural calamities, famine,   drought, etc. 

Investment as a proportion of Gfr is muoh lower than 10 per cent and is not 

•xpeoted to be more than 12 per cent or so by I98O. 

Infrastructure 

I48. Infrastructure refers to the underlying foundation consisting especially 

of the basic installations and facilities on which the continuance and growth 

of a community,  state,  industry,  etc.,  depends,   such as roads,   schools, power 

plants,   transportation and communication systems,  etc.    It may be of several 

types such as physical,  economic, financial,   social or psychological infrastructure 

providing the basic requirements for a purpose,   for example,  the development of 
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industry here,  in which efficient transport,   the supply of energy and water 

and education and training play a very important  role.    Bangladesh is unfor- 

tunately poor in these infrastructures. 

Transport 

149» Reconstruction and rehabilitation of the war-damaged transport system 

was an utmost necessity.    The  transport system of the country by rail,  road 

and water was disrupted and dislocated during the war.    Vital river bridges 

and culverts were destroyed.     The main objective  of the investment programme 

in the transport  sector was to provide cheap,   adequate and efficient transport 

services for movement of people and goods by speedy rehabilitation and recon- 

struction of war-damanged transport system and to augment capacity in selected 

modes of transport.    The present transport facilities in Bangladesh are 

inadequate,   and the operational  efficiency of road,   rail and water transport 

remains to be improved through better maintenance and management.    There is 

particularly an inadequacy of feeder roads linking the rural areas to the 

urban areas and as such transport acts as a bottleneck to rural industrialization. 

Energy 

150. The construction and rehabilitation of the war-damaged power system, 

correction of imbalance between regions and between generation and dits.ribution 

facilities and rural electrification were the main objectives of power develop- 

ment programmes during the Plan.    In practice the unequal expenditure among the 

various components of the power sector during the Plan has retarded its balanced 

growth.    The physical achievement of the power sector also shows unbalanced 

development.    Achievement of the Plan target in generation capacity is more 

than the distribution capacity.     The number of villages actually electrified 

has exceeded the target by about 6 per cent,  while about 12 per cent of the 

target number of pumps, an important part of rural electrification programmes, 

were electrified during the Plan.    The energy situation has presently improved, 

although industry still suffers from irregular supply of electricity and 

frequent breakdowns affecting production. 

Water 

151. Water is an almost indispensable input for all industries.    It is needed 

for a variety of individual human uses and for the population in general and 

1 
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for many industrial purposes.    The availability of water in the quantity and 

quality required for industrial purposes is,   therefore,  an essential   require- 

ment.    In Bangladesh,   the supply of water does not appear to be a carrier to 

industrial development  and right locations can be found for  specific industrial 

projects requiring large quantities<f water  of the right quality.     The supply 

of water in the  rural  areas is,   of course,   a problem. 

Education and training 

152.  General  education and training play an important  role in the  economic,   more 

specifically,   in the industrial development  of any country.    The  rate of 

literacy in Bangladesh is only about  20 per  cent and this low level   of  literacy 

itself is a handicap to progress.    A real breakthrough in education yet  remains 

to be made.    During the  Plan  period,   expenditure on education was incurred 

mainly on reconstruction  of war-damaged schools and colleges,   construction of 

physical facilities and scholarships and stipends and the situation  in this 

respect as such remains more or less stationary.     Compulsory free  primary 

education en a national   scale is not yet   in   sight.    Further,   the  standard of 

general  education given at  the school,   college  or university has qualitatively 

fallen and there ought  to be an arrangement  providing for the  entry of only tic 

top-quality students into general  education at   the university   level,     I.'.oreover, 

education should be  science-and-technology-oriented.    Technical  education and 

vocational training must  form an essential   part  of the educational   syste::i 

and must be extensively given.    At  the moment   the facilities providing for on- 

the-job    training in various branches of industry and crafts and in industrial 

inanagement are extremely  limited and outmoded.     In Ban-iadesh,   a lot  remains to 

be done in this   érection and practical  education and limited training facili- 

ties are a handicap to industrial development. 

Entrepreneurs,  qualified managers and skilled personnel 

153.  Development implies a number of things such as (i)  the introduction of a 

new good or of a new quality of a good;     (ii)   the introduction of a new method 

of production;     (iii)  the opening of a new market;    (iv)  the conquest  of a new 

source of supply of raw materials or half-manufactured goods;    and (v)  the 

carrying out of the new organization of any industry,  like the creation of a 

monopoly position or the breaking up of a monopoly position.    In any society 

developed or developing,  there are people who perform these important development 

L 
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functions who are called the »entrepreneurs».    They are the  persons who may or 

may not be the suppliers of capital;    they are the persons who take the ini- 

tiative in industrial  development by seeking out the profitable fields of 

investment in the comtry.    They may be entrepreneurs in the classical sense 

in that they may also be the suppliers of capital,  but in the modern sense? 

they are the salaried trained executives or managers taking important business 

decisions and breaking new ground for industrial opportunities.    The role of 

this class of professional people,  »the entrepreneurs»,  is relevant to any type 

of society,  capitalist  or socialist,  industrially developed or undeveloped. 

154.  Bangladesh,  which came into existence in 1971 as an independent country, 

had no industrial background before 1947 since which time it was a part of 

Pakistan as East Pakistan.    The country was essentially agricultural, and between 

I95O and I97I,  there was some measure of industrialization in which public invest- 

ment and state enterprise played a dominant  role.    Indigenous entrepreneurs were 

extremely limited in number,  although during this period the  supply of entre- 

preneurial management and skill had also been gradually increasing.    But the 

events following the creation of Bangladesh in 1971 acted as a check to this 

trend.    Private enterprise was mostly superseded by State enterprise and there 

were a few opportunities left for individual entrepreneurs.     There are now 

changes in evidence in favour of an active role to be played by free enterprise 

in the industrial and commercial development  of the country.     In fact,  there 

are now both a large public industrial  enterprise sector as well as a sizeable 

private industrial  enterprise sector in the economy of Bangladesh,  in which 

the  entrepreneurs in their roles as capitalists,  promoters and business exe- 
cutives,   have an important part to play. 

155. In the present context of Bangladesh,   what is important is to formulate 

measures and introduce programmes with a view to promoting the growth of entre- 

preneurship.    These will include the introduction of (a) appropriate programmes 

for entrepreneur ship development and (b)  various incentive measures to induce 

the young and energetic entrepreneurs to set up industries in the desired 
areas of the country. 

Qualified managers 

156. There is undoubtedly a shortage of managerial skill in Bangladesh and, 

after liberation in 1971,  qualified and experienced managers who were non- 

locals,  but worked in various industrial establishments in Bangladesh, left 
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the country creating a virtual vacuum in management.    The major industries 

which were all hastily nationalized were thus short of qualified,  trained and 

experienced managers,  accountants and industrial administrators.    Many others 

were attracted to other countries because of much better salaries and condi- 

tions of work.    The only solution of this problem lies in training an increa- 

sing number of people in management and administration,  both within the country 

and outside.    The availability of qualified managers still constitutes a real 

difficulty. 

Skilled personnel 

157- It is not true that only the entrepreneurs and qualified managers are 

important for industrial development.    Personnel or key workers with the requi- 

site training,   skill, and practical experience are equally important for 

increasing industrial production and productivity which is low in Bangladesh. 

Unless skilled personnel are available,  it will be difficult for Bangladesh 

industry to be competitive in productive efficiency.    There should be a corps 

of key workers in every industry who must train labour on a regular basis.    As 

the productivity of labour is low in Bangladesh industries,   there is every case 

for adopting appropriate measures to improve their efficiency by increasing 

labour productivity. 

Growth rates of other sectors, i.e. agriculture 

I58. Industry is only one sector of the economy and it is common knowledge 

that the growth of the different  sectors of the economy are interrelated.    The 

growth of one sector is linked with, or dependent upon,  that of other sectors. 

This interrelationship is even closer between industry and agriculture.    The 

development of industry provides a market for agriculture raw materials like 

cotton,   jute,   sugar cane,   oil seeds, etc., and provides valuable inputs like 

fertilizers,  pesticides,  etc.    It provides all the equipment needed by different 

transport industries.    It provides the market for energy as well as the equip- 

ment needed by energy-producing industries.    Thus the development of industry 

makes possible the all-round growth of the economy. 

159« The development of agriculture and the generation of a surplvs in agricul- 

ture areqgain fundamentally important for furthering industrial development.    As 

shown earlier,  agriculture is the occupation of 78 per cent of the total labour 

force;    the vast majority of the people are therefore dependent on agriculture 
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for their livelihood;    and about 52 per cent of the gross domestic product 

comes from agriculture.    It is only the high level of demand backed up by 

the purchasing capacities or income generated in the agriculture sector that 

alone can sustain a high rate of industrial development by offering an 

adequate and regular demand for industrial goods.    A part of the surplus 

generated in the agricultural  sector should also flow into industrial invest- 

ment needed for accelerated industrial growth.    If, however,  the agriculture 

sector is stagnant and if there is no substantial income generated here,   the 

whole economy,  particularly the industrial economy,  also remains stagnant 

for lack of effective demand for the products of industry coming from the 

predominant agricultural sector.    This has actually been the situation prevailing 

in Bangladesh for a number of years. 

160. Deficiency in aggregate demand has been a bottleneck to indusirial develop- 

ment and,  consequently,  there is a sizeable underutilization of capacity in 

several industries.    The situation in this  respect is likely to be worse if 

the pattern of industrialization has not conformed to the production of the 

basic needs commodities and services of the community,  the demand for which is 

bound to be satisfied first.     This fact  emphasizes the need for Bangladesh 

to concentrate on production of the appropriate package or basket of goods and 

services catering to the requirements of the common people. 

Excessive industrial concentration 

161. The history of industrial development in Bangladesh dates from the establish- 

ment  of Pakistan in 1947»   since which time the country was a part of Pakistan as 

East Pakistan.    In a way,  therefore, Bangladesh shared a common experience with 

Pakistan in respect of industrial development.    The remarkable industrial growth 

of Pakistan up to 1969-I970 was due to a successful combination of private ini- 

tiative and Government intervention in support of industrialization.    Economic 

incentives,  capable and stable administration,  favourable economic policies 

affecting the private sector,  effective planning of public investment and 

enlarged capacities to import accounted for the remarkable industrial growth 

record of Pakistan,Based mainly on the easy substitution of domestic manufactures 

for imported consumer goods. 

162. Private initiative manifested itself first in response to the very high 

profit opportunities in the domestic production of cotton textiles,  footwear, 

cigarettes and other consumer goods.    The early entrepreneurs were attracted to 
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industry from a group that had hitherto produced few businessmen.    Profits 

were large and a large fraction of these profitB were reinvested not only in 

the expansion of consumer goods production,  but later in metal working, 

building materials and machinery. 

163. It is true that the early industrial enterprises were initiated by the 

public sector,  when private investment was not available and was not forth- 

coming in any considerable quantities.    But public investment in Pakistan has 

largely emphasized infrastructure,    railways, road, port facilities, power 

plants and irrigation projects,  partial benefits of which went to Bangladesh 

(then East Pakistan).    Moreover,  some  early public sector plants were sold to 

private interests.    Thus industrialization in both parts of Pakistan was a 

private enterprise affair. 

164. But then the industrialization process and its mechanism led to excessive 

concentration of ownership in the hands of a few families and the situation was 

no different in this respect in Bangladesh (East Pakistan).    Some 20 wealthy 

families or so controlled and owned the vast proportion of the industrial 

interests in Pakistan.    The prices of domestic manufactured goods protected 

by high tariff walls were high and the consumers were hardest hit.    The industrial 

establishments of Bangladesh were mostly owned by the non-local capitalists and 

entrepreneurs.    There was Ihus a high degree of concentration of ownership, 

although it could not be quantified for lack of detailed regional statistics. 

A monopolistic or an oligopolistic  situation was certainly created and it was 

not easy for outsiders to enter freely into the large-scale industrial sector. 

Competition was severely restricted and monopoly profits were earned by the 

manufacturers at  the cost  of the consumers.    There was excessive industrial 

concentration in the ownership sense,   but whether this facilitated or retarded 

industrial growth is a debatable matter.    Some consider that this mechanism 

facilitated industrial growth. 

I65. Since 1973,  however, there have been basic changes in industrial ownership 

and organization in Bangladesh.    All major industries were nationalized and 

their ownership and management rested with the State, although more recently 

a number of steps was taken to    stimulate private investment through the offer 

of monetary and fiscal incentives and the disinvestment policy of the present 

Government.    Excessive concentration of private ownership in industry is no 

longer a problem.    On the other hand, undue concentration of industrial owner- 

ship and management in the State has perhaps been a retarding factor in the 

growth of industry. 

1 
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Si ge of productive unltB 

166. Annual censuses of manufacturing industry in Bangladesh give some idea 

about the structure of manufacturing industry,    although the information is 

not  complete.    The censuses do not cover factories employing less than ten 

workers as well as cottage industries.    Moreover, there may be changes in the 

coverage in successive censuses.    In Table 27» information is given from the 

provisional results of the 1971-1971 census.    The table probably does not 

cover more than two-thirds of industrial output. 

167. The importance of the  jute textiles industry is overwhelming both as a 

source of employment and value added in 1970-1971, as is apparent from Table ZJ. 

It is responsible for about half the total fixed capital invested in industry 

and for about the same proportion of employment, although it produces only one- 

third of the value added.    Next to jute manufacturing,  cotton manufacture is 

important in terms of employment and value added.    Chemical manufacturing is 

already comparatively well represented in Bangladesh,  other industries such as 

paper,  cement, food,  sugar, metal products,   etc., are also prominent. 

168. In Table 27, information is given on the number of establishments in 

manufacturing industries,  fixed assets,   employment and value added.    On the 

basis of the information in Table 27,  the fixed assets per employee, the fixed 

assets per establishment, the number of employees per establishment and the 

value added per worker are shown in Table 28.    Prom Table 28, it is evident 

that the production of petroleum,  paper and basic metals is very capital- 

intensive.    In a good number of industries,  namely,  electrical products,  cotton 

textiles,   jute textiles, tobacoo, beverages and food,  fixed assets per employee 

vary between Taka 8,000.00 and Taka 11,000.00.    Fixed assets per employee in 

the rest of the sectors are below Taka 5,000.00. 

169. As regards the average size of an establishment as measured by the number 

of employees, it is highest in the jute manufacturing industry with 2,206 

employees.    The only petroleum factory employs 400 workers.    The establishments 

in tobacco,  in cotton textiles, and food employ,  on average,  more than 100 workers. 

In the rest of the sectors, the establishments employ much fewer than 100 workers 

each.    In Bangladesh, undoubtedly, the small industrial establishments predo- 

minate.    The table also gives useful information on fixed assets per establishment 

as well as on value added per employee, in the different sectors of industry. 
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Si ge of domestic market 

170. Adam Smith said as far back as 1776 that the division of labour which 

increases industrial production "is limited by the extent of the market". 

Although Bangladesh is geographically small,  the country is inhabited by 

some 80 million people who themselves constitute a big marie et.    The large 

size of population offers a large demand for a variety of commodities and 

services,   30me of which could be produced on a large scale with all the 

economies of such production.    In fact,  however,  the picture is different. 

The people of Bangladesh are generally poor.    Some 60 per cent of the people 

are below the poverty line;    the p    capita income is very low;    the per capita 

consumption on food,  clothing,   etc.,   is low;    and the per capita expenditures 

on medical care,  education and sanitation are also very low,   judged by all 

standards.    The result of this underdevelopment and the low level of living 

is that the level of effective demand of the people for goods and services 

arising from the higher purchasing power or income is limited.    In this sense, 

the size of domestic market in Bangladesh is limited and this limited market 

isa constraint on industrial development and expansion.    In fact, in Bangladesh 

the demand for many things goes unsatisfied as the people do not have enough money 

income to buy them.    Underutilization of capacity in many existing industries 

also arises from the insufficiency of demand or the low income of the vast 

majority of the people.    Industrial growth will be facilitated if a high growth 

rate could be achieved, particularly in the agricultural sector and high incomes 

generated in that sector on which the vast majority of the people depend. 

Income distribution 

171. Statistical information on income distribution in Bangladesh is extremely 

scarce.    A World Bank report states that in 1969»  the highest quintilo, that is 

the top one-fifth of the population,  owned 40 per cent, whereas the lowest quintilo 

of one-fifth of the population owned only 9 per cent of the national income. 

This implies that the other 60 per cent of the population owned 5I per cent 

of the national income.    Another source shows that in Pakistan including 

Bangladesh (in I969-I970), the percentage of income received by the top 5 per 

cent of households was Id and the paroantage of population with an income of 

below US $50 per annum was 32.5 per cent.-/   All this evidence in a factual 

el/     United Nations, Economic and Social Survey of Asia and the Pacific Bangkok, 
1977, page 59, Table 32. 
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demonstration of the existence of considerable inequalities in the distri- 

bution of national income among the different income groups in the country. 

172. Further, in the Bangladesh rural setting, inequality is mainly a question 

of land ownership.    About 60 per cent of Bangladesh's rural population live 

below the minimum subsistence level.    The majority of the farmers are small 

and medium farmers.    The number of landless labourers is estimated to be around 

30 per cent of the total.    Only 10 per cent are surplus farmers.    Sixty-six 

per cent of the total farm families fall within the range of 0.5O to 2.5O 

acres of land and own 24 per cent of the total cultivable land.    Twenty-nine 

per cent of the farm families'which can be termed as merlium-scale farmers 

own parcels of land varying from 2.5O to 7.50 acres and own 53 per cent of 

the total cultivable area.    The rest,  4 per cent,  of the farm families owning 

24 per cent of the total land are considered to be big farmers.    The pattern 

of unequal distribution of land ownership has significantly contributed to 

the existing poverty of an acute nature in Bangladesh. 

173. The poverty of the people arising from an unequal distribution of incune 

has served as a bottleneck to industrial development because their demand for 

industrial-'goods and services due to their low income is very meagre.    They have 

no saving margin and can,  therefore,  make no contribution also to capital for- 

mation in industry. 
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VII.    REVIEW OF PROSPECTS AND POTENTIAL FOR INDUSTRIAL, DETOLOPMENT 

Raw material endowment 

174. The production of some important  crops in Bangladesh like  jute,   sugar cane 

and tobacco contributed to her industrial development in the initial  stages. 

Other crops include potatoes,  pulses,   fruits and vegetables.    The output of the 

principal crops per acre which is at present very low can be substantially 

increased by the application of more efficient methods of production and can be 

utilized for further industrial development in the traditional fields or may be 

exported.    There is still  scope for industrial  expansion in the traditional 

fields based on local  raw materials except the major industry,  namely,  the  jute 

manufacturing industry which ia not a growth industry,   looking at it  from the 

international market point  of view.    Other domestic resource;, available for 

industrial purposes are fish,  leather,  timber,  gas,  clay,  limestone and livestock 

products.    The domestic industrial resources base of Bangladesh is rather narrow 

and this sets a limit to her industrial growth.    In spite of this limitation, 

there are prospects and potential for industrial development  in certain fields 

which the country needs to exploit. 

175.  The fields for industrial expansion in the future lie in a number of 

directions.    First,  the cotton textile sector may be a natural line for further 

development.    This is an import substitution sector at present based on imported 

raw materials.    In the future the imported raw materials may partially be replaced 

by locally produced synthetics such as rayon,  P.A.C.N.,  and even polyester.     In 

view of a large unsatisfied demand,  it may be possible to exploit economies of 

scale and also to disperse production units geographically.    Secondly, besides 

jute,  the development  of industries with export possibilities lies in leather 

or finished leather,   fish or processed fish,  and tea.    Thirdly,  the major 

industrial resource of Bangladesh is natural gas which has not yet been fully 

exploited.    There is a possibility of expanding fertilizer capacity together with 

the production of P.V.C, and synthetic fibres.    The magnitude of the investment 

in this field will be justified for two reasons:    (i)  the project will reduce 

import dependence;    and (ii)  it will make possible the  setting up of many small 

labour-intensive units in a dispersed manner.    Employment creation will be 

facilitated and the small-scale industries sector will benefit.    The industrial 

sector based on natural gas should be the leading or prime-mover industrial 

sector in Bangladesh.    Fourthly, the prospects and potential for the growth of 
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the engineering industries in Bangladesh are very promising.    Linkage effects 

create demand for  spares and components,   or for agricultural tools and 

irrigation equipment,  or for components for the transport  industry or for 

electrical accessories or equipment.    The demands are sizeable,  but investment 

and skill in this field are necessary for success.    Fifthly,  the existing 

steel  enterprise must be reorganized and mate efficient,   because steel isa 

basic material for construction and manufacture.    Steel  must therefore be 

available at reasonable prices.    At the moment the only steel enterprise in 

the country is very inefficient.    Sixthly,  there are industries which can be 

developed further;     the paper industry can be expanded by using such raw 

materials as begasse from the sugar mills,   straw from rice and jute sticks; 

the cement industry can be expanded by using domestic limestone partially;     and 

the food industries such as producing coarse suga:,  rice-processing,  the 

production of edible oils and the preservation of fruits,   fish and vegetables 

have a promosing future,  as population further lincreases.    Further the pharma- 

ceutical industry has a promising future.    Thus far this industry has grown as 

a tableting and phialing activity not  concerned with basic manufacture.    The 

foreign partners have made only a marginal investment to protect their markets 

and have made high profits, but have not taken to the production of the basic 

ingredients.    Bangladesh has a big actual and potential market for the pharma- 

ceutical products and shoul] manufacture the essential basic drugs for the most 

common diseases and sell these by generic rather than trade name. 

Small Industry 

176. Furthermore,  the small industry sector must be looked upon as an important 

sector.    Small industrial units chould be set up in whatever field these are 

economically viable,  commercially profitable, financially sound and technically 

feasible.    Small industries have their protected markets and can sell low-cost, 

low-quality goods.    The small industry sector can also exist side by side with 

the modern large-scale manufacturing sector, by modernizing the production of 

traditional products, and ensuring quality control.    It can initiate and stimulate 

modern industrial development.    Certain areas for small-scale industries lie in 

handloom production, metal working and metal products,  ceramics, cane and 

bamboo products. 
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Energy potential 

177. Energy ae part of a nation's economic infrastructure is of paramount 

importance in the economic development  of a country.    As for industries, 

some are energy-intensive and some are not;    but no industry can be developed 

without energy or power.    Due to the recent crisis,  energy has become very 

costly also.    The high cost of energy has been a world phenomenon and Bangladesh 

industry has been badly affected by the crisis.    It depends on hydro-power and 

gas from domestic sources and imported oil,  as a source of energy.    The country 

has no coal.    Searches for oil - surveys and drilling - have been carried out 

both on land and in the Bay of Bengal,   but  no tangible results have yet been 

found about the oil potential.    The sources of energy are at present  strictly 

limited.    The figures below show the physical performances of the energy sector 

during the Plan,   1973-1978,  which are far behind the targest  set,  in every 

respect,   except the number of villages electrified in which case also the develop- 

ment has been unbalanced because there was a substantial  shortfall in the number 

of pumps electrified. 

Physical performance during the Plan 

(I975-I978) 

1 

Item PFYP target 
PPYP achievement      Percentage 

(up to March 1977)    °f    *ar*!* '      achieved 

Generation capacity (MW) 451 223-75 50 

Transmission line (miles) 563 314 56 

33 KV lines (miles) 1,888 1,081 57 

Distribution line (miles) 10,622 2,594 24 

Thana electrified (number) 293 I58 51 

Village electrified Cumber) 1,000 1»056 106 

Pumps electrified (number) 20,250 1,214 12 

Source»    The Two-Year Approach Plan. 
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Qualified manpower 

178. In Bangladesh there is no dearth of ordinary manpower,  but  there is 

certainly a dearth  of qualified manpower which implies persons with higher 

levels of education and training available to work in industry.    The country is 

short of skilled manpower and this shortage is made worse by the "brain drain", 

i.e. by the migration of trained personnel to other developing and developed 

countries,  ani by the inefficient use of skilled workers within the country. 

179« There are four stages in generating industrial skills:    (i)   suitable 

elementary education aimed at  furthering pupils'  versatility and adaptability; 

(ii)  secondary education that includes some broadly-based vocational  subjects; 

(iii) initial   job training in close co-operation with the employers;     and (iv) 

up-grade refresher courses and retraining schemes which are also the responsi- 

bility of industry.    Alternatively,   industrial  personnel    falls under three 

categories for training purposes:    lower-level,   middle-level and higher-level. 

Lower-level personnel may be trained at vocational  schools,  vocational training 

centres or by the industrial enterprises themselves.    On-the-job training in 

this respect seems to be the most efficient  method.    Middle-level personnel may 

be trained in technical institutes and under within-industry training programmes. 

The training of higher-level  personnel in engineering an!  technological  skills 

also leaves much to be desired an; additional practical training is required. 

Higher administrative and managerial  staff should be trained in management- 

development centres.    In addition,  there should be special  courses for industrial 

development administrators who are responsible for the administration of 

Government policies.     In Bangladesh,  the number of vocational  schools and 

the opportunities fo^ training in skill and management development are very 

limited and as such there are shortages of people with high levels of education 

and skill needed by industry.    The situation in those respects could be improved 

by increasing industrial training facilities for an increasing number of young 

people with basic general  education.    The present  scarcity of qualified man- 

power for industry in Bangladesh is,  therefore,  not a permanent handicap. 

Import substitution potential 

I80. The whole history of industrial development in Bangladesh ao far has been 

one of import substitution,  i.e.  some of the goods previously imported from abroad 

are now produced domestically to feed the home market.    This is the case with most 
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industrial  products such as cotton textiles,   sugar,   matches,  drugs,  soap, 

paper,   footwear,   fertilizers,   etc.    The  only major export  industry that   grew 

up  on the basis  of domestic raw materials is the  jute manufacturing industry 

the  finished products of which,   together with raw jute,   account  for most   of 

the  total foreign exchange earnings of Bangladesh.    Unlike many other develo- 

ping countries,   however,   Bangladesh could not go very far in respect  of import 

substitution,   i.e.  to the extent  of making itself self-sufficient in some 

products and producing surpluses in some others.    This is partly due to the 

fact  that the country is  short   of raw materials and other industrial materials 

and capital goods which need to be imported too,   to further the development 

of even established industries.     Foreign exchange resources are very scarce. 

181.  Further import  substitution must  proceed,  in a less  developing and poor 

country like Bangladesh,   in terms of the production of the basic needs of life 

of the majority of the people and the availability of the still unutilized 

domestic raw materials.     The basket  of goods and services needed by the vast 

majority of the  people may be  determined by their requirements arising from food, 

clothing,   shelter,   minimum education,   medical treatment and care including the 

naeds for population control  or family  planning.    The relevant industries that 

can be mentioned in this context include different types  of food processing, 

yarn and artificial fibres production,   jrdinary plastic products,  cement,  pre- 

fabricated construction materials,   roofing materials and other building materials, 

electrical goods,   parts and components,   drugs,  and contraceptive products for 

birth control on a national scale.    Further the country has to be made  self- 

sufficient in food and as such all industries needed for an intensive production 

of food from agriculture such as all agricultural inputs such as fertilizer, 

seeds,  pesticides,  irrigation,  and farm tools and implements and irrigation 

machinery,  both ordinary and mechanized,  must be    given the highest priority. 

A third area of industrial activities emerges from the need to build up or 

develop infrastructural facilities of a varied type such as the supply of water 

in the rural areas,  the construction of feeder roads on a durable basis,  the 

supply of transport vehicles,   the electrification of the rural areas,  the 

setting up of training schools or centres for practical work,  the construction 

of market centres,  the setting up of small industrial estates for the  locaton of 

small-scale industries,   etc.    The industries for the manufacture of water pumps, 

road construction machines, transport vehicles,  electrical goods and parts ana 

components,  building materials,   etc.,   are quite in order in this context and 

these have further import substitution potential. 

1 
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Linkage potentials within the manufacturing sector and with other sectors, 
i.e.  agriculture,  construction 

182. Inter-sectoral linkages have been referred to in Chapter II.    In the absence 

of input-output  statistics for Bangladesh,   the  direction  of future industrial 

development  on the basis of possible linkages may be indicated.    The country 

has about 74 modern jute manufacturing factories.    The juet industry offers a 

demand for parts and components and machinery,  but  the growth of tne industry 

has not led tu a  jute machinery industry on anj   scale.    Even with imported 

raw materials and local  skill, Bangladesh has ths  prospect  of developing a jute 

textile machinery industry.    For the  same reason,   it  should develop cotton 

textile machinery,   parts and components.    The  same argument may be applicable 

to other cases.    The developed industries should lead to the growth of related 

industrial activities supplying the former with simple machines,   parts,   com- 

ponents and tools. 

183. Secondly,  Bangladesh has a known reserve of 9 trillion cubic feet  of 

natural gas which contains 98 per cent or more of methane.    This is a major 

industrial resource of the country on the basis of which other possible indus- 

tries should be developed.    At present,  natural gas is used to produce urea,  to 

help to generate  electricity and to substitute for other fuels in industries 

and households.     There has been a long standing proposal to set up an industrial 

chemical complex in Bangladesh.    Three main products,  namely urea,  fibres,  and 

P.V.C, are desirable and in the future the demand for them from various sources 

will increase.    The complex will produce by-products such as bleaching powder, 

caustic soda and soda ash,  methanol,  acetone,   formalin and other allied products 

for which a country with a large population like Bangladesh will  offer adequate 

demands.    There isa potential for large firms in industrial complexes,  for 

example,  petrochemicals,   plastics and synthetics. 

184. Thirdly,  the engineering industries have a promising future in Bangladesh 

and there are already some units in this sector.    These will produce agricul- 

tural machinery and machine tools for industrial workshops and are linked with 

the power sector through the production of electrical equipment and accessories. 

They will produce spare parts and components for textile machinery and for the 

transport industry.    They will also produce precision products like clocks, 

typewriters,  calculating machines and the like.    There are already shipbuilding 

and repairing facilities.    These yards may eventually produce craft and boats 

if inputs are made available to them. 
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185. Fourthly,  industries supplying inputs to agriculture have a great poten- 

tial because agricultural production particularly food grains must be increased 

and as there is no scope for expansion of cultivable land,  the emphasis must be 

on intensive cultivation through the application  of improved inputs like fer- 

tilizer,  pesticides, irrigation,  seeds,  credit  facilities,  etc.    Agricultural 

inputs including agricultural implements such as pumps and pipes for irrigation, 

tools, tillers,   sprayers,  ploughs,  burrows,   simple hand-tools,  non-motorized 

transport equipment,  machinery repairing services,   etc.,  are expanding areas 

for new industrial opportunities.    Existing industries providing these inputs 

are very limited. 

186. Fifthly,  the linkage potential between the  large industrial  sector and 

the small industrial sector may be substantial.    The supply of a basic raw 

material,   for instance,  yarn or steel,  produced on a large scale,  could create 

production and employment in many small units geographically scattered over the 

country.     Certain industrial tasks,  that is,  the production of particular 

industrial products required by a number of large enterprises may be subcon- 

tracted to particular firms which can produce them more efficiently.    Thus the 

interdependence between large and small firms is more than real.    The 1 nkages 

between agriculture and industry,  for instance,   are considerable and can surely 

he strengthened and increased.    To demonstrate this,  agricultural inputs supplies 

by industry and industrial .»friáis by agriculture need to be identified and 

shown in an input-output table.   Approximate intersectoral purchases should 

also be quantified.    The extent to which they are locally produced and imported 

can be shown.    Again,  construction inputs like cement,   etc.,  are supplied by 

industry and construction of different types offer a demand for all types of 

industrial goods.    The interrelationship between the two sectors is obvious. 

Location of country in relation to markets in industriali «ed countries 

187. Transport relations of a country with the rest of the world in respect of 

both the import of required raw materials such as inputs for its industry as 

well as the export of finished products to other countries of the world con- 

stitute an important industrial advantage.    It is, in fact, not the distance 

of a country from other countries, but the transport relations with them, i.e. 

the ease or facility and cheapness with which transport and communications can 

be oarrisd on that matter.    For instance, in the earlier years of its industriali- 

Mtion, Japan, by virtue of its convenient insular position, was able to import 

raw materials and machinery for its industries by relatively cheap sea transport 
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from its suppliers and could similarly export finished products to other 

countries of the world.    She had and still has an important advantage in 

transport relations or cost.    The city state of Singapore is another example 

in point. 

188. Bangladesh,   through its ports of Chittagong and Khulna,  has easy access 

by sea to countries of the Middle East and South East Asia and to other South 

Asian countries,   namely India,  Ceylon and Pakistan.     It imports fuel from the 

Middle East countries and machinery from Japan and machinery and some raw 

materials and finished products from India,  two industrialized countries. 

Eangladesh sends its main exports,   raw jute and manufactured jute products, 

by sea to industrialized countries of the west,  including the United States and 

tea to Pakistan and other countries. 

189. Bangladesh is not badly located as far as sea transport is concerned,  in 

relation to markets in industrialized countries.    The question,  however,  is 

what industrial products the country can possibly produce,  which will have a 

market in industrialized countries.    Por instance,  the processing of prawns 

exported to the United States is being done.    One possible field lies in the 

processing of crab meat,  frog legs and eels.    Another possibility lies in 

developing some labour-intensive (labour being relatively cheap)  industries 

producing ready-make garments and apparel and assembly-type electrical goods 

and electronics,  provided that foreign participation in the form of investment 

and training is available.    Irrespective of the location of Bangladesh in re- 

lation to markets in industrialized countries,  the country is well-located in 

relation to the markets of South Asia, South East Asia and the Middle East. 

Industrial climate and living conditions to attract foreign investment 

190. Any developing or developed country which needs,  and wants to attract 

foreign capital to accelerate the pace of its industrial development must make 

systematic efforts to improve or better conditions constituting what may be 

called the industrial climate.    The creation or improvement of the industrial 

climate favouring foreign investment depends on conditions such as (i) the 

attitudes and policies of government towards private business,  foreign capital 

and personnel and industrial problems in general;    (ii) taxation, including 

rates, exemptions and procedures;    (iii) import and tariff policies such as 

protection for new industries, import duty relief on capital goods and materials; 

(iv) foreign exchange controls affecting imports and repatriation of capital and 
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earnings?    (v) immigration rules affecting the inflow of skilled personnel} 

(vi) the availability of domestic finance and its cost as well as the availa- 

bility of labour and skills and their costs and laws affecting employment of 

labour and the attitude of labour itself;    (vii)  the infrastructure of power, 

fuel, transport,  water and communication facilities and their pricing;    (viii) 

the availability of plant sites and their cost;    and (ix) the availability of 

services needed by industry. 

191. In Bangladesh,   the latest Government policy concerning foreign investment 

as described in Chapter V,  continues to be one of welcoming foreig.i investment 

for both public and private industry on mutually advantageous terms and appropri- 

ate action covering most of the conditions mentioned in the earlier paragraph has 

been taken by the Government.    Foreign investment is acceptable to Bangladesh 

on reasonable terms and conditions in all civilian industries and the Government 

has taken steps to promote and facilitate such investment through advisory ser- 

vices and publicity measures. 

192. The living conditions of a country should also be  satisfactory enough so 

as to attract foreign investors and technical personnel.    Housing and other 

modern facilities should be available for the personnel and their families. 

The climate of a place is also considered to be an important factor.    Housing 

and other modern facilities for living are available in Bangladesh where the 

climate is also agreeable. 
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VTII.     REGIONAL,  SUB-REGIONAL AND BILATERAL CO-OPERATION 

AGREEMENTS RELATED TO INDUSTRIAL DEVELOPMENT 

Regional  or sub-regional industrial programming 

193. There is no element  of  regional  or sub-regional  co-operation in the 

industrial planning and programming of Bangladesh as it  is not a member  of 

any group of countries like ASEA?T or RCD.    The latest industrial  development 

policy of the Government  of Bangladesh refers only to the  setting up of  joint 

industrial ventures which implies only bilateral  co-operation  b-jtwom itself and 

any other country or countries willing to set up  joint industrial ventures. 

Such bilateral  co-operation takes the form of an agreement   between a loc-al 

coinpany and a foreign  company on the terms and conditions according to which nuch 

a  joint venture will be  set up and run in the interest  of both parties concerned. 

194. It may be recalled that in Bangladesh all the major industries were 

nationalized in 1971-1972.     They all became public  sector enterprises and in 

this sector there is no such  scheme for which Bangladesh has entered into any 

form of co-operation with any developing country of Asia.    In the private sector, 

however,  the following two projects were permitted foi   promotion in collaboration 

with the countries of Asia. 

1 

Name and address 
of the project Locati on 

Country of    Investment (Taka in Lacs) 
Sector foreign  

investment    Internal    External    Total 

M/S A.K. Khan and Batali Hill Catching Japan 20.00 
Company,  Ltd. and proces- 
satali,  Hill, sing of 
Chittagong fish 

M/S Hòaaf Pishing Cittagong     Catching Korea 5O.OO 
Company,  (Pvt.) and proces- 
Ltd. sing of 

fish 

58.OO      73.00 

I27.5O    I77.5O 

L 

I95. There are  some projects  operated jointly between Bangladesh and developed 

countries,    More information  on this will have to be collected.    Bangladesh has, 

however,  participated in regional  or sub-regional co-operation relevant to 

industrial development  in certain ways,   such as,  in the  setting up cf the 

Regional Centre for Technology Transfer,  the Regional Network  for Agricultural 

Machinery,  the formulation of industrial  strategies and policies,  etc. 
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196. Bangladesh isa member of the British Commonwealth of Nations and as 

such is entitled to certain commercial advantages in relation to some of these 

countries.    It is likely that a Commonwealth Regional Centre for Rural Tech- 

nology will be set up in Dacca as a co-(perative project. 

Special trade agreement  for export  of manufactured goods 

197- The technique of selective trade liberalization plays an important role 

in promoting regional  co-operation.    ESCAP has  succeeded in bringing together a 

number of countries  of the region,  which have agreed to embark on a programme 

of trade liberalization in selected goods.    This agreement is known as the 

Bangkok Agreement.    Bangladesh isa signatory to the Agreement.    Other signa- 

tories to the Agreement are India,  Lao People's Democratic Republic,  the 

Philippines,  the Republic of Korea,  Sri Lanka and Thailand. 

I98. In terms of this Agreement,   each participating State shall apply such tariff 

and non-tariff concessions in favour of the goods originating in all  other 

participating States as are set  out in its respective national  lists of con- 

cessions.    These national lists of concessions may be of help in the identifica- 

tion of industrial  subsectors or products where  joint industrial projects on a 

subregional basis may be feasible and fruitful.    The list  of concessions of 

Bangladesh is given in Table 29. 
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n« REVIBf OF THE PARTICIPATION OP THE PUBLIC SECTOR. DOMESTIC PRIVATE 

SECTOR AND MULTINATIONAL IH INDUSTRIAL DEVELOPÌÌHIT~  

Ownership pattern - Public Sector and Private Sector 

199-    To understand the precent pattern of industrial ownership and 

organisation in Bangladesh, it is necessary to refer to a few factors 

responsible for the industrial development of Bangladesh between 1947 and 

1970 (then East Pakistan). As Bangladesh had little background of modern 

industrialisa), there was hardly a class of local extrepreneure available 

to take the initiative in industrial development and as such the part played 

by this non-looal entrepreneurs and certain institutions was very important. 

In the initial years of industrialisation, entrepreneurship came mainly from 

among the non-locals who migrated from India, with considerable resources in 

terms of finance and experience. The institution which pioneered the develop- 

ment of manufacturing industries in association with private enterprise, was 

the Pakistan Industrial Development Corporation (later know as the East Pakis- 

tan Inudstrial Development Corporation and still later as the Bangladesh 

Industrial Development Corporation). Many of the jute mills were set up in 

association with PIDC/EPIDC/BIDC. Almost all sugar and paper mills were built 

by PIDC/EPIDC/BIDC and the same applied to the setting up of fertiliser and 

cement factories. Private enterprise was dominant in cotton, in other textile, 

in leather, tobacco, pharmaceuticals, in other chemicals, in tea, food and 

beverages. Heavy industries such as the steel mill and shipbuilding were in 

the public sector, whereas light engineering and electric assessories were 

in the private seotor. 

200. In the process of industrialisation, the so-called non-locals played 

a dominant role as owners, entrepreneurs, managers and technicians. They not 

only provided capital and entrepreneurship but also valuable managerial and 

administrative skill. In many oases they provided the skilled workers and, 

in certain cases, unskilled labour as well. It was only during the later 

stages of the EPIDC-sponsored enterprises that the local managerial class 

was growing under the supervision of the public sector. This situation was 

clearly demonstrated by the larg* number of abandoned industrial units taken 

over by the Bangladesh Government when their owners had left the country 

with the termination of the civil was in 1971. 

201. The Pakistan Industrial Development Corporation served as a 

catalyst and facilitated thi growth of large scale industrial enterprises 

L 



L 

- 76 - 

by participating in industrial development jointly with private enterprise. 

Public sector ownership was restricted to the few units in the heavy 

engineering and chemical industries, in the paper, cement and steel industries 

and to the sugar industry where the public sector had a virtual monolopy. 

After having successfully promoted the industrial units, the Corporation 

intended to dis invest some of theBe on the accepted principle of a mixed 

economy in which the public sector was to supplement and not to supplant 

the private sector. 

202.    The Pakistan Industrial Development Corporation was later bifurcated 

into West Pakistan Industrial Development Corporation and East Pakistan 

Industrial Development Corporation later known as Bangladesh Industrial 

Development Corporation after the establishment of Bangladesh in 1971. 

While the Corporation was the major institution participating in and stimu- 

lating the industrialization of the country, there were other institutions 

rendering supporting facilities or services to industries, both private and 

public, in their respective areas. Some of these institutions later were 

initially set up like the Corporation on an all-Pakistan basis, but were 

later bifurcated into two, one to serve each wing of Pakistan. 

203«     The National Planning Commission was responsible for the prepa- 

ration and co-ordination of the industrial plan as part of the overall 

plan for the country. The Ministry of Industry was responsible for the 

formulation of the overall industrial policy and its implementation in 

detail through the various agencies and organs of the ministry.  Industry 

was supported by many institutions. 

204. The whole industrial system operated in a framework of mixed 

economy in which the private sector played the dominant role and the 

public sector was restricted to the traditional and a few selected areas 

and was designed to facilitate the working of the private sector by 

developing infrastructures and acting as a catalyst and promoter in the 

field of manufacturing industry. 

Changes brought about after the emergence of Bangladesh 

205. With the emergence of Bangladesh in 1971 as a separate status, 

the new government changed the whole framework of industrial ownership and 

policy. All industrial units owned by the non-locals were taken over by 
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ths government at abandoned units. All units in the juts, tsxtils and 

sugar sectors wars nationalised. Sectoral corporations were established 

for jute, textiles, sugar, engineering and shipbuilding, steel, paper and 

board, chemicals, fertilisers and pharmaceuticals, food and allied products, 

gas, oil and minerals and tanneries in addition to a fisheries, forest 

products and small industries corporation. A cottage industries corporation 

was set up. Nearly 250 enterprises with 89 per cent of all industrial fixed 

assets were brought under public ownership. This action was part of the 

government's policy to create socialism which was one of the objectives of 

the state policy under the constitution, which was to allow private property 

within limits and co-operative ownership within the legal framework of the 

country. The industrial policy of the government accordingly aimed to 

encourage the private sector within small limits set in terms of fixed 

assets  for any single unit of enterprise. It allowed foreign private 

investment as a minority shareholder in association with a public corporation. 

The investment and promotional activities of the government were restricted 

to the small-scale industries ssctor. 

206.    The Bangladesh Industrial Development Corporation was allowed to 

disintegrate and, by a Presidential Order in 1972, the sector corporations 

were set up. Thus the public sector in Bangladesh came to own or control ». 

very large number of enterprises. In early 1973, some 620 snterprises with 

assets  valued at Takaa 3,774 million were under stats ownership or control. 

The distribution of these enterprises is shown as follows: 
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Number 
of 

•nterprises 

A. CORPORATIONS 

B. 

1. Bangladesh Jut« Mill (BJMC) 

2. Bangladesh Textile Mill 
(BTMC) 

3. Bangladesh Sugar Mill (BSMC) 

4. Bangladesh Steel (BSC) 

5. Bangladesh Engineering and 
Shipbuilding (BESC) 

6. Bangladesh Fertilisers, 
Chemicals and Pharma- 
ceuticals (BFCPC) 

7. Bangladesh Pood and Allied 
Product (BFAPC) 

8. Bangladesh Paper ft Board 
(BPBC) 

9. Bangladesh Oil, Gas and 
Minerals (BOOMC) 

10. Bangladesh Forest Industries 
(BFIC) 

11. Bangladesh Tanneries(BTC) 

FOUNDATIONS 

76 

52 

15 

8 

17 

16 

10 

6 

30 

1. Sena Kalyan Samitha 20 

2. Freedom Fighters Foundation        I5 

C    DISINVESTMENT BOARD 340 

Value of 
fixed assets 

(Takas in Billion) 

1,784.00 (for 73 units) 

391.70 (for 45 units) 

235.30 

473.74 

26.48 (for 7 units) 

56.64 

38.56 

489.60 

28.30 (for 5 units) 

35..^ 

10.00 

22.40 

11.30 

I7O.OO (approx.) 

D.    TOTAL 620 3,773.92 

Source:    E.A.C. Robinson and Keith Griffin:    The Economic Development of 
Bangladesh within a Socialist Framework,  (1973), paf« ... 

!r!"-!.fürti?n °f * Pr*<ioain*nt Pri"f enterprise industrial economy to 
a predominant public en erprise ec¿nw !•  

'<  1. The ohange mentioned above meant the transformation of a predo- 

minantly private enterprise industrial economy to an almost complete publie 
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ent«rpris« economy with all it« attendant complexities and problems 

concerning the operation and management of the public corporations as 

Nell a« of the enterprises themselves. 

208. Ten sector corporations were created and the government brought 

nearly ?.$0  enterprises with 89 per cent of all industrial fixed assets 

under public ownership. With the creation of such an enlarged public sector 

in industry, the need for working out an institutional framework which could 

guarantee efficient management became paramount in policy planning. The 

Bangladesh Industrial Development Corporation was replaced by the new sector 

corporations. 

209. The corporation thus became the focal point of management in the 

nationalised sector, but the relations between the various tiers responsible 

for the nationalised sector remained undefined. The enterprises were 

originally conceived to be the primary base for the public sector. They 

were *o be left free to manage their operations on a commercial baBis, with 

a view to attaining their commercial viability through freedom to buy, sell, 

hire and raise funds from the state-owned banking system. The chief executive 

of ths enterprise would be responsible to the corporation which retained 

the authority to appoint him. The corporation was thus to act as a super- 

visory organisation, to evaluate the performance of the enterprises, 

co-ordinate personnel, finances .id commercial policies where necessary and 

to deal with specific problems which were beyond the capacity of the indi- 

vidual enterprise. The corporation was in turn to be responsible to the 

government for the efficient performance of the enterprises under it. The 

immediate problem became one of defining the relations as between corporation 

and govenrment. The chairman of the corporations were to be directly res- 

ponsible to ths Minister for Industries and would in effect function as his 

secretariat in all matters pertaining to their respective industries. The 

Minister was to be served by a small secretariat of his own in the Ministry 

of Industries, to be known as the Nationalised Industries Divison (NID), 

under a secretary. This was to be staffed by a small body of professionals 

designad to provide specific teohnioal assistance to the Minister in dealing 

with the corporations' diverse problems. 

210.    The guilding principle was to be to free corporations from the 

interf«ranee of the bureaucracy. Th« principle of accountability on which 
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the system was to rest demanded this freedom of action for the chairman. 

In order to get people who were worthy of this responsibility and could 

fit into the concept of a commercially-oriented public sector, it was 

aimed to recruit professionally competent executives with a background 

of commercial and managerial experience. 

211. Another idea was to involve workers in the affairs of the 

nationalised sector in an effort to improve relations between labour and 

management. Elected representatives of the workers would sit on the 

management boards of all enterprise and workers would participate equally 

in the factory workers' committees and would get a share in the profits 

to ensure the smooth performance of the enterprises. 

Problems faced 

212. While these were the principles to be formulated to guide public 

corporations and enterprises, in practice, they were faced with many 

probIsms. Although, the sector corporations were set up and the principles 

on which these should be organised were engaging the attention of the 

responsible quarters, the nationalized sector was faced with a number of 

difficulties. First, in spite of the fact that some corporation chairman 

and directors with outstanding professional, administrative and managerial 

abilities were appointed, there was a general shortages of trained 

managerial personnel at the enterprise level. A vacuum was created in the 

field of entrepreneurship and management by the departure of the non-locals. 

The biggest problems in this respect has been faced in the abondoned units. 

213. Secondly, while the problem of trained manpower scarcities 

persisted, no income policy for the nationalised sector emerged, although 

the original intention of giving both workers and managers a stake in 

performance existed. No effective incentive system had been worked out. 

Nationalised industries were faced with persistent scarcity of pare parts 

and raw materials, very low inventories, lack of foreign exchange and 

consequent delay in tho issue of import licences, inadequacies in transport, 

power, banking and finance. All these factors created production problems. 

214. Thirdly, all enterprises have been chronically plagued with labour 

unrest in the form of workers' demand to extract large sums either as 

ad hoc benefits or in terms of higher wages and benefits. Increase in 
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workers'   indiscipline and their consequent reduced efficiency had affected 

the enterprises very unfavourably.    Such indicipline had perhaps its roots 

in the acute economic crisis that developed  in Bangladesh in  the post- 

liberation period.    Further no well-defined  labour policy existed in 

the country. 

215. Fourthly, although the sector corporations were formed and  the 

public sector was so substantially enlarged no guidelines defining the 

relations between the various tiers of the nationalised sector and the 

operation of the corporations and the public enterprises were formulated. 

The administration and management of the corporations and of the public 

enterprises were not placed on a sound footing.    Lastly,   the pricing problem 

plagued the nationalized industries.    Fixation of prices should have been 

made the responsibilities of the corporations and the enterprises.    They 

would have been guided by the market and profits considerations.    Put the prices 

of many products were centrally determined by the government and kept below 

cost to the enterprises which were forced to  incur heavy  losses. 

216. The efficient  performance of the large public sector in Bangladesh 

is of crucial importance but a lot remains to be done in this field by 

adopting appropriate measures to deal with the problems of  the nationalized 

industries pointed out above.    The nationalized  industries have been beset 

with many difficulties,  althogh their perfomance as often  judged by their 

present performance in the production field as compared with the 1969-70 

position,  has not been altogether discouraging.    What  is,  however, valid is 

not only  the comparison of their performance with the 1969-70 situation, 

but also the paramount need for their increasing contribution to the 

Bangladesh economy in the post-liberation years and also for their esta- 

blishment on a sound administrative,  economic and financial basis. 

217. All large scale industrial enterprises were nationalized and the 

sector corporations were set up.    The ceiling for a private sector enter- 

prise was restricted to an investment below Takas 2.5 million.    The sphere of 

private ownership and management in industry was thus strictly limited 

although the present Government ha« again widened the soope for private 

enterprise in industry.    This subject has already been discussed in 

Chapter V. 
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Participation of Multinationale in industrial development 

216. The participation of the multinationals  in the  industrial develop- 

ment of the country  is very limited.    There are a number of multinational 

corporation» operating their branche* in Bangladesh,  namely,  Lever Brothers 

Ltd.   (in soap and chemicals),  Imperial Chemical  Industries  (in chemicals and 

drugs), Shell and Esso Groups (in petrochemicals).    They usually run their 

local branches based mainly on raw materials and know-how obtained from 

their parent factories and sell  their products  in the  local market. 

Regional distribution of industry by ownership (public and private) 

219. The regional distribution of investment has an important effect 

on the dispersal of  income and employment and as such a major objective of 

the  industrial development policy of the Government has been the geographical 

dispersal of industrial units both public and private. 

220. The Bangladesh  industries have shown a marked tendency towards 

geographical concentration and thus demonstrated differential industrial 

growth rates among the various areas of the country.    The distribution of 

industry is governed by a variety of considerations suoh as availability of 

factory sites or premises, availability of labour both skilled and unskilled, 

easy access to raw materials and markets for finished products, nearness to 

port,  nearness to headquarters,  the availability of power and other fuels 

such as coal,  oil or gas,   the supply of water,   living conditions and climate, 

access to government decision-making authorities and relationship to the 

entire system of linkages between a given industrial enterprise and other 

industries and location of physical infrastructure.    Besides all these 

economic considerations,  social and political factors play a part in the 

determination of the location of industrial enterprises, particularly that 

of public industrial enterprises.    Furthermore, Government policy plays 

an important part and Bangladesh like many other countries intervenes in 

the location of industrial units, private or public. 

221. The pattern of the geographical distribution of industry in 

Bangladesh is as follows: 

(i)    The district of Dacca is the leading industrial centre 

of Bangladesh with large industrial complexes at 

Marayangsnj, Dears, Tongi, Joydevpur, Onorassi and 
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Narsingdi.    Although cotton textiles show a wide 

dispersal not for manufacturing units but because of 

handloom factories,  these are still mainly concentrated 

in this district.    Other industries in the  Eacca district 

are fruit processing,  oil milling, matches,  fertilizer, 

pharmaceuticals and other chemicals, paper and paper board, 

basic metal  industry, metal products,  non-metallic products, 

engineering industries and transport equipments and 

miscellaneous  industries,  printing and publishing,  leather, 

jute  textiles and moderately diversified and  intermediate 
products. 

(ii)    Nsxt to Dacca comes the district of Chittagong.    Industries 

located in this district mainly are cotton  textiles,  salt, 

fish processing,  fertiliser,  chemicals,  paper and paper 

board  (Hill  tracts),  basic metal  industry,  non-metallic 

products,  engineering industries and transport equipment, 

printing and publishing,  leather,   jute textiles,  cotton 

textiles and moderately diversified and intermediate 
products. 

(iii)    The districts of Khulna and Sylhet are the other two 

concentrations.    Industries located in Khulna include 

fish processing, matches, paper and paper board, 

engineering industries and transport equipment,   leather 

*nd jute textiles.    Tea is concentrated in Sylhet. 

(ir)    The rest of the districts fall much below the average 

degree of concentration.    In the Noakhali district, 

industries located are salt, fish processing and oil- 

milling, metal products, printing and publishing and 
leather. 

(•)    Heedless to say that the areas where industries are not 

located are also areas with poor transportation facilities 

•nd poor supply, whereat industrial areas have all these 

facilities with good markets for product«, 

(•i)    With the exception of a few industries such as sugar, 

toa,  jut« pressing and cement, most other industries are 

•arket-oriontod.    Industries generally have tended to 
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concentrate in some areas which have developed a 

tradition of manufacturing activity, have skill, 

entrepreneurs and administrative and service facilities. 

222. As already indicated, all major industries of Bangladesh are 

nationalised.    The three major industrial areas have got an appreciable share 

of the nationalised industries, although the Dacca industrial area would 

naturally top the list in  this respect.    Small  industries belonging to the 

private sector are more widely dispersed, although they have also tended to 

locate themselves  in or near the main industrial areas due to the proximity 

of large markets.    Some of  industrial units both public and private have 

been located in the economically backward districts due to the Government 

policy of promoting development there though the licensing procedure and 

the offer of oertain incentives such as tax holidays,  loan at cheaper 

interest, provision of infrastructural facilities through the setting up of 

industrial estates etc. 

Major industrial investment projects completed or budgeted for the near future 

223. Bangladesh Economic Survey 1976-77 gives some information about the 

development projects in several industrial sub-sectors for which allocations 

were already made during 1976-*77.    More information on this item remains 

to be collected.    The emphasis in the industrial sector is on the completion 

of major on-going projects like Ashuganj Fertiliser Factory, several cotton 

mills, Machine Tools Factory, etc. -' 

J1   Départaient of Fil«a and Puoiioations, Ministry of Inforaation and 
Braodoasting, Oovoranont of tho People'• Repoblic of Bangladesh: 
Maia Features of tho Two-Tanr Plan, (l978-'80), p.10. 
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X. REVIEW OF TECHNICAL ASSISTANCE PROJECTS RECENTLY COMPLETED OR IN 
PROCRESS IN RELATION TO INDUSTRIAL DEVELOPMENT OBJECTIVES 

224. Bangladesh ìB a least developed country and obtains technical 

assistance from various international organizations and bilaterial sources 

to support her overall development programme. The Government of Bangladesh 

attaches considerable importance to the development of the country's indus- 

trial sector in their effortB to reduce its dependence on agriculture by 

bringing about a diversification of its economic activities through the 

development of industries ranging from cottage type manufacturing to sophis- 

ticated engineering factories. Industrial development will open up 

opportunities for the generation of income in new fields based on nitherto 

unutilised, or newly discovered, resources and on factors of production in 

which the country has a comparative advantage, namely, a plentiful supply 

of cheap labour. The industrial sector offers the major significant 

opportunity to absorb the growing labour force. The priorities of the 

Government are therefore to support labour-intensive industries;  industries 

whcih will diversify the country's export earnings; those which will 

substitute for imoorts;  industries which will manufacture essential 

consumers goods for the local market; industries which will use domestic 

agricultural raw materials; and those which will increase the production 

of agricultural inputs. Rural industrialization ie also treated as very 

important from the point of view of achieving diversification of rural 

employment opportunities through the creation of non-farm activities. 

Measures are being taken to pronote rural industrialisation.. 

225. Although public sector industry predominate«, the Government have 

announced their policy of enhancing the area of private sector industry and 

investment and have followed a policy of disinvesting some of the nationalised 

units to private enterprise. To improve the efficiency of both public sector 

and private sector industry, appropriate management practices and training 

facilities are being introduced with technical assistance fro« various source«. 

United Nation« Industrial Development Organisation (UNIDO) 

226. UNIDO has a number of technioal assistance project« in Bangladesh 

a« follow«: 

1. Pr«fea«ibility study of the establishment of an export processin« 

«one - a consultancy requirement by a consultant. 
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2. In-plant group training programmes. Then« include various 

in-plant training programmes organized by UNIDO with funds 

from bilateral sources. 

3. Utilisation of natural gas for synthetic fibre production 

— a feasibility study by a short-term consultant. 

4. Utilisation of natural gas for vinylchoride and PVC production 

— a feasibility study by a short-term consultant. 

5* Commissioning of boilers for Bangladesh Sugar and Food 

Industries Corporation — a short-term consultancy. 

6. Leather industries preparatory mission — consultancy. 

1 

Present UNDP Progra 

22?.    The total resources under IPP available for Bangladesh from 

January 1977 to June I98O are expected to be US$43.2 million. In addition 

there was a carry over from the unspent 1976 ceiling of US$1.5 million. 

228.    On-going projects to be carried over from the First to the Second 

Country Programme have been reviewed at several stages to reflect the 

strategy of the Government. These were requested, formulated and started 

in the First Country Programme, but they have been made consistent with the 

approach of the Second Country Programme. 

Industry Projects 

228. a) Present UNDP Programme 

72/025 - Plastios Processing 

73/043 - Jute Industry 

73/047 - Shilpa (industrial Development) Bank 

73/049 - Textile Industries (PA) 

73/056 - Sam11 Soale Industries 

73/058 - Metalworking 

74/011 - Management Development (PA) 

74/026 - Cottage Industries (PA) 

75/002 - Linkage Studies 

75/009 - Pood Indmstriee 

75/013 - Jute Technological Research 

75/020 - Sponge Iron Technology 
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229. The estimated total Government inputs for these projects from 

January 1977 to June I98O are 4,123 thousand Taka, whereas the estimated 

total UNDP inputs come to US$2,476 thousand. 

230. b) Projects or project extensions under preparation 

73/049 - Textile Industries 

74/026 - Cottage Industries 

75/03O - Basic Chemical Industry 

75/OO5 - Ceramics Industry 

231. The total estimated UNDP inputs come to USf1,959 thousand. The 

figures for the Government inputs are not yet available. 

232. c) Prospective areas for UNDP assistance 

- Leather Industry 

- Extraction of Aluminium from Clay 

- Improvement of Glassware Production 

- Improvement of the Design of Ceramics Pottery and Furniture 

- Feasibility Studies for the Production of national Gas 

based Products 

- Market Studies for Machine Tools, Electric Equipment and 

Jute Carpets 

- Assistance to the Steel Corporation 

- Study of Potential for setting up new industries based on 

Indigenous Raw Materials 

- Assistance to Machine Tools Factory 

- Assistance to the Pulp and Paper Industries 

- Assistance to Safety Match Industry 

- Standardisation and Enforcing Quality Products 

- Assistance for Improvement of Packaging Industries 

- Assistance for Formulation of Projects for Production of 

Aluminium Products 

- Feasibility Studies for Project Identification for Second 

Five-Tear Plan. 

233. One important on-going UHDP/falllDO project "Jute Industry Development", 

seeks to help revitalisation of the jute industry. The project is concerned 

with (i) production planning, (ii) quality control, (iii) productivity and 

(iv) management assistance. 

1 
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234«    A CIDA (Canadian International Pevelopment Agency) team conducted 

a feasibility study for establishing a Central Workshop for manufacturing 

•pare parta for the Jute Mills Corporation. In response to the suggestion 

made in the study,M/S Galfra Habib has been transferred from Bangladesh 

Engineering and Shipbuilding Corporation to Bangladesh Jute Mills Corpo- 

ration. Under an agreement Galfra Habib is expected to receive financial 

assistance for balancing and modernisation from CIDA. 

235*    Bangladesh has received and expects to receive a substantial 

amount of technical assistance from the Colombo Plan, U.S.A., U.K., India, 

Wast Germany, Holland, Sweden, Soviet Union, Bulgaria, Chechoslovakia, Ford 

Foundation, UNICEF, UNFA, etc. Without a detailed analysis of the components 

of their assistance, it is not possible to say how much of the assistance from 

these international and bilateral sources has a bearing on the country's 

industrial development. Assistance to facilitate management development 

training and technical training ia surely relevant to industrial development. 

1 
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XI.  POTENTIAL AREAS OF FUTURE UNIDO CO-OPERATION WITH BANGLADESH 

236. Bangladesh is a least developed country and it needs a good deal 

of technical assistance in many areas and in various forms for the promotion 

and acceleration of its industrialization. Technical assistance activities 

art financed mainly by the United Nations Development Programme (UNDP), 

partly under its allocations to assist national development programmée and 

UNIDO acts as an executing agency for UNDP. UNDP also makes an allocation 

of fund annually for the Special Industrial Services (STS) programme aevißed 

by UNIDO as a way of meeting emergencies or other needs for which no other 

budgeing provision has been made. Out of this UNDP allocation, USt 1 million 

is expected to be used on behalf of the least developed countries. 

237. UNIDO already has half a dosen technical assistance projects in 

Bangladesh, as earlier indicated. The present UNDP programme consists of 

12 industrial projects, in addition to 4 more industrial projects or project 

extensions which are under preparation, furthermore, the Government have 

listed another I5 industrial projects in the second UNDP country programme 

for Bangladesh from January 1977 to June I98O. All these have been indicated 

in Chapter X. The Programme was placed before the Governing Council of UNDP 

in it« 26th Session held in Geneva in June 1978, for its approval. It is 

expected that the total resources under the IPF (indicative Planning Figure) 

available for Bangladesh from January 1977 to June I98O will be about 

US$43.2 million, in addition to a carry over of US$1.5 million from the 

unspent I976 csiling. The total thus comes to US$44.7 million. The share 

of industry in GDP in Bangladesh is about 10 per cent and the industry's 

share in the total financial resources under the second country programme may 

be taken to be approximately US$4.5 million. What is of utmost importance is 

to forsmlate progresses, sore specifically projects, for the full utilisation 

of these resources. 

Country programing 

238. There sees» to be genuine interest in Dacca to utilise UNIDO'« 

assistance to the largest possible extent. Bangladesh, however, needs 

active assistance fro« UNIDO in developing detailed industrial programming 

for UMIDO finance as early as possible. The UNDP office in Dacca is under- 

staffed and is necessarily burdened with «any responsibilities and industrial 

progresaing is only one aaong its «any functions. Moreover, industrial 
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programming i« a specialized job.    In view of the urgent need for industrial 

development and other associated facilities,  the  traditional bureaucratic 

methods will not be helpful and as such a machinery or organisation should be 

created there, which will demonstrate  the initiative, drive and dynamism 

needed for the development,  formulation, appraisal and implementation of 

industrial projects. 

239. In  the UNDP office,  Dacca,   there muet be an efficient UNIDO  cell 

under the supervision of a Senior UNIDO Official with supporting staff.    The 

poet of a UNIDO Senior Industrial Field Adviser  in Dacca  has now been created, 

but none has been  recruited yet.    The  proposed cell or unit attached  to UNDP 

would be responsible for developing e   detailed industrial   programme  for 

UNTDO assistance.     It will  of course have to work   in close co-ordination and 

co-operation with appropriate designated authority of the Government  of Bang- 

ladesh.     Such an arrangement on the Government side should be created within 

the  Planning Ministry.     The function of this unit  or the  Government counter- 

part will  be  to have regular consultations within  the concerned government 

agencies,  departments and  public corporations  in  non-traditional wayc and to 

see  that  suitable  industrial projects are  identified and  developed and  evaluated 

for inclusion  in  the country programme  for UNIDO assistance.    The Government 

counterpart will,  of course, work in  close  co-operation and co-ordination with 

the UNIDO unit and  there  should be a constant  interchange  of views between 

the  two organs of the machinery  for the common purpose.     This machinery will 

ensure  the  speed and efficiency with which work could be  done at both ends 

and  facilitate the necessary follow-up work connected with the  formulation, 

approval and  implementation of the projects. 

240. Many of  the projects conceived have not been approved as yet.    Most 

projects  have  to be worked out  in some detail.    The order of priority  of the 

projects remains  to be determined.    This  is a matter to which the strengthened 

machinery has  to give the utmost attention. 

241. A  few considerations are in order here.    First,   the order of priority 

should be determined in view of the present requirements  of the country.    The 

requirements are many and varied, but  in view of the prevailing food situation 

in the country,  the projects related to food production directly or indirectly 

should receive the topmost priority.    An attempt should be made  to find projects 

related food production in co-operation with concerned organisations,  such as 

the Ministry of Agriculture, the Ministry of Pood and the Food and Allied 

Industries Corporation. 
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242. Secondly, the major modern industrial sub-sectors belong to the 

nationalised eector. The major problem there is the management of these 

industries to deal with the bottlenecks and speed up production. Any 

project contributing to this area should be given a very high priority. 

The jute manufacturing industry, in particular, which is still the main 

foreign exchange earner is beset with many problems and any assistance to 

a scheme for the reorganization of the industry will be of paramount 

importance. 

243. Thirdly, in any priority scheme, the stimulation of exports must 

be a dominant consideration and hence the need to give preference to export 

projects. Fourthly, unemployment is a serious problem and labour-intensive 

projects using mainly domestic raw materials should be encouraged. A com- 

prehensive small industry development programme should be designed with this 

and in view. Lastly, institution-fcvilding to service industries also deserve 

priority, in this case there is the need to improve the efficiency of the 

existing institutions wherever possible as a first consideration and to pro- 

mote new institutions. 

244. The above important considerations should be taken into account 

in determining the order of priority of the projects to which UNIDO assistance 

could be given. This is one of the main tasks which the strengthened machinery 

as suggested earlier will have to attend to. The Planning Ministry as well 

as the UNDP office in Dacca would support the creation of such a machinery. 

The UNDP office in Dacca is keen to have UNIDO assistance whereas the 

Planning Ministry which acts as a liaison organization would welcome the 

idea. Practical steps should, therefore, be taken to bring about this 

arrangement. UNIDO has a regional advisory services system attached to the 

Division of Industry, Housing and Technology, ESCAP, Bangkok as well as an 

effective inter-regional advisory services system at Headquarters in Vienna. 

It should be possible for UNDP and the UNIDO unit in Dacca to utilize their 

services, if necessary. 

245«     Finally, while it is not easy to get the services of experts, an 

effort should be made at both ends (UNDP-UNIDO as well as Government level) 

to speed up the procedural matters in regard to the recruitment of experts. 

The delay in the approval of their appointments affects the development and 

execution of projects. The present reasonably good living conditions in 

Dacca including housing should not discourage experts fro« accepting 
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assignments  in Bangladesh.    If there are transportation difficulties, UNDP, 

Dacca could  take up the matter with the Government and urge them to facilitate 

the purchase of cars. 

/I 

Redeployment  ProBpecte 

246. The ESCAP Ministerial Meeting on  Industrialization-'",   the  Lima 

Declaration and Plan of Action-'     and   the UN General Assembly at  its Seventh 

Special Session laid emphasis on  the  redeployment  of industries  from  the 

developed  to developing countries as one of  the means of bringing about a 

new international  division of  labour.    At  the outset the  term  redeployment 

was defined aB the   transfer of manufacturing capacities  from a  developed to 

a developing country on  the basis of mutual   interest of the parties  involved. 

The concept  of redeployment is  however broad and may be  interpreted  to  imply 

the following: 

(i)     the  establishment of subsidiaries   in developing countries; 

(ii)     the   transfer of  technology and know-how to developing countries; 

(iii)     the   transfer of equipment,   including in many instances,   used 

equipment,   to the developing country; 

(iv)    the  training of nationals from developing countries; 

(v)    the  provision of management services to the developing 

country; 

(vi)    the  transfer of entire existing plantB to the developing 

countries; 

(vii)    capital investment in the developing country. 

247. From a recent UNIDO investigation  in this area covering a large 

number of companies  in a number of developed countries,  it was  possible to 

identify som« 243 specific industrial project proposals for redeployment to 

the developing countries.    Almost half of these projects were to be found 

in the metal products and machinery industries  (ISIC 28) with 104 projects, 

followed by  the textiles, and wearing apparel,  leather and footwear industry 

sector (ISIC  32) with 44 projects,  the chemical industries (ISIC  35) and the 

food processing industries (ISIC  31)  represent 26 and 25 projects respectively. 

The remaining 44 projects are distributed over various other sectors.    The 

projects have also been classified into 17 major groups of industries as 

UNIDO:     Industrialization  in Asia and the Pacific Region - Declaration 
adopted by the Meeting of Ministers of Industry of Developing Countries 

u in Asia and the Pacific Region, Bangkok,  1974. 
UNIDO:     Lina Declaration and Plan of Action on Industrial  Development and 

Co-operation, March,  1975. 
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Bhown in Table  30 with a view  to obtaining a more diBaggregata picture 

of the various branches of  industry suitable for redeployment.    Again 

the machinery, metal products and machanical engineering industries come 

to the  tore with 71 projects,   followed by textiles and clothing (34 projects), 

food processing (25 projects).chemical products   ( l£ projects),   precision 

industry   (18 projects)   in  that order,   the  remaining 77  projects being dis- 

tributed over 12 sectors with none exceeding 15  projects.-/ 

248. The foregoing information  throws some   light  on  the  industrial 

redeployment prospects  in Bangladesh.    The country welcomes foreign  investors 

to set up subsidiaries  in Bangladesh on   „ae basir  of  the available  local  raw 

materials,   imported raw materials and domestic market  — foreign   investors 

who will bring along with them  technical  know-'.ow,   capital and management 

skill.     Bangladesh has a comparative advantage  in   the availability  of cheap 

labour,  both male and female,  which is trainable  in  the required skills 

within a reasonable time.     The  country has an easy access  tc Asian find 

other markets by sea.    Her  industrial redeployment  prospects may  lie  in  the 

location or relocation of assembly  type  industries  like engineering and 

electronics,  food processing,  chemical products,   pharmaceutical products, 

leather and  footwaar products,  textiles and clothing and metal  products. 

UNIDO may assist Bangladesh in this field. 

Investment  Promotion 

249. Bangladesh is an  investment resource-scarce country,    her domestic 

resources are not adequate, although these yet remain  to be fully mobilized 

for investment in industry and other productive  purposes.    The country 

obtains an annual foreign assistance of about US$500 million on average. 

The urgent task in Bangladesh is to encourage industrial  investment,  stimulate 

entrepreneurship and extend advisory and consultancy services in reBpect of 

the carrying out of pre-feaeibility and feasibility studies of industrial 

projects.    With the change of the  industrial development and investment policy 

in favour of private enterprise,  since 1976,  the  Investment Advisory Centre 

1 

_/l    The first two paragraphs are based on information contained in a UNIDO 
papar presented to Masting of Eminent Panons Preparatory to the ESCAP 
«eeting ©f "inisters ©f T„dUBtry (''on'erence Room Paper 9),  20 August 
1977, Bangkok. 
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of Bangladesh has been revived. The Investment Corporation of Bangladesh 

has also been set up. The development of the stock market in Dacca is 

being encouraged to mobilise capital. The credit and investment operations 

of the industrial development banks are being strengthened. UNIDO is in a 

position to support the activities of those organisions with technical 

advice and guidance so as to enable them to enhance and strengthen their 

operations as well as by assisting them m organizing investment promotion 

training programmes. 

250.     UNIDO can also assist Bangladesh in obtaining external financing 

for industrial projects. It has set up a promotion service with an office 

in Brussels, to facilitate contacts and consultations between businessmen 

from developing countries and their counterparts m Europen industrial and 

financial organisations. The office promotes investment m proposed projects 

and renders help in many related matters. Bangladesh may seek UNIDO assis- 

tance m obtaining industrial investment from outside sources. 

Rural Industrialisation 

251.     In the present rural development or integrated rural development 

programmes in almost all countries, including Bangladesh, there is the 

concentration on agricultural development and related activities alone. 

There 1= rarely any emphasis placed on industrial development in such 

programme. There is, however, a recognition on the part of the countries 

that industry should be an important component of an integraced rural develop- 

••nt programme in view of the fact that there is a great need for introducing 

non-agricultural activities in the rural areas to diversify the occupations 

of their people.  To illustrate this point, the neediest sectirn of the 

rural population in these countries consists of the landless labourers, 

about 30 per cent of the total agricultural labour force in Bangladesh, who 

have yet to be brought within the purview of rural development by creating 

•mployment opportunities. 

252.     Tht United Nations Industrial Development Organisation (UNIDO) 

could usefully establish its liaison with (i) the national focal point, 

namely, the Director-General, IRD, Bangladesh, who is in charge of the rural 

development or integrated rural development as well as with (ii) the national 

institution in charge of the development of «mall-scale and cottage industries, 

namely, the Small Scale and Cotta«« Industries Corporation, Bangladesh. It is 

1 
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by establishing contacts as these two pointa that a dialogue «ay be started 

between UNIDO and Bangladesh on the desirability, feasibility, and imple- 

mentation of an industrial development programmes as an essential component 

of the non-agricultural sector. UNIDO has supported saall scale industries 

development programmes in many of the developing countries and has provided 

technical assistance in many forms in this field. It will, therefore, seem 

appropriate for UNIDO to extend its activities to the field of rural indus- 

trialisation in the developing countries. 

253. Once the  liaison, as mentioned above,  has been established, UNIDO 

technical assistance in the following main areas should be made available, 

(i)    survey of the areas to be developed to assess their human 

and material  resources and to ascertain their ínfrastructural 
needs ; 

(ii)     identification of industrial activities suitable    for incor- 

poration  in the  industrial programmes of the areas; 

(iii)    project preparation and evaluation; 

(iv)    ways and means of making financial or credit support available; 

(v)    technical and marketing support; 

(vi)    industrial research and studies on relevant subjects such as 

rural entrpreneurship, appropriate technology,  rural 

environment etc.; 

(vii)    industrial training programmes and industrial extension work; 

(viii)    arrangements for study-tours or visits to facilitates in 

other developing countries and for exchange of officials; 

(ix)    arrangements to collect, exchange and distribute information 

among developing countries; 

(x)    exchange of experts among developing countries; 

(xi)    exchange of trainees among developing countries; 

(xii)    supporting and facilitating the provision of advice and 

assistance in the needed area« by the developed countries 

to the developing countries,  auch as meeting the travel 

expenses of the experts and the trainees. 

2^4. The list of the areas of assistance is only illustrative and could 

be lengthened.    In every country offlee of the Resident Representative, UIDPt 

there is or should be a small oell dealing with UMIDO matten, which may 

take up the question of rural industrialisation with the government of the 
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country and the relevant institutions dealing with integrated rural 

development as well as rural industrialisation. 

255. A programme for rural industrialisation muet be integrated with 

the rural development programme and in thie procese the Bangladesh Samll 

Scale and Cottage Industries Corporation can play an important role. The 

united Nations Industrial Development Organisation can play an extremely 

important role in supporting and assisting the national institutions like 

the Samll Scale and Cottage Industries Corporation in the identification and 

utilisation of industrial opportunities in the areas selected for integrated 

rural development, and in the formulation of industrial de\elopment programmes 

for the areas. With the completion of the rural electrification programme 

taken up by the Government, it is expected that the tempo of an integrated 

development of agricultural and industrial or non-farm activities in the 

rural areas will gain momentum. 

256. UMIDO has recently undertaken work on industrialisation in relation 

to integrated rural development. An Expert Group Meeting on the subject was 

held in Vienna in December 1977 under the auspices of the Regional and Country 

Studies Section of the International Centre for Industrial Studies of UNIDO. 

The meeting facilitated exchanges of views on the subject among the partici- 

pants and threw light on the future lines of action in this field. UNIDO 

is presently engaged in developing policies and finding ways of assisting the 

developing countries in this particular field. In this eontext, country 

caso studies in integrated rural development are a useful step forward to 

determine hew appropriate industrial development could be an important 

component of an integrated rural development programme. Research activities 

of this kind may produce fruitful results. 
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APparcn A¡  COWTRT MTA 

Tmble 1 

Growth Rate»   in   Bangladesh 

B»t« (*) GUP (Tk crorea) 
(at 1959/60 PC) 

Ratea 

Industri «a Sector 

(*) Value added at 
1959/60 IC in 
Tk crorea 

1964/65 1.0 1,796.5 3.9 121-0 
1965/66 3.4 1,856.9 18.4 143.3 
1966/67 1.0 1,873.4 7.4 153.9 
1967/68 8.6 2,034.6 7.7 165.8 
1968/69 4.4 2,124.4 8.5 179.9 
1969/70 5.0 2,231.7 10.8 199.3 

Souroeat    Tue Planning CoaMaeion, Ooveraaent of the People «a Mepuelic 
of Bangladeeh. 
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S&2-2 

1 
Ir***-«» of Sectoral Allocation in the Flve-Y< S£ 

QS ¡gA the Sard-Core Pro«« 

(in crore Taka) 

Five-Tear   Plan Three Tear Hard Core 
Prcgrs—n 

Sectors allocation Percentage Allocation Percentage 

1.    Agriculture, Hater 
rtMoroH and rural 
developaent 

1,041 26.30 1,100 29.72 

2.  Induitri«• 738 18.70 754 20.38 
3* Power, natural re- 
sources and STB 

522 13.20 568 15.36 

4« Transport 528 13.60 500 13.51 
5. Cossamication 114 2.9 128 3.46 
6. Physical planning 
and housing 

315 8.0 215 5.8I 

7* Education, Manpower 
and training 

316 8.0 183 4.95 

6. Health and social 
welfare 

220 5.6 127 3.43 

9* PsMly planning and 
population control 

70 1.8 90 2.43 

10. Others 88 2.0 35 0.95 

3,952 100.0 3,700 100.0 

Source»    The Planning Coasdsslon, Oovemasnt of the People's Republic of 
Bangladesh:   The Two-Tear Plan, 1978, p. 21. 
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» 3 

mm) in Ba ugladoah 

varment 

(Tk in 

Çtyaataentt   (Dovei« mtal *T°M* 

Oo 

Total 

402 

464 
525 

950 

1,200 

Seetor 

Industri•• 
Sector 

1972/73 (Revised budget) 

1973/74 (rwii«4 budget) 

1974/75 (Raviaed budget) 
1975/76 (Reviaed budget) 

1977/78 (   ADP               ) 

Croren) 

34 
53 

65 
136 

246 

1 

Souro« i    The Planning Coondaaion, 
of Bangladesh. 

Ooreraaent of tha People* a Republic 
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im« 4 

growth HrnUrn in BamlxUrt 

22 
Rat« (*) (1972/73 Prie««) 

Industri•• Soctor 

1971/73 4,530.0 . 

1973/74 9.4 4,960.0 14.7 
1974/75 2.0 5,059.8 -1.3 
1975/76 9.J 5,530.3 5.6 
1976/77 
(projected) 

5.0 5,827.8 11.6 

1977/78 
(proj«ct«d) 

$.6 6,153.0 8.6 

lMre«t   fl» Planning CoaaiMfc«!, QmfnmmX ©f ih« P*opl«'s of 
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Sectoral Snare« of Oro» Do—tic Product 
(at constant factor cost) 

of Bangladesh 

Sector« 

1. Agriculture 

(i)  Crop« 
(ii) Porertry 
(iii) Livestock 
(iv) Fisheries 

2. Mining and quarrying 

3. Industry 

(i) Large scale 
(ii)Snall scale 

4. Construction 

5. Power, gas, water, and 
sanitary services 

6* Transport, storage aad 
en—ml cation 

7. Trade services 

8* Housing servicea 

9. Public sector «ad defence 

10. leaking aad insurance 

11. Professional and Miscellaneous 
service« 

12. QDP at narket priée 

59.4 58.5 56.0 55.2 52.1 - 

45.0 
2.8 
5.1 
6.5 

45.4 
2.7 
4.6 
5.8 

43.6 
2.2 
4.5 
5.7 

44.2 
2.0 
4.0 
5.0 

41.1 
2.0 
4.1 
4.9 

1.0 
4.0 

0.002 0.004 0.002 0.002 0.003 - 

6.6 6.9 10.8 10.1 11.2 - 

4.3 
2.3 

4.5 
2.4 

6.0 
4.8 

5-6 
4.5 

6.2 
5.0 

— 

3.5 3.5 3.6 3.0 3.5 3. 

0.3 0.2 0.2 0.2 0.3 - 

4.9 4.5      4.4      4.9 5.6 5.1 

8.7 10.4 11.4 13.3 13.4 - 

5.6 4.9 4.7 4.4 4.4 4.4 

2.2 2.6 2.4 2.3 2.7 - 

1.3 1.0 0.9 0.8 0.8 - 

7.5 7.5 5.6 5.7 6.1 8.1 

».0 100.0 100.0 100.0 100.0 24.1 

Source:   Bangiadeah Burean of Statistics» 
i, 1978, p. 237. 

Statistical Pocket Book of 



L 

- 102 - 

Table 6 

1 
Oro— do—tic product of Bangladesh at constant prie« of 1972-107^ 

(Taka*ilionJ " *** ZU 

1. Agriculture                                                   26,100   28,827 28,537 31,865 30,650 
(i)      Crops                                                        l9f76l    22 f 352 22,212 25,477 24,208 

i\\l\ fï*"*"?7!.                                               1,24°     1»23° 1'13* M8* M« 
Í V «V!'l0Ck                                               2'230     2'267 2'3°3 2.326 2,380 (iv)    Fisheries                                                2f869     2,878 2,888 2,879 2,8?9 

2. Mining and quarrying                                              1              2 1 1 1 

3. Industry                                                        2,895      3,402 5,481 5,857 6,597 

\\ì\   ¡S7 iC^e                                        M7°     2'224 l'*>1 3'25ß 3.624 (ii)   Small .cal.                                          lt025      lfl78 2,450 2,619 2,973 

4. Construction                                                     lf529      lf713 lf833 1742 2^ 

5. Power, gas, water and sanitary services     130           95 86 135 163 

6. Transport,  storage and communication       2,152      2,424 2,242 2,824 3,281 

7. Trade services                                                  3,829      5,142 5,814 7,653 7,907 

8. Housing services                                            2,454     2,417 2,383 3,519 2,585 

9. Public administration and defence                949     1,296 1,239 1,346 1,589 

10. talking and insurance                                      559         459 450 ^ 4?5 

11. Professional and Miscellaneous services 3,300   3,678 2,841 3,281 3,577 

12. on» at smrket price                                    43,698   49,888 50,907 57,698 58,588 

13. (—) Indirect tax net of subsidies           1,061      1,528 926 3,129 3,034 

14. ODP at constant factor coat                     42,83?   47,755 49,981 54,5*9 55,848 

15. Met factor income fro« rest of the world    366          214 294 306 436 

16. <MP at constant cost                                    43,203   47,969 50,275 54,875 56,284 

17. Population (in million)                             74.0       76.2 ?8.2 8O.4 8.27 

18. Per capita (MP at factor cost                        589         630 643 683 681 

19. Annual rise of ODP at constant smrket pries-     12.3 3.3 13.3 z,\ 

20. Annual riae of ODP at factor coat           -             II.5 4.7 9.2 2.3 

21. Annual riae of QfcTP at factor coat           -             n.o 4.8 9.2 2.6 

22. lational income deflator                           100         142 245 185 177 

Sources    Bang^ades^of statistics:    statistical pocket book of Bangladesh, 1978, 
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Table 7 

L 

Gross Do—tic Product of Bangladesh at current price 

(Taka Million) 

Sectors 

1. Apiculture 

(ii Crop« 
(ii) Forestry 

(iii)  Livestock 
(iv) Fisheries 

2. Mining * Quarrying 

3. Industry 

(i) Large scale 
(ii) Saall scale 

4. Construction 

5. Power, Gas, Mater and Sanitary Services 

t.      Transport, Storage and Cossiunication 

7. Trade Services 

8. Housing Services 

9. Public Administration and Defence 

10. Banking and Insurance 

11. Professional and Miscellaneous Services 

12. ODP at Market Prices 

13. Indirect Tas net of Subsidies (--) 

14. ODP at Current Fact or Cost 

15. Met Factor incos» from rest of the World () 

It. 0MP at Current Factor Cost 

17. Population in Million 

18. Per Capita Income (CMP) in Taka 

1972- 

1973 

1973- 

1974 

1974- 

1975 

1975- 

1976 

1976- 

1977 

26,100 

19,761 
1,240 
2,230 
2,8t9 

1 

2,895 

1,870 
1,025 

41,501 

33,215 
1,728 
3,137 
3,421 

2 

4,2t5 

2,787 
1,478 

78,023 
t7,401 

2,311 
4,137 
4,774 

57,339 
45,114 

2,094 
4,332 
5,799 

2 

52,910 

39,411 
2,112 
4,494 
6,893 

2 

8,37t       8,173      9,341 

4,t32 
3,744 

4,519 
3,t54 

5,132 
4,209 

2,899 5,665 5,514 5,807 

119 131 1P9 231 

3,102 4,452 6,304 7,271 

6,508 10,982 10,747 10,384 

4,090 7,362 8,945 8,024 

1,803 2,461 2,820 3,350 

653 1,011 974 1,002 

4,878 5,486 6,122 t,P98 

43,898    69,820 124,551 107,129 105,218 

1,061      2,109 1,79? 6,0t5 5,746 

42,837    67,711 122,759 

366          214 294 

43,203    67,925 123,053 

74.0        76.? 78.2 

584         891 1,574 

1,529 

130 

2,152 

3,829 

2,454 

949 

559 

3,300 

101,064 99,472 

306 436 

101,370 99,908 

80.4 82.7 

1,261 1,208 

Source«  Baogladesh Bureau of Statistics:    Statistical Pocket Book of Bangladesh,  1978, 

pp. 238-239. 



r i 
-104 - 

Table 8 

annual S 

Suri 

QHDOund Growth Rates of ODP. Target and Achievement 

n* tha First Five-Year Plan Period    (197Ì-1978) 

Annual Comeound Growth liâtes 

Target Achievement 

1. Agriculture 8.4 4.8 

2. Manufacturing 15.4 9.2 

3. Construction 13.7 13.0 

4. Power and Gas 11.0 16.6 

5. Housing 4.1 3.6 
6. Trad«, Transport and Other Services 7.2 7.2 

7. ODP 8.8 6.1 
8. Saal Par Capita ODP (Taka) 5.7 3.1 

L 

Source.   ^Wjjiiijf Coe.ia.ion   Oovarn-ant of the Pwpl... Bepublio of H^ladesh, 
The Two-Year Plan, 1978, p. 23. ^mmtmmmni 



1 
- 105 - 

Table 9 

Structure of GDP 

(Percentage) 

Sector 1972-1973 1977-1978 
Contribution to 
Growth in  GDP 

(1973-1978) 

1. Agriculture 60.09 56.78 47.10 

2. Manufacturing 7.28 8.44 11.78 

3. Construction 3.18 4.37 7.86 

4. Power and Gas 0.42 0.67 1.42 

5- Housing 5.21 4.61 2.89 

6. Trade, Transport and 
other services 23.82 25-14 28.95 

100.00 100.00 100.00 

Sourcet    The Planning Commission, Government of the People's Republic of Bangladesh: 
The Twc-Year Plan, 1978, p. 25. 

L 
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Table 10 

Output. Labour Force and Productivity in 1972/1973 

Value 

US t 
in 

million 

Added Labour Force 

Million   % 
m ue Added Per Corker 

US t      % 

Agriculture 3,403 60 20.5 78 166 

Industry 412 7 1,8 7 229 - 

Services 1,887 33 3.9 15 484 - 

Unallocated n/a n/a n/a n/a n/a n/a 

Total Average 5,702 100 26.2 100 217 100 

Source: The World Bank: Bangladesh: Current Economie Situation and Development 
Policy Issues, Nay 19, 1977, p.l of 2 Pages. 

Note on Total Labour Force: Unemployed workers are allocated to sector of their normal 

occupation "Unallocated" consists mainly of unemployed workers 

seeking their first job. 
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Table 14.    Targets of industrial product« 

1. Jute £Ood8 (thousand tons) 

2. Cotton textiles (million pounds) 

3. Sugar (thousand tons) 

4- Steel ingots (thousand tons) 

5- Newsprint (thousand tons) 

6. Paper (thousand tons) 

7. Fertilizer (thousand tons) 

8. Cement (thousand tons) 

9. Petroleum products (thousand tons) 

10. Cigarettes (million sticks) 

11. Shipbuilding (thousand steel-tons) 

12. Matches (thousand G. boxes) 

13- Glass sheet (thousand square feet) 

1976-1977 1977-1978 

513.0 560.0 

109.0 115.0 

97.0 110.0 

125.0 140.0 

24.0 27.0 

32.5 35.0 

358.0 390.0 

190.0 210.0 

1,000.0 1,000.0 

13,000.0 13,600.0 

4-3 5.1 

9,000.0 9,100.0 

7,500.0 7,500.0 

Source«    The Planning Commission, Government of the People's Republic of Bangladesh. 
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216 22,300 104 

**• ttxtilw 65 143,400 2,204 
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Tabi« U 

Own of Manufacturing Industri»«. 1970-71 

1 

L 

Poo« 

Btvarag«« 

Tobacco 

T«xtil«« 

Jut« 

Oth«r 

Footwear and apparti 

Furnitur« and fìttine« 

Papar producta 

Printing and publishing 

Lsathar producta 

Rubber product« 

Casai oal product« 

Product« of patrol «UM and ooal 

Non-aatallic minorala 

Basic astal inductri«« 

Natal producta «noluding saohlnsry 

Machinery «zoopt «l«otrloal 
•achín« ry 

Electrical producta 

Transport equipment 

Ko. of 
Hatabliah- 
—nt« 

216 

7 

27 

65 
461 

104 

31 
16 

106 

96 

263 
1 

33 

27 

114 

54 
16 

19 

Find 
aaaat« 
(million 

228 

6 

53 

1,165 
361 

5 

4 
160 

12 

9 

94 

109 

29 

48 

13 

8 

12 

4 

Total (including mlsosllsnsous)     1,727 2,368 

Employment 
(thou, andi) 

Valu« 
addad 
(•illion 
T*a) 

22.5 234 

0.6 11 

4.8 184 

143.4 546 

46.5 203 

1.5 5 
0.5 2 

2.2 21 

2.6 9 
2.2 14 

15-9 133 

0.4 17 

2.8 16 

2.5 29 

3.9 18 

1.9 8 

1.4 16 

0.8 3 

258.7 1,491 

Soure«:   Bangi adaah Bunan of Stat iati oat    Statisti oal Tsar Book of Bangladesh, 
1975, P. 
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Table 17 

Nuaber of Workers in Major Industries 

«•MBMK 

Industry 1969 1970 1972 1973 1974 1975 

Cotton 58,808 59,500 59,700 61,000 65,000 73,900 

Jute 160,090 163,000 169,300 179,000 180,000 192,200 

Sugar 13,464 17,500 17,700 17,700 17,500 16,950 

Cernant Lime and 
Potteriaa 812 1,400 1,500 1,500 1,500 2,000 

Olasa 3,320 2,000 2,600 3,000 3,000 3,000 

Hatchea 12,000 11,300 11,350 11,500 11,500 10,050 

Paper 5,000 4,900 5,250 5,500 6,000 6,750 

Engineering 31,883 40,500 42,400 41,000 41,000 41,500 

TOTAL 285,377 300,100 309,800 319,500 325,500 345,950 

Source: Bangladesh Bureau of Statiatice: Statistical Pocket Book of Bangladesh, 
1978, p. 324. 
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Table 21 

Volus» of Principal Co—otiitie« Exported fro« Banal adeah to fornita Countrie« 

Co—oil tie« Unit 1973-74 1974-75 1975-76 

4.39 

1976-77 
(July/April) 

1. Jut« Manufacture Ton« 
(l»kh) 

4.38 3.79 3.96 

2. Raw Jute Ton« 
(lakh) 

4.61 3.07 4.09 3.80 

3. Mecta Raw Ton« 338.00 784.00 1,601.00 873.00 
4. Tea Crore 

lb«. 
4.88 4.43 5.I5 6.34 

5« Leather Ton« 1,503.00 - 12,722.00 4,432.00 
6. Hide« and Skin« Ton« - 5,894.00 - 5,076.00 
7. Flah Cwt. 136,971.00 64,214.00 75,461.00 39,494.00 
8. newsprint Ton« 2,037.00 7,645-00 4,660.00 5,729.00 
9. Paper Ton« 311.00 483.00 852.OO 1,748.00 
10.Hard Baard Ton« 159.00 440.00 140.00 272.OO 
11.Spice« Cwt. 12,455-00 4,363.00 66,975.00 36,388.00 
12.Bone Ton« 1,622.00 1,184.00 i,691.00 675.00 
13.Raw cotton Ton« 360.00 305.00 1,585.00 204.00 
14«Rayon lb«, 

(lakh) 
13.59 1.79 5.68 6.18 

Source:    Bancladeih Bureau of Statistic« 

•otet figure« for itea no«. 5,6,7 and 10 to 14 are shown for the period of 
July - Deceaber, 1976-77 only 
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SALÌ?, 

lame« of Ptofeata 1976-77 

(lahm in erora) 
1. •erehandia« Laporta (ci.f.) 1,488.6 
2. •erehandia« Sporta (f.o.b.) 638.9 
3. Sarrio«« (a) Payaant 1 -144.0 

(b) Receipta 2 160.0 
4. Baiane« OB Currant Aoeewnt 833.7 
5. Capital, Tranefer and other lea na/craat« 889.7 

(a) Pood 209.3 
(a) Connodi ty 354.9 
(c) Project 248.0 
(d) Caah 

77.5 
6. Soet lepaynaat -64.8 

(a) LOB« tara -31.0 
(b) Short tara -33.8 

7. Private Tranafcre 
71.5 

8. I.f.P. 

(a) Aoeouat drawinga 71.3 
(b) Papoanta -67.2 

9. Change in net Perei,« Bcehamge Reeerve (- increase) -66.8 

•ote»    1. lacladin, I.M.P. ..rrica charfea, iatereat oa forcipi Ioana 
2. Including I.D.A./A.D.B. re-iabareenent 
3. Saudi Arabia Qrant of DS$ 50 alllioo 

4. Including U.S.S.l. vhaat account of t 6 Billion 

5. Refund of fittami t dapoait of t 21.8 Billion 
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Tibi« 23 

Plaancial PTfor—ace of Public Sector Corporation« 

(Taka 11111011) 

•t 

Ret Profite/Loaeee 

1972/73 1973/74 1974/75 1975/76 

Sector Corporation 

Jut« (BJÄC) -325 -332 -239 -285 
Textile (B1K) 100 163 125 60 
Paper (W5) -34 -33 -53 -125 
Stool (KtMC) -26 19 42 53 
Blgineering (BBBC) 8 41 45 21 
Chonioola (VCPC) 15 63 -181 -67 
lood (BFAIC) 15 25 53 -14 
Sugar (BgK) -37 39 54 0 
Itaainf (BTC) -9 -6 -3 3 
Total 6 31 51 

-106 

— 

-467 10 -354 

ft« World lank i Bangladoahi Current Boon ondo Situation and Development 
Policy Iaauea, Nay 1977« p. 45 

L 
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Table 24 

Commi-fen t of Foreign Economic Assistance to Bangladesh. 

1971-72 to 1976-77 

(Million USt) 

 Co—itment 

1971-72    1972-73     1973-74    1974-75     1975-76     1976-77 

Orante: Non-project aid 

project aid 

Total 

Loans:    Non-project aid 

project aid 

Total 

Total Grants and Loans: 

Non-project aid 

project aid 

Biport Credit/Suppliers 
Credit: 

Non-project aid 

Project aid 

Total 

Grand Total 

265,974 

97,716 

363,690 

69,532 

75,636 

145,168 

335,506 

173,352 

506,858 

309,011 77,361     307,231 253,372 231,116 

44,003 18,205       52,974 159,642 106,966 

353,014 95,566     360,205 413,014 338,082 

349,718 254,353     775,069 358,534 187,799 

229,404 164,809    288,231 143,755 122,485 

579,122 419,162 1,063,300 502,289 310,284 

658,729 331,714 1,082,300 611,906 518,915 

273,407 183,014    941,205 303,397 229,451 

62,794      15.142       1,000 

62,794      15,142       1,000 

932,136   514,728    486,299     930,445   749,366 

1 

/Table 24 continued 

L 
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Table 24 (contd.) 

Disbursement of Foreign Economic Assistance to Bangladesh.   1971-72 to  1976-77 

(Million U.S.Dollar) 

Disbursement 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 

Grants:    Non-project 
aid 137,122 283,285 130,608 321,931 205,384 1»3,934 

Project aid - 20,764 62,934 62,977 31,791 45,393 

Total 137,122 304,049 193,542 384,908 237,175 229,327 

Loans—    Non-project 
aid 13,305 176,998 430,468 473,455 168,488 

Project aid 6,900 39,958 47,589 62,440 79,860 69,400 

Total 6,900 53,263 224,587 492,908 553,315 237,888 

Total Grants and Loans: 

Non-project 137,122 296,590 307,606 752,399 678,839 352,422 

Project aid 6,900 60,722 110,523 125,417 111,651 114,793 

Export Credit/Suppliers 
Credit : 

Non-project 
aid 

- - - 2,028 6,173 2,755 

Project aid - - - 18,365 17,403 32,012 

Total - - - 20,393 23,576 34,767 

Grand Total 144,022 357,312 418,129 898,209 814,066 501,982 

Source: External Resources Division, Ministry of Planning. 

L 
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Table 25 

Major Physical Targets of the First Five-Year Plan (1973-1978) in the 

Industrial Sector 

Unit 

2 

Benchmark 
level 

Terminal year 
level 

Percentage 
increase 

5 

Jute textiles Thousand tons 587.0 766.0 30 
Textile yarn Lakh lbs. 863.0 1,975.0 129 
Cloth Lakh yards 2,792.0 7,530.0 170 
Engineering 

goods Thousand tons 112.2 425.I 279 
Shipbuilding Lakh Taka 245.50 810.0 23O 
Steel Thousand tons 80.0 45O.O 463 
Fertilizer Thousand tons 216.0 1,032.0 378 

Petrochemical Thousand tons - 493.0 - 

Paper and pulp Thousand tons 59.3 108.9 84 
Sugar Thousand tons 106.5 I48.O 39 
Leather Lakh sq. ft. 626.0 1,694.0 171 
Telephone Thousand units 66.0 136.0 106 

Buses in operation Nos. 7,200 10,030 39 
Trucks in operation Kos. 11,100 14,590 31 

Source: The Five-Year Plan, from Table 11-6 pp. 23-24 

L 
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Table 26 

Industrial Production in Certain Seotors 

1969-70 1972-74 1976-77 

Jut« goods 561 500.0 490 
Cotton yarn 105 91.3 (18:P Cotton cloth 59.1 79.3 

Sugar 86.0 88.0 140 
Motor Vehicles 455.0 2,268.0 931 
Newsprint 

Paper 

Cenent 

36 

11 

53 

27 

4 

52 

15 
(24) 

(32.5) 
308 

Cigarette 17,786 11,895 11,631 

Matche« 13,964 6,207 7,564 
(9,000) 

1 

Unit 

•000« ton« 

lb«, million 

yd«, million 

•000« ton« 

No. 

•COO» ton« 

•000' ton« 

•COO* ton« 

•million' 

'000« 
Gros« Boxes 

Source 1 The Planning Coani««ion and the Bangladesh Bureau of Statistics, Government 
of the People's Republic of Bangladesh. 

Notes      Figures in parenthesis indicate the targets set. 

L 



r - 124 

Table 27 

1 
Censúa of Manufacturing Industries 1970-1 

(Provisional) 

No. of 
Establishments 

Fixed assets 
(million Taka) 

Deployment 
(thousands) 

Value added 
(million Taka" 

Food 216 228 22.5 234 

Beverages 7 6 0.6 11 

Tobacco 27 53 4.8 I84 

Textiles 

Jute 65 1,165 143.4 546 

Other 461 381 46.5 203 

Footwear and apparel 104 5 1.5 5 

Furniture and fitting« 31 4 0.5 2 

Paper producta 16 160 2.2 21 

Printing and publishing 106 12 2.6 9 

Leather products 98 9 2.2 14 

Rubber products - - - - 

Chemical products 263 94 15.9 133 

Products of petroleum and coal 1 109 0.4 17 

Non-metallic minerals 33 29 2.8 16 

Basic imitai  industries 27 48 2.5 29 

Retal products exohiding machinery 114 13 3.9 18 

Machinery except electrical 
machinery 54 8 1.9 8 

Electrical products 16 12 1.4 16 

Transport equipment 

illaneous) 

19 4 0.8 3 

Total (including mise« 1,727 2,368 258.7 1,461 

Total (excluding mise« illanous) 1,658 2,340 256.4 1,469 

Source:    Census of Manufacturing Industries 1970-1 (Provisional) 

L 
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Table 28 

Industrywise fixed aasetB per employee, fixed assets per establishment. 

the number of employees per establishment and the value added per worker 

Fixed assets Fixed assets Employees per Value added 
per employee per establishment 

(thousands) 
establishment per worker 

Food 10,133 1,056 104 10,400 
Beverages 10,000 857 86 18,333 
Tobacco 11,042 1,963 178 38,333 
Textiles 

Jute 8,124 17,923 2,206 3,806 
Other 8,194 827 101 4,366 

Footwear and apparel 3,333 48 14 3,333 
Furniture and fittings 8,000 129 16 4,000 
Paper products 72,727 10,000 136 9,546 
Printing and publishing 4,615 113 25 3,462 
Leather products 4,091 92 22 6,364 
Rubber products - _ 

Chemical products 5,912 357 61 8,365 
Products of petroleum 
and coal 272,500 109,000 400 42,500 

Non-metallic minerals 10,357 879 85 5,714 
Basic metal industries 19,200 1,778 93 11,600 
Metal products excluding 
machinery 3,333 114 34 4,615 

Machinery except electrical 
machinery 4,211 148 35 4,211 

Electrical products 8,571 750 88 11,429 
Transport equipment 5,000 211 42 3,750 

1 

Source: Compilad from Tibie 27 

L 
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Tabi« 29 

1 
Of   CflHft...<ni|| 

.BANGLADESH 

No. 

1. 

3. 

4. 

5. 

6. 

7. 

8. 

BTM 

Ex.  04.02 

2.      Ex. 08.01 

Ex.  13.02 

ex.   13.0? 

Ex.  15.07 

25.04 

Ex. 25.23 

Ex. 29.07 

9.      Ex.  32.05 

10. Ex.  32.07 

11. 

12. 

38.11 

Ex. 40.11 

Product Description 

Milk and cream, preserved, concentrated or 
sweetened, in solid form, such as block or 
powder 

Coconuts,  fresh or dried 

Seed lac and stick lac 

Shellac and other lacs excluding seed lac 
end stick lac; natural guns, resins, gum- 
rains and bali 

Coconut (copra) oil 

Natural graphite 

Clinkers 

Naphthol (dyes) 

(Permissible items only) 

Synthetic organic dyestuffs (including pigment 
dyestuffs); synthetic organic products of a 
kind used as luminophores; products of the 
kind known as optical bleaching agents, sub- 
stantive to the fibre; natural indigo 
(permissible items only) 

Other colouring matter; ignoganic products 
of a kind used as luminophores 
(permissible items only) 

Disinfectants, insecticides, fungicides, weed- 
killers, anti-spouting products, rat poisons 
»nd similar products, put up in forms or 
packagings for sale by retail or as prepara- 
tions or as articles (for example, sulphur- 
treated bands, wicks, candles, fly-papers) 

1. Rubber tyres, tyre cases, interchangeable 
tyre treads, inner tubes and tyre flaps, 
used exclusively for aeroplanes 

Present rate 
of duty (%) 

2% 

50% 

50% 

Tariff rate 
offered 

25% (Bound) 

50% reduction 
on the total 
tariff rate 

60% 

30% 

30?^ 

55* 

50% 

20% 

35* 

35* 

20% 

10% 

30% 

30*/' 

*>% 

1% 

60% 

(To be consi- 
dered for 
tariff quota) 

Free Free (Bound) 

L 
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1 

Table 29 (continued) 

National List of Concessions 

BANGLADESH 

No. 

13. 

14. 

15. 

16. 

17. 

18. 

BTN 

Ex. 40.11 

55.05 

59.04 

Ex. 61.01 

68.10 

Product Desription 

II. Rubber tyres,  tyre cases,   interchangeable 
}ZÏÏ tread8>  inner tubes and tyre flaps, 

 used exclusively for tractors_ _ 

Cotton yam, not put up for retail sale 

Twine, cordage, ropes and cables, plaited or 
not 

Present rate 
of duty (£) 

15* 

69.10 

Man's and boys' outer garments of silk or 
man-made fibres, not rubberized, ciled or 
of similar water-proif materials 

Gypsum boards plaster 

759fa 

55£ 

300# 

19. Ex. 84.16 

20. Ex. 84.17 

21. Ex.  84.25 

22. 85.24 

Sinks, wash basins, bidets, water closet 
pans, urinals baths and like sanitary fitting! 

23. 94.04 

Rubber rollers 

Tea driers 

Tea stalk extractors 

Carbon brushes, arc-lamp carbons, battery 
carbons, carbon electrodes and other carbon 
articles of a kind used for electrical purposes 

Mattress supports, articles of bedding or 
similar furnishing fitted with springs or 
stuffed or internally fitted with any material 
or of expanded, foam or sponge rubber or 
expanded, foam or sponge artificial plastic 
material, whether or not covered (for example, 
mattresses, quilts, eiderdowns, cushions, 
pouffes and pillows) 

12% 

yfW 

50* 

50# 

50* 

100% 

125* 

Tariff rate 
offered 

13* 

60J? 

40£ 

?75# 

7% 

"Ï25JT 

25fl 

25£ 

25* 

605& 

b0£ 

/Table 29 (contd.) 
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Table 29 (continued) 

List of Special Concession« by Bangladesh to Laos 

No. 

1. 

2. 

3. 

OTH 

09.01 

Ex. 09.08 

Ex.  13.02 

Ex.  24.01 

5. 55.01 

Product Description _1- 
Present rate 
of duty {%) 

Coffee whether or net roasted or freed of 
Coffeine;  cofee husks and skins; coffee 
substututed containing in any proportion 

a. Coffa« and coffee substututes containing 
coffee 

b. coffee husks and skins 

Cardamoms 

Shellac and other lacs excluding seed lac 
and stick lac; natural gums, resins, gum- 
resins and balsams 

Unmanufactured tobacco 

i.    Less than 3 TK/lb. 

ii.  3+4 TK/lb. 

iii.4 or 5 TK/lb. 

(Tobacco suited for manufacturing cigarettes) 

Cotton, not carded or combed 
(Specifications to be exchanged later) 

150* 

150* 

100% 

t% 

TK l/lb. 

TK 1.25/lb. 

TIC 1.50/lb. 

Ps.  55/lfc. 

Tariff rate 
offered 

70$ 

70% 

92& 

iOf, 

Ps. 50/lb. 

Ps. 62.5/lb. 

Ps. 75/lb. 

Ps. 27.5/I*. 

L 
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Mu»b«r of r«d«ploynt proj«cts/coapani«s    id«ntifi«d during ths 

«tudy taf aajor group« of industriss 

1 

L 

Maohinsry, «wtal producta and aschanical engineering 

T«xtil«a and clothing 

Pood processing 

Cheaical product« 

Precision industry 

Electrical engineering 

Pap«r products, printing 

Bacio HMtals 

Pharaaceutioal product« 

Leather 

Hood baasd product« 

Footwear 

Photographie équipaient 

Tannerie« 

tubbèr product« 

Toy« 

Other 

Total 

71 

34 

25 

18 

18 

12 

11 

11 

6 

5 

4 

3 

3 

2 

2 

4 

14 

243 
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APPENDIX B 

LIST OF DOCUMENTS AND BOOKS 

Planning Commission, Government of the People's Republic of Bangladesh* 
The First Fiye-Year Planf  1973-78 (1973). 

Planning Commission,  Government of the People's Republic of Bangladesh: 
The Two-Year Plan  (Draft)  1978-80 (1978). 

Department of ^ilms and Publications, Ministry of Information and Broadcasting, 
Government of the  People's Republic of Bangladesh:    Main Features of the 
Two-Year Plan (1978).  ~~  

Ministry of Finance,  Economic, Advisers» Win?, Government of the People's 
Republic of Bangladesh,  Dacca:    Bangladesh Economic Survey  1976-77. 

Ministry  if Industries  (Department of Industries),  Government of the  People's 
Republic of Bangladesh:     Industrial Investment Schedule for Two Years 
(1976-78)  for Private SectöTT ~~~  

Ministry of Industries  (industries Division),  Government of the People's 
Republic of Bangladesh:     Revised Industrial  Policy (1975). 

Ministry of Industries  (industries Division),  Government of the People's 
Republic of Bangladesh:    A Handbook on Foreign Investment  in Bangladesh. 

Cabinet Secretariat, Cabinet Division, Government of the People's Republic 
of Bangladesh:    Guideline» on the Relationship between Governaent and 
Autonomous Bodies/Corporation» and the Autonomous Bodies/Corporation and 
Enterprise« under them (1976)7  

Bangladesh Bureau of Statistics, Statistics  Division, Ministry of Planning, 
Government of the People's Republic of Bangladesh:    Statistical Pocket 
Book of Bangladesh.  1978. ~~  

Bangladesh Bureau of Statistics, Statistics Division, Ministry of Planning, 
Government of the People's Republic of Bangladesh:    Statistical Year Book 
of Bangladesh 1975.  "~  

Bangladesh Bank:    Annual Report. 1976-77. 

E.A.G. Robinson and Keith Griffin: The Economic Development of Bangladesh 
within a Socialistic Framework (Proceeding» of a Conference held by the 
International Economic Association at Dacca,  1973). 

The World Bank:    Bangladesh:    Current Economic Situation and Development 
Policy Issues. May,  1977. 

Just Faaland and J.R.  Parkinson:    Bangladesh:    The Test Case for Development 

L 
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^PliÏTfSïï). "" <Tìl90Iy of »»«"»uè Divl«p-t. Hanrard Univaraity 

AlbS«; ï^!1"*"'    Th« «tr^MF °f fc-ic Bmlop-t.  Y.la Univaratiy 

United Nation.:    Econoaic and Social Survtv of Aeia and th« Pacific.  10.76. 

Ch*r1!V°lf,Jr;' "\°*n^dh*I*n. K" Chun Han:    Induatrial Productivity 
and Economic Growth, A.ian Productivity Organiiation, Tokyo,  1*4.  

M'TLHÏ!:-?r*ÎT!?h0f An In»titutioMl Tnfraatructur« for T»H,,.t~ 
in Banf ladean (1976), a report preparad for ICIS, UMIDO,  Vienna,  (1976). 

M,T:i!!
BJülli"tri!lii!ti?n in R-lation t0 Intafimtad Rural Development, Witti Reference to Banflad«eh, m „»p., pr.p.r.d for ICIS( WI1)0) Vifnna (l9T7), 



r - 132 - 1 

L 

APPENDIX C 



r ~i 
- 133 - 

L 

APPENDIX D 

INDUSTRY UNDER THE TWO-YEAR PLAN (1978-79 TO 1979-80) 

An annual growth rate of 7.3 per cent ìB expected in the manufacturing 

sector. The emphasis in this sector will be on better utilization of 

capacities through balancing and modernization and completion of major 

on-going projects like Ashuganj Fertilizer Factory, several cotton mills, 

Machine Tools Factory, etc. A comprehensive scheme for development of rural 

industries will be initiated during the Plan period. The output of jute goods 

will rise from 0.605 million tons in 1977-78 to 0.667 million tons in 1979-80; 

cotton cloth from 505.6 million yards to 656.8 million yards, fertilizer from 

about 0.4 million tons to 0.456 million tons, and sugar from 0.15 million tons 

to 0.16 million tons. 

The Plan provides for an allocation of Tk. 8,160 million for invest- 

ment in the Industry sector. Out of this, Tk. 5.700 million has been 

allocated for public sector and the remaining Tk. 2,460 million has been 

earmarked for private sector. 

Out of the public Bector allotment of Tk. 5,700 million, Tk. 5,000 

million has been allocated for on-going projects and only Tk. 700 million has 

been earmarked for new projects. 

Among the sub-stctors, the largest share of Tk. 2,481.8 million or 

44 per cent of total allocation goes to fertilizer and chemicals. This is 

followed by steel and engineering, cotton-textiles, and jute textiles, repre- 

senting 16 per cent, 15 per cent and 10 per cent respectively of the total 

public sector allocation. 

Private investment is expected to be made in small industries based 

on modern technology, such as food processing, specialised textiles and 

garment making* leather goods, chemicals and pharmaceuticals, metal products, 

furniture, etc. It is expected that there will be some foreign private 

investment consequent upon liberal Government policy to welcome foreign 

private participation. Expeditious action would be taken to set up a Free 

Trade Processing Zone at Chittagong to boost up foreign private investment 

and exports. 
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APPENDIX E 

Industrial objectives of the Two-Year Plan.  197B-80 

In the manufacturing sector, the Two-Year Plan aims at achieving 

the following principal objectives: 
(i)    To accelerate  the growth of the manufacturing sector; 

(ii)    To increase production of essential wage-goods such as 

coarse cloth and common diseases medicine to ensure  their 

minimum Bupply to the masses; 

(iii)    To improve management efficiency of the public sector 

industrial enterprises; 

(iv)    To further estimúlate the private sector particularly in 

export and agro-based industries; 

(v)    To achieve socially desirable equity in income distribution 

through promotion of cottage and rural industry; 

(vi)    To ensure balanced geographical distribution of  industries 

and encourage regional co-operation in industrial development; 

(vii)    To increase production of capital goods particularly those 

which have strong linkage with agriculture and infrastructure 

development; 
(viii)    To promote export oriented and import substitution industries. 

L 
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APPENDIX F 

Industrial stratégies and priorities of the Two-Year Plan,  I978-8O 

With a view to realising the objectives,  the Plan follows certain 

strategies and priorities which among others are as follows: 

(a) Increase  in Industrial Output: 

(i)    Fuller utilization of existing capacity in industrial unit 

has been given the highest emphasis.    This will be ensured 

through adequate and regular supply of both local and 

imported raw materials,  spares and power and improvement 

in managerial and technical skill, 

(ii)    Sick and  inefficient  industrial units will be improved 

through balancing and modernisation with emphasis on 

improvement in quality and product divarsification.    The 

units having no potential for improvement will be eliminated, 

(iii)    Aided on-going projects will be assigned high priority to 

make as many of them prodictive as possible by the end of 

the Two-Year Plan to enable the economy to get the promised 

benefits out of them, 

(iv)    Efforts to improve management of public sector enterprises 

will continue through re-organization and decentralization 

of authority in decision making and better labour-management 

relationship. 

(b) Employment: 

Except  in areas where modern capital-intensive technology and large-scale 

operations are guided by overriding technical and economic considerations, 

choice has been made  in favour of labour-intensive technoloby, and small 

and cottage  industries. 

(c) As far as practicable frequent change of key personnel of Development 

Ministries/Divisions/Agencies and Chairman and Directors of Public Sector 

Industrial Development Corporations should be avoided in the interest of 

development work. 

(d) Location: 

In order to promote regional development, locations of industries will be 

dispersed in different regions through incentive and administrative 
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directives except in the case of industries where overriding technical 

and economic considerations do not favour such dispersal. 

(e) Public and Private Sector: 

As is the features of mixed economy,  public sector and private sector will 

co-exist complementing each other.    The policy of allowing private sector 

to play legitimate role in industrial development will be pursued vigorously. 

(f) Industrial Research and Quality Control: 

Development of skill and technology is an essential element in making indus- 

trial growth progressive and sustaining.    Research for development of skill 

and technology haa been emphasised in the Plan.    Quality control measures 

particularly in the export oriented industries will be strengthened. 

(g) Import Substitution and Export  Promotion: 

Gradual substitution of imports and vigorous expansion of export are essential 

for attainment of a self reliant economy.    por the support and promotion of 

import substitution industries a Committee namely "Import Substitutes Co- 

ordination Committee" with the Minister of Planning as Chairman has been 

constituted by the Government.    The Committee has already started work to 

maximise utilisation of existing capacities for import substitution and 

also to explore the new areas for import substitution.    The Government 

efforts towards rapid promotion of exports through diversification of pro- 

duction, cost reduction, quality improvement and promotion of Bangladesh 

products abroad will be further strengthened. 

L 
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